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Procurement @Penn

FY2006 Supply Chain Spend
$1.06 Billion
FY2006 Direct Spend Through Purchasing Services
$725 Million
Total Number of Approved Suppliers
>32,000
Total Number of Active Suppliers
Appr. 9,000 in FY2006

Penn Marketplace Suppliers
153 (70% of FY1006 purchase order transactions)



Economic Inclusion Overview

Initiated by Purchasing Services in 1986 as a “Buy
West Philadelphia” local community purchasing

program
Formal Supplier Diversity Program launched in 1995
Economic Inclusion Committee formed in 2000

Includes participation of Penn business officers along
with local political, community and business leaders

Expanded to include Facilities and Human Resources
Supports the President's “The Penn Compact”

New Economic Inclusion Committee sponsored by the
Executive Vice President formed in spring of 2006




Economic Inclusion Initiatives

Procurement
Local Community Business Program
Supplier Diversity Program
Technology (The Penn Marketplace)
Construction
General Contractor & Subcontractor Inclusion
Workforce Development
Human Resources
Diverse Workforce at Penn



Procurement ODbjectives

Incorporate Economic Inclusion goals into the
department'’s four year Strategic Business Plan, annual
Balanced Scorecard, and individual staff member
annual performance plans

Promote initiative as a top 5 business objective for the
organization

Focus activities on increasing spend with local
community suppliers and certified diversity suppliers
Assist In the eBusiness enablement of qualified
suppliers

Partner with external organizations and peer institutions
In the five county Philadelphia region



Procurement Technology Overview

Campus wide electronic procure-to-pay system

Oracle Financials (Purchasing, Payables & General
Ledger)

Electronic marketplace for online supplier catalogs
The Penn Marketplace hosted by SciQuest Incorporated

Electronic transmission of purchase orders and supplier
Invoices

— Electronic Data Interchange, auto fax & document

Imaging
Online competitive bidding (reverse auction)

Electronic invoicing, funds transfer and P-Card invoice
settlement



Oracle Purchasing System

Point-of-demand ordering by authorized faculty and
staff across all Schools & Centers

Delegated order creation to 1,800 faculty and staff
across campus

Delegated purchase order final approval for orders
<$5,000 (92% of transactions)

All purchase orders are transmitted to suppliers via
auto-fax or electronic data interchange (EDI)

Over 41% of suppliers invoices are currently received
electronically



The Penn Marketplace

Penn’s private online supplier exchange for contract
and preferred suppliers

A fully integrated solution and part of the campus
wide procure-to-pay online system

Contains electronic catalog content and Penn specific
pricing for 153 of Penn’s most commonly used
suppliers

>5M products available to authorized system users

A competitive advantage for participating suppliers

A critical success factor for community & diversity
suppliers



The Penn Marketplace
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Penn Marketplace Demo

Search For Supplier
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Penn Marketplace Demo
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Challenges & Obstacles

Competition with other top business objectives
Technology implementation
Supplier rationalization
Cost containment

Gap between technology requirements and supplier
capabilities continues to widen

Large and decentralized purchasing environment Is a
challenge for most small and diversity suppliers
Requires innovative approach to supplier engagement
Diversity Supplier Manager Project
Diversity Supplier Development Program



Supplier Engagement Objectives

Target a wide range of products and services

Enable high volume commodity suppliers as well as
School & Center specific suppliers

Utilize a combination of supplier hosted and punch-out
catalogs

Rationalize supplier base to promote sole source
supplier relationships when appropriate

Maximize supplier participation in the Penn
Marketplace to achieve economic inclusion goals
65% of all purchase order transactions

20% of enabled suppliers



Supplier Enablement Strategy

Provide maximum value to the buying community by
targeting suppliers for all major commodities

Initial focus on Penn’s high transaction volume
suppliers

Low transaction volume mission critical suppliers
School or Center specific commodity suppliers

Ensure local community based and diversity supplier
recruitment in the enablement process

Utilize third party business relationships
SciQuest Incorporated
Pennsylvania Minority Business Development Center



Diversity Supplier Manager Project

Lunched in 2005, a unique supplier enablement service
provided by SciQuest Incorporated for recruiting
diversity suppliers for the Penn Marketplace

www.purchasing.upenn.edu/buytools/div_manager.php

SciQuest provides supplier specific training and
content development assistance to targeted suppliers

Penn assumed cost for supplier specific training

Content development and maintenance services proved
for one 12 month period

Suppliers required to develop skills to assume
responsibility after one year



http://www.purchasing.upenn.edu/buytools/div_manager.php

Diversity Supplier Development Program

An expanded commitment to diversity inclusion and
supplier enablement

A collaborative effort between Penn, Penn Health
System & Drexel University purchasing organizations

A partnership with the Pennsylvania Minority Business
Development Center (PA MBDC)

A scaleable initiative to be expanded to include other
local University purchasing organizations

Web site: www.purchasing.upenn.edu/social/dsdp.php



http://www.purchasing.upenn.edu/social/dsdp.php

DSDP Program Objectives

Streamline the supplier enablement process at each
participating purchasing organization

Increase opportunities for diversity suppliers to develop
meaningful and mutually beneficial business
relationships

Provide mentoring services to assist suppliers in the
development of skills, capacity and capabilities required
to successfully compete in an electronic purchasing
environment

Increase purchasing staff interaction with the local
community through quarterly “Purchasing Day” events



Role of PA MBDC

A strategic business partner to participating purchasing
organizations

PA MBDC will:

Conduct supplier skill, capacity and technology
capability assessment at no cost to suppliers based on
defined business requirements of each purchasing
organization

Facilitate supplier engagement from initial contact,

— through evaluation, to initial contact with each

purchasing organization
Track program success via a ”Performance Scorecard”

Provide fee based services to suppliers that can not
presently meet purchasing business requirements



DSDP Phase | Milestones

Pilot program launched on July 1, 2006

Engage a minimum of ten (10) diversity suppliers by
December 31, 2006

Expand program participation to include St. Josephs
University, Community College of Philadelphia and
Philadelphia College of Osteopathic Medicine in
October 2006

— Develop formal calendar year 2007 business goals and

objectives by December 2006

Expand program participation to remaining members of
the Philadelphia Area Collegiate Cooperative

Web site: www.purchasing.upenn.edu/pacc



http://www.purchasing.upenn.edu/pacc

Impact on Diversity Inclusion

Penn Marketplace diversity supplier inclusion rate is
highest of any SciQuest eProcurement customer in higher
education

Participating suppliers realize a significant increase in
business during the 15t year in the Penn Marketplace

New business opportunity for some suppliers

Participating suppliers are able to leverage their Penn
Marketplace involvement with other SciQuest
customers in higher education and the private sector

Significant opportunity to increase diversity supplier
Inclusion in 2007




Key Accomplishments

Penn is one of 23 organizations that has committed to the
Institute for Supply Management (ISM) “Principals of
Socially Responsible Purchasing”

Web Site:
32 diversity owned Penn Marketplace suppliers
21% of 153 enabled suppliers

Local Community Business Program

FY2006 Purchases: $72.9M  ($614.3M since FY1997)

Supplier Diversity Program
FY2006 Purchases: $525M ($456.1M since FY1997)



Questions & Contact Information

Questions?

Contact Information
= Ralph Maier
» E-Mail: maierr@pobox.upenn.edu

Addition information is available on the Social
Responsibility web site:

= Www.purchasing.upenn.edu/social

A copy of this presentation is available at:
= Www.purchasing.upenn.edu/about/presentations.php
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