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Effective procurement is a lot like managing a personal budget. When you track your
household expenses—such as groceries, transportation, and utilities—you likely organize
them into categories. This helps you proactively monitor spending, optimize your budget,
and make informed financial decisions.

In the world of public procurement, municipalities have traditionally been reactive, often
handling procurement requests on a case-by-case basis. However, adopting a strategic
approach, like category management, can yield substantial benefits, including cost
savings, better supplier relationships, and more efficient use of public funds.

The Current Procurement Landscape

A common scenario in municipalities is when separate departments request similar
services or products without considering the bigger picture. For instance, divisions Aand B
might both have construction needs, but their procurement requests are processed
independently. This fragmented approach misses an opportunity for strategic sourcing,
potentially resulting in missed savings and inefficiencies.

The City of Toronto’s adoption of category management, which organized procurement
around strategic categories, led to impressive results. In 2022, it yielded a combined
benefit of $95.6 million in the categories of construction, technology, and facilities and
maintenance. Overall, it achieved an estimated financial benefit during 2022 and 2023 of
$206 million in the form of a combination of cost savings and cost avoidance.

If your municipality hasn’t yet embraced category management, here are eight key reasons
to consider this smarter way of procuring goods and services, and how Group Purchasing
Organizations (GPOs) can enhance the process.

1. Efficiency and Cost Savings

Category management organizes procurement into broad categories rather than
processing individual contracts. This enables municipalities to better negotiate prices,
streamline supplier relationships, and capitalize on bulk purchasing.

For example, if several departments need similar products from the same suppliers,
combining these needs can reduce administrative costs and enhance negotiation leverage.
One procurement officer can handle multiple requests at once, reducing redundancies and
improving efficiency.


https://secure.toronto.ca/council/agenda-item.do?item=2023.GG8.26

GPO Benefit: By aggregating purchasing power across multiple entities, GPOs can secure
better deals, offering municipalities enhanced savings and more favorable terms. GPOs
also simplify the procurement process for suppliers, allowing for multi-year contracts that
reduce administrative burdens for both parties.

2. Risk Mitigation

Category management helps municipalities identify and mitigate procurement risks such
as supply chain disruptions, price fluctuations, or quality issues.

Much like when a consumer purchases a product, the timing of a municipal purchase can
impact cost. If a municipality identifies its needs for a given category early, it can lock in
prices and mitigate the risks associated with volatility.

GPO Benefit: GPOs reduce procurement risks by managing supplier relationships and
leveraging collective buying power, which shields governments from price hikes or vendor
instability.

3. Streamlining Complexity in Procurement

As the demands on government procurement grow, so does its complexity. Category
management simplifies this by creating standardized processes that better align with
strategic goals.

GPO Benefit: GPOs facilitate quicker, more consistent procurement cycles by providing a
diverse array of suppliers, thus eliminating the need for each department to repeat
procurement processes.

4. Enhanced Transparency and Accountability

Governments are accountable to taxpayers, and transparency in procurement is critical. A
category management model enhances transparency by clearly defining categories,
outcomes, and processes.

GPO Benefit: GPOs use standardized frameworks to ensure procurement practices are
equitable and transparent, fostering trust with the public.

5. Fostering Strategic Sourcing and Innovation

Category management encourages long-term supplier relationships, focusing on value
beyond price. It allows governments to consider innovation, quality, and long-term benefits
in addition to cost.



GPO Benefit: GPOs offer access to innovative products and services that individual
departments may not have the capacity to explore, helping municipalities stay on the
cutting edge of technology and service delivery.

6. Leveraging Technology and Data

The integration of technology and data analytics in procurement is becoming increasingly
important. A category management approach allows municipalities to leverage these tools
to gain insights into spending patterns, supplier performance, and market trends, enabling
data-driven decisions.

GPO Benefit: GPOs typically offer robust platforms for data analysis and benchmarking,
empowering municipalities with valuable insights to optimize procurement strategies.

7. Aligning Procurement with Government Priorities

Governments today are focused on broader policy goals such as sustainability, diversity,
and inclusivity. Category management helps ensure procurement decisions support these
objectives by evaluating suppliers on factors beyond cost.

GPO Benefit: GPOs are often aligned with responsible sourcing practices, ensuring that
procurement activities advance goals like environmental sustainability and social
inclusivity.

8. Promoting Collaboration Across Jurisdictions

One of the key advantages of GPOs is their ability to foster collaboration among various
levels of government. Through collaborative purchasing, GPOs help create a more cohesive
procurement strategy across jurisdictions, aligning efforts to achieve greater cost savings
and consistency.

Ready to Implement Strategic Procurement?

By adopting category management and leveraging the power of GPOs, municipalities can
unlock significant benefits in procurement efficiency, cost savings, and alignment with
broader strategic goals. If you're interested in learning more about how this approach can
work for your organization, let’s talk!

To explore the advantages of category management and group purchasing in more detail,
contact Sandra Lisi at: sandra@kineticgpo.ca



