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Cost Reduction Initiative
• Team Status

- 5 Teams formed (23 Campuses + Chancellor’s office)
- 4 Teams have had kickoff meetings
- All 4 Teams have planned a follow-up meeting
- Team Leaders selected for 6 month term
- Communication and data sharing stressed 
- Data collection formats discussed
- Cost reduction ideas/ tracking tabled for next meetings
- Overall enthusiasm and commitment is high



Team Structure
Share the load - Share the data
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Cost Reduction Team Status

• Top 20 Review
- 13 Campuses + Chancellor’s Office have responded               
with their Top 20 analysis (excluding Public Works spending)
- difficulties collecting the data are being  successfully resolved 
at each campus level
- consistent data sources ( PO value or AP vouchers) still to be 
resolved but data is still useful
- some eye-openers in the results
- good overview of potential opportunities



Top 20 Stats
• High Level

- Estimated total campus spending:
commodities and services only = $700M

- 13 Campuses reported $118M in Top 20
(= 17% of the $700M total , 4 large and 6 smaller 

campuses yet to respond and will increase the Top 20 $ )

- Chancellor’s Office reported $72M (= 10% of the $700M 
total but some could be duplication as campus payments to 
CO)

- Campuses report their Top 20 represent a range of 35% to
55% of their total purchasing expenditures
- 200 vendors listed in Top 20 
- expected repetition of top 5 or 10 vendors



Top 20 Stats
• Top 20 vendors: 

SBC $24M
Dell $13.5M
Unisys $10.3M
Corp Educ Network $7.7M
Cedar Ent $6.5M
Office Depot $5.5M
IO Cons $5.5M
Quest Comm $3.9M
Educ Testing Serv $3.9M
Ogilvy Publ Rel $3.8M
PeopleSoft $3.4M



Top 20 Stats
• Top 20 vendors : 

ASAP $2.5M
XAP Corp $2.3M
Oracle $2.1M
Apple $2.0M
Fisher Scientific $1.7M
MTM Cons $1.4M
Nova Sys $1.3M
Norstan $1.0M
CCS $1.0M
Top 20 Total $102.8M  

(These Top 20 vendors =57% of $190M  and 15% of $700M)



The Challenge
• The Chancellor’s Challenge : a $10M cost red’n
• How much do we have to reduce?

- overall , this is a 1.5% across the board reduction

• Where do we find it?
- many of the Top 20 vendor $ are contracts/suppliers 
managed or negotiated at the Chancellor’s office level – How 
do we pursue cost reduction opportunities here?
- major gains have to be made here as it will become harder as 
the $ level gets lower and number of vendors increase 
significantly beyond the campuses Top 20.
- a 5% reduction in the Top 20 vendors = $5M red’n



The Challenge
• How do we do it?

- significant effort at all levels; Campuses, Chancellor’s Office
and DGS to facilitate re-negotiations and cost reductions
- aggressive pursuit at the campus level to reduce costs with 
major vendors (each campus picks 10 major vendors)
- confirm consistent application of vendor pricing across all 
campuses (choose about 20 common vendors)
- significant inter-campus communication to assure consistent 
and lowest price for high $ purchases (a central “teams” data 
base?)
- stimulate bidding and negotiating “culture” changes
- a common format to measure cost reduction achievements.
- a continuation of and recognition of all procurement 
efforts and successes to reduce cost.  



The Guidance
• We need to provide very specific and consistent 

guidance to the buyers regarding the “bounds” of cost 
reduction negotiating and tracking.
- although the “Procurement and Support Services Operations 
Manual” and the “CSU Policy Manual for Contracting and 
Procurement” provide us the specific guidelines for informal and
formal bidding, where are the guidelines providing us with 
the opportunity to negotiate further cost reductions ?
- the buyers feel they are not allowed to negotiate pricing in the 
informal bid/quote and formal IFB processes. 



Goals to Consider
• Top 20 Vendors = $102M (see Note)

- pursue a 3% red’n = $3.0M 
• Remaining Campus Top 20 = $88M

- pursue a 2% red’n = $2.0M
• Balance of campus spending =$500M

- pursue a 1% red’n = $5.0M

Note: 4 large campuses and 4 smaller campuses have yet to   
report their TOP 20 so this total will be higher.  


