ROOFING SERVICES: A SOURCING CASE STUDY

Purchase of roofing services, while at the surface may seem to be simple and straightforward, is quite complex and can result in significant avoidable costs if not done correctly. The following real example from a large client (the buyer) illustrates the complexity and opportunity for services sourcing.

1. THE CLIENT:  The buyer, a large and decentralized organization, had an annual spend of over $100 million for roofing services, covering both initial installation, as well as maintenance and repair services over the lifetime of a roof. Historically, roofing services had been acquired locally through commercial roofers or general roofing contractors.  Roofs were repaired and replaced as needed with little coordination among locations or visibility into the entire roofing inventory or status.

2. MARKET PERSPECTIVE:  The commercial roofing market in the United States is a $9 billion industry, highly fragmented with over 23,000 roofers and contractors providing renovation and repair services.  While several companies have tried to "roll up" or consolidate the industry, roofing services remain a local-and on occasion, regional-market.   As expected, labor and materials represent a majority of the suppliers' cost structure with local labor rates and availability of supplies dictating local differences in costs.

3. THE CHALLENGE :  Typically, the buyer provided suppliers with a set of design standards and very specific requirements based on the location and type of roof.  Local roofing contractors were asked to bid on the requirements and the low bid was selected. The result of this approach was a greatly varying mean time to failure (MTF) for roofs across locations.  Over a 20-year period, the total cost to install, maintain, repair, and often replace a roof could vary by as much as 50 percent among locations and even buildings at the same location.  And this did not take into account the additional costs due to collateral damage to the interior and contents of the building.

The variance in MTF and lifetime costs associated with the roofs was attributed to two factors - how the requirements were established, and how the quality of service was validated. The key challenge for the team was improving the quality of the roofs at its facilities and improving on the MTF.
4. SOLUTION:  Through an exhaustive and detailed analysis, the team developed a comprehensive understanding of customer needs as well as key characteristics common to successful roofing services sourcing.

5. DEFINING OUTCOMES:  While standards are important, the more important aspect of roofing services sourcing is having quality roofs that don't fail.  As a result, the key required outcome for the buyer is a leak-free roof for a period of time.

6. DEVELOPING THE SOW:  Moving from very prescriptive requirements based on design standards, a performance-based SOW with the primary outcome of leak-free roofs for a specified period of time is an important paradigm shift.

7. VENDOR EVALUATION:  In order to alleviate the inherent quality differences in local contractors, the SOW also included provisions for a certification program for local contractors as well as a third-party roof inspector to verify the work.  Both the expected outcome and the quality of service are built into the SOW upfront.

8. CONCLUSION:  Roofing services, like many other services, require careful analysis of requirements to ensure proper outcomes are built into the SOW.  In this example, the buyer took the time to examine the root causes of roof failures and decided that outcome-based measures, such as "no leaky roofs," were the right approach.  This one decision shaped the decisions for every aspect of the procurement.
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