ALTOS HORNOS DE MÉXICO
IMPROVING TRANSPARENCY AND
EFFICIENCY WITH E-PROCUREMENT

QUICK FACTS
Industry
Mill products – primary metals
manufacturers
Revenue
US$2.6 billion
Employees
20,370
Headquarters
Monclova, Coahuila, Mexico
Web Site
www.ahmsa.com
SAP® Solutions and Services
Enabling an e-procurement business
model with the SAP® Supplier Relationship Management application
Implementation Partner
Deloitte

Altos Hornos de México S.A.B. de
C.V. (AHMSA) is Mexico’s largest integrated steel company. To help keep
its complex supply chain running
smoothly even with the future growth
of users’ requisitions, AHMSA chose
the SAP® Supplier Relationship Management application to establish a
new and more robust procurement
system. As a result, the company
now has greater process transparency, reduced order-to-response times,
and lower procurement costs.

Key Challenges
• Lower transactional costs
• Reduce bidding cycle times
• Improve data analysis
• Gain better control and insight with
increased business transparency
• Meet new business volumes and
complexity with increased scalability
• Integrate procurement solution with core
SAP® software

Why SAP Was Selected
• Solution’s native integration with the SAP
ERP application
• Solution’s support for secure, robust
business processes
• Support for industry best practices
• Single source provided for accurate
business data
• SAP’s reputation as trusted software
vendor

Implementation Best Practices
• Had strong support from company’s top
management
• Aligned processes, people, and technology
with new business model
• Leveraged expertise of implementation
partner
• Ensured active participation by business
users

Low Total Cost of Ownership
• Scalability to support growth without additional investment
• Elimination of high-maintenance legacy
systems
• Reduced paper use with greater automation
• Automated report generation that requires
no IT support
• Standard software that facilitates future
upgrades

Financial and Strategic Beneﬁts
• Improved cash flow and management of
working capital
• Optimized pricing for procured goods
• Faster decision making with real-time data
• Improved data accuracy and integrity
• Higher employee productivity
• Improved collaboration, evaluation, and
negotiation with suppliers
• Improved insight into spend patterns
through better reporting
• Greater flexibility and speed when shifting
spend from one supplier to another

Operational Beneﬁts
Key Performance Indicator

SAP Business Transformation Study
Mill Products – Primary Metals Manufacturers

Impact

Cycle time of e-auctions

-78%

Cycle time of standard bid
processes

-29%

Cost of goods/services
procured via e-auctions

-26%

Number of bidders managed
per e-auction

+93%

Maintenance costs for legacy
systems

-50%

Availability of online supplier
evaluations

100%

“With SAP SRM, we have improved the transparency of our procurement processes
both internally and externally. Our suppliers now have greater visibility into the
entire bidding process.”

www.sap.com /contactsap

Jose Luis Muñoz, SAP Procurement Solution Manager, Altos Hornos de México S.A.B. de C.V.

Leveraging E-Business in a Complex increase in procurement expenses and pro- helped nearly double the number of
Supply Chain
suppliers that can participate in e-auction
cess cycle times,” notes Muñoz.
Altos Hornos de México S.A.B. de C.V.
(AHMSA) is Mexico’s largest integrated
steel company – its two steelworks
plants produce some 3.7 million metric
tons of liquid metal each year. AHMSA’s
operations start with the extraction of
coal and iron ore from company-owned
mines and finish with the manufacture
of high-quality steel products.
AHMSA recognizes the value of using
the most advanced technologies available. This applies to powering the company’s internal business processes as
well as its manufacturing operations.
This philosophy led AHMSA to adopt
e-procurement as a way to help the
company purchase everything from
raw materials to office supplies with
greater efficiency. As Jose Luis Muñoz,
AHMSA’s SAP procurement solution
manager, explains, “Companies that fail
to apply an e-business model in their
day-to-day operations today might find
that they have no business tomorrow.”

AHMSA chose the SAP® Supplier Relationship Management (SAP SRM) application
to establish a single procurement system
and improve process transparency.
Because AHMSA also uses the SAP ERP
application, this choice enabled the company to benefit from tightly integrated business processes.

Aligning the Project with Business
Needs
AHMSA worked closely with its implementation partner, Deloitte, to ensure a successful rollout of the SAP SRM software.
Muñoz points out that aligning processes,
people, and technology to the new business model was a critical first step. “The
most important considerations when
choosing an electronic business model
are the business aspects of the project,
not the electronic issues,” Muñoz says.
“E-business is not just a matter of
software.”

Forging New Efficiencies
In the past, AHMSA managed its procurement with two different internally
developed legacy systems. But eventually, these systems could no longer support the buying demands of such a
large-scale and increasingly complex
operation. “We knew our legacy systems
could not handle our growing volume of
purchase requests without a significant

Today, AHMSA’s e-procurement processes
have yielded increased efficiency, better
compliance, and greater productivity. For
example, the steel company has reduced
the average bid cycle time of its e-auctions
by 78% and the cycle time of standard procurement processes by 29%. Automating
the entire procurement process has also

bidding without a corresponding increase
in administrative effort.
Empowering greater insight into spend
patterns, SAP SRM is also helping
AHMSA obtain better pricing and collaborate more effectively with its suppliers.
In fact, AHMSA has saved 26% in the
cost of the goods purchased through the
software’s reverse auction functionality.
The success of AHMSA’s e-procurement
project is attracting attention far beyond
the company’s corporate offices in
Monclova, Coahuila. “Based on our
positive results, AHMSA recently won
an award from InformationWeek Mexico
magazine as one of the 50 most innovative companies in Mexico,” adds a proud
Muñoz.

Identifying Next Steps
The steel manufacturer is now evaluating
additional functionality within SAP SRM.
“In the future, we want to leverage capabilities such as electronic catalogs,
punch-outs, shopping carts, and dashboards,” explains Muñoz. These plans
are clear evidence of AHMSA’s ongoing
efforts to improve supplier relationships,
drive down procurement costs, and
compete even more effectively in both
domestic and global markets.
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