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INTRODUCTION

« Supply chain management is a transformation tool
« SCM adoption in public sector management

» The Auditor General’s reports

« The National Treasury 2015 review

« Constant allegations of corruption and inefficiencies
« Service delivery protests and News Medias

« National Development Plan (NDP) 2030 vision to create a more

Inclusive society
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Purpose of Paper

« To investigate the extent to which supply chain management is implemented
In accelerating inclusive growth and socio-economic development in a South

African provincial government.




LITERATURE REVI

Supply chain management: the game changer!




Socio-economic challenges

Inequality

unemployed or
have given up hope
of finding work
(Gordhan, 20
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Policies and regulations on supply chain management

Preferential Procurement Regulation 2017: .
» 80/20 preference point threshold moved from 1 million to 50 million Constitution
PFMA / MFMA Act

2015 Revised BEE Codes:
+ Enterprise & Supplier Development PPPFA Act

: B-BBEE Act
Treasury Regulations

Standard for Legislative
Uniformity Framework

Uniform Procurement
directives to three
spheres of government

National Compulsory

Treasury Best . . . sub-
practice Supply Chain Management Guidelines contracting

guidelines Standard Bidding Documents
Practice Notes

CODES OF CONDUCT FOR SCM PRACTICTIONERS AND
BID COMMITTEE MEMBERS




Inclusive growth

 Inclusive growth means making sure everyone is included in growth,
regardless of the economic class, gender, sex, disability and religion
(Ranieri and Ramos, 2013).

« Growth is said to be inclusive when it is sustainable in the long run and
broad based across different sectors ( Anand, Mishra, and Peiris, 2013).

* Inclusive growth approach took a long-term perspective of development.

« The National Development Plan’s vision is that, in 2030, long-term
accelerated economic growth should reduced unemployment and
inequality and helped create a more inclusive society.

Key ingredients in an inclusive growth strategy

Some of the key ingredients for inclusive growth that are generally agreed
upon include:

Investment in human capital

Job creation

Structural transformation and broad-based growth

Progressive tax policies

Social protection

Non-discrimination, social inclusion and participation

Strong institutions (Chang, 2014).

Supply chain management is a
strategic tool to long-term socio-

economic development &
inclusive growth




Using supply chain management as a catalyst to drive
Inclusive growth

Recognising the strategic role of supply chain
management

Strategic sourcing & ccommodity management
Procurement spend analysis and total cost of ownership
Enterprise and supplier development

« Supplier contract and performance management

Are we using supply chain management
as a catalyst to drive inclusive growth?



Supply chain management implementation challenges

« Supply chain management has become a talking subject in the country across all spheres
of government where citizens raise concerns.

« Laws and regulations governing supply chain management are intentionally ignored or
flouted by government officials resulting to corruption, fruitless, wasteful and unauthorised
expenditures.

« Some officials in government do not understand the strategic importance of procurement
to inclusive growth, socio economic development and its inextricable link to long-term
quality service delivery.

In newspapers, television, radio and social
media, there are daily evidence of
procurement irregularities. Auditor General of
The Supp|y Chain Management South Africa (AG, 2015) hlghllghted that
Review (2015) acknowledged that the municipalities are still facing challenges of
strategic importance of supply chain non-compliance and irregular expenditure.
management in government is not
well understood, managed and
implemented. Previous findings on SCM implementation:
. Lack of proper knowledge, skills and capacity;
Non-compliance with supply chain policy and regulations;
Inadequate planning and the linking of demand to the budget;
Poor value for money & lack of accountability;
Fraud and corruption;
Inadequate monitoring and evaluation of procurement outcomes;
Unethical behaviour;
Too much decentralisation of the procurement system; and
Limited/no post contract management and supplier relationship
(Ambe, 2011)




RESEARCH METHOD

An exploratory and descriptive research design

A survey of SCM practitioners in a provincial government.

Face-face-interview based on structured questionnaire.

Purposive sampling technique was used to select the respondents.

A total of fifty (N=50) questionnaires to SCM practitioners.

Questions were measured using a four point likert response format with end points (1)

“strongly disagree” to (4) “strongly agree”.

Data was analysed descriptively using Statistical Package for Social Sciences
(SPSS).




FINDINGS

STRATEGIC IMPORTANCE OF SUPPLY CHAIN MANAGEMENT

SCM is contribute to SMMEs development
SCM contribute towards socio-economic development

SCM drives transformation to empower previously disadvantaged individuals

SCM is a regulatory instrument

SCM provide strategic direction in government

Statements

SCM is used to address inequalities of the past
SCM helps to maximise limited resources in government

SCM is a ticking box exercise

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%




STRATEGIC SOURCING AND COMMODITY MANAGEMENT
We form partnerships with our strategic suppliers ||| GGG

We ensure continuous supply in the procurement of specialised commodities such as
medical equipment

We maximise commercial advantages when procuring travel and accommodation
We use simplified processes in the procurement of stationary and office equipment
We perform market research before deciding on commaodity strategy

We engage with key stakeholders during SCM processes

We apply different procurement strategies for different commodities

Statements

We conduct need assessment
We have different categories of commodities
Strategic sourcing team conducts industry analysis

Strategic sourcing process is concerned about quality

Procurement plan are analysed for the purpose of developing sourcing strategies ||| GGG

Strategic sourcing is aligned with organisation’s annual procurementplan

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%




PROCUREMENT SPEND ANALYSIS & TOTAL COST OF OWNERSHIP (TCO)

Our sourcing process takes into consideration TCO
We consider both direct and indirect costs when procuring goods and services
We only consider price for the procurement of goods and services

We have a quantified deviation register

Statements

We keep statistics of spending on different categories of commodities

We know how much is spend on designated groups in our database

We perform procurement analytics annually

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
Agreement




ENTERPRISE AND SUPPLIER DEVELOPMENT

Our procurement plans has opportunities for SMMEs development

Our ESD process is close monitored and reported at Executive Management on a
monthly basis

Our ESD outputs are included in management performance contracts

We have dedicated resources to implement our ESD strategy

Our ESD implementation plan is very clear

Statements

Our ESD strategy is fully integrated with our sourcing and demand planning processes

Our ESD strategy has been translated into clear key performance indicators

Our ESD strategy accommodates changing government regulations

We have an ESD strategy in place

0% 10% 20% 30% 40% 50% 60% 70% 80%
Agreement




SUPPLIER PERFORMANCE AND CONTRACT MANAGEMENT

We have periodic meetings with our strategic suppliers
We pay our suppliers within 30 days of invoice
Our suppliers are held accountable for poor performance through contracts

We have formal review process in place for all contract

Statements

We have structured service level agreement in place

We utilise standard contract documents issued by National Treasury

Our contract management process is fully document

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
Agreement




SUPPLY CHAIN MANAGEMENT IMPLEMENTATION CHALLENGES

There is lack of top management support to the integrative SCM approach

There is inadequate accountability and control mechanism

There is unwillingness to share information due to lack of trust among SCM members
There is lack of skilled SCM workforce

We have cases of fraud and corruption reported

Our SCM planning is poor

Statements

There is resistance to change in SCM systems by management

Our SCM objectives are not effectively communicated to staff

We do not have effective contract management systems

Our SCM policies and regulations are fragmented

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Agreement




Supply chain management blueprint for inclusive growth




CONCLUSION

Since 2004, SCM has gained significance in the South African public sector.

It is being used as an enabling mechanism for the government to implement policy
towards socio-economic development and transformation.

SCM practitioners in the province do understand the importance of SCM towards
inclusive growth and socio-economic development.

However, the maturity of SCM is still in an infancy stage and SCM is not sufficiently
used as a strategic function.

The findings confirms to the views that SCM it is imperfect. The province is challenge
with skills, competencies and knowledge of SCM practitioners, non-compliance to
policies and regulations, ethical conduct and political interference in achieving the full
potential of SCM towards inclusive growth.

Therefore, harnessing the potential of SCM requires a major physiological change and
embracing the strategic role within governments.

There is also need to re-organise and re-align organisation structures to elevate SCM.
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