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e-Procurement brings expenditure on groceries under control

While South African businesses spend millions of rand every year on basic office
groceries such as coffee, cleaning materials and other everyday commaodities, very
few manage their spend on these essential items effectively.

The result, says Wayne van Deventer, National Strategic Sourcing Manager at
MWEB CommerceZone, is that many companies end up spending more than
budgeted for on these goods — not only on actual price paid, but also in terms of
wasted time and productivity.

“It's easy for anyone in the organisation — from a driver or messenger to the
chairman’s personal assistant or procurement manager — to quickly go to the
supermarket to buy tea or milk or toilet paper.

“But who tracks how much is spent, what is actually purchased, and what the cost of
the purchase really is?” he asks.

Van Deventer acknowledges that purchasing a product that's ‘on special’ at a
supermarket today might be cheaper than ordering from a supplier that specialises in
servicing the corporate sector, and with which the purchasing company has
negotiated a supply contract.

However, what isn’t taken into account is the real cost of the purchase: the cost of
going to the retailer, standing in a queue and paying cash or by credit card. And,
from a South African perspective, the cost associated with the inability to accurately
include that spend in the company’s own BEE scorecard calculation for preferential
procurement.

A recent strategic sourcing exercise conducted by MWEB CommerceZone on behalf
of its customers — users of the CommerceZone e-Procurement platform who
cumulatively spend an estimated R5-million annually on groceries — revealed that
most companies can benefit on more than price by effectively managing their grocery
purchases and avoiding maverick (off contract) spend through the implementation
through the adoption of effective e-Procurement tools.

“Our strategic sourcing process involved all suppliers from which our customers had
obtained supplies in the past year, including those we were told were ‘absolutely the
cheapest’ for one or more commodity. In most cases, we found the ‘absolutely
cheapest’ was more a case of perception than reality,” he adds.

“By purchasing from contracted suppliers identified through the strategic sourcing
exercise, the CommerceZone customers not only benefit from consistently
competitive pricing, they also have the convenience of front door delivery and
workflow approval, enabling all spend to be accurately managed. In addition,
because these suppliers’ BEE ratings have been verified, purchasers can claim a
significant percentage of all their spend on groceries towards their BEE scorecard.”



The Sourcing Process

The CommerceZone sourcing team identified 35 potential suppliers who were invited
to participate by completing an online e-RFI (electronic Request for Information)
document.

Based on this information, seven suppliers who met certain minimum requirements
relating to their commercial capacity and BEE credentials were permitted to proceed
to the next stage - a real-time, online e-Bidding process involving a total of 75 line
items. These ranged from popular brands of instant coffee and tea to dishwashing
liquid; from long-life milk to toilet rolls, sugar to plastic teaspoons.

An opening-bid price had been set by CommerceZone for each line item. Suppliers
could either meet or better that price. As suppliers submitted their bids online, they
were informed only whether or not theirs was the lowest bid. If their bid was not the
lowest, they could adjust their bid throughout the event and improve their bidding
position.

Following the e-Bidding event, the CommerceZone sourcing team evaluated the
suppliers’ responses and three suppliers were short-listed based on their bid prices
as well as their pre-determined commercial and BEE scores.

These suppliers then met with the CommerceZone sourcing team for further talks.
Based on these meetings, their appointment as preferred suppliers for office
groceries was confirmed.

CommerceZone customers can how choose which of the three suppliers they wish to
obtain their groceries from, basing their decision on price, BEE and service levels.

Ends

About MWEB CommerceZone:

MWEB CommerceZone, a wholly-owned subsidiary of M-Web Holdings, is one of
South Africa’s leading providers of hosted e-Procurement solutions and services.
The company specialises in the provision of business-to-business (B2B) e-
Procurement solutions and services that enable customers to realise measurable and
sustainable business benefits associated with the management and control of
procurement processes. These benefits are based on the strategic sourcing of
indirect goods and services and include ensuring that a greater percentage of
customers’ spend is able to be directed to bona fide black empowered organisations.
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