~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make Your PUbllCCltlonS VZSlble. h for Economics ' '

Selomo, Madira R.; Govender, Krishna K.

Article

Procurement and supply chain managementin
government institutions: A case study of select
departments in the Limpopo Province, South Africa

Dutch Journal of Finance and Management

Provided in Cooperation with:
Veritas Publications, London

Suggested Citation: Selomo, Madira R.; Govender, Krishna K. (2016) : Procurement and supply

chain management in government institutions: A case study of select departments in the Limpopo
Province, South Africa, Dutch Journal of Finance and Management, ISSN 2542-4750, Lectito Journals,
The Hague, Vol. 1, Iss. 1, pp. 1-10,

https://doi.org/10.20897/lectito.201637

This Version is available at:
https://hdl.handle.net/10419/308658

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

-. https://creativecommons.org/licenses/by/4.0/
Mitglied der
WWW.ECOMSTOR.EU K@M 3
. J . Leibniz-Gemeinschaft


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.20897/lectito.201637%0A
https://hdl.handle.net/10419/308658
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Dutch Journal of Finance and Management, 1:1 (2016), 37
ISSN: 2468-211X % i

Procurement and Supply Chain Management in Government Institutions: A Case Study of Select
Departments in the Limpopo Province, South Africa
Madira R Selomo!, Krishna K Govender?”,
Regenesys Business School!, University of KwaZulu-Natal’, SOUTH AFRICA

*Cortespondence to: govenderkrishna@gmail.com

ABSTRACT

The current state of the South African (SA) government’s Supply Keywords
Chain Management (SCM) is fraught with malpractices which include
lack of good governance, fair, equitable, transparent, competitive and
cost-effective procurement process. In light of the aforementioned, this
paper reports on a study which examined SCM performance, more

procurement,
public procurement,

specifically, procurement management in select provincial government supply chain management,
departments in SA. The aim of this exploratory study on which this governance,
paper is written, is to determine how procurement planning, execution,

control, and monitoring affect SCM performance. Data was collected Received: 21 April 2016
using  self-administered questionnaires which were personally Accepted: 28 May 2016

distributed and collected by the primary researcher, from four Limpopo  pyhlished Online:08 August 16
Provincial government departments which were purposively selected.
The Statistical Package for Social Sciences (SPSS) was used to analyse
the data. DOI: 10.20897 /lectito.201637

Generally, SCM performance in the various surveyed government
departments is effective, although it became evident that the
departments experience obstacles during the implementation of SCM
processes and procedures. Furthermore, procurement planning is
inadequate and needs improvement when the departments procure
goods, services or works. Procurement execution was also found
wanting, especially with regards to procurement governance.

The results of this study may assist the participating departments to
align their SCM and procurement practices to prescribed legislation in
order to increase SCM performance, as well as achieve the objectives
of good governance in terms of the Green Paper on Public Sector
Procurement Reform in South Africa.

INTRODUCTION

Procurement reforms in the South African (SA) government started in 1995 and were directed at two broad
focus areas, namely, the promotion of the principles of good governance and the introduction of a preference
system to address certain socio-economic objectives. The procurement reform processes were supported by the
introduction of a number of legislative measures, including the adoption of the Public Financial Management Act
(PFMA) and the Preferential Procurement Policy Framework Act (PPPFA) (National Treasury, 2003). The PPPFA
was endorsed as a result of Section 217 of the Constitution of the Republic of South Africa which (Republic of
South Africa 1996) stipulated the need to implement a procurement policy that will provide preference in the
allocation of contracts, and prevent unfair discrimination. PPPFA requires that when government assesses
contracts, it must take into consideration the preference point system which prescribes functionality, price, and
the Reconstruction Development Programme (RDP) goals. The PPPFA was amended by the Department of
Trade and Industry (DTI) and the National Treasury, after the approved B-BBEE Codes of Good Practice in 2000,
to advance the objectives of the Broad-Based Black Economic Empowerment Act (B-BBEE Act) and its strategy,
as these two legislations were not aligned. The alignment led to the amendment of the Preferential Procurement
Regulations (PPR) which was effected in 2011 (National Treasury 2011).

Copyright © 2016 by Author/s and Licensed by Lectito BV, Netherlands. This is an open access article distributed under the Creative Commons
Attribution License which permits unrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.
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The Constitution of the Republic of South African (108 of 1996 Section 217) states that when an organ of
state of the national, provincial and local spheres of government procures goods or services, it must do so in
accordance with a system which is fair, equitable, transparent, competitive and cost-effective. However, the
practice prior to 2004 was far from the ideal in a sense that procurement and provisioning activities were rule-
driven, and value for money was almost always equated to the lowest price tendered; procurement and provisioning
activities were not linked to budgetary planning; the bid documentation was not uniform, causing uncertainty to
bidders and practitioners; and the Preferential Procurement Policy Framework Act, No 5 of 2000 and its associated
regulations were complex and difficult to implement (National Treasury, 2004: 2). The aforementioned led to the
approved adoption of a policy strategy to guide uniformity in the Procurement Reform Process in the government
by the South African National Cabinet in September 2003. This was done to replace the outdated procurement
and provisioning practices across government institutions with Supply Chain Management (SCM) functions that
integrate financial management in procurement processes and conform to international best practices (National
Treasury, 2004;5;6;11). The SCM which was implemented in 2004, is a tool that government initiated to manage
the procurement process to ensure best practices.

In order to achieve effective procurement practices, compliance audit is one of the control measures used to
establish and prove adherence to legislation, regulations and policies. Cosserat (2004: 21) states that “a compliance
audit involves obtaining and evaluating evidence to determine whether certain operational activities of an entity
conform to specified conditions, rules and regulations.” According to the Monitoring and Evaluation (M&E)
framework, organizations are required to establish policies and procedures that provide reasonable assurance that
their quality controls are relevant, adequate and comply with best practice. The process includes both ongoing
consideration and evaluation of the elements of the quality control system (Cosserat, 2004: 27).

The problem is that since the introduction and implementation of SCM, the SA Auditor General’s (AGSA) reports
for 2012 and 2014 on procurement and contract management indicated that there are many malpractices (Auditor-
General South Africa 2014). In light of the above, this research focuses on the SCM model with specific reference
to supply chain performance within the context of SCM. More specifically, the following objectives guided the
research on which this paper is developed, namely, to determine how procurement planning, execution, control
and monitoring affects SCM performance in Limpopo Provincial Government Departments; ascertain how
effective SCM is in the Limpopo Provincial Government Departments; and establish how institutional factors
affects SCM performance. The research was guided by the following hypothesis: SCM performance in Limpopo
Provincial Government Departments is not effective.

RESEARCH METHODOLOGY

The research used a quantitative design to record and investigate aspects of social reality (Bless et al., 20006:
184). Purposive sampling, a non-probability sampling method was considered appropriate for this research. The
sample (Table 1) comprised forty-three (43) SCM employees from four (04) governments departments in the
Limpopo province in South Africa. The employees included managers, deputy managers and administrative
officers. The participants were chosen based on their involvement in the supply chain and accessibility.

Table 1: Population Composition

No Location Target Population Percentage
1 Limpopo Pri);zl;i,ilr ;l;ljlre;esgztr(gzﬁgrtmental and 11 25.6%
2 Department of Roads and Transport 11 25.6%
3 Department of Sports, Art and Culture 11 25.6%
4 Office of the Premier 10 23.3%
Total 43 100%

© 2016 Selomo & Govender
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A self-developed questionnaire comprising Likert-type scales and multiple choice questions was used to gather
the data, which was analysed using the Statistical Package for Social Sciences (SPSS) Version 22. The Cronbach’s
alpha coefficient of 0.956 indicated that the research instrument was fairly reliable.

FINDINGS

The majority (58.1%) of respondents were female aged 40 years and above, 51% were graduates, followed by
37.2% diplomates, and 9.3% with only a matric or grade 12 education. The majority (58%) of respondents also
represented junior management, followed by operational staff and middle management. The majority of
respondents have 10 and more years of work experience, and most participants (37.2%) were from acquisition
management, followed by demand management (32.6%); 14% from demand and acquisition; 4.7%, from SCM
compliance; 7% in contract management, with a minority (2.3%) from inventory and logistics.

PROCUREMENT PLANNING, EXECUTION, MONITORING AND CONTROLLING OF SCM

With respect to procurement planning, it became evident that the majority of respondents (53%) are positive
that planning is adequate, while the remaining (47%) say that planning is inadequate; however, with regard to
procurement execution, an almost equal number of respondents (51%) state that it is inadequate. The majority
(65%) of respondents are positive that monitoring is adequate, while the remaining 35% says monitoring is not
adequate. Moreover, the majority of respondents (56%) are positive that controlling is adequate. The findings with
respect to each specific question pertaining to procurement planning, execution, monitoring and controlling are
captured in Tables 2-5.

With respect to procurement planning, it was evident that only 53% of the respondents fully understand and
agree that planning is the deciding point of the need to procure in terms of what, how, where, when and at what
cost (Table 2). Furthermore, planning is not being adequately done when procuring goods, services and works,
since over 30% of the respondents indicated that they do not undertake market research, and specifications are
not analysed and recommended by the Bid Specification Committee. Moreover, 51% of respondents state that
procurement of goods, services or works is not catried out effectively. This shows that SCM procedures are not
adhered to when procuring goods, services or works as driven by rules. Over 40% do not publish the list of bidders
on the departmental website; 16% of the quotations above R30 000 are not evaluated by Bid Evaluation
Committee; 29% do not publish the awarded bidder on the Government Tender Bulletin; and 52% do not evaluate
suppliers’ capability before capturing them in the departmental suppliers’ database. The above practices reflect
poor governance or lack of implementation of governance principles with regard to procurement by the select
government departments.

Table 2: Procurement Planning

(F]
] =)
Statement > 8 8 - = B
= Q
g5 2 & 2 g 3
g & 23 g 2 3
»n 8 A Z & = »
g8 | The department’s procurement process | 470, | 23 | 23 | 488 | 41.9 | 421 | 965 | 43

starts with planning.

The department procures goods,
9 services and works according to 23% | 0.0 | 93 | 41. 465 | 430 | 832 | 44
approved procurement plan as
submitted to the Provincial Treasury.

The department obtains budget 442 | 957

10 approval for the required goods, 23% | 47 | 47 | 25.6 | 62.8 43
services or works before procuring.
The department’s need is cleatly 423 | 895
11 identified and defined by the requesting 23% 1 2.3 193 | 419 | 442 43
division.
3
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The department undertakes market 25. 393 | 936

12 capability analysis to determine the 2.3% 2. 6 39.5 | 30.2 43
procurement method.
The specification for procurement of

oods, services or works are analysed 11. 41.9

13 ¢ and approved by the appointed 47% | 0.0 6 41.9 Y B I E
Departmental Bid Specification ’
Committee.
Mean 4.21

The findings (Table 4) also reveal that 65% of the respondents ‘agree’ that monitoring is conducted effectively;
however, over 20% of respondents do not monitor suppliers’ performance; 32 % do not receive goods, services
or works on time; and 46% say that SCM does not increase the department’s just-in-time service delivery.

Moreovet, 56% of respondents ‘agree’ that controlling (Table 5) measures are implemented. Over 40% of the
respondents indicated that they do not use electronic suppliers’ database; do not have approved turn-around times;
are not trained adequately; do not have procurement risk management policy; and do not have segregation of
duties and SCM compliance units. However, 65% of the respondents ‘agree’ that SCM performance in various
Limpopo Provincial Government Departments is effective and efficient.

Table 3: Procurement Execution

Statement

Strongly
disagree
Disagree
Strongly agree
Std. deviation

The department’s bidding documents

are prepared according to the current

14 regulations; specifications are

accurately defined and neutral with
clear evaluation criteria.

The department use appropriate
15 procurement methods and award the 2.3%, 0. 4.7 37.2 55.8 4.44 796 43
contract according to procurement law

and regulations.
The department procures goods,

16 services or works according to 47% | 00 | 233 | 349 | 372
approved thresholds without splitting
orders to avoid bid threshold.
The department receives a minimum
17 of three quotations for procurement 47% | 00 | 23 302 | 628 | 447 935 43
transactions equal and less than R500
000.00
The department acquires approval
from the Accounting Officer for any
deviations from the procurement
18 processes and those deviations are 23% | 00 | 140 | 372 | 465 | 420 | 875 | 43
recorded in the deviation register and
reported to Provincial Treasury and
Auditor General within 10 working
days.

The department publishes
19 advertisgment of llajids in the 2.3% | 2.3 | 140 32. 488 |+ i
departmental website, Government

23% | 0.0 | 11.6 | 326 | 53.5 | 435 .870 43

4.00 | 1.024 43

43

© 2016 Selomo & Govender
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Tender Bulletin and any other media
for a minimum period of 21 days.

20

The department close and open bids
on the date stipulated on the bid
document as well as other means

where the bid was published with the

dispatch list acknowledged and signed
by the opening committee.

2.3%

23

7.0

34.9

53.5

4.35

.897

43

21

The department publishes the list of
bidders after closing date in the
departmental website.

4.7%

233

30.2

30.2

3.70

1.166

43

22

The evaluation of bids and quotations
above R30 000.00(evaluation of
administrative documents, technical
evaluation and comparison of price) is
done by the appointed Bid Evaluation
Committee following criteria set in the
bidding document without any
amendment.

4.7%

2.3

9.3

39.5

44.2

4.16

1.022

43

23

The appointed Bid Adjudication
Committee considers evaluation report
the bids and quotations above R30
000.00 then determines the award
contract.

2.3%

7.0

7.0

37.2

46.5

4.19

1.006

43

24

The department conducts verification
on PERSAL, SARS, National
Treasury’s list of Restricted Suppliers
and register of Tender Defaulters for
the recommended bidders prior
awarding the contract.

2.3%

0.0

2.3

32.6

62.8

4.53

767

43

25

The department awards publish the
names of the warded bidder in the
Government Tender Bulletin and

other media by means which the bid

was advertised.

4.7%

47

20.9

30.2

39.5

3.95

1.112

43

26

The awarded bidder receives
purchasing order and signs the
contract before delivering of goods or
providing services or works.

2.3%

0.0

11.6

32.6

53.5

4.35

.870

43

27

The department evaluates and
approves suppliers’ capability before
capturing in the departmental
suppliers’ database.

7.0%

7.0

37.2

27.9

20.9

3.49

1.121

43

28

The department create a greater level
of trust among the supply chain
practitioners

2.3%

23

16.3

53.5

25.6

3.98

.859

43

29

The department has improved
integrated activities across the SCM.

2.3%

2.3

37.2

41.9

16.3

3.67

.865

43

Mean

4.08

© 2016 Selomo & Govender
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Table 4: Procurement Monitoring

gree

Statement

Strongly agree
Std. deviation

3.63 952

=M Disa

30 | SCM increases the department’s Just- | 4 70/,
in-Time capabilities.

.0 | 419 | 349 18.6 43

The department improved on-time 3.77 841
delivery of goods, services or works 23% 1 23 1 279 | 512 | 163 ' '
from the appointed company.
The department monitors suppliers’
32 performance as per agreed terms and
conditions.

The SCM division communicates
with end-user of the good, services 3.77 922
33 or works to get feedback on the 47% | 2.3 | 209 | 558 16.3 ' '
quality of goods supplied or services
rendered or works performed.

The department has updated 419 982
34 procurement report and submitted to 7% 1 0.0 | 116 | 395 | 53.5 ' .
Provincial Treasury as required.

The department has updated 4.00 900

35 progress report of all procurement 2.3% | 23 | 186 | 465 | 302 ' .

transactions

31 43

47% | 0.0 | 25.6 | 512 18.6 3.79 914 43

43

43

43

3.93

Total mean

Table 5: Procurement Controlling

]
£ g
0 S ]
% & 8 S g
g o <
Statement § %ﬁ g § -
»n T A N )
The department uses quotation
or tender box for all
36 procurement of good, services 23% | 0.0 4.7 39.5 53.5 4.42 794 43
or works above the value of R30
000.00.
The department uses an 3.63 | 1.381
37 electronic system for suppliers’ | 11:6% | 11.6 | 14.0 | 27.9 34.9 : ' 43
database.
The department has approved
38 | turn-around timesand project | 00y | 47 | 372 | 442 | 140 | 307 | T8 | 43
plan for procurement of goods,
services or works.
39 | Thedepartment hasapproved | 230, | 00 | 9.3% | 419 | 465 | +30 | 832 | 43
financial delegations.
40 The department segregates 47% | 23 | 163 | 419 | 349 | A0 | 1024 1 43
procurement duties.

© 2016 Selomo & Govender
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The department has clear and
41 safe record keeping for all 2.3% 0.0 | 209 | 465 30.2
procurement transactions.

4.02 .859 43

The department trains all staff
involved in procurement
42 activities to identify 2.3% 4.7 | 32.6 | 326 27.9
procurement fraud and risks as
well as any SCM related.

3.79 .989 43

The department communicates
new development in SCM
43 Instruction, laws and regulations | 2.3% 23 | 233 | 349 37.2
to all staff involved in
procurement activities.

4.02 963 43

The department has an
44 approved procurement 4.7% 23 | 302 | 349 27.9
procedure manual.

3.79 1.036 43

The department has an
approved SCM policy.

4.05 1.022

45 4.7% 23 14.0 | 41.9 37.2 43

The department has an
46 approved Procurement Risk 4.7% 2.3 37.2 37.2 18.6
Management Policy.

3.63 976 43

The department has efficient
47 and forceful demand and 47% | 93 | 209 | 326 | 326 | 270 | 1146
vaulSlthn structures to Support

SCM activities.

43

The department has an effective
compliance office that monitors
SCM performance and
compliant to enhance success.

3.58 1.096

48 7.0% 70 | 256 | 419 18.6 43

SCM practitioner has signed a
49 code of conduct for SCM 2.3% 2.3 4.7 41.9 48.8
practitioner.

4.33 .865 43

Mean 3.93

Table 6 reflects the factors impacting SCM in the various government departments surveyed. The major factors
highlighted which obstruct the effectiveness of SCM are late submission of requests to procure by end-users; non-
responsive by suppliers on request to quote; and lack of suitable suppliers on departmental suppliers database.

Table 6: Factors Impacting SCM

Statement

Strongly agree
Std. deviation

()
= & o
& = B‘o
g & Y
=} ] »
g 2 =
»w T A

Lack of a refined information
system for information sharing
among supply chain
practitioners.

Lack of trust and cooperation
51 | among supply chain | 11.6% | 14.0 | 39.5 | 20.9 14.0
practitioners.
Last minutes submission of | 4.7% 4.00 1.069

52 47 | 140 | 395 | 372
request to procure by end-user.

50 4.7 % 11. 32. 41. 9.3 3.40 979 43

3.12 1.179 43

43

© 2016 Selomo & Govender



Dutch Journal of Finance and Management, 1:1 (2016), 37

53 | Suppliers’ geographical distance | 7.0% 1 o 3 | 35 1356 | g [ 347 | 1120 | 43
from the department’s facilities.

54 | Non-responsive on the request | o 5o, | | 300 | 349 |279 | 377 | 1088 |43
to quote by invited suppliers.
Lack of suitable suppliers on the 1 | 1261

55 | departmental suppliers’ | 11.6% | 7.0 | 233 | 349 |[233 |31 [1261 |43
database.
Mean 3.54

Table 7 provides the R, R? adjusted R? and the standard error of the estimate used to determine how well a
regression fits the data. The R column represents the value of R, the multiple correlation coefficient, which is
considered a measure of the quality of the prediction of the dependent variable which in this case is SCM
performance. The value of 0.494 indicates the level of prediction. The R? value (0.244) which is the coefficient
of determination indicates that independent variables explain 24.4% of the variability of dependent variable; which
implies that 75.6% of variations is explained by other factors not reflected in this model.

Table 7 Model Summary
Model [R R Square IAdjusted R Square Std. Error of the Estimate
1 .494a 244 1165 4.320

a. Predictors: planning, execution, monitoring, controlling

Table 8 shows that the independent variables (planning, execution; monitoring and eventually) statistically predict
the dependent variable (SCM performance), F (4, 38) = 3.069 and p<0.05 = 0.028.
Table 8: ANOVA Results

Model Sum of Squares Df Mean Square F Sig.
.028p
1 Regression 229.092 4 57.273 3.069
Residual 709.095 38 18.660
Total 938.186 42

a. Dependent variable: SCM performance
b. Predictors: (constant), planning, execution, monitoring, controlling
c. The general form to predict SCM performance from planning, execution, monitoring and controlling is:
d Predicted YSCMperfornance = o + B X planning T B X erecution = P X monitoring T~ BiX controllirg
e. Predicted
Ysempertormance = 2-698 4+ 0.315X 1 1ing + 0.116 X ¢iion — 0.182X o iioring T 0-036 X onironing
Table 9: Coefficients?
Standardized
Model Unstandardized Coefficients Coecfficients t Sig.
B Std. Error Beta
1 (Constants) 5.658 4.787 1.182 .245
Planning 315 219 281 1.441 158
Execution 116 .109 .280 1.061 296
Monitoring -.182 405 -.120 -448 .656

© 2016 Selomo & Govender
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Controlling .036 .186 .066 194 .847

a. Dependent variable: SCM performance

Table 4 which the unstandardised coefficient indicates how much dependable variable varies with an
independent variable when all other independent variables are held constant. It is evident that the unstandardised
coefficient, B1, for monitoring is equal to -182, which implies that when one unit of monitoring increases, SCM
performance would decrease by the 0.182 monitoring units. The variables with the positive and highest beta are

planning and execution, while controlling is positive with lowest beta; therefore, planning, execution and
controlling have positive relationship to SCM performance.

Figure 1 shows the different factors which prevent the effectiveness of SCM in various provincial departments.
The mean of the responses is 3.54 and standard deviation is 1.12, based on the Likert-type scale of (5) strongly

agree, (4) agree, (3) neutral, (2) disagree and (1) strongly disagree, which imply that the respondents ‘agree’ that the
factors in Figure 1 do indeed prevent the effectiveness of SCM.

Figure 1: Factors which prevent effective SCM
T

Lack of suitable
suppliers on the...

Non-reponsive on
the request to...

Suppliers'
geographical...

3151
Lastminutes
submition of...
] 4.00

Lack of trust and
cooperation

Lack of refined
information...

Discussion and Recommendations

The objectives of the study were to determine how procurement planning, execution, control and monitoring
affects SCM performance in Limpopo Provincial Government Department and to establish how institutional
factors affects SCM performance in these departments. Vogt, Pienar and de Wit (2006:78); Kumar (2011); Lambert
(2001); and CIPS listed the aforementioned aspects as the scope of procurement and supply chain management,
which serve to emphasize the need to procure goods, services or works within the expected period and as required
by the requesting entity.

The study revealed that generally, SCM performance in various Limpopo Provincial government departments
is effective, although the departments experience obstacles during the implementation of SCM processes and
procedures. Furthermore, procurement planning is inadequate and needs improvement when the departments

procure goods, services or works. Procurement execution is also found wanting, especially with regards to
procurement governance.

© 2016 Selomo & Govender
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The above findings have to be interpreted in the context of national government initiatives to ensure effective
SCM, which would eventually impact service delivery to its citizens. The SA government moved from the rule-
driven procurement system to SCM to manage public procurement and address the core best practices such as the
need for value for money; effective monitoring and reporting; skills development of key procurement personnel;
and integrated procurement processes to focus on whole life costs and benefits. According to the Green Paper on
Public Sector Procurement Reform in South Africa (Republic of South Africa 1997), the objectives in terms of
good governance ate to promote effective procurement practices and systems to enable government to timeously
deliver quality and quantity of services; achieve continuing improvement in value for money based on whole life
cost and quality; enhance the competitiveness of suppliers through the development of world class procurement
systems and practices; ensure that control and accountability is maintained through comprehensive auditing; and
achieve a uniform procurement system with standardized tendering procedures, policies and contract
documentation.

Government procurement in all spheres should transform to best SCM practices in order to improve
operations, by adopting philosophies, methods and processes that will make them reach best class level. The
approach involves among others, establishment of regulatory mandates, alighment of staff and structure,
technology usage, establishment of agreements with key suppliers, engagement of collaborative strategic sourcing,
focus on Total Cost Ownership (TCO) not the price, constructive management of contracts, optimised
organizational-owned inventory, the stablishment of appropriate levels of control, and minimising risks.
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