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Abstract

The purchasing function in supply chain management contributes directly to the
operating results and profitability of an organization. The fact that purchasing spend
of an organisation is over half of its revenue highlights its potential.

Supply Chain Management addresses many aspects of a business, and it can be even
more complex for a telecommunication organisation where both goods and services

play a key role.

This research utilised a single case study to investigate pathways to achieving
procurement cost efficiencies. The current supply chain literature was used to assess
the supply chain of a telecommunication organisation with a view to quickly identify

opportunities for improvement.
The research explored a number of topics as described below.

e The processes in the procurement cycle, namely Forecast, Source, Order, Pay and
Review. This was used to assess the procurement process maturity and
recommendations for improvement were made.

e Understanding the procurement spend is a key requirement for the development
of a procurement strategy. This is typically performed by category. However this
is a difficult task for most organisations. This study showed how a spend analysis
and category management system can be designed and implemented. It also
showed how this can be used in conjunction with a purchasing portfolio matrix to
quickly focus on spend categories that would provide maximum benefit.

e Research has shown that Information technology is a key enabler in the supply
chain. This study also highlighted how the current SAP ERP system and E-
procurement can be leveraged in the current context to obtain process and cost
benefits.

e Measurement of procurement performance is an important aspect for any process
improvement exercise. The study identified relevant performance measures for

supplier as well as payment performance.



e The research also showed how the SCOR model can be used to provide an
overview of the supply chain and the importance of calculating some key SCOR

metrics to assess opportunities for improvements.

The study revealed that a number of options are available for procurement cost
reduction. It also highlights the importance of process compliance and integration
with other aspects of the supply chain (especially forecasting) to exploit

opportunities for cost reduction.
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Glossary

Term Description

APS Advanced Planning Systems

Catalog A list of items that can be purchased from a supplier. Includes item

details and price.

COGS Cost of Goods Sold

CPFR Collaborative Planning, Forecasting and Replenishment

GPO Group Purchasing Officer — The Head of the Procurement function
EDI Electronic Data Interchange. The computer-to-computer exchange of

business data in a standardized format.

ERP Enterprise Resource Planning. Large systems like SAP, Oracle
ERS Evaluated Receipt Settlement or buyer-created invoices

Material A logical grouping of similar items as defined in the SAP system
Group

OCR Optical Character Recognition

RFx RFI, RFP, RFQ, Request for Information, Proposal, Quotation etc.
S&OP Sales and Operations Planning

SAP R/3 The core SAP ERP transactional system.

SAP SRM Supplier Relationship Management. Part of the SAP suite of
applications.

SCM Supply Chain Management
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Term Description

SCOR Supply Chain Operating Reference - from Supply Chain Council
SKU Stock-keeping Unit. Also known as Material number in SAP
TCO Total Cost of Ownership

UFB Ultra-Fast Broadband

VMI Vendor Managed Inventory
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