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SCM Transformation, Localisation and Strategic Value

Complying practically with the new 30% local subcontracting requirement

Purpose of the policy

To Use Public Procurement As A Lever To Promote:

* Socio-economic Transformation,

 Empowerment Of Small Enterprises,

* Rural And Township Enterprises,

e Designated Groups And Promotion Of Local Industrial Development.

Inclusive Economic Growth In South Africa.
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SCM Transformation, Localisation and Strategic Value

Complying practically with the new 30% local subcontracting requirement

Purpose of the policy

The 80/20 Preference Point System Will Apply To Tenders With A Contract Value Equal To Or
Above R30,000.00 Up To R50 Million.

Tenders With A Contract Value Of Up To R50 Million Will Accordingly Be Evaluated By Allocating
80 Points Towards The Pricing Of Goods And Services And 20 Points Towards The B-BBEE Status
Level Of the tenderer.

The 90/10 Principle Will Apply To Tenders With A Contract Value Exceeding R50 Million, With
90 Points Awarded For Pricing And 10 Points For The B-BBEE Status Level Of The Tenderer.
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SCM Transformation, Localisation and Strategic Value

Complying practically with the new 30% local subcontracting requirement

* A Tenderer With A Stipulated Minimum B-BBEE Status Level of contribution matters;

* A Tenderer Qualifying As An EME (Annual Turnover Below R10 Million) Or QSE (Annual Turnover
Below R50 Million);

A Tenderer Subcontracting A Minimum Of 30% Of The Tender To EME’s And QSE’s, Or EME’s And
QSE’s That Are At Least 51% Owned By Black People / Black Woman / Black Youth / Black People
With Disabilities / Black People Living In Rural Areas / Black

* People Who Are Military Veterans; Or

e Cooperatives Which Are At Least 51% Owned By Black People.
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What the proposed repeal of set-asides means for designated groups



SCM Transformation, Localisation and Strategic Value

2. What the proposed repeal of set-asides means for designated groups:

In The Case Of Certain Designated Sectors as per the dti, an Organ Of State May Be Required To
Only Consider Locally Produced Or Manufactured Goods Which Meet The Stipulated Minimum

Threshold For Local Production.

To ensure protection of the economy and improve the Gross Domestic Product. Department of
Small Business has set a target for employment that must be derived from small businesses.

Address socio-economic development challenges such as skills development, unemployment and
sustainability of businesses.

This Requirement May However Also Be Included In The Case Of Non-designated Sectors, But Such
A Specific Condition Will Need To Be Specified In The Tender Advertisement.
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SCM Transformation, Localisation and Strategic Value

Complying practically with the new 30% local subcontracting requirement

Purpose of the policy

The New Regulations Specifically Mention That Sworn Affidavits (sectoral):

Prescribed By The B-BBEE Codes Of Good Practice Are Sufficient as Proof Of The B-BBEE
Status Level Of A Tenderer.

EME’s And 51% Black Owned in ownership.
QSE’s, Automatically Qualifying For Certain B-BBEE Levels By Way Of A Sworn Affidavit,

Have Previously Struggled With The Acceptance Of Their BEE Affidavits Will Find This
Provision Of Benefit To Them.
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3. Shifting procurement from a compliance function to a strategic value driver



SCM Transformation, Localisation and Strategic Value

Extracting maximum value from every rand of public spend through strategic sourcing:

- Align to strategic objectives of the organization.

- Internal Analysis such as SWOT for the SCM function

- Ensure proper procurement planning during budgeting — use an activity based costing to determine procurement
activities.

- Spend analysis and value add to the SCM value chain

- World state procurement is more risk based than compliance

- Performance and Supplier Relationship Management

- Supplier Management and supplier profiling

- Strategic sourcing must be proactive based on procurement plans.

- Conduct CRM meetings for continuous improvement
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SCM Transformation, Localisation and Strategic Value

Shifting procurement from a compliance function to a strategic value driver:

Technological E Politi Environmental
I

& &Y |=al ‘> K =

*Health *Economic Growth *Weather -Consumer
consciousness *Exchange rates «Climate Change protection laws
+Lifestyle attitudes *Interest rates *Environmental «Copyright and
-Affordability -Inflation rates policies patent laws
‘Disposable Income ‘Health and safety
*Unemployment «Competition
rate commission laws




SCM Transformation, Localisation and Strategic Value

Shifting procurement from a compliance function to a strategic value driver:

Steps to establish a category
management system

1

&

2

&

Analyze your spending
and the market

a

-

<~

Group similar products or
services together

3

-
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Create a clear plan for
each category

S

=

Get input from all
stakeholders early on

s

Put your buying plan
into action

Monitor results and make
improvements
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4. Extracting maximum value from every rand of public spend through strategic
sourcing.



SCM Transformation, Localisation and Strategic Value

Shifting procurement from a compliance function to a strategic value driver:

: 1. Create Jobs and ) * Increased job creation through

I —) this programme

Preserve 4

» Skills transfer to Service
T T T T - Providers to ensure
r 02. skills and Technology : ) accumulation of knowledge
« Development ’ and experience.

* Equip with Technology
resources

’ ~ * Empower Suppliers operating
I | —) within project community,

A 03. Local Spend / regionally through
increasing supplier base

* Encourage the growth and
————————————— development of small businesses
04. Small Business \ — and start-ups through procuremen
\ Promotions ! and support offered
.

05, Regional \
rocurement and Rural 1 * Procurement of goods and
P 1 — services from local
Integration ! communities including socio-
—————————————— economic Development
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