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Abstract

This study evaluated the impact of e-procurement as a strategic sourcing tool in the Beverage Industry in Zimbabwe. A
quantitative survey of 57 respondents drawn from the key players in the Beverage Industry in Harare, Zimbabwe was
conducted using a questionnaire. In line with the research objectives, descriptive statistics were calculated and cross
tabulations were also performed in SPSS to produce outputs that provided answers to the research questions. The results
show that through the use of e-procurement, companies are able to move towards partnership or lean supply with a
smaller number of more technically proficient suppliers. The study concluded that there is a significant positive
association between e-procurement and improvement in procurement efficiency. The study recommends that
organisations develop adequate business processes to support e-procurement and the alignment of existing procurement
processes with e-procurement procedures.
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1. Introduction and Background

In today’s global competitive business environment, business leaders are increasingly shifting procurement functions
from its primary role of obtaining goods and services to other roles such as value-addition and strategic decision making
(Kim et al., 2015; Ross, 2016; Brandon-Jones, 2017). Due to the increasing competitive pressures, improving
cost-efficiency has become the top-most priority for firms across all sectors, in particular those in the manufacturing
sector (Valverde and Saadé 2015). As a result, business leaders have turned to optimising their procurement functions
with a view to reduce costs and increase efficiency. The arrival of internet and electronic procurement (e-procurement)
has revolutionised procurement from its conventional mode to progressive and innovative e-commerce, e-procurement
and e-supply systems.

While exploits and potentials of e-procurement have been demonstrated by studies conducted on firms in the developed
world (Bromberg and Manoharan, 2015; Khorana et al., 2015; Zheng and Manoharan, 2016), Tukuta and Saruchera
(2015) argue that not much has been done to explore the rate of adoption and the impact of e-procurement technologies
on procurement practices and procurement performance in developing countries, especially in Zimbabwe. Therefore,
this study investigated the impact of e-procurement as a strategic sourcing tool in Zimbabwe using the beverages
industry as a case study.

The procurement practice gained prominence during the Industrial Revolution and the First and Second World War as
supplies of raw materials and services needed to keep the factories and mines operating increased (Roshnee, 2013). In
the late 1960s, the role of procurement continued to gain some relevance as the number of trained professionals
increased. This according to Roshnee (2013) resulted in the transformation of the procurement into an important
managerial function. Around the mid-1980s to the early 1990s procurement became more integrated into the overall
corporate strategy fuelled strongly by the development of supply chain management (SCM) software solutions (Lu,
2011). At the end of the 20" century, procurement assumed strategic functions becoming a key component in decision
making process and strategic planning (De Lira, 2011). Today, procurement is considered as a strategic business
function.
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Although the potential of e-procurement has already been proven in a number of studies (Bromberg and Manoharan,
2015; Khorana et al., 2015; Zheng and Manoharan, 2016), the adoption of e-procurement has progressed slowly and
only a small number of organisations have demonstrated its high performance in their industries (Tukuta and Saruchera,
2015). This study therefore, sought to investigate the impact of e-procurement on strategic sourcing in Zimbabwe with
the view to understand the extent to which the use of e-procurement adds value to organisations from a strategic point of
view.

Organisations around the world and across all sectors have experienced unprecedented changes in the market since the
new millennium. The role of procurement has also changed significantly due to the advances in information
communication technologies (ICT) and the advent of the Internet (Chang and Wong, 2010; Gruenen et al., 2017). Today,
web-based applications or management systems make possible various procurement-related activities to be managed
electronically using virtual systems. Online purchasing, business-to-business (B2B) market places, and reverse actions
provide possibilities for companies to engage in e-procurement using sophisticated applications which improve cost
efficiency, supply chain transparency and reduce lead time among other benefits (Thawiwinyu and Laptaned, 2009).

While the business of procurement has changed rapidly over the past decade and more change expected in the next
decade as digital technology reshapes the global economy, research conducted by Sikwila and Karedza (2016) shows
that there is generally slow growth of e-procurement in Zimbabwe. The procurement process in most companies in
Zimbabwe has become a costly activity for businesses over the years, often involving slow manual business procedures
and even slower systematic processes for handling procurement transactions. In order to improve cost effectiveness and
efficiency amidst growing competition in a tough economic environment, there is inevitable need for cost cutting
measures in the supply chain and e-procurement is one such vehicle. This study therefore, sought to examine the impact
of e-procurement on the performance of the Beverages Industry in Zimbabwe.

The study hypothesised that:

H,: There is a significant association between e-procurement and reduction in procurement costs

H,: There is a significant association between e-procurement and reduction in procurement lead time
Hs: There is a significant association between e-procurement and improvement in strategic sourcing
2. Theoretical Frameworks

The proposed theoretical frameworks are based on a set of variables that serve as precursors of e-procurement
implementation as well as the adoption process. The conceptual models underlying the research establish a set of
suppositions linking the adoption and usage of e-procurement, learning orientation implemented within the beverages
sector as well as new ways to enhance the implementation and adoption of e-procurement as the future of procurement.
The theories and models expounded below include Institutional Theory, Technology Acceptance Model and Theory of
Diffusion of Innovation.

2.1 The Institutional Theory

The institutional theory is a traditional approach utilised to examine elements of public procurement (Blair, 2010).
Martins and Oliveira (2009) revealed the three pillars that make institutions as regulatory, normative as well as cultural
cognitive. The regulatory aspect focuses on the laws and rules that a business has to comply with. According to Dawn et
al. (2010), institutions just as in business, have these pillars that make the daily activities meaningful and worth
complying to. Therefore, certain activities fall as norms in the beverages industry and have settled as acceptable
behaviours on the organisation. The theory brings out the idea that any institution is built on values and culture within
the organisation.

Arash and Jeffrey (2010) note that a normative pillar indicates the normal way of operation in the business. Thus, the
implementation, acceptance and adoption of e-procurement in the beverage companies in Zimbabwe depend on the
norms and values of the business. According to Patrick and Robert (2009), cultural-cognitive evaluates the shared
understanding in a business. Each business has guidelines as to the common beliefs, shared understanding and symbols.
The implementation and adoption of e-procurement in any business depends on the shared understanding within the
business. In relation to this study, the drive for the implementation and adoption of e-procurement within the beverages
sector is hinged on desirable and appropriate fit of the system and its harmony with norms, values and beliefs. Raju
(2009) insinuates that the compliance of a business to the institutional theory is heavily reliant on the perceptions and
meaningfulness of any initiative.

2.2 Technology Acceptance Model (TAM)

Technology acceptance model (TAM) is an extension of the theory of reasoned action (TRA) model which was
introduced by Davis in 1986. This theory is mainly based on the idea of technology adoption. TAM replaced TRA with
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two technologically accepted features; perceived usefulness (PU) and perceived ease of use (PEOU), which has been
proven to be of significance to the adoption of technologies such as e-procurement. Many researchers have used this
model to analyse key issues pertaining to the acceptance and usage of e-procurement and many have yielded positive
results indicating a correlation between the incorporated variables such as PEOU and PU.

Perceived

Usefulness
Attitude Behavioural > Actual use
towards use intention to USE

Perceived

ease of use

Figure 2. Technology Acceptance Model (TAM)
Source : Tella and Olasina (2014, p.50)

According to Davies (1989), perceived usefulness is the extent to which a person believes the use of a certain
technology will benefit and improve his/her job performance while perceived ease of use refers to the level to which a
person understands that the use of a new technology will be less complex for him/her. Jeong and Yoon (2013) studied
the TAM model in their study which investigated consumer acceptance of mobile money transaction to ease business
transactions, by explaining relationships that exist between variables such as perceived ease of use (PEOU), perceived
usefulness (PU), perceived credibility (PC), perceived self-efficacy (PSE) and the results indicated that perceived
usefulness, perceived credibility, perceived self-efficacy and PEOU have an influence in the adoption of e-commerce
but the results revealed that PU had more significance than the rest of the variables in influencing businesses to adopt
e-commerce, e-banking and mobile banking services.
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Figure 3. Extended version of TAM
Source: Davis, Bagozzi and Warshaw (1989, p.985).

According to Wojceich and Zahir (2010), constant technological developments create disruptions that may negatively
affect technology acceptance in any business. The acceptance of technology in the beverages industry is dependent on
the business technology PEOU, PU, Perceived Credibility (PC) and Perceived Self-efficacy (PSE). Ronchi et al. (2010)
concur that the acceptance of technology should be through the acceptance of challenges that are also part of the
package. Business therefore, needs to accept technology to their advantage as more advantages exist than the costs.
Martins and Oliveira (2009) argue that technological developments are accepted in a business depending on factors such
as availability of technology, convenience to the business and users as well as security of the technology.

2.3 Theory of Diffusion of Innovations (DIT)

Technology diffuses in the users and even the business in different ways, hence, the differences in the e-procurement
implementation and adoption of technology. According to Turban et al. (2006), Rogers (1995) proposed that the theory
of ‘diffusion of innovation’ was to establish the foundation for conducting research on innovation acceptance and
adoption. Rogers gathered this theory from 508 studies which showed similar results when it comes to the acceptance of
technology. The DIT theory expounds the process through which innovation is communicated in a social system
through different channels (Rogers, 1995).
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This theory propounds that the diffusion of technology is different in every business or industry. The beverages industry
readiness to embrace and use new technology depends on the acceptance of e-procurement in the sector. Kamarulzaman
and Mahomed (2013) reiterate that the acceptance of technology in Fast Moving Consumer Goods (FMCGS) is
anchored on the readiness of a business to support the technology. Businesses are comfortable with tried and tested
e-procurement systems, hence the existence of numerous laggards in the implementation and adoption in any industry.
Goodhue et al. (1995), proposed the Task-Technology Fit (TTF) model to support the adoption of technology in a
business or industry. Certain technologies such as e-procurement at times are not relevant to certain activities in the
beverage companies, companies become late adopters until the technology is relevant to the business. Aboelmaged
(2009) observed that at times businesses take time to adopt technologies because the suppliers and other businesses are
technologically lagging behind. E-procurement systems are meant to cut costs therefore, there is need to watch the
effectiveness and efficiency of the system against the resources invested.

The above discussed concepts, models, applications and theories were based on literature review of different views and
interpretations. The theoretical review shared reveals the theories and how they clearly fit in the study. Thus, businesses
need the understanding of technology and the models that work in the business. Croom and Brandon-Jones (2007) point
out that e-procurement systems need to be custom made as they are not ‘one size fits all’.

According to Trkman and McCormack (2010), businesses in developing economies need to adopt e-procurement at a
faster pace or keep losing to administrative costs involved with conventional procurement. Even though there is
tremendous adoption of e-procurement in developed countries, Sub-Saharan countries such as Zimbabwe calculate the
costs against benefits of adoption which lead to non-adoption (Barngetuny and Kimutai, 2015). Developed economies
have already identified the key benefits and identified that the adoption of e-procurement is a strategic move that have
future benefits in comparison to the challenges of adoption. The studies by Essig and Arnold (2006) revealed that the
adoption of e-procurement overlooks the invisible boundaries that reduce exchanges between businesses. For example,
the barriers of trade for small companies in Harare and those in Tsholotsho can be overcome with the adoption of
e-procurement. According to Amani (2015), other African countries such as South Africa, Uganda and Nigeria are
aggressively adopting e-procurement which enhances more international business transactions. Non-adoption of
e-procurement also works as an inhibitor of international business such as reaching untapped markets.

E-procurement adoption has a positive impact on strategic sourcing in a business (Seurey, 2015). According to Amitt
and Zott (2011), e-procurement enhances improved product quality and value addition. International B2B procurement
creates and establishes e-linkages that result in strategic sourcing of both raw materials and business opportunities.
Borozanov (2012) acknowledges that the shift by businesses to e-procurement is a strategic way of marketing the
business. For example, anyone has access to Alibaba.com anytime, thus saving time, costs as well as effort of business
marketing. Brevis and Verba (2014) argue that e-commerce gives a business a competitive advantage that is long lasting
and has a future bearing on the business success. The main objective of e-procurement in any business should be
enhancement of relationships that provide growth and opportunities for the business. Uba et al. (2013) assert that
businesses that adopt e-procurement eliminate the costs of making new connections every time when there is need of
certain products or services. Recently, the Government of Zimbabwe adopted e-governance which can be a major boost
for beverage companies to adopt e-procurement.

3. Research Methodology

This study was conducted in Harare, the capital city of Zimbabwe in which a survey of top ten companies in the
Beverage Industry in Zimbabwe was conducted on 57 respondents (Creswell and Creswell, 2017). The target population
comprised operations managers, quality control managers, sales managers, finance managers and procurement
managers and personnel drawn from the key players in the Beverage Industry in Harare as shown in Table 1.

Table 1. Top ten companies in the Beverages Industry in Zimbabwe based on annual revenues

Revenue per year Distribution of
Company Name Us$ (mill?ons))/ managers
Delta Beverages (Manchester Brewery) 245 8
Delta Beverages (Coca Cola) 230 5
Nestle Zimbabwe 102 7
Delta Beverages (Chibuku) 97 6
Dairiboard Zimbabwe 93 7
Schweppes 88 6
African Distillers 73 4
Tanganda Tea Company 68 5
Delta Beverages (Shumba Mahewu) 27 5
Sparkle Beverages 6 4
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Source: Infiniti Research Limited (2018)

A structured questionnaire consisting of mainly closed-end questions on a five-point Likert scale were administered
(Patten, 2016). To boost validity, data instruments were tested through a pilot study and all the unforeseen challenges
were corrected before undertaking the study. The internal consistency of the questionnaire was tested using the
Cronbach’s alpha and all the items on the questionnaire that contributed to the decline in the reliability were removed or
rephrased in the cases where they were negatively worded (Saunders et al., 2016). The quantitative data gathered were
subjected to data coding and capturing in Microsoft Office Excel (2010) and exported to SPSS Version 20. The
hypotheses for this study were tested using chi-square and correlation analysis. The results were presented in tabular
and graphical formats. As part of ethical considerations, the purpose of the research was clearly communicated to all the
selected respondents and voluntary participation was sought through a consent form. The respondents were assured of
confidentiality and anonymity and that they were free to withdraw from the study if they wished to do so (Hart, 2005;
Oliver, 2010).

4. Findings and Discussion
4.1 Relationship between E-Procurement and Supply Base Optimisation

One important strategic decision in the design of an organisation’s supply chain is the number of suppliers that are
utilised for a given product or service. To determine the role of e-procurement as a strategic tool in the creation and
management of supplier base, the respondents were asked to state their level of agreement with statements describing
the effect e-procurement has on rationalisation of suppliers’ lists as shown in Figure 3. The results presented in Figure 3
suggest that the adoption and implementation of e-procurement has reduced the degree of uncertainty or complexity of
purchasing situation. Considering the fact that companies in the Beverages Industry purchase their supplies from a large
number of suppliers, the companies continue to incur unnecessary costs ranging from administrative costs to missed
opportunities to standardise the products purchased. According to Talluri et al. (2013), effective management of the
sourcing process requires working more closely with fewer suppliers. As such, rationalising the supply base reduces the
absolute number of transactions and the associated costs. Therefore, the adoption of e-procurement has enabled the
organisations to develop an effective system of vendor appraisal and evaluation which can be used to identify suppliers
with which the organisation intends to concentrate the majority of its supplies. Suppliers failing to meet the
organisation’s standards may be discarded, thus reducing the range of suppliers with which the buyer as well as other
administrative departments has to deal with.

Amnticipation of customers’ demands

Effective performance management suppliers _
Orders based on current and projected —_
customer demand

Integration and reduction of total number of
our suppliers

Vendor selection and management _

0%% 20% 40% 60%% 80%% 100%0

Percentage (%o)

m Strongly cdisagree = Disagree Notsure ™ Agree ™ Strongly agree

Figure 3. Effect of e-procurement on supply base optimisation

The results therefore, suggest that through the adoption of e-procurement, companies are able to regularly appraise,
evaluate and rate their existing vendors. As a result, most organisations have managed to effectively integrate and
reduce the total number of their suppliers based on their previous performance. The results concur with Mitra and
Anshul (2012) who found that in highly competitive manufacturing sectors with tiered network sourcing structures,
supply base optimisation is increasingly seen as a means of moving towards partnership or lean supply with a smaller
number of more technically proficient suppliers. The findings also support Talluri et al. (2006) who suggested that
e-procurement systems enable organisations to create quantifiers which monitor vendor’s performance and create a
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platform to evaluate their progress in terms of buyer’s strategic objective. The results also suggest that e-procurement
has potential to improve the relationship between the buyers and the suppliers. This according to Mitra and Anshul
(2012) is done by managing the supplier base in an effective manner by identifying and selecting suppliers for strategic
long-term partnerships, involving them in early design phase of the product or new processes and providing benchmarks
and continuous feedbacks.

4.2 Influence of E-Procurement on Efficiency of the Procurement Process

The other objective of the study was to assess the effect of e-procurement on the efficiency of procurement in the
Beverages Industry. The results in Table 2 indicate that e-procurement solutions have a positive influence on the
efficient performance of the supply chain management system. Through the use of e-procurement systems, procurement
teams are able to manage the procurement risks and ensure that the procurement objectives are met.

Table 2. Descriptive statistics on the impact of e-procurement on efficiency of procurement

Mean Std. Dev

E-procurement system provides for a consistent and easy to follow process for

. . 4.00 0.875
ordering goods and supplies.
E-procurement system ensures that there is minimum disruption of services 3.67 0.930
E-procurement system reduces the cost of purchasing and the time it takes 3.65 0.887
E-procurement system ensures that the quality of service and costs always match the 365 1.000

value for money
E-procurement system ensures that supplies are within cost limits 3.63 0.866
E-procurement system competently manages the procurement risks and ensures that 362 0.898
the procurement objectives are met ' '
E-procurement system ensures that all procurements are received 3.52 1.010
Our procurement system ensures that the goods and supplies that we receive are of

. - 3.50 0.968
appropriate quality
E-procurement system ensures that performance targets on value for money obtained

. . 3.46 0.874

and cost savings are always achieved
The procurement function within my organisation is responsive to my ad hoc needs. | 3.40 0.939
E-procurement system is good at negotiating good prices 3.38 0.914
E-procurement system ensure that the company procurement needs are met, but not
exceeded 3.25 0.887

These findings are in tandem with the findings of Eadie et al. (2010) who concluded that being a lean channel for
communication; e-procurement is a rapid efficient method of finding and connecting with new suppliers. Similar results
were also reported by Matunga et al. (2013) who found that by adopting e-procurement, staff has sufficient time to
engage on strategic issues of procurement. According to Matunga et al. (2013), the time wasted in moving from one
town or country to another to look for a potential supplier or buyer is greatly reduced when an organisation adopts
e-procurement since with a click of a button, sourcing information can readily be obtained on the internet.

4.3 Hypothesis Testing

Hi: There is a significant association between e-procurement and price reduction. To test this hypothesis, Chi-square
tests were used. Statements related to the association between e-procurement and cost reduction were subjected to
Chi-square tests. The results on all the six parameters show that at cx =0.5, there is a significant relationship between
e-procurement and reduction in costs.

H,: There is a significant association between e-procurement and a reduction in procurement lead time

The hypothesis was tested using Chi-square test. Three statements from the questionnaire linked to the aspect were used
and the results are shown in Table 3
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Table 3. Association between e-procurement and reduction in procurement lead time

Technology is used to make | The main driving force to the adoption | The current procurement
the process of ordering and | and implementation of e-procurement | system reduces the cost of
paying for goods easy and | was the need to reduce time spent on | purchasing and the time it
efficient procurement takes

Chi-Square [ 49.917° 18.167° 22.167°

Df 4 3 3

Asymp.

- .000 .000 .000
Sig.

a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 9.6.

b. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 12

As shown in Table 3, at 5% significance level, there is sufficient evidence that the adoption of e-procurement has a
significant effect on reducing the procurement lead time.

The third hypothesis inferred a significant association between e-procurement and improvement in strategic sourcing.
The Spearman Rank Correlation coefficient was used to measure the relationship between the key drivers of
e-procurement and their influence on strategic sourcing in the Beverages Industry. Table 4 presents the Spearman’s
Rank Correlation coefficients.

Table £51R!1SCASH A B EFERMISCF. . Spearman Rank Correlation coefficient

Supply market | Costs Appraisal of | Supply base | Strategic
intelligence efficiency suppliers optimisation sourcing

Supply — market |, 5,

intelligence

Cost efficiency 0.546 1.000

Appraisal - of | 6o 0.544™ 1.000

suppliers

Supply ~base | g7 0.134 0.508 1.000

optimisation

Strategic sourcing | 0.410™ 0.374" 0475 0.226" 1.000

**_Correlation is significant at the 0.01 level (2-tailed)

The results in Table 4 show that there is a positive correlation between the key drivers of e-procurement namely: supply
market intelligence; cost efficiency; appraisal of suppliers; supply base optimisation and strategic sourcing. The
findings are consistent with the findings of Eadie et al. (2010) who concluded that e-procurement has a positive effect
on market intelligence and the procurement decisions made on the basis of that intelligence. According to Eadie et al.
(2010), strategic sourcing cannot be made without market intelligence. The results are also in line with Krmac (2011)
who established that e-procurement improves access to information. E-procurement enables faster data preparation and
transmission times. Handfield (2006) also shows that market intelligence functions and tools enable strategic sourcing
by combining on-going monitoring, research and analysis with deep needs assessment, a future focus and problem
solving. The positive relationship between supplier evaluation and strategic sourcing was also reported by Pikousova
and Prusa (2013) who reported that measuring supplier performance is essential to ensure a well-functioning supply
chain and company competitiveness. Understanding supplier performance will both prevent risk and improve
cooperation.

5. Conclusion
5.1 E-procurement, Supply Base Optimisation and Efficiency
5.1.1 Relationship between E-Procurement and Supply Base Optimisation

The adoption of e-procurement has enabled companies in the Beverages Industry to develop an effective system of
vendor appraisal and evaluation which can be used to identify suppliers with which the organisation intends to
concentrate the majority of its supplies. Implementation of e-procurement has enabled most of the companies to
integrate and reduce the total number of suppliers. Through the use of e-procurement, the procurement department is
able to identify and discard suppliers failing to meet prescribed standards thereby reducing the range of suppliers with
which the buyers as well as other administrative departments have to deal with. By rationalising the supply base through
e-procurement, the majority of companies in the Beverages Industry have managed to reduce the absolute number of
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administrative handiwork and the number of transactions thereby effectively managing the sourcing process.
Considering the fact that companies in the Beverages Industry are used to purchasing their supplies from a large
numbers of suppliers, supply base optimisation through use of e-procurement has enabled the companies to cut
unnecessary costs ranging from administrative costs to missed opportunities to standardise the products purchased.
Supply base optimisation is increasingly seen as a means of moving towards partnership or lean supply with a smaller
number of more technically proficient suppliers. The use of e-procurement solutions has also enabled companies in the
Beverages Industry to effectively anticipate customers’ demand which has a bearing on whether they should increase or
decrease their supply base. Therefore, the adoption and implementation of e-procurement has reduced the degree of
uncertainty or complexity of purchasing transactions.

5.1.2 Influence of E-Procurement on Efficiency of the Procurement Process

The results revealed that e-procurement solutions have a positive effect on the performance of the supply chain
management systems. Through the use of e-procurement systems, the procurement team is able to competently manage
the procurement risks and ensure that the procurement objectives are met. The adoption of e-procurement solutions has
enabled staff to have ample time to engage on strategic issues of procurement thereby making e-procurement an
efficient method of finding and connecting with new reliable suppliers. The study also established that e-procurement
saves time as a potential supplier could be scouted for through the click of a button.

5.2 Recommendations
Based on the study findings, the following recommendations are proffered:

Companies in the Beverages Industry are recommended to regularly appraise, evaluate and rate their existing vendors.
The majority of supplies must be concentrated on the best performing suppliers and those failing to meet standards must
be discarded. Furthermore, to improve the role of e-procurement as a strategic sourcing tool, procurement as a function
should be provided with tools that support continuous input to an organisation’s strategic sourcing decision making
processes, as well as manage key relationships with suppliers. The study also recommends that the procurement
function must be routinely included in cross-functional teams, in order to access information on changes in supply
markets.

5.3 Areas for Future Studies

Since this study was confined to the Beverages Industries, further studies must be done to explore sectorial differences
in the adoption of e-procurement. Also, given that several studies on e-procurement and strategic sourcing have been
conducted in the private sector, there is need to evaluate the impact of e-procurement as a strategic tool on the
performance of supply chain in the public sector in Zimbabwe.
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