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ndian small and medium
Ienterprises (SMEs) are
known for theirreluctance
to embrace technology. As re-

cent as May this year, a survey

conducted by Ficei among 150
Indian SMEs found that one-
fifth of the respondents donot
use any kind of information
and communication technolo-
gy tools. But the Indian offsh-
oot of US-based Ariba, a mak-
er of web-based software that
hooksup suppliersand buyers
online, has a different story to
. tell. The company is a leading
player in cloud-based collabor-
ative commerce applications
and counts large companies
such as Axis Bank, Benetton
India, L&T and Medanta

among its customers in India.
Amit Bhatia, group director
and head of sales for the Indi-
an subcontinent at Ariba, says
companies as small as %100
crore in annual turnover are

looking to do electronic trans--

actions and negotiations with
suppliers. e-Sourcing initiat-
ives in India, he says, have
been prevalent for the last two
decades. “The difference is
that it was earlier restricted to
large companies in select sec-
tors. Such companies typical-
ly turned totechnology during
aslowdowntosaveoncosts. As
a result, the market penetra-
tion in India was really low,”
But in the last four years, the
penetration. has sharply in-
creased. The biggest users of

“these technologies are compa-

nies with higher spend base in
indirect spending and are gen-
erally present in banking and
financial services, pharma,
FMCG, retail, etc.

“It was a revelation for us,”

says Bhatia about the accepta-

nce among SMEs. He says that
in the last two years, Ariba
was not in the space for SMESs

as the company was working

with big clients. The change in
the mindset of small compan-
iescameaboutsince Ariba sta-
rted talking to the owners di-

rectly, eliminating CXOs or the
middle management. In Arib-

a’s experience, Bhatia says the
company found that because
of theirsize and low brand qu-
otient (read: small paying cap-
acity and scarce talent), SMEs
find it difficult to hire people.

For an SME that looks to grow

from a%150-crore company toa
Z300-crore one, this is a big im-
pediment. But thanks to tech-
nology, small enterprises can

scale up operations without

adding people. T'here are other
benefits too. When ownersval-
ue fransparency and comi-
pliance in their organisations,
ithelpsthem attractsuppliers,
says Bhatia. It is also critical
for these companiestolook for
supplier bases in terms of
willing partners and unigue
positioning in the market.
According to Bhatia, SMEs
also prefer cloud technology
asthey don’t want to buy hard-
ware. Thisistrueof mostcom-
panies globally. Ariba’s accep-
tance among SMEs comes as
more and more businesses

across the globe turn to the

cloud to cater to their software
needs. Many companies now

use software hosted on remote

servers and accessed via the
internet because they don’t
have to install and maintain

‘SMEs Turn to e-Sourcmg Thanl(s to Owners

software in-house. “We get
buyers and suppliers across
geographies, separated by lan-
guiages and currency, interact-
ingasif theyaresittingnextto
each other in all aspects of
commerce including identify-
ing suppliers, negotiating,
sendingpurchaseorders, rece-
1ving invoices and acknowled-
gement,” says Bhatia.

Ariba, bought by German
business software company
SAP earlier this year for $4.3
billion (the deal is awaiting
regulatory approval), has de-
veloped 46 types of negotia-
tions to address the entire ga-
mutof spending. Forexampie,
if a company is about to buy a
printingmachine andfive sup-

pliers appear on the scene,

each would have different
specifications and hundreds
of parameters would come in-
toplay. Thankstotechnology, a
supplier is chosen within
weeks, eliminating a manual
task that would have taken
months to complete. “Primar-
ily, companies can use e-sourc-
ing for all kinds of transac-
tions they have with their
suppliers across all items, ser-
vices and commodities. How-
ever, as companies start to use

‘the technology, the preference

istouseitforitemsthatarenot
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market-linked, indexed and
have a large supply base.
These kinds of items are typi-
cally ones like packaging, IT,
plant maintenance, market-
ing expenses, print and sta-
tionery,” says Bhatia.

On the cost differential betw-
een e-sourcing and e-procure-
ment compared to traditional
sourcing and procurement,
Bhatia says it varies across
companies, industries and ite-
ms/services being procured
using technology vis-a-vis
manual transactions. “The
costdifferential isnotonly due
toreduction inabsolute prices
but also the way companiesdo -
buying. For example, compa-
nies move from per-unit price
to looking at total cost of own-
ership.” Besides savings in
manpower costs, what also
gets impacted is compliance
andreducedrisk, according to
him. “The benefits range from
aslowas1% toashighas40%.”

Today, Indian companies
across the board, right from
energy, utilities, pharma,
FMCG, BFSI, heavy engineer-
g and infrastructure, are

reaping rich benefits from e-

sourcing. “We have created a
community of customers and
suppliers who are, in‘ turn,
sub-suppliers,” Bhatia says. /




