
S1(1.3) 
SPF GOOD PRACTICE GUIDE 

SOURCING BUSINESS MODEL 

SELECTION 
 

1 SPF Good Practice Guide – Sourcing Business Model Selection 

  Last Updated:  February 2024 

Using this guide 
This guide accompanies the National Treasury’s Strategic Procurement Framework 

(SPF) for Strategic Sourcing in the Public Sector.  For more information, visit the National 

Treasury website at http://ocpo.treasury.gov.za/ 

The SPF can be found here:  

http://ocpo.treasury.gov.za/Resource_Centre/Documents/1A.%20Strategic%20Proc

urement%20Framework.pdf 

 

SOURCING BUSINESS MODEL SELECTION 

 

1.0 Introduction 

i. The sourcing business model helps to prioritise and understand the most 

appropriate economic and contracting approach for the commodity. 

ii. The following good practice guides apply when selecting an appropriate 

sourcing business model: 

a. Sourcing business model mapping (SBMM) 

b. Sourcing business consideration checklist 

c. Categories of the sourcing models 

d. Positioning the commodities on the sourcing business models 
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1.1 The objective 

i. To understand the organisation’s spending profile. this will inform the most 

appropriate relational and economic model.   

ii. It also involves positioning commodity groups to prioritise and trigger the 

procurement process within the procurement plans in line with the sourcing 

business model mapping. 

1.2 The output 

i. Sourcing business model mapping  

2.0 Good practice guides 

2.1 Sourcing business model mapping (SBMM) 

i. The sourcing business model is a tool that is used to determine the kind of 

relationship and commercial approach that works the best for the procurement. 

ii. The sourcing business models are then classified into seven (7) models.  

iii. Each of these models has the tools that guide the development and execution of 

the sourcing strategy. 

iv. The seven sourcing business models are: 

a. Basic provider 

b. Approved provider 

c. Preferred provider 

d. Performance or output-based (managed services) 

e. Vested 

f. Shared Services 

g. Investment (Private-Public-Partnerships) 

v. Each of these Sourcing Business Models optimises some 20 key business attributes.  

vi. Each Business Model (Figure 1) has a unique value proposition, based on business 

needs. The seven Sourcing Business Models are: 
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Figure 1: Sourcing business model selection 

 

2.2 Sourcing business consideration checklist 

i. A series of seven checklists (one for each Sourcing Business Model) that are easy-

to-use help to ensure you do not forget any major decision points that need to be 

made as you work through your sourcing initiative. 

ii. An example (Figure 2 sourcing consideration checklist) of the sourcing business 

consideration checklist (basic provider) indicates the tools available and their 

attributes. 
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Figure 2: Sourcing business consideration checklist 

 

 

2.3 Categories of the Sourcing Models 

The seven sourcing models are further classified into three broad categories as 

indicated in Tables 1, 2 and 3:  

i. The Transaction-based types 

a. In a transaction-based model, the commercial aspects around the 

most competitive price (MCP) are prioritised ahead of the 

relationship. It is based on a Purchase Order (PO) three-way 

matching (PO, Invoice & Delivery Note). 

Source: Used with permission. Vested
®
 www.vestedway.com. Vested, Inc 

http://www.vestedway.com/
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b. The three types classified under transactional are the simple 

transaction providers, approved providers, and preferred providers 

sourcing models. 

c. Table 1 (the transaction-based models) indicates the main 

characteristics of the simple transaction, approved and preferred 

providers. 

 

Table 1: The Transaction-based models 

Source: Used with permission. Vested® www.vestedway.com. Vested, Inc. 

 

ii. The outcome-based  

a. An outcome-based business model pays a service provider for 

achieving a defined set of business outcomes, business results, or for 

achieving agreed-on key performance indicators.  

b. The two types classified under outcome-based business models are 

performance-based and vested relationships. 
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c. Table 2 (the outcome-based models) indicates the main 

characteristics of the performance-based and the vested sourcing 

business models. 

 

Table 2: The Outcome-based models 

Source: Used with permission. Vested® www.vestedway.com. Vested, Inc. 

 

iii. The Investment-based  

a. Organisations that struggle to meet complex (high investment in 

technology skills and resources) business requirements using 

conventional transaction-based or outcome-based approaches, 

typically invest to develop capabilities themselves through a process 

of insourcing.  

b. The two types are shared services and equity partner sourcing 

business models. 

c. Table 3 (the investment-based models) indicates the main 

characteristics of the shared services and the equity-partner 

sourcing business models. 
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Table 3: The investment-based models 

Source: Used with permission. Vested® www.vestedway.com. Vested, Inc 

 

2.4 Positioning the commodities on the sourcing business models 

i.  Once the commodities have been classified, they are further positioned using 

sourcing business model mapping to determine the relational and economic 

model approach. 

ii. Figure 3 (levels of dependency and shared value) shows the axes used to classify 

the business models based on dependency and shared value.  

a. The more dependency, the less the commodity-based market 

approach should be used.  

b. The second axis is that of shared value. 

iii. The more potential rewards to an organisation, the more an organisation should 

strive to use risk/reward incentives that are found in outcome-based or 

investment-based approaches. 
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Figure 3: levels of dependency and shared value 

 

 

3.0 The templates 

i. Not applicable 

 

Source: Used with permission. Vested
®
 www.vestedway.com. Vested, Inc 

http://www.vestedway.com/

