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rosjECTVES

With the advent of the Internet in India in the late 1990s, individuals and organizations started
identifying ways and means of automating their key processes. Over the years the Indian Public
sector also felt a great need for wide-ranging reforms in the public procurement process in order
to achieve,

e ease, efficiency and simplification of procedures,
¢ demand aggregation with greater transparency,

e consistent procurement procedures across departments with better
quality of work,

o fair and equal opportunities to all suppliers with fair competition

e reduction in cost of procurement with reduced time.

E-procurement, a web-based IT project is a solution for all these problems. E-Procurement is
the process wherein the physical tendering activity is carried out online using the Internet and
associated technologies. It revolutionises the manner in which procurements are done in
government departments. The government departments conduct their end-to-end procurement
related transactions, right from invitation of tenders to issue of supply order remotely in a new
environment facilitated by the emerging internet technology.

The E-procurement platform offers a superior level of security with secure socket layer ( SSL)
encryption, strong authentication with digital certificates, PKI encryption of data and speed to
conduct real-time bidding over the internet.
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2 EARLIER APPROACH

Prior to the introduction of an E-Procurement platform®, procurement in Government
departments was carried out through a manual tendering process. This process involved
obtaining internal approval of the project, publishing a Notice Inviting Tenders (NIT) in several
media outlets, bid submissions (voluminous sheaths of paper) by suppliers, bid evaluations by
buyers, and finally, the awarding of the procurement order and signing of agreements. The
complete process required a long chain of internal authorizations and scrutiny (at times involving
several departments), several visits by suppliers to departments, and the generation of reams of
paper-based statements and evaluations. The manual tender system was suffering from the
following deficiencies™:

o Discrimination and delay in issue of tender schedules to suppliers:.
e Cartel formation to suppress competition:

e Physical threats to bidders:

e Tender Boxes at Multiple locations:

e Tampering of tender files:

e Delays in finalization of tenders:

e Human interface at every stage:

e Lack of Transparency:
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3 NEW APPROACH

The severe® shortcomings in the manual tender system had an adverse effect on the reputation
of Government departments. Delays in the finalisation of suppliers for materials and services for
government projects had crippling impacts on the completion of projects and delivery of services
to the citizens. It was thus recommended to create an E-Procurement market place. This would
facilitate online tendering based on Internet technology to provide ‘any where any time’ access
to the bidders for participating in tendering. This would also eliminate the non value adding
activities like manual sale of tender documents, manual opening and reading of bids,
preparation of comparative statements (as they are automatically available), audit/cross check
of comparative statements, time spent in movement of files from one person to another, manual
creation of purchase order and delivery schedule etc'.

The entire e-Procurement process is designed to avoid human interface i.e., supplier and buyer
interaction during pre bidding and post bidding stages. The application ensures total anonymity
of the participating suppliers, even to the buyers, until the bids are opened on the platform. The
E-Procurement application provides automatic bid evaluation based on the evaluation
parameters given to the system. These improved processes have eliminated subjectivity in
receipt and evaluation of bids and has reduced corruption to a significant extent.

To bring in transparency in E-Procurement, tender documents containing all details are hosted
on the web site. The documents can be downloaded by the interested suppliers free of cost,
from the day of publication of a tender. Suppliers are no more dependent on the officials for
various details. At any time in the procurement cycle, any person associated with the transaction
can check and know the status of the transaction. This saves time and effort involved in finding
out the status of a purchase order, besides enabling better planning of inventory.

At the outset, an effort is made to standardize the procurement processes and forms followed by
various departments especially for public works tenders. Today, government departments follow
common tendering process and forms for works tenders. These processes have been re-
engineered to further improve the efficiency and curtail subjectivity in tender evaluation on the
part of the department users.
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4 CORE FUNCTIONALITIES

Following are the core functionalities catering to the requirements of E-Procurement used
across different departments in a governmental setup?.

o Government officials (Users) registration and Right Allocation.

e Vendor registration &Pre-Qualification.

¢ Indent creation and approval.

e Estimated Cost Value (ECV).

e Tender Creation and approval.

e Publication of notice inviting tenders (NIT)/Invitation for bids (IFB)
e Online / Offline Sale of Tender documents.

e Issue of Corrigendum

e Online bid Submission by vendors (Facility for 2 bid / multiple bid
system).

e Encryption of bids submitted by the vendor (by the public key of the
tender issuing authority).

e Opening of technical bids

e Online Automated Bid Comparatives (Technical and Commercial). .
e Evaluation of tenderer compliance to the qualification criteria

e Opening of price bids of qualified tenderer

e Approval of tender

e Issue of purchase order

e Contract management

e Dynamic pricing engine (auction, reverse auctions).
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5 CURRENT SCENERIO

Over the last few years, several State Governments and Public Sector Undertakings in India
have begun to aggressively campaign for e-Procurement. Some state governments like those of
Andhra Pradesh and Gujarat have already initiated e-Procurement under a larger umbrella
program of e-Governance®,

Using e-Procurement these governments have been able to save on procurement of goods and
services. There is also a goodwill factor involved and a definite improvement in the
governments’ image and transparency. Included in these benefits are cost reduction, improved
decision making, process efficiency, price and supplier-behavior forecasting, and supplier-
performance monitoring which ultimately leads to vendor rationalization and standardization.

Certain Public Sector Undertakings (PSUs) like the Oil and Natural Gas Commission (ONGC),
Indian Oil Corporation (IOC), Bharat Heavy Electricals Limited (BHEL) have all taken up
eProcurement initiatives to rationalize the $30 - $40 billion purchases they make every year®.
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6 CASE STUDIES

6.1 GOVERNMENT OF ANDHRA PRADESH

6.1.1 OBJECTIVE

Government of Andhra Pradesh has taken up E-Procurement as a major e-Governance initiative
to maintain the transparency in procurement of works, goods & services etc.

The Governement of Andhra Pradesh had felt a need for wide-ranging reforms in the public
procurement process in order to achieve linking government of various government
departments’ simplification of procedures, greater transparency, better quality of work, fair
competition etc.

The cabinet sub-committee set up for this purpose recommended E-procurement, a web-based
government-to-business IT project in September 2001 as a solution for all these problems. The
plan was to effectively implement and sustain public sector reforms and to bring in new channels
like auctions and reverse auctions online for greater efficiency. It was envisaged to revolutionize
the manner in which procurements are done in government.

The government departments would be conducting their end-to-end procurement related
transactions, right from invitation of tenders to issue of supply order remotely in a new
environment facilitated by the emerging internet technology.

The initiative* was taken up in an innovative Public Private Partnership model and the private
partner was selected in July 2002 through a competitive tendering process. To start with, AP
Government launched E-Procurement pilot project on 29th January 2003 covering 5
departments namely, APTS, Irrigation, R&B, APSRTC & APHMHIDC. Over a period of 9
months, the pilot was used to create templates for various types of procurement practices
prevalent in Government departments to set the stage for rollout across other departments. In
order to effect a gradual transition from the conventional tender system to e-Procurement, the
Government of Andhra Pradesh issued executive orders and made e-Procurement mandatory in
the pilot departments for all procurements exceeding a value of $0.25 million in the first
instance. This threshold limit was subsequently lowered to $0.13 million at the end of the Pilot
phase. After the success of the pilot phase, e-Procurement was immediately rolled out in all the
remaining departments in July 2004. Within 30 months, the platform was servicing 8
Government departments, 13 Public sector Units, 51 Municipalities and 5 Universities with a
cumulative turnover crossing $ 8.5 billion from 12,441 transactions®.
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6.1.2 IMPLEMENTATION CHALLENGES

a) Sustainable Business Model

It was desired to arrive at a sustainable business model with proper implementation strategy. he
Government of Andhra Pradesh considered the following three alternative business models for
implementation of e-Procurement®.

e Government owned — government operated
e Government owned — operated by a private operator
e Public Private Partnership model

The first two models required fresh Government investment in an area where there was no prior
experience in AP or any other state. These models were dropped from consideration as senior
government functionaries were apprehensive about the return on investments and possible
criticism in case of failure of the system. It was therefore decided to implement e-Procurement
in a Public Private Partnership (PPP) model wherein the private partner would bring expertise in
technology, invest upfront in setting up the exchange and recover the costs by charging the user
departments for completed transactions®.

b) Inter-departmental co-ordination

As e-Procurement centralizes the processing of tenders and touches several departments
located in different parts of the state, inter-departmental co-ordination® is a must. A high level
Steering Committee (Project Implementation Committee) chaired by the Chief Secretary of the
state, comprising the Secretaries, Heads of all the participating departments and representatives
of the private partner was formed to promote coordination. The Steering Committee dealt with
issues related to Business Model, selection of private partner, interdepartmental coordination,
Business Process Reengineering and other important issues in the implementation of the
project. The Information Technology and Communications Department of the Government of
Andhra Pradesh was made the nodal agency to oversee the implementation of the project®.
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c¢) Change Management

The implementation involved adoption of new ways of doing things for a variety of stakeholders.
Setting up the e-Procurement exchange was not difficult in terms of its technology components,
but getting stakeholder buy-in to adopt the platform was a big challenge. The various steps
taken to manage change with the Stakeholders are enumerated below®:

To ensure buy-in of the top management and to resolve procedural issues, the Steering
Committee® chaired by the Chief Secretary of Government of Andhra Pradesh met once every
month during the Pilot stage. The committee considered in great detail all issues that arose
during implementation and the problems were resolved then and there without loss of time.

Meetings were held by the Chief Minister on regular basis to monitor the progress. Procurement
targets were fixed for each participating department and were monitored closely. These targets
were made a part of the Performance Indicators that were used to measure the performance of
key officials in the pilot departments.

Project Champions were identified within each department. Core groups were formed in the user
departments to chalk out a strategy for implementation within the departments.

The CIOs functioned as a bridge between the user departments and the technology experts i.e.,
service provider. The CIO’s assisted the Steering Committee in bringing in necessary regulatory
changes, and helped in reengineering the departmental procurement process. The ClOs acted
as project champions within their department driving the implementation and the change
management process.

To effectively communicate the objectives and benefits of the project, training and workshops
were conducted for both the department users and the suppliers. At least 400 department users
and 1000 suppliers were given hands-on training during the Pilot phase. Training and
workshops are a regular feature even in the roll out phase whenever a version change of
software is introduced.

Detailed training kits and FAQs were prepared and hosted on the web site for the benefit of
users. These workshops also served as good forums to receive user feedback on the
application. This feedback was always analysed and appropriate changes were made in the
process of the application.

The service provider ran a strong and committed call centre type help desk on a 24X7 basis to
record and address all the issues of the users.
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d) Security guarantee

Stakeholders have to be completely convinced that the transactions on the platform are secure.
The identity of the participating bidders, and the quotations that the bidders make, are very
sensitive information in the entire tendering process. The eProcurement solution was designed
with extensive security features® to help ensure that all activities are logged, no unauthorized
person has access to data, all sensitive data is encrypted, and that the system can be restored
in a minimal time in case of a disaster or system crash. A sound security policy for
eProcurement has been implemented using the following features to ensure security in the
platform?®.

e Two-factor authentication

o Digital signatures to ensure non-repudiation
e Bid encryption at the database

e Online Antivirus scanning

e 128 bit SSL encryption

o Audit trail of each activity

e Privilege-based user access

e Time stamping

e Firewall for screening system access

e Access control system

e Intrusion detection system (network and host)
e Regular back up of data

o Disaster recovery site
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6.1.3 BENEFITS & SAVINGS

The initiative has transformed the procurement process in government departments. The
automated processes and work flows have improved internal efficiency within the departments;
shortened tender cycle times, eliminated subjectivity in the evaluation of tenders with system
based auto bid evaluations, and have increased transparency®.

a) Reduction in tender cycle time:

In the pre e-Procurement era, the departments used to take 90-135 days for finalization of high
value tenders. The tender cycle time has gradually come down to an average of 42 days over a
period of one year and further reduced to 35 days at the end of the second year. There is
greater accountability since the electronic records/ documents can be retrieved at any given
time and all the activities of a system user are logged in the system. The works departments has
been able to divert surplus resources from procurement wings to other needy wings like works
execution®.

b) Transparent practices:

In terms of transparency, any supplier or an ordinary citizen can get information about tenders
which are live on the platform through a search engine on the home page. The NIT,
Corrigendum, bid documents, Bill of Quantities are available to a citizen for free downloads. A
supplier participating in a tender knows the list of other participating suppliers, the documents
furnished by his competitors, price quotations and the evaluation result, as soon as a stage is
completed by the departments in the system. Short information on the status of tenders and
award values will also be available to any citizen accessing the web site.

c) Cost Savings:

The project encourages bidders to participate in government tenders. Supplier participation has
increased from an average of 3 per tender in conventional mode to 4.5 in e-Procurement mode.
The cartels are eliminated and even small and medium suppliers are now able to bid, as the
platform facilitates any-where any-time bidding. The departments have reaped significant cost
savings of an average reduction of 20% in cost for the procurement transactions done through
the exchange during the year 2003-04 and 12% in 2004-05 due to a competitive environment®.
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Cost savings is estimated by comparing the percentage discount of Tendered Contract Value
over the Estimated Contract value for service contracts awarded before and after the
implementation of the e-Procurement system. The following table shows comparative savings in
costs for works departments based on historical data available with the Commissionerate of
tenders, which is the nodal agency for finalization of tenders costing above $0.45 million value
for works departments, like the Roads & Buildings department and Irrigation department.
Tenders processed through the e-Procurement platform in the pilot phase during 2003-04, the
first year of the initiative, yielded a reduction of 16% in the quotations in comparison to the

previous years when the procurement was manual®.

Table no 1. Shows yearly Cost savings for Government of Andhra Pradesh through e-procurement5

Year Mode of | No of | Estimated Tendered Percentage
procurement | tenders discount
Contract Value in | Contract Value in
S(Million) S(Million)
2001-02 Conventional | 188 177 166 -2.65
Mode
2002-03 Conventional | 125 126 115 -8.65
Mode
2003-04 Conventional | 53 83 75 -9.00
Mode
2003-04 eProcuremen | 107 166 124 -25.00

t Mode
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6.1.4 IMPLEMENTATION COSTS

A lean project team consisting of a Project Manager and an Asst. Project Manager (both trained
as ClOs by IIM-A) reporting directly to the Secretary of the IT&C Dept. has overseen the
implementation. The IT&C Department spent $0.11 million on training and $0.14 million for
purchase of Desktops, printers, UPS and Internet connections (ISDN connections, Modems) for
the departments in which the project was piloted. The Government of Andhra Pradesh had
engaged PwC to prepare an e-Governance road map and blue print for 50 major departments,
identify 5 core projects, and implement these 5 core projects for a fee of $ 0.32 million. About
15% of this expenditure can be apportioned for the e-procurement project®.

As per the agreed business model, the private partner has invested upfront in hardware and
software for establishing an e-Procurement exchange for Government of Andhra Pradesh and
there are no costs to the government on this project. It is estimated that the private partner has
incurred a capital expenditure of $1.12 million on software and hardware, and an operational
expenditure of $0.54 million per annum on the e-Procurement platform®. In order to incentivize
the suppliers using the platform, no charges were collected from the bidders participating in
tender related transactions on the e-Procurement platform®.

There is also a substantial reduction in the advertisement costs in the press media, as e-
Procurement tender notices were shortened to contain only basic information on the name of
work, estimated costs and the URL of the e-Procurement site. There has been a 25% saving in
the column space used, resulting in savings of approximately $0.56 million in a year.
Transparency in the bidding process and in the system of automated tender evaluation through
smart forms with parameterized qualification criteria has reduced subijectivity in the tender award
process and reduced corruption. The MIS feature in the system reveals data on government
procurements instantaneously to the bureaucrats and ministers. Besides, it has made a visible
social impact, as the citizens are assured that government procurement is conducted in a
transparent manner, saving taxpayers’ money.
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6.1.5 KEY LESSONS

The support of political leadership and the formation of a high-powered steering committee
(project implementation committee) with a mandate to take decisions on all issues were
important factors for successful implementation of the e-Procurement project®.

Insistence on a single mode of bid submission through the e-Procurement platform was a
decisive factor in the adoption of the system by suppliers.

A participative design process that involved workshops attended by department users, suppliers
/contractors were used to draw user requirements. Subsequent training of users was a major
factor in developing the application to the satisfaction of users.

The pool of CIO’s from various government departments trained at IIM-A, acted as change
agents in implementing e-Procurement. The pace of implementation accelerated with Chief
Information Officers from different domains taking over as project champions.

Implementation needed enormous efforts in change management. The users were slow to adapt
to the changes in initial period but the project ramped up once the users became comfortable
with the new system.

The selected Application Service Provider (ASP) business model under Public Private
Partnership was helpful in scaling up the transactions during roll out, as the private partner has
resources to meet the challenge.

Committed project teams from the service provider and the Government, 24X7 help desk, strong
security features, deployment architecture and MIS have contributed to the overall success of
the e-Procurement platform in AP.

Table no 2 shows yearly details of Government of Andhra Pradesh Tenders through E-Procurement®’

Year Tender Values Number of Tenders
$ (USD)

2003-04 132 million 990

2004-05 2.5 billion 3614

2005-06 1.5 billion 6398

2006-07 6.0 billion 16084

2007-08 12.0 billion 22404

2008-2009 20.0 billion 32329
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6.1.6 ANDHRA PRADESH STATE PROFILE

Andhra Pradesh is a State situated on the south eastern coast of India.

The State of Andhra Pradesh has a population of over 80 million with area of 106195 sq.miles.
The state is divided into 23 Districts with capital city of Hyderabad. The total GDP of Andhra
Pradesh State is $100 billion®.

6.1.7 REFERENCES

1.http://siteresources.worldbank.org/INTEGOVERNMENT/Resources/APeProcurement.doc

2. http://www.csi-sigegov.org/casestudies/22 _implement_e_procure.pdf

3. http://quinnox.com/Resources/whitepapers/E-Procurement.pdf

4.http://www.portal.ap.gov.in/Pages/Tenders.aspx

5. http://siteresources.worldbank.org/INTEGOVERNMENT/Resources/APeProcurement.doc

6.www.eprocurement.gov.in/

7.http://gsib.org/GlobalVistas.Vol9.pdf

8 http://en.wikipedia.org/wiki/Andhra_Pradesh
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6.2 GOVERNMENT OF KARNATAKA

6.2.1 OBJECTIVES

The objectives of the e-Procurement project for Karnataka are as follows®.

o To create infrastructure for effective implementation of procurement

To enhance transparency and accountability of government working
e To promote competitive market-driven bidding

e To enable ease of access to contractor community

e To provide a common environment for all types of tenders

e Toinvolve less paper, thereby, adopting green working

6.2.2 IMPLEMENTATION CHALLENGES

a) Department acceptance.

The prime challenge was change management wherein the attitude and mindset of the
government officials proved to be the biggest obstacle. A conscious decision was taken to
implement the e-Procurement solution in Public Works Department on a pilot basis, as the
department had a major share in the total procurement expenditure. The deputation of a senior
government official of Public Works Department as Project Officer, eProcurement Cell (to
oversee the implementation of e-Procurement in works related departments) proved critical and
essential. The successful implementation of the solution in Public Works Departments induced
other works related departments to adopt e-Procurement solution for processing their
procurement activities®.

b) IT Infrastructure

Lack of sufficient IT infrastructure and internet connectivity in most of the offices located in
remote areas was a critical deterrent. IT infrastructure and internet connectivity had to be
provided to user departments / agencies on gap-filling approach in order to ensure the
necessary IT readiness, especially in remotely located offices. The IT infrastructure included
desktops, uninterrupted power supply (UPS) and Multi-Functional Devices (MFDs — for copying,
scanning and printing)®. Some of the offices were provided with broadband internet connection
to enable them access the e-Procurement portal at all time.




LG,
bagkend E-PROCUREMENT

c) Skilled resource

Skilled personnel were required to ensure proper implementation of e-Procurement platform and
handle day-to-day activities. The e-Procurement Cell, constituted with a clear policy to hire well
qualified and experienced resources from the market, was able to hire the right personnel,
skilled in the area of IT project management. As the resources hired from the market bring in
fresh thoughts and ideas, they were instrumental in establishing innovative work practices,
capable of enhancing the work productivity®.

6.2.3 TRAINING

To address the training needs of government officials and suppliers / contractors, two dedicated
training facilities were established. The training facility in Bangalore accommodated 30 persons
in each of the two training rooms and the training facility in Forest Training Institute, Dharwad
accommodated 25-30 persons. A total of 4000 government officials and 2500 suppliers /
contractors were trained till 31 March 2010. Apart from the training session, several e-
Procurement workshops were conducted to provide publicity and awareness on the usefulness
and benefits of e-Procurement system®.

6.2.4 IMPACT AND BENEFITS

The e-Procurement system had considerable impact on supplier / contractor community as the
solution enhanced transparency and accountability of government procurement processes,
enabled free download of tender documents, reduced travel to government offices, provided
convenience in submitting bids anywhere/anytime, maintaining strict confidentiality of the bidder
till the last date and time of receipt of tenders.

The e-Procurement system also had substantial impact on government departments / agencies
as it eliminated bidder cartels, enabled them with instant customized MIS reports, reduced
procurement cycle time, facilitated healthy competitive bidding environment, enhanced bidder
participation and standardised procurement methodologies.

The impact of e-Procurement system on citizens is primarily in providing real-time status on
government procurement activities and ensuring better utilisation of tax-payers money. Also,
the availability of all procurement-related information in the e-Procurement portal served as a
one-stop shop for citizens to access relevant information®.
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6.2.5 SAVINGS

Bruhat Bengaluru Mahanagar Palike (BBMP) has observed a negative premium of -6.51%

which translates to a saving of around $48 million on procurement of $1.2 billion and effective

savings in excess of $ 60 million compared to 10% premium through manual procurement
9

process”.

Bangalore Development Authority (BDA) has observed a negative premium of -11.70% after
adoption of e-Procurement platform which translates to a saving of around $60 million on
procurement of $1 billion and effective savings in excess of $80 million, compared to 10-15%
premium through manual procurement process”.

Public Works Department (PWD) has observed a premium of 11.75% after adoption of e-
Procurement platform which translates to a saving of around $120 million on procurement of Rs.
$1 billion considering 20-30% premium through manual procurement process”’.

One of the key benefits to the government departments / agencies using e-Procurement
platform is accessibility to instant customized MIS reports. The entire history of procurement
viz., indent / estimate creation, date and time of publication, date and time of receipt of tenders,
workflow and time duration for each stage of evaluation, details of successful bidder, date and
time of issue of work order / purchase order, workflow and time duration during processing of
bills / invoice, extent of execution of work / supply of goods, date and time of payments to
suppliers / contractors etc., are logged and instantly accessed any time/any where. The e-
Procurement platform is being used as an excellent Decision Support Systemto enhance the
effectiveness, efficiency and quality of decision making process.

6.2.6 LEARNINGS

One of the key learnings during the implementation of the initiative is the pilot deployment of the
solution in Public Works Department. This served as a motivating factor for other works related
departments to adopt e-Procurement solution. The establishment of dedicated training centres
and online module of the training portal ensured active involvement of government officials and
suppliers / contractors on training. The extensive handholding support provided by the Private
Partner proved very critical, especially to the new user-departments / agencies. The equitable
sharing of risks and responsibilities between e-Procurement Cell and the Private Partner played
an important role in system development.

The other key elements for success of the Unified End-to-End e-Procurement solution include
adoption of pilot-based approach (rather than big bang approach), adhering to an integrated
approach ensuring user-readiness, infrastructure readiness and department readiness (change
management), re-engineering the government processes especially on supplier registration and
online tender payments (transformation of processes), ensuring sufficient comfort level to users
during initial stages of implementation (enhancing user involvement), incorporation of online
workflows using digital signature certificates from the beginning of implementation (enhance
accountability) and establishment of a firm institutional structure steered by senior government
officials (institution-based decision making) processes.
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6.2.7 COMPARATIVE STUDY.

In order to assess the usefulness of the e-Procurement platform, a comparative study was
conducted on some of the key result areas and key performance indicators before and after the
implementation of the project. The study was conducted in Bruhat Bengaluru Mahanagar Palike
(BBMP), Bangalore Development Authority (BDA), Krishna BhagyaJala Nigam Ltd. (KBJNL) and
Public Works Department (PWD). The bidder participation and tender premium were considered
as key performance indicators. The key result areas include the ease of use and the
effectiveness of the system.

Table no 3 shows details of Performance Indicators, before and after e-procurement for Government of Karnataka®.

Sr. No. | Department | Performance Indicators Before After
/ Agency e-Procurement | e-Procurement

1 BBMP Avg. Bidder Participation | 2.8 5.8
Tender Premium (%) 30.25 -10.02
Ease of Use (1-10 level) |1 9
Effectiveness (1-10 level) | 3 9

2 BDA Avg. Bidder Participation | 2.2 9
Tender Premium (%) 10.4 -17.95
Ease of Use (1-10 level) | 3.5 9.5
Effectiveness (1-10 level) | 2 9.5

3 PWD Avg. Bidder Participation | 1.6 4.2
Tender Premium (%) 25 12.5
Ease of Use (1-10 level) | 4 9
Effectiveness (1-10 level) | 1.5 8.5

4 KBJNL Avg. Bidder Participation | 4.2 9.4
Tender Premium (%) 20.2 11.50
Ease of Use (1-10 level) | 2.5 9
Effectiveness (1-10 level) | 2 9.5
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6.2.8 SUCCESS STORY

The State Government is making all its procurements through the electronic mode, transparently
under E-Procurement. Even though it started in six establishments on a pilot basis, E-
Procurement, has been extended to 86 departments by the end of November, 2010.
Procurement to the tune of $16 billion'* has made through this platform. As the platform has
encouraged a highly competitive spirit among the bidders, number of participants increased,
resulting in savings of more than 10%, resulting in savings to the State exchequer to the tune of
$ 1 billion. Being a web based solution, anybody can participate without any hindrance/entry
barriers. Consequently, more than 10,000 users are registered on the platform. The project
bagged Futuregov Award 2010 for Best Practices in Asia’s Public Sector during this year, and
many laurels in the preceding years™.

6.2.9 KARNATAKA STATE PROFILE

Karnataka is a State situated on the south west of India.

The state of Karnataka has a population of over 60 million with an area of 74122 sq. Miles™.
The state is divided into 30 Districts with capital city of Bangalore. The total GDP of Karnataka
state is $70 billion™3.

6.2.10 REFERENCES

9. http://www.karunadu.gov.in/egovernance/Documents/PM-Awards-GOK-eProcurement.pdf

10. http://www.share4dev.info/kb/documents/4724.pdf

11.http://egovreach.in/social/index.php?g=content/main-focus-aimed-bring-transparency-efficiency-and-time-savings-
Citizen%E2%80%99s-grievances

12. http://en.wikipedia.org/wiki/Karnataka

13. http://en.wikipedia.org/wiki/List _of Indian_states by GDP
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6.3 GOVERNMENT OF GUJARAT

6.3.1 NEED

E-Procurement system was introduced for all the purchases and procurements in the
government departments, corporations, nigams and societies under the administrative control of
the Gujarat Government and those funded by it. The project caters to all types of procurements
like services, civil works, material procurement, rate contracts, maintenance contracts and
auctions.

The e-procurement solution was implemented under the state’'s Public Private Partnership
(PPP) model. The service Provider has invested in developing the web-based electronic
procurement software, hardware, security and hosting of the solution and is responsible for
administration, operation and maintenance of the complete e-procurement marketplace.

6.3.2 SCOPE

E-procurement for Government of Gujarat covers purchases and procurement of

e goods, plants, equipments, machinery, medicines, medical and
surgical suppliers and stores items,

o all type of store items, supplies and purchases, food and civil supplies
stores items and purchases,

e printing and stationary items and purchase,

o all type of vehicles purchases, furniture an fixtures etc.
o All type of civil construction and related works etc.

e Qutsourcing of required services etc.

e Auctioning of old plants, equipments, machinery, buildings, vehicles,
furniture and fixtures, lands, properties etc.

e All other purchases and work orders.
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6.3.3 IMPACT & STATISTICS

Table no 4 shows yearly details of Government of Gujarat Tenders through E-Procurement™

Year Tender Values Number of Tenders
$ (USD)

2006 82 million 461

2007 1.6 billion 5759

2008 4.0 billion 10995

2009 3.5 billion 10960

2010 5.0 billion 13337

The project has been a huge success in Gujarat. The project was initiated in the month of
October 2004 and was made compulsory for all the government departments from January
2007. As on 1st December, 2010 over 168 departments/HOD's through their 898 offices are
conducting online tendering and are prime stake holders of the project. More than 41505
electronic tenders worth $18 billion have been handled so far. Current rate is about
1200 tenders a month™®.

6.3.4 GUJARAT STATE PROFILE

Guijarat is a State situated in western India.

The state of Gujarat has a population of over 60 million with an area of 75705 sq. Miles*?. The
state is divided into 26 Districts with capital city of Gandhinagar'®. The total GDP of Gujarat state
is $90 billion™?.

6.3.5 REFERENCES

14. http://www.gujaratinformatics.com/eprocurement.html#

15.http://www.inclusion.in/index.php?option=com_content&view=article&id=230

16. http://en.wikipedia.org/wiki/Gujarat
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6.4 GOVERNMENT OF CHATTISGARH

6.4.1 OBJECTIVES

To increase the efficiency and transparency, Government of Chhattisgarh has implemented a
comprehensive and end-to-end e-Procurement solution across all Government departments/
agencies/ boards across the State in a phased manner. The e-Procurement project has been
implemented in five Departments of the State viz; Public Works Department (PWD), Water
Resource Department (WRD), Public Health Engineering Department (PHED), Health
Department and Chhattisgarh State Infrastructure Development Corporation (CSIDC).

The project is being implemented on a Public Private Partnership mode adopting a Build-Own-
Operate (BOO) model with no upfront financial burden on the State. The implementation
includes the deployment of various modules from proposal / requirement preparation till
payment to the contractors/ suppliers.

6.4.2 MODULES
The various modules are®®
¢ Indent management
o E tendering
e eAuctions
e Contracr Management
e Catalogue Management
e Centralised Supplier Registration
¢ ePayments

e Accounting
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6.4.3 STATUS

Table no 5 details status of e-tendering in various departments of Government of Chattisgarh®’.

Department No.of Total Value of
Tender tenders processed
processed |in$ (USD)

Chhattisgarh State Minor Forest Produce
(Trading & Development) | 1 2.4 million
Co - Operative Federation Ltd

Chhattisgarh Rural Engineering Service 77 14.8 million
Chhattisgarh State Warehousing Corporation 36 10 million
Department of Animal Husbandry and Dairy 15 10 million
Department of Panchayat and Social Welfare 1 1.0 million
Health Department 124 370 million
Department of Panchayat & Rural Development 1087 360 million
Public Health Engineering Department 403 100 million
Public Works Department 4814 3.0 billion
grek;ilr;tmenﬁdministration & Development 1035 150 million
Water Resources Department 1849 1.3 billion
TOTAL 9222 5.0 hillion

As on November 2011 over 20 departments are conducting online tendering. More than 9000
electronic tenders worth $ 5 billion have been handled so far.'” Also More than 3800 Vendors
have been registered.
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6.4.4 CHATTISGARH STATE PROFILE

Chattisgarh is a State situated in central India.

The state of Chattisgarh has a population of over 25 million with an area of 52199 sq. Miles™.
The state is divided into 27 Districts with capital city of Raipur'®. The total GDP of Chattisgarh
state is $23 billion™

6.4.5 REFERENCES

17. http://cgeprocurement.gov.in/cg/index.asp

18. http://en.wikipedia.org/wiki/Chhattisgarh

6.4.6 CONCLUSION

Karnataka State Police Housing Corporation (KSPHC) was set up in 1985 to undertake the construction of
buildings for housing employees of the state government in the police, prisons, home guards and fire departments.
The corporation was asked to build administrative offices, police stations, jails, fire stations, training institutions,
district scientific laboratories, forensic science laboratories and dormitories.

IN a
significant step to bring considerable savings and reduce project completion time, the
Karnataka State Police Housing Corporation (KSPHC) adopted e-procurement
mechanism through Internet for its various construction projects.

KSPHC is involved in widespread construction activity, which includes housing for police
personnel, apart from construction of jail complex and non-housing projects.

The corporation hoped to achieve six to seven per cent savings in materials
procurement costs. Besides, the online platform would help in issuing work orders in
less than four days as against one month taken through the offline process. This would
result in faster implementation of projects and eliminate the possibility of cartelisation
by bidders.

http://thehindubusinessline.in/bline/2003/08/15/stories/2003081501451700.htm
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