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PRESENTATION OF THE VOLUME

E-Governmenti of which eprocurement is an integral ppa is one of the most valuable |IGdased
administrative innovation reform& can render public policy more effective, efficient and responsive to
social and political needs’he two World Summits onnformation Society organised by the United
Nations demonstrated how publicpecurement,as part of an -government strategycan play a
fundamental role in achieving good governanchrotighits Initiative on eGovernment and ICT for
Development, Italy layed a crucial role in these events.

Additionally, eprocurement reinforces one of the fundamental rules of information and
communication technologies: technological and organisational aspects must be linked within the overall
innovation process. The Samar discussionshowed that changes in public procurement manageiment
facilitated and promoted by the use of ICembrace both technological innovations and organisational
and cultural transformationgspecially with regard to knetwvow and practical sks. Iltalian institutions
like Formez (Study and Training Centre) and C.A.l.LMED. (Centre for Administrative Innovatithre in
Euro-Mediterranean Region) haweorked with local, national and international public administrations in
support of public poligs for cohesion and developmentaochieve excellent, widely published results.
Projects have focused on training, experimentation/assistance, applied research, creation of Communities
of Practice, diffusion/reinterpretation of best practices and benchmgarAi programme of innovation
development within a vision of systemic government has been launched to facilitate dialogue among
experts, public administrations and, where necessary, private partners. To achieve real innovation, it is
necessary to act withia context of multlevel governance, addressing the organisation and modalities of
front- and backoffice work and conduct, knowledge and competences, and to continually verify the path
forward.

The High Level Seminar on-Brocurement, held in Naples 806-31 January 2006 and presented in
this volume, was directed at Arab and lItalian public administrations; participants presented their projects
and shared significant experiences. It was organised jointy.Ay.MED, Formez andhe Presidency of
the Couril of Ministers (Departments of Public Administration, Innovation and Technologies, and the
Technical Unit eGovernment for Developmentyith the assistance of the Ministry of Foreign Affairs.
This volume sums up the initial results of the High Level i@am It includes all remarks, discussions,
materials, and conclusions elaborated and shared by the delegations of participating countries, with the
support of experts and representatives from the OECD, the United Nations, and the World Bank.

The volume $ divided into seven chapters, in addition to the opening chapter which summarises the
event 6s goals. The first c¢hapanremedtisystemssheieexpedted e b
benefits, their weaknesses, and their normative framewwknely the organisational and regulatory
changes necessary for the introduction of graeurement system, and successes and shortcomings of
count r i e s@gocuementr peogrammes. The second chapter deals with organisational models
(centralised/decsralised, direct/indirect) and responsibility fepecurement oversight and management.

The third chapter focuses on rationalisation and procedural simplification, and on the impact of new
procurement methodologies in terms of transparency. The fcuahtar discusses technological aspects of
e-procurement. The fifth chapter deals with the creation of the skills necessary to impleyrarirement
systems, and the sixth with internationalaqmeration efforts. The closing chapter sums up the goals that
have been achieved and shared, setting out initial operational guidelines that will be useful for countries



that wish to launch and/or continue similar innovative processes; it also stresses the usefulness of holding
similar meetings in the future, as Wwak other initiatives to promote benchmarking and critical analysis
and diffusion of best practices in this area.

Reading and distributing this volume will provide food for thought and opportunities for increased
collaboration and sharing of best praesicto actively and concretely promote good governance for
development in the Arab region.

Luigi Nicolais
Minister for Public Administration
Reform and Innovation



FOREWORD

This publication ontains the proceedings of the regional MENA High Level Seminar on
E-Procurement, which took place on-30 January 2006, in Naples, Italy, within the framework of the
OECD-UNDP Good Governance for Development (GfD) in Arab Countries initiative. Thisiting,
launched in February 2005 at the request of 18 Arab countries, focuses on helping participating countries
to design and implement policy reforms and modernise governance structures and operations in view of
enhancing the investment climate and poting sustainable economic growth throughout the MENA
region.

The seminar was held at the intite of the Government of Italip support the activities carried out
by the regional MENA Working Group on-Government and Administrative Simplification, ofeal by
Dubai, United Arab Emirates, and -cbaired by ltaly and Korea. The seminar was hosted by the
Department of Public Administration and the Department of Innovation and Technology of the Italian
Presidency of the Council of Ministers, with the sposkipr of the Italian Ministry of Foreign Affairs, and
in collaboration with Formez, the Institute of the Department of Public Administration for innovation and
public management training. This event would not have been realised without the strong leadership
Vincenzo Schioppa, MinistePlenipotentiaryof the Italian Mnistry of Foreign Affairs and G€hair of
Working Group 2; Federico Basilica, former Head of the Department of Public Administration; and
Claudia Oglialoro, Director of theGovernment for Bvelopment Rogram. Special thanks go to Giuseppe
Pennella, Director of C.A.LMED., who hosted the event and made this publication possible.

The eprocurement seminar brought together X§ogernment and administrative simplification
experts frormine Arab countries and OECD countries to share strategic advice and practicahkmoon
key steps and processes for implementipgaeurement; this includes regulatory and institutional settings,
re-engineering and simplification of procedures, and skills dgaeknt. The implementation of effective
e-procurement systems was also on the agenda.

The framework provided by the seminar has created a strong foundation for further work in this area
and discussion of othergovernment and administrative simplificatitssues. The seminar showed that
Arab countries share common challenges for improving good governance arrangénardsthat
increased policy dialogue both with OECD countries and among Arab countries can help overcome these
issues. The seminar also sethas a model for a series of regional capacity building seminars that is one of
the key components of the implementation of the GfD initiative in 2006 and 2007.

The results of the seminar fed into the preparation of National Action Plans for reformbn Ara
countries, which were presented at the GfD Steering Group meeting in Sharm el She20diap2006.
E-Procurement will continue to be a central theme in the current phase of the initiative, focusing on
i mpl ementation of Arab countriesd Action Pl ans.
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1. INTRODUCTORY NOTES

Carlo Flamment!

Carlo Flamment,President of Formez, presii@ver the opening session of this important
international event, anseganby giving his warmest welcome to the representatives from the MENA
region and the Mediterranean countfies

Formez I Training and Studies Center is the national agency that supports the lItalian
Department for the Public Adnistration in ceordinating public sector modernisation policies. Over
the last several years, support activities for administrative innovation processes have been aimed
increasingly towards countries that are facing the challenge of public sector chadgéstamay
benefit from Italian and European experience and khow in terms of administrative simplification,
technological innovation, local development, human resource managementatianal and trans
boundary ceoperation, and other emerging isswregarding the evolution of modern administrative
systems.

There is an ever greater needct both the national and international levelso pay careful,
specific attention to the issue of good governance in Mediterranean countries, especially Arab
courtries. In order to meet theseeats, in May 2002, the C.A.LLMERZentre for Administrative
Innovation in the Eurd/editerranean Region was creatbdougha memorandum of understanding
signed by the Italian government (represented by the Department fBuliie Administration) and
the United Nations (represented by the U.N. Department for Economic and Social Affairs)
C.A.LMED is hosted by Formezts activities aim to support innovative public administration
processes through the sharing of best praciitehe countries of the Euldediterranean regiqrand
to promote participative governance and encourage social and economic progress. Thdegg in
research and studies, C.A.LMED designs and manages administraiiy@ration programmes to
gaina nore profound knowledge of the public administrations in the Mediterranean region.

Recent seminars promoted ByA.l.MED-Formez have raised awareness of the need to launch
collaborative efforts with relevant national and international organisations intordehieve positive,
tangible results and to increase the value obtlieg a n i pra@gtamnoen @nd interventions.

There is an increasing need to invest in organisational, institutional, and {majkicty efforts
aimed at improving administrative sgsts and good governande¢luding benchmarkingactivities
between European countries and thioshe Mediterranearegion

President Formez

The meeting was organised within the OBCDNDP i nti ati ve AStrengthenin
Devel opment in Arab Countrieso; the Italian gove
the Public Administration and thBepartment for Innovation and Technology, is supporting the
activities of t heowerrrkmengt gamdu pAdomi niiEstrati ve Si
activated within this same initiative, and which isat@ired by Italy and Korea.



Within the framework of its international programmes, Formez has been working for some time
with a network of qualified operatois the field of administrative innovation, which includes some of
the worldbés most prestigious training school s,

Formezds contribution to the i mpl e oamtant i on
and efforts to play a positive role in a field (such gsazurement) in which the experiences of Italian
administrations and Formez initiatives can provide a useful reference framework for the analysis of
existing problems and goals.

Formez wok on e-procurement

Public administration procurement processes, which are closely linked to the need to control and
contain public spending, play a highly strategic role within the sphere of administrative activities.
Technological advances, internatioiedde and increasing competitive pressures have combined to
push governments and public institutions to extend their goals beyond the minimisation ,arabsts
to tackle new challenges such as increased transparency and the rationalisatifullgbribmurement
process at the organisational level.

In Italy, the implementation of-procurement in the public sector falls within a wider process of
public administration reform, which is principally characterised by significant use of new information
and conmunication technologies (ICT), and which has been decisively impacted by legislative
innovation and by simplification processes aimed at the entire administrative machine

In the last 10 years, public spending for intermediate consumption has receajoecusi
attention. Both legislative and public management efforts have aimed to define actions and
instruments to contain such spending while improving the efficiency and efficacy of administrative
activities, and encouraging innovation and good manageshehange.

Activities in ltaly at the centrafjovernmentevel include development of the Public Spending
Rationalisation Programme, which was launched in 2000 after the introduction of a new teystem
optimise public procurement (law n. 488 of 23 Decemii®99); its development and operational
management was entrusted to Consip SpA. In order to facilitate innovation, streamlining, and
increased efficiency in public procurement models, Consip conjunction with the introductioof
D.P.R n. 101/02, whicldefines electronic procurement procedureieveloped models for electronic
tenders, the Convention system, and the Public Administration Electronic Market (MEPA).

In April 2004, the European Union adopted a new legislative frarle for electronic
procuement;it came into force in January 200®y which time all European public institutions
responsible for procurement were required to be fully operational through the Internetofdrient
framework for open, transparent, and ftiscriminatory electinic tenderssets the rules to present

3 About 4 000central and local administrations have already participated in experiments -with e

procurement launched by the Ministry of the Treasury through the Consip SpAfirm.

I'n ITtaly, the reception process begatm fuliimenh | aw |
of obligations arising out of Italyés member shij
which, in art. 25, entrusts the government with the implementation, through one or more legislative
decrees, of directive 18/2004 on the-ardination of procedures for the award of public works
contracts, public supply contracts, and public services contracts.

1C



bids electronically and the conditions for modern procurement techniques basedtimmieleneans
of communication.

The European Commission has carefully evaluated the impact of this new legislative framework
on preexisting structures, and it has confirmed the need for an action plan to modernise European
markets for tenders and to make them more open and competitive.

In its eProcurement Action Plan, presented in January 2005, the Commission proposed that
member sites follow the three guidelines below in implementingDhectives:

1 Ensuring that internal markets function well when calls for tenders are made electronically.
1 Achieving greater efficiency in public tenders and improving governance.
1 Pursuing the creatn of an international framework for electronic public tenders.

In Italy, many regional and local administrations see electronic procurement tools as an excellent
opportunity to make procurement processes faster and more innovative, as well as lesgeexpensi
They have thus begun to design, plan, and implement online auctions and markétpaces
number of very interesting initiatives have emerged throughout the country. Several regions have
passed laws to regulate this activity, and many local institsithave included electronic procurement
tools in their administrative regulations.

In this framewor k, it is absolutely necessar
through adequate intervention tools, including the development of proaureskidls among all
institutional actors involved in the overall process of produesigpply/purchaseale of public goods
and services.

In the past, the procurement process had strong judicial and administrativdadiEsnisation
required identificatia of a specific reference point for a comprehensive analysis of the puisdlase
processesintroduction ofcorporatetype systems, and adagn of innovative managerial techniques
within institutions themselves.

For this reason, many public managementceptsi such as planning and programming of
procurement, relefinition of supplier/buyer relationships, quality evaluation of purchased goods,
simplification of procedures, definition of auditing systems, continuous monitoring of procurement
processes iterms ofboth costefficiency and quality have become much more important.

Thei nstituteds goal is to promote activities
administrationg especially at the local levélwith adequate tools to simplify proses and exploit
the opportunities offered bigoth local markets and the national system for purchasing goods and
services outlined by recent legislation.

Through its programmes, Formez is monitoring the best practices in the fielgrotleement
and supprting administrations (in Italy and abroad) in undertaking innovative processes to manage
procurement, mostly through analyses and assistance. In particular:

1 Workshops on specific issues.

1 Laboratories for learning.

11



1 Publications (research, elaboration gfui del i nes, surveys of I
experiences).

1 Themebased channel on public administration procurement and patrimony.

Recent studies published by Formen @procurement have focused on three broad issues:
organisational models adopted byetadministrationsmanagement of market relatiorsnd ICT,
which is used ever more frequently and intensely by public organisations.

These studies, which generally focus on specific programmes, examined the management of
innovative public procurement messes that have been recently introduced and their impact on
implementing organisations. This has made it possible to highlight the differences between electronic
and traditional procurement methods (still used in many organisations) in terms of rediction
requiredhuman resourcesnd timeto complete procedures, savings achieved, and improved quality of
supplies purchased.

Such innovations address not only the creation of a new regulatory framework, but also the
overall organisation of procurement preses, market approaches, relationships with suppliers, and
especially new technologies angcurement solutions. An optimal combination of these elements
produces synergies that are capable of fully meeting the overall goals of the procurement function.
Results achieved by the administrations depend on many factors, such as size and other characteristics
of local markets, and organisation and management cultures.

The final objective of Formezds act. fectitei es i
management of public procurement available to all who work in this field.

The hopeis thatthis work will be a launching pad for transferring knowledge and best practices
among administrations and creating a network of people and institutionsngarkithis field to
eventually integrate the variougpeocurement systems.

It is certain that over the course of the two days of wmaRicipantswill be able to determine

upcoming priorities that public administrations will have to face, and idengfyy forms of
administrative cepperation in the Arab and Mediterranean regions

12



Giuseppe Pennella

For some time now, the organisational culture of public administrations has been undergoing a
revolution, which has stimulated radical change for every ag¢ite administrative framework.

Public administration procurement activities fall within these broad and general modernisation
efforts, which, in simple terms, can be broken
needs, and handling thegistics for acquiring the necessary resources for meeting these needs.

In this context, a preliminary, general overview of the technological solutions needed to
implement an efficient-procurement system is provided; this aims to define the contexhwithich
public organisations currently find themselves and identify the strengths and weaknesses of several
ongoing projects, in order to offer a general survey of current innovation efforts.

An overview of the technological tools available today is inglsjable; although these tobsve
not yet been fully accepted by public organisations, they are the main drivers behind the recent
changes in the public administrationds procurem

E-Procurement involves conducting government procurementudhr@n electronic medium,
mainly the Internet. The physical barriers of space and time are broken down to promote transparency
and efficiency and to curb corruption in public procuremeffeBdering, purchasing, and-eeverse
auctions are some example$ the new vocabulary in the context of electronic government
procurement. Hendering is specific to highalue/lowvolume goods and services, while e
purchasing is based on price and involvesi@aue/highvolume goods.

The use of ICT solutions for ptarement requires base conditions that are often not present:
suitable information infrastructures and instruments, availability of appropriate work stations, and
skills and knowledge of the staff involved in the process. It also often happens that th&Uu@dns
applied to procurement turn out to be impossible, or are noeffestive. The use of workable action
plans requires detailed knowledge of the possible solutions and technological infrastructures necessary
to guarantee that the system works.

Technical challenges in implementing grocurement systems

E-Procurement depends on a level of trust between buyers and sellers. The Internet presents the
following challenges:

1 Proving to buyers that sellers are who they say they are.
1 Proving to buyers thdheir personal information will remain confidential.
1 Proving to buyers that sellers will not be able to refute the occurrence of a valid transaction.

Some of the most important risks are:

1 Confidentiality i Within the business environmergotential consunre are rightly,
concerned about providin unknown vendors with personal sometimes sensitivé
information.

Head of Research and Development, Formez; Director, C.A.l.MED.
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Their concerns include the possible theft of credit card information from the vendor following a
purchase, connecting to the Internet via a besvesid running software on a computer that has been
developed by someone unknown to the organisation, and as online broadcast netwowkhich
routs informatiorover wideranging and essentially uncontrolled paths.

The risk will be less pronounced indinessto-government interactionas unknown vendors are
rarely used by government. It is also expected that contract arrangements with approved suppliers will
include specific provisiondor confidentiality and security. In addition, very little crediard
purchasing takes place in the governmental environnagnpayment is usually effected by way of
electronic funds transfer. However, the transfer of informatioosadhe Internet remains a risk:

1 Integrity 17 Data, both in transit and in storage, coulid susceptible to unauthorised
alteration or deletion through hacking or viruses. THruginess system itself could also
have design or configuration problems

1 Availability T The Internet holds the promise of allowing business transactiona 24
hour, sevenday-a-week basisAvailability is thereforeimportanti any system failure would
become immediately apparent to business partners and might result in delays and costs.

1 Authentication and nonrepudiation i The parties to an electronic transaction stidad in
a relationship that involves a high degree of familiarity and trust, and should prove their
respective identities before executing the transaction to preventnrtb@middle attacks
(i.e. preventing an impostor from posing as the seller). Afterttansaction, there should be
measure$o ensurahat the transacting parties cannot deny the transaction and to confirm the
terms on which it was completed.

Government auditors benefit from the fact that government has come late to the Internet. In the
private sectorwherethese risks have been around for a number of ybast practices and good
control frameworks have been develop€&le followingbest practicearerecommendd, andcan be
used as a yardstick in determining the maturity of an eimigddressing the risks associated with e
procurement.

E-Procurement best practices

When reviewing the adequacy of controls iprecurement applications, assess the application of
the following:

1 A set of security mechanisms and procedures which, takesthirg constitute a security
architecture for éusinessd.g.Internet firewalls, PKI, encryption, certificates and password
management).

1 The firewall mechanisms that are in place to mediate between the public network (the
Internet) and the private netvksrof government.

1 A process whereby participants in aesiness transaction can be identified uniquely and
positively .g.using some combination of public and private key encryption and certifying
key pairs).

91 Digital signatures with which the initiataf an ecommerce transaction can be uniquely
associated

1 An infrastructure to manage and control public key paies gublic key infrastructure
PKI) and their corresponding certificates, which would include a certificate authority (CA),

14



possibly a regtration authority, a certification revocation list and a certification practice
statement , which is a detailed set of rul es

Set proceduret® control changes to arbeisiness applicatiggs) and architeture.

Logs of ebusiness applications, which should be maintained by responsible personnel. Such
logs would include operating systems logs and console messages, network management
messages, firewalls logs and alerts, route management messages, ingtesiborndalarms,
application and server statistics and system integrity checks.

The methods and procedures for recognising security breaches when they occur {network
and hostbased intrusion detection systems).

The features in -business applications thanable the reconstruction of the activity
performed by the applicatione. the audit trails.

Protection measures to ensure that the data collected with regard to the parties to the
transactions would not be disclosed without their consent nor usedrfooses other than
that for which it was collected.

The means of ensuring the confidentiality of data communicated between government and
vendors (safeguarding resourceg).by way of an encrypted secure socket layer).

The mechanisms for protecting goveme nt 6 s pri vate networ ks fr
for preventing them from propagating viruses to suppliers.

The features within the-leusiness architecture that prevent components from failing and,
should they fail, allow them to repair themselves.

A plan and procedure for continuingbasiness activities in the event of an extended outage
of resources required for normal processing.

A commonly understood set of practices and
regarding the security offeusiness.

A shared responsibility within an organisation fdsuesiness security.
Communications to suppliers about the level of security in-ngsaess environment.

A regular programme of auditing and assessment of the securitgusfimess environments

ard applications to provide assurance that controls are present and effdetiveof these

are part of the normal general control audits performed by information systems (IS) auditors.
However, the architecture used febesiness and thesks associatedith transactionvia

the Internet increase not only the scope of a normal general control audit, but also the
complexities ofsuch computer audité which leadsto the challenges auditors face in
performing financial, computer and performance audits ieaumsiness environment.



Vincenzo Schioppdand Rolf Alter’

Vincenzo SchioppaMinister Plenipotentiary, Ministry of Foreign Affairs, Italy, aRwIf Alter,
Deputy Director, Public Governance and Territorial Development Directd®€D, chaired the
meeing and ceor di nated the first sPeosueinantn The Refulatery a me w o
Cont eMrt Schioppa stresed that this conference represents an important step towards
internationalisdion 7 applying the methodologylong endorsed by the OECf peerto-peer
exchange of best practices. He stated his hope thaseifminar proceedingsould have solid,
descriptive value, offering all participants material for further work.

Mr. Schioppa is heavily involved in this initiativdirected at countriesf the Middle East and
North Africa, as a founding supporter che MENA programme in his previous roées Deputy
Permanent Representative of Italy to @ECD.He has been particularly involved withe working
group on eggovernment and administrative gilification, which first met in Dubai, United Arab
Emiratespefore convening in Naplas specifically discuss-procurement.

Rolf Alter, on behalf ofthe OECD expressed appreciation for the support of the Italian
government towardshe realisation of fils initiative. The commitmentas been considerable,
including in thepoliticalarena The sol i d commit ment s-Rresidencyby t h
and the commitment of all the parties who contributed to the realisatiore &fdiminai in additionto
the valudle international participatiori indicate real need forand interest inadministrative
innovation in this area.

Italy has helped ysh the MENA initiative forward. As the initiative continues, it will be
important to ensure thanheetings are walays adequately followed up, allowing monitoring and
evaluation of the experiences that have been shared and analysed.

Mr. Alter said he hoped the discussions over the-day seminar would bas practical as
possible, andnclude discussions ofkey aspets of e-procurement to allowmaximum benefitto
everyone present, including the representatives of the United States, the World Bank and the Jordanian
Government E5overnment Centre.

Countrylevel analyss suggesthat eprocurement is a crucial elementthe development of-e
government and for the improvement of administrative aabgrall Many countries arecreating
their owne-procuremeninitiatives, but implementation will take time: it is not just about adapting the
context, but alsaensuringthat all parties in the @rocurement system acquire a proper level of
knowledge and capacity to actually use it.

The bendfs of the system are undoubtéd terms of transparency, and also in the possible
opening of local, national and international mark€muntriesat the tableealising experiences in this
spherewere askedo identify the obstacles hindering the developmerg-pfocuremensystens, and
to understand what measures are needed to remove them.

Naturally, there are those who do not see gudgitive aspects in the system. For example,
e-procurement favours competition, an element that can be positive at macro level but which can cause
problems at microeconomic levels or in relation to consolidated interests.

Deputy Permanent Representative of Italy to the OECD

Deputy Direcor, Public Governance and Territorial Development Directorate, OECD
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The results of this seminar couli® very useful for governments mesolving eprocurement
problems. It is essential to have concrete goals, and to clearly define wélat@anicoffer and a
electronictransaction should be. The warksulting from the seminarould help to identifythe real
problems blocking the creation of systerhyg, providing winnable challenges, not theoretical aims
without real contenfThe seminar shoulstrengthen the nebrk of relationships and facilitafellow-
up contacts, actions and exchandgeg&ryonebenefits the final beneficiaries (the Arab countries), and
the Italian hosts, so that their organisational efforts can be most useful. This initiative fits in perfectly
with the bigger mosaic of the MENA programme.

Mr. Alter offered pecial thanks to Vinaezo Schioppa who, despite a move from Paris on
account of other institutional appointments, remains a friend of the OECD and everyone working for
innovation in the administrative fieltHe also thankeéederico Basilica for the support he has given
to OECDon behalf of Italy, one of the G8 countries.

Mr. Schiopparesponded that it is ingptant for governrant officialsat different levels and wit

different responsibilities to be committedredorm in the service of citizens anduntries He stressed
theimportance otreating a network capable of contributing to the developofereal reforms
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Claudia Oglialoro®

Ms. Oglialoro, Director of €5overnment for Developmentlayed a message of welcome from
Innovation and TechnolggMinister Lucio Stanca, wh was unable to attend due to official business.

She highlighted the importance of unifying the efforts of the parties at the seminar to bring into
focus the elements necessary for the realisation of a system as complex and spepitcaement.
Sheeaf firmed the Departmentds support for the go
the OECD in the field of googovernance as an instrument for the growth of developing countries.

This seminar, relevant to many international debates ogetheral theme of-government, iyes
an opportunity for a closand specific analysis ofgrocurement. It is also a usefopportunity to
offer supportin the implementation of these kinds of policies internationally, in collaboration with
countries suclas Morocco, Lebanon and Tunisia, which are about to launch their-pwoterement
initiatives.

Italy was one of the pioneers ofpeocurement in Europe, and has had the chance to fully
comprehend the added valdkis instrument brings to public sect adgion. The govern,ent is
neverthelessaware of the difficulties involved in creating an integrated, mature system of e
procurement, and of the necesstydo sowith proper ceordination among the various public sectors
involved. Important actions areto safeguard and refine the&echnology enablingelectronic
transactions, to adapt organisations and procedures, to ensure infrastructures draétiéori and
most importantlyto assignhuman resources to the process of acquiring knowledge andfekiliew
technological and management instruments.

Anot her el ement that should not be neglected
and competition. The benefits of thepecurement are numerous simplification of internal
procedures, impraed efficiency and transparency, reduction of costs, greater accountability of public
managers.

However , t breasest added valuais ibternationaloperation, which can be sparked
by the various gathered here to debate, to listen, to understahto share their own experiences of
innovation.

Department for Innovation and Technology
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2. ACONTEXT FOR E-PROCUREMENT 1 THE REGULATORY FRAME WORK

An overview of eprocurement and governance
Marcell a Corsi, fALa Sapienzao University of Rome

The purpose of this report is to identify the main challenges and opportunities presented by the
implementation of ae-procurement system, leading to an introduction of the topics to be disclusgegl
thes e mi mwa dafiss The report is general in nature, divided thematically as much as possible.

The author i s a c¢hi efovenmenhforiliedtdeneant CeuprGhd Me & E
an initiative financed by thétalian Research Ministry anthanaged by a group of Italiamiversities
working closely with theDepartmat of Information and Technologgnd other institutional actors. The
main objective of the pject is to contribute towards the drive to makgrecurement more accessible for
all countries of the Mediterraneamhile creating general guidelines fopeocurement andnplemening
programmesompatible with thee rules. Carlo Batini, ceordinator ofthe project, willparticipate in the
seminar allowing further analysis of the project.

E-Procurement can be defined as an Intebasied means of electronic acquisition that accompanies
the traditional methods of provisioning, and which is conducted dagtwcontracting authorities and
suppliers of goods and services. Its phases range from identification of needs to setting of budgets, to
management of contracts, to payments, to monitoring and evaluation.

E-Procurement is attracting increasstention beause it is now clear, especially in Europe, tat
procurement delivertangible results in terms of improveaalblic sectorproductivity. It also leads to
economic rationality and increased GRRd has contributed to a series of intermediate sethatwill be
discussed below. Howevemportant challenges arise, boththe organisational and economic/legadas

Organisationally, there are pockets of resistance on the part ofiuti@ssincludesproblems with
professional and operational capacityPicurementsuccess depends upon development of specific
capacities and competencddis innovation requires effort in terms of trainirand redefinition of the
roles and capacities involved in the organisatbelectronic provisioningThese aspectsre not always
adequately covered in the economic literature on this subject.

The main challenges from the economigdkpoint of view are

9 Creation of a correct-procuremenprocessand revision of the normative framework to allow
increased economic delepment.

1 Construction of a diverse technological scenario.

1 Implementation of a structural reforrnggramme to encourage a market for competitive private
services.

9 Launch of an education and literacy campaign.

While there are many technological issues ® faced, the most pressing matters from the
economic/political perspective involve contractgmboring and system benefits. Althoudiese aspects
are treated in the economic literatusemeimplicationsare not addressedh the economic and political
debate.



The direct(or interna)e f f ect s of fprocwemengaeeressentatlyiexpressed in terms of
public sector efficiencythroughthe realisation of a broader and more contpetimarket for public
servicesandbetter services and opportties for users. Ths i s commonl y -cengrdder r e d |
g o v e r n nhes refficiency bfings added public vaJughich must be defined and measured together
with new services.

The AEG4Mmillpropest a Anew g-pracarenenthabotargets mohoalg e o f
efficiency but also indirect effects, particularly the-sca | | ed i c onneisctouldhaveyan e f f e c
accelerator or multiplier effect on the economy.

In order to exploiinnovationin the wake of the introduction ofgrocuremat, and toaddressll the
effects, it is necessary to introduce organisational/management innovations (back office and front office) in
all involvedadministrations.

Generally speaking, the benefits fronprcurement should also bringncreased public extor
productivity (and therefore an increased yblic sector proportion of GDPR greater role fopublic
administrations; administrative burden reductiang overall growth of GDP. The intermediate results will
be improvedincreasedservices andurther cost and timesavings.Expectedfinal overall results are
improved work productivity in the public sector, economic rationalisation and organisational efficiency.
These entail greaterdministrativesimplification, greater accountabilityy all actors n the process, more
transparency, competition, democratic participat
efficiencyo.

The modelsThere are at least two models for activity and organisation, to be examined and debated
within the general Eamework of a discussion orpeocurement transparency and reduction of uncertainty:
indirect (Indirect Procurement System, IPS, as used by Consip in Italy for the central, regional and local
public administrations) andirect (Direct Procurement System, BR In the indirect model the contracting
authority does not come into contact with the ordering body, and while the direct model includes such
contact. Procedural differences are important.

The organisatiotbased models are basically of two types: cestrdl models, in which procurement
is managed on behalf of the administration as a whole; and decentralised models, imndikidbal
organisational units manage the provisioning processes themselves.

The various models produce a diverse range of effieetgfits and disadvantag&mr example, with
regard to economic rationalisation, the indirect model carries notable benefits in terms of control of costs
and ceordination of stocks, but may be less advantageous for monitoring adioation of costs.

A major advantage of the decentralisenwbdel is the high level of autonomy of thiedividual
administration, but one of its big drawbacks is the lack ebrcdiination of the balance of procedures and
nontuniform solutions for standard problems. This ccudde effects on simplification and accountability.

On the subject of accountability, the strong points of the IPS are a standard decisional process and
greater controlas there aréewer decisional unitsAlthough the higher number of decisional uniisth
DPSdecreasesverall control, a benefits increased control of corruption and greater social and business
accountability.
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The eprocurement regulatory framework: The Italian experience in light of Community Directives
17 and 18 of 2004

Davide Colaccio, Consultant, Presidency of the Council of Ministersltaly
1. The European contexE:Public procuremenin Directives 17 and 18 of 2004

Public contracts represent 16% of GDP in the European Union, totalling EUR 1 429; lfiibgn
constitute one of thstrategic sectors of the market. Despite its economic importance, the European Union
public contracts market is not yet sufficiently open and competitimefficient management of public
contracts athe European level has been damaging for productivity

In April 2004, the EuropearCouncil and the EuropearafiamentadoptedDirectives 17 and 18
formalising the strategyto overhaul thepublic procurement sectoDirective 17 relates to tender
procedures for suppliers of water, energy and transport sews ( Aispeci al 6 or Aexcl
Directive 18 relates to adjudication procedures for public contracts governing supplies, services and works
(ficlassico or “Yiordinaryo sectorso)

The f#fAlegislative packageo i dationcamd maderresationdof thes s e n't
current public comaictssystem,and for the creation of theecessargonditions for the development of a
more efficient and competitive European cortsanarketThe newDirectives have three main aims:

Simplification andstrengthening of legislatigndunification of regulations.

Flexibility, achieved through the introduction or strengthening of procedures and innovative
institutions that recognise greater freedom of action for public procurers in drafting contracts.

1 Modernisation, fully applied to the contracts sector, and the full use of new information and
electronic technologieg{ublic procurement

Electronic public procuremeniefers to the ensemble of technologies, procedures, operations and
organisational modiies derived frominformation communication technologyhe use of ICT in contract
procedures represents one of the most rapidly changing areas of public administralmwsltthe
reorganisation and simplification of the public procurement managepneogss, andilso guarantees
greater transparency, competition, economy and timeliness in the tendering process.

The most important-procurement developments introduced by the new legislative package are as
follows™
Use of electronic means in communioat and presentations of offers.
Electronic tenders.

Dynamic purchasing systems.

Communication of 7 May 2003, Strategy for the internal mafkebrity 2003i 2006.

10 On directives 17 and 18 of 2004 see Aa. Vv., Le rueuropee degli appalti pubblici, edited by

L.Fiorentino and C. Lacava, in Giorn. dir. amm., Quaderni, n. 9, Milano, 2004.

1 The relevant clause for such proceduresisthesol | ed fcl ause of return to t1l

this gives memberhe states the option (and not obligation) of allowing contracting authorities to have
recourse to instruments ofpeocurement.
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1.1 Use of electronic means in communications and presentation of offers

The new Drectives significantly support technologyequiring use of electronic media for the
communcation and presentation of tenders and excludithgother methodss(ich assending hargopy
communications via post).

Considerando 33 statedin view of the effects of the new information and communications
technologies, such as the simplification tlvay bring to publicising contract tenders, as well as increased
transparency of adjudication procedures, it is advisable that electronic media be placed on the same plane
as the classic instruments of communication and i

The relevantnorm is Directive 18, article 42 (rules applicable to commurdoa)i paragraph 1,
which statesfiAll communication and information exchange referred to in this Title may be by post, by fax
or by electronic means, in accordance with paragraphs 4 andt&leptione in cases and circumstances
referred tgz in paragraph 6 or by a combination of such means, according to the choice of the contracting
authorityo

Naturally, the use of electronic means must no
means that the instruments used for electronic communication and their associated technologies must be
nondi scriminatory in nature, as stated in paragrap
compatible with information and communicatio t ec hnol ogy products in gener

The provisions in the newirectives are not limited to the use of ICT instruments in contract
procedures, but aralsointended to reduce deadlines for tender applications and submissiomitted
throughelectronicmeans. Article 38, paragraph 5, establishes that the deadline for receipt of submissions
in open, restricted and negotiated procedures and in competitive dialogue can be reduced to skren days
tenders drafted and submitted electronicaflyfurther rediction in submission deadlines to five days is
determined by paragraph 6 of article 8&oversin cases in which, beginning from the publication of the
invitation to tender, the contracting authority offers, in accordance with Annex VI, free, divdct a
complete electronic access to the tender document and to every complementary document, with a text
reference to the electronic address of the documentation.

1.2 Electronic auctions

The electronic auction is an instrument for the adjudication of pulbigracts d ef i ned as
repetitive process involving an electronic device for the presentation of new prices, revised downwards,
and/or new values concerning certain elements of tenders, which occurs after an initial full evaluation of
the tenders, enabtithem to be ranked usingaumat i ¢ eval uati on me@)hbBdso (a
electronic auction is therefore not a new tender procetiuteathera negotiating instrument that allows
offers to be classified automatically. This means that thssiflcation of tenders and the selection of the
best offer is not performed by a commission but by a completely automated system. It therefore follows
that contracts for the provision of intellectual services, such as the design of works, cannot béshiejec
electronic auction process, as the technical specifications cannot be converted into mathematical
algorithms. Electronic auctions can be used in open, restricted or negotiated procedures with calls for
tenders, in the context of the dynamic pusihg system and in the case of the reopening of competition
between parties to a framework agreement.

12 This refers to the provision of article 48 (Norms applicable to communications) of directive 17, which is

largely identical.

13 The definition stated in directive 17, article 1, paragraph 6 is basically identical.
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Use of the electronic auction allows requests to be made to tenderers, after an initial thorough
evaluation of their offer, for further reductions in therices and possiblehangesto other elements,
provided that these can be evaluated electronicallg. I@@islation enables administrat®mo hold an
auction in which tenders are submitted and evaluated exclusively by electronic means, on the condition
that the evaluation criterion is represented by price;wdren the adjudication criterion is the most
economically advantageous tender, by other quantifiable factors. In accordance with article 54, paragraph
4, all admissible tenderers are invited simiausly, by electronicmeans, to submit new prices &md
new values. The invitation must contain:

1. Allinformation necessary for individual connection to the electronic device used.

The time and date of the start of the auction (at kastvorking daysn advancg

The results of the complete evaluation of the offer from the tenderer concerned (when the
evaluation occurs according to the criteria of the most economically advantageous tender)

4. The mathematical formula used during the electronic auctiond&ermining automatic
reclassifications in consideration of new prices and/or new values submitted.

Obviously, the use of electronic auctsdor contractadjudication must be expressly stated in the call
for submissions. The invitation to tender or tbhatcact document must indicate:

1. The elements subject to automatic evaluation in the course of the electronic auction.

2. Any minimum or maximum values of the elements of the tender, as indicated in the contract
specifications.

3. The information to be made awile to the tenderers during the electronic auction, with an
indication of when it will be available.

Information regarding the execution of the electronic auction.

The circumstances in which tenderers may make renewed offers and any minimum changes
required for the submission of renewed offers.

6. Information regarding the electronic device used, as well as the methods and technical
specifications of the connection.

1.3 Dynamic purchasing systems

The dynamic purchasing system is a wholly new, entirely elgctrprocurement procedure, for
current use purchases, limited by time and open for its entire duration to any operator that satisfies the
selection criteria and that has submitted an indicative tender pursuant to the contract specifications.
Throughthe ceation of a list of already admitted and prospective new tenderers, this electronic device
system allows contracting authorities golicit a wide range of offers, and therefore assure optimal,
competitionrbased use of public finances.

The methods and rigestated in article 33 of Directive ‘f8equirecontracting authorities to follow
the norms of the open procedure in all its phases through to the award of the contragrispi2ya

There are two main phases in the execution of the procedure.ifricstler to institute a dynamic
purchasing system, the contracting authorities must publish a call for submissions and a contract document
indicating the selection criteria, the nature of the purchases and the indicative offer requjt@snealisas

14 This corresponds to article 15 of the directive,
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all neessary information regarding the electronic system. The contracting stations, from the publication of
the call for submissionthroughthe conclusion of the system, must offer electronically direct and complete
access to the specification and any compléargndocuments, indicating in the call for submissions the
Internet address at which such documents can be consultedrgmdrd). All economic operators who
satisfy the selection criteria and who have submitted an indicative offer pursuant to the dactiatent

and any complementary documents are admitted to the system for its entire duration (maximum four years,
exceptional cases permitted). Indicative tenders can be improved at any time providing they remain in
accordance with the contract documegarégraph4).

In the second phaseach specific contract must undergo a competitive comparisorgfpahd). For
each contract, authoriteshher ef or e publish a further Asi mpl i fi
interested economic operators to rewitban indicative offer (in order to be admitted to the dynamic
system, which for this reason is consequently permanently Bpéti)in at leastl5 days from the date on
which the simplified call for submissions was sent.

Administrations can proceed to tbempetitive comparison only afteraluatingall indicative offers
from new tenderers. After this evaluation the contracting authorities invite all tenderers admitted to the
system to submit a specific offer relative to the contract (possible awarddinpeie auction). A suitable
deadline is set for the submission of tenders.

The awarding of the contract to the best oifdoased onhe adjudication criteria indicated in the call
for submissions for the establishment of the dynamic purchasing systeas atated in the invitation to
offers for a specific contract (papaph6).

1.4 European Commission: Action Plan for institution of legal framework for electronic public tenders

The inappropriate adoption of electronic auctions creates a serious fisigwienting the market.
And there arelegal, technical and organisational barriers that can result from online contracting. In order to
ensure the timely institution of the new regulatory context established Wyitdetive, and the correct
operatonot he Acommon mar ket of el ectroni c wprkebdWith c con
member states to produce an action plan for the creation of the legal framewopufidicgprocurement,
called for by Directives 17 and 18 of 2004.

The objectives andctions stated in the action plan are as follows:

1. Guarantee of an internal market for electronic public contracts:

- Newstandard forms for publication in the TED.
- CPV (Common Procurement Vocabulary).

- Identification of functional requirements and accredaat systems (digital signatures,
platform certification).

- Interpretativedocumentdemonstrators.

2. Greaterefficiency in contracts, improvement of governance and competitiveness:

- National programmes with measurable performance priorities and objectives, and
programmes of the largest national purchasing authorities.

15 They conclude the evaluations within 15 days of the submissitreahdicative offer. They can however

lengthen the evaluation period on condition that no contract is placed in competition with it in the
meantime. The contracting authority shall contact the tenderer as soon as possible, with a decision
regarding its dmission to the dynamic purchasing system or the rejection of its indicative offer.
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- Electronicprovision of commercial information and enterprise certificates.

3. Implemenation of electronic catalogues:

- European public cordcts network$or use in exchangingxperiences.

4. Commitment to working for an international context of electronic public contracts (a®iptre
overhaul of GPA).

2. The ltalian context: FProcurement and its relation to the Code for contracts and current legislation
What is the situation in the Italian reguday context?

Italy is readyto implement Directives 17 and 18 of 2004 and acknowldgi@edirections on €
procurementThe existingsystem shoulthe compatible witthe norms of th®irectives, since a thorough
and detailed @rocurement system has beenvaleped in recent years, in anticipation of tB€
arrangement, on the normative level and in terms of practice.

I n accordance with roeimphement Comnaunite Biréctigebly Bli Jgradryi o n s
2006, the Italian legislature respondedith Law no. 62 of April 2005:fiDirections for fulfilment of
obligations deriving from Italyds memberdsWithp of
this measureParliament authorised the government to adopt one or more legislative decrees designed to
define the regulatory frameworfor the two Drectives. To this end, the Presidency of the Council of
Ministers created a Commission of sectoral experts, appointed to etatt@ramplementation text. As
article 25 of the delegate law requires, the taskcihowledgement was achieved largely by drafting a text
pursuant to the principles of the EU Treaty.

The necessity of implementation within Community norms presented an opportunity for the organic
reorganisation of the rules for public contracts, achidwedbringing them into line with the principles
elaborated by Community case law: the Code for public works, services and supply contracts. The scheme
was approved on 23 March 2006 by the Council of Ministers aptbieeding towards publicatiomhe
Codehasacknowledged, with some degrekvariation, the g@rocuremeninstruments called for by the
Directive.

2.1 Current Italian legislation: Presidential Decree 101 of 2002

Consideration of the Italiangrocurement system must involve reference to thelations, approved
i n Presidenti al Decr ee 101 of 4 Apri l 200 2, C (
admini strations execution of electronic purchase

Presidential Decree 101 of 4 April @D, anticipating the Communifirectives, regulagsthe criteria
and modalities for the execution of electronizocurement proceduresn the part of public
administrations. The norm governs two distinct procedures (with specific times and modaléi=syned
tendering above and below the Community threshaidl the electronic market below the Community
threshold®. These two procedures bear certain similarities to the procedures called for in Directives 17 and
18.

16 See: L. Fiorentino, Gli acquisti on lingéa disciplina normativa, in Giorn. dir. amm., 6/2002, 585; D.

Colaccino, Ei public procurement, in Aa. Vv., Le innovazioniine pr oc e s s i ddacquisto
amministrazioni.L 6 e s p e r i-grocwreanentd della €residenza del Consiglio dei Ministri, Il Sole
24 Orei Rome 2005.



The electronic tender is capable apporting online management of the entire contracting process. It
is arranged as a specific, distinct procedure that exists as an alternative to traditional tender procedures
governed by Community and national legislation. It is more than just anottremaest for the submission
of documents or a new means of delivéryhe innovations introduced by the decree allelectronic
submission and evaluation of tenders, as well as adjudication. Provisioning procedures can also be
supported by the use of eleqiio instruments.

Electronic tendering, in accordance with Presidential Decree n0.101/2002, is distinguished by four
specific procedural phases: the issue of the prequalification notice of invitation to tender (to aspiring
participants), the call for subnsi®ns, the invitation to participate in the tenderdthe online negotiation
phase (online opening of the envelope containing the offer).

As perarticle 11 of the regulations, the electronic market consists essentially of an IT structure that
contracting authorities can usd pursuantto the regulations governing the purchase of public
adminigration goods and serviceis to make direct purchases or to request further offers through
catalogues provided by seleci@equalifiedusers.

The marketplaceallows the contracting authority to operate according to two different electronic
procedures for the provisioning of goods and servi#esect Purchaseand Request for Quotation

Through Direct Purchaseex pargraph1 , the administr atodnothe cataloguesh as e s
provided by the selected usdtswWith Request for Quotatigrex paragrapi2 , it requests Af
from the userso. When an offer is requested, it

evaluation of the offers receivednd compiles a classification table based on the criteria the contracting
authority has selected from among the optiomgposed by he system i tsel fo.

All goods and services available the marketplace must therefore be identified in the electronic
callogue, which constitutes the database from which products and/or services can be ordered from
authorised suppliers.

3. Conclusions

The use of gorocurement is governed both by Community norms, in acknowledgement of the Code
for contracts, andbcurrent mtional legislationwhich regulates the electronic market and electronic
tenders, in accordance with Presidential Decree no. 101 of 2002.

The normative framework seems to have reached a level of development that allows the full
functioning of electronic qvisioning modalities and the full development gfrecurement. Despite this,
the adoption of electronic contract procedures in the public sector has not yet taken off. Although
normative arrangements are close to completion, there is still a need dogaanic implementation plan
that will back the definition, cordination and activation of objectives and strategies for the
computerisation of public contracts. The effective fulfilment of these objectives requires action that will
result in more efficiet implementation of-@rocurement in the public administration.

There appears to be a need for regulatory, institutional and organisational'tHasgjslation must
be accompanied by a solid strategy for the implementation of genedalines for epublic procurement
and effective cardination of policies promulgated at various levels (European, state, regional and local).

1 See D. Colaccino, Pi ano st #publicergdurententgpent dirifledsionep | e me n |

in Astrid Rassegna n. 2 del 2006vww.astridonline.it.
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Topics for further discussion

An account of the main discussion tdpmodeeatoqg:
comments follows. fie contributions provide summary information in response to questions piosted,
information on the general normative framework of public contractsaamhcountry, on the introduction
and modification of state laws and regulations for
e-procurement development, on administrative and procedural innovation, and on main obstecles to
procurement

a) Challenges arising from the development epecurement in the Arab states
Najat Rochdi UNDP (United Nations Development Programphefiormation Society for Arab States

This sectionaims to draw together the general scenario presehted i ng t he seminar 0:
and highlight significanissues E-Procurement, as an initiative in itsaf not very effectiveit shouldbe
part ofa broader framework of administrative refatimoughe-government.

Governance is an importanhallengeto e-procurementincluding the overall system of all actors
involved uppliers andbcal, central, national and internationahadistration$.

In addtion to technical issues, any-@ocurement launch plan muBbom the outsetaddress the
organisational/management aspect, and within that, the-dffio¢/backoffice relationshipThe diffusion
and exchange of information and experiences with otheraities could be very useful for
administrations entering this phase

Another challengetying in with governance and organisational issuiss the political process
required to introduce system of @rocurement integrated withgovernment and governamprocess;
this is an issue in all aredncluding theArab zone.

It should be pointedut and discussethat many nosArab countries are negotiating framework
agreements with other countridsor example Morocco and Jordan have established a contrfaéitee
exchange with the United States, and some Mediterranean countries have signed agreements of association
with European countriesSTheseagreements will clearly have effects on actions and behavioute at
national level, but Aralzountrieshave nottaken this into account when considering what normative and
administrative reforms to introduce.

There is no doubt thatgrocurement spurs the private sector towandseasedcompetitiveness and
therdore steers the overall systénboth private and pulit playersi towardsa lower level of corruption.
The new procurement methods require a standard mode of provisitiigngould helpadministrations
replace thig individual purchase methods, which are not always based on sound functionalabakses
therefore facilitate the fight against corruption. In this sense
e-procuremenpresentsa real opportunityo find ways to overcome current obstacleslaunch standard
procedures that can help reduce corruptimnjncreasing social and business accoulitgbiand to
promot more efficient publigdrivate partnershgp

E-Procurement is an excellent operational instrument for making decentralisation a prastifal
policy rather thana theoretical objective to be pursued solely because it is supposdetiver a better
system of government.
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b) Algeria
Abdel Razak HennMlinistry of Justice

The development of-government in Algeria does not yet include digital signatareany real form
of e-procurementHowever, the assembly should soon exansineommssionrapproved decreen these
issuesThe general process for public contracts procasdsllows

The administration must publish the invitation to tender in two national magdzioes in Arabic
and the other in French. Those who use the Internetheusle to view this preliminary information. The
tender proposal is submitted in two sealed enveldpese containing the technical offer, the other
containing the financial proposal. The technigadposalsareevaluated, a classification table is coleg
and then the financiabffers are consideredA ministerial commission deals with offemver EUR
200000, while offers of more than EUR 1 million are handled by a national commission.

¢) United Arab Emirates
Rehab LootahActing Director of eServies, Dubai

In the United Arab Emiratesill electronic transactions are basedtws law for ecommerce Digital
signaturs have not been introduced, but late 2006 should see the introduction of a common platform for
identity managementf private companied§ heexistingsystemhas proved valid and has produced a return
on investment.

d) United States
Julie Basile Office ofFederalProcuremen®olicy, United States

The United Stateplansto modify the normative framework for public contracts, in ordeatilifate
the introduction of gorocurement.

Most (subfederatlevel) states have eliminadghe hardcopy publication of contract notices, at least
for the moment if not definitivelyhowever, full eprocurement is dependent upon #imination of the
digital divide and ensurintpternet access iall areas.

The introduction of grocurement has resulted in the simplification and speeding of procedures
(many contracting authorities are now capable of reacting in real time) and an increase in then@nspare
of administrative action

A widespread feature insultation witithe community of usenshosefeedbackis used to improve
public policies Althoughthe amendment of laws amdgulationsis possible, but it is important that the
administation becones more accessible and facilitates interchange and communication, in olukdteio
respond to the wishes of users.

The competitiveness and quality of offers constitute the basic qualifying conditions for participation
in the electronic market. The gooatsd services offered to the administration must respond to these criteria
and must satisfy a real demand.

A pragmatic approach to problesolving, typical of North American culture, stems from a declared

willingness to listen and to exchange informationowledge and experiences. Such an approach can also
contribute to the resolution of the main problems hindering the diffusiorpod@irement in the United
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States. They include insufficient capacity to define and rationalise the various procurementirpsyced
especially those susceptible to rapid aneréaching change.

e) Tunisia
Khaled Elarbi, National Observatory of Public Contracts

The National Observatory of Public Caatts is the body appointed to implemesgrecurement in
the Tunisian administtan.

The general normative framework fopablic procurement in this country is about to change; at the
moment online contracts are not possible. In the private sector, however, the lasommerce has
already altered the general legal picture. In 2@B&2 issue of @rocurement was put on the agenda of the
broader process of change in the Code for public contracts. For now, administrations can go as far as
publishing invitations to tender and associated contracts on the Irdarapbfficial Website.

The World Bank and the Gateway Foundation are currently collaborating closely in the preparation of
a Tunisian EProcurement Action Plan. The presentation of this plan has been postponed.

f) Bahrain
Elham SalehElectronic ID card project, Central IT @anisation

In Bahrain, thegovernmenthas launched angovernment project that is quite advanced, given the
countryodés gener al context . Admi ni strative instru
electronic transactions will introdudke use bdigital signatures;tsuctural investments have been made.

With technical and normative preparations already complete, work will soon begin on an online services
portal. Becausethree administrative actors, including the Ministry for Information Teclgylare
responsible forthis process bureaucratic procedurese slowed This has resulted in delayed
implementation of some programmeswevet intense efforts are being madectosure thaall procedures

will be available onlinesoon

Intervention of tk moderator

The coeordination of the various institutions involved in the implementation of -aroeurement
programme is a very important isslie Italy, this problemhas beemaddressethrough the developmenf
synergetic relations.t lis possible thauseful information could emerge from the direction of Italian
colleagues in Consip and the Department for Innovations and Technologies.

g) Jordan
Hussein Hiyassat, ¥50v for developmeiiitiative, Ministry of Finance and the UNDP

The Jor dan i-Gowforevedjpentetn t E has | uls2002a@dampadsed am ¢ h e d
initial generic, norsector specific law on electronic transactions. Normative changes are necesisary at
ministerial and provisioning levels. A further legislative change will priyblaé made within two years. It
is regarded as i mportant t hat t he goverstagesefnt 6 s
electronic transactions (provisioning, contracts, etc).
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h) The World Bank
Rachele GianfranchiGlobal Infocomm Technologg Policy DivisionWorld Bank

Referring to the problems raised by the Jordanian representative, the Bdokdffered a practical
example of the methods and criteria adopted by the Bank for the launch of
e-procurement ifndividual countries.

The introdiction of eprocurement has beemsubjectof analysis and evaluation even before the
i mpl ementation phase. Each countryds case is rev
such as the normative framework or electronic signatures. Instdadtion is focused on a series of
innovationsand implementations
The provisioning plan.
The spheres covered bypeocurement procedures.
The provisioning of specific, kesectors (Defence, Security, Health).

The identification of criteria that can regrda country fit to enter the electronic market.
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Internal eprocurement procedures, such the rules for invitatios to tenderjevels of security
for theresubmission of online tendepgyments, technical specifications of gosdsyices to be
purchagd;the presentation,pening and evaluation of offers; adjudication of contraatspunts.

1 Integration of national -procurement systems with general and supranational normative
framework.

1 Implementing mechanisms.

This represents a first step in the lexadion of the progress af o u n tovelalkirsd@vation process. A
more thorough evaluation phase follodisring whichprocedures are analysed, recently introduced laws
and regulations are modified and/or simplified, etc.

The World Bank has taken part imany eprocurement projects in the Arab region, at a time when
less bureaucracy was in pladen important themd&merged:it is essential to simplify processeather
than introducingcomplex problematic elements in the transition from one system toeandthis is
relevant to the idea dfusiness process-engineering(BPR). Many projects in the Arab region are very
streamlined technologidg| but are insufficiently strategic and efficient in-eBgineering aspects. This
causesco-ordination problems enong the variougntitiesinvolved thatcanimpact the effectiveness of
actual processes. The principal actor is often the Ministry of Finance, whose apganaehexcessively
accountsbased, rather than focusing on the definition of strategies that beuliseful for programming
and control.

The computerisation of data and noticegmgortant for all eprocurement projectis all countries.
Many governmentspublish calls for submissions dWeb sites; others go furtheiVaiting times for
payments by pult administrations tdfirms continues to be an issue, as is the associated factor of
corruption. Waiting times are sometimes so long that they play a part in the faibusirdsactivities.

OECD

Christian VergezHead,Innovation and Integrity Divisio

The use of new technology is essential for the improvement of public contract processes, but it is also
important that Arab and OECD countriesnsidereffectiveness, efficiency and the benefits deriving from
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procurement method3 hey should also addresansparency and trying to reducerruption.Whether e
procurement or traditional procedures, it is important to refer to the three phases of public contracts:

1 The definition of the contract and btiyer/sellemeeds (electronic and computerised procesiur
can introduce elements of transparency and further information).

The awarding of the contract.

The execution of the contradncluding addressingroblemsin the payment phase and any
revision of amourgand costs.

New technologies can introduce traasgncy into thes¢hree phases because thajlow actors to
review the full process, and pernaitiministratios to provide more useful informationto participating
firms.

Technolagy alone cannot solve problems, htthelps maximise the accomplishment objectives
defined atthe political level in terms of economic effectivenesansparency and simplificatiohe
normative framework contribuseto this procesby establishing the specific values of traditional and
electronic procurement models, so amaximise the benefits from each.

Contribution of the moderators (Schioppa, Alter) and the Bahrain representative

Discussionso far confirms the importance of political input in the definition of strategic lines and in
the consideration of economic and isbmeeds. Inthissenset coul d be i nteresting
views on the effective capacity of new norms to respond to social and economic needs.

An interesting model for ltaly is Bahrairwhich has general laws whichannot be continually
modified; changes caonly be applied to the rules for implementing them. Administrative procedures are
always evaluated on an ongoing basis. Hefel officials participate in various sectoral committees,
which guaranteefficiency by meeting to evaluate homuch has been done and making recommendations
for futureactiors.

Conclusion

Administrative reform linked to-procurementnusttake an integrated approadhcluding dalogue
between the various actors involved in the elements of the purchasing pemesmic/financial aspect,
purchasing, payments to suppliers). The whole process must be conducted in an integrated mode if real
benefits are to be generated for purchasers and suppliers.

A comprehensive integrated reform process is successfully takiog iplaheUnited ArabEmirates,
entailing budget reforms and reform of the federal law-cnramerce, with the specific introduction ef e
public procurement and changes to the payments system. Such an approach has piguiticadt
benefits for the ente eprocurement process. It also hefpsventa situation wherany attainable savings
are considered moteeavily than other aspects.fi&r the adoption of this strategy the entire process was
decentralisedand very efficient payment procedures haverbachieved.
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3. A CONTEXT FOR E-PROCUREMENT 17 ORGANISATIONAL STRUC TURES
AND ACCOUNTABILITY

Consip
Giuseppe Fiore, Director GeneraConsip

In recentyears economic pressures on governméate continued to mount. At the same time,
technologicaldevelopment has increased public #mdinessiemandghat government improve services,
simplify interactions and reduce response tim&evolution has resulted in the transfer of powers and
respongility from central to local administrations. Increased attention has fedmo spendingdn social
security, health and purchases for intermediate consumption (goods and services necessagmylitic the
administratiorto operate and discharge its ftinos).

The government s response to these vatakeshaps si t u
as a coherent, eordinated responséne example is the health card project. The Lombardy Regjion
leading the way, and ien the verge of fulimplementation of a card that will enable citizegn book
appointmentghrough an ATM machine. Inmangrgi ons t he public tomquestuse 0
and obtainonline certificates or respontb normative obligations. These results have beeneaetii
through significant investment and -oadination, particularly regarding structural aspects such as the
diffusion of broadband, which is necessary for connecting citizendasidesse with the government
system.

The reduced level of available rescessince the year 2000as highlighted the importance of the
programme for rationalisation of spending poblic goods and services. It involves all types of
administrations (health boards, universities, research institutes, local bodies and statératiomsjsand
also includessuppliers $uch ascategory associations, Confindustria, Confcommercio and SME
representative bodies). Ihaly, 80% of GDP is produced by SMEs; a public procurement spending
rationalisation programme that does not take acoofutiese facts would seem destined to fail.

The complexity of this type of policy is illustrated by the fact that the legislaturevémied three
times in four year§ modifying rules, methods, arareas where compulsory measures are needled.
further st forward wagakenin the 2005 financial law (applicable to 2006) in which some paragraphs
addressed Consgndlocal administrationsAreas where compulsory measuregarding purchases made
through Consipvere identifiedon the bas of trends in publiaccountsMany important results have been
achievedbut much remains to be done.

Francesco Licci, Head of the Special 8jects Unit and Studies Offic&Zonsip

Consip is a public stock company owned by the Ministry of Finance. It works in two areas of
intervention: ICT, in which it provides services and atittesand computerisation proje¢ctandspending
rationalisation.

Consip has a staff 0600, about 150 of whom are assigned to B Online Purchasing unit
responsible for the spending rationalisatprogrammeTheaim of the programme is to identify a centre
of competence wdre demand and supply can meet. B@ PA market Consip works towardshe
rationalisation of demand frothe public sector and the supply of valadded servicegiming toachieve
a reasonableadeoff between costs sustained and quality of goods and services purdRegaddinghe
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supply marketConsip works ta@reae innovative eprocurement instruments aial ensureaccess to this
new channel from the PA.

These strateggeare designed to guarantee higiality standards fdPA purchass;thisis achieved by
constant focus on the supply market, offering a wide range of goods and semwitesntinual assessment
of quality of goods and servicesdfered.

The programme ainte create efficiency in two ways:

1. By reducing direct costs, through aggregation of demiantkaseadtompetition among suppliers
and standardisation of products.

2. By reducing indirect costs, through-peocurement, simplification of proceduresnd
centraisation of the needs evaluation process.

In the short/mid term the programme prowdaree main operational lineBhe first anticipates the
use of framework agreementi®. the national accordssystem;the secon@ims tosupportspecific needs
of the PA and the third calls for the development of the electronic market of the PA as a genuine
marketplace. The first two instruments are used for purchases above and below the Community threshold,
while the third currenthappliesonly to purchases below theoBimunity threshold. It runs on an Oracle e
procurement platform that prTbereackelsctroaiostofes &dnfl ontine 6 f ¢
tenders, which suggests the possibility of online issue of orders to suppliers.

One of the many possiblerojects to providesupport to the PA involvesreating aplatform that
administrationgan usdo make purchases autonomously by electronic tender or online aactthrough
avirtual marketplace

Some focal points
The ayreements

The agreements systeisibased on a trilateral relationship between Consip, public administrations
and suppliers. Consip enters into an agreement for goods it requiressaaitelingout the market for
demand and supply. The agreement is made available on the Intdrastadministrations can use it as
basis on which to make quakbased electronic purchases at-areanged priceR?urchasersvho wish to
opt out of the systemedpite the existing legislatiartan do so omthe condition that they respect the price
and qualiy parameters established by Consip.

The Drector Generalof Consifd #dea has prompted the Arab area countiiesonsider launching
variousprojectsthataim tolead to centralisation of purchasing, This idea, based on the Italian experience,
avoids the doption of asystemthat requiresadministrations to usa specificinstrument.Sucha system
would be difficult to administerand maintain because, although the control bodiesoperate in its
management, pressure from suppliers and PAs who see thesnashdisempowered could render the
programme unmanageable. Instead, it is important to establish a relationstspppilersirom the outset
T and it is preferable to look towards mechanisms that confer decisional flexibility on the quodator
and hat subordinateontrols only where PAs do not respect the reference parameters.

The agreements systems hedgluce direct costgsresources and time afecusedon adivities of
greater added valueZonsip manage four phases fothe purchase cyclePAs analy® their needsin
advance and use a contract that has been drafted in the context of the programme awdepied
suppliers; furthermoreConsipmanage anydisputes following the awarding of the contract, as stated in
the contract appendices.
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Cons p @ending has gone through various trends. The programachénigh startip costs peaking
at EUR 15 billion; this was followed byevel spendingthen a sharp reduction, and thereserse in the
trend.If spendings definedas the total commodity aagories that havieeen included imgreements, there
is a potential for savings in public spending that follow the same tréinst an increase then a reduction
in 2004, and then another upward movement to EUR 2.3 rbiilio 2005. The effective value of
transactionshrough the gorocurement system is about EUR 1 billion.

Projects that specifically support PA requirements

Consip has an annual budgetaltbcateto PA needs, subject to evaluationpoiorities. Actions vary
widely; they may involve suppoffor the management of an autonomous purchase, assistance in the
creation of a directly managed agreement, technical support for the use of the Consip platform, legal
assistance, an advisory or consulting service on a variety of mattgree{engineerig of processes). In
2005 new products/services became availalieluding interoperability with existing peripheral or
regional eprocurement platformspfogrammes areinderway in the regions of Lombardy and Emilia
Romagna).These efforts lead towards$eweloping collaborationto facilitate centralisation,a goal of
C o n s DirpafosGeneral.

The PA marketplace

Throughthis virtual market PAs canselect goods and services offered by appraugupliers, for
purchases (for the moment) below the Communitgghold. The criteria are nespeciallyrestrictive, as
the maingoal is to make available large variety of goodsand servicesrom an equallywide range of
suppliers (especiallgMES i not to create cost savingehe marketplace has also focusedagditles that
are not suitable for inclusion in the agreements. The PAnge purchase in the marketplaceeither
directly throughcatalogues or by requestgarticipatingsuppliers.

The number of articleis the marketplacancreasd 68% from2004 to 206, while he value of orders
completed has more than tripled, rising from EUR 8 milliofetR 29 million. The number of PAs has
increased from 3 000 to 9 600f the 600 suppliers registered, 80% are SMEs.

The initial centrhconcept of the programniea system of national agreements aimed at maximising
savingsi has nowbeen meshed with effortewards decentralisatio.he marketplace, which aims to
fostertransparency, process savings and involvement of local suppléips to achieve this objective

The overall process unfolds through continuous interventions, suckargeted projectsjoint
development of commodity categoriaad work tables;frequenttwo-way communication;and strong
collaboration withboth watchdog authorities (AGCM, Cnipa) thatonitor compliance with competition
regulationsandlocal eprocurement agencies.

The Lebanon government

Hala Makarem Saab, ICT Project Manager, Officef the Statfor Administrative Reform, Lebanon

A

L ebanon 6 s-Stdizgy aimanta pointéhe countigwards an economy based on information
and knowledge while helping the government to addressisting and forthcomingchallenges and
opportunities. The strategycludesthe following elements:

1 Creation ottechnologicalnfrastructures.

1 Implementation ohational policies and normative basesupporidevelopment of the system



1 Development of ITC as a productive sector in itself ané psomoter of social development
through the reduction of the digital divide.

1 Development of necessary hungills andcapacities.
1 Research and economic development.

1 E-Government.

The current focus of the-governmentprogramme is creation @f platform that allows PAs to use
ITC to supplycitizen and businessformation and services. This platforsapportstransparent, fécient
government servicesiming toproviderelevant information to users who need it, at the right time, in the
right format.

In November2005 the governmentaunched a detailed implementation plancluding priorities
defined with input fronstakehatlers from theprivate sector, civil society, NGOs, universities and P/&s
procurement was identified as a priority at this tiffibe goal was to create a governmdmnisinessand
businesgyjovernment service through an existing online provisioning patadporting bothuses and
supplies of eecommerce.

What is the structure and organisationegsublic procuremenin Lebanor? The currentmodel is
parially centralised,but some aspects remain decentralised. Itasedd on a system of relationships
betwee various bodies of the PA and the contracts committee, a central management and government
control agency thaiverseeshe publiccontractingprocess.

Direct purchases or requests for quotatianithin the public administrationand public contracts
follow a specificprocedurePAs conduct their own needwaluation, defia technical specificationsand
prepae tender documentd.he entire package then sent to the Contracts Committee for inspection and
approval. The Committee is responsible fmnagerant of contract noticesugually published online and
in the Official Gazettp and execution of contract procedurds$ also participaes in the evaluation of
tenders. Oncehe recipient of the contracthas been selectedhe public administration prepardise
contract, monitors and supervises the executindcompletes the proceby acceping the goods/services
andmakingpayments.

The Committee draws up a list of the provisioning needs ofPths, based on a wellefined
catalogue of goods and servic&pntract processes are activated bg publicabn of noticesin the
Official Gazette and onlineThe Committee offers any clarification required and makes recommendations
for awards by au@n, conducted online in Arabithe government is considerimgnducting auctionm
Englishas well as itis thelanguage ofnternational busine¥s

The State Office for Administtiwe Reform(OMSAR) manages donorfinancede-procuremenpilot
programme Similar to other Arab and western countridhe Lebanon gvernment has encountered
difficulties in developng a workflow management process for therghase of goods and services.
However, he process has helped standardise internal procedures and has contributed to the preparation of a
map of provisioning prockires ofcollaboratingdonors (the World Bank, the Economic Development
Fund,the European Unionyvhich will serve as a starting point for creatswgha system in Lebanon

An importantbenefithas beernhe creation of an integrateshline databasewhere suppliergegister
and declare their specialisatiof®ecisional supportsi available througlan information archive detailing
the history of relations witleachsupplier. This system is integrated with tG&SAR Web portal for
purchase notices, centsitig acquired contactor use byall projectsandproviding information on stock
provisions.
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This experience has formed the basis for the development ofexippopposal for @rocurement. A
pilot project documeni underwritten by the Lebanese Govermmdtaly (through the DIT) and the
Gateway Foundationwas presented in November 200%e programmeaimsto:

Consolidateequests to obtain better offdrom suppliers.
Prequalify a significant number of suppliers.

Improve and standardise purchase@e$i and spending controls.
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Improve the monitoring of transactions, create accurate statigtidsmonitor spending on the
national scale.

Negotiate better contracts.

Offer more transparent and bettgganised g@rocurement services.
Standardise-procuement policies.

Improve budget management.

Minimise purchase constraints and increase transparency and accountability.
Gain savings on volume spending.

Reduce order costs.

Speed approval times and reduce procedure times.
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Increase productivity and capacifsofar as they apply to public sector purchasing.

=

Strengthen publiprivate partnerships.

It is important to takénto account the context in whiceprocurement policies unfoland the human
capital necessary for their developmeimcluding defining anddescribing the competences required
Additionally, strong and lasting leadershgimportant to the development of all initiatives

The Ministry for Administrative Reform (OMSAR), one of the main actors in this initiative, reports
directly to the Councibf Ministers. In order to ensure the sustainability @fjosernment processes, it
operates through three organisational divisiaisatey and planning, implementatipand management.
Themanagement division will be responsible for oversight oktheocuremenprogramme

The Lebanon government considendernational cebperation, the sharing of best practices and
innovative experiences among Arab countraes] creation of communities of practieesvery important
factors in the development ofgpvenment.

Topics for further discussion

Why did the Italian government creatn independent agenéywell resourced and operating oulsi the
organisational structuré to manag a public spending rationalisationrpgramme?D o Consi pds ac
strategies infea political line that conforms to the organisation or a government policy?

For quite some time lItaly has had strict rulegarding hiring fothe PA. Consip has made it possible
for the PA toaccess théest skills available on the marketlowing contactual flexibility quite apart from
PA recruitment regulations.

There is always a very subtle balance of power, not only between the relevant MEF administrative
bodies and Consip, but also betweea political organism and Consip; this especiallytrue for the
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section that handles the spending rationalisation @aoh a plan necessitates an unequivocal political
stanceFrom a political leadership standpoitite programme assumes the existence of strong, clear, well
defined leadershipo establish th applicationcontours and parameteri$ this is not the caseonly the
innovation and transparency parts of the programanefunction

Many countries have turned to the independent agencies for the management of public functions or
services (e.g. Frangeraisingmany issueddow hasConsip tackledhe main issues ingrocurement?

E-Procurement is a crossutting initiative. How does Consip interface witie Ministry of Economy and
Finance and othePAs? Arethere problems with conflicting mandates?

How is the programme financed? Does funding come from-aalded service to user administrations? Is
there a service fee?

Political responsibility for the programme rests with the Ministry of Economy and Fir{RHEE),
where adelegate deputy minister tharged with the ongoing supervision of the programme and is in
continuous contact with the Direct@eneral of ConsipOther state administrations involved thaie
bureaucratic level are the State General Accounting Department and a Department Head.

Through government has decre€onsipis funded directly by the MEF, subject to presentation and
discussion of an annual budgdebateover activities to be performed, and organisational and structural
changes to be undertaken. Thy@ar work output contractare agreedor the spending rationalisation
programme and for computerisatiactivities

Consip, being an independarganisationhas a board of dictors. The Ministappointed dectors
represent all positionan the political spectrum. The administor delegate is a ministerial appointee.

Conflicts of mandate among the various political institutions have not been a problem lsdause

responsibility lies with the MEFo determinepriorities in public finance, pursued through the innovative
progranme that calls for the use ofpgocurement procedures and instruments.
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E-Procurement can unfold omarganisational spectrum that ranges from 100% public to 100% private,
with a grey scale in between for the various partnesh@onsip and the Lebaneseodel seem to be
closest to the public modéilthough Consip is a public stock company, the only investor is the. state
What advantages can be derived from this position rather than one much closer to the private sector?

Is there a system of monitoring caevaluation for the payments phase3df is it the responsibility of
Consip or the administration that effects the payments?

Is theredistinctionbetween registered and noegistered suppliers in terms of access to contracts? How
difficult is it toregister?

Is there a starting figure at which it is possible to utilise Consip services? The ltalian PA is big and there
are many projects if everyone could turn to Consip, the system would be too unwieldy to manage.

In the Arab region, the interhand exernal development disparities betwessuntries are much more
pronounced than in those in Italy and Europe. Bahrain, Jordan, Morocco, Egypt and Lebanon are the
more advanced countries; Sudan, Yemen and Djibouti have very different contexts. Some ementries
more ready than others for the launch gfrecurement projects; and wheonsiderpolicies in this sector

it is important not to create further gaps. Has Italy lavedhany projects designed to prevemtincrease

in differences that may already exitthecentral, regional or local levels of administration?

In the Arab region, and more so in Italpanysuppliels are small or mediursizedenterprises that need
supportto take advantage @procurementHow has this been addressedtaly?

L e b a siegprodurement project is defined by the public administrat@MSAR offers technical
know-how andassistanceandmanages the procurement servicethe basis of rules established by donors
regarding the usef funds. OMSARrepresentativeand public ageng/ representative participate in the
evaluation of offers.

Since the establishment @MSAR in 1995 andfrom the outset of the process, collaboration has
beenongoing with bothrepresentatives appointed by the Ministry in charge of the prajattpublc
administrationdecision makersOMSAR alsoensures that suppliers discharge their role correatig that
conditions are fair for both electronic and traditional procurement transactionsdmputerised suppliers
canregister by filling out and subting a form).

Many projectdncludelTC elementsaspart of a broader programme of administrative reforhey
typically generate high expectations in usamho often wish to know the benefits of participation in
advancelt is thereforeimportant toundertakea valid evaluation of needs before the developgnoérthe
operational interface. EadPA is responsible for the realisatiais own projecs, but OMSAR remains
available to providéechnical assistana all projeciphass.

In ltaly, the criteria gedto selectgoods and suppliers for the marketplace are not particularly
restrictive theygenerallyset outbaselinerequirementsg.g.a minimum turnover or number of employges
that ensure that the supplier able to provide the goods or servicesuegspd Contract notices are
published at periodic intervals or whenever similar goods are neeatleding new suppliers the
opportunityto compee.

Questions regarding the establishment ofeaternal agencyhave been askedince Consipi a
completely pblic model, backed by the EECwascreated ir2001.1 t a éxgefience during the last four
years suggests thttis model works, andhould be maintained. Becauseernal private firmsre used,
contracts and choiceme revised periodicallyThe stabity of this model, and the relationships it fosters
between suppliers and PAs, strengthens public procurement processes. Additionally, because Consip is
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connected to the public finance programme, it makes sense that this agency is linked both exeudtively a
through its competences to the MEF.

Italian law establishesrules on payment times and backdated interest payable by defaulting
administrations. Contractsgnedby administrationsia Consip usually require payment within 60 days of
release of the invoe, but responsibility lies with the administrations that execute the cantnadtthe
suppliers themselves, who decide whether to request the application of the law.

The State General Accounting Department is currently considering the possibilityoofutihg a
procurement ad into the electronic marketvith the aim of making online payment possitdepurchases
under the threshold’he major complications with this project relate to the necessity for compatibility and
organic functionality amonthe large number adubsystems involvediue tothe complexity of the system
of national administtégons addressed by the project. Spending control is atemalex and delicate issue.

Consip can clearly have an impact on prices and value for money, bah mptantity, as demand
depends on thiadividual administrations.

Control of supplier performance has received quite a lot of attention in recent years. |ritailip
prepared contract framewotkand each PA haexecutive responsibilitfor its own @ntracts However,
administrations were unable to accurately and uniformly monitor supplier performances, so a dedicated
monitoring structure was developedter a Europewide tender notice, the job was awarded to an external
certification body that prodies Consip with necessary verifications and consultation. This model was
integrated with austomer carsystem which allow forpenaltiesin the case oihadequate performance.
The associated normative issues must alsadoeessedn accordance with thigalian legal system, which
governs enterprise in the management of public auctidvss y st em does not contemp
mechanismsso an firm that does not fulfil a contract cannot be excluded from the following call for
tenders, nor can prefential treatment be accorded to a firm that has performed well.

There are no thresholds governing ession to the electronic markitonly minimum rules for
participating PAs.Current legislation does not oblige administrations to use the electronietmar
sponsored by the MEH hey can opt outas long as theyespect the price/quality parameters established
by the current agreements, they can look autonomously to other supplershasaequiredgoods and
services, provided that value for moneyeigual to the electronic markekirms, as well,can choose
whether to participate in the electronic market. Consip plays only a promotional role in its relations with
suppliers

In Italy, some administrations are more advanced than others in their usamiterised instruments.
Consip has created its own market structure, intended to help develop relatiofPAwith offers basic
support to helgnablethe PAsto participate ire-procurement, depending on what resources are available.
There are now planto work with Italian universitiesto developeducation activities for this typef
instrument.

Where possible, SMEs have been offered direct assistance in the use of the instrihents.
AENnt erprise One S004/a005%n0agh a oollabatian nneotvingithe main category
associations (Confapi, Confindustria, Confartigianato, Confcommergitcation activitiedave been
conducted with the associations, and the Simagpgprovidebusinessg with support and assistanteuse
thevarious insruments available on the electronic marKétis allowsConsipto delegate activities that it
otherwise would be unable tmdertake The investment required on the parsappliersis small; all that
is needed is a small server with two workstatiomsected to the Consip site. This clearly showsvtiae
addedo businesss
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4. A CONTEXT FOR E-PROCUREMENT T THE PROCESSES OF REENGINEERING,
SIMPLIFICATION AND T RANSPARENCY

Rationalisation and transparency in eprocurement processes: Thé\merican experience
Julie Basile,Office of Federal Procurement PolicyUnited States

In the United Statesational eprocurement policies have been grafted dnidget lawsFunds
are raised through taxati; decisions arghen made as to how these funds should be spent by the
public authorities, who must follow clear objectives and focupranritised areasAlthoughlevels of
development andawareness of the possibilities @afpplying electronic technoldgs to public
procurementary, public sectomodernisationmust carry forward

What are the objectives of US public policy fggrecurement?

The field of public procurement deploys a considerable workfabeut 47 000 purchasers)
who are provided witha list of firms offering a wide range of services and prodicts e sy st e md
main aim has been to maximise competition and to increase standards of accountability. Efforts to
promote ecommerce have included offering incentivestmecategoriesof busiressesparticularly
firms owned bywomen andhoseoffering opportunities to the disablethe issues of transparency
and accountability are importardlong with informationsecurity,and thetreatmentand quality of
sensitive data.®gress has been maitesimplifying e-procurement processes.

The procurement processludesthe following phases:

Analysis of needs

Search for sources funding and purchase approval.
Drafting of contract.

Issue of orders.

Completion of contract.

Acceptance and payment.
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Many of these phasesere duplicated byindividual purchasig agencies in the United States.
This led to creation of aompletely decentralised ageniy carry out procurement processesile
the sharing of servicagmains centralisedhe United States ilision of Technological Services is
part of the General Service Administration, similar to Consip, but not privatised. It manages thousands
of contracts ensuringthat the work processes of the decentralised agencies follow unifitesnand
processesl he agency alsssues rulesfor procuremenprocedures.

Before the rationalisation process, each agerseyglits own processe®r research, provisioning
and evaluation; each agency produced different types of orders. Current efforts are aimed at
simplification through uniform procedures. Simplification has also been aglddnycthecreation of a
single onlineregister of all suppliers wishing to enter into cans with the federal government. This
amounts to about 400 000 suppliers.
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Problems have emerdein relations with other government agencies; and regarding the
organi sationés ability to charge commissions fo
company).

An additionaWeb portal has been created to centralise procurement progeitfioemation and
examples of best contracts. This has been very helpful in providing suppliers with needed information
about procurement processes and regulations.

Anot her step forward was the governmende®ds pl e
now share evaluation results and distribute them for use in assessing offers. Suppliers can view their
position but not that of their competitorfhe eprocurement system also allows supplying, a
change that was made in response to requestgbliess.

There is a data systédatabasdor e-procurementcontaining all important elements necessary
(the value, terms, conditions, validity, etégr awarding contractsUser requests are channelled
throughthe databaseyhich has helped facilitate ¢éhdrafting of good contracts amesulted inwork
and financiakavings.

Quality of information is a central issue the eprocurement processpformation must be
accurate, up to date and coherent if it is to be useful to operatwg. in turn, should maintain
efficiency in the contracts information systeRurchase managemeagencies in the United States
often combine a number of catalogues into one in order to facilitate the provision of information to
users, including the elimination of badly sttwred orlow quality information, which would be of
little use to purchasers.

The simplification process so fdras moved forwardvith the involvement of stakeholders.
Twenty major purchasinggencies act in eordination allowing the government to gathaccurate
information on trends in spending and resources avail#lbeever, it has not been possible to
confirm whether the new system hasntributed towards the simplification of the overall e
procuremenprocess

Transparencyin e-procurement: The Italian perspective
Paola Magrini, Department of Innovation and Technologitaly

This study assesses whether electronic tools effectively contribute to a feasible, affordable,
reliable, transparent and accountable technological solution to reducing carraptioincreasing
transparency in the purchasing process of the public sector in lital/.based on social science
literature on eprocurement, but also on qualitative and quantitative data and on two caseisthdies
Province of Mantua and the Univiysof Bolognai supported byad hocinterviews with the project
managers.

The executive summary starts with a brief presentation on the introduction of electronic tools in
the purchasing sector of the public administration (PA) and then proceeds taeahalyeasibility,
affordability, reliability and transparency of the Italiapm®curement system.

E-Procurement in Italy: Background

The eprocurement rollout started with the Rationalisation Programme on Public Spending for
Goods and Serviced part ofthe wider Italian public sector reform of the 19@0aimed primarily at
the optimisation of public spending and the modernisation of the PA through electronic purchases, but
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also at the reduction of corruption. In this context, transparency was an im@Espect, albeit a side
effect, of the reform; through-grocurement the Italian government aimed primarilyaetieving
significant savings in expenditures for procurement of goods and services and at opening the
government supply market to make it marempetitive. Theresulting systemhas succeeded in
generating substantial savings, but transparencypnsideredis a spilbver naturally emerging from

the automation of the purchasing procedure hasinot beenan explicit policy commitment. This
partialy explains why most public administrations did not adopt specific governance tools to support
the online procuremeng,g.rotation of public officials participating in the Adjudicating Commission,
conflict of interest rules, guidelines for communicatimtween buyers and suppliers, etc.

ThetheaMi ni stry of the Treasury decided to imple
principles: promotion of the new economy and afoenmerce in general; autonomy of the public
administration in managing itswm purchases; simplification and innovation of purchasing
procedures. Development of the procurement process was oeddara private entityConsip, a
joint-stock company totally and directly owned by the Ministry of Economy and Finance.

Co n s i gedsis tlwrdefold:

1. It regulatesNational Frame Contracts with suppliers and allows PAs to purchase directly
online via an eshop.

2. It runs online auctions on behalf of public agencies, or supports them in the bidding process.
3. It sets up the public admmit r a t-rmaoketfdlase. e

National Frame Contracts (NFCs) areatedoy Consip directly with suppliers arclude both
the technical and the economic features of the negotiated goods and services. The public
admini strati onsd p o sgeddver time.tino2008, rcehtsal pNdficcdministaasonsc h a
were obliged to purchase through Consip, whereas local entities were not obliged to buy through
NFCs, but were simply required to take into account the price and quality dispiayedagreements.
This provision facilitated market stanp, enabled expenditure aggregation and brought about a price
redudion; it also servedas a Kkiller application for the diffusion of ICT competencies among civil
servantsHowever small and mediursized enterprisesSMES) felt cut out from the market, which
was left open only to a few biyms, while public agencies were unprepared to switch to the new
procedures and reported pogupply quality, late deliveries, excessive ties imposed by NFCs and
limited assistancby Consip in the assessment of their needs and in falfpaperations.

To respond to the pressures from both SMEs and public agencies, in 2003 and 2004 the
Amandatory mar ket 06 was | dldweddodnegatiate theyr ovnlcontracts g e n ¢
provided the conditions were more favourable than the b@itiors.

Thus the Italian experience reveals the need to strike a balance between the promotion and rollout
of eprocurement through a compulsory market, and the possible subsequent restfction
competition.

Another milestone mthe path towardsjgrocurement is marked by Presidential Decree N. 101 of
2002, which introduced both online auctions and the electronic marketplace in Italy.

The auctionincludes four phasesi the decision of what to lyu(internal to the PA), the
gualification of the bidders, the online auction itself, and the adjudication. The auction is run in a
single or multiple rounds through an electronic platform where suppliers and buyers meet to negotiate
goods and services, aither the lowest possible price (reverse auction) or at the most economically
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advantageous solution (weighing price, technical characteristics and serviceGewatoditiessold
through auctionare those that are not frequently purchased and that cawvahgated mainly on
objective terms. The entire process can be followed online by interest groups.

Auction prices areoptimal if the starting price is established in a fair manner and collusions
among bidders are avoideluctioneesf i r st a n eedsyasdeherPvArgigs if there are enough
competitors on the market for the specific negotiated commoditiethese efforts Consip ce
operates with national antitrust authorities.

At the end of the process, teelectedsupplier is notifed through amautomatic email message.
Finally, offers are digitally signed. The selection of supplieisimplified due to the reduced time and
costs of the bidding process. Moreover, the cost for suppliers to participate in the auction is abated
through digitalisabn of the procedure, which ensures and clarity and equity.

Presidential Decree N. 101 of 2002 also allows administrations to purchase from the e
marketplace: a new business channel faemmises, a complemetd NFCs, and a virtual area where
t he d®PAma@nds meet wi Gdodsdhastyspiteditoetirersadketpatefare these bought
regularly in small quantities and available only for orders below the EU threshold. Once qualified,
vendors and the regi st er e dtonegoité. Adniniatrgtoneaniomer ¢ an
commodities directly via the-eatalogue or ask for price quotatorThe system automatically
evaluates the offers usinyeestablishecc r i t eri a chosen by the admini
marketplace:

1 Allows immediate comparisoof different offers and qualities of suppliers.

1 Favours interactions with numerous selected suppliers.

1 Increases competition by allowing local dealers to participate.

1 Supports and facilitates the evaluation process (to note theediffe with online auctions,
where offers are simply classified and not evaluated).

1 Reduces the phases in which human intervention is necessary. The search for suppliers and
their qualificationsg delicate areas for bribeiyis left to a centralised procence.

Reduces tim&onsuming and, at times confusing, paper procedures.

Offers the opportunity to follow transactions and keep record of purchases and bargaining
phases.

T Al l ows internal monitoring of PAs®é expendit

Finally, Article 5 of Presidential eee N. 101 of 2002 allows local entities to converge and
create local enarketplaceghat promoteinnovation and process -engineeringat the local level,
aggregatedemand to reduce costs and increasé ¢éni e s 6 bar gai rbéettarggality o we r |,
products and rationalisexpenditure. Ad hoce-procurement systems were created in some of the most
advanced municipalities and regionsased onConsi po6 s experience; this
expertise and knowledge of the subject has been capitalised.

Feasihlity and afordability
Savings and efficiency arkey factors in determining the feasibility and affordability tbé

Italian. Estimated savings reached EUR9® million in 2003, primarily from mobile and fixed
telephoneservicecontracts; among techngjical goods major savings were obtained in the purehas
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of laptops E-Procuremensavingsfigures arecontroversialas it is not subject tmutine monitoring at
the agency level.

Moreover, the incidence of unexpected cdstsg.formalities, legal obfjations and general nen
bid-related information requestdyy firms and aimed at guaranteeing fairness during online auctions
and equal access to procurement opportunitiesannot be underestimatetf these obligations
become too stringent, thdyecomea serious barrier to-procurement uptake and may reduce the
potential benefits of the use of ICT in the purchasing process. In Italy procedural requirements related
to the publication of a call, for example, are quite expensive and can discourage soidler p
administrations.

Another important element for evaluating whether the Itali@noeurement solution is feasible
and affordable is to assess the status quo of the instruments needed -waseeament tools:e.
broadband connection, digital sagnres and ICT skills in general. During online auctions, large
amounts of data are transferred; therefordiahup connection came a serious obstacle. In addition,
old PCs or local servers might be unable to store voluminous records. Technicakfaksorenpact
system security and reliabilitidiscussed latgr Italyd gublic administratios are in the process of
updating their digital infrastructure and training public employees to use n@vjng towards
readiness$o use eprocurement platforms.

Reliability

There are two major issues concernirajability of the procurement system: guaranteeing
security during auctions and onlitransactions in general;asde | ect i ng f#Ar el i abl eo
high-quality products. Botleoncernshould be dequately considered in order to reduce corruption.

For securityJtaly has created a new valualplesitioni the System Manager (SM), whose task is
to guarantee the correct technical functioning of the negotiating andigo oversee system security
while preventingprivacy violations. In the event of a problenmetSM can even face criminal
responsibility for not having adopted the necessary measures to guarantee data security and civil
liability for damages caused in the management of personal dataS™és r ol e is now
particularly in view of the fact that while technologies allow increased transparency, they also
facilitate the transmission of sensitive information. The person in chargemicerement for the

University of Bologna declarethitat fat present a totally secure e
be fully ensured; intrusion by hackers or possi
Tina Soreide of the Michel sen | nseriingfiomeéhe asé s o b e

of the Internet is the new opportunity for a quick and paperless exchange of critical business
information. This will, however, also imply a simplification of the opportunities for corruption.
Electronic documents can easily be copieldanged and forwaedl to companies offering brikies
(Soreide 2002)

Reliability of sasndiqughty of Fansadied goeds has aldo bemconsidered by
Consip. A recent studypoints towards the adoption of theBay moded as the choice dfIFCs and
of emarketplace contractors. The reputation mechanism should be unilateral, usegative
ratings, and measure the reputation asdberage of recent transactioatings in order to allow

18 Dini Federico and Spagnolo Giancardeccanismi reputazionali e mercati elettronici: problematiche

economiche e possibili soluzioni per il public procureméantQuaderni CONSIP, Nember 2004
and in English Dini Federico and Spagnolo GiancaReputation Mechanisms andMarkets:
Economic Issues and Proposals for Public Procurem@oatyerpoint presentation available at

WWw.consip.it
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comparisons of recent dealings. Susan Rasdesrmani® suggests that performance rating may help

to reduce malfeasance and encourage good performance; underperformance on a contract or low
quality products areften byproducts of corruption; Ae Italian attempt to keep this phenomenon
under control isherefae remarkable.

The National Framework Agreements do include measures to limit the risk in casaduoir
underperformance. The latter is particularly relevant in the fight against corruptigmodiycts can
often result in substandard goods and servioefinished projects and other waSteThe NFCs
provide for penalties in case of late delivery and for resolution of the contract in caseexiecation
on the side of the supplier. Consip not only requires records from suppliers to oversee the pmforman
of each contract and of enterprises in general, but also offers consultancy services to PAs for the
interpretation of the contract and the management of possible litigation with suppliers. Moreover,
Consip adheres to the M@apdsded servicessfor inermanagementgai a | i
PAd6s contr act s 0?idaoaperationuth othgr indithtior2 And Consip itself.

Transparency

Consi po6s experience and the anal ysi s of con
concerning trangarency in the Italian-procurement system.

To begin with, the introduction of-grocurement tools has led to increased competition.
According to interviewees, the number of suppliers has risen in Bologna from five or six suppliers for
traditional tenderso 17 bidders for online auctions; in Mantua suppliers nearly quadrupled, from three
to 10 to 12 bidders. Competition has also expanded geographically, overcoming regional borders.
Mantua, a province situated in the north of Italy, reported that entesgdriam the south participated
in T and woni a recent auction. Moreover the use of electronic means, such asnidrketplace,
favours interactions with numerous selected suppliers at the same time. Finally, the government
market has been opened to lodak al er s, a category which was tr
auctions.

Although an increase both in the number of bidders and in the level of overall competition cannot
per sepoint to reduced corruption, it certainly signals the existence of a widsr af opportunities
for potential suppliers.

Furthermore, the possibility of accessing information about auctiahise provides reatime
notification of new business opportunities, reducingthe sol | ed fApower of i nvit
public officid decides which enterprises to invite to the tender and/or tries to keep the call secret for as
long as possible(For example Della Porta and Vannucci report a case in Parma where a corrupt
public official published the call during the summer period,hwat very tight deadline for the
submission of applicatioffs) In brief, online publication reduces the exclusive power of the
administration to detain information,-balancing the information asymmetry which is typical of the
procurement FfAgameo.

19 RoseAckermann, SusanCorruption and Government. Causes, Consequences and Reform

Cambridge University Press, Cambridge, 1999.

2. See Weber Abramo Claudimstitutional risks in Public ProcuremeintA Study of the Regulations of

Latin American Countriednterim Report for Transparéncia Brasil, November 2004.

2L National Centre for the Informatics in the Public Administrations.

2 Della Porta, D and Vannucci, ACorrupt Exchanges: Empirical Themes in the Politics and Political

Economy of Corruption, as quatdy Soreide (2002)
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Italian procurement opportunities are now published in newspapers and on the auctioning
admi ni sWebaite at teast&® days prior to the bid, while the tender alert is repeated 30 days
before the tender. The criteria for participating in the call are sétvasand as wideganging as
possible to avoid creating unnecessary entry barriers; the same is tradni@sionto the e
marketplace. Standardisation pfoductsand clear technical specificationfor products onthe
marketplace oin online auctions alsgenerate ardtorruption benefitin Italy.

Suppliers have to meet only a single online qualification to be invited to the relevant tenders
occurring in the following 24 months; this simplifies the -gualification procedure and brings a
substantial costeduction. The Province of Mantua considers simplificatigigaificantbenefit d the
introduction of eprocurement. Clear and simple procedures, in corttrastcertain and unpredictable
rules, drastically reduce opportunities for corruption. Moreowesinaging the entirerocurement
procedure online reduces timensuming and confusing paper procedures and favours process
standardisation. In particular, duriag auction or on the-enarket, offer evaluation is to some extent
free from human intervermtn, reducing the opportunity to extract bribes.

Auctions can be foll owed online, allowing tra
open to interest groups, while the bids of the Province of Mantua and the University of Bologna can be
followed online exclusively by qualified bidders.

The use of ICT, however, does not guarantee a clean process; governance tools are even more
necessary. Preparation of auctidmthe result of a network of technological/economic capabilities, of
policies for dsciplining conflicts of interest and avoiding restrictioh competition. None of the
interviewed administrations (apart from Consip
interest. The interviewees from both Mantua and Bologna seemed stliffragesuch situations may
arise and referred to the general loyalty obligation of all civil servants. Adequate training could
remedy the lack of awareness bprecurement responsible officers while, at the same time, warning
them about collusion duringds. Professionalism remains one of the best antidotes to corruption.

Specialised training is also necessary for enterprises, particularly for local dealers who often lack
the necessary technological skills and legal knowledge to participate in onlitienaucThe
experience of the University of Bologna poimtghis direction.

Finally, eprocurement tools enable recdeeeping of purchases and bargaining phases. The
Province of Mantua believes that archival transparency is one of the major benefitthéiom
e-procurement experience. Consip shares the same view. (See interview in the Annex.)

To conclude, the Italian experience is particularly valuable. Italy was the first European country
to set up an-procurement regulatory framework allowingline purchases above the EU threshold
The Italian casédiasturned out to be exemplaiy the Italian model has been adopted by the EU
PHARE programme for-procurement projects imoth Turkey and in Cyprié

Introduction

Definitions of eprocurement vary acresspecialised literature in the field. To quote a few
definitions: Il s electronic procurement fAany tec

2 The PHARE programme is one of the instruments financed by the European Union to assist the

candidate countries of Central and Eastern Europe in joining the EU.
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over thé&otnfieheeebectronic managéme@r oifmglly Ha
of the procurement functions suppor t*TheWoyld var i c
Bank suggests a thrémyered definition of g@rocuremerff. While the secondand thirdlevel

definition make a subtle distinction betweetterdering and purchasing, the firdevel definition
states t hat fel ectronic Gover nment Procur ement
technology (especially the Internet) by governments in conducting their procurement relationships
with suppliers for the acagition of goods, works and consultancy services required by the public
sector. o

The lItalian definition overlaps in part with the World Bank classification, as the doctrine tends to
regard eprocurement as the set of technologies, procedures and orgavdbatteps that allow
purchasing of goods and services online, through opportunities offered by the development of the
Internet and of ®@ommerc&. Compared with the World Bank designation, the ltalian omits the
Afacquisition of workso.

The definition appaa complete, albeit somehow biased towards the technological aspect of

e-procurement.The organiat i on al and i d e mthe pracessicit. increaped c t s [
transparency and supplementary chdiae also importantn particular, gogrocurement inthaly was
conceived as part of theverall public sectomeformand as an instrument of t

government strategy. Like allgovernment tools, angrocurement system is fully beneficial only if
precded by, and supported by, baiffice transformations. E-Procurement in Italy has brought
about widespread changes both in the regulatory and sotlieorganisational framework, including
new legislation, new competencies, creatiomafhocprofessional figures to manage the purchasing
process, disintermediation, etc.

From the economic point of view, the purchasing sector of the public administration is an area of
intense public interest, where there is much séopeavings Douglas C. North determined that for a
modern economy, 45% of GDcan be accounted for by the cospoblic transactior®. Additionally,
in consideration of the nelid related information required by firfisthe use of electronic media can

24 Davila, Tony, Mahendra Gupta and Richard Palikying ProcuremenBystems to the Internet. The

Adoption and the use ofBrocurement Technology Modéh European Management Journ&1(1),
2003.

World Bank,Electronic Government Procurement@®): World Bank Draft StrategyRrocurement
and Policy & Services Grouphe World Bank, Washington DC, October 2003.

See Sarzana Fulvio di S. Ippolito,&pFocurement pubblicoin (same authorE-Government, profili
teroici ed applicazioni pratiche del governo digitalea tribuna, Piacenza, 2003; see also Gatti
Mauro, E-procurementll D.P.R. 101/2002 e gli acquisti in rete della PAdizioni Simone, 2002.

25,

26.

2 EUREXEMP,Does eGovernment pay offRovember 2004 aper realised under the authority of the

Dutch Ministry of the Interior and Kingdom Relations to investigaitether it was worth investing in
eGovernment initiatives, and to identify the back office changes required for that. The study is made

by collecting information on a nuinbuerre xoefmpfsEur oTp
analysis framework, selgon criteria, etc. were discussed with th@&ernment Working Group of

the European Public Administration Network (EUPAN).

2 Wallis, John J and Douglas C. North (198B)easuring the Transaction Sector in the American

Economy,in S.L. Engerman and R.Esallman, éd9 Long Term Factors in American Economic
Growth, Chicago, University of Chicago Press.

29 See COWI,Monitoring Public Procurement in the European Union using Firm Panel Daba,1,

Final Report, July 2003. It is a study based on questimmaddressed to sample firms from 8
countries in Europe drawn from nine economic areas corresponding to sectors that account for 66% of
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makea difference in reducindpigh procedural costs and ultimately gainingettér valuefor-money
ratio®.

Efficiency is not the only question. The use of I@I'the procurement process may lead to
reduced cost$ and timei for managing informationi.e. increased transparency), to integration,
comparability and rapid update cdtd coming from different sourcase( enhanced monitoring), and,
finally to disintermediation and reduction of discretion (limiting the opportunities for bribefe
transparent tender brought about bgrecurement tools is also conducive to incrdasempetition
amongbidders, thanks in part to creBsrder procurement when the value atontract makes it
worthwhile for foreign firms to participate to the tender.

However, at the national level the costs of introduciqgrozurement systems must nog
underestimategda nd a't the international l evel the risk
national norinteroperable solutions should be taken into account. Moreover effective savings
stemming from erocurement are difficult to assess andnteasur&. The EU maintains that
generalisede-procurement could save governments up to 5% on expenditures aB@¥b®n
transaction costd

Policy makers should also consider possible market failures. According to Celentani and Ganuza
a larger number opotential suppliers in the procurement market and increased competition in the
market for procurement agents nragult inincreased corruption. Increases in competition are always
desirableand t o some extent b e ne f ithaticaruption bnd tombetition i s
wi || grow t oget h* Soreidenadnite that fans rexposedricirecieased competitive
pressure are also more likely to resort to unethical business prictices

These statements reinforce the need to suppgstoeurementand egovernment in general
through governance tools. In order to avoid collusion in bids, for example, interaction between the

all published tenders in the EU (chemicals, machinery, office equipment, medical products, motor
vehicles, motor repaiconstruction, business service and sewage).

%0 Asian Development Bank, Interamerican Development Bank, the World Bdrategic Electronic

Government Procurementlarch 2004, pages-®8 See also European Commissidnreport on the
functioning of Pubt Procurement markets in the EU: Benefits from the Application of EU directives
and Challenges for the futurEebruary 2004, page 22.

3L See Bhatnagar, Subhadf,government and access to information Transparency International,

Global Corruption Rport, 2003; Heeks RicharckeGovernment for Development. Role of ICTs in
Transparency ProjectdJniversity of Manchester, UK, 2004; for the benefits gdrecurement like
increased transparenaynd probity see OECLBynthesis of Lessons Learned of Donorcilcas in
Fighting Corruption,June 2003.

2 See Tonkin Christine-procurement in the Public Sector: Story, Myth, Legéfdrking Paper, the

Policy Institute, Trinity College Dublin, November 2003, pagés 6

8 Commission of the European Communiti€@mmunication from the Commission to the Council, the

European Parliament, the European Economic and Social Committee and the Committee of the
regions. Action Plan for the implementation of the legal framework for electronic public procurement,
Brussels, [@cember 2004 , p. 3.

34 Celentani Marco, Ganuza JudaséCorruption and competition in procurementniversidad Carlos

[l de Madrid Universitat Pompeu Fabra January, 2001.

= Soreide, TinaCorruption in international business transactions: The pectipe of Norwegian firms

CMI Report R 2004:10, available gsww.cmi.ng Chr. Michelsen Institute, 2004.


http://www.cmi.no/

public procurement body and the national antitrust authority could be increased. Controlled or
affiliated supplies could be banned from taking part in the auctimrcontracts could be split into lots
accessible to SMES To supervise the behaviour of the purchasing entity, policy makers may use a
mixed system of codes of conduct and monitoring authorities.

Aim of the study

The Italian eprocurement systerhas beerexamined in order to assess whether it provides a
transparent, accountable, reliable, feasible, and affordable technological solution to reduce corruption
and increase transparency and accountability hie purchasing process of the public sector.
Transparency is here defined as faccessible inf
procurement opportunitieso (OECD, 2004)

Methodology

The study is based on social science literature dealitty e-procurement, which in ltaly is
focused on the juridical aspect of the subjantalso on official papers reporting both qualitative and
guantitative data supplied byhe Ministry of Economy and Financehe National Centre for
Informatics in the Bblic Administration, the Observatory on the Information Society and Consip (the
company createdto introduce eprocurement tools in the public sector). Complementing this
theoretical framework are Consi pthesPovinceroftMauae e x p
and the University of Bologn&a supported byad hocinterviews with the corresponding project
managers.

Structure

E-Procurements first placedwithin the Italian public sector reform. At the same time, in order to
assess the effective f@hility of the Italian solution and its affordability for the central and local
public administration, theeportillustrates the presence of the-alled enabling factors needed for
the introduction of grocurementi the diffusion of ICT in ltaly andhe development of the-e
administration (digital signatures, etc.).

The analysis then delves into the existing ltalian reality by examining the funabion
e-procurement tools such asskops, online auctions aneh@rketplaces. The study is not limitexd
the technological and procedural aspect, but also verifies whether specific corruption prevention
mechanisms are in place, such as policies for conflicts of interest, the possibility of redress for
unsuccessful bidders, and the existence of princiflequity at the regulatory level. Finally, two case
studies are offered.

E-Procurement: A central element of the government strategy for administrative simplification and
efficiency

Public sector reform and@ocurement in Italy: Blazing a new path

3. See Piga, Gustavo and Zanza Matt&n, Exploratory Analysis of Public Procurement Practices in

Europe in Quadeni CONSIR September 2004.

OECD, The role of Transparency in Preventing Corruption in Public Procurement, paper distributed at
the OECD Global Forum on Governadeghting Corruption and Promoting Integrity in Public
ProcurementParis, 2930 NovembeR004, p.2.

37.
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i Ov éhe past ten years, progress on improving the environment for business and on
modernising the public administration in Italy has been rapid, broad and impressive. Although Italy
started reforming later than many countries, modern ltaly is far advanogohed to the Italy of
1990. The public sector itself needed reform. Unclear and complex laws that were difficult to
implement had resulted in unnecessary burdens on citizens and businesses, as well as low compliance,
sowing fertile ground for corruptionThe public administration suffered from inefficient use of
resources, low productivity, fragmentation and duplication, and inadequate training of civil
serv@nts. o

The public sector reforms of the 1990s were viewed as necessary not only to respond to a
different budget reality, but also to-establishc i t i #ustrinsgbvernmenl Accordingly, the
reforms brought in:

9 Vertical subsidiarity by transferring responsibilities to the institutions and organisations
closest to the citizens (Regions, Provinces slunicipalities).

1 A reshaping of the central government to improveoatination, to avoid duplication artd
reduce the number ofimstries.

1 A range of simplification tooldnter aliathe Observatory on Simplifications, the regulatory
impact analysispnestop shops for business, the combined services conference.

1 Civil service restructuring, making it more similar to the private seetorlink between
wages and productivity, new forms of flexible contracts.

1 The egovernment action plan to speed t@dministrative simplification process, increase
transparency and deliver better and faster online services. This came with appropriate legal
tools to regulate digital signatures, the use of electronic documents and ID cards.

Within this framework, the puh@asing sector of the Public Administration attracted special
attention as the constant increase in public speffdijayeopportunity forsubstantial savings, and as
significant differences in adopted procedures created high expestdtoninnovation. Afew
administrations experimented with the use of electronic tools in pjod@irement projects, while the
majority were still validating offers with sealing wax.

In 2000 the theministry of the Treasury laid down in the Budget Act for that Yetne
ARtionalisation Programme on Public Spending fo
Optimising public spending through the use of electronic means.
Guaranteeing efficiency and simplifying the purchasing process.

Promoting eprocurement tools.

3. Jacobs, ScotGtatement for FORUM PA on regulatory reform in Itdipme, 7 May 2001.

39 On the need for governments to regain legitimacy and trust see O&®@I@rnment of the Future,

Paris 2000 pages 22 seq.

40 The analysis of theéat | STAT data relating to fiConsolidat
Admini strati ono s h o303, thdreantas a constanhireregsesim puldicdspedding 0
for the purchasing of goods and services in Public Administrationcgléed intermdiate
consumption), an increase of +8.8% in 2003 compared to 2002, that is EUR 5.611 million.

4L Law of 23 December 1999, n. 488.
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1  Supportingnnovation of the public administration.
And side effects of:

1 Increasing transparency and timely tracking of PA expenditures.

1 Enhancing market dynamics.§.favour competitiveness of the country).
Public expenditure for goods and services amounted taxpmately EUR 97 billion (15% of
overall public spending in Italy and 7.9% of GDP). It was calculated that about 40% of experiditures

EUR 40 billionT were eligible for the Rationalisation Programme. The atttivity covered about
EUR 16 billion in D03.

Figure 1. Public Spending for goods and services eligible for the Rationalisation Programme

Public spending for goods Public spending for goods
and services, 2003 (%) and services eligible for the
Program , 2003 (%)
University and University and
other P.A. Central other P.A. Central
5% Governmeant 6% Governmeant
17 % 16%
Local Local .
Government Health bodies Government Health bodies
26% 52% 36% 42%
About € 101 billion About € 42 billion

Source: Consip.

The Ministry of Economy and Finane entrusteddevelopment and management of the
Programme to Conslp) a jointstock company totally and directly owned by the Ministry itself, which

al so monitors the enterpr i se §Gonsypavasigen theytask oWi t hi r

delivering, promoting and monitoring the use of innovativpracurement tools in the public

administration. The Ministry centralised the management bife pub |l i ¢ deahandfor st r at

goods and servicebut not the administration dhe purchases themsel{es

The purchasing system offered to the public administrations \aad to a certain extent stidan
be conmleredi a fimi x ed u nk fpreseas dhat the Mieidtry, through Consip, stipulates
National Frame Contracts datty with suppliers. In the year 2000, central government administrations

42 The Ministry of Economy and Financét{p://www.mef.gov.it/welcome.asphereinafter MEF) has

taken over the responsibility of the Ministry of the Treasury, Ministry of Budget and Economic
Program and of the Ministry of Finances (Article 23 of the legislative Decree 30/07/1999 n.300).

43 Public Information Services AgencfConcessionaria Servizi Informatici Pubbligijww.consip.it.

44,

This is the opinion of Bertini, Leonardo and Sciandra Luisatiforma del procurement della P.A. I
nuovo modello di gestione e le estensioni a#mita, paper based on a research made for the
Technical Commission on Public SpendiAdinistry of Economy and Finanee October 2001,
chapter 1.4.
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were obliged to purchase within the limits established by such contracts (tied system), whereas local
bodies were free to either adhere to the contracts or to run their own teralédeg the price and
quality of the frame contracts were taken into account (untied system).

Legal evolution has progressively freed public administrations from their obligations to purchase
through Consip, substantially looseninghe procedures in usé\ cornerstone in this process is
Presidential Decree N. 101 of 2002, which entrusts the Ministry with the development of the public
admi ni s t-maeketplacenfér she fast time in Italynajor phases ahe procurement process
the presentation afffers, their evaluation and the adjudication of carisa could take place online.

Savings and ICT endowment as enabling factors fgoroeurement: Conditionsmaking
e-procurement affordable

The Italian governmeninitially viewed e-procurementas a way to realise public interests by
achieving efficiency, savings and transparency.

Considering financialavingsis fundamental to understaing whether the Italian-erocurement
system is feasible, advisable for the country and affordable. In 2003 pwdiageods and services
through National Fame Contracts amounted to EURBS9 million, 1092 for the central public
administration Approximately 183 00@upply orders reached Consi@nly 12% of administrations
used electronic means to send their ordersuppliers; the remaining agencies still followed the fax
procedur e. However, in 2004, 62% of admi ni str
system, compared to 58% in the year 2000, with 42% registering offline.

Estimated savings reached EBR96 million, primarily from mobile and fixed telephoservice
contracts; among technological goods, major savng® obtained in the purchasglaptops.(This
figure is not the result of routine monitoring at the agency Jdwall rather a calculath based on
percentage reductidn unit costs for goods and services managed through the Progjamme.

Table 1. Main items managed through the Rationalisation Programme in 2003 (million EUR)

Volume Central Health Lo_c_al Universities | Other PAs Total
PA sector entities
Value of purchases 1.092 210 527 118 11 1.959

through NFCs in 2003

Annual estimated

expenditure for goods 3.876 4.949 4.328 543 1.341 15.036
and services

Estimated savings 1.267 587 899 135 309 3.196

Source: Ministry of Economy and Finance, Office for the Rationalisation of PA's Online Purchases.

Savirgs include both direct savindsom purchases made by public emtitithrough the frame
contractsand indirect savings, stemming fromthecsa | | ed fAbenchmar ki ng effe
when administrations rumeir own procurement procedurteking into account the unit prisshown
in Consipbs NFCs.

An important eément for evaluating whether the Italiasp®curement solution is affordabiier
other countriess to assess the status quo of theas needed for the diffusion ofpgocurement.
These arethesmal | ed fAenabling f act-proageament: digital signaguresl e v e |
(identifying both the bidder and the administratiorjna i | for PAsO® internal m
public employeesand general ICT penetration in the country (broadband, PCs, etc.).
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The &blebelowshows the development some ofthe 10 objectivesdopted by the Committee
of Ministers for the Information Soci€fyin February 2002pne is specifically addressed te e
procurement while others relate to the development of -dudneénistration in general. The National
Centre br Informatics in the Public Administratiti an entity created to speed the modernisation of
the central and local public administratibormonitors the advancement of the public sector towards
the aforementioned objectives.

Table 2. Italian e-government programme: Status of objectives

Objectives 2001 2003 (target for 2003) Comments
Digital signature tools (valSS?o?OZ%OZ) (1 (1)3(1) 888) On track
expenditare (milion EUR) 203 (3 000) E<hind
E—g?l?gguse for internal 10% (%32) On track
E-Payments 300 000 ég ggg 888) On track
Fertified 101 2kite \Zintc?DL) 0.1% (%;'S://;) Behind

Source: CNIPA data, commented and revised by the author.

Digital signatures are widely used because Italy was one of the first EU countries to confer
binding legal effect to electronic documents and to put digital signatures on par with teddition
signaturesBusinesses nowse such signatures for legal obligations with the Public Register for the
Enterprises, with an estimated savings of about EUR 260 million per year. The police forces
(Carabinieri), the Ministry of Justice, and the Nationalu@ml of Forensic Research have also
adopted digital signatur&s

The number of employees with anmail account’ an indicator used as a proxy to measuee th
percentage of internal maiént electronically shows a steady inaiee, totalling 34.9% sin@002.

The certified training of employees, although behind government schedule, is not particularly
worrying. Currently, 91% of employeegho need training already use a PC and 50 000 employees
have attended to ECDL courses or similar.

A final useful eément for evaluating the Italian system from the point of view of its affordability
is the stats of the digital infrastructur@ the country (see Box 1).

One of the risks associated with the introduction-pfacurement solutions is tlability of thee
systemst o fital ko to external constituenci es. Sup
employees) must be ready (ICT penetration) and prepared (diffusion of the ofiltomevation,e.g.
PC per student) to accept ttleange Measuring the time neproducts need to penetrate the European

4 To promote the development and use of information and communication technologies in the various

sectors a Committee of Ministers for the Information Society has been set up
http://www.innovazione.gov.it/eng/intervento/riunioni_comitato_eng.shtml.

46 In 2003 the National Centre for the Informatics in the Public Administration (hereinafter CNIPA) took
over the responsibilities of the Authority Centre for the Informatics in the Public Administration
(AIPA) and of the Technical Centre of the Presidency of the Council of Minigtes.cnipa.gov.it

ar. Seehttp://www.innovazione.gov.it/'eng/comunicati/2004/2004 03 22.shtml

54


http://www.cnipa.gov.it/
http://www.innovazione.gov.it/eng/comunicati/2004/2004_03_22.shtml

marketsshowsthat, while in Finland innovative products penetrate the market within 4.6 years, in
Italy it takes 6.7 yeargSource: European Innovation Scoreboard 2008js may be point tora

Italian reluctanced innovation. The person responsible fegrecurement in the Province of Mantua
reported, in fact, that SMEs were suspicious about the new system, mainly due to a lack of specific
technical knowledge. However, the quantitative data provided show thaisltahdergaig profound
changes; increasedternet and broadband penetration, together with steady development of online
services to citizens, reveal transformation of the country and readiness to takeramurement
solutions.

According to Consip, thtoolkit needed to use-rocurement tools is quite simplebroadband
connection, digital signature tools and limited ICT skillhe Italian public administration has
recently updated its digital infrastructure and is proceedirigaio its employees tase ICT, it seems
prone, albeit not immediately ready, to usgrecurement platforms.

The ltalian system has generated substantial savings, which makes the solution viable for other
countries. However, measurement of the savings is controversial gevéact that it does not derive
from routine monitoring at the agency level.

Lastly, the incidence of unexpected cdssich as formalities, legal obligations the general non
bid related information required from firniscan represent a serious barrieetfprocurement uptake
in Italy.

Box 1. ICT penetration and the development of e-government as enabling factors for e-procurement

Household Internet penetration: 42%; + 17% since 2001.

Internet penetration in businesses: 45.5% average; maximum 98.4% in big enterprises; minimum 43.2% in
SMEs.

% of enterprises with Internet access using broadband: 45%; +120% since 2003.
% of households with Internet access using broadband: 38%; + 107% since 2003.
PCs per student in 2001: 1 per 28 students; in 2004: 1 per 11 students.

% of surfers visiting PA Web sites: 53.9%; + 17% since 2003.

Compared to other OECD countries like Spain, where the percentage is around 50%, Germany (37%), the
UK (42%) or France (55 %) Webtiteeseemtwalllplacadto gitrads rharecandamere
users.

I  satisfaction of citizens using PA Web sites: 62% are very satisfied; 2% are totally dissatisfied; 10% are not
satisfied and 26% do not have an opinion.

E E EEE] = =4

Maturity of online services

According to the latest European measurement of the maturity of online services, in Italy the sophistication of
online services has increased from an average of 39% in October 2001 to 72% in October 2004. While in 2001 Italy
was below the EU average (39% vs. 45%), now it is perfectly aligned with the EU average (72%). As far as the
percentage of services totally available online is concerned, Italy is above the EU average (53% vs. 46%). (See
Figures 2 and 3.)

The best results are registered for the services supplied to businesses; their maturity reaches an average of 90%
(+ 10% since October 2003), 6% above the EU average (EU 15 + Iceland, Norway, Switzerland). On the other hand,
the maturity of online services to citizens is lower at 60%, but with a substantial increase since 2003 of 14%.

Source: Observatory on the Information Society.




Figure 2. Percentage of services totally available online in Italy and the EU
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Figure 3. Sophistication of online services in Italy and the EU
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E-Procurement tools as a means to foster transpareneyhéps, enarketplaces and online auctions

After analysingthe context in which -procurement tiees place, it is importanbtexamineof
Consip and the regulatory framework in which it operatasl to examine the opportunities for
increased transparency offered by the individyataeurement applications available in Italy.

Consipbds role in theforlepracureneemt r egul atory framewo

Before the year 2000aws dsciplining procurement auctiorissometines in the form of royal
decree$ did not make any reference to the use of electronic means in the procurement system.

In Italy, the first administrations to introdeielectronic tools in the purchasing process were
decentralised local entities: the regions. In 198 Lombardy region, in the North of Italpassed
legislation openinghe possibility of operating auctions through electronic means, both for collecting
information on suppliers and for presenting offers. More recently, local eritisesh as provinces
and municipalitiesi were given substantial autonomy from the central government through a
constitutional reform (in 2003). These bodies are now freglopt their own rules in the procurement
field (provided EC regulatiarerespected). Thikeavesroom for the introduction of digital means in
purchasing and the first gorocurement experiences can be tracati¢onunicipalily level

The Budget Law dr the year 2000 marks a watershed in th@oeurement rollout in Italy.
Consipds role for the rationalisation of publ i
companyi totally owned by the Ministry of Economy and Finaricevas made responsibfer the
optimisation of public expenditure for goods and services. In particular Consip was given the tasks of:

1 Defining purchasing strategies.

1 Drawing up competitive frame contracts for public administrations.
1 Promoting the use ofgrocurement within P4

1  Providing monitoring tools for PAs.

National Frame Contracts (NFCs) are stipulated by Consip directly with suppliers and list both
the technical and economic features of negotiated goods and servicesafdi@<fficient tool, as
they lower the unit @st of goods and services and simplify purchasing procedures when applied to
standardised goods and services and whenever demand aggregation is feasible. In the first case,
benefits derie from economies of scale, whereas in the second case suppliezg@red to make an
offer for huge quantities of commodities, negotiating a price reduction. In particular, demand
aggregation reinforces the bargaining pdWesf the public administration, favouring smaller
municipalities that are often unable to negotistdstantial discounts with local suppliers if left to
their own devices. According to a recent study by the European Commisgi@mtueement generates
major benefits when used for the acquisition of goods that are standardised, not technologically
compkx, of low value and orderegitherfrequently or very rarelye(g. office furniture). In brief at
least some-@rocurement tools ateestused when quality evaluation is reduced to a minifflum

48 See Barbiero Alberto, Osimo David, Spagnolo Laura,6procurement nella Pubblica

Amministrazione: guida pratica | | 6 a c dineididénibe serviziMaggioli Editore, 2001, p.24.

49 European Commissiomnalysis of Electronic public procurement pilot projects in the European

Union, November 20Q0see also IDA, Public eProcurement. Analysis of Public eProcutemen
Initiatives,
May 2002, pg. 4.
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Consid s in onanaging NFCs is to define a tendemlatsgy, act as auctioneer by selecting
suppliers through a tender following Edfipulations and monitor agreements. Conggpa crucial
interface between the public and private sexteee Figure 4). By endorsing the NFCs, suppliers are
obliged to satisfyrders coming from PAs within the limits of the agreements themselves.

The public administrationsd position towards
attention. Article 26 of the Budget Law for the year 2000 mandated that central publicshdiaris
adhered to the frame agreements unless they <cou
for resorting to alternative solutionise( prove that the goods or services were available elsewhere at
better conditions or that the commoditieeeded were not included in the NFCs). A subsequent
internal document of the Ministry of Economy and Findhspecified that administrations had to
i denti fy publ i c servants Airesponsi bl e for t he
expenditn e . 6 The ai m wa s ntability of puldia offieiadseLoctal remtitieserecnot u
obliged to buy through NFCs, but were required to take into account the price and quality displayed in
the agreements.

In brief, PAs were free to assess theirdsege. to decide when and what to buy), but when the
choice to purchase was made they either had to adhere to NFCs or refer to them within the limits
specified above. The orders were then sent directly to suppliers (the latter part of this procditlure is s
valid today). Adhesion to the agreements can be carried out both online by regtbirengia portal
(www.acquistinretepa)itor by traditional means (mail/fax). In this wayprocurement tools worksa
a killer application for the diffusion and use of ICT in the public sector.

NFCs are operated through an electronic catalogue available qraberementportal. The
catalogue is easy to integrate iat@ e n tradigosad procurement processéseyneed only click on
the items that interest them and choose the quantity required at the price displayed in the NFCs. The e
shop is efficient, especially for standard goods that havekmwelvn technical features, stable high
prices, are ordered frequendind have numerous buyers.

The agreements include measures to limit risk in case of vendor underperformaisces. Th
particularly relevant in the fight against corruption, which can often result in substandard goods and
services, unfinished projects and ethvastg'. The NFCs provide for penalties in case of late delivery
and for resolution of contragtn case of nofexecution on the side of the supplier. Consip requires
records from suppliers to oversee the performance of each contract and of entergésesal, and
also offers consultancy services to PAs for interpretation of contracts and management of possible
l'itigation with suppliers. Consip also adheres
services for the management of PAs conttactsd r a wn  u p? inbcg-opeGahioh Rith other
institutions and Consip itséff

%0 Circolare N. 1/2000 of the Ministry of Economy and Finance.

5L See Weber Abramo Claudimstitutional risks in Public ProcuremeintA Study of the Regulations of

Latin American Countriednterim Report for TransparéacBrasil, November 2004.

52 National Centre for the Informatics in the Public Administrations.

%3 (www.cnipa.gov.it/site/d T/In_primo_piano/Qualit%c3%a0_deservizi_ICT) guidelines presented

on 25th January 2005; see also the Interview with Ferranti director at CONSIP.
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Figure 4. NFCs: Consip as a crucial interface between the public and private sectors
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Source: Consip.

This analysis reveals that transparency is obtained through simplification and personal exposure,
i.e. smoothing the procurement cycle. Some phases of the process are managed by Consip directly,
|l eaving to PAs the fonu pebpracddures and tonseqigminonisidge r s r
errors in documents, standardising the procurement cycle, shortening the time required for the
procurement procesand clearly identifying public officials responsible for purchasing decisions (see
Figure 5). Moeover, at the end of the year 2000, Law N. 340 established that PAs were obliged to
publish bids below European thresholds on one or Méab sites specified by the Presidency of the
Council of Ministers. This form ogbublication has replacdtie traditioral practicesincel July 2001
(provided EC legislation was respected and that advertisenmignt®ajor newspapers were
maintained). Transparency is facilitated the free flow of information beteen the PA and the
constituency in this case enterprisesdaimterest groups.

The budget law for the year 2000, together with subsequent legal specifications, extended the
scope of application to almost all public agencies until the year 2003, creating (at least initially) a
fi ¢ o mp umasr okreyt-pyocurement aad facilitating its rollout. If goods and services were present
IN the electronic catalogue, most purchasing entities were obliged to use this instrument to carry out
their purchases. As a result, during the period 2B, 61NFCs were concluded for 35 different
categories of goods and services ranging from telecommunication services to copy machines, desktop
computers, laptops, vehicles for rent, stationery, etc. Overall, 90% of public agencies also applied to
NFC (the percemige iscalculatedas the ratio between the number of registered users and the number
of potential ordering bodies: 44 982 vs. 45 609 entities).



Tighter conditions were also established for HidSontracts worth over EUR 50 000 had to be
negotiated throughpen bids to ensure equal opportunities and transparency. Consip could even act as
auctioneer and replace agencies in carrying out procurement demddrough this situation
contributed to an increase in the number of orders through NFCs, it prodifeeentlireactions from
PAs and vendors.

While a few public agencies decided to stop purchasing in order to avoid using unfamiliar
procedures, others spent more money than necessary to take advantage of the reduction in unit costs
determined by the NFCs. Mever, this increase in spending could also be attributed to the
satisfaction of previously unexpressed needs, such as innovation and modernisation ofeoffices (
purchases of desktops and laptops). Moreover, some PAs lamented they could not findifioe spe
commodities required for their activities (material, surgery products, etc.).

In general, public agencies found it difficult to switch to the new procedutes personnel was
not adequately trained and had limited téchhskills i and reported gor-quality supplies, late
deliveries, excessive ties imposed by NFCs and limited assistance by Consip in the assessment of their
needs and in followp operations. Consip, on its side, is limited by current legislation to act
generally as facilitator ithe negotiations between the public administration and the supplier, and may
not intervene inndividual contracs or supplies

From t he vendhoer sfidc osnpaunl dspooriyn t matrpkoeurementrasvded t o s
out local dealers, mainly SMEs wiipecial ties to public administrations. In protest these enterprises
gattered ad set up a dedicated &lfsite with the explicit aim of contrasting Consip, as per its very
name fAagainstconsipo (controconsi plfints,)asprovem t hei
by the fact that only | arge companies responde:
enterprises even created cartels to monopolise offers; in one case an oligopoly of eight enterprises
bidding for restaurant tickets wastually sanctioned bthe Italian Antitrust Authoritywith a fine of
EUR 34.1 million. Public agencies also complained about insufficient specifications of technical
features in bids and unclear requirements for participation in auctions.

The Italian Auit Court intervened on the subject and pointed out that the alleged savings
advertised by Consip were difficult to verify due to the lack of an agreed system for gathering
information on purchases at both the central and local leeads ghanges in the&eomposition of
budget lines over the yeat$)There were therefore no reliable data to compare expenditures for goods
and services before and after the introduction of NFCs.

Finally, legal doctrine maintained that the role of the central government wesdixg the limits
imposed by the recent constitutional reform on deedisition In other words, the mixed untying
model and the staupply driven approach were too stringénespecialy for regions and local
bodies;and while the model was well taied to obtain savings, it failed to respect decentralised
autonomiey.

54 Article 24 of the law 289 /2002.

% See Galletti AnnaPossier sulle criticita degli acquisti tramite convenzioni CONSiRailable on

www.codau.itand Marra, MitaJnnovation in eProcurement: the Italian Experienci8M Centre for
the Business of Government, November 2004, rtEeq.

% See Marra Mitapp.cit.p. 14.

> See in this respect: Greddaurizio, Gli approvvigionamenti di beni e servizi nelle P.A. mediante

sistemi elettronici e telematjcavailable on http: //www. lexitalia.it ; Sarzana, Fulg, cit.
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Box 2. The experience of the province of Pisa in using National Frame Contracts

Whil e using CONSIP6s NFCs, the province of Pisa exp

(()Quali ty i ssues: Laptopsd features did not adhere

(+) Knowledge management: Online information on suppliers and pr oduct s o0 neb SIOMNEI
made possible clear and efficient bidding calls and access to related documents.

(+) Internal procedural simplification.

Box 3. The experience of the University of Bologna in using National Frame Contracts

Bologna University has offered criticism of the NFCs regarding:

1
1
1
1

Poor quality of products.
Late deliveries.
Prices for stationery higher than those available on the local market.

Difficulties in accessing the Web site and long registration procedure.

To respond to pressure from SMEs and public agencies alike, in 2003 antit260é

mar ket 6 was | i f teewere dreddo negotiate thar owngecentracts, provided the
conditions established therein were more favourable than those displayed in the NFEJR he
50000 threshold was first interpreted by the Audit Court as a compulsory communication to be made
to the Court itself and then abrogatedt courtat the end of 2063 The Audit Court asked Consip to

set up a monitoring system in collaboration with ISTAT (the National Statistics Office) on the

execution of NFCs. Consip made an effort to gain a betsgglit on pricing and on the consumption

dynamics of products purchased by public agencies, and decided to set up a performance rating system
with certified authors verifying the quality of supplies. In brief, Consip decided to customise its

support to theoublic sector. Consips r e ¢ e nhow tg gelectl &/ repatational mechanism for the
frame contracts and thenearketplace. The study argues thatBay moded is efficient, if adapted

to the specific needs of the public sector. The reputational anesth should be unilateral and use
nonnegative ratings, and should measure reputat:i
order to allow comparisons of recent ®dealings

58.

59.

60.

Law 212/2003; legislative Decree n. 269/2003; Budget law for the year 2004.

See Ferrara Marina and Panassidi Giuse@fieacquisti di beni e servizi nella legge finanziaria 2004,
available on lexitalia.it ; Pitocchi Fiorell&cquisti in economia di beni e serviavailable on www.
lexitalia.it; Scerbo DaniloL. 6 ac q u i Diemii o ree sdceir vi zi secondo | a
della legge finanziaria 20Q3vailable on www. lexitalia.it.

See Dini Federico and Spagnolo Giancarldeccanismi reputazionali e mercati elettronici:
problematiche economiche e possibili sidmi per il public procurementin Quaderni CONSIP,

november 2004 and in English Dini Federico and Spagnolo GianEatjtation Mechanisms and e
Markets: Economic Issues and Proposals for Public Procurenpemterpoint presentation available
onwww.consip.it
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Deeper analysidias revaled that poor qualityof suppliesmeant for PA and displacement of
SMEs reflect market distortions that are only partially due to nitv@duction of the NFC system.
Contract mderperformance does not depend solely on the size of the firm. Local dedigrgheir
customers, but are often unable to procure special and specific goods needed by government, while
large firms often sell theleftoverstocks to the PA, which they consider a less demanding customer.

A recent analysis of the procurement envinemt in some Eastern European countries reveals
simlarc ompeti ti on between | ocal dealers and big c
recent tender (€é) the requirements were set in
in evduation of offers) as to tip the scales in favour of a local company, which in the end won the
tender, but which was offeringlewu al i t y pr od u® Specifiato Italy,iingtéad, sthe c e s 0
fact that public agencies are usually latakingpaymerts, which in turn leads to supplier inefficiency.
Additionally, the personnel in the pmarement sector are often unglealified and not adequately
considered within the internal organisation of the institution.

Figure5. Consi p6s acti vi boceduml simplificaNohCs : Pr

ConsipGs Activities

Needs Contract Supplier Possible Contract Goods/ Payment
analysis & tender selection litigation signing services
docs. w/ delivery

ciinnliar

Fax/Online
Order

Source: Consip.

Online auctions: Tansparency at different stagestbé public procuremenprocess

Presidential Decree N. 101 of 2008rked aother milestone in the pathvtards eprocurement;
it introduced both online auctions and the electronic marketplace in Italy. The decree also movided
postregulation for experimental online purchases that were running since 2001 in mitigsigakch
as Siena.

Online auctions are feasible both for purchases below the EC threshold and for contracts
exceeding EUR 160 000 (for central PAs) and EUR 250 000 (for other public agencies). Electronic
tenders are also run to select suppliers for NFO® decree is mandatory for those central

6L See Grgdenland As@he use of contacts and Informal Networks in Public Procurement: Findings

from indepth interviews with public procurement officials, representatives of local and foreign
companies in th€zech republic, Slovenia, Bulgaria and Romaifaper presented at OECD Global
Forum on Governancéighting Corruption and Promoting Integrity in Public ProcuremeRaris,
29-30 November 2004, p.9.
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administrationsnaking onlinepurchass, while local entities may apply the provisions of the decree if
they wish.

All public agencies running a tender are obliged to respeat &d | e d Apubl i c €
procedureswhich include the principles of transparency, respect of equality among bidders, adoption
of favourable conditions to participate bids, etc> The same principles are repeated and listed in
Presidential Decree N. 101 of 2002.

The auction consists obdir phased the decision of what to buy (internal to the PA), the
gualification of the bidders, the online auction itself and the adjudicatinich are all governed by
public/administrative law. A fifth phase, which disciplines the execution of thé&ramncan be
added this phase is governed by the civil code.

The first phase, the decision to enter into negotiati@n iflentifying what and when to buy),
concernsonly the public administration so future bidders have no legitimate expectations.

Thesecond phase starts with the publication of a call to bid that contains the criteria required for
admittance to the tendér volume and technical features of the goods (divided by type) and the
identification of levels or classes for which suppliers carrdpistered according to their technical,
financial and economic capabilities. These criteria are set as low and asamgitey as possible to
avoid creating unnecessary entry barriers. The process is structured as follows: the call is published on
the ficial Italian and European Gazette, in newspapers antt@ant auct i oni ng eadmi ni
site at least 60 days before the bid takes place. The tender alert subsequently appedi&ebrsitee
30 days before the auction, while the invitation to bidjtialified suppliers is sent out only 10 days
before the actual tendér This procedure, albeit transparent, is quite expensive for public
administrations and can discourage smaller enfities participating

Web publishing reinforces transparenty dfering realtime notification of new business
opportunities However, he State Council has recently decided that bidders can contest illegitimate
provisions in a call only aftehé adjudication of the contratctthatiswh en t he suppli ers
interest (to be selected) becomes concrete. Sole exceptions to this process are provided for by the
clauses of the call directyddressingarticipationin the bid, which can be appealed immediafely

Suppliers need qualify only once to be invitedatibrelevant tenders occurring in the following
24 months, concentrating the prealification procedure with substantial cost reduction. Those
suppliers who have not responded to the first qualification call can still be admitted to the bid if they
apply afterthe tender alert. In this case, however, they may qualify only to take part in that specific
offer and would need to rqualify for a different tendeiSelected enterprises that intend to participate
in the tender are sent a password and ID and askexy t& geeposit.

The registration procedure can take place either online or offline. In this carleady stated
bid specification and selection critersae extremely importantReducing human intervention in
defining the terms of the tender is a magsue in the analysis of procurement in Eastern European

62 See Gatti Maurok-procurementll D.P.R. 101/2002 gli acquisti in rete della PAEdizioni Simone,
2002, page 27.

For further information on the publication procedure followed by CONSIP see the recent directive on
fithe Timing and Ways to diffuse "“iMardh@®5mati on to s

63.

64 See Flore RaffaellaResponsabilita precontrattuale della PA nei contratti ad evidenza publitica,

Amministrazione in Camminavailable online omwww.luiss.it
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countrie§®. The University of Bologna points to reduced discretion as one of the major benefits of e
procurement.

Finally, in the ruaup to the event, both procurement officers and suppliers musidspiaely
trained, in order to ensure that the auction runs smoothly and that the bidding tactics are properly
monitored, and that collusion is avoided.possibility is to rotate public officials who normally
participate in the Adjudicating Commissionare called upon to run tenders. An example of efficient
training can be found at the University of Bologna, which trains officials and enterprises before
running an online auction; however, the university neither has policies to solve conflicts of imterest
rotates the officials responsible for the procurement process (see interview in the Annex).

The @r eal o&plaseris runahmough ainhelectronic platform where suppliers and buyers
meet to negotiate goods and services. The price obtdinegyhthe auction is optimal, if the starting
price is established in a fair manner and collusions among bidders are avoided. In order to do so, the
auctioneer first analyses the PA6s needs and t
market forthe specific negotiated commodities. To this end, Consippevates with the national
antitrust authorities: AGCM, the Guaranteeing Authority tiee Competition and the Markeand
AGCOM, the Communication Regulatory Authority.

It is important to draw uglear policies for conflicts of interest before the actaitiontakes
pl ace to deal with those situat icapacity interestswbichfi ( é)
could improperly influence the performance of their official duties and respoh i 9. iTHe coelesob
ethics adopted by Con§l[i s appl i cabl e to Consi popesatepveth theo n n e |
companyi including Commission membeisand t o Consi pds suppliers.
and behaviour which may be in dbict or in competition with Consip, and decisions that involve a
monetary interest or any other benefit to the (interested) person or to his/her spouse/partner, relatives
and friends or of organisations of which the person is an administrator or mandgdratare in
conflict with Consip or with the PAs for which Consip operates.

Consip clarifies that conflicts of interest may afiger alia when:

9 Itis possible to obtain a personal advantage of any nature through access and improper use
of information

T Someone works for Consipbs suppliers.
T Someone divulges, even at informal meetings
i Someone exploits his/her position to obtain a personal advantage which conflicts with
Consipdbs interests.
In all of these caseGonsi pés empl oyees, suppliers and an
should abstain from taking any decision or initiative which may have an impact on Consip.
Communication of a potenti al conflict toaoneds

65 See Grgdenland Asep.cit, p.8.

€6 OECD, Gudelines on Managing Conflict of Interest in the Public Service.

o CONSIP, in recognition of the fact thaipeocurement in the public sector is a delicate area due to

possible commission of offences against the Public Administration, has introducketregskatory
organisational ethics code in response to the legislative Decree 231 of 2001 (adopted by Italy to
implement the OECD Convention against corruption) and has diffused the culture of social
responsibility within the firm through varioa&l hocseminars.
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company involved in a Consip auction. The code also nominates an internal monitoring body (Organo
di Vigilanza), which depends on the board of directors and verifies the effective application of the
code. The Organo di Vigilanza ensures that the codg te date, facilitates its disseminatioand
investigates those situations where crimes such as corruption, embezzlement, fraud, abuse of power by
public offici®I| sarer cfoanom ¢ u =di.one

None of the administrations interviewed had policiesaige conflicts of interest.

At this point, it is time for the online auction. The negotiated goods are usually special
commodities that are not frequently purchased and that can be evaluated mainly on objective terms.
The offers are automatically classifi by the electronic platform, which also highlights #hibsit are
excessively low in comparison to the oth€fithe auctioneer, in this case, asks for further details and
may disqualify the bidderThe entire process can be followed online even byastegroups.

The subjects involved in the online auction are the Administrations, the Suppliers (defined by the
decree as figualified userso) and the System Man
IT expert) in either the private or the pubBector whose task is to guarantee the correct technical
functioning of the negotiating tools and whose activity is crucial to the online auction. Responsibilities
of the SM can entail:

1 Criminal responsibilityif the necessary measures to guaranteesgataityare not adopted

1 Civil liability for damage caused in the management of personal data, as gathering/storing of
economic offers amounts to treatment of personaftiatahese data are lost or the secrecy
of the offers is violatede(g.through avirus or insufficient protection) System Managers can
be liable for damages, unless they prove that Haglyin placell the necessary measures to
avoid the damage. The activity of the System Managata(dhandling) is considered
i d an g éylawaadihus requires special attent/n

The minimum measures foreseen by the’laave the use of a password and its autonomous
substitution by the person entitled to handle personal data, clear and written identification of the
administrator entitled to managetd, assignment to this person of a code, and protection of the
system from intrusions like viruses. Bologna University officers believe that data security is one of the
major issues for guaranteeing fair online auctions and that new feasible solulime®dtto be found
(see interview in the Annex).

The auction run in a single or multiple rounds allows adjudicafiourth phase) at either the
lowest possible price (reverse auction) or at the most economically advantageous solution (weighing

68 The crime of fAconcussioned is set out in Articl
the case in which a public official takes advantage of his/her functions or power to oblige or induce
another to unduly give or promise neynor other assets to him/herself or a third party. In this
situation criminalisation is not extended to the payment. The OECD Working Group on Bribery met
to examine the compatibility of the Italian legislation against corruption with the OECD 1997
Converion against bribery; when faced with this provision it voiced its concern that the concept of
concussione fAmay weaken the effective applicatic
| mpl ementation of the Conv ewwoeaoorg/@Eimd00079203.Fdf Re ¢ o mn

In Italy data belonging both to physical and to juridical persons can be protected.

69.
o Article 7 (1) and Article 3 refer to Article 36 and Article 15 of the new codedata protection
(former Article 18 of the law 675/1996). The latter, finally, refers to Article 2050 of the civil ¢ede,
responsibility for dangerous activities.

n L. 675/1996 and Presidential Decree N. 318 of 1999.
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