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Foreword

PPS is the central agency which is contributed to the
improvement in convenience of the nation, the tax
payer, by acquiring and providing resources needed for
public services of the government.

To enhance efficiency and transparency in central
procurement services, PPS has promoted the
digitalization of procurement administration since 1995,
succeeding in the establishment of EDI (Electronic Data
Interchange) in 1997, and on this ground, it established
KONEPS (Korea ON-line E-Procurement System), the
national integrated e-Procurement system, in September 2002 to enable the one-stop
management of separated bid information of each public organization.

KONEPS s developed to process the "One-Stop" service covering whole bid procedures via
the online "Single Window" from bid notice, bidding, contracting, inspection & tallying,
and payment request through to payment in linkage to 88 external-agency systems, such as
administrative organizations, financia ingtitutions, relevant associations, c.

In international recognitions of the establishment and practices of KONEPS, PPS won the
'UN Public Service Award' in 2003, and acknowledgement as the 'Best Practice Model' in
e-Procurement sector in 2004, as well as the honorable statement of 'No further actions are
required.” Moreover, PPS has been visited by more than 50 countries which are interested
in e-Procurement for the benchmarking of KONEPS,

This 'e-Procurement White Book' covers the entire range from the establishment of
KONEPS, its expansion and to systematic advancement with useful illustration and graphs
in order to support a reader's understanding. Therefore, it is certain that this book will be
able to increase the comprehension of the e-Procurement system and contribute to the
development of the public procurement system in the world.

Thank you.

Administrator
Public Procurement Service 80—0 (/y\,
The Republic of Korea
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Chapter 1 Role of Public Procurement Service in Government Procurement

o0 Section 1
o0

.2° Significance of Government Procurement

Government procurement is the process by which a government, using financial
resources (mainly from taxes), obtains material resources necessary for public activities
and other tangible/intangible resources necessary for construction work & design,
consulting, etc. Procurement administration is a highly calculated and reasonable
collaborative behavior of formulating goals and policies to coordinate government
procurement and choosing the most appropriate means to minimize opportunity costs.
According to recent World Bank and OECD reports, the government procurement
markets of major countries account for approximately 10~25% of their national GDP
and are so closaly tied to their national economy as to have great influence on related
industries.

Government procurement is divided largely into centralized procurement and
decentralized procurement according to the method of procurement. Centralized
procurement is a system in which a central procurement agency conducts procurement
on behdf of public ingtitutions. This is commonly adopted in countries that stress the
effective execution of purchase budget. Decentralized procurement is a systemin which
each public institution conducts procurement individually. This is usualy adopted in
countries where demand for decentralization is strong or alocal government system has
been established.

The Korean government procurement is a limited centralized system that combines
centralized and decentralized procurements. It plays an important role as a means of
participating in the market economy, athough its role in controlling the government
procurement market has been reduced with the maturation of a free market economic
system.

Public Procurement Service 9
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o0 Section 2

-:2° Role of the Public Procurement Service (PPS)

The Public Procurement Service (PPS) is an executive agency responsible for
purchasing and providing quality goods and services needed by public institutions at
reasonable prices. Serving as a government agency responsible for the real economy,
PPS has greatly contributed to developing the national economy and improving people's
living standard. It is an administrative agency operating in an anti-authoritarian and
horizontal way, not based on public power. The role of PPS as an government
procurement agency isasfollows:

1. Minimization of Government Procurement Costs

If procurement is conducted individually by each government agency, it would cause
serious problems in terms of efficiency and effectiveness. Entrusted by the people to
identify and solve such problems, the government has developed a more speciaized
and centralized procurement system that enables highly efficient tax execution. Aslong
as the government maintains the centralized procurement system in order to achieve
maximum economic effect at minimum procurement costs, PPS is expected to play a
centra role in the government's efficient budget execution. Thisis especialy significant
in the modern administration that pursues asmall but efficient government.

2. Implementation of National Policies in the Real Economy Sector

Government procurement, whether decentralized or centralized, has great influence on the
national economy. Unlike private sector procurement, which is simply committed to
purchasing and providing quality goods &t low prices, government procurement is used as
a means of protecting and nurturing national industries and improving the international
payment balance through counter trade. By supporting socialy disadvantaged businesses,
it plays arole in realizing national policies in the real economy sector. PPS is also
implementing support policies for small, venture, start-up, and socialy disadvantaged
businesses, economic policies for stahilizing employment, price levels, and the balance
between supply and demand, and environmental policies.

10 Korea ON-line E-Procurement System
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3. Guarantee of Transparency & Fairness in Procurement
Administration

The field of procurement is highly susceptible to public corruption, thus requiring a
high level of ethical awareness among public officials. This can be realized by a
centralized procurement system, since it is more effective for the inspection agency to
monitor a single centralized procurement agency than multiple decentralized ones.
Standardization of procurement procedures and improvement of procurement
regulations can minimize negative externa effects, strengthen the observance and
advancement of related international standards, and thus enhance the transparency and
fairness in procurement procedures. With the increasing interest in anti-corruption by
international organizations like WTO, OECD and APEC, PPS will play a more
important role than ever before.

PPS s currently working to minimize procurement costs, develop anational contracting
system, ensure equal bidding opportunity for suppliers, and alleviate the users
inconvenience. With the globla opening of procurement markets, PPS is gearing up its
anti-corruption efforts by observing international standards concerning the non-
discriminative treatment of foreign companies as nationals and by ensuring
transparency in all procurement procedures.

Public Procurement Service 11
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Chapter 2 Background & Necessity of Digitalized Procurement Administration

o0 Section 1
°

-+¢* Background of Digitalized Procurement
Administration

The rapid change in procurement adminstration environment has become a primary
motive for demanding changes in the value, system and methodology of the traditional
procurement administration.

This change, requiring new paradigms, is apparent in many cases, eg. the increasing
demand for the globaization and opening of procurement markets to meet the expanded
globla economic order, the global spread of digitalization and digital e-Commerce based
on the radical development of information technology, and the changes in the local
government environment following the introduction of local government.

The background of digitalized procurement administration is divided into internal
and external.

1. Internal Background

A. Reinforced Decentralization & Autonomy Arising from Localization

The full-scale implementation of local administration by popularly elected local
government officids has led to decentraization, ie. the transfer of adminigtrative functions
and authorities to loca governments. This forced PPS to redefine its role of supporting
local governments through government procurement without infringing on their autonomy.
The introduction of local government is very significant not only in the political aspect
of enhancement of local autonomy but also in the economic aspect of efficient
procurement & distribution of resources. For autonomous solution of local problems
and efficient procurement & distribution of necessary resources, the traditional
concentrated purchase by a central procurement agency has been converted to
dispersive purchase based on local autonomy.

B. Necessity of Establishment of a Customer-Oriented Administrative System

With the trend toward openness and decentrdization, demands from public ingtitutions using
PPS have become more varied and sophisticated, requiring reforms toward customer-centric

Public Procurement Service 13
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supplying business. With the current emergence of administrative reform as a new
paradigm, more emphasisis being placed on the customer-centric supplying business.

C. e-Business-Based Government Procurement

e-Commerce- or e-Busness-based government procurement, promoted by the devel opment
of IT technology, has devated the status of PPS and revolutionized the method of providing
upplying business. e-Business-based procurement adminigtration means “using a network-
based technology for effective management (production, accumulation, utilization,
gpplication and exchange) of goods and service information provided by PPS'.

2. External Background

A. Pressure for Opening of the Government Procurement Market

With the signing of the WTO Government Procurement Agreement in 1993, the
government procurement market was opened and since then demand for guaranteeing
transparency and fair competition in procurement administration has gradually increased.
There was a widespread opinion that government procurement should be excluded from
trade liberalization since it constitutes an important policy measure for national
economic development. However, demand for opening the national procurement market
has steadily increased with an emerging consensus for the importance of government
procurement and a growing global pressure for free trade.

Considering that the FTA, now spreading to every part of the world, includes
government procurement as one of its key negotiation agenda, the global opening of
government procurement markets is expected to be gradually accelerated. Thisrequiresa
guarantee of transparency and expertise in government procurement. Simplifying and
freeing the government procurement market will guarantee more transparency in the
legidative and administrative procedures applied to government procurement and ensure
non-discriminative practices in government procurement.

B. Spread of e-Procurement throughout the World

The most important of the various factors causing paradigm changes in procurement
administration is the possibility of e-Procurement based on information technology. The

14 Korea ON-line E-Procurement System
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rapid development in information technology has brought innovative changes to many
areas of society, especially to EDI (Electronic Data Interchange) and e-Commerce.
Thistrend is also visible in the field of administration, and many national governments
are struggling to realize digitalized procurement administration. For instance, the
United States government has established the FACNET (Federal Acquisition Computer
Network) to realize a web-based digitalized procurement administration based on
advanced I nternet technology. Thanks to the development and expansion of the Internet,
each country is implementing an e-Government project to enhance the internal
efficiency and productivity of government administration and improve services for the
people. Each government's e-Government project is categorized as G2C (Government
to Citizen), G2B (Government to Business), G2G (Government to Government), etc.
Particular attention is being focused on e-Procurement, a part of the G2B project.
e-Procurement means using an 1 T-based network to perform one or more procurement
procedures from request, approval, announcement, bidding, contracting, ordering,
delivery through payment. It enables quick identification of information on e-Bidding,
inter-agency joint purchase through e-Shopping mall, and money flows caused by e-
Purchase. Motivated by this, many advanced countries are now seeking to establish a
government e-Procurement system capable of providing one-stop services. e-
Procurement in the government sector can bring about fundamental changes in
procurement administration by reducing procurement costs, enhancing the transparency
of the procurement market, and improving the convenience, promptness and economic
efficiency of suppliers.

c. Development of IT Industry & Emergence of e-Government

The emergence and popularization of the Internet has spurred changes throughout
society as well as new technological developments in the information &
communication (IT) field. The growth of the IT industry and the popularization of the
Internet have both created a new cyber-space environment and, accordingly, each
country has set the realization of e-Government as its priority.

e-Government first appeared in the 1993 NPR (National Performance Review) report as
a term describing the redesign of administration and services using information

Public Procurement Service 15
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technology. Its core is the application of electronic means such as e-Approva and
network-based approach in the production and delivery of public services.
e-Government can be defined as a government whose administration depends mostly
on online information technology or a government who quickly and accurately handles
national affairs and services using computer or IT technology. It is customer-oriented
and uses advanced I T technology in order to realize an open government. It also focuses
on enhancing administrative competitiveness and improving services for the people.
Due to the growing information value and the increased sharing of information offered
by e-Government, all government procedures and activities are inevitably published.
Transparency in the public sector creates an administrative environment free from
corruption?) by exposing administration to public monitoring.

1) The factors causing corruption in the procurement field include (1) non-competitive and complicated ordering systems,
@ arbitrary and unreasonable procurement procedures, @) limited publication of procurement processes/results, @)
insufficient punishment against illegd or unfair practices, ) lack of survelllance and responsibility and @) frequent
position changes, poor information provision, discriminating publication, etc.

16 Korea ON-line E-Procurement System
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o0 Section 2
.2+° Necessity of Digitalized Procurement
Adminigtration

1. Pursuit of Transparency & Fairness

Procurement administration, whose main task is to purchase, provide and manage
goods and services necessary for government affairs and public services, is basicaly
based on the economic behavior of purchasing goods and services, which corresponds
to the purchasing and contracting activities conducted by private businesses. Asin the
purchasing and contracting activities conducted in the business sector, the traditional
procurement administration was focused on the resulting aspect of fund execution, ie.
ensuring efficiency and effectiveness. However, the primary source of funds for
government procurement is taxes from the people, and the use of funds should strictly
follow related regulations, eg. the Budget Accounting Act.

Unlike private procurement, government procurement seeks not only moral values of
stressing the justification of fund execution but also reasonable values of stressing the
resulting aspects of fund execution, eg. efficiency and economy. Although the
traditional procurement administration didn't neglect such values as transparency and
fairness, the current procurement administration puts more emphasis on transparency
and fairness than ever before for the following reasons.

First, procurement administration has greatly expanded in terms of volume. According
to OECD (2002), most countries today spend 10~25% of their GDP for procurement.
The globa government procurement market grew to 82.3% of the global goods and
service exports in 1998. Similarly, the Korean government procurement market
amounted to 92 trillion Won in 2007, which represented 10% of the national GDP.
Today, government procurement has a great importance in the national economy and
has a strong influence on the private sector. Therefore, great value is placed on ensuring
transparency through publication of various information (bidding information, bidding
processes, bidding results, etc.) and guaranteeing fairness by hiring qualified suppliers
selected through competition.

Second, thereis a current trend in which transparency and fairness are greatly valued in

Public Procurement Service 17
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trade agreements among international organizations or countries. In 1994, the WTO
signed the GPA?, which lays much stress on enhancing transparency rather than
efficiency. In the WTO ministeria meeting held in December 1996, a task force on
government procurement transparency was organized to develop the details of the
transparency agreement. Other international organizations like OECD and APEC
announced transparency-related government procurement principles.

Third, the introduction of EDI using information technology and the implementation of
web-based e-Procurement provided effective means to ensure transparency and fairness
in procurement administration. The traditional procurement administration, based on
face-to-face contacts between government officials and procuring contractors, has been
plagued by mistrust arising from lack of bidding information, non-publication of
bidding processes, non-notification of bidding results, etc. and has always contained
possihilities of fraud and corruption.

Transparency and fairness are, together with such traditiona administrative vaues as
efficiency, legdity and responsibility, currently regarded as core administrative values
that can prevent administrative corruption arising from illegal practices between
government officials and suppliers. Systematic mechanisms need to be developed to
strengthen transparency and fairnessin the reform of procurement administration.

2. Pursuit of Customer-Centric Procurement Administration

PPS is a core government procurement agency responsible for managing a large
percentage of the national spending for customers including public orgs. and suppliers.
With the emergence of e-Government, democratization of civil society, and economic
autonomy and opening, PPS is making every effort to realize customer-oriented
administration.

The first thing to do to realize customer-centric procurement administration is to
increase the satisfaction of public ingtitutions using PPS by improving the quality of
procured items and widening their selection of items. Procurement administration in the
past was fraught with several problems, which included price-centric supplying

2) Government Procurement Agreement.
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business, lack of diversity, limit of selection, delay in contracting and delivery, and
inadequacy in after-contract services.

The assessment of the satisfaction of public institutions with government procurement
administration is very important in that PPS-provided services, eg. providing accurate
and various information on procured items and government-sponsored projects, are
essentia to the efficient management of the national finance.

Another factor of customer-centric procurement administration is to maintain at
reasonable levels the procurement fees levied on public institutions using PPS and save
suppliers from financial difficulties by using a debit system for quick payment.
Objective and definite standards for procurement procedures from bidding through
contracting should be given to ensure competition among suppliers. Precise screening
criteria and appropriate evaluation and comparison can guarantee competition and
transparency among suppliers. Guaranteeing competition among them may have the
effect of reducing unnecessary costs and improving the quality of procured items and
public projects.

3. Change in the Purchase Method According to the Demand Purpose

A concentrated purchase is a system in which a single central procurement agency
purchases and provides goods and services needed by public institutions, while
dispersive purchase is a system in which each institution purchases individually. Since
concentrated and dispersive purchases have their own comparative advantages and
disadvantages, each country usually adopts a procurement method that best suits its
socia and economic Situation.

A concentrated purchase is a bulk-purchase method that has advantages in price and
contracting. Thanks to the know-how held by the central procurement agency, it enables
timely procurement through a purchase plan. A standardized purchase process can
reduce the time period required for purchase and ensure more administrative
responsibility, competition, fairness and transparency than in dispersive purchase. The
purchasing power of concentrated procurement can be efficiently utilized in the
operation of macroeconomic policies. However, it may exert a bad influence due to the
bureaucratization of the central procurement agency and make it difficult to secure

Public Procurement Service 19
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items that well serve the purpose of each demanding agency due to excessive fairnessin
the procurement process.

A dispersive purchase is suitable for autonomous purchase that meets the individual
demand purpose of each public ingtitution. It has advantages of reducing costs by utilizing
goods in stock and controlling the purchase volume and condition that best suit public
institutions, being suitable for urgent purchase, and nurturing local small businesses.
However, it requires more purchase costs than concentrated purchase, has weaknesses in
price verification and item-size standardization, and has difficulty in pursuing
administrative efficiency through specialization. It aso has possibilities of personnel
overlapping, time waste and allocation of procurement contracts by political preference.

It is therefore desirable to combine the two methods after considering not only their
advantages and disadvantages but also various socia conditions. Concentrated purchase
is desirable in areas requiring a high level of expertise while dispersive purchase is
recommended in areas requiring the advantage of autonomous purchase and quick
processing.

Advanced countries are operating their government procurement system in a way to
maximize the advantages of concentrated and dispersive purchases. The Korean
government procurement system is also operated by combining concentrated and
dispersive purchases. Despite the trend toward individua procurement by each local
government, there exist practical difficulties such as the economic efficiency of
concentrated purchase, lack of procurement personnel and expertise, and disputes over
fairness among bidders. Because of these, there are an increasing number of cases
where local government procurement is supported by PPS, the Korea's central
procurement agency.

4. Expanded Purchase of Services

Thetraditional procurement administration was aimed at the purchase and management
of goods needed by the government. This is the narrow sense of procurement
administration which has been regarded as a supplementary administrative action. In
today's procurement administration, however, the percentage of projects and servicesis
shown to be higher than that of goods. The percentage of servicesis rapidly increasing
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with the expanded outsourcing of procurement activities for improvements in
adminigtrative efficiency of each demanding agency. As a result, service purchase is
emerging as one of the core paradigms of procurement administration.

5. Global Trend toward Reinforced e-Procurement

The rapid development in information technology has enabled e-Procurement leading
innovative changes in procurement administration. Many advanced countries have
established and operated e-Procurement as a means to actively respond to new changes
in the procurement environment. The hottest issue among the WTO's member countries
concerning the GPA was the utilization of information technology, eg. the Internet.
Today, e-Procurement is emerging as a new paradigm drawing attention from world
organizations aswell asindividual countries.
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22, Recent Advancesin Dlgltallzed
«¢* Procurement Adminigtration

Since the 1990s, digitalized procurement administration, ie. e-Procurement, has been
viewed as one of the most important agenda in the reform of the public sector. With the
end of the authoritarian adminigtrative paradigms of the 'development-first' age and the
pursuit of ademocratic administrative model, establishment of afree and fair procurement
adminigtration has become a significant challenge in the public sector. In order to improve
efficiency and transparency through digitalized procurement administration as part of
public reform, the Korean government implemented Procurement EDI in 1999, e-Bidding
in 2000, and e-Payment in 2001. In 2002, it established a national e-Procurement system
caled 'Nargangteo or G2B', which isone of the 11 key projects for e-Government.

<Table 1> 11 Key Projects for e-Government

Civil Service Reform Project (G4C)

Min of Government Administration
& Home Affairs

Civil Services 4 Social Insurance Information System Project Min of Labor
National e-Procurement System Project PPS, Min of Finance & Economy
Home Tax Service (HTS) System Project National Tax Service
National Financial Information System Project Min of Finance & Economy
Administrative District Information System Project Min of Gover_nment Administration
nternal & Home Affairs

Administration

National Education Information System (NEIS)
Project

Min of Education

Personnel Policy Support System (PPSS) Project

Central Personnel Committee

Infrastructure

e-Approval & e-Document Project

Min of Government Administration
& Home Affairs

e-Signature & Administrative e-Signature Project

Min of Government Administration.
& Home Affairs, Min of Information
& Communication

Government Computing Environment Project

Min of Government Administration
& Home Affairs, Min of Information
& Communication, Min of Finance
& Economy
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The continuous effort by PPS and the appropriate support by the central government
have greatly contributed to the successful reform of procurement administration,
which is gaining worldwide recognition. PPS was awarded 'the Public Service
Award (PSA)' from the UN in 2003 and recognized as the 'Best Practice Model for
e-Procurement’ in 2004. It also received 'Global IT Excellence Award' from WITSA
in 2006 in recognition of its | T-based public service reform. KONEPS, developed by
PPS, is now being introduced worldwide as an outstanding example of public reform
through e-Procurement.

The e-Procurement system has greatly enhanced efficiency and transparency through
reform of related laws and regulations, introduction of market competition,
improvement of face-to-face contacts between government officials and procuring
contractors, prevention of abuse of power by government officials, guarantee of
administrative appeal for customers, reduction of paperwork, systematic
management of documents, publication of information, sharing and co-use of
information, publication of civil petition processing, integrated management of
resources, etc. According to a research report?, thanks to e-Procurement by
KONEPS, businesses and public institutions were able to reduce their procurement
costs by 4.5 trillion Won (USD 4.5 billion) in 2005.

Revitalization of the market economy through e-Procurement has produced
intangible values, ie. advances in the national economy and public confidence in
government administration. Transparency in procurement processes and
responsibility of government officials in charge have greatly contributed to regaining
public confidence from the people who had been dissatisfied with procurement
administration due to public corruption.

Electronic processing of all procurement procedures from bidding notice through
payment has reduced customer visits to PPS as well as prevented submission of
overlapping documents through sharing and co-use of information. It also has had
other positive effects of ensuring data accuracy, quickly handling civil petitions and

3) Assessment of KONEPS Effects & Future Developments' (May 2005) - International Center for Electronic Commerce
(KAIST Prof. Lee Jae-Kyu et. d)
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complaints through information linkage, preventing development of overlapping
projects, providing statistical datafor policy decision, etc.
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Section 1
Background of the Procurement EDI
Pilot Project

EDI (Electronic Data Interchange) means replacing paper documents with electronic
ones and using electronic delivery methods instead of traditional document delivery
ones such as mail, telephone, and person. It refers to the electronic exchange of public
administrative forms among computers in accordance with a mutually agreed-upon
communication standard.

EDI : Computer to Computer Communication

ar ‘-~ ¢ ° N

@« L

Around 1970, the United States transportation industry suffered excessive competition
and attempted to switch to a network-based electronic exchange of dips. The system
developed in the course of it was the origin of EDI. POSCO developed Stedd VANDY, the
first EDI system in Korea, which enabled electronic document exchange between steel
users and agencies. In 1992, EDI was first adopted in the trade sector and soon began to
spread to the private and public sectors.

EDI, together with CALS (Continuous Acquisition & Logistics Support) and EC
(Electronic Commerce), has emerged as a crucial measure to rectify the high-cost, low-
efficiency structure of Korean businesses and public institutions.

The background of the emergence of EDI isasfollows:

First, with the introduction of computers to the workplace, dips output by the computer
of a company are input intact into the computer of another company. This enables

1) Vaue Added Network
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simultaneous automatic input, accurate timing, error prevention, and improved precision.

Second, with the intensification of market competition and the trend toward high-
variety and low-quantity, there are frequent cases where raw materias and parts are
ordered in small quantity. Frequent demand for small quantity orders has led to frequent
request for large-quantity, sub-unit information and to reduced lead time.

Third, with the free use of communication lines due to the opening of the VAN

business, VAN providers have taken the role of EDI vendors as communication media
among different companies.

Fourth, with the diversified business forms and the increase of users, there has emerged
aneed to develop standard formats.

Procurement EDI has been implemented as the top priority e-Government project due
to the following features.

First, it will realize asmall but efficient e-Government.

Procurement administration is a business involving over 37,000 demanding agencies
and over 120,000 suppliers. Therefore, automated procurement administration using
EDI can reduce the time and costs incurred in the contracting process, thus improving
work efficiency.

Second, it will provide abasisfor e-Commerce.

EDI isthe core technology for e-Commerce, the magjor means of transactionsin the 21st
century. Itsintroduction into the procurement field reflects the will to provide abasisfor
e-Commerce in the public sector and increase demand for e-Commerce in the
information society.

Third, it will provide amomentum for digitalization in the private sector.

Just as digitalized administration enables increased digitalization in the private sector,

procurement EDI, through co-use of procurement-related information, will improve the
work productivity of demanding agencies and suppliers and strengthen the national

competitiveness.
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Section 2

Outline of Procurement EDI

1. Analysis of relevant groups

<Picture 1> is a procurement workflow diagram illustrating the procurement processin
the national public sector and the stakeholders involved in procurement administration.
Government agencies are al demanding agenciesin public procurement administration.
When there occurs a need for a procurement item, the demanding agency submits a
procurement request to PPS.

Support

Governmental Bodies

Public Orgs. Central Bank

l purchase request

| =% l r; paymént request

Deliverer PPS \
orderl]bidding

T_supnly
Insurance 5 drantee Ament Setting bank

Company
Supplying Business

<Pic. 1> Procurement process & relevant groups

PPS receives procurement requests from demanding agencies, advises them of payment
notices and delivery requests, and places orders with suppliers. Suppliers deliver orders
to demanding agencies and receive payments via the Korean Central Bank from their
settlement banks. The role of each agency in relation to procurement is described in
<Pic. 2> & <Table 1>.
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<Pic. 2> Relevant association

<Table 1> Role of Each Agency within PPS in the Development of EDI

T

Central PPS

« domestic / foreign purchase & supply of government resources

« contracting & construction management of government facilities

« supply/demand control of government resources, standardization, management
inspection

« purchase & release of supplies

Central Depot

« purchase & supply of supplies, inspection, quality control
« procurement of foreign supplies
« supplies management

Local PPSs

« purchase & supply of local supplies

« procurement of foreign supplies, management & release of supplies
« contracting for local facility construction

« supplies management

Overseas Purchasing
Agents

« survey of prices in overseas markets, foreign purchase
« manufacturing inspection & shipment management of purchased supplies
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2. Progress of the Project

Procurement EDI was implemented stage-by-stage with the goal of full implementation
in 2001. Its progressis divided into 3 stages as shown in <Table 2>.

<Table 2> Progress of Procurement EDI

Demanding P
Stage Business Area Agencies Inforr(r;atlon HinK Interactive VAN
) St

Domestic Insurance
_Stage 1 (deeny (unit price contract 20 Pilot project Network, Private
Pilot Project Stage items) VAN
Domestic Full Private VAN,
500 implementation, | National Defense

1998~1999 (unstored & stored

goods) accountin (520) EDI/EC support | Procurement EDI,

preparation Financial Network

Stage 2
Expansion
Project Stage Tariff Network,
Foreign purchase Distribution
2000~2001  facility construction 2000 System Networ.k,
. (2520) Expansion Industrial
contracting A
Information
Network
SHRREENED ALY ) Full implementation All Ful Overseas VAN

Full Implementation Stage implementation

Stage 1, implemented from 1996 to 1997, is a pilot-project stage during which for the
EDI system was applied to areas requiring low system development costs but with high
efficiency, eg. procurement regquest (unit price contracting), procurement request change
(unit price contracting) and accounting and the EDI/EC support center system was
developed for e-Document distribution.

Stage 2, from 1998 to 2001, is an expansion stage during which the pilot system was
stabilized and the application of the procurement EDI system extended to more areas
and users (demanding agencies and suppliers).

Stage 3, since 2001, is a full implementation stage during which the developed
procurement EDI system was applied to all areas of procurement administration.
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Section 3

Procurement EDI Pilot Project

1. Outline

Government procurement has a rather complicated business system and it is not easy to
realize it as an e-Commerce system. However, as the United States administration
increased the demand for e-Commerce systems through digitalized federa procurement
administration, the Korean government also attempted to convert public procurement
administration to an e-Document exchange system for the national expansion of e-
Commerce nation.

Most of all, the volume, ripple effect, feasibility of the existing procurement
administration was considered in order to apply the procurement EDI-based e-
Document exchange system to 10 key business areas related to domestic purchase,
facility construction and accounting (See <Table 3>).

The entities involved in the pilot project include PPS, demanding agencies, suppliers,
guarantee insurers, and the government EDI/EC support center system for EDI
document exchange service. PPS is comprised of the Central PPS, Central Depot and
local PPSs. Demanding agencies are 20 central and local government agencies.
Suppliers are qualified EDI system companies with the intent to participate in the EDI
pilot project. Insurers are 5 benefit societies and guarantee insurers. The e-Document
exchange service is provided by the government EDI/EC support center and by
suppliers and demanding agencies using a private VAN.

The procurement EDI pilot project is aimed at managing e-Document exchange in 3
major business areas, ie. domestic purchase (unit price contracting for unstored goods),
facility construction, and accounting (deposit receipt). Automated unit price contracting
for unstored goods was limited to business areas involving delivery request and advice.
The processes improved by business process reengineering (BPR) were incorporated
into the PPT-internal automated processing system.

2. Architecture of the Procurement EDI Pilot Project System

The procurement EDI pilot project system includes EDI processing-related e-Document
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<Table 3> Business Areas & Related Forms of the Procurement EDI Project

; . Number of
Business Entities .
Task Relevant Form Transactions
Area Involved (1994)
Common
Business Bidding notice Bidding Notice Suppliers 5,366
(domestic, facility)
Procu_remen_t request Procurement Request Demandmg 122,114
receipt (unit price) agencies
. i I Suppliers
Delivery re_que_st & advice | Split Dellvery_ Request & Demanding 122,114
(unit price) Advice .
agencies
Delivery request change & | Delivery Change Request, Supplle_rs
; o : . Demanding 36,634
notice (unit price) Delivery Change Notice )
agencies
. ' . . Daily journals
Domestic Prellrzlr?rf];\(;)l/J r(]i:x?r/])t price Prellmlnaré e?tgrvey Price GINS providers 2,922
(unstored Suppliers
goods) Bid i i Bid ity E i
id security exer’pptlon id security Exemption Suppliers 72,419
letter submission Letter
Suppliers
Contract change request Contract Change Request |  Demanding 3,500
processing .
agencies
Bidding Bid Suppliers
. Construction Contract
Long-term continuous I
Request, Demanding
contract request & . ) 1,159
agreement Long-term Continuous agencies
9 Contract Notice
Bid & contract deposit Suppliers
. ) P Bid & Contract Deposit Guarantee
Accounting receipt . : . 118,963
(domestic, foreign, facility) Receipt Notice NSUrers
' ' Benefit societies
Total 12 document forms 485,191

relay systems of other entities involved. The EDI systems of supplier and guarantee
insurersin the public sector are excluded from the pilot project system.

The EDI relay system operated by the EDI/EC support center was utilized as the
environmental system for procurement EDI. This system enables exchange of
procurement EDI documents, serves as a gateway to a private VAN, and implements
the authentication of e-Documents. The e-Document exchange service has the function
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of delivering e-Documents sent by PPS, demanding agencies and suppliers to the
receivers. The EDI document conversion function serves small government agencies
who don't have their own conversion system. The BBS & e-mail function provides an

e-mail service aswell asinformation on bids, preliminary prices, items, prices.

Within the architecture of the procurement EDI system, PPS was committed to
processing procurement-related EDI activities, developing standard documents for e-
Document exchange, establishing an EDI server (Front-End Processor) for the Central
PPS, Central Depot and local PPSs, and facilitating its integration with the internal
business system. BPR of domestic purchase was implemented to restructure the internal
infrastructure system and to discontinue existing business activities and develop new

Local PPSs(15)

Applied —‘
{Conversiorf

TCP/TF
e

Pilot system(2)

Customs
network:

Fuston!

office

Nat'l defence
network
Nat'l defence

procurement
Financial
network
The Ba&
of Korea
Banks

(to be established)

Central PPS

Public Orgs,
(22,000 orgs.)
EE FEP
-
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fonersont | Pilot system
| = (20)
“BN—pm
High Speed Internet
Gov't IT Network
Eg%[l\l Expansion stage Log-in
,_ _ (except for the government bodies)
I_il ““ 7 businesses hopes to

Conversion
MHS
| Gaterway o1

(Communication| <

Gov't EDI/EC
Support Center

participate in the network
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] Value Added Network

Pilot system
(87 businesses)
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3 Supplying businesses
éstablished their own
EDI systems
(14,000 businesses)

<Pic. 3> System architecture of pilot project
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ones suitable for e-Commerce. Efforts were also made to automate the unit price
contracting for domestic purchase of unstored goods, from procurement request through
split delivery request (change).

3. Implementation of Business Process Reengineering (BPR) of
Procurement EDI

The process of procurement administration can be described in 4 aspects. First,
according to the purchase method, it is classified into domestic purchase, foreign
purchase and facility construction and other purchase. Second, according to the
contracting type, it is into lump sum contracting, unit price contracting and third-party
unit price contracting. Third, according to the contract method, it isinto (general, limited
or designated) competitive contract and (private or group) private contract. Forth,
according to the collection method, it isinto advance collection and post collection.

The procurement administration process is described mainly in terms of domestic
purchase as follows. Upon receiving a purchase request from a demanding agency, PPS

e-Board

DB' Purchase History
Purchase
request
Purchase
decision
Product Data .
details collection Contract Completion
* Relevant process Contract Payment
] P 080 Hisiory 089 [itory

<Pic. 4> Procurement administration process
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make a purchase decision after reaching an agreement on specifications with the
demanding agency. A genera or limited bidding notice is announced by the Ministry of
Government Administration or daily newspapers. A designated competitive bidding notice
isdelivered to designated companies. A private contract requires a private settlement.

The officia responsible for procurement decides preliminary prices from collected price
data. Supplier participating in the bid submit a bid security. The successful bidder
deposits bid bonds, signs a contract and delivers the contracted items.

The supplier requests payment after delivery. Upon the request, PPS makes a payment
decision and notifies the demanding agency of the payment. The demanding agency
advises PPS of the payment through the Bank of Korea. Then the supplier requests
payment online through a nationa treasury agency. The nationa treasury agency makes
the payment and advicesPPS of the payment receipt.

To provide a basis for e-Commerce, the information technology of EDI/EC is applied to
digitalized collection of purchase requests, bidding notice & bidding, delivery-related e-
Document exchange, and payment. The systems for those business areas were designed
to accommodate EDI and enable document exchange in the existing interna business

Announcement

via board Decision Bidding
on price process
Purchase Preparation Announcement Participation —_ )
decision for bidding via gazette in bidding & "

Announcement E
via Web

<Pic. 5> Bid process improved by using EDI
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system. They were also designed to alow the end users of PPS to properly manage
exchanged documents and accommodate a| possible types of document processing.

The e-Bidding system includes the basic functions of the existing digitalized bidding
system and provides digitalized bidding processing using EDI. In particular,
development of a business scenario for e-Bidding processing and research on system
implementation were undertaken to identify and address possible security problems. In
addition, system requirements for e-Bidding, eg. receipt of bid security receipt files, e-
Bidding, input of probable prices, verification of bidding qualifications, receipt of regular
bids and EDI bids, bidding processing, e-Bidding termination, and development of
security measures for e-Bidding processes, became more stringent.

The EDIFACT (KEDIFACT)? standard was applied to EDI standard documents for e-
Document exchange and the MIG (Message Implementation Guide) was used as a
document creation tool. This tool enables to load procurement EDI standard documents
into arelational database and make them available to the public at the web server of the
government EDI/EC support center.

An appropriate methodology was used to implement of BPR of the unit processes of the
unit price contracting for domestic purchase of unstored goods, from procurement
request through split delivery request (split delivery request change). A user-convenient
GUI (Graphic User Interface) was devel oped as part of the aim of the BPR to develop a
new client/server-based business system. Information technology was aso properly used
to link the existing domestic purchase system with later systems.

The procurement EDI FEP (Front End Processor)3) system is supported by various
functions including mult-processing, EDI standard, unmanned operation, convenience in
mapping, alarming, back-up/archive and was developed in a way to alow integration
with the internal business. In particular, it assures maximum standardization of failure
handling in the document exchange & conversion process and loads the results into the
management DB and makes them available to the users of theinterna business system.

2) EDIFACT (Electronic Data Interchange for Administration, Commerce and Transport): EDI internationa standards for
admingtration, commerce and transport that were enacted in 1987 by the UN/ECE Working Party on Facilitation of
Internationa Trade Procedures

3) FEP (Front End Processor): A small computer controlling the circuit of alarge computer
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° Section 4

-* Procurement EDI Expansion Project

1. Outline

In order to provide a basis for Electronic Government and strengthen the national
competitiveness, it was required to overcome the limitations derived from the 1997
pilot project. A system was needed to involve not only demanding agencies in need of
goods and services but also suppliers providing them. The supplier/finance/insurance/
trade/tariff networks of demanding agencies had to be structured as an information

<Table 4> Services Added during the 1st Expansion Project

Business Area

« Payment, bidding-related business
« Item/price list, demanding agency/supplier registration-related business
Other EDI/EC-applied documents

Applicable Documents

Development and application of 10 e-Document forms (eg. Payment Notice,
Payment Receipt Advice) each year

Entities Involved

PPS, all local PPSs and branches

2,500 (total: 2,520) demanding agencies

500 or more suppliers

Finance network, Tariff network, interactive private VAN

Expansion Plan

3-year development of 40 e-Document forms in accordance with the revised laws

& systems

Offering of free S/W for EDI users

Provision & support of education for procurement EDI users

Operation of a helpdesk for handling users' complaints

Encouragement of the preferential use of agencies and suppliers with large

transaction volumes

Support of the operation of stable relay systems

Provision of fee exemptions for procurement EDI users

Preferential connection to Trade/Finance/Tariff networks (In case of connection

failure, other networks are available)

Quick payment settlement to enable small businesses to increase their holdings of

liquid funds

. Continuous improvement of relevant laws and systems

« Selection of next year's EDI documents in accordance with procurement BPR,
laws & systems

. Next year's documents are developed a year in advance to be used for user

system development.
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network though which procurement administration-related documents are exchanged in
the form of e-Documents to ensure quickness & accuracy. There was a need for an
information system that can provide a basis for eeCommerce by enabling information
exchange & sharing among relevant agencies and suppliers. In order to overcome those
limitations and successfully complete the procurement EDI project, the procurement
EDI expansion project was implemented two times.

The 1st expansion project was implemented to improve procurement efficiency in
business areas other than procurement request receipt, procurement request change and
bidding notice, which were developed during the pilot project. Additional services were
added to the existing system as shown in <Table 4>.

The 2nd procurement EDI expansion project is the stage of completing the procurement
EDI project. It was mainly concerned with implementation of more highly automated
procurement administration and with further application of e-Bidding for enhanced
system availability.

Major Concerns of the 2nd Expansion Project

» Development of an XML document interface for PPS' automated foreign purchase & facility
construction business system

- Development of e-Documents for a new business system; modification & supplementation of
developed EDI documents into XML

. e-Processing of all procedures eg. bidding notice, bidding and bidding result notice; support of bidding
for small-sum purchase

« Registration & management of procurement-related products; provision of product & supplier
information for ordering

- Development of systems for demanding agencies and special businesses
« Introduction & development of security-related modules

« Performance improvement of the relay server of the National Computing & Administration Center

2. Architecture of the Procurement EDI Expansion Project System

The system developed for the expansion project is applied to 3 entities: PPS, Information
Link Center, and demanding agency. The expansion project system includes payment,
bidding-related business, item/price lists, demanding agency/supplier registration, and
other EDI/EC documents, which were not covered in the pilot project. The architecture
of the expansion system are described by entity in <Table 5> & <Pic. 6>.
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<Table 5> Description of the Expansion Project System by Entity

PPS

. Internal application automation through the
Domestic . -
introduction of EDI
Automation Accounting Automation of the whole accounting process
Stored goods Automated integration of the unstored goods system
Official document | Conversion of government official documents into e-

distribution Documents

Application Interaction between internal application and EDI
connection system

e-Catalog Provision of supplier product information in catalog

form

Customer information provision

Restructuring of management of information on
procurement EDI customers, eg. demanding agencies
and suppliers; provision of customer information via
web using X.500

e-Bidding security

Strengthening of human security during bidding
execution; e-Bidding information (message) security

Conversion registration

Creation of a conversion script file & its registration into
conversion S/W in order for an application system to
read a standard e-Document

Document tracking, document authorization,

Relay system support management of EDI users & system operation
. Web operation Homepage management & operation
Information Link
Center ) | i i -
Security system ;tgsgari e-Document encryption/decryption & e
- User authorization key issuance & management
User authorization
system development
. Development of a single PC S/W for exchange of
Single PC package added standard e-Documents
Demanding
Agency Web EDI Development of a homepage for exchange of added

(Public Orgs.)

standard e-Documents

Version management server

Single PC package version management & distribution
management
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Business automation server
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<Pic. 6> System architecture of the expansion project target system

There are 14 forms of standard e-Documents covering domestic purchase, accounting
and other purchases. The descriptions of them are summarized in <Table 6>.

<Table 6> Descriptions of Standard e-Documents

An e-Document PPS, having received a procurement request for domestic stored
Delivery Request goods from a demanding agency, uses to request a carrier for delivery from PPS
to the demanding agency

The demanding agency takes delivery of domestic stored goods from PPS and
Delivery Confirmation | sends a delivery confirmation (note) to the supplier and PPS. Then PPS checks it

(Note) against the procurement request from the demanding agency and notifies the
demanding agency of the results.

To request payment, the supplier prepares a payment request based on the

Payment Request delivery receipt sent by the demanding agency and sends it in EDI form to PPS.

Retention Payment

Request An EDI document the suppler uses to request PPS for retention payment.

Advance Payment

Request An EDI document the supplier uses to request PPS for advance payment.

Upon receipt of procurement request from a demanding agency, PPS requests
Delivery & Receipt the supplier to deliver. Upon delivery receipt, the demanding agency advises the
supplier and PPS of the 'delivery & receipt' in EDI form.

In case of advance notice, the notice is prepared in EDI form and then sent to
the demanding agency.

In case of post notice, the notice is prepared base on the delivery & receipt
from the demanding agency and then sent to the demanding agency.

Payment Notice
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Payment Order (Online
Banking Request)

The demanding agency, having received the notice in EDI form, prepares and
sends an e-Document that requests a national treasury agency (bank) for a
transfer from the demanding agency's account to the national treasury (PPS'
account). According to the Payment Decision, PPS prepares and sends an e-
Document that requests the national treasury agency (bank) for a transfer from
the national treasury to the demanding agency's account.

The national treasury agency, having received a payment order from the

Payment Receipt Advice demanding agency or PPS and made the account transfer, prepares and sends
the payment receipt to the demanding agency or PPS.
Payment Advice The national treasury agency receives a notice in EDI form from PPS and advises
(Finance) PPS of the demanding agency's payment.

Standard Contract

Standard contracts between PPS and a supplier are prepared in e-Document.
without the full contract text, The contract exchange is made by sending the data
required by the agreed standard, not the full text. The standard contract contains
e-Signatures for the purpose of non-repudiation concerning message integrity and
e-Document preparation & forwarding. The order of e-Signatures is determined
considering business characteristics.

Demanding Agency -
Supplier Change
Request

An e-Document used the demanding agency or supplier to request a change in
case of a change in its situation.

Common Official
Document

An e-Document PPS uses to inform suppliers or demanding agencies of official
notices.

Common Response

An e-Document agencies or suppliers participating in procurement EDI use for
business communication. It contains common matters not covered by the EDI e-
Document, or instructions on document handling.

3. The Effects of the Procurement EDI Expansion Project

Based on the systems developed through the procurement EDI pilot project, PPS has
implemented facility construction e-Contracting and incorporated most of the
procurement processes into the procurement EDI system. Through the expansion project,
it has dso converted all the previous documentsinto EDI form.
In 1999, the total number of transactions processed by PPS, demanding agencies and
suppliers was over 1.5 million. The application of procurement EDI has led to reduced
processing time, reduced document volume due to the conversion into an e-Document
system and reduced payment lead time, thus enhancing the productivity and efficiency of
procurement administration.
The expansion of procurement EDI is expected to have the effect of reducing the cogts by
50.2 billion Won annualy.
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<Table 7> Cost-Reduction Effect Due to Procurement EDI Expansion (Source: ' 98
Procurement EDI Expansion Project Planning)

Demanding .

1. Reduced processing time

Processed documents 1,204,919 782,616 790,989 2,778,524
Reduced time (hour) 1,781,400 1,446,853 2,054,911 5,283,164
Cost per hour (Won) 7,796 7,796 8,698

Reduced cost (mil. Won) 13,888 11,280 17,874 43,042

2. Reduced document volume

Reduced documents 684,813 283,479 550,897 1,519,189
Reduced cost per document (Won) 126 126 126
Reduced cost (mil. Won) 86 36 69 191

3. Reduced postage

Number of mailings 684,813 283,479 968,292
Cost per mailing (Won) 190 190
Reduced cost (mil. Won) 130 54 184

4. Reduced fimancial cost

Domestic supply amount ('97) (mil. Won) 5,154,700
Financial cost Annually 12%
Reduced payment lead time 4 days
Reduced financial cost (mil. Won) 6,779 6,779
Reduced cost: total (mil. Won) 14,104 11,370 24,722 50,196
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Development of
the e-Bidding System (GoBIMS)
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¢  Section 1
-<* Outline of the Devel opment of the
e-Bidding System

The current e-Bidding system, which enables to send a bid through cyber-space, was
first introduced by the procurement EDI pilot project in 1997. However, due to the
conflicts of interest involved in e-Bidding and insufficient laws and systems, the
development of an e-Bidding system was intended to be implemented after its pilot
application to the facility construction area. However this was also unsuccessful due to
insufficient laws and systems, just enabling e-Bidding by OMR card. In the end, the
introduction of an e-Bidding system, promoted by the procurement EDI pilot project,
turned out to be unsuccessful. It was attempted again by the “government procurement
EDI/EC expansion project” in 2000.

<Table 8> The Budget Size of the Government Procurement EDI/EC Expansion Project
(Unit: mil. Won)

SIW S\ H/W
Developmert

« Public Procurement Service 3,857 3,986
Procurement ED| System 2,500 44 - 2,544
e—Bidding System 522 - 4 525
Procurement EC System 834 82 917 -
« National Information Society Agency 597 189 413 1,197
Total 2,454 315 413 5,183

“The procurement EDI/EC expansion project” was implemented from May 2000 until
April 2001. It expanded the coverage of electronic procurement EDI/EC in the
domestic purchase and accounting areas to cover the foreign purchase and facility
construction areas. It also contributed to expanding Internet shopping malls. In a
nutshell, the procurement EDI/EC expansion project is a completion of “the
procurement EDI project”, which beganin 1997.

The development of an e-Bidding system was implemented from May to October 2000
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by PPS and its contractor(Samsung SDS). On September 20, 2000, a temporary
homepage was opened to issue e-Signatures to suppliers and register them as e-Bidding
users. The e-Bidding system began its operation with the opening ceremony held in
COEX, Seoul, on November 3. It began full operation in January 2001, when the
Nationa Contracting Act, the basisfor e-Bidding, was amended.

In order to allow PPS to play a leading role as the national contract management
agency, the e-Bidding system was scheduled to be developed by October 2001, earlier
than the expansion project. It took over 5 months to complete the system. In spite of
time pressure, the opening ceremony was able to be held as scheduled on November 3.
This was thanks to the intensive use of more manpower than planned. Some personnel
responsible for the core aspects of the system were tied up developing the system for
over 3 months, over 18 hours aday. As aresult, the first e-Bidding system in the public
and private sectors was created.
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Section 2

Features of the e-Bidding System
Deve opment

1. Priority Decision for e-Procurement Management

The most distinctive feature of the e-Bidding system development is absolute business
priority decision. As outlined in Progress of the Project, the e-Bidding system
development was not an independent project but a part of ‘the procurement EDI/EC
expansion project (2000)’. Its development was implemented after business area
analysis and design and later accelerated by the use of additional manpower. This was
done to keep the promise to “complete the e-Bidding system development by October”,
as dready announced internally and externally. At first, the contract was scheduled to
be signed in February or March and the development was to be completed over
7~8months. However, the contract was signed around the end of May due to
unexpected delays in the budget preparation process. Nevertheless, the goal of
completing the system development by October was maintained from the judgement
that it should go into operation in November and undergo a testing period for 2 months
prior to the full implementation of e-Bidding in January 2001.

The amended "The Act on Contracts to Which the State is a Party |, the basis for e-
Bidding, was scheduled to go into effect in January 2001. It was therefore judged that
the system should undergo a verification process in November and December by
implementing small-sum e-Bidding for private contract purchase.

There was another judgement that PPS should develop the system earlier than other
agencies in order to, besides enhancing its status as the national contracting agency,
prevent other agencies from developing their own e-Bidding system. PPS failure to
produce leading results would possibly make its e-Bidding system, initially developed as
a government-wide system, available only to PPS itself. This could make it difficult to
expect the positive effect of preventing overlapped system development and reducing the
nationa budget through the standardization and co-use of the national contracting system.
For the reasons above, PPS gave a priority to the e-Bidding system development, like a
private business who may be driven out of the market due to its delay in new product
release. If PPS develops and establishes the system earlier than other agencies, it can
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provide them the opportunity to benchmarking. The development and operation of the e-
Bidding system has achieved the desired effect of reducing the national budget by
reducing the factors that motivate other agenciesto develop their own system.

The reduction of the national was also the god of the Innovative Planning Service for
G2B Promotion ; project, which was jointly sponsored by 8 government agencies
including Min of Strategy & Finance. A Tsingle procurement window ; was proposed to
be set up to enhance the convenience of businesses and prevent budget waste. The
operation of the GoBIMS has alowed other agencies to implement e-Bidding using
PPS system without devel oping their own system.

2. Improvement of Relevant Laws & Systems

Another feature of the e-Bidding system development is the improvement of relevant
laws and systems. Theoretically speaking, it is most appropriate to, through BPR
(Business Process Reengineering), develop a bidding system that is appropriate for
online bidding. However, as in many digitalization projects, the system was devel oped
in such away that it fits into the existing system, leaving unsatisfactory outcomes. The
e-Bidding system development was basically designed to accomodate all the existing
business procedures and systems. Nevertheless, some systems needed to be newly
created for the following two reasons.

The first was that there were no existing systems in place. Another was that there were
needed some regulations for preventing bidding-related conflicts and ensuring legal
stability.

The former includes regulating the confirmation and time of e-Document exchange and
clarifying the validity and responsibility of e-Signature based on the Framework Act on
Electronic Commerce and Digital Signiture Act. The latter includes regulations on
system failure handling and successful bidder declaration.

The new regulations adopted in the course of the e-Bidding system development
include Stipulations for e-Bidders (Sep. 19. 2000), Stipulations for e-Bidding executives
(Nov. 13. 2000), Specia guidelines for facility construction e-Bidding (Sep. 28. 2000),
Specia guidelines for purchase e-Bidding (Oct. 10. 2000).

Stipulations for e-Bidders defines the rights and duties of PPS and bidder (suppliers) in
relation to the participation in and use of e-Bidding prior to the commencement of

50 Korea ON-line E-Procurement System



Chapter 2 Development of the e-Bidding System(GoBIMS)

registration on September 20, 2000. For registration, users are required to undergo an
agreement procedure. Stipulations for e-Bidding executives defines the rights and duties
of the public institutions and PPS, the system operator, in relation to the co-use of the e-
Bidding system. For registration as an e-Bidding executive, officials from public
institutions are required to undergo an agreement procedure.

The registration of public institutions was commenced after the system was opened in
November 2000. Specia guidelines for facility and purchase e-Bidding was prepared
prior to the forma mock bidding scheduled for the end of October and contains the
contents unique to e-Bidding.

All above regulations have a mutually complementary relationship in the system
development. Problems arising from the regulation process are reflected in the system.
The system devel opment results are reflected in the regulations to compl ete the system.

3. Systematic Connection to Relevant Agency Systems

To alow public ingtitutions or demanding agencies to access the e-Bidding system to do
their e-Bidding work online, the e-Bidding system requires a systematic connection to
their systems, as shown in <Picture 7>.

The basic services involved in the e-Bidding system are the certified authentication
services provided by KOSCOM, KICA, NCA, etc. Without an e-Signature certificate
issued by a certified authority, bidding executives or suppliers are not allowed to
participate in a bidding. For complete security, every work process system is connected
to the certified authority's system to confirm the validity of the certificate. With an
invalid certificate that does not provide legal protection, bidding participation is
impossible. All systems are connected viathe Internet.

The NCA, a third-party government agency, issues an encryption certificate to every
bidding. When a bidding executive posts a bidding notice, bidders receive the
encryption key and encrypt their bid using this key. Therefore, it isimpossible to open a
bid without the encryption key.

Even th PPS system mangers cannot regenerate an encryption key without the
cooperation of the NCA and the bidding executive concerned. Bids are protected by
dud or triple security measures.

In the case of collecting the bidding fee according to the conditions contained in the
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bidding notice, the KFTC (Korea Financial Telecommunications & Clearings Institute)
provides an Internet banking service that enables a transfer from a supplier's account to
the noticing agency through the Internet payment relay system. Without paying the fee,
it isimpossible to participate in the bid.

Last, suppliers, using the system connection among 10 guarantee insurers, visit their
guarantee insurer to prepare a bidding guarantee and send it in e-Document to PPS.
They don't need to submit their guarantee to the noticing agency.

4. Sensitivity & Adaptability

Considering how desperate suppliers fed to get a contract for hundreds of millions to
tens of billions of Won, transparency and security are important keys to the success of
the e-Bidding system. It is therefore very important to ensure confidence that there
won't occur any security problem in the bidding process. The bidding process need to
be completed within the stated time period so as to maintain the confidence in the e-
Bidding system and induce bidders to accept the result. Any failure with an e-Payment
system can be readily addressed.

PPS/Public Orgs.
National Information

Korea Financial @ B roiice Society Agency (NIA)
Telecommunications @1 5id oponng

and Clearings ‘

Institute (KFTC) @ Awardee notice

/ f \ K\ /vo Issue an encrypted key

\ by bid on notice
-1 Bidding O-1 Verify the encrypted key
(payment) on bid opening
@-2Bidding @ Bidding @-1 Bidding
(submission of e-certificate) (e-signature) (pre-verification)
~ Supplying company Public certification
10 Surety companies A npply forfissue an authority
e-signature certificate

<Pic. 7> Linkage system of relevant organizations
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A delay in handling the failure won't pose any serious problem. However, thisis not the
case of e-Bidding. If a failure occurs during the closing time, it will cause a delay in
bidding processing and produce innocent victims. Thiswill lead to law suits. The stable
operation of the e-Bidding system isthe key element to its success.

5. Legal Stability for the Application of the Certified Authentication
Services

The most important feature of the e-Bidding system is the application of e-Signature
issued by a certified authority. To address the problems arising from the non-face-to-
face nature of e-Commerce, the government designated certified authorities with
prescribed qualifications. The certified authentication services provided by certified
authorities provides the basis on which to ensure stability in al e-Commerce aress ie.
Internet banking, Internet shopping, and Internet petitioning. The effects of the certified
authentication services are as shown in <Table 9>.

<Table 9> The Effects of the Certified Authentication Services

Authentication Identification of transaction parties

Integrity Verification of changes in exchanged e-Documents
Confidentiality Reference by third-parties

Non-Repudiation Non-repudiation of e-Document exchange

A common user management & encryption procedure is insufficient in conducting a
real-time online bidding involving conflicts of interest. The certified authentication
services ie. authentication, integrity, confidentiality and non-repudiation are necessary in
order to ensure lega stability. Authentication and non-repudiation have the same effect
asthe seal on the bid. Integrity and confidentiality provide adequate security for the bid.
The services have been improved in the technical as well as legal aspects. Article 6 of
the Framework Act on Electronic Commerce defines the legal validity of e-Signature as
follows.
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Article 6 (Validity of e-Signature) (1) Except as otherwise provided in any other
Acts, an e-Signature authenticated by a certified authority under Article 16 shall be
deemed to be a legally effective signature or seal.

® An e-Document with an e-Signature under Paragraph 1 shall be presumed not

to have been altered since it was signed by the creator.

Under Article 6 Paragraph 1, the seal on the bid can be replaced and a normally e-
Signed bid has the same legal validity as a sealed one. This is closely related to
authentication and non-repudiation. A bid submitted online plays the same role as the
one submitted by the supplier itself.

Even a bid sealed and submitted by someone other than the person concerned is
deemed to have the same legal validity. Without such legal and technical validity of
e-Signature, it is impossible to implement a bidding, a highly sensitive task, via the
Internet. As a result, e-Signature, which was introduced in the early stage of the e-
Bidding system development provides the basis on which to ensure stability in e-
Bidding involving conflicts of interest.

The NCA, KOSCOM, KICA, and KFTC were designated as the certified authorities
to provide the authentication services needed to implement e-Signature. PPS basically
reached an agreement to apply all the authentication services provided by the certified
authorities in the order that they are incorporated into the e-Bidding system. Then it
began to develop a system for the application of the certified authentication services
and, on September 19, signed the "Agreement on the Application of the Certified
Authentication Services of PPS e-Bidding System jwith the KOSCOM and KICA.
The historical registration of e-Bidding suppliers began on September 20.

6. Spread of the e-Bidding System

The e-Bidding system could spread to public institutions for the following 4
important reasons.
The first is Tthe Guidelines for the Use of the Government Bidding Integrated
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Management System ;, which began to be implemented on March 2000. The
Guidelines, composed of 8 chapters and 54 sections, are instructions on e-Bidding
operation & execution by public institutions. The Guidelines is a systematic and
prescribed guidelines containing e-Bidding-related administrative and technical
information, eg. bidding notice examples.

The second is the online issuance of e-Signature certificates by bid executives, which
began to be implemented on March 15, 2000. With the coming introduction of a
payment system for certificates issued to suppliers, e-Bidding executives had
consultation with certified authorities in order that, from March on, certificates are
issued online and e-Bidding is executed using PPS-held information.

Each agency was previoudy required to individually contact a certified authority for
registration for e-Bidding. From March on, however, it became possible to set up and
register a certificate on the Internet.

The third is the Guidelines for Spread of e-Bidding, which was published by Min of
Strategy & Finance on April 14, 2000. The Guidelines recommends that agencies
without their own e-Bidding system use PPS system for budget reduction and
national contracting standardization. This enhanced the status of PPS system. The
Guidelines presented the principles of using PPS' e-Bidding system and encouraged
wider use of it.

The last is the online payment of bidding fees viathe KFTC, which was implemented
in May 2000. A number of local governments and educational organizations made up
for their lacking local tax revenues with bidding fees. PPS started system
development in February and succeeded in developing the function of paying bidding
fees using the KFTC's Internet Relay Settlement System in over 3 months, enabling
suppliers to pay fees from their account to the noticing agency's registered account.
This has greatly influenced the spread of e-Bidding to local governments.

In July 2000, Min of Public Administration & Security concluded that all local
governments should jointly use the e-Bidding system. In September, Min of Land,
Transport & Maritime Affairs concluded that all its subagencies should jointly use the
e-Bidding system. Despite other over 10 individually developed e-Bidding systems,
PPS e-Bidding system has become the government's e-Bidding system.

Public Procurement Service 55



D 2008 e-Procurement White Book
Part 2. Development of the e-Procurement System for Centralized Procurement

<Table 10> Use of e-Bidding by Public Agencies (End of March, 2001)

Goods Purchase Facility Construction & Service
Agency
PPS

Biddings Applicants Biddings Applicants Biddings Applicants

1,036 2,910 135 44,593 1,171 47,503
Other Agencies 16 66 14 1,783 30 1,849
Total 1,052 2,976 149 46,376 1,201 49,352

* Other Agencies include Korea Railroad, Seoul - Jeonbuk Regional Communications Offices, Korea
Agricultural & Rural Infrastructure Corporation, Korea Resources Corporation and Korea Tobaco & Ginseng
Corporation (42 bid notices have been posted by 13 agencies including Construction Safety Management
Center of Seoul)

* Korea Railroad and Min of Information & Communications implemented full use of e-Bidding for domestic
procurement in April.

56 Korea ON-line E-Procurement System



Chapter 2 Development of the e-Bidding System(GoBIMS)

Section 3

Opening of the e-Bidding Age

1. Birth of the e-Bidding System (GoBIMS)]

In September 2000, PPS opened the e-Bidding homepage at www.ebid.go.kr to provide
e-Bidding services. The reason PPS could use the domain name ‘ebid’, which means
Electronic Bid, was because it developed an e-Bidding system much earlier than other
public agencies.

o

<Pic. 8> e-Bidding Web Site

The e-Bidding homepage is a temporary one for providing users with information (eg.
Notices, Q& A) and enabling user registration. After its opening on November 3, it was
used as an e-Bidding system homepage. This was because it was devel oped too hastily
to provide various functions.

On January 11, 2001, despite its bad start, the e-Bidding homepage was reborn with the
name“GoBIMS’.

GoBIMS reinforced its basic functions (eg. Data Depository) and provided links to PPS
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business directories listed on PPS homepage (www.pps.go.kr) to enable users to access
data concerning PPS and public bidding procedures at one place and download data
concerning e-Bidding application (eg. relevant regulations, users manuas). Moreover,
the Hot News function was added to allow quick retrieval of e-Bidding-related data.
The most important feature of the new homepage is the function implied by its name
GoBIMS (Government Bidding Integrated Management System). The function is
strikingly different from that implied by the name of the old homepage “PPS e-Bidding”.
‘PPS e-Bidding’ implies ‘e-Bidding implemented by PPS while ‘ Government Bidding
Integrated Management System’ implies e-Bidding by all public agencies as well as
PPS. It dsoincludes notice of &l bids, ie. both e-Bids and written bids.

With the increasing co-use of GoBIMS by public agencies the per-agency, BBS serves
to provide each agency with a convenient method to notice suppliers of any missing
information. This suggests that GoBIMS is hot just PPS system but the nationwide e-
Bidding system.
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<Pic. 9> GoBIMS website

58 Korea ON-line E-Procurement System



Chapter 2 Development of the e-Bidding System(GoBIMS)

2. Opening Ceremony for the e-Bidding System

The e-Bidding system development was completed at the end of September 2000. For
the next one month, the system conducted a mock bidding. Finaly, on November 3,
2000, an “opening ceremony for the e-Bidding system” was held in COEX, Seoul,
attended by more than 150 guests including Jin Nyom Minister of Finance & Economy,
Lee Seok-Yeon, the Secretary-Genera of the Citizens Coalition for Economic Justice,
and representative of government organizations, civic groups and businesses. It signaled
the opening of the government procurement e-Bidding age.

The successful opening ceremony was also attended by representatives of SI businesses
and certified authorities.

The opening ceremony was fully covered by the press and television, including KBS,
MBC, KTV, Dong-a Daily, Hankook Daily, Electronic Newspaper, and Yonhap News
Agency.

With the opening of the e-Bidding age, it became possible for bidders to participate in a
bidding conducted by a public agency viathe Internet without traveling to the site. The
e-Bidding system ensured the legal validity of non-face-to-face online bidding by
applying the e-Signature and time-stamping services provided by certified authorities
under the Basic e-Commerce Ace and Digita Signiture Act.

The e-Bidding system was intended to be jointly used by public agencies with a high
rate of independent purchasing, eg. Korea Railroad. This enabled to implement a
bidding using PC without any additional investment.

The opening of the e-Bidding age, which started in PPS, drew considerable attention
from every sector of society because it was the first outcome of the e-Commerce
development policy driven by the government. Under the goa of becoming aleading e-
Commerce country by 2003, the government established a master plan for e-Commerce
development in the early 2001 and since then has been implementing various policiesin
the private and public sectors.

For full use of the e-Bidding system, PPS devoted considerable time to ensuring
stability. Thanks to certified authentication, an e-Bid submitted with an e-Signature on
it has the same effect as the one submitted with a seal on it. The need for certified
authentication has been recognized by many countries around the world, eg. USA and
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Japan but there have been few cases of it. Meanwhile, Korea has early established a
certified authentication system due to e-Bidding.

With the opening of the e-Bidding system on November 3, 2000, Korea became the
world's fourth country to implement e-Bidding, preceded by the USA, Singapore and
Hongkong. Considering that Hongkong and Singapore implement e-Bidding for goods
purchase contracts only, not for facility construction contracts, Korea can be considered
to be the world's second country to e-Bidding, only next to the USA.

e—Bidding Implementation in Other Countries
(November 2000)

« Many agencies under the Dept of Defense are implementing e-Bidding. The
Procurement Department is using the DIBBS (DSCC Internet Bid Board System)
to implement Internet-based e-Bidding.

The 8th Army began to implement e-Bidding in 1997. In 1999, 95% of the total
bidding was implemented through the e-Bidding system.

7 state governments including California and Texas are implementing e-Bidding.

GSD (Government Supplies Department), Hongkong's central procurement
agency, developed and has been operating the ETS (Electronic Tendering
System).

ETS provides various functions such as supplier registration, bidding notice, bid
receipt, successful bidder notice, etc.

Sealed Bidding was also accepted except for cases where complicated
specifications are required.

The actual operator is C&T, a private business. For its service, HK$800.00 should
be paid annually to C&T or HK$20.00 should be paid each time to C&T (Free for
registered suppliers).

Ministry of Defense (MINDEF) is operating an e-Bidding system named MIPS
(Mindef Internet Procurement System)

The system provides various functions such as bidding notice, estimate
submission, purchase order receipt and invoice. e-Bidding is available for
standardized market goods worth S$30,000 or less.

60 Korea ON-line E-Procurement System



Chapter 2 Development of the e-Bidding System(GoBIMS)

3. Korea's First e-Bidding Implementation

Even after the opening of the e-Bidding system, PPS till had yet to make full use of it.
Several pilot implementations were conducted to establish a plan for full
implementation.

Under Article 26, Paragraph 1 Item 5 of the TAct on Contracts to which the State is a
Party |, it has been decided that, as of November 1, 2000, e-Bidding will be implemented
for constructions with an estimated price of 100 million Won or less (70 million Won for
specid constructions, 50 million Won for electricity - IT - fire congtructions). It has also
been agreed that, as of January 1, 2001, e-Bidding will be implemented for lump-sum
constructions with an estimated price of 5 billion Won or bel ow.

On December 13 2000 at 3 pm, for the first time after the opening of the e-Bidding
system, the Seoul local PPS conducted the Communications Corporation's e-Bidding
for the congtruction of the Itaewon 2-dong parking lot. The e-Bidding was participated
in by 121 businesses, who submitted their bid by 2 pm.

It took only less than 5 minutes to complete all the procedures from expected price
selection through dua bidding inspection to bidding result announcement and post the
bidding result on the homepage. Given the fact that the Electricity Corporation's
traditional bidding for the construction of the Itaewon 2-dong public parking lot
required 45minutes, e-Bidding is a highly effective way to reduce time. e-Bidding has a
special significance in the current situation where the number of participating biddersis
so large that mailed bids are opened a day before the bidding.

There were visible positive results from e-Bidding, eg. reduction of time and cost and
prevention of bid preparation errors. Despite these advantages, however, only 3 out of
10 e-Biddings for facility construction were conducted during December. This was due
to lacks of system requirements, understanding among suppliers and legidative support
for e-Bidding and due to some officials negligence arising from lack of their awareness
of cyber transaction.

PPS introduced a bidding observer system to alow bidders to observe the bidding
process. Upon bidding completion, PPS publicized the bidding prices, the selected
preliminary prices, the preliminary price selection numbers and the number of
participating bidders on the Internet, thus enabling participating bidders to monitor all
procedures in real time. The dua preliminary prices and the selection results were aso
publicized to enhance transparence in all e-Bidding procedures. Furthermore, PPS
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continuously promoted the advantages of e-Bidding to raise the awareness of e-Bidding
among suppliers and users.

4. Expanded Use of the e-Bidding System

A. Efforts for the Spread of e-Bidding
From its planning stage, the e-Bidding system was developed as a genera -purpose
system available to both PPS and other public agencies. With the expectation that it
would be used by many public enterprises in its development stage, PPS made a lot
of efforts for the spread of the system, e.g holding workshops to meet the
requirements of various agencies concerned.
However, from November 3, 2000 to February 2001, the government e-Bidding
system was used for only 7 e-Biddings made by two public agencies, ie. Korea
Railroad and Korea Agricultural & Rura Infrastructure Corporation. During the
same period, 140 mock biddings were conducted by public agencies, eg. Korea
Tobaco & Ginseng Corporation and Busan Regional Communications Office, in
order to help raise the understanding of e-Bidding among officials concerned and
suppliers.
72 bidding executives from 15 agencies aready completed their user registration.
The full-scale spread of the e-Bidding system began in March 2001.
The backgrounds of e-Bidding expansion included the online issuance of e-Signature
certificates for bidding executives, the 2001 Guidelines for e-Bidding Expansion
(Ministry of Planning & Budget), the online payment of bidding fees, etc.

B. Simplification of the Registration Procedure for Public Agencies &
Education for the Spread of e-Bidding
The traditional bidding process required each agency to request a certified authority
for its registration for e-Bidding. However, with the start of the online e-Signature
certificate issuance by bidding executives, it became possible for public agencies to
conveniently set up a certificate on the Internet.
The registration procedure was simplified and education for users from public
agencies was provided in order to encourage their use of the e-Bidding system. From
January to February, 2001, 18 explanatory meetings were held for facility suppliers.
From March 5 to the late November, over 110 explanatory meetings were held for
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over 3,700 from over 2,100 agenciesto provide education on e-Bidding.

To address the lack of personnel responsible for education on e-Bidding, PPS, in
association with Ministry of Industrial Resources, provided regular education at the
e-Commerce Resources Center (ECRC). The education was also provided at its 23
local centers.

C. Development of Government Policy for Joint Use by Public Agencies

Just as the simplification of the user registration procedure for public agencies and
the implementation of the guidelines provided the basis for e-Bidding expansion, the
re-Bidding Expansion Guidelines for Realization of e-Government ;, released by
Ministry of Planning & Budget in April 2001, provided the direct impetus for the
accelerated expansion of e-Bidding among public agencies.

As part of its cost-reduction effort through the provision and co-use of e-Government
administrative services, Ministry of Planning & Budget developed a policy for thejoint
use of GoBIMS by al public agencies. Developed through continuous collaboration
between PPS and Ministry of Planning & Budget, the Guidelines presented the
principles of using PPS e-Bidding system and encouraged wider use of it.

D. Online Payment of Bidding Fees & Expanded Co-Use of the e-Bidding
System by Local Governments
Despite Ministry of Planning & Budget's Guidelines for co-use of e-Bidding, loca
governments depended on e-Bidding less frequently. In May 2001, however, it
became possible to pay bidding fees online using the KFTC. Since then, a growing
number of local governments have begun to use the e-Bidding system.
As mentioned before, a number of loca governments and educational organizations
made up for their lacking local tax revenues with bidding fees from participating
bidders. Conddering this redity, PPS developed the function of paying bidding fees
using the KFTC's Internet Relay Settlement System over 3 months, enabling al loca
governments to use e-Bidding. As a result, it became possible for local governments
and biddersto handle their transactions online using the e-Bidding system.
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Section 4

Digitalization of e-Bidding-Related
Busness Processes

1. Completion of the Procurement EDI/EC System

The e-Bidding system development is not an independent project but a part of the
procurement EDI/EC expansion project. PPS has paved the way for the reduction of
time and cost and for the realization of a small but efficient e-Government by
converting the annual over 4 million documents exchanged among PPS, public
agencies and suppliers into el ectronic form and enabling their network-based exchange.
From 1997 to 2001, PPS implemented the procurement EDI/EC project steadily and
stage-by-stage in order to promote e-Commercein the private sector.
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<Pic. 10> Exchange of EDI
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Meanwhile, PPS established an Internet shopping mall in October 1998 to alow public
agencies to purchase administrative goods with one click. In March 2001, PPS began to
operate 'Procurement e-Mall', through which EDI and Internet shopping mall were
restructured into XM L -based administrative goods purchase and unit price contracting.
The completion of the system for e-Document exchange among PPS, public agencies
and suppliers has provided the basis on which to realize Paper-less Office, where
electronic, not paper, documents are exchanged in cyber-space.

2. Development & Operation of the e-Payment System

The 2 major forms of e-Commerce in the government procurement sector are e-
Procurement and e-Payment.

PPS implemented various government procurement e-Commerce activities such as
procurement EDI/EC, Internet shopping mall and e-Bidding and, as a result, e
Commerce was rapidly expanded. However, the wide use of e-Commerce was limited
by the non-electronic payment processing. Electronic processing of al procurement
procedures from procurement request receipt to payment, or automated end-to-end
processing, required the realization of e-Payment, which is the true core of e-
Procurement.

Magjor advanced countries have enabled automated payment processing using e-
Payment means such as government purchase card. In the USA in 1999, the GSA paid
1 billion dollars electronically using a program called SmartPay. 72% of the state
governments are known to have developed or be developing an e-Payment system.
Other advanced countries such as Australia and U.K. have aso focused on providing
government procurement e-Commerce services, especialy e-Payment.

PPS has aso implemented electronic fund transfer (EFT) since 1998. However, the
interaction with the procurement EDI network and KFTC's financial EDI network was
not realized due to banks unwillingness to participate. In 2000, PPS changed its
direction and sought to realize the interaction with the Bank of Korea for electronic
fund transfer.

After over a year of preparation for system development and standardization, PPS
abandoned its 50 year-long method of manually issuing nationa treasury checks for
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payment to suppliers. On June 18, 2001, PPS began to implement the EFT service that
enables electronic account transfer on a computer terminal in the office.

The previous payment method was based on the issuance of nationa treasury checks.
Upon receiving a payment request from the supplier, the national treasury agency made
apayment transfer viathe KFTC to the supplier's bank account.

With the conversion to the EFT method, the central PPS adds up the payment amounts
reported by local PPSs and reports the total payment amount to the Bank of Korea.
Then the Bank of Korea makes an electronic fund transfer to the suppliers’ bank
accounts. This has reduced the time taken for suppliers to receive their payment by over
30 minutes on average and alowed PPS to save the administrative costs required for
national treasury check issuance.

3. Entrance into the e-Guarantee Age

Following the introduction of the e-Bidding system in November 2000 and the
implementation of the e-Payment system in June 2001, PPS began to provide an eectronic
guarantee sarvice asameansto redize adigital government on August 13, 2001.

In the past, suppliers wishing to participate in a bidding or contracting were required to
make the first visit to a guarantee insurer to get a guarantee printed on paper and make
the second visit to PPS to submit it. With the e-Guarantee service, however, it became
possible to process a guarantee business on a computer termina in the office without
visiting a guarantee insurer or PPS.

The e-Guarantee business was implemented as part of the government procurement
EDI/EC expansion project (2000). Other businesses of the project began to be provided
in March 2001. The delayed implementation of the e-Guarantee service was due to the
need for adequate time to determine the persons or agencies eligible for the e-Guarantee
service though consultations with 10 guarantee insurers and sign an agreement
concerning the implementation of the e-Guarantee system, and due to the delay in
improvement to the guarantee insurers' interna systems.

The electronic receipt of a written guarantee is conducted as <Pic.11>. The supplier
requests for a guarantee by computer. Then, the guarantee insurer concerned issues an
e-Guarantee and sends it viaNCA to PPS. Finaly, PPS sends back a guarantee response
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to the guarantee insurer.

Suppliers were no longer required to visit a guarantee insurer or public agency to receive
and submit a guarantee, thus reducing their time and cost. Guarantee insurers were aso
no longer required to issue guarantees in paper form, thus reducing their issuance costs
and enhancing their competitiveness. As a result, civil services were greatly improved
and operating expenses were reduced by about 12 hillion Won annualy.

Certification PPS

! f_gtjgg:\lte“{a) NIA (certification Q&A)

Supplier

(certificate request)

(D When an e-Certificate is issued by the certification authority, it is transferred to
PPS by way of NIA,

@ PPS confirms the safe delivery of the e-Certificate, and responses to the
certification authority by the certification reply.

<Pic. 11> Conceptual workflow of e-Guarantee

The e-Guarantee system is available to both PPS and other public agencies using the
GoBIMS. As a resullt, the use of PPS e-Commerce system could spread rapidly to al
government and public agencies, thus making a significant contribution to the
redlization of an e-Government.
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Chapter 1 Outline of the Establishment of the National Integrated e-Procurement System (G2B)

° Section 1
°

++* Background

The public procurement volume of Korea covered 47% (USD 67 B) of total the budget
volum (USD 142B) as of 2001 when the national integrated c-procurement system was
established, which had a potential effect on nationa economy in Korea.

The procurement administration was conducted traditionally based on complicated
processes and documents. This process originated from a convention in which the
government had to clarify the limit of responsibility in executing the government
budget on the basis of a contract with a private business and to secure the legitimacy of
a procedure. In addition, public administration has its own characterigtic in that it is a
cross-governmental common service. For the administration of an organization and
promotion of business, this procurement service is essential to purchase goods or
contract construction.

For this reason, mammoth procurement agencies such as PPS, HQ for National Defense
Acquisition and Korea Electric Power Corporation established their own e-Procurement
systems. PPS established a basic plan for e-Procurement in 1966 and set up a
procurement EDI/EC system, and public corporations such as the Ministry of National
Defense (MND), Korea Electric Power Corporation (KEPCO) and Korea National
Housing Corporation (KNHC) have operated an internal procurement information
management system, a business automation system and a data interchange system with
private business.

However, the operation of an e-Procurement system in a certain agency produced
satisfactory results in some parts, but absence of a single window for public
procurement made users inconvenient, which stirred public organizations including
Korea Speciaty Constractors Association and Korea Electrical Contractors Association
to appeal for the unification of e-bidding systems?, and caused organizations to overlap
in investment due to lack of standardization because of individual establishment of e-
Procurement systems.

1) Even if many public sectors have used GoBIMS since 2001, but it was not mandatory; instead, some agencies was
running its own e-bidding system.
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So far, there have been no single window to have a glance at total procurement
information of public organizations such as central bodies, local autonomies, public
corporations, etc., and no exchange of information between public organizations. In
short, each business had to collect bid information from every organization and
frequently submit required data to public agencies to participate in bid, causing lots of
inconvenience and increase in costs.

In spite of achievements of some agencies, most public organizations conducted
procurement tasks based on paper documents and personal contacts with private
business, which left aroom for corruption.

Therefore, the government promoted the establishment project of the national integrated
e-Procurement system (G2B32) to provide solution to problems of existing systems
through cross-governmental efforts. In particular, ‘the e-Government Special
Committee’ selected and promoted this project as one of 11 e-Government projects,
which enabled initiation of the cross-governmenta promotion system and concentration
of inter-governmental capability.

2) Government To Business: Government-business e-Transaction
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° Section 2

-2° Objective of Promotion

The G2B project sets its goal to drastically redesign procurement works which was
conducted in a complicated manner and paper-based, process al procurement procedures
online through the internet, and establish a ‘single window’, consequently enhance the
efficiency and transparency in public procurement. As G4C is a comprehensive e-
Government service for the public, so G2B isfor business as part of the e-Government.

In particular, the G2B project, first, aimed to provide a contact point between public
organization and private business by making a procurement single window. A
Procurement Service can not only access the internet single window and search al order
information of end users, but even participate in al bidding of public sectors and check
out all bidding processes on ared time basis following one-time registration with G2B .
Second, the project set the god at the development of e-Procurement process support
function (ASP9). It enabled both end users and suppliers to conduct procurement
business based on standardized business procedures by logging into G2B without
establishing other certain systems; and regarding central procurement processes in which
a public organization conducts procurement tasks through PPS, it served as a public
procurement portal to provide servicesin linkage to the existing procurement EDI system
through G2B.

Lagt, it set its sights on the standardization project to improve the product classification
system based on the UNSPSC#4 system which is suitable for e-Transaction for
compatibility with private e-Commerce business and observance of international
standards. It added open an administrative standard and a technical standard to a product
classification system, a management number which identify an end user and a supplier
and e-Data standard, so that it can secure general usability of the system, thus enabled
linkage to externa systems.

3) ASP (Application Service Providers): A sort of function to provide software to consumers through software
management/distribution and network viathe central data center.

4) UNSPSC (United Nations Standard Products and Services Code): A classification system developed by UNDP and
ECCMA in order to meet acurrent e-Transaction on the basis of amodern industrial structure.

Public Procurement Service 73



O 2008 e-Procurement White Book
Part 3. Establishment of the National Integrated e-Procurement System

Chapter 2
Project Detalils

74 Korea ON-line E-Procurement System



Chapter 2 Project Details

° Section 1

.:' Scope of the Project

1. Scope of "Establishment Service of Innovation Project for
Promotion of G2B

The first stage-establishment service of an innovation project-set the range from the
establishment of an infrastructure for national e-Procurement including policy making
of the establishment of the national e-Procurement system and standardization of
relevant information and forms to the innovation of procurement works for e-
Procurement process (BPR®) and the formulation of the information strategy policy
which makes an establishment strategy of the information system.

Therefore, objects to be revised in regulations, business reengineering policy and
system establishment policy were included in a scope of the project asfollows:

A. Formation of the establishment strategy of the national e-Procurement
system

First of al, the strategy is to reform overall improvement policy of the national e-
Procurement system and procurement function of a public organization by providing
the scope of the entire G2B project and the conceptual architecture of e-Procurement
and showing the promotion strategy and promotion policy, thus to display step-by-
step improvement progresses including the establishment of a change management
scheme and installation of a single window of present an improved.
Furthermore, it conducts researches on effective incentive policies, such as drawing a
road map for alotment of duties and collaboration scheme between public sectors and
private and public agencies regarding the promotion of the G2B project, and reflecting
programs on the budget categories including practical training and systematic PR
policy for the expansion of the e-Procurement system and the result of inspection and

5) BPR (Business Process Reengineering): A process by which an effective stream of business process suitable for a new
business environment including informatization was formed, and it includes the improvement of an existing tasks.
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evaluation of the system performance. It aso includes the provision of an analysistool
which can analyze far-reaching effects of G2B, including the evaluation of economic
efficiency in public and private sectors resulted from e-Procurement.

B. Business process reengineering (BPR)
First, its mission is to analyze the current status of foreign procurement works and
best practices by analyzing procurement-related tasks and their problems, and to
review of digitalization and establish a promation policy in linkage to procurement-
related systems, such as e-Signature, finance & goods management and procurement
EDI for the improvement of business processin a public agency.
Second, it also includes founding the information sharing policy to do away with the
document submission system in an effort to promote package provision of whole
procurement information through one-time registration and forming the improvement
policy of information sharing processes which covers electricity, IT, construction,
technical resources and business performance, etc.
Last, it contains revising relevant regulations to spread government procurement e-
Transaction by demonstrating necessary measures, such as the revision of laws and
regulations and per-sector requirements for the implementation of BPR results, and
providing the establishment policy of e-Payment and relevant systems to consolidate
lega valition of e-Procurement.

C. Standardization of G2B-related contents and e-Documents

First, it contains displaying the expansion policy of the government standard as the
national standard by standardizing an e-Catalog exchange and realization system
through the formation of the government-standardized e-Catalog system and by
defining the classification system of article values and property sets using GDAS
(Globa Data Alignment System).

Second, it covers the development of mapping policy between new and old codes
which gradualy converts the existing government goods codes to new codes in an
attempt to efficiently utilize the government goods identification codes, the
establishment of a goods code in the wake of a new standard catalog system and the
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formulation of a standardization policy of e-Procurement-related forms including
registration, e-Bidding, e-Contracting and e-Payment.

D. Establishment ISP of a procurement single window and security of
informatization infrastructure

Firdt, it should present a system configuration scheme (centralized or decentralized)
for effective e-Procurement in order to help draw a design of atechnical architecture
and its applied system with respect to the G2B single window; and plus, it is to
provide the public-private system linkage plan considering private e-Commerce-
related matters (e-Catalog, e-Marketplace, hosting service, etc.), such asthe system to
collect/operate/manage/use e-Catal og data and its operation policy.
Second, it has to provide a linkage policy with the information join-utilization center
(G4C) when sharing information between institutions to abolish the document
submission system, and present a policy for a hosting service of e-Procurement (ASP)
and marketing agency.
Ladt, it also involving the scope and policy for inter-system linkage to support the
establishment of the way to link between the existing e-Bidding system of each
agency and internal systems of ingtitutions, the extraction of data bases which enable
information sharing for procurement process and the plan for linkage with private e-
Market places. In addition, it includes duty allotment between private and public
sectors in the wake of the development and operation of the system, the establishment
policy of the integrated information system which covers data of electricity, IT,
construction resources and business performance history and the revision of required
details, such as regulations and ordinances, database and necessary measures for each
ingtitution for the implementation of ISP outputs.

2. Scope of the System establishment project

The scope of this project refers to the development of a service be used based on the
result of establishment service of the innovation plan, and it ranges from portal, user
registration/management, e-Procurement ASP, goods classification and standardization
of codesto externa links.
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) G2B system
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<Pic. 1> Conceptual framework of the target system
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° Section 2

-* Redlization of One-Stop via Inter-System
Linkage

The G2B system provides an ‘one-stop’ service and conducts businesses in linkage to
over 50 externa systems for sharing information. As for an individua user, it helps
share documents and data through the standardized e-Signature and the standard XML
data interchange, and regarding a sector which needs external linkages including
certification or payment, it provides a service in which a user can deal with all
procurement tasks in the G2B system.

As an example, the system secured safety in online transaction by linking the e-
Signature which is equivalent to the signet in legal effect to 6 certification
authorizations and MOGAHA e-Signature, and abolished the submission system of the
business registration certificate and the certificate of tax payment by linking with G4C.
Moreover, it shared information of business management, performance and technician
records in linkage to 11 construction-related associations, which enabled online
transaction of certificates with 11 certification authorities, such as down payment, bid,
contract, guarantee against defaults, etc. The linkage with the Korea Financial
Telecommunications & Clearings Ingtitute (KFTC) and the dBrain of the Ministry of
Finance & Economy (MOFE) realized the e-Payment of goods through the national
treasury or commerciad banks. In addition, it helped a customer use the G2B system
preventing without double input in linkage to the standard e-Payment system. <table 1>
shows major system linkages.

<Table 1> Main External System Linkage

G4cC
(Ministry of « Company registration . . S
Government information » Sharing information that the public institutions possess by
Administration and ) on-line get ride of paperless document.
Home Affairs: « Tax Payment receipt
MOGAHA)
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Administration e-

- On-line official seal secures stability of on-line transaction of

Signature « Certification information ST
(MOGAHA) public institutions.
e-Signature . ; ) . )
6 officialgcertification « Certification information | * e-Signature with mutual finkage is applied to secure e-
institutions) Commerce.

Information such as
a company's actual
performance
(11 facility related
associations)

« Information of a
company's actual
performance

« sharing information with 5 associations such as CAK(basic
information, actual result information, management
information, allowance rate information)and providing
construction eligibility examination and PQ basic materials.

« Information of
engineers

« By linkage with construction engineer DB (construction
engineers, architects, supervisors, survey, engineering
association), sharing engineers information for PQ
examination

National budget
information
(MOFE)

« Contract information
« Payment information

« On-line payment from national institutions' accounts to
private banks for private companies.

Online payment

« Payment information

+ On-line payment from local government's or public a

(KFTC) + Account Information company's bank to private company's.
Certificate « Contract Information I " . )
(11 Certification | - Contract Information | * ﬁ(se{ittlggggon Authorities submit on-line guarantee to each
Authorities) « Certification Information ’
7 existing e- . ) « The company with e-Procurement system announce bidding
Procurement | * Bidding Information without double input to G2B
L « Company information ) ) o
institutions - Sharing company information in G2B
CITIS
(Ministry of . « Prevention of double input by linking business management
Constructionand | Contract Information function of G2B and CITIS
Transportation)
construction
industry DB « Bidding information « Providing G2B bidding and disqualification information to
(Ministry of « disqualification construction industry DB of MOCT to check a company's
Construction and information actual results.
Transportation)

Standard on-line
authorization
(Individual
Institution)

» Document Circulation
Information

» On-line Authorization
Information

« By applying standard on-line authorization system,
document that is generated by G2B is linked with interior on-
line authorization system.
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Chapter 3 Project Progress

G2B project consists of the two steps: The first step is “ Establishment of Innovative Plans
for G2B,” where development method for G2B system construction was prepared after
advance preparation of analyzing situations of procurement administration and its problems
and the second is “ Construction of G2B system®)”.

° Section 1

-2° Step 1 - Establishment of Innovative Plans
for G2B (From April 2001 to January 2002)

First, G2B Project was selected as a new innovative project in administration
information team of government innovation committee in January 2001 for efficiency
and transparency of procurement administration. In January in the same year, Ministry
of Planning and Budget collected professional opinions for G2B project on
inconvenience and demands of personnels of each department, e-Procurement and
demands of 7 public companies that already constructed e-Bidding system, and
opinions of private procurement companies. It held a meeting with Ministry of
Commerce, Industry & Energy, Ministry of Information and Communication and PPS
to discuss this project on April 3, 2001.

In this meeting, there was a consensus that G2B project that is related to many
departments must be neutral without interest of each department and single project
system must be prepared by an institution that possesses budget necessary for this
project. Therefore, head of administration innovation team of Ministry of Planning and
Budget became the head of this project and 9 government officials from institutions
such as Ministry of Planning and Budget, Ministry of Commerce, Industry and Energy,

6) In September 2002, according to notification of the minister of Finance & Economy, the officia project name was
changed into G2B and as a result of G2B project name competition that was done in the late of 2002, from 2003,
Nargjangteo was used for its nickname and GePS (Government e-Procurement System), as English name. For this
competition, total 4,000 suggestions were received.
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Ministry of Information and Communication, and PPS consisted of 'G2B Steering
Team? (April 14).

On May, G2B Steering Team Meeting was held, where planning and schedule of the
project was decided under the principle that states the existing system and DB will be
maximized for this system construction. On June, after finalizing the project called
Flnnovative Plan Establishment Service for G2B Activation , the research service
bidding was officialy announced. And then, to select private service company for this
project, private company initiated evaluation committee was congtituted (3 government
officials and 6 private sector professionals) and through technology and cost evaluation,
Samsung SDS consortium was selected on July 20, whose project cost is 12 billion 50
million Won.

Meanwhile, considering many interest group are involved in G2B activation project,
South Korean government tried to collect opinions of interest groups such as
procurement companies, private economy groups, related associations, private
standardization groups, internet companies, and public institutions.

In August 2001, a meeting of G2B activation out-sourcing Service (August 7) was
hosted by the vice-minister of Planning and Budget. 100 members of public
organization, procurement companies, the Federation of Korean Industries and
guarantee and authorization associations from electronic special committee, G2B
activation actual affair team, central government, local government, and public
company joined this meseting to discuss innovation of public procurement procedure,
cost efficiency of private procurement companies. And for personnels who are involved
in G2B projects, commencement workshop was held (August 28 to 29) and design
direction of final model for G2B was established after understanding the situation of
procurement and way of itsimprovement.

The interim report meeting was held on November 13 to review and eva uate the results
of service business that was performed so far. In a workshop for G2B personnels
(November 14), analysis of problems and improvements in the nationa procurement

7) This team consists of 9 groups such as Ministry of Finance and Economy, MND, MOPAS, MKE, Ministry of
Information and Communication, MLTM, Ministry of Planning and Budget, PPS, and The Bank of Korea

84 Korea ON-line E-Procurement System



Chapter 3 Project Progress

strategy, project direction, items, facility/service process standardization, and list system
were intensively discussed.

On December 11, public hearing was held to establish G2B activation method based on
research service results that has been achieve to collect opinions on service contents of.
G2B system, use range of public ingtitution, and participation of private companies.
Also, G2B activation counselling committee consisted of academic circle, private
economic groups and internet companies and the meeting was held three times to
finalize research service project of Mnnovative Plan Establishment for G2B Activation,
(January 22, 2002).

In addition, to prevent overlapped projects of e-Procurement of individual ingtitutions,
and to connect it with G2B system, a overlapped-development prevention guide was
delivered to public ingtitutions on June 1, and 21, 2001.

Since codes between private and public item classification and procurement companies
are different, compatibility during transaction with private companies is not secured.
Therefore, the necessity to standardize on-line transaction was raised. Therefore, G2B
Actua Affair Team held a meeting with standard groups and private companies such as
ECIF, Korean Ingdtitutes of Distribution and Logistics and Korea e-Business Association
three times (April 30, November 30 and December 7,2001). To match domestic and
international standards, standard of the government commaodity classification, electronic
catal og attribute and procurement company identification code were decided.
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° Section 2

:* Step 2- Full Promotion of G2B Project
(February 2002 - December 31)

For step 2 of the system construction, project principles was established in terms of
economy to prevent possible changes that may happen due to construction of the
government unification of computation environment. it was hosted by PPS that has
experiences for a system construction and operation.

In February 2002, PPS decided the project plan and announced it. And through
technology evauation® and cost evauation, contract of a system construction project
with Samsung SDS consortium were made on March 29 by a cost of 24.9 billion Won.
In addition, in April 2002, G2B Steering Team for construction of system and DB (head
of the team is director of commodity information of PPS), linkage between different
systems, improvement of law system and standardization. And G2B Supporting
Association that consists of Ministry of Planning and Budget and Ministry of
Information and Communication and private professionals.

Also, through project analysis (April), specific design workshop (May), various
opinions of public institutions, and procurement companies were collected for
development direction. And then, program, hardware, DB, and the homepage was
completed, education for public institution users and call center personnels were done.
On September 30,2002, when revised law started to enforce, full scaled-service was
launched.

Furthermore, laws that were presented in step one were revised. Among them, national
contract enforcement decree that Ministry of Finance and Economy is charged of and
enforcement decree of procurement business law was revised on July 30,2002 and The
Enforcement Decree of the Act on Contract to which the State is a Party was revised on

8) Technology Evauation Committee congsts of three members from interna departments (One member from Ministry of
Information and Communication, Ministry of Planning and Budget, and PPS), and six members from external ingtitutions.
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August 24 and started to be valid from September 30. Enforcement decree of local
finance act under the jurisdiction of Ministry of Government Administration and Home
Affairs was revised and executed on November 29. On September 28, according to
enforcement decree of nationa contract law that minister of Ministry of Finance and
Economy revised, G2B was notified as designated information transaction unit.
Therefore, legal base for e-Procurement were settled by establishing law for promotion
of electronic business, e-Commerce basic laws and e-Signature laws.

<Table 2> G2B Project Progress

. Step 1: Establishment of Basic Plan for G2B Activation (April 2001 to January 2002)

April 2001 rG2B Steering Team (April.14)

Research Service Project of Innovative Plan Establishment Service for G2B

July 2001 Activation , (July 20)

January 2002 Establishment of BPR and Information Strategy Plan (ISP) (1.21)

« Step 2: Full Grown Promotion of G2B Project (February 2002 to December 31)

Selecting G2B system business company (March 29) and starting development
March 2002 (April 12)

* Contractor: Samsung SDS consortium (Cost: 24,900,000,000 Won)

September 2002 Starting G2B total service (September 12) and opening it officially (September 30)

October - December

2002 Linkage with National Finance Information System and G4C
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° Section 1

-=° Promotion System of Establishment of
G2B Activation Innovation Plan

Pan-government promotion system of G2B is the key factor for its success. It is
impossible to perform BPR when each department has a different procedure for
procurement if there is no government's cooperation. Since G2B project is not the one
that can simply construct a system for a single business, active cooperation of each
department related to procurement administration is essential.

G2B actual affair team (head of the team: director of administration innovation of
Ministry of Planning and Budget) that various government department joined under the
e-Government special committee was established. For the service project of this project,
Ministry of Planning and Budget was a representative host group, and Ministry of
Information and Communication and PPS supported this project together?. The
promotion system is seen in <Picture 2> and <Table 3>.

e-Government Special Committee

Head of steering team
Director of administration innovation of
Ministry of Planning and Budget

Consulting Committee Professional Technology Support Team
(Private Professionals) (Korea Institute for Electric Commerce, NIA)
o o
General Planning Team  Contents Standardization Informatization Procurement Single
Team Infrastructure Team Window ISP Team
MOPB MCIE MIC PPS
MOPAS, MKE, MKE, MIC MND (Procurement
Ministry of Information MCT Headquarters) MOPAS,
and Communication, PPS MIC, MLTM, NTS, PPS,
local government,
Ministry of Planning and public companies, and
Budget, PPS, each institutions)

Athe Bank of Korea,
local government,
Apublic companies, etc.

<Pic. 2> Promotion System of Innovation Plan Service for G2B Activation

9) The hogting ingtitution are administration team 2 of Ministry of Planning and Budget, Information Support Department
of Minigtry of Information and Communication, and Information Management Department of PPS.

Public Procurement Service 89



D 2008 e-Procurement White Book
Part 3. Establishment of the National Integrated e-Procurement System

Steering Team

<Table 3> Organization and Role of Promotion Team

“

« Head of Team: Administration Innovation
Director of MOSF

MND, MOPAS, MKE, Ministry of
Information and Communication, MLTM,
MPB, PPS, The Bank of Korea, Local
government, public company's director

Person in charge of professional
technology support groups.

« Plan establishment and budget
acquirement

business adjustment between actual
working groups

Establishment and adjustment of security
system

Establishment of evaluation plan and
application of evaluation results

Head of Team: Director of Administration
Team 2 of Ministry of Planning and Budget

MOPAS, MKE, Ministry of Information and
Communication, Ministry of Construction

Establishment of the basic plan and
general management of the project

Standardization of common legal system

Adjustment of cooperation system

General and Transportation. d
Planning Team . Ministry of Planning and Budget, PPS, the between working group.s
Bank of Korea, local government and + Performance of evaluation
public company's director « Review of activation methods of G2B
« Person in charge of professional % General management of procurement
technology support groups. business, BPR/ISP
« Head of team of contents standardization: i . -
Director of e-Commerce in MKE - Establishment and execution of specific
plans of each field.
. H_ead of Informatior! Infrastructure Team: . Submitting current materials
Actual Director of Information Support

Operation Team

Department of Ministry of Information and
Communication

Head of Procurement Single Window ISP:
Director of Information Adminstration
department in PPS

Performance of standardization of related
law, system

co-management of service business

Review of service result

It consists of private professionals in the fields

Consulting standardization and

Consulting L . ; . B o
Committee of law, administration and information improvement of project organizations,
technology. (about 15 persons) methods, and laws.
Professional NIA « Professional technology consulting
Technology « Management of information promotion
Support Groups | * KIEC, etc. fund
) « Performance of strategy / BPR / ISP
Service

Business Entity

« Through a single window, procurement
information service system is constructed.
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Chapter 4 Promotion System

o0 Section 2
°

-:%* Promotion Systems of System
Congtruction Project

Step 2 was performed by PPS as a single window hosting agency 19 because this project
had short period of time to complete and PPS has experience to construct e-
Procurement system and operate it. <Picture 3> and <Table 4> show each government
department and cooperative promotion system.

e-Government Special
Committee

G2B Supporting Association
() (Deputy Administrator of PPS)
® « Government Institution
MOFE, MEST, MND, MOGAHA,
. AMKE, MIC, MLTM, MPB, APPS,
Head of Steering Team NIA
(Director General of Property
& Stockpile Bureau, PPS) + G2B Counselling Team
_ G2B Innovative Plan Establish
» System Construction Team () Senvice Counselling Team

- General Coordination Team
- System and DB Construction Team
- Legal System Improvement Team

Review Committee

& . Potential User Institution and
54 System Linkage Agencies

<Pic. 3> Project System of G2B Construction Project

10) PPS designated information and planning department as the general management department and performed this project
with information management department and catal og information department.
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<Table 4> Organization and Role of Promotion System

e-Government Special

Committee « Project management and adjustment of different opinions between departments

Consulting Checking system construction according to G2B activation service results

Committee

Consulting technology related to system construction and infrastructure

+ MPB
- Discussing and supporting law amendment, standardization and system
linkage

. MOFE
- Discussion of law revise such as national contract law
- Discussion of linkage method of national finance information system

G2B MEST: Agreement of linkage with national education administration information

Support system
Associa MOGAHA
tion Consulting - Revise of law related to use of local government
Committee - Agreement of GAC and standard e-Payment system linkage method
- Discussion of e-Seal and e-Signature compatibility system

MND: Discussion of national defence EDI linkage

MCIE: Discussion of standardization of e-Document and e-Catalogue
- Exterior private professionals included

MIC (NIA)
- Discussion of relevant system linkage infrastructure

MOCT: Discussion of construction CALS linkage

NIA (Host agency): Discussion of project management progress

System Construction Team (PPS)

- General Adjustment Team

- System and DB Construction Team
- Law and Legal System Revise Team

Review Committee (54 agencies)

- Potential user agencies

Steering Team - Verification of application of development function to actual business

- Preparing linkage with each agency's e-Procurement system

- Participation Hopeful agencies such as the national agencies, local
government and public companies.

- External Linkage and Standardization related agency
- Each association, construction technology researchers construction CALS
association, etc.
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To perform system construction business, e-Government special committee checked
and adjusted the system construction situation and its problems regularly, and G2B
supporting association held meetings to support decision of development direction, and
legal amendment and to provide linkage with exterior groups. Head of G2B system
construction Team from PPS (Head of the team: Director General of commodity
information of PPS) performed the construction of actual system and DB.

Specificaly, according to the existing G2B activation innovation plans, to construct
G2B system, G2B supporting association plays a role in adjusting different opinions
between government agencies such as standardization, legal amendment and system
linkage. The review committee that consists of the potential user agencies and exterior
linkage groups held workshops twice and every entity does its best to build the system
that every agency can use together.
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Chapter 5 Features in the Process of Promotion

° Section 1

.:‘ Securing Amicable Performances through
a Gradationa Approach to Amendment of
Law and System

There was a necessity to amend laws and ordinances in the fields of central government
contract ordinance, enforcement regulations, public procurement ordinance, and local
finance ordinance, which was resulted from G2B renovation plan-establishing service.
This amendment work re-verifies the legislative system improvements which were
derived from the service, and the amendment was finished through reviewing the
related laws synthetically asin <table 5>

Amendment of laws in constructing the electronic government is a core fact which
makes the project either successful or fail as much as construction of the real system.
G2B did not have awide range in amending the laws, it was agreed in the direction of
amendment in the previous BPR/ISP, and in the process of agreement the amendment
got accomplished fairly well with the help of the Ministry of Finance and Economy, the
Ministry of Planning and Budget, the Office of Supply, and the government offices
concerned. Before launching the service, as a result, the whole related laws and
regulations underwent the amendment and the service could be given under the perfect
circumstances of administration.

It is notable in the amendment of the laws and regulations to minimize the confusion in
changing the system through the interim measures. By December 31, 2002, several new
functions with interim measurest® enabled to use the previous systems. This was for the
institutions not ready to use G2B because they did not get an e-Signature, a training to
use G2B, and etc. According to the newly amended laws and regulations, each public

11) Anexample; an additiond clause to the Enforcement Decree of Act on Contractsto Which the SateisaParty
@)(interim measures about the designated information processing system) by December 31, 2002, the directors and the
contract-officias in the offices of the central government can make contracts under the previous provisions, if they
have unavoidable reasons not to use the designated information processing system, despite the amendments in article
22, article 33, article 36 clause 12-2, article 39, article 40 clause 3, and article 76 clause 6 or 8.
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institution performed procuring goods with G2B from September 30, 2002, and it could
take its time to get ready to use G2B while working according to the previous
regulationsif it wasin some unavoidable circumstances.

<Table 5> Present Status in Amendment of Laws related with G2B

Contents of Amendment

Enforcement
Decree of Act

- Realization of a single procurement by performing the duties (article 33) of
posting a notice of tender in the designated information processing system
instead of an official gazette or a newspaper

- Electron bid performance excluding an off-line bid with the enforcement of
the electron bid status in the laws (article 39)

- Systemization of managing the manufacturers information with performing

Amend: July 30

on _Contracts 0 the regulation (article 76) forcing to use the designated information Effective:
which the State . 2 September 30
is a Party processing system to post and report the restraining illegal manufacturers
- Enforcing to report the entire contract records through the designated
information processing system (article 94)
- Enactment of the base provisions in using the designated information
processing system (article 96)
- Introducing a competitive Mutiple Award Schedule (MAS) regulation by
Enforcement selecting more than two manufacturers, which induces a competition of
Decree of price and quality in the process of supply (article 7, clause 2) Amend: July 30
Goverment  _tjs a fundamental rule for public org. to pay the price directly to the Effective:
Procurement | manufacturers, but in the case of a requirement of the public org. to pay | September 30
Act for the goods in relation with the shortage of the budget, it is possible to
pay the price on behalf of the public org. (article 12)
Enforcement Amend: August
Rules on Act on L - . .
Contracts to | Enactment of the t_)ase provisions in sharing the _|nf_0rrr_1at|_ons of _ 24_
. manufacturers registered in G2B with other public institutions (article 15) Effective:
which the State
. September 30
is a Party
- Enforcing to post area restricting bid in the designated information system
Enforcement | (article 70) Amend &
Decre_ze of Local | - Systemization of managing the manufacturers information with performing Effective:
Finance the regulation (article 71) forcing to use the designated information November 29

processing system to post and report the restraining illegal manufacturers
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o Section 2
++* Securing Inter-Compatibility of the System
Due to the Open Technology Standard

The base technology of constructing G2B system is a document circulating method
which includes e-Signature and document security technology with PK112, SOAP, and
ebXML electron document standard. It can also be described as a constructing
technology on the basis of JAVA for a large-scale web-servicing. With this system it
enables to transact eectronicaly through the internet safely, which claims caution, and
with the reflection of the current technology, it enables easier to exchange informations
and documents with any other current working system.

Especidly to secure the stability of electronic transactions, the end-to-end security
system based on the electronic document was achieved through applying authorized e-
Signature to every operation and transmitting the documents made in the sender's
computer to the receiver's computer. In a bid, the security was enforced with the
‘government-authorized encrypting algorithm’ in which newly issued keys are to be
used for each bid. Because the keys based on PKI are issued from the National
Information Society Agency which is another ingtitution and controled personaly by
the officid in charge, even the system operator cannot get the keys. In case the officia
in charge lost the key, he/she must request the Public Procurement Service to re-issue
the key according to the provided procedures and the National Information Society
Agency reissues the key with a request of the Public Procurement Service. With this
procedure the unshakabl e security system was achieved.

To improve the mutual compatibility of the system, properties in the system which
identifies personal users and ingtitutions were kept to observe the open standards. For
example, a company's business registration number becomes its registered number and
the administrative branch codes under control of the MOGAHA become their
registered numbers. There were some problems which required another protocols to

12) PK1 (Public Key Infrastructure) : a base technology which processes authentications and denial-blockades perfectly
encrypted with a different open-key and apersona-key from both senders and receivers.
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connect each system because every administrative branch had its own registered

number.
As it was said, with the features of G2B system which a lot of ingtitutions use and

which must connect to alot of outer systems, applying and observing the open standard
can play akey rolein the connections of each system.
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o Section 3

++* Congtructing Organic I nter-agency
Cooperation System by Establishing
Entire-governmental Promotion System

The G2B system is a common project which needs inter-agency cooperations such as
amendment of laws and regulations, and promotion to use it. The most difficult problem
that appeared in constructing the hardware system was to reflect the requirements of the
unspecified public institutions to the system effectively, and to draw cooperation of the
related ingtitutions to connect the system to more than 50 external systems. It was a
very important matter in that the system should not merely be established, but be
effectivein usefor system users.

To build the most effective system, first in the stage of planning G2B, the practical
promotion committee was composed with the MPB, the opinions of the relevant
government ministries were gathered through a meeting. The direction of constructing
the system was decided through collecting enough opinions of the construction
associations, the standard associations, and the relevant government ministries. To draw
positive participations of public institutions and close cooperations from the private
sectors, various opinions from both the relevant government ministries and experts in
private organizations were gathered through three briefing sessions (starting, interim,
and final session), two workshops, a public hearing, and three advisory committee
meetings.

This procedure was achieved due to the whole government development promotion
system® in both the first and the second national enterprises. In the stage of building
the system as well as the innovation planning, the opinions were tuned through
assigning roles and from the beginning the joint promotion system such as G2B
supporting committee, investigation committee was built to have a conference with
related agencies under the PPS that had experiences of electronic procurements. In

13) See Chapter 4 Promotion System

Public Procurement Service 99



D 2008 e-Procurement White Book
Part 3. Establishment of the National Integrated e-Procurement System

other words, it is a primary rule to have a conference with each related institution,
however, in case there is either a different opinion or an outstanding problem, the
decision can be made rapidly by the G2B supporting committee and the special
committee on electronic government.

One of the well known settlements by the special committee on electronic government
was about paying the transfer service charge of commercial banks, which was solved at
last. The Public Procurement Service had several conferences with KFTC and some
commercia banks, but development plan was not found. This was submitted to the
meeting of the specia committee July 31 by the G2B supporting committee, and the
development direction was decided in a joint meeting of the special committee, the
related ingtitutions, KFTC, aloca autonomous entity which had a municipal account,
and executives of commercia banks on August 714,

Also the G2B supporting committee and the investigation committee which were
composed of about 60 institutions played a role for collecting users' opinions.
Especially the investigation committee which was usually made up of related
ingtitutions played a key role in analysing the performance and verifying the system.
About 90 institutions participated in the Workshop for Analysing Performance (April
25~26) and Planning Workshop (May 28~29) to confirm the direction of constructing
the system.

14) There was a conflict about the eectronic funds transfer between commercia banks and alocal autonomous entity. The
former maintained that the fee should be charged to every case and the latter maintained that the fee can be preserved to
the management profit of municipa account. It was agreed that the fee should be 300 Won each in principle but it can
be changed under the agreement between the public indtitution and the commercia bank which has municipa account.
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o Section 4
++° The System Stabilizing at an Early Stage
through Phased Construction Strategy

G2B secured operation stability in constructing the system with systematically phased
promotion strategy. On August 19, the system operating environment was checked and
application base was expanded with opening a part of the service such as user registration.
On September 12, operation stability of the core function was checked with opening major
external services like electronic bidding and shopping mall. Since the regular service started
on September 30 when the amended laws and regulations were effective, the system has
worked without any problems. The first and the second phased service opening enabled the
system to be stabilized before opening fully to the users. While tuned up with other exterior
systems which had a different development schedule, the project schedule was adjusted to
secure more stability of the system by setting the time limit on December 31.

The related laws and regulations have amended before supplying the service and the
administrating base was achieved without any fault through adjusting subordinate clauses
like stipulation and agreement for external institutions. In amending the related laws and
regulations, as interim measures were made for the institutions which were not ready to use
the system to use the previous procedure the public institutions were made suited for the
new system easily'>.

Lastly, the developing period was shortened with the knowledge of the existing electronic
procurement system and its infrastructure and the strategy which absorbed about 24,000
public institutions and about 65,000 suppliers that used the previous electronic procurement
system as new users of G2B to secure the stability at the starting point was successful.

Like this way, despite the short period of 5 months to perform the whole project such as
analysis, design, development, and testing, constructing the system was completed

successfully.

15) Regardless of interim measures, the most important bidding announcement was unified to G2B from September 30
according to the abolition of the official procurement gazette by the MOGAHA. The abolition of the gazette contributed
to expanding G2B at an early stage in that it brought a chance to separately give the information to many public
institutions which did not get the information of the abolition and required to post their demand at the gazette.
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° Section 1

.:‘ One-Time Registration on G2B System Enables
Users to Participate in Every Public Bidding

To take part in an open bid, suppliers must check the announced information in the
official gazette, paper, a bulletin board, or each web-site of the institution, which took
time and effort, and questions about reliability and balance of the information arose.
The national contract laws needed amending to place every order information on the
G2B system. Bidding information was provided to the public through one-stop service
by the e-Procurement Single Window (www.g2b.go.kr). Bidding information of 7
institutions that had the electronic bidding system such as the Defense Acquisition
Program Administration (DAPA) was linked to be announced on the system, which
made the system perfect as a one-stop service.

Before the G2B system, every bidder should register or apply for bidding participation
at each announcing organization, however, sharing the information of the registered
companies between institutions enabled companies to participate in the bids of the
public institutions such as national organizations, local governments, and public

enterprises, once a company registered in G2B as a bidder.

4 )

G2B portal  public

supplier orgs.

Business
— registration
reglstratlom inf%rmation /

registration/‘ Integrated

information
; ) notice i
public supplier public
orgs. orgs.
i Information
3 sharing
relev_ar] administrative relevant / \dministrative
association orgs. association orgs.
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e  Section 2
-2s° One Registration on G2B System Enables
Users to Participate in Every Bidding

The Government for Citizen system (G4C) of the MOGAHA is linked to G2B to share
the information, which enables bidders not to submit the certificate for business
proprietor registration, the certificate of local taxes and the qualifying documents for
facilities. This reduces required documents largely.

Especially about 166 documents for procurement such as a bidding paper, a contract, an
inspection & acceptance paper are transformed electronically, which used to be submitted
to the institutions directly or by mail. The companies do not need to visit the institutions to
submit the papers, instead they can submit the papers by internet. The process of handling
the documents is open and aboveboard with on-line system and open treatment.

¢ D ¢ D

Godd ~ (Gl

y |
process

¢ D ¢ D

God) » & > (hod)

Improved
‘/
On-line process l —\,/

G2B :
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process confirmation I | )
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oe®  Section 3

-2 Reduction of the Required Time for
Payment with Improvement of the
Payment Procedure

Through the internet, the confirmation of delivery such as requiring inspection &
acceptance, and requiring verification of completion can be done, and according to the
requirement, the inspection & acceptance and claiming payment can be done, too. Also the
procedure of payment can be simplified because the department of contract, the department
of acceptance, and the department of expenditure can work on the same system.

Especially the public institutions are connected with the national finance information
system of the Ministry of Finance and Economy, and other institutions are connected with
the B2B system of KFTC. With these connected systems the required time to pay was
reduced immensely because the transfer of funds by internet was possible.

6, disbursement Ex
Financier eduest = .ure Expenditure
officer

2. delivery

request 7 issuance of confirmation &
" nat'llcheck/ disbursemen 3. disbursement
4 |delivery completion of request completion
confirmation disbursement
1. delivery ' ‘
. «— 3
R ion 8. dseshzvrery or—p ing 1. delivery &
certificate b‘s payment request
4+

2. inspection

request
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oo Section 4
.s+° Expanding MAS and Improving the System
for Direct Order and Direct Payment

The convenience of the public institutions as users was enlarged through the quality and
price competition between suppliers by way of multiple contract for the identical items
which were supplied on demand.

The wide range of choices for the public institutions which purchase items at a shopping

mall was achieved through a direct contact to the company in case of orders and payment.

{ One business for one item ) ( multiple businesses for one item )
Supplier
Spec. |«—»Contract«—» Supplier Spec. <_>Contralt<_> Supplier
Supplier
( Order & payment via contracting office ) ( Direct order & payment )
SR
e-Catalog G2B portal
e-Catalog
‘ pI’OdU(‘)t . produgt product
information information . .
information
delivery request order /
Publi Contracting 'S lyi Publi order > Supplyi
ic ,Contractin upplying ublic » Supplying
OrgS. payment agency paymentbusiness orgs. payment | business
«—— «— \ )
? paymentrequest  payment request| ?
delivery deliverydelivery & payment request
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oo Section 5
* International Standardization of the
classifying system for administrative items

It was thought to reduce waste for overlapping construction of code-system through the
standardization of the classifying system for administrative items which used to be dealt
differently in each institution and to be compatible at both the private shopping malls
and the international relations. Especially registering, searching, and using the items in
G2B system can be done rapidly through both changing the classifying system suited to
electronic transaction and applying UNSPSC recommended by UN to G2B.

The base for quality expansion of product information was established through the
improvement, which can be suited to the international standard, in features such as size
in detail, terms and conditions of business, and manufacturer information.

Current

Different specification/identification/management system by organization

X

Different syste'
1

v by orgs,

4\-.,*

Different item classification/attribute/management system by organization

Design Nat'l standard classification system
Redesign item attribute system

Redesign information article

Oaﬁ.?
&

Application of standard classification/attribute system to all institutions
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.:' Effects Expected

In a broad view, the expected effects of G2B system is to give convenience to the
companies, to secure transparency and fairness of the procurement, and to lead
improvement of the private electronic transaction.

First, transparency of the public procurement is raised dramatically. The former
procurement which was principled to contact directly in a way of face to face is
conducted in on-line, which makes chances for manufacturers to meet public officials
directly rare and in which transparency of the public procurement appear effective.
Because orders of the public institutions are open to the public on a single web-site, the
differences among the institutions can be compared easily. With this method, it seems
that a fair bidding competition will be promoted with checking of limited competitive
ordering method such as size-restriction. Both relatively reduced public officials'
decision making ability, and standardized performing process with the system raise the
transparency.

Second, the base material can be accumulated for establishing strategy of procurement
through collecting basic statistical data such as entire number of bidding. It was not
easy to get a concrete statistical information except a broad information about the size
of nationwide procurement. It is expected to be used as a basic information for
establishing the strategy of the future procurement because the chances are great to
grasp the whole statistical procurement through G2B.

Finally, the improvement of efficiency and transparency in an amount of a huge
procurement market which is about 10% of GDP can secure the national
competitiveness. With this, a material infrastructure such as private business networks,
and authorized e-Signature, and experiences of G2B can be linked to trust for the
private e-Commerce. As a result, it is expected to serve largely for expanding the e-

Business mind and promoting the private e-Commerce.
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Chapter 1 Securing the Stability of KONEPS (G2B], and Introduction of Advanced Management System

- Section 1

s+° Electronic Procurement Service for
24 Hours a Day and 365 Days in
a Year without Discontinuance

1. Strengthening security and improving efficiency continuously for
the stable performance

The stability and the reliability of the system are the most important in G2B Service
because from tens of million Won's worth to tens of billion Won's worth contract of
goods, services, and constructions are to be controled by a system which includes
managing process for announcement, bidding participation, disqualification, contract
and payment. The stability and the security of the system are the most important factors,
in that if G2B System broke or fail to work, there should be a disaster.

PPS has prepared for the obstacles to provide non-stop service 24 hours a day and 365
days a year saving extra data and installing dual fire-wall which separated the major
server from the network mechanically from the beginning of constructing G2B.
Additionally, to protect the system from an outer hacking the security system equipment
was set up physically, and an irrelevant access from outside has been observed with an
invasion detecting system. The security is controlled under periodical security
diagnosis, and governmental authorizing encrypted PKI is applied to bidding form."
Especially, to secure safe e-Procurement, two external security diagnosis were
conducted in 2003 in addition to ordinary self-security diagnosis. With the diagnoses of
February and December, the stability of G2B was tested objectively and it was intended
to find probable weakness.

To expand using the system, improvement of the performance responding to the
requirements of the users is needed. To achieve this improvement, without any further

budget, about 1,900 programs are improved with only a self-information-oriented

1) PKI (Public Key Infrastructure): which is a managing system to use and manage the public key code system safely, and
which is a base structure for internet users to exchange information safely with a pair of a public key and a personal key

issued from a certificate authority.
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organizing. Continuous improvement of the G2B from performance like speed to
development like new items makes users utilize the system easily and the internal
information capacity maximized.

Finally, to strengthen management system, an operation system which automatically
regulates access control and log files is introduced to protect the system from program
change and obstacle occurrence by user mistakes, and information protection is
strengthened with the detailed managing regulations such as private information
protection regulations, outside order security managing regulations, personal security
managing regulations, and procedure of emergency calamity.

As a result, impediment rate decreased 0.2% in 2003 to 0.05% in 2005, and 'no

impediment management' was achieved in 2006.

2. Construction of G2B Back-up service center for disaster &
calamity

A. Progress of System Construction

G2B which all the public institutions use together is a national key system of which
performance can affects the procurements of the institutions if the service stops. It
began to secure the budget for constructing the back-up center in 2003 when the
system construction finished, and the back-up system of which construction began in
October was finished at the end of December through a revised supplementary budget
for information-oriented promotion fund.

The construction level of the back-up system is defined as the restoration level which
is 4 hour previous data of the impediment, and the project has been performed in the
form of constructing Mirror site. To get an efficient and rapid restoration, the
restoration target was divided as the first order such as portal-integrated announcement

and e-Procurement, and the second order such as list management and catalog.

% First Order: Portal, Integrated announcement, e-Procurement, Document circulation,
User-registration, Electronic Payment, G2B Web, EDI

% Second Order: List Management, Catalog, Electronic Warranty, Company Record
and Checking out technical skilled personnel, Cash, e-Procurement (Public
institutions), Intrusion Detection, Fire-wall, Key management, Groupware
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For about 2 months, which is a short term, to construct the system all the introduction
of equipment, system construction, and BCP consulting are executed simultaneously,
and the stability and the restoration possibility of the system are examined
continuously through several trial practices.

In government collective back-up center which is located in Yongin, Gyeonggi-do, the
back-up center was established. Accordingly though some problems break out in the
main computer in Daejeon Government Office Building, the service restoration can be
done within 4 hours and all the data are backed-up in real-time. The computation
capacity of the back-up center is designed to make up 50% which is at the level of the
main center capacity in Daejeon. To provide a ceaseless procurement service 24 hours

a day, 365 days a year, the substantiality of the back-up center is intended.

B. Contents of the system construction

SAN circumstance was composed of one DB server which unified three DB servers
through synthesizing functional server systems in main computer center. Efficient
back-up was achieved with organizing all the 7 application servers into 3 servers to
make SAN and NAS circumstances and with the real-time long-distance data dual
performance (TrueCopy, SyncMirror) by disk solution.

To secure the stable circumstance, a wide high-band network which was 1.2Gbps four-
port-channeled DWDM was constructed between the two centers; 2 port Fiber channel
and 2 port Gigabit Ethernet channel. A detour route network to the back-up center was
constructed with high-speed nationwide network (ATM: Asynchronous Transfer

Mode), commercial LAN connection, NAS, and integrated storage between the centers.

C. Effects of the system construction
Effects of the back-up system can be analysed as three parts; performance of the
ceaseless government electronic procurement service, minimizing the extent of
damage & loss in case of impediment, and guarantee of the reliability in the
government procurement service.
First, it was secured to perform the ceaseless government electronic procurement
service, and to perform the continuous procurement of about 30,000 public institutions

and about 120,000 companies with a system in which a core procurement performance
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could be maintained continuously as a primary government performance.

Second, the information-oriented performing cost of the off-line documents was
minimized through preventing major information from sweeping away in G2B system.
Through the stable preservation of bidding and contract data, the loss of national
economic activity and administration caused by disaster was minimized; minimizing
the waste and the cost for resuming the service.

Finally, with raising the reliability of G2B through the stable operation of G2B service,
it was achieved ultimately to gain the public reliability to the procurement

administration.

3. Transferring main computer system to National Computing &
Information Agency (NCIA)

A. Promotion background
There were some problems in constructing and managing the information system at
each public institution independently. Above all, 55% of the central government
agencies had a small computer room less than about 993>, and their computing
circumstances are weak in that they had insufficient basic computing equipment.
Futhermore, because most of the national major information systems are stored in the
general buildings which could not suffice the IDC (Internet Data Center) standard 49%
have a malfunction more than once a month, and 43% have a malfunction more than
an average of 30 minutes per month. Additionally, compared to the average number of
the servers per person in a private advanced company, which is 11.3, that of the
government is 1.8, which means that the management efficiency is remarkably low.
Recently, in spite of the increases in numbers of information-oriented enterprise and in
demanding for human labour resulted from expanding on-line performances, the rate
of the government information-oriented human labour is just 2.1%, which deepens the
unbalance of supply and demand for the information-oriented human labour. To solve
this kind of problem, and under the absolute necessity of unifying the computing
circumstance to construct the electronic government base suited to future information
circumstance, government sought for methods to construct and manage the unified
computer center. As a result, intended attacks with viruses and hacking, and restoration

measures for the disaster are achieved including high-quality services such as
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minimum of the service impediment, construction of the computer operating
circumstance all 24 hour round, and etc. Construction of a unified center was
established, which had systematic responses to the problems; deepening the
dependence on the information system, increasing demand for the stable and
continuous services, weakness in specialty of information-oriented human labour, and

the limit of offering the stable service due to the weak circumstances of computing.

To realize the world top e-Government by establishing &
operating integrated computing environment
RedlEaiic o Improve thfe operation system,
ecll 1e Realization of World Class e—Government Establi ective

g info n n system
information Homote sharin: disas overy system
mation betw

administrative agencies

Investigate & analyze . :
the current conditl}:)n Establish a logical model

¥

Analyze the
et Setupa

Establish a physical
implementation schemes

Establish effective implementation policy Formulate inter-operability policy Establish an action plan

Pan-govemmental information Efficient & effective Public administration service Constent public
sharing and inter-operability _ investmentinto via the information system administration service
are required. informatization is necessary. needs improvement, is needed,

Establishment & Operation  promotion of BPR project Promotion of ISP project Establishment of integrated

of the pan-govemmental J " computing environment
integrated computing environment LReE, Ay el i) . (g2004— )

<Pic. 1> Goal of Establishment of NCIA (Nat'| Computing & Information Agency)

B. Promotion Progress
The government established Business Process Reengineering (BPR) for efficient
management of nationwide computing environment in October 2002, which was one
of ‘11 core projects of the e-Government Special Committee’ authorized by
MOGAHA, MIC, MPB to construct the unified computing center. With this basis, 31

key projects of Participation Government & Electronic Government ‘Road Map’ were
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confirmed in August 2003, and Information Strategic Planning was established under
MOGAHA, MIC in July 2004, and MOGAHA took the control of the project through
electronic government function transfer in May.

Provided efficient BPR policy of pan-governmental integrated computing environment

Selected as the 31st project in the e-government road map of the
AuQ- 2003 president Roh's participatory government,

Established ISP on "the establishment of Pan-governmental integrated
computing environment."

Jul, 2004
Aug. 31, 2004 Reported "major issues for government innovation policy" to the president.

Reported "Promotion policy on the establishment of Pan-governmental integrated
computing environment." to the Cabinet mesting.

Sep. 7. 2004

Oct, 1. 2004 Reported to the Presidential committee on government innovation & decentralization

To construct 1st center government office building, Memorandum of Understanding
(MOU) for lease was established with KT Daedeok Institute, in which the 1st center
would be located, in December 2004, and the regulations for establishing the
promoting organization of the unified government computing center were established
by instructions of the president. Also Samsung SDS-LGCNS consortium selected as a
performer was contracted with on the project of constructing 1st step operation system
in the Ist center. The basic plan for the 1st center construction was built with this
process. The promoting organization of the unified government computing center was
launched in February 2005, and the joint workshop of the departments in the
organization was held. Like this, the 1st unified government center transfer project
started in earnest.

To pursue the 1st project of 3 steps for transferring the unified government computing
center successfully, thorough preparation was needed. The transfer preparation was
composed in detail of a launching report, a preliminary inspection, a transfer operating,
and a safety & emergency counterplan. With the general and thorough analysis of the

current information source in each move-in institution's information system, the target
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equipment such as the system, the network, and the security system, and the type of
equipment to move-in were selected. As detailed transfer plan was established,
transferring the information system of the institutions was done easily and the stable
service was maintained. The transfer preparation included the detailed transferring
contents and procedure in stages including substitute securing plan for simple transfer,
transfer preparation list, transfer execution plan, human resource supporting plan,
transportation plan, test plan, emergency plan, stabilizing plan, and so on.

PPS transferred the main computing system into the integrated computing center in
Daedeok Research Complex during the New Year Holiday in 2006, and is operating

the system currently.
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° Section 2
°

s+° Erection of Advanced
IT Service Management Standard
and Management Model

1. Present management condition of G2B (KONEPS)

The Public Procurement Service, like other agencies, contracted with broad external
supporting human resources on the whole business, and managed under the system of
supervising the external human resources by more than one registered employee in
each section

However, in accordance with the stabilized G2B, this information-oriented organization

system suited to the large-scale development promotion has some problems as follows:

A. In the management organization
As the dependence on the external human resources caused by the continuously
enlarged scale of the system increased, professionalism of the registered employees
weakened. Chances to make inefficient performance like a difficult decision making
existed all the time because the internal and the external employees do the same work,
and as one employee took both development and management at the same time, at
which the employee took the new development more seriously than the current
system stability, there was a chance to get down the stability of management. There
also was deficiency in extra human resources to input into the new information-
oriented work all the time because all the internal staff were engaged in the

management directly or indirectly.

B. In Contract Structure
There were no motivating factors to the contractors in raising the quality of the
service because of the existing contract structure centered on human resources. The
circumstance in which human resources in maintenance were often switched due to

the yearly contract could make the stability of the system deteriorated, and the users'
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requirement for improving the system could not be answered promptly, because the
range of the maintenance was not clear.

Also, as it was insufficient to calculate the exact work load and to manage the
outcome, there were no motivating factors in promoting the quality of the service and
improving the function, and it was difficult to expect to increase the efficiency
through the management improvement. Because of the circumstance like that, it was
hard to get a prompt support for the requirement of the additional development and
the systematic step-by-step service level management, which made the service users'

discontents raised in and out.

C. In Management System

Regarding electronic bidding which is one of the major services in G2B, although
there were internal controling and technical security equipment which could identify
the latest e-Signature and the encryption, there was negative recognition outside all
the time, and an unnecessary civil petition, media attention, and prosecutor's
investigation came up at occasion due to the doubt on reliability of electronic bidding
management.

The stability threatening factors caused by dualistic management were expected
because the separation and the transfer of the existing infrastructure equipment and
the operating staff which came from the construction of the unified government
center driven by entire government, and the control measures and the dealing process
of the entrusted business caused by conversion to entrusted management system were
needed. The existing management dependent on the ability and know-how of each
person was pointed as a problem because business dealing process which was not

fully standardized was insufficient.

2. Introduction of a new outsourcing system

The Public Procurement Service came to practice complementary measures on the basis
of managing experience of G2B. PPS introduced a new outsourcing system in which
both the internal affairs demanding high specialty and the network management which
was the core part in security would be dealt directly by officials in charge of

information, and the external program management such as electronic bidding which
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required relatively high technical specialty and which served to many and unspecified
people would totally be in the hands of external companies. In other words, long-term
outsourcing contract to which a technical upgrade unit cost was reflected with the
repletion of input human resource calculating system and existing yearly contract was
introduced. Futhermore, not the management of input human resources but the
conclusion of the previously discussed Service Level Agreement (SLA)? could give a

change to the IT service ordering paradigm.

Contract by year 4 LLong-term contract (3 years)

Contract Style
Fixed cost (all businesses)

> Fixed cost (basic maintenance)
Non-Payment to additional ) ; "
development Variable cost (additional work)
Calculation of Calculation of work load ) Calculation of work load by tasks
work load by labor costs (application of function point)
Service Non-Existence of service .
management system ) Service management by SLA

<Pic. 2> Improvement of IT Out-Sourcing System

A. Reforming contract: changed to three year long-term contract system
First of all, three year long-term contract was made to secure the stability of
management staff and to improve yearly the service step-by-step.

Second, it was changed from the existing fixed payment to the altering payment
system calculated after the job performance which could be assigned additionally.
The daily basic management work could be separated from the additional

development work, but the additional development which could not be estimated in

2) Service Level Agreement (SLA): With various indices such as the program malfunctioning rate and the timely modifying
rate, to evaluate the system operating performance. With this evaluation, incentives or penalties can be given.
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advance could be paid with verifying the assignment finished. This could lead the
consignors to improve their services willingly and to receive the compensation

corresponding to the work load.

B. Changing work-load calculating system from labor cost to task-centered
price assessment
To the management service scale the price is calculated with Function Point
system introduced to measure exact workload. Thus the input standard of human
resources was deleted in contract, and business management focused on
performing the assignment was possible through the price calculation to the

workload per unit.

% Function Point System

- Software is divided into unit function such as internal files/external reference files/input
function/output function/searching function and whole development costs are
calculated by the previously fixed price at each function. Out of the former developer
centered cost calculating system such as quantity of a program (the number of line)
through approaching in the viewpoint of users like requirement function, it can prevent
developer from appropriating too much for unnecessarily enlarged program

- It was proposed by IBM, the U.S., in 1979 and revitalized in 1994. IFPUG
(International Function Point User Group) made and distributed the standard price in
the whole world. According to this, Korea Function Point Users Group (KFPUG)
reformed the national standard. It was posted by the Ministry of Information and
Communication that from business price standard, software development calculation
was described as a basic system

Through not the input human resources management but the previous agreed service
management, it was achieved to secure the stability of management, and the
management-entrusted company was contracted separately to manage a certain
degree of service as a result index.
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<Table 1> Work load & reward calculation by type

G2B management entrust
contract
(fixed rate, basic contract)

service of G2B

« Target: management and maintenance of applied programs for external

« Standard: Calculating the function point of the whole G2B, Calculating the
cost on the basis of the function point, Selecting the input human resources
system in a part to which the function point system cannot be applied

« Payment: fixed payment per month on the basis of the yearly management cost

Constant service
development contract

« Contract conclusion: with the analysis of the workload, constant service
development contract can be concluded

« Payment: Submit the related materials to get paid quarterly

Service level agreement

« Target: The range of G2B management entrust contract

» Payment: Reflecting at the end of the year with evaluating the yearly service
level, Credit/Earnback introduction

KONEPS Out-Souricing (fixed cost)

Additional Improvement
task (variable cost)

Work load calculable
by Function Point
4 A m < AR ' |
Improve using A
G i Analyze tasks
(Fixed Cost improve simple
el Support education Design
Debug Support user
b7
Tune the program Monitor application
Additional tasks Int tod
) ntegrate K
Option o?der l
(Variable Cost) Additional -
Additional tasks Additional tasks contract

Y |

<Pic. 3> KONEPS Out-Sourcing Contract Model
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To settle down this new outsourcing model, the Public Procurement Service
established and pursued step-by-step operation method. The Agency selected indices
and SLA to manage the service level two months before, and prepared to start the
evaluation of each index from the date in contract. In the first year of service operation,
2005, the Agency verified the exact calculation standard of the additional part which
needs improvement on the basis of the measured work load, and measured initial value
to decide the goal of the service level, which was applied to be an example. In 2006,
and in 2007, the Agency tried to settle down the service level management system and
the new contract system securely, and to show a good example of the entrusted
management with help of purchasing headquarter in the whole government.

Meanwhile, to be successful in the renovating management entrust models, a task
centered workload should be calculated exactly, and to be exact in calculation, the high
specialty of the staff in charge is needed. Thus right after deciding operation method,
one of the officials was selected to take a course for an expert with the best support. As
a result, he achieved an international license of CFPS (Certified Function Point

Specialist) for the first of public officials.

It is notable that one of the officials in the Public Procurement Service achieved CFPS
for the first of public officials... The Public Procurement Service expected to calculate
the software development cost suited to the international standard and to perform the
contract management with the achievement of specialist Yi, Hae-Jeong.

[Electronic Times Internet, June 10, 2005]

The successful construction of the new entrust management model of the Public
Procurement Service became the best example in realization of electronic government,
which made foreign institutions want to benchmark it enthusiastically. Changing the
contract system like ours, which was approved to be needed in the academics, the
businesses, and the public institutions as well as the Agency itself, was hardly applied
to realization because there were a strict budget, deficient specialty in calculating work
load, and a burden to be inspected in accordance with the first trial. It played a role of a
pioneer. The successful example was spreaded by media and personal report, and the

procedure of the project and benchmark were asked to be shown.
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<Table 2> Actual results of spreading to the public institutions

« Address the renovative example of the entrust management
1 June 2006 -An_noun_ce people in IT infrastructure of 'Indl'Jstry-
University-Research-Government corporation in the
seminar of “Outsourcing for Business Renovation”

Sogang Univ.

Daejeon Regional

Address the renovative example of the entrust

2 April 2006 management Meteorological
g Administration
3 January « Benchmarking visit for renovative content of entrust ~ Republic of Korea
2006 management contract Army Headquarters
December | IT service management consulting benchmarking

4 agreement with Korea Local Information Research & MOGAHA
2005 .
Development Institute

November | . G2B entrust management contract advanced model Korea Customs
5 R -
2005 benchmarking visit Service
Korea Local
Information Research
6 November = . renovative examples of G2B management and security & Development
2005 strategy benchmarking visit Institute / Korea
Electric Power
Corporation
« Address of advanced examples of G2B entrust about 200 persons in
November =~ management person
7 R - charge at public
2005 - host : public institution orderers association institutions
- target : about 200 public institution orderers
» G2B entrust management contract benchmarking visit
- Introduction and investigation of contract system of the MIC
October -
8 2005 Agency such as long-term continual contract, and result- Knowledge
centered management to the Ministry of Information and | Information Center

Communication

Additionally, in the whole-government conference which was held with the
supervision of the president on March 24, 2006 to promote the environment for
worthful payment of SW, the renovation of the entrust management was selected as a
good example. Many people gave favorable comments that PPS led quality-centered
SW worthful payment with the introduction of SLA to entrust maintenance
management.

126 Korea ON-line E-Procurement System



]

Chapter 1 Securing the Stability of KONEPS (G2B), and Introduction of Advanced Management System

® SLA system is applied to KONEPS out-sourcing business in PPS ('05)
- Additional payment is made for over the SLA standard
3% SLA - Service Level Agreement

<Pic. 4> Presentation at Forum

The Public Procurement Service played an important role in opening the national
barren IT outsourcing market by outsourcing G2B system management.
Especially, it was renovative for order institution to choose not labor cost but
task-centered FP as payment .... because of this, G2B system was selected as a
good example in the conference of expanding method for SW public purchasing
which was supervised by President Roh Moo-hyun..

[The Digital Times, April 5, 2006]

The expected effects which can be brought to maintenance companies and PPS by the
construction of the new out-sourcing model are as follows.

First, the maintenance companies can secure the stable management of human
resources and promoting affairs in a long-term viewpoint, and the sound management
by getting compensation in response to the workload without any irrelevant direction
of the orderers.

In addition, if there is an additional development besides the basic workload, PPS will
pay additionally by verifying the work finished. With this system, the Agency can
make the entrusted companies improve the service willingly, the service level rise and
the stability of management secured through not managing the input labour but
managing the service level which was agreed previously.

Also, a model to strengthen the competitiveness of national IT service industry is
provided with the advance of public IT entrust management system. In other words,
with the reasonable management such as the first continuous long-term contract in

public institutions, and the service level management, the IT management
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development model was established, and compare, analysis, and improvement were

secured with the management dependent on the clear standards.

3. Constructing IT service management system (ITSM) and
accomplishing ISO 20000 international certification

The Public Procurement Service is in pursuit of constructing the stable and reliable
system management through the standardized system management as well as system
standardizing. Service level and obstacle prevention are secured constantly with
operating the internal IT service to international standards.

The Public Procurement Service introduced the process and management which
followed the international standard (ITIL)» which was related with the IT service
management, and achieved BS15000% which is the internationl standard for IT service
management for the first of the public institutions in November 2005. In a row,
ISO20000% was achieved automatically by passing the first after-work test of BS15000
in March 2006.

A. Construction of IT service management system (ITSM) based on ITIL
It was expected to transfer every infrastructure equipment of the system to the
government unified computer center in the Ministry of Information and
Communication in January 2006. In accordance with bisecting the management
organization of G2B e-Procurement system, to secure the service stability and to

construct the system for unified management of all the IT services came out

3) ITIL (Information Technology Infrastructure Library): a guidebook for management as a gathering of Best Practicers to
provide and manage the efficient IT service

4) BS15000: an example of the world standard model on IT service management, It is the only international certificate
which is constructed on the basis of ITIL, and with which the suitability of ITSM could be verified. It was built with the
mutual agreement between British Standards Institution and Office of Government Commerce. Many countries select
BS15000 as a certified model to ITSM because BS15000 can be a prime power to manage IT service continually, and it
can lead the companies to the improvement of the service quality.

5) ISO20000: BS15000 which was the national standard of U.K. about IT service management turned to the international
standard ISO20000 on December 16, 2005.
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remarkably. The management system which could play a role in distinguishing roles

and responsibility between the management organizations was needed outmost. A
detailed project to construct ITSM was confirmed in November 2005, and the

development composed of three steps was launched from March 2006 to October.

Step one: the general service-desk was built in the service support filed to improve

customer satisfaction measurement with the guarantee of rapidity and continuity to
the clients through managing the customer-oriented system and after-work inspecting
BS15000 by March 2006. Customer satisfaction was achieved through tracking-
management and improving customer requirements for the problems such as
obstacles, changing, and reflecting to the system. The management stability was

achieved by intensifying prevention as a result of the weak point analysis.

PPS ITSM System
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<Pic. 5> PPS ITSM Conceptual Framework
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Step two: By July, unified user supporting service was provided to link the system
with the existing management system through information linking to the unified
service-desk of ITSM. The circumstances of customer requirement receipt and the
after-work procedure were shared with the existing government-procurement
consulting system in a call center, and customer satisfaction was immensely improved
through unified management of the requirement of the internal users to the internal
management system.

Step three: the efficiency data on the infrastructure management system by focusing
on building the automatic system in the area of Service Delivery were collected and
the automatic management system was built by October to expand the capacity of the
system and to manage the capacity which could estimate the efficiency in system
resource. Also, to manage the outsourcing contract, the real time level management
service indices were confirmed about the service management, and the measure
system was automated. Additionally, the system which could inform the manager of
IT service level in real time was built through constructing the early warning Dash
Board to analyse the service condition and to decide without delay.

The Dash Board can monitor the ITSM management including real time obstacles,
monthly PKI condition, monthly SLA condition, service supporting management

condition, SLA condition, and so on.

(Service Error) (Monthly KPI) (Monthly SLA) (Customization Menu)

<Pic. 8> Dashboard of PPS ITSM

For instance, the service supporting area was built to prevent the service impediment
in relation with the ITSM based Public Procurement Service process definition, the
process manager appointment and role & charge definition (KPI), the unified contact

point of customer service requirement (SPoC), the effect analysis system (Change
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Miner V4.0) introduction, connection to the SR system (shape management), the
history information management on the performance of dealing process, the
knowledge sharing of prevention performance and management history, the
connection to the related system, and the connection to availability management tool.
The service providing area was built to conduct the ITSM based Public Procurement
Service process definition (12 processes), the process manager appointment and role
& charge definition (KPI), introduction of the service level management solution (CA
Unicenter), introduction of Workflow products (automation of affair running), the
capacity progress analysis (OVP), the availability condition tool appliance (OVIS),
the quality management such as receipt, agreement, progress, and approval, and plan-
execution-evaluation functions.

At last, the result indices were drawn to improve the ITSM management process
incessantly, and the work process flow chart and guidebook were completed through
performing the general IT service consulting which could make the standards to the
management.

The effects and the results from constructing the automation system uniting every IT
service management are as follows:

First, the real management efficiency and the service improvement were achieved
through accumulating ITIL management process and know-how which were built
only in the process, and in the long term, the service improvement and the efficiency
of the information material insertion were increased.

Second, IT service quality was improved magnificently by providing a single contact
point for customers through the connection between the call center and the general
service-desk in the organization, and the customer satisfaction was increased much. In
the internal part, the rapidity of manager's decision making and evaluation was
intended by automatically measuring and providing the service level and the virtual
management condition on the information system.

Finally, it was attributed to build the base for the new consulting business related with
constructing the Agency information system in the future in that the public
institutions and the private companies wanted to benchmark the management
knowledge because the Agency showed the public IT service management standard

by making the national IT service management system advanced.
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B. Achievement of ISO20000 (former BS15000), an international certificate
G2B system achieved BS15000 on November 14, 2005 with about a year preparation.

It was the first out of the national public institutions and the 6th in the country. It

means that

the IT service system of the Public Procurement Service is suited to the

international standard in the whole management like the service development.

The department of general service and entrust management (Service Delivery) was

built newly in August 2004 to achieve the certification and by passing the final test in
October 2005, BS15000 was achieved in November 2005, which meant that the

Public Procurement Service should take the test every 6 months to maintain the

certification.

Current level

diagnosed and _\ew operatio

SD team newly Internal project plan model prepared Project proposal .

launched workshop  made & reported screened Final screening
conduced

Aug. 2004 Feb. 2005 Apr. 2005 Ju,2005 | Sep, 2005~ OCt17-18. 2005

Certificate
ceremony held

Jan, 2005 Apr, 2005 May 2005 Aug,2005] Sep. 2005 Nov, 2005 . Nov. 14, 2005
BS15000-related  Support system Task force [T service Establishment
consulting included decided formed ~ Management system  complete and
in the project established and service desk
SLA applied formed

The Public

<Pic. 9> Work flow to Get BS 15000 Certification

Procurement Service, as the first public institution, which introduced the

advanced procedure in the information system management by achieving BS15000

secured the management reliability, and reformed the customer & user centered IT

service management system out of the supplier centered point.

Public Procurement Service 133



D 2008 e-Procurement White Book
Part 4. Embodiment of Ubiquitous Procurement

Chapter 2

Evolution as a u-Procurement
Avallable at Any Time and Anywhere
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The Public Procurement Service made the electronic procurement process through
G2B, the accumulation of various procurement information, and the common
usage process. It was a big achievement to provide the unified procurement
information of all the institutions and to play a key role as a single window.

But in the meantime, the Agency provided the electronic procurement service
which was not user-centered but supplier-centered and process-centered. There
was a limit in accessing the information because the service was provided mainly
by internet. It meant that the Agency could not provide a really suitable service to
the customer requirements in that it provided uniform information with many and
unspecified people.

With the internet based electronic procurement, the information of the price and the
companies was easy to achieve. This made the purchase of each institution go
rise. The circumstance around the procurement was changed rapidly with the
increased self-procurement with many political factors such as decentralization of
power in functions.

As Korea Railroad Corporation, such a big client, became a public corporation, it
was changed into the arbitrary-user institution, and it was expected to decrease in
the amount of procurement because the range of free purchase in local
autonomous entities was expanded. It meant that the Agency, a special accounting
institution run by procurement commission, was faced with the big management
risk caused by low profit with decreasing actual result despite increasing cost.

To overcome the risk and create a new growing method to jump again, the Agency
made a practical research group composed of 4 internal secretaries and
administrative officials and 4 external IT experts. Strong-Weak-Opportunity-
Threatening (SWOT) was the first analysis of the group. With the exact internal and
external circumstance analyses, the suitable strategies to each condition were
needed. As a result of SWOT analysis, It was selected as a core strategy to
provide customer-oriented service by introducing CRM® and to realize the
ubiquitous procurement without visiting the Agency.

6) CRM (Customer Relation Management): a term indicating necessary software or methodology for companies to manage
clients. CRM means customer-centered management in which companies can collect and analyse the information of the
current and the potential clients, They can make clients' purchasing behaviour indexation by changing the collected
information into marketing information. With this they can develop a marketing program.
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®  Section 1
++° Providing the Customer-oriented Customer
Supporting Service on the Basis of CRM

1. Outline

First, to optimize the service for the public, the high degree of electronic procurement
service strategy bsed on CRM was built in February 2004. It was selected as a goal to
provide the client-oriented differentiated service by CRM, and to raise the accessibility
to the service.

There was some opposition in the Agency when CRM introduction was decided.
Especially, the department of information which tried enthusiastically to stabilize the
G2B System showed some indifference and opposition saying “It's not our work but the
planning office's” or “It has just stabilized, but what's happened again?” In spite of these
opinions, the chief and the CIO kept going on introducing CRM.

As there was no example of introducing CRM in the public institutions, to benchmark
the examples from private companies and foreign countries was essential. The budget
to construct CRM was supported with the information oriented promoting fund. After
beginning the project, promotion charge team (30 people), supporting team from each
department and intendance (30 people), and user committee from public institutions and
companies (50 parts) were composed and managed.

Especially, the key factor to success of the information oriented project was to collect
various opinions of users systematically and effectively, and to reflect the requirements
of users fully on the system construction. To collect opinions of users, forums were
conducted in each department once a week for 3 months. Two workshops participated
by about 200 people from public institutions, the Agency, and companies were held.

It seemed that there was no resistance to change because the Agency tried to lead
voluntary participation by holding forums and meetings, and collecting various
opinions of users in and out of the institution in the course of constructing CRM system.
However, in the middle of the construction, the internally potential resistance appeared
with “We have been bothered in the name of innovation. This time, we are going to be

choked by CRM. In public institution, why does marketing need?”, and “Ultimately,
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CRM is a sales. Do we have to go out to sale? That's enough.”

To settle down the resistance, the chief made himself a leader to change. The chief
addressed in the staff meeting of June 2004 that “It's up to customers to decide whether
the service is good or bad. Products which are not sold are just exhibits in the museum.”
and in the marketing strategy conference that “If the electronic procurement is the first
renovation, the second renovation is the service renovation through CRM and

marketing.”

2. Construction Contents

A. Constructing the general DB of clients by subdividing clients

Constructing CRM is a totally different meaningful project from the one pursued by
the Public Procurement Service. Up to the present, to make the procurement
information-oriented was to make the procurement process an electronic service.
However constructing CRM is to analyse clients with G2B management data, and with
the analyzed data it is to realize the system to perform the normal management by
drawing ways to manage clients, which is very strange.

To analyse the clients, subdividing clients was performed with the evaluation model
which was concerned with profits and royalties. As a result, the countermeasure
strategy and the countermeasure plan suited to each group of clients are derived. To
grasp the client information, client value was analysed with the data which showed
royalties and customer profitability. The data belonged to EDI DW and G2B DW data
kept in the Public Procurement Service. On the basis of the result from the analysis,
clients were subdivided.

The procurement commission and the deposit were used as a representative profit
variable, and the rate of using the Agency as a representative variable to royalties.
Totally 4 distinguished client groups (VIP group, activation-needed group,
maintenance group, ordinary group) were made on the basis of factors of profit and
royalty through grouping analysis in 5,774 institutions. As a result, it could be found
that 5.4% institutions took up more than 80% of the whole deposit. Especially,
countermeasure strategy to the group of clients was established to raise the profit

through conducting marketing to 178 institution which had high profit and low loyalty.
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<Table 3> Countermeasure strategy to the group of clients

Group Features CNETEE Detailed Countermeasures
ure Strategy

Core Predominance
Group in need of

« To assign full-time staff in Call Center/To serve
first

- To serve first in package service (supervision /

G\r/éz strengthening and M?'c?tilg;ng design-examination)
P maintaining profit & y - Seminar or Workshop (Manager/Staff in charge)
royalty . Personal Mileage&Rewarding system
« To provide Happy-Call service
. To organize a full-time team treating
management-needed demand institution
+ To promote merits by using the Public
o ded Procurement Service
Activation- G Actlv_atlr(])_n;qnee f'.:" b Strengthening |« To lead to order by personal mileage
ded Group roup in high-profit but royalty ) )
nee low-use i . To campaign to use the Public Procurement
Service through the information of performing
plan indication
« To recommend products by group preference
analysis
« To inform customers in self-procurement
Political Preferential g increase of the standards of the Public
Maintenance =~ Treatment needed Seceding Procurement Service
. . Prevention - -
Group Group in low-profit but Program « To campaign the package service
high-use « To figure out causes and discomforts of clients
in contract decrease through survey
« To provide information on the state of contract
ordi G inl | q Basic Service | « Official-documentation about the results of the
rainary roup in low-royalty an Providing national treasury reduction
Group low-profit L ) . o
(Profitrising) |« personalized on-line training

« Information deliverer campaign

B. Deliverer service to provide the needed information by the client

oriented channel

Campaigns to provide specific customers with customer oriented service actively are

activities which deliver the differentiated information and respond to the customers reaction

to satisfy customers and to promote the service by efficient channel.
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To design an efficient campaign, a campaign system organically linked to each system (DB
server & channel) was introduced, and it was composed of various functions; a campaign
plan, a campaign design, a campaign execution, a campaign analysis, and so on.

Although the purpose of the civil campaign lies in creating profits, that of the Public Procurement
Service focuses on providing specific customers with the customer oriented information. Thus it
can be called not campaign but called the “Alimee, or the Delivery Alert System.”

The deliverer guide service of the time limit of procurement payment is provided to users by
e-mail, and The Happy Call service is directly provided by a counselor with an OutBound
Call. The information of procurement payment is provided in real time by SMS.

@G == | RarEmoe T ——

Notice of Delivery Deadline

This is to remind that your due date is near. Please, make a payment
within the due date.

As per local governments and other organizations, arrearage will be
imposed to the delinquent,

Name of

Notice Registra q Commi  Item
No. QgTég&n tioniNo. Contract No.  Oder No. Due date  Item Price et Operation Fee Total
25 mEn| Des
(=T I 5
- S E2E 5053019700 380832333600 || pp | 5.500,000 44,000 o 5,544
e o Sl I
" 2 | 3477

G', | IR omEras Ay 2w eIl e (SR dREN]E =o ST Ul FAT SR

CHEESIAl M7 MAIR 138(E4E 520X STATEAM I3E () 320-701
=es CiEE R} (042) 481-4114 WA (042) 472-2207~8  LIZHSEl S0 1588-0800
- |

<Pic. 10> lllustration of Alert Service Information (Delivery Deadline)

Especially, in case of Short Massaging Service (SMS) on mobile phones, all the customers
received the procurement information in a lump, but only the concerned product and the
concerned price information could be delivered to the public institutions, and only the
bidding information concerned with the business type, the price, and the region could be
delivered to the suppliers. Also, in 2004, the early stage of introduction, it was applied to
major business to provide users with convenience. In 2007, however, the requirement of
users for providing the real time information was increased, which caused about 40 services

to be supplied such as providing the information about the civil affair process by SMS.
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<Table 4> SMS service providing status

- aNumber . .

« To guide changes and cancels of bidding announcement to participating
companies

To guide invalidity/rebidding to participating companies
To guide to the bidder when bidding successful

To guide renewal of certificate prior to expiration

To guide to related company when payment finished

To guide to related institution when user didn't see the bill
To guide conclusion of foreign contract

To guide contents of civil affair process on homepage

2004 ~
December 10
2006

To guide results of requests and changes of bidding participation
registration

To guide to supply company when transmitting written supply demand
To guide to supply company when transmitting total amount contract
To guide to demand institution when transmitting prepayment/payment bill

To transmit the related material to on-site explanation
participation/appointed companies, registered supply companies, and
qualified supply companies of PQ test/real result investigation

March 2007 10

To guide dealing results of requesting a demand institution registration
(approval/return)

To guide requirement amount report receiving, written notice receiving,
and blanked basic amount

To guide settlement opening to the related company and the bidding
administrator when users have a private settlement electronically

June 2007 6

To guide dealing results of certificate request (approval/return)
To guide changes of demand institution information when occurs

To guide results of saving/foreign company registration
(approval/return/reserving)

To guide changes of the companies(preventing illegal transaction/bad
credit rating)

September 15 To guide receiving contract draft/estimate request/delivery request when
2007 contracting itself

To guide inspection / order receiving
To guide interesting bidding announcement

To guide Bid opening delay reason (Bidding administrator, Participating
companies)

« To guide an advance standard registration / reply
+ When selecting "no successful bidder," guided with the related companies
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<Pic. 11> A Screen of Recommended Products by Customers

3. Enforcement Effects

CRM is not a new concept in private companies which pursue profits, but it is not
common to introduce CRM in the public sector. As the Public Procurement Service is a
public institution which carries out the similar business to the private companies business,
it must consider both the public weal and the profits. The background to introduce CRM
first out of the public institutions was attributed to the features of the Agency.

In September 2004, as the CRM system was built, the procurement information was

changed into the customer oriented service which had been provided to all of the users

at the same time. As a result, the degree of satisfaction of the public institutions and the
companies was 69.3 and 68.0 respectively in 2003. It rose hugely up to 74.2 and 74.8
respectively in 2004. With one-to-one marketing based on the CRM such as the suited
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product recommend, the sales figures of G2B shopping mall went up from 5.1 trillion
Won in 2003 to 6.7 trillion Won in 2004 by 32%. Especially, the actual procurement
record which was expected to decrease in accordance with the free procurement at each
institution went up from 22 trillion Won in 2003 to 23.7 trillion Won in 2004 by 7.9%.

In addition to this external achievement, it is valuable that the importance of the
customers was recognized by the organization with the introduction of CRM, and the
CRM based marketing to secure the satisfaction of customers was recognized as a

necessity by everyone.
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oe®  Section 2
-s¢° Providing the Wireless Electronic
Bidding Service

With CRM, in December 2004, the strategy “Ubiquitous electronic procurement
available anywhere and anytime” was established in accordance with the u-Korea
strategy of the participation government. It was decided to introduce and apply the
mobile electronic bidding service with portable personal unit.

First of all, in mobile service, the mobile procurement information service was
performed first, and with the result, the wireless electronic bidding was promoted to
minimize the trial and error and to maximize the investigation effect. Consequently, the
basis on which suppliers could get the necessary information anytime and anywhere by
using PDA to access to G2B was achieved with providing “PDA bidding information
reference service” from March 2004.

However, there were much resistance and cold criticism on the introduction of the
wireless electronic bidding in the organization. There were many thoughts such as a
skeptical viewpoint about the real service use rate and the risk followed by introducing
the unverified technology, and the provider centered service in a way of not the
demand-leading but the advanced technology leading. People were persuaded with
“Anyone can do satisfy customers with what they want. The real innovation is to

provide the service which customers can not realize necessary.”

<Table 5> PDA mobile service progress

March 2004 » Simple bidding information & announcement reference service

January 2005 « Mobile bidding service

July 2005 « Bidding participation fee payment service

November 2005 « Common demand and supply protocol submission service
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With the internal persuasion, to introduce PDA mobile bidding service, the
construction of the wireless electronic bidding pilot system made the previous
dangerous facts analysed and the detailed construction established from January 2004 to
June. The security verification which was the most important part in the electronic
bidding was confirmed by an model operation of PDA using mobile electronic bidding
service from December 2004. To expand the wireless electronic bidding which was
finished development, there were big advertisements in the media and in G2B, and 9
simulated wireless electronic bidding events in December 2004.

The real ubiquitous electronic bidding era was opened in March 2005 by applying the
mobile electronic bidding service to all the bidding through complementing functions
and the requirement, which was possible through applying the mobile e-Bidding to
small sum e-Bidding in January 2005.

To secure the reliability and the security is the most important factor. As in the ordinary
e-Bidding system, in the mobile e-Bidding the on-line transaction based on the
authorized certificate was selected by adopting the generally authorized certificate
agreed with the authorized certificate institution in October 2004. Especially, though it
was said that mobile business era began it was achieved to use the certificate generally
in the wireless part which people didn't use much.

Though this mobile e-Bidding with PDA was a supporting measure for users who could
not use their computers, totally about 3,000 users took part in bidding with PDA in
2005, the first year of the introduction. It was a good example showing that the e-
Bidding service was settling down as a U-electronic procurement which could be used

at anytime and anywhere.

<Table 6> Mobile Bidding by Year

Bidding ‘ 3,164 ‘ 8,738 ‘ 10,205 ‘ 22,107

Convenience of the entrepreneurs was maximized with using the ubiquitous electronic
government at anytime and anywhere through PDA wireless electronic bidding service.
Security problem in mobile business was solved and using PDA was expanded, which
promoted the development of technology and the formation of the market in the country.
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oe®  Section 3
-2 The Operation of the First Procurement
Web Call Center by Public Organization

1. Overview

A. Definition of Call Center
The call center is a communication interface between enterprises and customers by
using telecommunication methodology. The call center performs inbound service to
listen to customers' requirements and solve their complaints and outbound service to
promote active sales, marketing, and campaign etc.

B. Types of government's procurement call centers
The types of government's procurement call centers operated by Pubic Procurement
Service (PPS) is classified like following. Firstly according to the service
characteristics, there is an inbound type for mainly counseling customers' inquires.

Inbound Call center

Classification by

work type Outbound Call center

Mixed Call center PPS-owned Call center

Classification by

employes type Out-sourced Call center

CTl system Call center Al Gel) ezaits

Call ificati
Classification by
ter uipment Web Call center

Manual Call center

Integrated Call center
Classification by existence of
integrated sector

1 [
i i

Distributed Call center

—

Service-oriented Call center ]

Classification by Profit/performance-oriented
customer-orientation Call center

( cRM-orented Cal center |
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According to the form of organization structure, there is a direct control-call center
which is directly controlled by insiders of the organization. According to the type of
equipment, there is a web-call center using internet and computers to consult with
customers. Moreover depending on whether being integrated or not, there is an
integrated type which gathers calls into one place and integrates them. A service
oriented-call center can be classified depending on the customer service
characteristics, providing information, answering inquires, and so on.

To strengthen marketing activities through providing customized service to
customers, the government procurement call center is focusing on outbound call

counselling and proceeding ‘Happy Call”’ towards a CRM type-call center.

C. Organization of Government Procurement Call Center
The employees of the electronic procurement call center consist of 1 secretary who is
in charge of the overall call center operation, 1 secretary for internet counseling, 7

counseling specialists under 6th-grade officials, and 46 temporary counselors. Main

@ Organization

Goods & Service Team 1, 2 )
Customer Q/—
Procuremégt Construction Works Team 1, 2 )

Support Call Center
Center
Public Org, Registration Team 1, 2)

@ Manpower Manpower55 in total: professional 8, temporary agent 46
@® Construction " ; .
Facility Consulting Equipment
CTl server Digital phone
Switchboard PC
Recorder Headset, Web camera

<Pic. 12> Call Center: Organization, Resource and Facility

7) Happy Call: Counselling, researching customer complaints, and making confirmation calls after supplying products etc.
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equipment which is necessary for counseling is 1 set of CIT (Computer Telephony
Integration) server, a switchboard with 60 circuits, a recorder system with 60
channels, and a PDP electric sign. For personal counselling equipment, a digital
telephone, a PC, headset, and a web camera are necessary. With these kind of
equipment, it makes it possible to provide phone counselling as well as web

counselling for the best service for customers.

2. Implementation Process of Web Call Center

<Table 7> Major Implementation Process

Sep. 2002 Commenced the service of Government Procurement Call Center (outsourcing)

- Main functions: Counsel about inquires related to using Korea ON-line e-Procurement System
(34 persons)

Jan. 2004 Switchover to direct management system (Expanding the scope of counseling service to
entire fields of procurement)

Feb. 2004 Assigned 7 permanent employees

Mar. 2004 Opened Web Call Center (The first one by the government)

« Apr. 2004 Establishment of the recorder system and counsel intelligence information system

Sep. 2004 Operation of CRM Call Center
- Happy Call, Campaign, Sending customized e-mails

Jan. 2005 Registering demand agencies and issuing public institution's certificates

Mar. 2005 Total 39 agents (increased 5 more)

Dec. 2005 Total 41 agents (increased 2 more)

Mar. 2006 Employment trilateral conference call system to raise customer satisfaction

Mar. 2006 Assigned 10 more permanent employees as an effort to countermeasure for sharp increase
of calls

Oct. 2006 Won CQM Certification (The best service organization among government call centers)

Jan. 2007 Total 46 agents (increased 5 more)

Oct. 2007 Open-ended contract with agents (22 out of 46 employees)
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A. Commencement of Government Procurement Call Center

To response inquiry calls from the public organizations and companies as
procurement participant, government procurement call center was established
while impelementing and operating Korea On-line e-Procurement System (G2B)
as one of the 11 main projects by Electronic Government (2002. 9). The company
which had established Korea On-line e-Procurement System operated and
managed the call center, and PPS performed controlling and supervising the
operation.

When the call center was established, 34 agents were responding customers using
G2B with wire telephones, e-Mails and Q&A bulletin board on website. The
contents of the responses, however, were limited to inquires about using G2B, and
it was impossible to counsel about procurement related inquiries because of the
lack of counsellor's expertise. In case of the inquiry about procurements, the line
transferred two or three times to give proper answers, and it caused customer

complaints.

B. Switchover of Government Procurement Call Center to Direct
Management System

With boosting of counselling requests and diversity of counseling fields, the need
of one-stop service for overall government procurement was increased. So, the
operation system of government procurement call center was changed to direct
management on January 1st, 2004 and 7 permanent employees were assigned to
the center to cover counsels about even professional procurement fields.
By the switchover to direct management system, the supply of counsel personnels
became stable, and with expanding the range of counsels from the limited service
only related to G2B to overall procurement, the calls from customers converged
excessively. On January of 2005, one permanent employee was added and on
March of 2005, 5 more were added. So, total 8 permanent employees and 39
agents responded to customers' inquiries.
Moreover, the kindness and speciality were strengthened by having employees

with expertise knowledge about domestic and foreign capital or facilities fields
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counsel customers with one-stop service. Finally, the customer satisfaction about

G2B was greatly improved.

C. Establishment and Operation of Web Call Center

The web call center which was firstly established (on March 31st, 2004) and
operated by government was not wire phone system service but the next
generation call center system which provides service using information
telecommunication technology like chatting, sound, image etc. to customers.

If customers click a button on the webpage of Web Call Center for consulting,
people can use a variety of features. There are Web Call Through feature with
voice over IP service which makes people talk with agents directly, Video

Conference feature which provides real-time facing communication with agents,

Public org.

Supplier ;i B
Facility M , ! raet

[F . Portl server 1,2
/% ' I
.u ‘ (8400)
: : 7 Agentn
Internet : "
Web1,2 ITl server [T Civil affair
(SFVB30  Window2000 i/ . office 1
| 5 ggi,
e = 2 - FAX servert--- D :
Call center center Civil affair
kel Guif

WEB DB s e
HDS 9900 Q
---------------- Phone line A 4 d
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<Pic. 13> Conceptual Framework of Web Call Center
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Web Chatting feature which makes it possible to exchange necessary information
linking with voice and video features, Escorted Browsing Feature by which clients
and counselors share real-time screen and conversation, and File Transferring

feature which help file transferring between them.

Quality enhancement of answering service
and systematic management of civil affairs through
the establishment of the web call center

Provide convenience to customer KONEPS portal
Web call cents
- Expand contact points via web phone, Scree sharing €b call cen er}
- Expand customer service using screen/ File transfer
file sharing.
Public orgs./Supplier -
IP switchboard  ITI server
Provide consulting information Question/Answer Consultng Incividuak-aquired
o I — [ 9 information information
- Share individual-acquired information/ )g Dat
consulting information, H " aa Procurement  Givi affair transfer
- Provide information search function of FAQ, s registration > information history
- Provide management know-how of -
procurement-related contents Consulting agent — Consulting system
Consulting -
h - FAQ, ARS Consultin
: — : info search | Q&/?/ " Informatiogn
Provide consulting information BT s e
— —
- Manage the customer's record of visit, 1 Consulting el gzt
- Manage follow-up process of civil affairs, CM affair transfer Informanon ugngi?a?ﬂs
- Manage integrated consulting records of g &process Utiization
the call center and civil affair room. Ut\llzat\on
- Analyze question pattern and collect real-time Integrated notice
integrated statistics, &VIF aﬁalr °m°°/ on dgata circulation bW

The government procurement web call center installed the internet counselling feature
which people can inquire by clicking the internet call center on top of Web site.
Futhermore, while having internet counsels or telephone counsels, if it is difficult to
understand, the counsellor can look at the customer's PC screen to provide solutions.
This web sharing feature provided much conveniences to customers who have huge

information gap and brought up high quality counselling.

150 Korea ON-line E-Procurement System



Chapter 2 Evolution as a u-Procurement Available at Any Time and Anywhere

(1) Consultation through Internet Phone While Using Korea On-line e-Procurement

System (G2B)
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(2) Web Sharing While Talking through Internet Phone

® Application of Web Sharing

Customer
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® Concluding the Consultation and Ending Web Sharing
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(3) Web Sharing While Talking through Phone
© Application of Web Sharing
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® Web Sharing
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3. Strengthening CRM to Establish Customer Interaction Center

When operating call centers, as the importance of CRM became a hot issue, the service
needed to be transformed from preexisting unified service to an individualized one by
grasping each customer's situation to maximize the customer satisfaction. This means
that the development of service was realized from the passive service form to
preceeding service one and from a one-way communication to customers to two-ways
one with customers.

Moreover, the web call center for the electric procurement reinforced CRM with
consistent countermeasures by unified management which had the contents of counsels,
customers' information and records, contact history through various channels like
internet, telephone, email etc integrated and managed systematically. If the clients can
leave a specific time when he or she wish to talk, the counselor can call back him or her
on the wanted time. This is call reservation system and it was established on August
24th, 2004. The active and aggressive measures for CRM like newsletter e-Mailing,
reservation calls, resolving complaints and tele marketing.
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4. Establishment of Monitoring System for Counselling Quality

A. Establishment of Helper System

The Helper System provides solution tools for complaints and updating programs for
new contents and coinages, so it helps counselors to search necessary information
promptly in regard to laws, FAQ, announcement, G2B web documents etc. on their
monitors.

To review counselors' kindness, there is recording and monitoring system which records
the counseling conversation, and the status of counseling is displayed on the sign in
real-time. The recorded data and systems will be utilized to improve the quality of
consulting, and many kinds of regular training courses and assessment like induction
course and technical education also improved courteousness and professionalism.

Classification Period/Frequency Contents
- KONEPS process
New employee 2\ tarirs - Introduction to procurement works
- Procurement expert course
Expert course 1 week/ 2 per month|| OJT by an expert
Literacy course 1 per quarter - Consulting training of external agency
Monitoring 1 per month - Recording and monitoring of consultation
Test 1 per quarter - General course of KONEPS and procurement

<Pic. 14> Education and Evaluation

B. Operation of “Customers' Opinion” Monitoring system

Channels like call center and e-Procurement monitoring groups which consist of civil,
public organization and suppliers for receiving petition and suggesting comments are
used to gather civil complaints and opinions. The received “Customers' Opinion” is
analyzed weekly or yearly, so the results can be reflected in performance improvement.
Moreover, by surveying the satisfaction about the dealt problems, the results of survey

was applied to systemize the evaluation system.
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5. Others

By linking public organizations' registering works with counseling calls at the call
center, 37,000 public organizations' registrations were accomplished smoothly. And,
weekly meeting for customer satisfaction is held to gather customers' comments or
opinions which arouse while counseling and find problems to be solved and improved.
In this way, the web call cent of government procurement became an innovative leader.

Depending on types of complaints, the civil service improvement system with four
stages was operated continuously and 114 questions and problems arose while

counseling were improved through the deliberation of council.

<Table 8> The Four Staged Patrticipatory Civil Service Improvement System of

Procurement
Stage 1 Stage 2 Stage 3 Stage 4
: : i Meeting for Resolving
. Working-level Meeting for Civil ) X
CWiekIy M;?";g ft(') r Meeting for Civil Service Service Improvement Pllj_lbl'c %otr)"pEF')”sts
u(s:0nt1er asls eIy Improvement System A( d o_stg A h
(TUS °m’;r Sce (Direct General for (Assistant Manager, o .ln;mstratorw.lt .
eam Manager) E-Procurement) Civil Representatives) i P:%ﬁ;g;?r:'ves

- Finding and resolving 256 cases in 2005, 375 cases in 2006, 144 cases in 2007

Finding out
Assignments

+ Finding out assignments through counseling and activities by monitoring groups

Determining which
assignments
to accept

+ Through working-level meeting, the possibility of realization, acceptance,
and a responsible team can be determined,

Reviewing + In case of disagreement between departments, the agreement is
Conciliation achieved through discussion.
Measures + Deciding specific measures to promote and progress the assignment

Follow-up + Issuing the unsettled assignments to Civil Service Improvement Council
Measures + Reporting the social issues to Civil Resolution Mesting hosed by the director of PPS
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6. Implementation Effects

A. Improvement of Customer Satisfaction

Using the government procurement web call center, the courteous and prompt counsel
was achieved through the one-stop service about the overall procurement related jobs.
In 2006, the comprehensive index of customer satisfaction was 80.9 scores which was
very satisfactory. And, the score of counselors' kindness was 86.7 and the score of
professionalism was 76.8 scores to show that people were mostly satisfied.

This is the result of the establishment of web call center to perform personalized
contact effectively through web sharing, and it helped to provide customers with a
convenient access route.

86.7
7 840
g0g 833 842 823 ;9,4 824 813

7 76.8 77.1

<Pic. 15> Satisfaction Survey Results of the Call Center Service in 2006

B. Increase of Consultation Results
As increasing the number of bidding organizations and users using G2B, inquiry calls
were also sharply increased. Since providing one-stop service on procurement related
jobs, the number of calls had increased up to 26.1% from 636,691 calls in 2005 to
802,624 calls in 2006. In 2007, 16.9% increased to have 937,877 calls. The business
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division put in the call center phone number as representative call, so every inquiry
call was handled at the call center with one-stop service. It made it to reduce direct
calls to business division so it created favourable working environment for staff in the

division to concentrate on their works.

C. Commencing the Customized Service by Strengthening CRM-type Call
Center

The commencement of Happy Call system maximized customer satisfaction with
strengthening customer-oriented service. The services consist of ‘Call Back’ system
construction, amending the enactment and regulations relating to contracts, and
sending e-Mail with additional bidding information. The target clients are the
contractors who implemented supplies over 3 hundred million Won, constructions

over 10 billion Won.
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o Section 4
+* Commencing the Mobile Service for
Inspection of Procurement Goods

In 2006, the mobile service for inspection on procurement goods was commenced. The
government supplies like the cement mixers and concrete mixers could not be inspected
through the internet because the internet service are not available in most construction sites.
Because the inspection of these cases was processed in written format the ubiquitous
inspection system should be realized sooner than any other fields.

For the safety of transaction, the mobile inspection service was built to use a certificate. The
technology validity on the mobile inspection service was reviewed. The results showed that it
is possible to realize the mobile inspection service by integrating the bidding service with civil
courier services.

Like the system which a courier service company is applying, when a supplier supplies
government resources to sites, he or she is supposed to get a signature of the person in charge
of the work on PDA screen, and then the image of signature will be encoded to be saved as
digital signature. This system prevents any kinds of counterfeit behaviors or distortion. The
saved data is transferred to G2B Server to be check by the government officer in the side of
demanding organization and he or she can inspect and test the supplied products.

Internet Explorer < €< 11:394 ¢ Internet Explorer <> <4< 11:35

http://vwww.g2b.go.kr:8071/after_co | ¢ Ihttp VA AN ga go.kr:8071/after_co vI ¢

9:; 475 500
== 475,500
2006110048200
s 4
= DHIA =S 2A S R AHEI A = = =T
= = - = =o f)e%aaz% s2A@QIER
S==ol=2 LIS EEI A S| 201 =
et xt =0zt = ?‘19' SD300
Dl SF= o 217,635,000 ;; & =00
=SS2|st 2006/12/26 ;ou 475,500
A== 2006/11/07 = L
see= : A

<Pic. 16> PDA Screen showing delivery confirmation

After the officer receives the suppliers' inspection application form and check the saved
information and signatures in regard to supply, he or she issues receipt on the supply. As the
supply inspection is processed electronically through PDA, other related works can be
processed electronically and much time and costs taken for the works can be saved.
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o0 Section 5
o0

-2+ Implementation of Mobile Office

1. Overview

The Mobile Office is a working system which makes it possible for staff who has to be
out for business or meeting very often to access to the intranet of the company from
outside and process the works, so it called “remote office”.

In the case of PPS, staff in charge of construction managing works has to stay in the
construction sites 4 or 6 days a week and staff in charge of purchasing should go on a
business trip frequently to survey prices. More and more product exhibits are holding
outside of PPS complex, more business trips are needed for promotion and customer
relationship management.

And thus, oversea buyers staying in 5 cities like New York, Chicago, Tokyo, London,
Shanghai promptly share the gathered information of oversea prices, raw materials,
market survey, and foreign products with other colleagues and they also get to know the
internal situation of PSS. Because the internal systems like procurement EDI, EDMS
etc. can be operated at the inside of PPS only, it was impossible for staff to access the

internal system from the outside of the company and it caused the loss of efficiency.

2. Progress of Project Promotion

A. Mobile Office Implementation using VPN (Dec. 2001)
As the 1st stafe of PPS project, the implementation of mobile office was established in
2001, and the mobile office was finally built using Virtual Private Network (VPN).

The introduction of equipment for implementing mobile office is as follows;

<Table 9> The status of introduction of VPN equipment

Kinds of the equipment Places to be installed

SecuwayGate 2000 lea 1 for Headquarters
SecuwayCenter 2000 lea 1 for Headquarters including system
Mobile buyers
SecuwayCard 2000 45 set (including overseas purchasing officer)
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B. The Implementation of Mobile Office Using Government Virtual Private
Network (GVPN) Mar. 2005

The MOGAHA operated the GPKI based GVPN for accessing securely to the various
admonitive information service systems in early 2005.
As the 2nd project of PPS, the mobile office environment using GVPN and GPKI which
the MOGAHA had buit was accomplished. Since the encoding system of transferred
contents and users' identification was supported by GVPN syetem of the MOGAHA,
PPS was able to establish the remote office environment at no extra cost.
PPS determined the works and assignment to be processed via using GVPN and users
of GVPN can issue IDs by applying to the MOGAHA. Because the internal and
external assignments and works were integrated into PPS information system,
workers altogether, it is impossible to restrict authorization by assignments but by
users. Due to this, users need to issue a certificate and install it on the users' PC. The
flow of the processing and accessing procedures using GVPN are as follows in the
<Pic. 17> & <Pic. 18>

Remote work Network
PPS Support Center
User (Information management team) (Government Computation
and Information Office)

« Issue GPKI from Government
Certificate Management Center

v

» Select applicable works and

o REGEEETHRIEY ey —>  register (Electronic approval,

_5 -+ Settheregistered applicable

(User ID, Password etc.) FreuEiETiE) - Ceme sz works only to be available for
registration information to apply access through GVPN
v
« Set user IDs and password
according to applicable works
v
+ Download and install the P Complete the registration P Complete the registration
GVPNA user program and notify and notify
v
« Access to GVPN <>« User management and maintenance | <—> | + User management and maintenance
¥
- Use the programA at works « Using the programA at works
(electronic approval system, <~ (electronic approval system,

e-mail account ) e-mail account )

<Pic. 17> GVPN Using Procedure
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<Pic. 18> GVPN Process Chart
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3. Implementation Effects

With constructing a convenient working environment to perform works anywhere at
any time, the work efficiency was greatly improved. For example, information
(oversea's price research, raw material market research, foreign product news etc.)
which overseas purchasing officials from five areas (New York, Chicago, Tokyo,
London, San Francisco) collected can be shared promptly, and they can also learn
government's inside news quickly.

In the long term, this is an establishment of infrastructure to realize Electric
Government, and it also formed the foundation to countermeasure flexibly for

telecommuting or remote working enthronement
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Chapter 1 Construction of KONEPS Shopping Mall

° Section 1
°

++° Background of the Construction

PPS purchases and supplies requested resources by demanders according to the laws of
procurement business. Among the purchases, the goods up to 6.6 trillion Won scale
(2007) was transacted through the e-commerce medium, KONEPS Shopping Mall.
This is almost half of the total domestic purchase by PPS, which is 13.2 trillion Won, so
we can assume how invaluable the role of shopping mall is. Looking back in history of
the development of current comprehensive shopping mall, consumptive office supplies
which were stored in PPS's central distributing warehouse had been offered to
demanding organizations upon their request (stored goods). But on October of 1999,
PPS built an e-mall for the e-commerce of consumptive office supplies.

After that, G2B started its business on September, 2002 and it operated two shopping
malls named ‘Contract Product Mall’ and ‘Market Goods Mall’. On April of 2006, the
Market Goods Mall offering non contracted products was closed, and on July, the
Contract Product Mall was renovated and developed to be ‘KONEPS Shopping Mall’.
The shopping section was just one of the G2B’s menus and it was the Contract Product
Mall. The mall adopted a supplying type that one supplier makes a contract for only one
product to be supplied. The public organizations, however, as consumer felt much
inconvenience and it was obviously very old fashion.

There was a great limitation on operating the shopping mall. Contrary to the process
that PPS selected only one supplier who suggested the lowest price, a new procurement
system, MAS which selected several suppliers passed suitability test was started in
2005 and settled. To build a ‘comprehensive shopping mall’ which suits to the MAS
system, a team for the shopping mall was organized with 16 people on February, 2006.
The shopping mall was commenced on January 1, 2006.
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o0 Section 2
o0

* Constructed Contents and its Effects

1. Constructed Contents on Shopping Mall Site

The webpage format or outline is important in the online shopping mall where every
business is done through online. User interface was designed considering quick and
easy access to main information and service and it has advanced design which delivers
reliability and innovation of the shopping mall.

Making the most of the existing database, the search feature was intensified and advanced.
The ‘My page’ which only existed on the KONEPS portal was integrated into the new
shopping mall to consider user's convenience as much as possible. If there is not a product
which purchaser wants to buy, there is a registering corner for applying a new product to
be updated so, the wished product will be added promptly on the shopping mall.

Since the establishment of comprehensive shopping mall was very unique and has no
paralled in history, media and press showed much interests. Most of all, as the shopping
mall considered convenience of procurement companies very much, it was acclaimed

as considerate government organization's service.
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<Pic. 1> Main page of KONEPS Shopping Mall Website

168 Korea ON-line E-Procurement System



Chapter 1 Construction of KONEPS Shopping Mall

Formally, users had to log in Koneps and click the contracted products and process to
make purchases, but now there is a separate shopping (http://shopping.g2b.go.kr) and it
helps users' easy and direct access.

Since the establishment of comprehensive shopping mall was very unique and has no
paralled in history, media and press showed much interests. Most of all, as the shopping
mall considered convenience of procurement companies very much, it was acclaimed

as considerate government organization's service.

YTN [July 5, 2006]

The biggest comprehensive shopping mall of the govenment organization was opened.
and customers can purchase goods with one click. This is a historic development of
procurement business. and it is estimated that the shopping mall will give broaden options
and much convenience to public organizations and more opportunities to small business
to participate the procurement business...

2. Effects of the Comprehensive Shopping Mall's Establishment

A. Speediness and convenience of the product purchase

With the shopping mall's establishment, a separate contract procedure between a
public organization and a buyer was not necessary and the buyer could purchase
product he or she want on the online shopping mall at any time. Buyer could purchase
various quality products with competitive prices, so instead of the complaints like
“Penny wise, pound foolish”, more consumer organizations are satisfied now.

Previously, there were 6 steps of order procedure for consumers to select products and
order, but it was improved to 4 steps for speedy purchasing. Moreover, the delivery
was greatly shortened to 3 or 4 days, so the level of shopping mall's service is

comparable to civil shopping malls.
B. Lowered Entry Barrier of Procurement

PPS shopping mall lowered the entry barrier to help small and medium-sized

businesses (SMB) to expand their market for sales while finding and producing
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excellent products with new technology. So, the shopping mall played an valuable
role to the small and medium-sized enterprises like an oasis.

The shopping mall showed a way of turning around that an online shopping is not
only a place for making profits but also a supporting organization for small business.
From the beginning of the shopping mall's construction, PPS considered small
business not to be at the disadvantage comparing to larger companies and helped their

product promotion.

Maeil Economy [August 23, 2006]

PPS shopping mall help suffering small-medium enterprises to make quiet a lot of profit.
With the reason that the shopping mall is government certified, it is give practical
support both to expand market and to make a profit like catching two rabbits...
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-s¢° Service Promotion
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Chapter 1 Construction of KONEPS Shopping Mall

1. Purchasing Decision—making System
Due to the expansion of customer base and their various demands, the number of

products is expected to increase and purchasers have to spend more time and efforts to

search the product they want. For a good decision-making when purchasing products,

accurate and enough information should be provided for convenient comparative

analysis among various products,

A. Comparison of the Products and suppliers

The comparative analysis service will help customer's decision making with specific

information relating to the suppliers and products. The information includes the

suppliers' credit rating, delivery delay rates, products' specifications (format, size,

materials), business stoppage history within recent two years, etc.

B. Customer evaluation and Q&A

It also provides information about customer satisfaction with four items like product

quality, price, delivery, repair service. This service help consumers to save much time

for making a decision, and
providing the comments on
certain products by buyers
assure the product's
reliability. For further
information, there is a
window for communication
between suppliers and
Through this

service, buyers can make

buyers.

inquires directly to suppliers
or to consumers who had

experienced the product.
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<Pic. 2> Customer's Evaluation

Public Procurement Service 171



D 2008 e-Procurement White Book
Part 5. Convenience through Providing Various Contents

C. Customer preference
By selecting five bestseller products and five best searching items on the SMB
products, it provides sort of customer preference information. It is assumed that this
service will greatly help SMB to promote their product effectively.

o awmowaze 2 p L P s — | e I &S as i —-'"',—"_ w

<Pic. 3> Customer's Selection, Top 5 (S&M Business)

2. Organizing the best product club

As an effort to promote the quality certificate products, NEF products, obligatory
purchasing products, and government supported strategic products, etc., PPS organized
'the best product club' on June, 2007.

If looking into the club's operational aspect, the members of the best product club
manage club members, and they have main operational authority to approve posting the

contents of all promotional materials submitted by manufactures.

A. Configuration of Main screen
The best product club played a role as a marketing window for best product
manufacturers to promote their products, and its goal is to expand sales and help
consumers to obtain quality products conveniently.

As the front page can be usually the most effective promotional page, the
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distribution standards of the main page were set to provide equal opportunity. The
biggest image at (1) is given to a weekly best seller, so five selected company
submit their own promotional images to post. The best seller corner at (2) is chosen
by weekly service records and Cls of club member companies are posted on that

COrner.
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<Pic. 4> Main Page of KONEPS Best Product Club Website

B. “Every best product is here.”

As a place for the promotion of products and companies, “Every best product is here.”
corner provides searching features by product categories ((3)) and by names of
company, and supplying products can be searched easily. In this corner, the suppliers
are able to promote their technology and its excellence and the demanders are able to
receive more information about the suppliers besides the products. So, the stronger

reliability can be established between them.
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<Pic 5> TEvery best product is here.
C. My Q&A

Through the communication channel between demanding organizations as purchaser

and suppliers, it is possible to inquire about products and product's repair service.
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° Section 4
°

++° Effects of the Operation

The shopping mall brought a comsumer-oriented contract system (MAS) and MAS
processing system as well as the innovation to the paradigm of procurement deals. It
was a good turning point for PPS to develop a great e-Commerce medium which can
attract more customers.

As an intensive effort to diversify the kinds of supplying goods, the number of items
were increased from 27,000 items in 2005 to 207,000 items on December, 2007, which
is almost 7 times increase within 2 years. The result had been realized because the
dealing items could be expanded even to small items like artificial turf, plants and

stationary which were too small to deal on the procurement market.
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Chapter 2

Establishment of Efficient Product
Management System Based on RFID
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o0 Section 1
o0

* Background

Th government property management is very important work that a government
organization efficiently manages goods which were purchased to provide administrative
service, so the improvement of productivity is achieved and the relevant budget can be
saved in the process from purchasing and selling.

Due to the recent expansion of funds scale, the kinds of item are highly verified and the
management works on goods (purchasing, inventory, disposition) became complicated.

Therefore, an efficient and systematic management is required.

Goods Management System Current Status of Government Good

decision on disuse, disposal & 7.8 Trilion Won
management transfer 4 Trilf

B (sale, recycling, disposal, etc) - 7.0 Trillion Won = s ~
: | 69TilionWon "~ "7
Disposal ¢

purchase donation, production °
6.3 Trillion Won

Use
Storage 3.3 Trillion Won
= )
inventory, utiization, arangement | purchase, store, preservation, 1997 2003 2004 2005 2006 2007 ’

release

<Pic. 6> Goods Management System and Current Status of Government Goods

With the construction of National Finance Information System (NAFIS), the
digitalization of the national property management had gained a foothold. But, the
practical works like inventory management, transfer records, purchasing, disposition
etc. were still done the old-fashioned way, by hand. As the inefficiency increased, the
exact grasping on stocks and other situation was impossible and budge wastes
continued to purchase the currently stocked goods again or to scrap reusable goods.

Finally, each organization checked inventories to sort unused goods and disused goods
and suggested recycling solution. The portion of disused goods are increasing every

year and currently almost 90% of them is disposed.
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<Table 1> The Status of Disused Goods by Year

2001 2002 2003 2004 2005 2006 2007

Holding Goods (A) 52,265 58,263 63,374 69,736 70,542 74,373 78,186

Disused Goods (B) 1,353 1,567 1,824 2,750 2,796 3,882 3,785

(usable) (166) (140) (133) (296) (364) (414) (610)
(unusable) (1,187)  (1,427) @ (1,691) = (2454) @ (2432) = (3468) | (3,175)
Portion (B/A) 2.6% 2.7% 2.9% 3.9% 4.0% 5.2% 4.8%

Also, according to the integration plan of national funds information, the roles of
national property management need to be set again. A totally different government
account processing system which was different from the existing methods like
bookkeeping by double entry was applied and the applied scope of the funds information
was expanded to local autonomous entities, government subsidiary institutes, and public
companies. Since the plan was to construct a system which can grasp the entire national
funds status ultimately, a new systematic methodology is necessary to manage real time
information about products' life cyle beyond doing inventory.

Meanwhile, to replace bar codes or magnetic tags generally used in the distribution
industry, RFID technology are disseminated. The RFID is a technology that attaches a
small electronic tag on the products and reads it with readers remotely.

In the case of using RFID technology, reading several tags at once is possible to save
working time, and it is accurate processing because it is processed base on each
products' information. In the case of foreign countries, Wall Mart and DoD of the states
are using the RFID techology to manage the goods and it is also disseminating to
domestic distribution industries like mailing, managing books, goods, wastes etc.

PPS is a coordination organization to manage government property matters, so we are
attaching an RFID tag on each products to know whole procedures from purchasing to
disposal transparently. The counstruction of RFID property management system solved

previously mentioned problems on existing managing system.
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° Section 2
°

++° Business Mission

Through the construction of RFID property management system, existing national
goods progress which had been performed by manual works was transformed to
electronic system. Its goal was to realize transparent and efficient system to show
standards of managing resources as a advanced nation's system.

First, as a leading national property management organization in the world, PPS should
develop a better property management process to provide better service to government
organizations.

Secondly, through on-line process of the property management system, every procedure
like purchasing, storing, using, inventory ect. should be real-time operated because
efficient resource distribution and saving budget becomes possible.

Thirdly, by constructing the standard system of national property information like RFID
codes or a guideline for tag-attaching, e-Commerce of civil areas can be promoted. The

RFID's diffusion to civil areas is one of PPS' goals.

c
o Realization of transparent & fair product management system
i) via digitalization by RFID-based goods management
>
RFID-based product
management
i
Account-based goods

management
t_g Innovation Effective government in govelr_:;(iitf goods
15 in work process goods management management standard

<Pic. 7> Project Goal
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o0 Section 3
o0

* Scope and Contents of the Business

To have an organic processing method for works done among suppliers, administers,
and demanders, PPS set the scope and contents of the business like “Upgrading of
RFID property management system”, “Mapping out information strategic plans”,
“Diffusion of RFID property management system”, “RFID standardization”, “Improved
amendment of relevant laws and regulations” etc.

The RFID property management portal system makes it possible to process
procurement works and property management works easily and promptly through
analysing the current process of management system, and it should be constructed to be
a single window on the fields of procurement.

Considering organizations' desire to introduce the system and their necessities
comprehensively, RFID property management system will introduced to all national
institutes step by step by 2010. From 2008, PPS will support and share the system and
technology, but the desired organization should prepare the cost of electronic tags in

principle.

<Table 2> Expected organizations to use RFID property management system

Central Administrative Organizations (65) ‘ ‘

Local and public organizations Sharing the desired system and technology

With preparing a guideline and standards in regards to RFID standardization like tag
attachment and attaching goods, compatibility among nations will be preserved and it
will lead natural diffusion to national organizations.

For spreading and settlements of RFID property management system usage by civil
organizations, PPS amended the regulations, so suppliers should attach tags on goods to
supply them and it will be applied to every product registered in KONEPS shopping
mall step by stem by year 2011.
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° Section 4
°

<+ Business Progress

1. The example construction and diffusion of RFID property
management system (Stage 1)

The construction of property management system based on RFID was embarked on
July, 2004 when PPS firstly built business plans and it became a selected project in the
contest of new technology application business hosted by National Information Society
Agency to make a budget. After selecting suppliers on September, 2004, a task force
was formed for the innovative system using RFID to analyze, to design, to implement
and to testify the system. By gathering opinions and solutions about requirements arose
while testifying the system at the weekly or monthly meeting, the demonstration
version of system based on the RFID was successfully constructed.

The RFID property management system is improved by complementing the features
developed in previous NAFIS system and it was constructed to real-time process every
works from registration to disposal using RFID technology. The application for PDA
which used in construction sites remotely was developed and programmed by PPS.
Furthermore, through researching activities by the RFID code research team of MIC,
own programmed RFID reader for the use of unique property management was
developed. The code accommodated the international standards ISO/IEC 15459 and
applied KONEPS codes regulated in the information laws to have unified RFID code

system in Korea.

2. Mapping out informatized strategic plans (ISP) (Stage 2)

To prepare medium- and long-term measures for developing RFID property
management system, PPS mapped out "informatized strategic plans" on December of
2006 through 4 month discussion with receiving budget from National Information
Society Agency (NIA)

In regards to the advance of the system, firstly a building plans will be made for an
organic processing of every procedure from purchasing to disposal by linking with
dBrain to be operated in 2007, KONEPS, on bid, etc.
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Secondly, for organizations using RFID system to feel the outcome, providing specific
data and training should be done and mapping out necessary system to reflect and
testify the actual status of each organization are in need.

Thirdly, it is necessary to seek national measures to have efficiency on managing
property because nationwide companies relating to procurement could use the system.
Furthermore, a road map from year 2007 to year 2010 will be made for spreading the
system to nationwide organizations which desire to use RFID property management
system. PPS will also provide the guideline of RFID's introduction and procurement's

tagging regulations as well as the improvement directions to settle the RFID system down.

3. Upgrading of RFID property management system (Stage 3]

Based on the contents of ISP projects in 2006, the business plans was determined on
March of 2007, the upgrading project of RFID system was started on May of 2007, and
the project was completed on November of 2007.

To establish a portal system which various users can access, PPS examined problems in
four organizations which using the RFID property management system and reviewed
what improvement is necessary within each organization. This examination was
performed and analysed linking with other systems like the digital budget account
system (dBrain) to develop a efficient system.

Especially, the dBrain system, which is national organizations' budget account and
property management systems, can not check the inconsistency with bookkeeping and the
data needs too much manual input works, so it caused a lot of complaints. But, checking
with the RFID reader, which can save input data automatically, solved these problems.
The newly built RFID property management system became a property management
hub to accommodate more expanded users from existing national organizations to local
and public procurement suppliers. As it is possible to check the status and flow of
property perfectly, PPS became a leader who is able to making property management
related policies and to do on-line inspection effectively.

While developing the system, the diffusion targeting to national institutes started
together. On May of 2007, after evaluating the willingness and potential effects of
desired organizations to use the system, the organization like the Presidential

Secretariat, Prime minister's office was selected to be applied. Through reviewing each
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institutes' property, the tag attachment on 800,000 items was accomplished and the
system diffusion was completed on November of 2007.

For standardization of RFID property managing codes, the RFID codes based on
ISO15459 was used when constructing the property management system in 2005 and
the codes was selected as national property management codes after discussing with
associated organizations.

To assist organizations to adopt the system in the future, “Guideline for RFID porperty
management” was made to refer to. This guideline include specific information like
the introduction of RFID technology and required equipment, expected outcomes
using the system, goods possible to attach tags and the attaching position, contents
inputting, issuing methods etc.

The same regulations materials also includes RFID target users, how to use, how to
register, how to attach the tag, and the general procedures and it has suppliers to attach
tags on goods by themselves.

It received positive responses from reducing inspection time for Telly and the workload
of managing administrator, and these response helped the system diffusion to other
procurement suppliers. By holding hearings with procurement suppliers, the target
organizations to be applied will be expaned by year 2011 step by step. The government's
RFID diffusion project is expected to influence on about 120,000 companies.

Settlement of tagging

: Expansion to
and delivery system

computer y gradual expansion of )
goods applied all goods
40 government ¢ all governmental bodies )

public organizations interested

Sophistication of function
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relevant orgs
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<Pic. 8> Expansion of RFID Utilization
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o0 Section 5
o0

-2+ Implementation Effects

First, the previous manual works of property management transformed to electronic
system to process works accurately and promptly. At the same time, it also saves
working time because it is possible to recognize several products at once. The
administrator's burden was reduced and the thoughts about the goods managing works
were also changed, and transparency and productivity were enhanced,

Secondly, PPS had suffered difficulties to have statistic data on goods information, so
we only did inventory. In the case of organizations using RFID system, however, can
obtain exact data on stocked goods, so its transparency was improved to apply and join
the government new policies and regulation.

Thirdly, by using RFID system, the total working time to process the property
management from purchasing to disposal was saved up to 86%. If organizations process
by using tagging on the goods, 15 days from purchasing and 400 days from inventory
can be saved, so total 1,373 days are expected to be saved by 2011. If the time is
calculated to cost, its worth will be 24.05 billion Won.

<Table 3> The effects of productivity improvement by using RFID system

o . Improved
Classification Using RFID Productivity Standard

Obtaining 80 seconds 30 seconds 167%

Movement 90 seconds 30 seconds 200% N
Consuming time for
processing per case

Disposal of o

disused goods 150 seconds 20 seconds 650%
Inventory 20,770 seconds | 5,383 seconds 285% Total process time
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° Section 6
°

++° Future Plans for Developments

PPS will expand the achievements from the RFID based property management to every
national organizations by year 2010, and they will promote it actively to local
organizations and nation invested companies which wish to use it. Through the
activities, PPS will foster the RFID property management system to be a hub for all
trades of national property management between public organizations. This will realize
the efficiency on managing overall national physical resources.

Furthermore, when suppliers deliver goods to the organization which was introduced
RFID property management system, the suppliers are expected to attach tags. It will
applied only to bulk supply like PCs and will expanded to all products supplied through
KONEPS shopping mall by 2011, so the RFID techonolgy will be transferred up to
120,000 suppliers.

In 2008, PPS will attend RFID/USN conference in Korea on October and EPC global
US conference in the states on November to present the first case of establishing a
property management system which makes is possible to search costs per programs and
utilizing RFID linking with the budget accounting system (dBrain) as an example of

electronic innovation of government organization.
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o0 Section 1
°

.;§° Background

Since the legislation of “Act on the Management and Use of Information on
Commodity Lists” in 1991, PPS has been distributing unique numbers to relevant
products in order to effectively manage the existing and expected goods which
belong to the central and local governments. In addition, it has collected and
managed common/individual attribute information of government goods, which
enables provision of the standardized product catalog information to the public via
cataloging about one million items in total as of September, 2007. The information
is currently used by 30,000 public organizations and 120,000 private businesses
<Table 4>.

<Table 4> Establishment of PPS e-Catalog (December 2007)

~2003 2004 2005 2006 2007

Product Info 408,558 93,581 117,907 190,515 238,202 1,048,763

Sum Total 408,558 502,139 620,046 810,561 1,048,763

In addition, PPS established the Product Catalog Information System based on
UNSPSCDY which was believed to be suitable for e-Transaction in order for the
compatibility with private e-Commerce businesses and the observance of the
international standard right after the establishment of KONEPS in September 2002. As
a result, PPS enabled public organizations and private businesses to effectively utilize
functions of product cataloging request and product information search, and it is
promoting e-Transaction through linking and sharing private product information.

Recognizing product classification and e-Catalog as major factors for public-private

1) UNSPSC (The United Nations Standard Products and Services Code): A code of products and services developed for e-
Transaction by the UNDP (United Nations Development Program), a special organization of UN. It is most commonly

used world-wide.
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e-Transaction, the government realized the necessity of the standardization of the
government goods classification and linkage and joint operation of product information
between public and private sectors. More over, the Board of Audit and Inspection
recommended in July 2001 that PPS conceive a plan to secure compatibility with the
B2B e-Catalog of the Ministry of Commerce, Industry and Energy, and the Government
Policy Evaluation Committee of the Office for Government Policy Coordination had a
determination to apply the UNSPSC code as a classification standard during “the
Evaluation on Promotion Policy of B2B e-Commerce” in July 2002. It also suggested
the measures for inter-linkage through the private-public cooperative system and
information sharing and inter-linkage with the Ministry of National Defense, and
presented the necessity of improvement in the private-public cooperative systems such
as the formation of joint frameworks based on the UNSPSC code and adoption of the
expanded code in industry in April 2003.

The KONEPS product catalog information operated by PPS is used by both public
organizations and private businesses, so its use range is far-reaching and including all
product items in Korea. Moreover, PPS is doing its duty as the e-Catalog
standardization agency for management of industrial products and promotion of e-
Transaction. To promote product catalog information owned by PPS, it is required that
linking and sharing with not only B2Bs in public sectors but private sectors. Namely,
the substantial e-Transaction should be conducted through linkage and sharing of
product information.

For effective and useful linkage, the systematic definition and management of the
classification system, attribute and terminology should first be first considered, and the
meta standard reference system which is or can be linked with several (or all) standards
in e-Transaction market is needed.

Meanwhile, the number of B2B businesses which want to participate in public
procurement are remarkably increasing, which can contribute to the cultivation of a new
market of business and the promotion of e-Transaction. Moreover, the linkage between
G2B and B2B is producing social/economic synergy as well as the expansion of
market.

Recognizing that the creation of one standard among various standard systems which is
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on the rise these days is realistically impossible, PPS established the Ontology»-based
intelligent product information system in order to realize linking and sharing e-Catalogs
which belong to private businesses in the principle that it accepts variety in standard.

The establishment of the intelligent product information system is expected to play a
central role as a reference system in e-Transaction in the current point of view that the
KONEPS system is activated and various standards is existing in B2B businesses. In
addition, the establishment of this standard product information system is anticipated to
lower the barrier, so that private businesses can advance into public procuring markets
and e-Commercing markets, and be a flexible alternative to multilateral domestic/

foreign e-Transaction standards.

2) Ontology (Standard reference system): A next-generation information technology which can define vocabulary or
concepts and identify inter-relations between them in order for a computer to share knowledge with a human being, so
that the computer can understand the meaning of input information and find the target information. PPS obtained the
patent for the ontology of the intelligent product information system in October 2005. This ontology system can establish
more than 3,000 cases of product information DBs. When a user inserts relevant information such as product name,
manufacturer, model name and specifications, etc., the system provides the user a similar products on a realtime basis by

auto-classifying and double-checking overlapping products.
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° Section 2

.:‘ Project Goal

Due to the ontology-based intelligent product information system, PPS is using its
product information as the substantial national standard, and is promoting the expansion
of PPS product information by upgrading the quality of product information which has
been provided to internal/external customers.

The promotional strategies of the intelligent product information system are as follows:
First, it will enhance the efficiency in maintenance & management of e-Catalogs by
streamlining its contents via the standardization of e-Catalogs contents. Second, it will
maximize the decrease of content management costs, effectiveness of cataloging
process and external reliability by establishing the e-Catalog automation system. Third,
it will foster the activation of e-Transaction by setting up the linkage system with
private e-Business and sharing product information between private and public sectors
in contribution to domestic industry. Last, it will play an essential role as the North-East
product hub by establishing the world-first ontology-based product information system

and leading the preparation of the linkage base with the international standard.
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o0 Section 3
o0

-2¢° Scope and Content of Project

The scope of the intelligent product information system covers “the establishment of
the Ontology-based intelligent product information system”, “the establishment of the
e-Catalog contents”, “the automation of e-Catalog management process” and “the
establishment of e-Business linkage system” with a view to enabling the product
information to be effectively used in public organizations, supplying businesses and

B2B through the promotion of ISP <Pic. 9>.

<Table 5> The scope of the establishment of the intelligent product information system

Established with a view to accepting variety of standards in consideration of
the situation in which various standard systems are on the rise and
expanding linkage to B2B.

Ontology-based Intelligent
Product Information System

Established as the system which can maintain consistency in product
classification schemas in order to faultlessly share product information
because PPS and B2B use classification systems which contains various
schemas.

e-Catalog contents

Established as the system which formalize the classification process and
automatically process the procedure by improving cataloging process to
minimize a worker's subjective judgement and reducing cost and time
caused by old-fashioned work processes in which a business worker used to
insert and classify a huge amount of data.

Automation of catalog
management process

Established as the system used to support mapping and catalog systems in
order to link and utilize information between private B2B product information
which are categorized by business category or business type and PPS
product information.

e-Business linkage system
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° Section 4
°

++° Project Progress

To minimize the risky factors in establishing the product information system which
was newly applied and to promote the project successfully, PPS took gradual

progresses.

1. Establishment of Private-Public e-Catalog System

PPS made an in-depth review for the promotion of the product information system
which had already been operated in PPS and for the substantial utilization policy in
e-Transaction. In addition, it visited public organizations such as Ministry of
Construction and Transportation (MOCT) and the Ministry of Commerce , Industry
and Energy (MOCIE) and private businesses including the e-Transaction forum in
order to discuss the possibility of public-private cooperation for the establishment of
ideal product codes for e-Transaction based on the Act on the Management and Use
of Information on Commodity Lists and the way to standardize different code
systems, and finally to ask cooperation for the utilization of PPS product catalog
information.

In discussion, two conclusions were induced: 1. B2B should be proliferated through
private-public cooperation and 2. the product information system must be
established via standardizing goods classification and identification systems which
were required in e-Transaction between public & private sectors and private &
foreign sectors.

Acknowledging successes in integration of e-Catalog primarily depends on
cooperation with private sectors, PPS signed the MOU with the Integrated Forum on
Electronic Commerce (ECIF) on the standardization of goods & services
classification in September 2002. It also established the MOU with the Korea e-
Business Association (KOEB) on support for the B2B pilot project in July 2003,
drawing agreements in cooperation for operation between G2B and B2B, mutual
supports for the establishment of inter-business network sharing which was

established by MOCIE and the establishment of the intelligent product information
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system which was established by PPS, and sharing information of the classification
& attributes system.

In case of 48 B2B pilot projects in which 2,000 businesses participated, PPS's
product information sharing would enable private-public standardization and solve
the problem pointed out by the Board of Audit & Inspection and the Office for
Government Policy and Coordination.

Meanwhile, PPS established MOU with Korea Hospital Association on the
standardization of e-Catalog of medical equipment in March 2004, with Korea
Federation of Small & Medium Business on the establishment and cooperation of
CMS in August 2004, and with Defense Acquisition Program Administration on
linkage and joint utilization of private-military common goods, consequently paving

a way to link or share PPS product information.

2. Establishment of the Intelligent Product Information System

A. Establishment of the ontology-based intelligent product information
system (stage 1)

Based on “the information strategy planning (ISP) for the establishment of the
ontology system”, PPS confirmed the business project in May 2004 and singed
MOU with Seoul National University (CSE Laboratory) on “the establishment of
the ontology-based intelligent product information system” in the same year.
For the successful establishment and effective management of the system, PPS
formed the task force on June 14, 2004 and held the progress report meeting in
October 2004 to review and evaluate interim findings.
Problems found in the meeting were analyzed and modified results were reflected
in December 2004 on the follow-up processes -“the provision of the standard

LR N3

ontology model,” “the establishment of the standard database,” “the ontology

LR N3

generation system,” “the ontology management system” and “ontology reference

system” - and officially began its service in February 2005.

B. 1st enhancement of the intelligent product information system (stage 2)

The objective of this system establishment (2nd) was to promote customer service
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and enhance the performance of the intelligent product information system. On the
basis of the previously established system in 2004, PPS settled the project plan in
April 2005, and concluded MOU with Seoul National University (CSE
Laboratory) in May the same year. Moreover, It formed the joint task force with
the Korea e-Business Association (KOEB) and held a kick-off meeting to explain
the outlines of the system establishment.

Following the progress report meeting in which interim findings were reviewed
and evaluated, and problems were analyzed and changes were reflected, PPS
finally finished the whole process system in December 2005 - “the support system
of automatic generation of ontology-based product catalog,” “the
mapping/cataloging support system of the ontology-based B2B-G2B product
information” and “the transaction information provision system via linkage
between the product information system and the KONEPS shopping mall.”

In addition, with this world-first application of the ontology technology to product

information, PPS held a patent for invention in the same year.

C. 2nd enhancement of the intelligent product information system
(stage 3)

PPS have the project plan complete in July 2006, and concluded MOU in August
with Seoul National University (CSE Laboratory) on the system establishment in
order to improve the performance of the intelligent product information system,
enhance product information quality and develop the ontology-based product
information search system (upgraded the KONEPS shopping mall). Furthermore,
it formed the joint task force with the Shopping Mall Team, held launching
meeting on August 29, and gave a presentation on the system establishment.
The interim meeting in which interim findings of the project was reviewed and
evaluated was held in November. Problems were analyzed and modified contents
were reflected on the revised project, and “the ontology-based product information
search system on the e-Shopping mall,” “the product attribute information
registration standard/automation system” and “the product image registration

automation system” were established in December 2006.
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Enhancement of Business Productivity Improvement of Product Search
The productivity of product information The function of the product information system
increased (annual average: 42%). increased. (annual average: 42%).
66,000 ('03) = 94,000 ('04) =» 118,000 ('05) — search speed: 15 sec, = 8 sec, (47%)
= 190,000 ('06) — search method: 5 steps = 2 steps
. . Search function of the e-shopping mall system
Cataloging process was improved was enhanced.
— cataloging request: 3 steps = automation — Ontology-based intelligent search

— automation of image registration — Various research within search results
— Key word input supporter, etc.

Intelligent Product
Information Syste

Standardization of Product Information

Promotion of Use of Product Information

Proliferation of product information use

@ Attribute information was applied with the (the monthly average of visits)
international standard — 440K (05) = 1,700K (06) = 880K (June, '07)
— A function for the PPS product information . . . .
attribute was applied with international standard Product information was provided via
inter-system linkage
& Product information quality was revised, — dBrain, Nat'l Education Information System,
— the ratio of product information between 1 to 2: City/Province Administrative Information System,
48% (04) »71% (06) National Budget Information System

Private B2B product information was linked

— 4 businesses (watch, industrial arts, stationery and
industrial equipment) Intelligent Product Information
System

<Pic. 9> Establishment Effect of Intelligent Product Information System
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Integrated Supplying Business Through
DW (Data Warehouse)?

196 Korea ON-line E-Procurement System



Chapter 4 Integrated Supplying Business Through DW (Data Warehouse)

° Section 1
°

¢¢° Outline

Users save and search data in the database in order to conduct business using
infrastructures such as EDI and the KONEPS system. When a user gives an order to extract
data from the same database for extra analysis of information, the system can be
overloaded, consequently causing substantial disruption to prompt business process. In
addition, the infra system was generally designed in database type for business process, so
it is not suitable for various and professional information analysis. Thus, it is necessary to
establish separate database systems to analyze information for decision making of PPS
officials and public organizations, and extract statistics information to meet user's demands.
In this regard, PPS promoted development of the DW system as part of “the integrated
procurement information system (DW) and e-Market place projects” for 10 months from
June 19, 2001. The first established DW model is composed of common reports which can
enable 516 multi analyses by collecting user demands based on lots of reports of the
procurement EDI program (domestic/foreign procurement, construction, stockpiling,
accounting and public administration-related supplies) which had already been used.
Moreover, PPS launched the second DW project from September 2, 2003 to September 1,
2004 as part of “the enhancement project of customer-oriented service of the national
integrated e-Procurement (G2B),” which was supported by the Ministry of Information and
Communication through the information project in 2003. However, the procurement
accounting service was excluded from the DW establishment scope of the enhancement
project in the background that the service is to be classified as an original procurement
work according to the informatization support program, so the service was used in linkage
to the system which was established in the first DW project.

In the second project, 1,381 multi analyses and statistics reports were developed by
reflecting surveys from the procurement EDI works (domestic/foreign procurement,
construction, stockpiling and public administration-related supplies), various KONEPS
reports, employees of PPS & public organizations and supplying businesses based on the
DW system which had been established in the first project.

3) DW (Data Warehouse): A database used to convert data in databases of an infra system to a common format and manage
them in unification. It is utilized as an information management system supporting internal decision which includes in

function data storage and analysis. In PPS, it is referred to as the procurement EDI system.
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o0 Section 2
o0

-s¢° Details of Contents Established

A Data Mart® for the support to marketing and CRM (Customer Relationship
Management) in order for PPS officials who use the DW system and KONEPS users to
conduct their own businesses without problems with the procurement EDI which is the
source of the integrated procurement information system (DW) and KONEPS.

<Table 6> Established Contents in Business and Information Classification

Construcl| Administ § Stockpili KOgEP KOgEP
ration ng (In) (EX)
26 0 0

Strategy
&

Compre fDomestic Foreign

Manage :
e hensive § Procure | Procure

Total

on

Dhﬁg'k?;%” 120 | 164 | 35 0 12 3 360
st

it,?;f)’}s?ss 0 0 208 84 187 | 281 74 109 | 78 | 1,021

Total | 120 | 164 | 243 | 84 199 | 284 | 100 | 109 78 | 1,381

<Table 7> Background Operation

Classification ODS table EDW table
469 ‘ 467 ‘ 29

Total ‘

ETL program
‘ 828

1. Establishment of Integrated ODS & EDW

PPS established ODS (Operation Data Store)> by integrating data which had been
separated by works (procurement EDI, KONEPS, catalog) into data which were end
users/suppliers/goods-oriented. With the integrated ODS, it could accumulate infra system

data on a realtime basis, minimize overloads of the procurement EDI or KONEPS when

4) Data Mart: In general a data mart is a small-sized data warehouse which extracts and store some data which attract a
certain user.
5) ODS: Operation Data Store
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users searched for information via DW and provided the ground of DW development.

In addition, PPS set up EDW (Enterprise Data Warehouse) to help a user extract an
analysis tool or statistics reports in a best optimized manner which were needed in view of
a user, and to make up the Data Mart which had been needed in a unit business, enabling
it response to a user's demand as fast as possible.

In particular, the ETL? process which extracted and transform all data provided by the
DW system and load them into the EDW® is conduced from 00:30 through 07:30, when
the EDW table and CUBE is generated, and thus, a user can get necessary outputs through

an analysis tool and a statistics report.

2. Decision Support and Establishment of Statistics Analysis Model

PPS first laid groundwork for the supporting system to strategic decision making of
both the internal customer of PPS and customers of public organizations and
supplying businesses. It also set up multi-dimensional data model to analyze
information effectively and profoundly using OLAP (On Line Analytical
Processing)? and added a variety of statistics information and visual functions to
support decision making.

Above all, the DW portal screen was separated according to the interests of internal
users such as senior officials and normal employees. For senior officials, it designed
the screen to provide necessary information for general analysis of procurement
business and decision making process; for normal employees, it formed the screen to
furnish detailed data for tasks concerned and reports for statistics analysis. Beside the
separation, PPS improved the system to provide customized services by

characteristics of central/local offices.

7) ETL (Extraction, Transformation, Loading, synonym with ETT): All processes, such as extracting necessary data from
the source system, transforming, transferring and loading it to the target system.

8) EDW: It include not only the DW-expanded model that emphasizes various inter-system interface and data integration
which occurred in a course of trying to expand the existing DW to company-wide bounds, but also BPR domains which
contain process standard and improvement of business information. Further, it becomes the data source for various
analytic applications, such as CRM and BSC.

9) OLAP: Utilizes the data collected through a process by which a user analyzes information by an interface style from
various angles.
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The number of reports were 1,400, which were prepared within DW to assist decision
making and statistics analysis. It provided the ‘My Documents' folder in order to
enhance a user's convenience including report access in case that the user wanted to
manipulate the data that he/she used to make use of, and added search function, so
that a user could easily find the data he/she needed and run the report on the report
menu searched.

On the other hand, PPS made it easier for a user to search and use 78 of all reportsin
the integrated procurement information system.

<Table 8> Analyzed details in analysis types

Analysis Type Analyzed Details

Strategic management | procurement performance, management information, public org./supplier
information information, main contract information, etc.
Comprehensive customer analysis, purchase/deliver/provision analysis, commission analysis,
analysis per-business EDI history, etc.
. contract, delivery, purchase & provision, termination, accounting-related
Domestic goods o
statistics, etc.
Foreign goods purchase performance, shipping status, purchase service, etc.
Stockpiles general statistics, settlement statistics, future option statistics, etc.
statistics, purchase, contract, provision, termination, stock-related statistics
Storage . .
analysis, stock lists, etc.
. current collection resolutions, uncollected amount, payment, return by business,
Accounting
etc.
KONEPS use record of KONEPS, basic statistics of KONEPS, etc.
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° Section 3

-° Establishment Effects

PPS can provide immediately diverse decision support information and statistics
analysis information which are needed by internal users and externa customers (public
organizations and supplying businesses) due to the establishment of the integrated
procurement information system. Therefore, this system can not only back up al public
organizations and supplying businesses which use KONEPS with decision support and
the enhancement of customer satisfaction, but also assist PPS with the establishment of
marketing strategy by analyzing various types and patterns of customers.

Moreover, it reduced time and money for searching and recycling information, and
removed inefficiency in repeated works, thus increasing effectiveness of works.
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Stage 1
(Jan.'03~Nov.'04)

Promotion of
KONEPS brand

Stage 2
(Nov.'04~Jun.'05)

Security of position as an
e-Procurement leader

- UN Public Service - Selected as best practice

Award by UN e-Government
assessment

- OECD, Presentation at
World Government
Innovation Forum, PR at
Government Innovation
Expo, e-Biz Expo, etc.

- Joint conference with
international org. &
participation in
international expos.

o - FS on e-procurement for

- Participationin Vietnam and Pakistan
UN/CEFACT meeting - ;

- Leading in international

standardization of

Stage 3
(Jul.'05~)

Proliferation of
e-Procurement

- Won WCIT, Global IT
Excellence Award

- Establishment of
cooperation with
international financial
institutions

- Promotion for
cooperation with
Ukraine, Kazakhstan and
Texas State, US, etc,

e-procurement

<Pic. 1> Promotion of e-Procurement into the world

Section 1

Promotion of KONEPS as a Globa Brand

With the First UN Public Service Award in 2003 and the WCIT Global IT Excellence
Award in 2006, KONEPS gained its reputation of excellence in the world. However,
PPS did not find satisfaction in them, but intensified its international cooperation
activities by proclaiming ‘ KONEPS, the English name of Nargangteo in October 2006
which had been used as the domestic name for the national e-Procurement system. Asa
result, it made atangible achievement that the KONEPS brand was chosen as one of the
2006 government selections, the international -authorized brand and one of 10
government innovation brands. It is still serving to run an e-Procurement capacity
building program for developing countries, regiona joint seminars, and trying to export
e-Procurement policy to Central & South American regions.

As the first step for public relations of the KONEPS brand, PPS began a series of
activities coupled with international ingtitutions. It classified externa customers into
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four groups-a general civilian, a specialist group, a potential customer and an existing
customer - and selected target countries for the export of KONEPS in an attempt to
sublate a commercia-level PR or a sporadic event, and promote a marketing-typed PR
activities to upgrade the brand value of an agency and its service.

Since the service competitiveness, supported by KONEPS as the national integrated
procurement system, gave satisfaction to both the public organization and the supplying
business, its project gained its foothold in the e-Government project from the beginning.
Based on this name recognition, PPS gave presentations in various internationa conferences
jointly with international communities, such as UN, the World Bank, Asia Development
Bank (ADB), Inter-American Development Bank (IDB), International Anti-Corruption
Conference (IACC), etc. In particular, PPS administrator promoted KONEPS &t ‘ The Globa
Forum on Governance: Fighting Corruption and Promoting Integrity in Public Procurement’
in Paris in November, 2004 through his keynote speech with the title 'Policy for Fighting
Corruption and Increasing Trangparency in Public Procurement.’

<Pic. 2> OECD Anti-corruption Global Forum on Procurement

PPS Administrator Choi gives a presentation at 'OECD Anti-corruption Global Forum on
Procurement’, France. (Novemer 11, 2004)
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Since then, PPS has served to disseminate the superiority of Korean e-Procurement in
international arenas more than 160 times from 2003 to 2007 through presentations on e-
Procurement practice at diverse events, such as diverse international workshops and
exhibitions. To readlize international standardization, PPS has continuously participated
in the groups (TBG 17 and TBG 6) of UN/CEFACT, and finaly had the KONEPS bid
processes reflected in the UN standards in 2005. In 2006, each article of the KONEPS
e-Documents on the processes was reflected in the UN standards.
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Section 2

|nitiation of Know-How on e-Procurement
Administration into 50 Countries

PPS intensified international marketing for the purpose of promoting KONEPS as an e
Procurement global brand; in this respect, it reached in range not only to Southeast
Asia, but to ECA (Europe and Central Asia) and Central & South American regions. It
also endeavored to share success story and experience with international societies and
expand its practices in the world by giving presentations and co-hosting international
workshops with international institutions including the World Bank. In the result of
those efforts, the KONEPS brand became more famous as the symbol of e-Procurement
in the world than inside the country.

The name recognition gained in international communities made K orea the target nation
for benchmarking from foreign countries. Not only Asian countries including Japan,
China, Hong Kong, Taiwan, Vietnam, Pakistan, Sri Lanka and Laos, but other 50
foreign countries such as Turkey, Costa Rica, Brazil, Ukraine, Russia and Romania
dispatched benchmarking squads to Korea in order to inherit know-how on e-
Procurement administration. In consequence, PPS won an official commentation by the
Office for Government Policy and Coordination in November 2005 for its recognition
as ‘'the most learned government policy by foreign countries.’

In acknowledgement of these performances, there are not a few countries which try to
discard the tradition of merely taking a visit to Korea for presentation, but instead, to
send their study tour delegatesto PPS to learn in-depth knowledge, such as the strategy
of system establishment, encryption and operational method, etc. Delegates from
Bangladesh, Vietnam, Mongolia, Thailand, Saudi Arabia in Asia and even Ethiopiain
Africa dispatched specialists to Korea with an aim to get a deep knowledge of
KONEPS for two or four days. Moreover, Maaysia, whose e-Procurement system was
developed and provided by a private company sent to Korea and supported its system
developers and high-ranking officials of the Ministry of Finance to be trained at PPS for
several daysto upgradeits system performance.

Particularly, at the end of 2007, Alan Garcia Perez, the president of Peru, who himself
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had expressed a plan to establish the e-Procurement system in his country, made a
request to Korea through the CEO of PetroPeru the government-owned corporation to
present KONEPS to the Peruvian government in view of the innovation in public
procurement. Accordingly, PPS sent a specia group to Peru and gave a presentation on
innovation in public procurement administration and a diversity of services provided by
KONEPS in front of about 400 public servants on Peru.
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° Section 3

-=* KONEPS asthe English Brand of
‘Nargangteo’

‘Narajangteo’ was created

through public suggestion in m

2002. PPS made a plan to entitle
the legal name, ‘the national KO E P S
integrated e-Procurement system,’

& Sy Korea ON-line
a new name through the internet E-Procurement System
in November 2002, to make it
easier for people to call and _

. ) <Pic. 3> KONEPS Logo

remember it. The conduction of
public naming contest was made to promote a new system as well as the decision of a
new brand name. A tota of 3,925 join the event, and the judges concurred in selecting

‘Nargjangteo.” As of 2004, PPS has created and applied the agency symbol mark, the
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<Pic. 4> KONEPS Proclamation Ceremony
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character (Narmi) and the dogan for agency-wide image integration.

As a matter of fact, Nargjangteo has been settled as the domestic brand of the national
integrated e-Procurement system since 2002, and recognized as one of the best and
well-made Korean brands. In case of the English name, however, GePS (Gov "t
electronic Procurement system), the modified English version of the national integrated
e-Procurement system, was not considered to be original and characteristic. PPS
searched and found that each country has its unique and original image, slogan and
brand name. It was necessary to make a new and striking English brand which could
easily appeal to people in the world in order to push GePS up to the international brand.
Hence, it changed GePS to KONEPS in October 2006, which was born by the public
contest, and set sail for globalization of the brand.

From GePS to KONEPS

PPS changed its name of e-Procurement system from GePS to KONEPS.

KONEPS is the abbreviation of Korea ON-line E-Procurement System, the name that considered
originality, pronunciation and mnemonics. Most of all, KONEPS gained the highest point among internal
employees and experts in that the pronunciation reminds people of ‘Synapse, a junction of neural
networks of a human body, which can also recall the Korean synapse.

In addition, the Taegeuk line which represents a fast and accurate e-Business was added on the design,
so that it can appeal to both the inside of Korea and the world. This concept of design was not merely
applied to be in harmony with PPS symbol mark, but to be expanded in application to ‘Korea Business
Platform’, the brand slogan of KONEPS.
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Chapter 2 Infrastructure for Policy Export

The objective of a series of activities in which PPS promoted KONEPS as a global brand
in e-Procurement and expanded e-Procurement in the world jointly with international
organizations were not simply to let the world recognize the excellence of KONEPS.
Gaining international recognitions of KONEPS would be the best solutions to a public
distrust of government procurement. International acknowledgment made it possible for e-
Bidding process of KONEPS to be reflected to the international standard, and further to
find some achievements.

On the other hand, one thing unsatisfied is found that the policy export and international
cooperation of KONEPS had not been processed based on mid/long-term strategy, but
had been done periodically. Up to those days, PPS had processed international activities
in sporadic manners, so it was in want of comprehensive networks to link a policy export
to a system export. Therefore, an idea was suggested that PPS needed to have a focus
more on the export of KONEPS policy and the establishment of the master plan for
international collaboration in terms of systematic promotion of strategy than simple
presentations or co-hosting of workshops. Moreover, it was necessary that PPS establish
a mutual tie for cooperation with the Korea International Cooperation Agency (KOICA)
and the Export-Import Bank of Korea (KEXIM) which are in charge of financial support.

Section 1

Promotion of Cooperative System with
Relevant Associations

To foster the effective international cooperation, PPS signed MOU with domestic
institutions concerned including KEXIM, and reorganized internal systems.

It spent huge amount money and time (about over two years) to establish partnership
with countries interested in e-Procurement to maximize synergy via building up
partnership with relevant agencies promoting international collaboration.

PPS delegation took a visit to the World Bank, IDB and ADB to construct human
networks in 2005, and established MOUSs on business cooperation in 2006 with the
KorealT Industry Promotion Agency (KIPA) which was responsible for e-Government
cooperation with foreign communities and KEXIM which was in charge of Economic
Development Cooperation Fund (EDCF). In addition, PPS signed an MOU with the
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Ministry of Information and Communication (MIC) in January 2006, with an am to
share external information of e-Procurement, so as to support EDCF to potential
countries which was expected to introduce the e-Procurement system to their home.

The MOU signed with KIPA and KEXIM included the cooperation in regard to laying
the groundwork for mutual aids from the business initiation, so that they could promote
the advancement of e-Government to foreign lands by means of overseas expansion of
relevant businesses and promation of inter-government collaboration in economy.
Moreover, it reached an agreement with the Korea Agency for Digital Opportunity and
Promotion (KADO) in co-hosting an e-Procurement capacity building program for
developing countries, and drew a promise from KOICA to support each other in the
event of establishing an e-Procurement pilot system in Vietnam.

1. Cooperation with KIPA: Support to the feasibility study (FS) for
developing country

Collaborator Collaboration in Detail

« cultivation of a target country, provision of cooperative relation

« discussion on F/S implementation and follow-up business

« financial support for F/S
KIPA

« selection of the business for F/S

2. Cooperation with KADO: Conduction of training for officials of
developing countries

Institution Collaboration in Detail

. exploitation of a new target country

« program design, education material and training

+ administrative details

KADO
« full payment of expenses for invitations, training, etc.

216 Korea ON-line E-Procurement System



Chapter 2 Infrastructure for Policy Export

3. Cooperation with KOICA: Support to the establishment of am
e-Procurement pilot system in Vietnam

Org. Collaboration in Detail

« cooperative base, completion of F/S

PPS « discussion on the establishment of an e-Procurement pilot system, legal framework
and consulting on e-Procurement
» financial support for the pilot system
KOICA

. selection of a system establisher and implementation of the projec
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° Section 2

.:' Co-host of e-Procurement Workshop with
International Financia Ingtitution

To promote expansion and dissemination of e-Procurement in the world, PPS embarked
upon an international business of collaboration together with international organizations
including the World Bank, which are holding information and funds for developing
countries. It held an international workshop on e-Procurement jointly with ADB and
UNESCAP in June 2005, and successfully finished an e-Procurement which was held
in Astana, Kazakhstan in May 2006 visited by Kazakhstan officials and relevant staff
responsible for e-Government.

- 60 experts from 34 countries and international
organizations participated in the workshop.
(UNESCAP Secretary & ADBI Dean participated)

-Mainly discussed on each country's e-
Procurement practice, successful story, security
standardizations, legal frameworks.

Public Procurement Service = World Bank

Workshop on e-Government Procurement Reform

oo o I W - I

- 17 high-ranking officials including administrator
and director general of Kazakhstan, Azerbaijan,
Armenia and Georgia participated in the event.

o Tty rmcion gy

Sror Ko Busies Ascatin

- 4 senior consultants from the World Bank joined.

-each country's e-Procurement practice was
presented and inter-country cooperative strategy
was discussed.

<Pic. 6> Joint conference with the World Bank (Nov. 2006)
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Encouraged by the success, PPS held a workshop on innovation in e-Procurement in
Seoul in November 2006 with participation of officials from 4 countriesin ECA region.
This Seoul workshop in which high-ranking officials from 4 countries- Azerbaijan,
Kazakhstan, Armenia and Georgia- participated attracted attentions from participating
countriesin the Korean procurement system and KONEPS.

In return for the event, PPS dispatched an officia group which was made up of public
officials & private specidists including a KONEPS devel oper to the ECA 4 countriesin
January 2007. It had opportunities to meet with a minister of finance in each country
and discussed mutual collaboration. In particular, it signed an MOU with Armenia and
Georgia on education, consulting on e-Procurement.

In January, 2008, PPS hosted an e-Procurement workshop in support of the Inter-
American Development Bank (IDB) in Panama, targeting 23 countries in the Central &
South American region (CSA) and the e-Procurement capacity building program with
IDB in Seoul in June with 15 participants invited from 4 countries (Costa Rica,
Jamaica, Peru and Uruguay) in CSA. Moreover, PPS held an international e-
Procurement workshop with a title, 'Workshop on Government Procurement Reform
through IT" jointly with the African Development Bank (AfDB) in Seoul on October
27-30, 2008, which was visited by 19 high-ranking officials from 9 African countries
and organized in line with the 2nd KOAFEC Minigterial Conference. Among them,
Tunisia and Senegal which were interested in an e-Procurement system signed the
MOU on e-Procurement cooperation with PPS, in which PPS and its partner country
came to an agreement that they would support to the education and training for e-
Procurement and provision of relevant consulting and other technical assistances.
Without resting on this position, PPS is planning to gradually expand this cooperative
business with a new internationa financial mammoth partners like AfDB in order to
disseminate the KONEPS-based e-Procurement system in the world, subsequently not
only leading the globe in e-Procurement, but further being a frontier in u-Procurement,
the next step for procurement in the near future in harmony with other u-Procurement-
related internationa institutions and societies.
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g-Procurement CHUGCW Building Workshop M

PPS Hall, June 8 - 12, PPS - IDB

-15 specialists from 4 CSA countries and IDB
participated in the workshop.

-PPS and 4 country-participants had a chance to
share with each other their best practices,
successful stories, security standardizations and
legal frameworks.

-19 IT and procurement experts from 9 countries
and an official of AfDB joined the workshop.

-Aimed to learn each country's e-Procurement
practices, useful information in public procurement,
best practice of PPS in government innovation
through e-Procurement, etc.

<Pic. 8> e-Procurement Workshop (Oct. 2008)
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Export of KONEPS to the World
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Countries in the world are very active in introducing the e-Procurement system in their
country to enhance transparency and efficiency in public procurement which covers 10~20%
of GDP in total. The advanced countries has been operating the e-Procurement system with
their own IT technology, and developing countries are promoting IT business via the support
from international organizations including the world bank.

As for the advanced country, each system provides separated services by its content, but
KONEPS provides integrated services from business registration, bid, contract and to
payment, which help to gain competitiveness. Above all, the e-Procurement system was
involved in the WTO Agreement on Government Procurement and FTA, by which the
expansion of e-Procurement in the world is a matter of time.

As KONEPS was recognized as the e-Procurement 'best practice mode' from international
communities like UN, the chance for KONEPS export became higher. Based on the request
of Vietnam for the support to the e-Procurement pilot system, PPS is planning to establish the
system during 2008 via the ODA program of the Korean government. By this, the KONEPS-
based e-Procurement will be established outside Korea for the first time. In 2007, PPS helped
the Armenian government with the preparation for a business proposal in consultation in order
to establish the e-Procurement system, and supported Mongolia and Georgia governments
with feasibility studies on the establishment of the e-Procurement system. In addition, it held a
workshop on e-Procurement for procurement experts in Peru, coming to an agreement that
each government will continue cooperative relations for e-Procurement.

In consideration of KONEPS export, PPS modularized an e-Bidding part to have it accustomed
to foreign procurement process in September 2006. It means, PPS made an effective
preparation for the export of KONEPS to foreign countries by modularizing major parts of e-
Bidding process from bid notice to awarding in goods, construction and service areas in case
that a foreign government requests for the e-Bidding system applied to KONEPS.

Section 1

Promotiona Strategy for KONEPS Export

PPS established ‘ Promotion Strategy for KONEPS Export’ in January 2007 so as to expand
and disseminate KONEPS to global societies.

It firg classified target counties by region, and then graded them according to economic leve,
IT infrastructure and strong will to introduce the system. In this way, PPS can differentiate
them in a cooperation scheme and maximize the limited power of international cooperation,
which PPS believe will make it faster to redlize the KONEPS export. Regarding a country
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which shows positiveness in introducing the system, PPS will assist it with FS, and based on
the result, it will gradualy promote the establishment of the e-Procurement system jointly with
domestic indtitutions related to financial support for atransitiona country.

Support to an .

Selection of Sibpeiie Support to e-Procurement Pr]? Ll
target count education F/S pilot system alfullisystem
¢ i & training (grant) export (loan)

<Pic. 9> 4 Steps for KONEPS Export

PPS sdlected target countries after grasping levels of and interests in e-Procurement of those
countries to export KONEPS. The sdlection progress is as follows. First, a country's will
should be considered based on participation of benchmarking and international workshops,
followed by IT infrastructure, corruption degree and economic trade level. Second, education
and training should be done against targeting countries. After supporting e-Procurement
training for target country officials by utilizing programs run by KADO and KOICA, a
potentia country of e-Procurement business among target countries is to be assisted with FS.
Expenses for this program are to be supported by KADO and KOICA. Regarding the country
which was supported with FS, PPS will provide it with an e-Procurement pilot system (grant)
and promote the e-Procurement system export. Last, considering the country which is provided
with the pilot system, the establishment of the e-Procurement system through an EDCF loan
will be promoted.

Based on this strategy, PPS administrator took a business trip to 4 ECA countries in January
2007, and singed MOUs with Georgia and Armenia on cooperation in e-Procurement.
Meanwhile, the Mongolian delegation which visited PPS for KONEPS benchmarking in
March 2007 expressed its strong drive to develop the e-Procurement system like KONEPS,
requesting for the FSin the Mongolian government.

As a follow-up, PPS is in the discussion of the establishment of the system in Georgia and
Mongoliaby using ODA (Officid Development Assistance) on the result of the FS consulting,
and the Mongolian government is under consultation of the development of the e-Procurement
pilot system in the near future. In regard to the Vietnamese government which was more active
in introducing the e-Procurement system in its country, PPS will assist in setting up the pilot
system in 2008 in joint support with KOICA.
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° Section 2

.+* Selection of the Target Country for
e-Procurement

PPS drew up 4 groups according to the potential of developing countries with aview to
exporting KONEPS.

_‘.\‘J’—‘}/ L--K é

.) 4 .~ -~

o /1 4 f '/E?A Regloh oemmone, /;17/‘
~ ,I‘\‘ f\'\ h-l',. .r.o'O :Yﬁ

Asia

A\ C. Central Asia & Africa \ / D Sy

( Shesea
" § i %
o A
‘l’ ".N
: i
[} [ "‘ :'
\ C
a‘--'

entral )
Southem America

<Pic. 10> 4 Regions for e-Procurement Export

It first divided them into 4 groups based on IT infrastructure and economic level, and
then set up different strategies on the groups. This tactics resulted from the judgement
that al the projects essentially depend on our financial condition despite the fact that
developing countries long for the our technical assistance. The table below is a
classification of 4 groups based on the ODA program.

<Table 1> Classification based on the Potential

EDCF-linked KOICA-linked Priority applied

IT Infra Level Above Avr. Below Avr. Above Auvr. Above Avr.
Economy Level Above Avr. Below Auvr. Above Avr.
CPI Avr. Below Avr. Avr.
EDCF Potential o) o) O X
KOICA Potential X o) o) X
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Section 3

Education and Training for
Target Countries

To establish the infrastructure for developing the e-Procurement system, a training
programs takes its part. PPS has shared its know-how of e-Procurement with more than
30 countries since 2003. There are countries increasing in the number which dispatch
their study tour team to Korea in order not only to learn know-how on success in e-
Procurement, but also learn more deeply about detailed information, such as technical
parts including the establishment strategy, encryption and operational methods. To meet
this demand, PPS has developed a new paradigm of education and training suitable for
target partners and provided customized programs to them. It also provided a special
program in order for visitors to experience excellence of KONEPS through English
virtual experience program of KONEPS, and published and distributed KONEPS PR
CDsin their languages. Indeed, it promoted international cooperation with some of CIS
countries which showed interests in e-Procurement when visiting those areas in January
2007 with the Russian-version KONEPS CD. Moreover, it made PR CDs in other
languages (Chinese and Spanish) and displayed at an e-Government exhibition, and
used them for marketing tours.

It broke from the one-way trade of providing our information to benchmarking
delegates; ingteads, it changed its paradigm of communication in which it encouraged
vigitors to exchange procurement-related information with each other, so that it can
accumulate various information of countries, and thus it would develop another win-
win program for e-Procurement cooperation by utilizing those data.

With this content, PPS hosted an e-Procurement capacity building program for
developing countries jointly with KADO on July 3-10 (8 days) in 2007.

KADO was in charge of invitation budget and program operation, and PPS supported
the program with decision on target country and program design. PPS confirmed 19
members from 12 countries including Asia, Africaand Central & South America based
on recommendation from existing countries and each embassy.

The program was focused on the infrastructure for e-Procurement including the
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purchase system and construction contract system in Korea. It also contained the
program of visit to relevant ingtitution and culture to introduce the devel opment process
and cultural section in Korea. Most of all, lectures on e-Procurement infrastructures
required for e-Procurement, such as ‘regulations on e-Transaction,” ‘encryption & e
Signature’ and ‘e-Catalog’ became the main attraction of participants.

PPS will not stop to prepare for education & training programs for the expansion of e-
Procurement to developing countries in the future. In addition, it is making all-out
efforts to provide a best environment for maximization of internal performance for the
purpose of supporting these programs. It focused on cultivation and management of a
new partner country by recruiting an international cooperation expert to enhance
information analysis of e-Procurement level of other developing countries and their
interests in introducing the system in foreign countries. To improve internal English
proficiency, PPS has been running an English study club (With KONEPS) to help
relevant employees improve their English and have an opportunity to use English to
communicate with foreigners, thus upgrading their professionalism.
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o Section 4
-+ Visualization of Policy Export by
Digpatching aMarket Exploration Team

The Market Exploration Team that intends to investigate validity of e-Procurement is very
important in terms of policy export strategy of KONEPS.

PPS, in 2005, dispatched the market exploration team to South America dong with MOFAT
and KOTRA to introduce KONEPS to government officials who work for procurement,
finance and e-Government and to provide e-Procurement related technology consulting. In
Peru, exchange of procurement information and the future cooperation with a director of
procurement department and high ranking lawvmakers were discussed.

In January 2007, government and non-government joint KONEPS team was dispatched to
Kazakhstan, Azerbaijan, Georgia, and Armenia and had meetings with minister of finance and
procurement department who are in charge of procurement administration to congruct the cooperaive
system on e-Procurement. MOU ws finished with Georgia, and Armenia and in Armenia there was
held aninterview with mediato promote the superiority and efficiency of KONEPS.

Clockwise from the left: Meeting with the Minister
of Finance of Kazakhstan (Jan. 24, 2007)

Meeting with the Deputy Minister of Information
and Communication of Azerbaijan(Jan. 26, 2007)

Press Conference with Armenian journalists (Jan.
31, 2007)

<Pic. 11> Visit of PPS Administrator to ECA Countries
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- Signed MOU with Georgia on e-Procurement
cooperation in November 2006, which was resulted
from PPS-WB joint workshop. (Jan. 2007)

- Dispatched pre-inspection team for FS (Mar. 2007)
- Conducted FS for e-Procurement. (Jul. 2007)

-Signed MOU with Georgia on e-Procurement
cooperation in November 2006, which was resulted
from PPS-WB joint workshop. (Jan. 2007)

- Dispatched pre-inspection team for FS (Mar. 2007)
- Conducted FS for e-Procurement. (Jul. 2007)

-Signed MOU with Armenia on e-Procurement
cooperation. (Sep. 2005)

- Discussed technical consulting implementation for the
proposal support for e-Procurement project (Mar.
2007)

- Conducted the feasibility study on e-Procurement (Jul.
2007)

<Pic. 12> Establishment of MOU with Georgia and Armenia (January 29, 2007)

Bi-Lateral Procurement Collaboration Memorandum of Understandir

+g¢ Public Procurement Service = Ministry of Finance
o, (Korea) 500 ¢, (Mongolia) o

-5 Mongolian officials visited PPS for e-
Procurement benchmarking (Feb. 26-28, 2007)

- Signed MOU with Mongolia on e-Procurement
cooperation (Jun. 7 2007)

- Conducted FS on e-Procurement business for
Mongolia (Jul. 2007)

<Pic. 13> MOU with Mongolia on e-Procurement Cooperation (June 2007)
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-PPS Administrator visited CONSIP of Italy for
discussion on e-Procurement cooperation
(Sep. 2, 2008)

- Signed MOU with Italy on e-Procurement cooperation
(Sep. 2, 2008)

<Pic. 14> MOU with Italy on e-Procurement Cooperation (September 2008)

or Regulating and Monitoring Public Procurement
3 - -PPS Administrator visited NARMPP of Romania for

discussion on e-Procurement collaboration
(Oct. 1, 2008)

-Signed MOU with Romania on e-Procurement
collaboration (Oct. 1, 2008)

- 2nd KOAFEC Ministerial Conference was held in Seoul
on Oct. 27-30. 2008.

-PPS Administrator signed MOUA on e-Procurement
collaboration with Tunisian HCPP during KOAFEC
Ministerial Conference(Oct. 28, 2008)

-PPS Administrator signed Trilateral MOU on e-
Procurement collaboration between PPS, ADIE and
ARMP during KOAFEC Ministerial Conference
(Oct. 28, 2008)

<Pic. 17> MOU with Senegal on e-Procurement Collaboration (October 2008)
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Section 5

The Future Task of
KONEPS Policy Export

PPS drew athree year plan caled the “KONEPS Policy Export Road Map” in the early
2007 to effectively perform it and promote KONEPS export to international market.
There are some challenge that PPS faces to successfully enter the international market.
To acquire competitiveness of KONEPS to compete the advance countries' e-
Procurement. KONEPS system must be more advanced. Also, through cooperation
with other government agencies that are charged of international trading, ability of
international cooperation of KONEPS and synergy effect must be reconsidered.
Specifically, in terms of economy cooperation fund that supports the developing
countries during a stage of system export discussion with them, preferential interest rate
must be applied to functions that has globa competitiveness. Also, cooperation with
international financial groups to support e-Government of the developing countries
must be intensified. Functional unit system that can be applied to countries that are
interested in introducing e-Procurement regardless of IT infrastructure must be
developed.
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Chapter 4

Leading the International
Standardization of e-Procurement
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Section 1

Necessity of Standardization of
e-Procurement and the
Current Situation of the Projects

1. Necessity of Standardization of Electronic Procurement

The failure of development of Japanese Sony home video players are the most famous
case to show the importance of standardization. In 1975, Sony developed a Betamax
video player for the first time in the world and created a new market for that. However, a
year after, Japanese another company, JVC developed a VHS video player, and arival
company of Sony, Matsushita adapted this technology to their own video player in 1977.
Additionally, they opened the specification to the public to provide various products
technical support. As aresult, they swept over the home video market. Finally, Sony that
sticked to Vetamax with technical superiority abandoned this technology in 1988. This
Sony case tells us that despite development of the new product and technological
superiority if its universality and standardization are not acquired in the market, the
product cannot survive. The same case can be found in Apple computer with better
technology, which however was defeated by IBM computer that achieved technical
universality by opening the specification.

The above case can apply to electronic procurement which is one of the electronic
government fields. Public Procurement Service (PPS) developed a electronic tender
system in the fourth in the world. Since year 2002, all public agencies have been using
this system, and yearly 21 million persons participate in internet tender. For last five
years, 93 Million persons have participated in 780,000 eectronic tenders, which is the
world largest electronic tender market. Because of this achievement, in 2004 KONEPS
was designated the best practice of e-Procurement by UN. For this e-Procurement system
to be successful, it needs international standardization not to follow the failure of cases of
Japanese Sony or Apple computer. To prevent this failure and intensify the
competitiveness of nationa information and communication companies, PPS has been
interested in standardization.
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Before national and international standardization on document interchange, because of
the different environments of each agency, connections between systems faced big
obstacles in the discussion stage. The negotiation on how to connect each system took so
long. The small difference of connection system caused the difficulty of management of
interior systems, which resulted in blocking the expansion and development of
connection. The application of international standard to construction of system will
minimize the negotiation process from contents to connection methods and activate
cooperative use of procurement contents by expanding the connection only by reciprocal
certification without an agency's assignment.

KONEPS is a system that electronizes the entire procurement process for the first time
nationally and internationally. This system applied international standard to business
process and document items, which made KONEPS the number one e-Procurement
system in the world. It will intensify its application ability to constantly changing world
standards.

2. Standardization of KONEPS System

e-Document platform that was started in 1997 as procurement EDI system reached the
current form after changes of four steps.

e-Document standard of the early producement EDI system was UN/EDIFACTY S93A.
The main procurement documents of 13 pieces was interchanged through the relay of
computer centers in a way of X.400 messaging. At that time, public institutions used
CS (Client & Server) based PC package or circulation system that PPS provided.
Procurement companies received service through VAN (Value Added Network)
company such as Korea Telecom (KT).

The second expansion project of EDI which was performed in 2000 adapted XML
document that was new at that time as standard. For 20,000 institutions that asked
centra procurement, PPS e-Mall was constructed. XML documents that borrowed the

1) ItisEDI (Electronic Data Interchange) for Administration, Commerce and Transport by UN, EDIFACT in 1987
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existing EDI document form was interchanged. At that time, since forms and
interchange standards of XML document was not established, the existing X.400
messaging that was provided by relay of computer centers and privately used XML
interchange methods were applied selectively.

The document interchange method of PPS changed very much by constructing
KONEPS system in 2002. The future possibility of XML already was verified.
Although in 2000, XML was decided, because there was no trustful standard,
construction of public procurement system for the entire nation in 2002 was the most
difficult problem that business entities faced. In May 2001, technology details of
ebXML? was reorganized as an international standard platform for e-Commerce in
Viennain Audtria. In South Korea, “e-Document devel opment guideline of Component
style’ of KIEC was presented. These international and domestic measures for the next
generation platform were an crucia factor to decide the standard platform of KONEPS.
Also, as that time, because KONEPS faced problems to connect data among other
entity's system, introduction of standard platform was necessary.

The standard platform of KONEPS was developed more by “KONEPS customer
oriented service innovation project” in 2004. It provided a new perspective of service
integration and introduced web sites. Although KONEPS possessed many contents that
are necessary for public procurement, it was looking for change of away of interchange
due to system overload caused by large scaled data, overlap of data, temporal error of
linkage data. In fact, in 2004, a project called “construction of standard linkage system”
aimed at constructing standard platform by which procurement contents could be
shared with other ingtitutions that had systems by providing web service because many
contents that are needed for procurement do not have to be transferred by big scaled of
data bundle.

2) ebXML (Electronic Business XML): It is an representative international standard e-Biz framework that was developed by
UN/CEFACT and OASIS, which are most prestigious in e-Biz standardization. It consists of technology details of
common XML sementics and related document structure.
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The basic infra structure of standard linkage service of KONEPS consists of security, e-
Document, messaging structure, and standard of information service structure.
International standard was applied to each part. Among these, security applied
XMLDSIG (XML-Signature Syntax and Processing W3C Recommendation 12
February 2002), XML Encryption (XML Encryption Syntax and Processing W3C
Recommendation 10 December 2002), and PKCS#7. Messaging applied ebMS 2.0
(ebXML Message Service Specification), SOAP 1.1 (Simple Object Access Protocol
1.1), and SOAP Message with Attachments. 243 kinds of e-Documents that KONEPS
uses was made based on XML 1.0 Second Edition and international standards such as
XPATH1.0, XSLT1.0, and XML Schemal.0, CCTS1.58 were applied. By information
service added in 2004, R&R (Registry & Repository) of ebXML, web service's WSDL
(Web Services Description Language) 1.1, UDDI (Universal Description Discovery
and Integration) and 3.0.1 were introduced.

Security Standard e-Data Standard

[ XMLDSIG } [ XML 1.0 }

{ XMLENC } | XPATH10 | XSLT10

{ PKCS } | XMLSchema10 = CCTS |
vlessaging Configuration nrormation service

| ebMS 2.0 } " Registry & Repostory |

{ SOAP 1.1 } WSDL 2.0

~ SOAP with Attachment | UDDI 3,01

‘ Protocol Standard (HTTP) ’

<Pic. 18> KONEPS standard platform
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C. KONEPS Registry

KONEPS registry provides classification system information of e-Document and
commodity list standard such as XML schema and template. Specificaly, it provides
227 kinds of service including integrated contract information, procurement contents
information, searching service for e-Document that is stored by each institution and
procurement process service such as calculation of service print cost.

Characterigtics of KONEPS regigtry is to satisfy standard size of web service as well
asebXM. Registry part of service broker among a basic architecture of KONEPS web
service follows a basic structure of UDDI3.0 Spec. and at the same time, includes
partia definition of ebXML RIM2.0 standard. It uses OperationalInfo, which is an
option in UDDI Spec. to manage history of each entity. When linkage with global
registry is necessary, it will use for replication. To satisfy both UDDI and RIM &t the
same time, KONEPS did mapping of entity of UDDI and RIM seen as Picture 5
below. Based on these, entity of KONEPS web service were constituted.

<Table 2> UDDI, RIM, KONEPS Registry Entity Map

UDDI 3.0 ebXML RIM 2.0 KONEPS Regjistry

businessEntity Organization Linkage_Linkage institution
businessService Service Linkage_Service
bindingTemplate ServiceBinding Linkage_Service Binding
operational Info N/A Linkage_Operation Management
tModel CIassificationS_cheme Linkgge_TMODELMaster
ExternalLink Linkage_ TMODEL
keyedReference Classification Linkage_Reference TMODEL
tModelinstancelnfo SpecificationLink Linkage_Service Link

D. Application Case of KONEPS Web Service

Integrated contract information and linkage client modules clearly show the
application of KONEPS web service.

Integrated contract information generated by each procurement ingtitution is collected
by web service to KONEPS. This is opened by KONEPS porta site and becomes
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basic information for reference issue of warranty ingtitution. The central procurement
must be connected to a system of ingtitution that has contract to provide contract
information and also must be connected to payment system of national finance
system or commodity management system. Therefore, KONEPS web service is a
proper form to satisfy these various demands of institution systems. KONEPS secures
consistency and credibility of service because it meets request of contract information
through a service module that is registered in web service

Web service type is applied to standard linkage module that PPS provides to the
related ingtitutions. Data for transmission log of data and statue check is provided to
web service between linkage serve and clients. Business module that requests service
and transmits it is registered to service of linkage server, which reduces management
difficulty of distribution of the existing client modules.

e-Document of KONEPS was developed by a broad range of agreement and
discussion of procurement ingtitutions from proposal, analysis, to development. By
“Innovation plan for activation of KONEPS’ hosted by Ministry of Finance and
Economy, law and systems related to procurement were reviewed. As a result, 280
kinds of e-Document structure standard system and development were presented,
which KONEPS required. For development of e-Document, 52 ingtitutions and 200
personnels participated in analysis workshops and reviewed the results of e-
Document of development objects and business process of each field. e-document
that was designed in design workshop were re-checked for close examination.

By applying core components type that UN/CEFACT 3 recommends, it can be re-
used when other development of e-Document and other institutions want reference
from PPS's document design. Also, standard signature agorithm such as RSA-SHA

3) UN/CEFACT (United Nations Center for Trade Facilitation and Electronic Business): It is an internationa e-Biz
standardization organization under UN and is in charged of promotion of internationd trade in 19 TBG (Internationa
Trade and Business Process Group) groups. It initiated enactment of international e-Biz standard, ebXML with OASIS.
After 2001, OASIS has been in chared of infrastructure technology and UN/CEFACT, of standardization of contents
such asitems and process.
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and KCDSA-HAS160 were used. TAG generation rules of XML documents observed
CCTS rules such as Object Class, Property Term, and Representation Term for
mutua application and extensibility with international specifications.

Currently, KONEPS has e-Document interchange committee that consists of 15
procurement institutions and companies. Its members cooperates for procurement
business standardization and document standardization. Procurement Sub-committee
notifies 67 kinds of e-Document as national standard including 54 kinds of e-
Document that is used in KONEPS and 13 kindsthat is used in Ministry of Defence.

The international standards that KONEPS adapts as follows:

® Messaging
Schemafor the SOAP/1.1 envelope
http://schemas.xml soap.org/soap/envel ope/
Simple Object Access Protocol (SOAP) 1.1 [SOAP]
http://mww.w3.0rg/TR/ISOAP
SOAP Message with Attachments [ SOAPAttach]
http://www.w3.0org/ TR/SOA P-attachments
ebXML TRPVerson 2.0

® CCllibrary Generation Rule
ebXML CCTSversion 1.58

o XML Document Generation Standard
Extensible Markup Language (XML) 1.0 Second Edition
http://Amww.w3.org/ TR/REC-xm
XML Schema Part0: Primer
http://www.w3.org/ TR/xmlschema-0
XML Schema Partl: Structures
http://www.w3.org/ TR/xmlschema-1
XML Schema Part2: DataTypes

Public Procurement Service 239



D 2008 e-Procurement White Book
Part 6. Leading the World via Expansion of KONEPS

http://iww.w3.org/TR/xmlschema-2
XSL Transformations (XSLT) Version 1.0
http:/Aww.w3.org/ TR/xdt

e XML e-Signature
XML-Signature Syntax and Processing W3C Recommendation 12 February 2002
http://mww.w3.0rg/TR/xmldsig-core/

® Codification
XML Encryption Syntax and Processing
http://mww.w3.org/ TR/xmlenc-core/
http://mww.w3.0rg/2000/09/xmldsig

® xPath
XML Path Language (XPath) Version 1.0
http://mww.w3.org/ TR/xpath

e Web Service
WSDL (Web Services Description Language) 1.1
http:/imww.w3.org/ TR/wsdl
UDDI (Universal Description Discovery and Integration) 3.0.1
http://uddi.org/pubs/uddi-v3.0.1-20031014.htm
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Section 2
Conclusion of Internationa Standard Unitary
Proposd of KONEPS e-Procurement Process

KONEPS international standardization activity started as a part of various promotions
to inform KONEPS's superiority. Now, broad experience and understanding on
UN/CEFACT, e-Business standard enactment is accumulated and PPS plays a dominant
role in standardization. Therefore, sufficient counter-measures and strategy are prepared
in advance. However, in the early stage, there were many unclear understanding for
that. In May 2003, there were domestic standardization meetings and in Seoul,
international standardization forum was hosted. It was coincident to realized that this
forum included e ectronic bidding project. According to adirector's instruction that PPS
had to participate in e-Bidding standardization, PPS promoted KONEPS's importance
in Seoul Forum held in September 2003 and participated in small group meeting for
standardi zation and checked out the participation scope of PPS.

UN/CEFACT supervises 19 smal groups which is TBG and performs each industrial
sections' standardization. PPS participated in standardization of e-Bidding project,
which was TBG6% (Architecture, Engineering and Construction) domain. At that time,
standardization of e-Bidding was aready selected as a forma project of UN/CEFACT
in Barcelona meeting in March 2002 and the final agreement was just ahead. PPS
presented a report titled “Koreas Progress Report on e-Procurement Business’ in
January 2004 in Paris Interim Meeting, which is about analysis of KONEPS's e-Bidding
process and standard document. Our suggestion created discussion on whether the
existing e-Bidding standardization project must be finished without consideration of
Koreas suggestion or additional discussion or agreement were needed. Finally, in
March 2004, the fourth regular forum held in Bohn of Germany agreed that after
reviewing KONEPS e-Bidding process, it would be determined in the next forum in
September 2004.

4) TBG6 (Architecture, Engineering and Construction Domain): It is an UN/CEFACT working group that is in charge of
electronic message standard devel opment and management of international construction industry.
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By this agreement, bilateral meeting with Japan that had led e-Bidding project in June
2004 was held in Tokyo. In this meeting, an agreement that included 10 business
processing process and 87 document items of KONEPS were created.

Along with this agreement, there was another big achievement, which TBG179, which
manages standardization generally, accepted e-Bidding process suggested.

TBG17 is a group that reviews and mediates standards that are suggested by each
industrial standard and other standardization groups. The general mediation group
activity isto decide e-Bidding standards quickly and aso to participate in enactment of
international standards of other industrial sections such asfinance and trading.

After the unitary proposal on standardization was set, e-Bidding standardization in
UN/CEFACT was unfolded to two directions. The first one is to enlarge standards
centered on facility to goods and service. To do this, the representatives of South Korea
and Japan had a meeting in Seoul on December 2004 again. Here, new proposa of e
Bidding standard was arranged. We worked on to receive officia confirmation from
UN/CEFACT. At that time, only rough guideline on ebXML, which is e-Biz standard
platform existed. And there was no international standards based on this and
confirmation procedure was also imperfect.

After dl, TBG17 started drawing procedures and standard basic proposals. To do that,
PPS kept participating in special meetings aswell asregular forums.

In the sixth forum of UN/CEFACT that was held in Kuala Lumpur in Maaysiain March
2005, TBG Steering Committee® acknowledged the standards of e-Bidding process that
was initiated by seven countries including South Korea for two and a half years. On
June, UN/CEFACT Plenary? which is the highest decision making agency of

5) TBG17(Harmonization): It is agenera group that mediates and reviews standards that are suggested by TBG groups or
each standardization group.

6) BRS: Business Requirement Specification

7) RSM: Requirement Specification Mapping

8) TBG Steering Committee: The decision making group consisting of the chair and vice-chairs of TBG, the business
standardization group of UN/CEFACT.

9) UN/CEFACT Plenary: The highest decision making group composed of the chairs of each country's UN/CEFACT
which holds annual plenary meeting. Asfor the Korea, the president of KIEC isthe representative of Korea.
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<Table. 3> Results of Agreement of Tokyo Interim Meeting

e

(D Three cases related to correction of terms of 'Business Registration |
- Term of ‘Pre-qualification’ was corrected by our suggestion Accepted

© Four cases related to Bidding Guarantee |
- Two parties agreed that proper process or relation with guarantee
agency would be separated as different procedure and we would Accepted
submit amendment by May 15.

(3 Three cases related to "Public Institutions Information
- Bidding itself is an object, and according to scopes of standard draft
BRS® that is applied to trading between institutions, BRS was not accepted.

] i ) Accepted
- It will applied to RSM to prepare for the future extension.

@ One case related to lcooperative supply and demand consortium |
- Since the general review for cooperative supply and demend process
was needed, it was excluded from the first version. It was agreed that | Unaccepted
the improved version would be accepted.

x All the procedures are not mandatory but selective and it was agreed that those that
each country decides will be accepted.

(157 cases including budgets for bidding announcement, information for Accepted
public institutions, and pre-price.
(230 cases such as details that will be included in bidding announcement
. . ) ; Accepted
and information attachment information
RSM?) (3 Agreement on presentation of special documents related to guarantee
Accepted
to ask to BRS only.
@7 cases of cooperative supply and demand (consortium) and re-bidding Unaccented
that were determined to be excluded in the first draft. P

x Reconstitution after negotiating the general details and systems.

UN/CEFACT agreed this and it was officially announced as international standard. AS
for standards of e-Document items, by 2007, after basic items of e-Documents were
concluded, after resolution of Stockholm meeting in 2007, it was announced as draft
standard of UN/CEFACT. 296 items of 11 e-Documents including business procedures
of 11 areas and bidding announcement document are registered as standards.
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Countries and institutions that develop e-Bidding system by using these standard
document items can make e-Bidding document and in the future when e-Documents of
procurement are exchanged between countries, standardization of additional documents
iSnot necessary.

PPS will lead international standardization of e-Procurement procedure without
satisfying the achievement that we made KONEPS e-Bidding procurement an
international standard.

244 Korea ON-line E-Procurement System



Chapter 4 Leading the International Standardization of e-Procurement

Public Procurement Service 245



Part 7. Achievement of e-Procurement and The future Tasks

? 2008 e-Procurement White Book TD O

Part 7

Achievement of e-Procurement
and the Future Tasks



Achievement of e-Procuremen and Evaluation 248

Section 1 Growing to the World Best Government e-Procurement Market 249
Section2 Enhancement of Efficiency in Procurement Administration 251

Section 3 Realization of Crystal-clear Procurement Administration 253

Section 4 Contribution to Activation of Non-governmental e-Commerce 254
Section5 Promotion of Status of South Korea with World Representative Brand 255

@ Chapter 2

The Future Task of e-Procurement 260

Section 1 Environmental Change of e-Procurement 261
Section2 The Future Task 262



D 2008 e-Procurement White Book
Part 7. Achievement of e-Procurement and the Future Tasks

Chapter 1

Achievement of e-Procurement
and Evaluation

4 T o &
248 Korea ON-line E-Procurement System



Chapter 1 Achievement of e-Procurement and Evaluation

° Section 1

.:' Growing to the World Best
Government e-Procurement Market

After October 2002, when service started, KONEPS has been rapidly developed as public
procurement by consistent development of performance, development of various contents
and improvement of laws. Transaction actual results through KONEPS was up to
December 2007, total 55,924.1 Billion Won, which is 27.7% increase compared to the last
year. 37,000 public organizations and 120,000 procurement businesses were enrolled
through KONEPS. 200,000 persons who belong to those ingtitutions were enrolled as users
for procurement business. 180,000 daily average users visited KONEPS. Among them,
44,000 persons logged in to KONEPS for business. 327,000 public announcements of
12,000 ingtitutions are posited in KONEPS for comparative bidding and private contracts.

In terms of public announcement of bidding, ratio of e-Bidding of ingtitutions that perform
procurement business by KONEPS was 94.4%. Among 235,060 public announcements of
e-Bidding, small purchase cases that make private contracts possible are 157,948, which
occupies 67.2%. Specifically, e-Contract which was promoted by active marketing
drastically increased along with starting service of the digital budget account
system (dBrain). The entire e-Contract including PPS is 74.6%, which means 34.8%
increase compared to the last year.

Also, through the e-Shopping mal, 683,000 cases which is worth of 6,650 Billion Korean
Won were traded by e-Contract. When a company registers their bidding qudification in
KONEPS, personnes of public organizations can request estimate according to registered
items and trade. In terms of estimate sheet that is made for public organization to buy small
sum of deals and for small companies to enlarge their market, procurement companies
transact 1,794 cases, which is worth of 4.5 billion Won with public organization. This
indicates 155.6% increase, compared to the last year. When procurement companies ask
delivery confirmation through KONEPS, 580,000 cases were transacted by public
organizations. It gradually increases.

Through KONEPS that connects assurance companies like banks, 260,000 pieces of e
Assurance document such as contract assurance were issued, which indicates 80.9%
increase compared to the last year. Surely, PPS exempts the bid bonds by subgtituting it into
the payment note. In terms of other cases that use KONEPS, there are 396,000 cases that

Public Procurement Service 249



D 2008 e-Procurement White Book
Part 7. Achievement of e-Procurement and the Future Tasks

issue business registration and tax payment certification through GAC, which is e-Civil
apped of the MOGAHA and KONEPS. Thisindicates 72.1% increase compared to the last

yed.
<Pic. 1> Operation Achievement and Summery of KONEPS
Operation Achievement (December 2007)
Procurement O Itis used by 36,877 institutions and 121,349 companies
Single - All the public institutions co-use companies's information
Window } O It provides bidding information of 327,756 cases

< In G2B, e-Transaction which is worth of around 56 Trillion Won
was conducted,
< 94.4% of the entire bidding was performed by e-Bidding.

- R e-Bidding
Total Bidding case e-Bidding case Percentage
249,035 235,060 94.4%
Increase . . ,
E-contract percentage including PPS is 74.6%
ofcos P percentag 9 °
Participants e-Contract
LR i e-Contract case percentage
251,790 187,795 74.6%

<> 1,020,000 e-Confirmation of delivery (public organization)
and e-Payment requests were (supplying companies) made,

<> By connecting commercial banks' system, 259,652 cases

One-Stop ' including contract assurance documents were electronically submitted,
Service <> By connecting e-Civil appeal (G4C), 396,114 government-owned

documents such as business registration, and tax receipt were curtailed,
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° Section 2
°

<+ Enhancement of Efficiency in
Procurement Administration

The most important achievement of construction of KONEPS is to increase efficiency

of procurement business which was manually done so it took so long.

In the pagt, it took half a day or a day for a procurement company to register a bid of
public institutions. However, after checking the announcement of bid in KONEPS
website, it takes only 1 minute to complete the bidding process. And it takes only about
20 minutes to check out the result of bidding. In the past, it took at least two hours.
Information such as disqualification sum of money, disqualification company,

participation companies is noticed so it is unnecessary to cal the person who is in

charge of this business.

<Table 1> Comparison of Pre-KONEPS and Post-KONEPS service

Before KONEPS service After KONEPS service

Business Registration

- Application necessary whenever bidding
happens

- After register in KONEPS once,
company is allowed to participated in
every public bidding.

Contract Request | - By paper document - By on-line
- asking official gazette or newspapers for| - Posting bidding announcement in
announcement KONEPS site
Bidding
Announcemen -The procurement company had to check

every institutions to get as much
information as possible in person.

- They can get bidding information by
KONEPS.

Bidding Execution

- Application had to be submitted in site or
by mail and then opened in the bid
opening site.

- After receiving e-Application by
computer then bidding is executed.

- After filling the application with related

Contract . - After the initial contract and changed it
document attached, hand-written . ; ;
Management ) by on-line, e-Signature is needed.
signature was needed.
Payment -Asking tally request by hand and| - Asking tally request and payment by on-

payment

line
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Along with saving time, KONEPS helps save financialy. In the past, it costed 100,000
to 300,000 Won to check bidding information to companies that provide bidding
information and also to register bidding, they paid payment for issuing attached
documents and traffic cost. However, KONEPS helps reduce substantial cost to check
information and register bidding by logging in the website.

According to effect evaluation research results of KONEPSY, it is estimated that it
reduces procurement transaction cost of 4,500 billion Won yearly, (up to December,
2005) The public institutions save yearly 5,000 billion Won by e-Procurement
procedure and private companies do yearly total 4,000 billion Won by procurement
process standardization.

<Table 2> Cost Reduction Effect by KONEPS Introduction

« Cost of visiting government offices: . Reduction cost of time that was
2.7 trillion Won caused by manual work of public

« Procurement process standardization: organizations: 0.5 trillion Won
0.7 trillion Won

+ Related system connection effect:
0.4 trillion Won

« Simplifying procurement process:
0.2 trillion Won

1) (C)International Center for Electron Commerce (KAIST professor Lee Jegyu) Research Service (May 2005)
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° Section 3
-+ Redlization of Crystal-clear
Procurement Administration

After operation of KONEPS, through single portal site, every information such as
bidding, disqualification results, and so on is opened in red time. The entire process of
procurement became automatized so face-to-face contact of public officers and
companies decreased, which resulted in transparent administration.

Also, since announcing contents of public organizations was provided combinedly, the
difference of them can be easily compared, which helps verify announcing methods
that limit competition such as standard limitation, facilitate fair bidding competition,
enable standardized business and reduce public officer's decisions. Eventualy these
play important role to enhance the open and transparent administration.

The transparency of PPS increases year by year since information on the bidding and
its results were opened. This demonstrates that the process of government
procurement that were blamed because of corruption is open and transparent after
KONEPS. Korea Independent Commission Against Corruption (KICAC) announced
that the degree of transparency of PPS increases 27.2% from late 2002 to late 2005.
This result became the world exemplary case so developing countries that consider
their government transparency try to benchmark our project.

Furthermore, Transparency International (T1), World Anti-Corruption Forum and Anti-
corruption Global Forum of procurement of OECD announced KONEPS as success
case that increased transparency through digitalization. In April 2007, Korean
Journalist Association endowed an award to PPS because they acknowledged
promotion of transparency for the international society.
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° Section 4

.:‘ Contribution to Activation of
Non-governmental e-Commerce

By redesigning and standardizing different procurement process according to
ingtitutions, forms, items classification codes, electronic catalogs, and by using verified
database such as registration management of public institutions and procurement
companies, procurement business came to be drastically smplified.

254 Korea ON-line E-Procurement System



Chapter 1 Achievement of e-Procurement and Evaluation

° Section 5

.:' Promotion of Status of South Korea
with World Representative Brand

KONEPS service was given various innovation awards in South Korea and aso it was
recognized as the most developed e-Procurement system by the internationals society,
which plays an important role in raising status of e-Government of South Korea.

In June 2003, KONEPS received Public Service Award by UN because they
recognized it as high level of administration service among the world public service
institutions. This award given by UN aims at increase the world public service quality
and recognition of the public to the public service. PPS received this award for the
first time in Asian-Pacific area because PPS electrified procurement business,
provides costumer-oriented service and opened the procurement process to the public.

OECD, in a report on South Korea's company information policy in May 2004,
evaluated the level of e-Procurement of South Korea as “no further action required.”
UN, in November 2004, selected 23 best practice models in world e-Government
level evaluation. Among them, KONEPS was designated as one of the best
representative case in public procurement. Also, in May 2006, 2006 World Congress
on Information Technology (WCIT)) selected KONEPS as the best case that best uses
I'T among the world public service and endowed ‘ Global IT Excellence Award.’

After Public Service Award was given by UN, the number of countries that want to
benchmark KONEPS increases and world presses came to be interested in it. In
August 2005, Teleticka, which is the largest broadcasting company in Costa Rica
reported ubiquitous e-Procurement by PDA. In March 2007, “The Times of India”’
that is the biggest daily newspaper in India reported the promotion of transparency by
KONEPSin Korea.

Through case presentation in International Administration Association, publication in
the international journa (2003), ADB/UNESCAP joint e-Procurement international
conference (2004), and in 2006, publication of an article on “The Government e
Procurement System in Korea’ in Encyclopedia of Digital Government, achievement
of KONEPS has been academically studied.
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World Information Technology and
Services Alliance (WITSA),
consortium of 67 countries grants
‘Global IT Excellence Award’ to
three categories such as public
sector, private sector, and digital

opportunity. WITSA Glebal IT
For the public sector, the criteria of Excellence Awards
the award are efficient public 2006

service through I T, reduction of cost

Public Sector Excellence

and time of government operation,
and improvement of information Public Piocurement Service-
accessability. In 2006, this award Republic of Korea

was very competitive because
ingtitutions for this award were 16 Presonted in Austin, Texas, TISA
from 10 countries including USA,
Japan, Finland, and Australia, which
are al strong powers of IT. Despite

the competitiveness, PPS won this award because it performs automatized business from
procurement request and payment, opens every information on bidding in real time,
provides one-stop service that connects 80 outside system, and reduces transaction cost
which isyearly 4.5 billion US dollars. It was sdlected as the representative case that does
costumer-oriented service by IT.

In Information Technology Olympic where the ceremony was held is hosted by WCIT
every two years, where the world leaders such as Bill Gates, and Bill Clinton participate
in and predict main issues and the future of ICT industry. In the 2006 award ceremony,
2000 IT officials from total 80 countries including chair of Microsoft (MS), Steve
Ballmer, Maaysia prime minister, Bagawa, former US state secretary, Colin Powell
werejoined.
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B The Domestic and International Evaluation on KONEPS

Domestic Evaluation

@ Distinguished Service Medal of e-Commerce awarded (Hosted by Josun Daily, Maeil
Economy Daily, and Karean Commerce Net) November 2003)
*The Best Award o e-Commerce is given o a company or a group thal coniribules
systemalic company management, technology development end expansion of techrology
pesed products through e-Commerce
— PPS received this awerd because it was recogrized to contiibute devdopment of e—
Commerce in lhe publc seclion

2 The Distinguished DB Award in the public institution from Karea Data Base
Promotion Center (August 2004)

* The Certer awarded ths prize to PPS because it acknowledges improvement of domestic

DB auality through systemalic DB gualty management.

(3 Designated as the distinguished institution of foreign benchmarking by Office for
Government Pdicy Coordination (November 2005)

* An award for the distinguished instituion of foreign benchmarking was introduced for the
first time in 2005 to promote intermational cooperation as wel s to rase the interrational
stalus of South Korea by informing the Korean distinguished institutions to the world.

— PPS wes desigreled as lhe dslinguished irsliulion o forégn benchmarking beceause lhe
Office recognized PPS as a group that performed internaioral promotion ard paicy
export by e-Procurement system.

@ Technology Award received by Scciety far e-Business Studies (March 2006)
* This award is gven o a graup, insttuion or an individual that achieves original applied
lechnology end prominent resulls of research developmerl in lre fied of e-Commerce.

— PPS received his aweard because they acknowedge tha PPS leads e-Commerce in
public procurement by techndogy development and ectivaion of e-Cerlification,
codificdion web sewice, wireless e-Bidding e—Accourt irarsfer, and construction of
intdligent product information system and also because it exports policy brand

(® Distinguished Service Medal awarded by Korea Journalist Association (April 2007)
*t acknowledged PPS as an irsfitution that increased trensparency by experding e-

Procuremerl and inlermalioral cooperalion
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International Evaluation

(O UN PuHic Service Award (June 2003)
* UN difers this award to inform the importance of public service to the publc and to improve
service o the public irstituion in Juy 2000.

— PPS was seected as the first in Asian-Paciic area inimovaion field of puslic service.

@ OECD recognized KONEPS as the Warld Best Level (May 2004)
* OECD, in a repart on Souh Koreas company information policy mentons hat South Korea
aclivates e-Prccurement and provides exempary case of [T wse and lead the expansion of

non—government e-Commerce.

— |t evaludes the levd of e-Procurement of South Korea as 'ro further aclion reguired.

@ UN selects KONEPS as the Best Practice Model of e-Procurement (November 2004)

*UN Globa e-Government Readiness Report issued in 2004 recognized PPS as the best
inslilulion thal provides on-slop service amorg 23 cases from 11 counlies.

— KONEPS is he only system in eProcurement, whch become chosen as the waorld

representaive examdea

@ UN reflected KONEPS as e-Bidding standard. (March 2005)
» The sixth forum of UNJCEFACT, which Is internaliona standard zation meeting in trading and
e-Trading passes e—Biddng precess of PPS as standard.
—When every country weanis to construct e-Bidding system accordng fo standad
procedure of UN, il musl folow PPS process.
— Trerefore South Korea can lead e-Bidding in the world and reinforces compdlitiveress

in temns of export of e—Procurement.

(® Global IT' Excellence Award of WITSA received. (May 2006)

* KONEPS receved Global [T Excelence Award in the publc fidd which WITSA endows
every two years

® e—Asia Award by AFACT (August 2007)
* AFACT seecled KONEPS as an exlinguished case in e-Busiress in Publc Seclor.

Korea ON-line E-Procurement System



Chapter 1 Achievement of e-Procurement and Evaluation

Public Procurement Service 259



D 2008 e-Procurement White Book
Part 7. Achievement of e-Procurement and the Future Tasks

Chapter 2
The Future Task of e-Procurement

260 Korea ON-line E-Procurement System



Chapter 2 The Future Task of e-Procurement

° Section 1
°

.+* Environmental Change of e-Procurement

Recently because IT technology and Know-how of systems spreads fast and are
copied, there is a trend that a closed system of an individua customized service is
changed to open interface and closely correlate each other. Web environment comes to
a user centered-service development based on Web 2.02) by participation and openness
of users, and connection between systems.

Also, as IT technology is developed, new formed integrated product and service is
provided, which is called Digital Convergenced. Ubiquitous service is dispersed
very quickly so to construct integrating service that provides information constantly
is a key for success of a business. KONEPS reflects this tendency and reinforces
connection between systems, expands counselling service and develops user-
centered service. Specifically, from 2006 when KONEPS started to provide paid
service, the demand on service improvement of e-Procurement gradually increases.
So to match this demand, PPS faces challenges that it provides new service, and
various contents and stabilizes system.

Meanwhile, as rules of e-Procurement is appled to government procurement agreement
of WTO and FTA, it is expected that international expansion of e-Procurement will be
accelerated. Specifically, most developing countries plans to introduce e-Procurement
system, necessity of international cooperation through KONEPS for international
standardization, policy, and export of e-Procurement process increases.

2) Web 2.0: It is the currently used, evolved web model. Generally, it has openness of information, mobility and
connectivity, which is distinguished from Web 1.0.

3) Digital Convergence: It is a new united product that binds al information technology to an instrument and a service.
There are three kinds: combination of wire and wireless, of communication and broadcasting, and of on-line and off-line.
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° Section 2

-=° The Future Task

Since IT environment rapidly changes and level of users' demand increases, and
international policy changes, it is time to prepare for new future demand. Therefore,
PPS plans to re-establish its mission and vision for e-Procurement and prepare for mid
and long term devel opment strategy to achieve them.

1. The Mid and Long Term Development Strategy for Improvement
of KONEPS

1) Mission and Vision

Mission

To help automatical business execution of procurement of the public institutions, PPS provides various contents
and consulting service as well as infrastructure such as knowledge, information, programs and system.

Vision

The World Best e-Procurement Service Provider
Global Leader @ e-Procurement Service

2) Mid & Long term development strategy for Vision

Export of KONEPS and

i romotion of international
Consolidation of PPS role as a leader gooperaﬁon

in e-transaction through enhancement
of function in product information and
RFID product management

o

Improvement of system Advancement_ in
security and service stability KONEPS Service

Advancement of convenience
in KONEPS use

Expansion of
customer-centric service
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To increase convenience of KONEPS, it must provide customized service according to
users and functions by reconstructing KONEPS as service-ariented architecture. To
do that, PPS plans to realize information search function that can match non-
governmental search portal sites and ubiquitous procurement so that users can use
anytime and anywhere.

e-Bidding service that has been provided by PDA will be provided by cell phones. To
protect the ID theft, finger print or iris recognition technology that is connected to cell
phones will be applied.

Also, for users to make their own system to ask procurement information such as prise
and cost accounting without accessing KONEPS directly, web service will be expanded
and in the long run, SOA based web service system will be constructed.

And, the updated search engine that can match private company's portal sites will be
introduced to help usersfind items easily that is in bidding only with words included in
document attached to bidding announcement and to provide convenience by classifying
businessfields.

To prepare for globalized knowledge society with the future system, for KONEPS it is
necessary to acquire e-Procurement contents.

To do that, first, company evaluation system must be constructed for support of
decision making of public organizations, to help public organizations select high
quality item and good contracters. Also, We will keep expanding contents of genera
shopping mall service, which achieved business actua results of total 650 hillion Won
in 2007.

To do multi-dimensiona analysis of actual bidding records, contract results, shopping
results in shopping mall and results of support for local business according to business

4) SOA (Service-Oriented Architecture): It is information technology architecture that is constructed by service unit and
components that make possible co-ownership and re-use of information system as service model, information transfer
and protocol.
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types, periods, and public ingtitutions, high-quality statistic information will be created
so information that public ingtitutions such as National Assembly, and the Board of
Audit and Inspection ask will be provided.

And the KONEPS education that was mainly performed by off-line will be done by e-
Learning education system so that more users can take advantage of this education.

First, by separating e-Bidding system and other systems inside KONEPS, e-Bidding
sarvice, which isakey function of KONEPS will be more stabilized.

Also, currently, to acquire the universal accessability of KONEPS system that is
restricted to MS-Windows and Internet Explorer, open software such as Linux and
Apachewill be applied.

KONEPS operates the unified code system of international standard by introducing
UNSPSC item classification system but in the future, its coincidence will be reinforced
by creating contents that provides high quality item classification service and
improving search function.

To do that, first, updated merchandise information that both public and private sectors
will use and e-Commerce support will be expanded by strategic connection with
systems of other ingtitutions. Through this, after merchandise information is registered
in any classification systems, it is connected to other classification system, which
constructs merchandise information mapping system. As soon as a company registers
its merchandise, it will be sued everywhere when needed by every ingtitution.

By helping users re-process merchandise information of KONEPS in their own system
for their business activity, arole as hub of merchandise information will be reinforced.

PPS prepared for “KONEPS policy export road map” that embraces three year plan to
effectively execute its policy export in the early 2007.
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According to a master plan on KONEPS international cooperation, currently, we
discuss the agreement with Vietham government about construction of e-Procurement
system of Vietnam. Furthermore, PPS will send a market exploration team to South
America, East Europe, and Africa as well as South East Asia and will hold the
international workshops on e-Procurement to intensify the relationship with these
countries for KONEPS policy export. Specificaly, after a key country for each areais
selected, validity investigation will be performed, demonstration system will be
congtructed. The participation in the project will be decided to acquire establish the
bridgehead in each area. In 2010 when this project will be successfully accomplished,
KONEPS will be the representative system that can enhance transparency and
efficiency of public procurement in the international society.
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- KONEPS in Statistics

1. e-Transaction Volume via KONEPS

(100 M)

630,000
530,000
430,000

330,000 429,730 434130 437,930

‘.' = '
230,000
362 000
130,000
30,000

x Note : Total volume in performance of e-Bid, e-Contract and e-Shopping mall conducted by PPS and public
organizations through KONEPS.

2. Daily Hits to KONEPS

(Person)
200,000

180,000 178744

160,000
1 39, 636
140,000

120,000 102 472

100,000
80,000

60,000
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3. Registration of Supplier with KONEPS

(Number)

180,000

160,000 157,510
SO

140,000 136,129

e
120,000 112,336
-
100,000
80,000 N

x Note: The registration of 2007 decreased in number due to the renewal of supplying business information in
April through September, 2007. (The business which failed to renew information can participate in e-
Bidding immediately after a new business registration process.)

4. Registration of Public Organization with KONEPS

(Number)
38,000

36,000
34,000

32,000
30,000 29 ,844

P
28,000 27,788
o
26,000 ’
24,000
AN

x Note: Central government, local government other public institutions and its subsidiaries
(Based on Business Registration Certificate)
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5. Bid Notice through KONEPS

(Case)

S 315,829

300,000 "’
250,000
209,088
200,000 177,977 g0 >
RO

150,000 140,000

&=
100,000 ‘

N\ \

x Note: From 2006, a local government is required to execute bid via KONEPS even in case of small amount
of contract (i.e. private contract), which increaed the number of bid notices.

6. Execution of e-Bidding

(Case)
240,000

220,000
200,000
180,000

L 140,779

140,000 122,035 S
120,000 S
100,000

80,000

x Note: See the Note of "Bid Notice through KONEPS"
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7. Participant in e-Bidding

(Million)

2,200
2,100
2,000
1,900
1,800
1,700
1,600

1,500

8. Use of e-Contract

x Note: The use of e-Contract remarkably increased resulted from promotion of e-Contract by educating
KONEPS users and rewarding excellent organizations for transparent procurement from 2005.
Rate of use: e-Contract/e-Bid
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9. Use of e-Certificate

(Case)

300,000
250,000
200,000
150,000
100,000

50,000

0
|

- KONEPS in Statistics

143,534
R —

x Note: It increased in proportion to the use of e-Contract.

10. e-Delivery

(Case)

700,000
600,000
500,000
400,000

300,000
181,815

4

200,000

100,000

542,109
o

316,371
) —

|

232,891
-y

v

x Note: It increased in proportion to the use of e-Contract.
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O HI: MMSDS(F), BAFZANN(F), FIWHAS(F)

Government e-Procurement System Launching Ceremony (Nov. 3, 2000)

PPS established the Government e—Procurement System (GolBIMS) before KONTPS to realize the
frangparency in procurement administration.

%AI 2002930 A @)amg

il

|

A 1)1

The Nat'l Integrated e-Procurement System Launching Ceremony (Sep. 30, 2002)

PPS estabished the Natl Integrated e—Procurement System as one of 11 e—Coverrment projects to
dighlize the procurement process whichis goverrmert—common business.
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KONEPS PR Booth at the Government Innovation Expo. (Jul. 2004)
KONEPS, te glokal brand of e—Procurement was preserted to visitors at COEX Expo.

PPS gained BS15000 from BSI (British Standards Institutions) (Nov. 14, 2005)

PPS @aired BS15000 fom BS|, which was the frst case in govemment bodes, in recogrition br
rumning KONEPS based on the intermatioral stancards
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The Intelligent Product Information System Launching Ceremony (Mar. 3, 2006)

The Irteligent Procuremert Informafon Sysem was laurched, which erabled e-Trarsacton by
irkirg product information between G2B and BZ2B.

U L Ay yas

2006, 6. 13(8)

Presentation on the Registration of Product Information with KONEPS Shopping Mall
(Jun. 13, 2006)

The presertation fair in order to show suppying business how to redskr product information with
the goverrment largest shoppng mal was reld tefore the sydem opered nJuy 2?006.
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@ U2H3E(G2B) Ay Aog

KONEPS e-Bidding Demonstration (Oct. 26, 2006)

NGO ard suppying represertatives witnessed the e—Biddng security of KONEPS through quasi—
chacking.

Operation of the Government Procurement Call Center (Sep. 2002 ~ Present)

About 100 M cases of inguries are received through the Call Cenrter, asking of e—Procurement
service or KONEPS,
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TKONEPS | Proclamation Ceremony (Oct. 10, 2006)

PPS changed the domestic name of e—Procurement Nargiarngteo b KONEPS forits 4th launching
anniveraary, ard proclamed its new name.

KONEPS

Korea ON-line
E-Procurement System
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International Recognition of KONEPS

BETTER MANAGEMENT.BETTER PUBLIC SERVICE.
23 June 2003
United Nations Public Service Award

in the Public Servi

This award is given in recognition of the exceptional contribution of
Public Procurement Service, Republic of Korea
efficiency and quality of Public Service.

'UN Public Service Award ; (Jun. 23, 2003)

PPS won the UN Pubic Service Award for its outdanrding perdormarnces in publc procurement
through KONEPS.

Exam: Towm Aeem ﬁ! opﬂﬂmﬂlﬂ
; e o"%bm .

UN valued KONEPS as "Best Practice Model, (Nov. 2004)

UN evaluated KONFPS as Best Practice Model in the e—Coverrment Index.
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'Global IT Excellence Awards ; at WCIT (May 2006)

WITSA erncbwed PPS with Gobal Fxcellence Award in recogrition of its promirert achievemerts in
the service innovation sector using IT.

re-Asia Award ; (Aug. 9, 2007)
PPS received e—ASIA Award from AFACT bor its excellent practices in e-Budgress in Pudic Secbor.

Public Procurement Service
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1. Establishment of MOU with Foreign Countries

n ]'

DN E-PROCM'™“MENT EXPERIENCES

H\:_“ J1, 26.11. 200 -.'?
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-Lateral Procurement Collaboration Memorandum of Understandin

g+ Public Procurement Service — Ministry of Finance -
9, (Korea) 2007. 6. 7 (Mongolia)

Italy (Sep. 2, 2008)
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i ) I
Tunisia (Oct. 28, 2008)

NUATLCU
Korea-Afrca Economic

Senegal (Oct. 28, 2008)
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2. Introduction of KONEPS in International Conferences

KONEPS at OCED Global Forum on Anti-Corruption (Nov. 2004)

PPS administrator introduced KONEPS at "OECD Glokal Forum on Anti—-Cormruption; which ennanced
transparercy in government procure ment and curved corrugtion

PPS-ADB Institut and e-UNESCAP Co-hosted the International Conference on e-
Procurement (Jun. 20-25, 2005)

34 procurement experts from foreign courtries ircluding Chira patticipated in the intermafona
corference on e—Procurement which was held at COEX, Seoul as to present each country's curmrent
e—Procurement datus and kest practices in procurement administration.
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e-Procurement Capacity Building Program for Foreign Procurement Officials (Jul. 3-10, 2006)

PPSKADO cohosted the e-Procurement trainng program for 12 procurement officials from @
courtries in Asia, Europe, Central & South America and Africa regions includng Vietram, Mongolia
and Ceorgia.

f@_ Public Procurement Service — World Bank
8 Workshop on e-Government Procurement Reform

51 Date:Nov. 28~30,2006  Place: Seoul Palace Hotel ‘@ [ == B Sponsor : Korea e-Business Assaciation - Korea IT Industry Promotion Agency
IR T . —

PPS-World Bank Co-hosted the e-Procurement Workshop for Officials in 4 CIS Countries
(Nov. 28-29, 2006)

23 procurement officials from 4 CS courtries — Kazakhstan, Azerkaijan Amena and Geordia —
participated in the Workshp on e-Gove mment Procurement Reform in Seoul,
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Capacity Building Programme
for Government Procurement Reform i -

19 - 21 Dec 2006 /| @ UNDESA @ UNGC &

PPS-UN Governance Center jointly hosted e-Procurement Capacity Building Programme
(Dec. 19-21, 2006)

PPS invited procurement officials from 10 counties in Asia, and provided the e—Procuremert
capacity bulding program in Seod.

Private-Public Task Force visited 4 countries for e-Procurement export
(Jan. 22-Feb. 3, 2007)

PPS administrator with KIPA staft visted 4 CIS countries to promote coogeraton for e—Procuremenrt.
Pic.: KONEPS is introduced to Armenian officials {Jan. 31, 2007)
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KONEPS Presentation in Peru (Dec. 15-20, 2007)

PPS made a presentaion for Penuvian procurement ofiicials who were in promotion of e—Procurement.
Pic: PPS cepuy administrator introduced KONBP S at a broadcasting station in Peru.

KONEPS in PPS-IDB Panama Workshop (Jan. 22-24, 2008)

The Joint e—Procurement Workshop was held in Panama on January 22-24, 2008 PPS made a
presentation of a world class e—Procuremert sygem, KONEPS.

Pic.: The PPS deputy admirigrator introduced KONEPS in presentation

284 Korea ON-line E-Procurement System



KONEPS in IPPC 2008 (Aug. 28-30, 2008)

The 3rd International Puldic Procurement
Corference was held in Amsterdam, the
Netherands on August 28-30, 2008.
The PPS adminstrator mack a presertaton of §
Korea's e—Procuremenrt and KONEPS,

Pic.. PPS Admiristrator Soo Man Chang
delvers a keyrote speech at IPPC 2008

8. Olna;i

FE M|

"\KOAFEC

Korea-Africa Econom
’ Cooperation Conference

Fostering Synermes between Africa and Korea

Presentation of Innovation via KONEPS at KOAFEC IT Cooperation Forum (Oct. 27-30, 2008)

The 2nd KOAFEC Mirigerial Corfererce was Feld in Seoul on October 27-30 with 33 ministers
participated from over 30 counties in the Afican region PPS presenkd the success sbry in
procuremert inmovation tirough |'T, KONEPS.

Pic. The PPS administrator Soo Man Chang celivers a key rnote speech at the [T Cooperation
Forum of the confererce on October 29.
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KOTI Int'l Public Administration Course
Trainees (Apr. 4, 2006)

KOTI Int'l PAIT Course Trainees World Bank and Argentina Officials
(Mar. 21, 2005) (Jun. 20, 2006)

Russian Officials (Apr. 12, 2005) Bangladesh Officials
(Nov. 11, 2006)
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Welcome! . |
Saudl Arabia MOF Delegatlon ‘
W L]‘(,n]‘ . May 31 -June 4, 7017 Nh mmmmmmmmmm

M()ngu!mn Study 'T'uur Dq,le_:_.,.xtlun Ui
26-27, 2007 i

Mongolian Officials Saudi Arabia MOF Officials
(Feb. 26, 2007) (May 31, 2007)

elec
Feypian Officials Pl elo pmmtl’mgram
eb. 20,2007 ©mlicPma

LOGODI Training Course, Egyptian Thailand MOF Officials
Trainees (Feb. 28, 2007) (Sep. 27, 2007)

—— Welcome! Ethiopia Delegation

- Dec. 67,2007 @ Public Procurement Service
Welcome!
Delegm-on oflhe Mmls(rv of Gonstruction of China
omr. G sen
= -

Deputy Minister of MOF, China Head of PPA, Ethiopia
(Apr. 23, 2007) (Dec. 6, 2007)
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Turkey PPA President Indonesia UNCAC Implementation Team
(Jan. 17, 2008) (Mar. 14, 2008)

Deputy Minister of Commerce |.R. of Iran Bangladesh Middle Manager Group
(May 8, 2008) (Aug. 5, 2008)
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