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INFORMATION INFRASTRUCTURE ADVISORY COMMITTEE
Electronic tendering and beyond :

Further development of G2B applications in GSD
Background



GSD fully recognizes the proper and effective use of information technology (IT) is a crucial factor in improving the efficiency, effectiveness and economy of a department.  At the present moment, GSD operates two Mid-range based computer systems and 1 Web-based system.  They are GOODSMAN, PMSU, and ETS.

Mid-range based computer systems

Goods On-line Ordering, Distribution, Stock Management and

Accounting Network System (GOODSMAN) System


2.

Requisitioning of common-user items (such as stationery) is through the GOODSMAN system which came into operation at the end of February 1998.  The system supports two local area networks with 43 and 15 workstations installed at GSD Headquarters and Government Logistics Centre (GLC) respectively and 285 remote terminal users who are provided with either real time on-line or batch services.

3.

Remote on-line users can create, amend and confirm requisition orders in real time on-line mode via workstations in their offices.  This real time on-line ordering facility significantly shortens the ordering and delivery lead times needed for the requisitioning of common-user items by GSD’s customers.  Users can also check the status of their requisitions and obtain information (including current stock sales price, stock holding position) on the 2000 odd common-user items kept at GLC.

4.

The GOODSMAN system was enhanced in June 1999 by a barcode function.  Barcoding further improved the efficiency of warehouse operations by providing enquiry and bin transfer functions as well as accurate stock verification, picking and goods receipt functions.

Procurement Management System Upgrade (PMSU)

5.

The PMSU is a customization of the commercial software, Oracle Purchasing to meet the functional requirements of GSD.  It also made the original system, the PMS Y2K compliant.  The application software running on an HP9000 series mid-range computer located in the GSD computer center can support more than 100 user licenses installations and Chinese character processing.  It is Electronic Data Interchange (EDI) ready and Internet ready with Web enabled version available.  It enables GSD to enhance tender processing, the evaluation of offers, order/contract monitoring and supplier performance monitoring.  It provides additional functions for improving the efficiency of our procurement activities and establishes an on-line linkage between remote clients and GSD Procurement Division to facilitate information interchange, e.g. submission of tender requests, enquiries on tender/contract/order status, return on the procurement forward planning programme, search for supplier information and related history.

Web-based system – Electronic Tendering System (ETS)

6.

The ETS receives tender offers through the Internet, accepts on-line supplier registration and enables the uploading and downloading of tender information.  It supports Chinese characters and will connect to the Government’s Electronic Service Delivery (ESD) so that users of ESD will be able to access ETS.  The ETS is operated by a contractor on a subscription basis, though the paper-based system will be maintained for the time being and suppliers have a choice on which system they use to submit their tenders.  The services being provided by the ETS to subscribers include supplier registration, notification of tenders, issue of tender documents, receiving and responding to enquiries, submission of tender offers, and notification of contract award.

7.

The ETS came into operation on 7 April 2000 for tenders with a value of below HK$10 million.  As at 15 September 2000, the System had attracted 382 subscribers.  A total of 491 tenders had been issued through the ETS, with an estimated total value of HK$635 million.  These account for 69% of the total number of tenders issued within that value range and represent 76% of tender values.  2450 tender documents have been downloaded by potential tenderers and 327 offers have been submitted electronically.  The take-up rate among suppliers has been slower than expected, though the number of subscribers has been rising steadily.  Many suppliers have found that using the ETS has required them to redesign their business processes for the submission of tenders.  Some subscribers have used the service for the downloading of tender documents but have preferred to submit their tender offers in paper format.

8.

Another issue is security.  Absolute security is essential to avoid any risk that the tendering process may be compromised.  A total security solution must ensure privacy, integrity, authenticity and non-repudiation.

9.

Privacy means that the data submitted by tenderers should not be accessible by any party until the tender closing time, when the electronically-submitted tender offers would be opened by GSD staff under controlled conditions.  All data sent by tenderers through the ETS is encrypted to the RSA encryption standard.  The Electronic Tender Box provides a secure repository for tender proposals and has a time control which prevents access by any party, including the system operator and GSD staff, before the tender closing time.  There are firewalls and other devices that are designed to prevent access by hackers.  The System can also detect any incoming documents that contain computer viruses.

10.

Integrity is to ensure that nothing has been added to or taken from the tender offer during transmission.  The hash count, which may represent the total number of letters and figures in the document, is attached to the document when sent by the tenderer.  The System checks that the hash count of the document received corresponds with the hash count of the document that was sent.

11.

Authenticity means that GSD staff must be able to verify the identity of the company that has submitted the tender document.  This has been made possible through the iCert issued by the contractor.
12.

Having established privacy, integrity and authenticity, there is a proper basis for ensuring non-repudiation by the tenderer of the offer he has submitted.  However, since the iCert issued by the contractor is not a recognised certificate under the Electronic Transactions Ordinance, we are enhancing the ETS to support both the iCert and the eCert which is issued by Hongkong Post and is recognised under the ETO.

13.

What conclusions can be drawn from GSD’s experience with the ETS so far?  The technical infrastructure of the System, including the security features, have worked satisfactorily.  Two tender offers submitted on files that were contaminated by computer viruses were detected and the contaminated files were not opened.  A further two tender offers were found containing files in an unsupported format.  Now that we have established that electronic tendering can be operated satisfactorily, we are considering the further development of the System and of other G2B applications.

Future Developments

14.

To keep pace with the rapid development in IT and the Internet, we will continue to enhance our major systems to improve our service delivery.  We have the following firm plans.

Enhancement to GOODSMAN

15.

To support international barcodes –  an interface is to be built in the current barcode system to recognize the international barcode printed on different products for easy tracking.  It will also enable the automatic translation of GSD’s internal commodity code into international European Article Number (EAN) barcode.

16.

To support web-based ordering of common-user items – GOODSMAN ordering process is currently done through interface tape/diskettes or online entry/upload by remote users through the modem.  The web-based remote user functions will be an effective and simple solution to replace the interface tape/diskettes.  User departments will only require a PC with an updated browser installation to access GOODSMAN remote ordering functions. This function also carries added value, such as multi-media information about products and friendly user interface.  Graphics or pictures can be presented to users making the ordering process more interactive than the current system.

17.

To accept EDI interface with Hospital Authority – to enable the electronic data interchange functions for interchanging information with hospitals in an agreed format to replace the interface tape currently in use.

Enhancement to PMSU
18.

Online interface with Pharmaceutical Supplies System of Hospital Authority in EDI format – This would enable the electronic data interchange functions for interchanging information with hospitals in an agreed format to integrate into the hospitals’ Intranet system.

19.

There will be new interface file formats and new data files in PMSU to cope with ETS enhancement to support CTB tenders and eCert.

20.

There will be new interface file formats and new data files to cope with GOODSMAN enhancement to support international barcodes.

Enhancement to ETS
21.

At present, the ETS only handles tenders below HK$10 million in value.  It has been agreed in principle that the ETS should be extended to cover tenders above that value and action is in hand to provide for this.  Other parts of the Government are examining whether electronic tendering should be used in their procurement work.
E-marketplace

22.

Low-value purchases, i.e. those below the threshold for coverage by the World Trade Organisation Agreement on Government Procurement, collectively form an important part of government purchasing activity.  GSD has already introduced a Government Purchasing Card to enable the payment arrangements for low-value purchases to be conducted more efficiently.  Most Government departments undertake low-value purchasing by obtaining telephone or faxed quotations rather than by tendering.  We are examining the feasibility of replacing these arrangements by an electronic marketplace, where purchasers in departments and other public sector organisations would display their requirements and potential suppliers would respond with their offers.

23.

In various parts of the world, greater use is being made of electronic product catalogues both in public sector and in private sector procurement.  Sometimes, these replace the traditional tendering process as, instead of inviting offers through a tendering system, purchasers inspect the offers posted on different electronic catalogues and select the one that best suits their needs and has the most favourable terms.  Informediaries may help to guide the purchaser through this bewildering array of choice.  We will also examine whether electronic product catalogues would be a feature in the electronic marketplace.

24.

Electronic commerce can transform government procurement and render it much more effective in delivering products and services of good value to the people we serve.  Suppliers can offer a more comprehensive package of related products and services, with the flexibility to adapt to unexpected changes.  The Internet increases the power of the purchaser vis-à-vis the supplier, by facilitating more comprehensive product search and analysis to find the best available offer.  Switching from an established source of supply to a better alternative source becomes easier when we remember that the alternative supplier is just a mouse-click away.  Government procurement may become truly international, as suppliers seek access to a wider range of government markets.  As for the effect on the supply market, new companies that aim to exploit electronic commerce as a means of marketing goods and services are emerging and growing with astonishing rapidity.

ISSS

25.

To assess the IT development potential and quantify the IT requirements of GSD in the next five years having regard to its business and operational strategies, GSD is undertaking an Information Systems Strategy Study (ISSS) from August 2000 to March 2001.

26.

The ISSS is a high level strategy setting exercise and the following IS opportunities will be evaluated in arriving at a portfolio of strategic applications:
a) To enhance the GOODSMAN System;

b) To enhance the PMSU System;

c) To enhance the relevant PC-based applications of:
(
Allocated Stores Ledger Posting System (ASLPS)

(
Feasibility study on computerization of inventory and uniform records maintained in departmental supplies sections

d) To explore on the following IT opportunities:

(
Contract Management (using Internet technology)

(
Auto-replenishment of stock by suppliers

(
Business improvement opportunities with the use of IT with a view to enhancing productivity, reducing costs, and improving customer service

(
Electronic Payment (with GSD contractors) 

(
Electronic Tendering and Electronic Procurement for other bureaux/departments

Conclusion

27.

The ETS, being the first G2B e-commerce application, has only won lukewarm reception as most suppliers are still cautious about security and the protection of data when transactions are conducted over the Internet.  Many suppliers have to re-engineer their business processes before they could use the ETS to submit tenders.  It demonstrates that the successful migration from a paper-based procurement system to an electronic one requires user maturity and an advanced, stable technological infrastructure. More active participation is needed from all parties concerned in the supply chain. As Hong Kong, China is a signatory to the WTO Agreement on Government Procurement, most government purchases above HK$1.3 million are covered by that Agreement.  Given the rapid development in IT and the Internet, the provisions in the Agreement which require signatories to conduct procurement activities in a paper-based system have become outdated.  The current review of the Agreement has identified a need to make specific provision for electronic tendering in the terms of a revised Agreement.  GSD will continue to spearhead the Government’s efforts in furthering the development of e-procurement.  We will endeavour to take the lead by example and will continue to be an active player in G2B applications.
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