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Case Studies involving E-governance tools 
  
 
10. A Case Study On E Procurement As A Social Accountability 
Tool 
 
Launched: 2001  
Current Status: continuing 
Major Partners:  Government of Andhra Pradesh, C1 India Private 
Limited 
 
Introduction  
 
Corruption can be defined as the abuse of entrusted power for private 
gain.  Procurement constitutes a substantial percentage of government 
activities.  Consisting of two parts, works (the construction of roads, 
buildings, dams, and other public works) and services—the use of private 
firms to provide citizen services); procurement is perhaps the one process 
which has been accused of large scale corruption at all levels.  
 
By bringing transparency into the procurement processes, governments 
can reduce corruption, improve service delivery, increase cost efficiencies 
and savings in public expenditure. 
 
Procurement is one area  social accountability principles, tools and 
mechanisms can be used very well.  Social accountability tools for 
transparency include those laws (such as the Sunshine laws of the U.S) in 
the 1970s requiring regulatory authorities' meetings, decisions and records 
to be made available to the public. Transparent procedures include open 
meetings, financial disclosure statements, the freedom of information 
legislation, budgetary review, audits, integrity pacts, etc, and the use of 
information and communication technologies to simplify, systematize, and 
negate many of the weaknesses of the manual processing of tendering 
and procurement.  
 
E Procurement is the application of today’s information and 
communication technologies (ICTs) for the procurement work of 
government.  From the use of web portals for public disclosure of 
information; to the use of end-to-end solutions through tracking softwares, 
it is possible not just to reduce corruption, but also to increase 
accountability of governments to citizens.   
 
A well-implemented e-procurement system can enable government 
departments to connect directly with their suppliers including 
management of correspondence, bids, previous pricing, etc. The 
objective of e-procurement was to bring about wider publicity of 
government procurement opportunities and ensure transparency, not 
to mention cost saving through higher competition and demand 
aggregation. Doing away with the physical interface with government 
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staff itself is a major catalyst in bringing down corruption. 

 
 
An understanding of e Procurement as an accountability tool through the 
lens of the most successful e Procurement programme in India, i.e. 
Andhra Pradesh, becomes essential, if one is to implement accountability 
mechanisms in government procurement 
 
The Context   
 
Traditionally, procurement in Government departments has always been 
carried out through a manual tendering process. This process involves 
obtaining internal approvals of the project, publishing a Notice Inviting 
Tenders (NIT) in several media outlets, bid submissions (voluminous 
sheaths of paper) by suppliers, bid evaluations by buyers, and finally, the 
awarding of the procurement order and signing of agreements. The 
complete process requires a long chain of internal authorizations and 
scrutiny (at times involving several departments), several visits by 
suppliers to departments, and the generation of reams of paper-based 
statements and evaluations- a process that is time consuming and 
expensive.   
 
Procurement is considered a sensitive function, with all related information 
tightly controlled and closely guarded by government departments, 
resulting in a severe lack of transparency in the entire process. This lack 
of transparency leads to misinformation and a lack of trust in the system 
by the bidders, media and the citizens.  In addition, extensive human 
interaction in the process, in the past, led to subjectivity and discrimination 
in the advertisement, delays in preparation of tender documents and issue 
of tender documents to potential bidders; the formation of cartels and 
favouritism among different bidders for the same project, lobbying and 
peddling of influence through political interventions; physical threats to 
bidders from competitors; tender boxes at multiple locations and the 
physical transportation of these boxes under security cover; tampering of 
files, delays in finalization of tenders caused by red tape, lack of 
transparency and manual movement of files across an administrative 
hierarchy. 

 
Breeding corruption at all levels, manual tendering and procurement was a 
system, which needed overhaul if any governance reforms were to take 
place. 
 
In Andhra Pradesh 

Championed by N. Chandrababu Naidu,  IT savvy political leader of 
Andhra Pradesh saw E procurement as a ‘killer application”, and initiated 
the process of reforming the Andhra Pradesh procurement process.  E 
procurement was identified in 2001 as a core eGovproject with the 
objectives of leveraging buying power through demand aggregation, 
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providing better value for government money, creating a level playing field 
for all suppliers, improving business for both government and industry, 
and creating an increased transparency, monitoring and control of the 
procurement process. 
 

Once it was recognized that setting up an e Procurement Exchange is not 
mere technology but a major reform of government, challenges in 
implementation were addressed.  These included interdepartmental 
coordination, change management (attitudes and processes); security and 
authentication issues, and institutionalization 
 

When any new concept is introduced, there are vested interests ranged 
for and against the innovation.  There is always a difficulty in explaining 
the concept to different stakeholders and in gaining their support. Early 
champions have to struggle to bring about consensus. The same holds 
true for e Procurement as well. In this case it was the government 
employees who had to be convinced about the advantages of the 
application; the task was Herculean. Change management was the 
greatest challenge in making e-procurement successful. Taking all 
stakeholders on board, workshops, discussions, training and third party 
security audit helped in overcoming resistance, says Suresh Chanda, 
Secretary, Information Technology, Government of Andhra Pradesh. 

With most of the stakeholders being government officials, it was the officer 
community who had to lead by example, which meant that once the 
officers demonstrated their willingness to use this application, it was only a 
matter of time before the rest of the officials accepted the idea. 

  
Complete support of both political leadership and senior levels of 
bureaucracy made advocacy for e procurement easier.  This was done 
through the identification of internal champions some of whom were senior 
government bureaucrats such as Mr. Ajay Sahni and Mr. J. 
Satyanarayana and project officers, Mr. P. Ramaraju and K. Bikshapati, A 
series of stakeholder consultations with both government and professional 
bodies and trade associations formed an integral part of the 
implementation plan.  Parallel training of government employees to 
provide hands on understanding of the software and the processes took 
place.  Private industry and suppliers of goods and services to 
government were the first to come on board. 

The Design Model 

Based on a public-private partnership model, e Procurement in Andhra 
Pradesh envisaged a partnership to provide the implementation of E 
procurement functionality across all departments, customizing the 
software, setting up and managing hardware and software, training, help 
desk services, operation and maintenance. 
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The e-Procurement system in Andhra Pradesh has been developed on the 
public-private partnership (PPP) model. The entire capital cost, operations 
and management cost is the responsibility of the service provider who 
gets a transaction charge from the bidder for each transaction.  

Presently the transaction charge is 0.03% of the estimated cost of a bid 
with a ceiling of INR 10,000 for tender up to INR 500 million and a 
maximum of INR 25,000/- for tenders above INR 500 million. 

The e-procurement platform used by the AP government is built on 
centralized tier-3 architecture with web-based interface for the 
departments as well as for bidders. To ensure business continuity in case 
of main site failure owing to unforeseen disasters, provision has also been 
made for a Disaster Recovery site. 

The nodal department where e procurement is anchored is the 
Department of Information Technology and Communications, Government 
of Andhra Pradesh, which has a project office for the purpose. The project 
office is staffed with a full time project director and supporting functional, 
technical, and security teams.  The Department maintains an ongoing 
monitoring and close scrutiny of the entire e procurement process. Since 
the service is maintained by a private service provider, all departments 
become user agencies for the service.  

  
The pilot roll out in four departments began in 2003, i.e. Irrigation, Roads 
& Buildings, Andhra Pradesh Technology Services Ltd and Andhra 
Pradesh Medical and Health Infrastructure Development Corporation Ltd) 
The pilot roll out preceded the operationalization of the e procurement 
platform in 28 (90 per cent) of the departments—both internal and in 
public sector funded institutions-- by 2006 and by 2007, 12 government 
departments, 19 public sector units, 100 municipalities, 5 universities, 300 
locations across the state, 1500 government users, and 22,000 vendors,  
were using the e procurement platform27  These departments account for 
about 70 per cent of the procurement spend in Andhra Pradesh28 
 

Lessons from the A.P. Experience 
 
Clearly, support of political leadership and the formation of a high powered 
steering committee were important factors for the successful 
implementation of e procurement.   Initially chaired by the Special Chief 
Secretary, Transport and Buildings Department, the high-power committee 
is currently chaired by the Chief Secretary, Government of Andhra 
Pradesh with members including all secretaries, heads of departments, 
and representatives of the service sector.  The steering committee meets 
every two weeks to review the system and to take any decisions which are 
then binding on all.   

                                                 
27 http://www.eprocurement.gov.in/default.asp  
28 Agarwal, Vivek Public Private Partnership in eGP.  Presentation made on March  12th, 2005.  
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A massive change management process which included identification of 
internal champions and extensive capacity building efforts resulted in the 
development of core expertise within the user department as the 
government has created a cadre of committed professionals who are 
continuously trained on new features and applications of the software.  
 
Critical to the success of the system has been the highest level of political 
support; the high powered steering committee constantly monitoring the 
process;  clear policies and objectives; standardization of processes;  
extensive capacity building and the development of internal core 
expertise; the public-private partnership model, and active help desk 
support. 
 
The system is not without its challenges.  There has to be constant and 
close scrutiny of the model followed by the state.  Extensive and ongoing 
coordination between the government and the private partner is essential.  
Acceptance and change has come easier in businesses and supplies than 
among government employees.  Programme management with policy, 
implementation and monitoring and evaluation are critical to success.  
 
Sustainability 
 
Andhra Pradesh’s e procurement process has sustained itself despite 
changes in political leadership and at senior levels of bureaucracy.  The 
experience has shown that is possible to institutionalize a reform 
embedding it deep into the structure of government.   
 
Impact  
 
An external impact assessment carried out by the Indian Institute of 
Management, Ahmedabad in 2007 on various e governance reforms 
included the e procurement experience of Andhra Pradesh. The 
assessment showed that respondents who have used both the manual 
and the computerized systems have overwhelmingly preferred the 
computerized system as the efficiency of the system has reduced the cost 
and time of accessing services by half. Quality of service delivery and 
quality of governance were also perceived to have improved moderately 
with computerization.   
 
What was the impact?  Within the first two years of implementation, 
transactions crossed Rs.15,000 crores (USD 3 billion), making it one of 
the largest e-procurement exchange in the world.  Thousands of 
transactions have been completed and a single tender worth Rs. 855 
Crores (USD 190) million was processed through eProcurement. 
 
On any given day, the number of tenders closed is around 150; the 
number of bids received are around 700; more than ten thousand 
documents are uploaded.   To achieve this level of transactions, more 
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than 1000 officers have been trained on e procurement, and a huge 
number of small suppliers and contractors from across the country are 
able to actively participate in a process which was the stranglehold of 
cartels earlier. 
 
Without any direct costs to itself, the Government of Andhra Pradesh had 
saved over 10 million USD within two years; the reduction in tender 
processing time had reduced from six months to 45 days; while the 
average bids per tender increased by a 100 per cent,   
 
The A.P. e procurement experience is considered a global best practice in 
government reform as it brings both efficiencies and transparency into the 
government procurement process.   It has won several national and 
international awards from international agencies. The clearest 
endorsement of this experience is when the Government of India has 
mandated that all state follow the A.P. lead and put e procurement into 
place from April 2007 onwards.   Based on the A.P. government’s 
experience, almost all states and centrally governed territories, as well as 
the Central Government are in various stages of implementation of e 
procurement platforms. 
 
Although most states in India are now actively adopting e-
procurement for tendering and purchase purposes, a few have led 
from the front. States like Andhra Pradesh, Karnataka and Gujarat are 
a few noteworthy ones, which introduced e-procurement in 
government departments even before the Union government did.  By 
doing so, they managed to achieve early what no other state could do: 
doing away with tender mafias to ensure equal participation of 
contractors and bringing in transparency in tender opening and making 
information available to all bidders once the tender was opened. 
 
Issues to Reflect Over 
 
The Government of India has mandated E procurement in all states from 
April 01, 2007.  What are the key issues you would prioritize in setting up 
an e procurement portal in your department?  Would you choose to adopt, 
adapt, this model or create a new one?  Why 
 
Exercise Questions  
 
Readers are invited to go to website  https://tender.eprocurement.gov.in 
and browse through its many features and to examine the different ways 
in which they could use this tool in their own contexts. 
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