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Executive Summary

North Carolina E-Procurement @ Your Service is an Internet-based purchasing system that offers electronic sourcing, requisition management, and purchase order processing for the State of North Carolina, including state agencies, community colleges, local school systems, and local governments.  The E-Procurement service is available through the NC @ Your Service portal and has processed over 250,000 purchase orders representing $2 billion in spend in its first 2½ years of operation.
The system is comprised of the Ariba Buyer software with public sector extensions, a Statewide Vendor Registration application, and a marketplace for performing electronic procurement sourcing and quote management.  This software interfaces with three different financial and accounting systems which are utilized by 29 State agencies, 15 institutions and hospitals, 115 local school systems, and 58 community colleges, and is being interfaced with other entity financial systems throughout North Carolina government.

E-Procurement allows the State of North Carolina to electronically communicate with vendors, to purchase goods and services via the online system, and to have purchase orders electronically routed to vendors.  The E-Procurement system enables government entities to aggregate their purchases to obtain better prices, empowers users to use online requisitioning with direct access to state term contracts, and allows end users to create requisitions and have them electronically approved if necessary.  The eQuote tool allows users to submit requests for quotes to specific vendors for items below the sealed bid and advertising requirement.  Quotes are submitted and evaluated electronically. 

Vendors register through a single, online registration application.  They specify preferred method of receiving POs (email, fax, or xml), billing information, and whether they wish to receive electronic requests for quotes. Suppliers are assessed a 1.75% marketing fee for applicable goods purchased through E-Procurement.  The State government agencies access and use the system at no cost.

Through an innovative public/private partnership, the E-Procurement system has been implemented and maintained with no State funds being expended.  In its first two full years of operation, savings of over $162 million have been realized.  This savings is a result of improved prices ($127 million) and increased operational efficiency ($35 million).

A.  Description of Project


NC E-Procurement  @ Your Service is a user-friendly, Internet-based purchasing system that offers electronic purchase order processing and enhanced administrative functions to buyers and suppliers, resulting in operational efficiencies and cost savings.   The programs goals and objectives reflect the State’s “One North Carolina” vision outlined by Governor Michael Easley, as well as that of the sponsoring agencies – The Department of Administration’s Division of Purchase & Contract, the Office of the State Controller, and the Office of Information Technology Services’ Statewide Information Technology Procurement Office.
Since going live in November 2001, E-Procurement has transformed the way the State of North Carolina purchases goods and services, as follows: 

· It is an enterprise-wide e-procurement system that allows government entities to aggregate their purchases to obtain better prices from their suppliers. 

· Users are empowered to use online requisitioning through the Internet with direct access to state term contracts.  Items from over 120 statewide term contracts are available in approximately 500 vendor catalogs.

· Over 7,500 users can purchase from more than 30,500 registered vendors.

· Entities can decentralize the purchasing process, allowing end requestors to create requisitions online.

· The eQuote tool allows users to submit requests for electronic quotes to vendors, replacing more manual quoting processes.  Responses (quotes) are submitted and evaluated electronically.
· Orders are routed electronically (over 250,000 purchase orders representing $2 billion in spend have been processed). 

· Facilitating the ability of small, minority, and underutilized vendors to offer goods and services to the State.  

The system is comprised of the Ariba Buyer web-based software product with public sector extensions, a Statewide Vendor Registration application, and a marketplace for performing informal quotes electronically.  The E-Procurement software is currently interfaced with the statewide North Carolina Accounting System (NCAS), has successfully interfaced with community colleges and K-12 schools, and is planned to interface with other financial systems used throughout North Carolina government.   In addition to State agencies, other entities that currently use or are planning to use the system include: universities, community colleges, K-12 schools, and local governments.  

The number of entities served by NC E-Procurement @ Your Service is a dynamic number as new users and entities are continuously trained and implemented. As of April 2004, the breakdown by entity is as follows.

· 29 State Agencies

· 15 Institutions and Hospitals

· 22 Local Governments

· 36 Local Education Authorities (LEA)
· 36 Community Colleges (CC)
All suppliers that receive purchase orders from E-Procurement must register through the web-based vendor registration application.  Suppliers specify the preferred method for receiving purchase orders (email or fax) and provide billing information.  They also have the option to participate in eQuote and receive electronic requests for quotes.  

Technical Infrastructure/Architecture

The E-Procurement system is built on a three tiered, high availability Sun Solaris platform.  The web server software utilizes the Sun One Web Server platform running in a highly secure HTTPS configuration. F5 Big IP load balancers support the high availability.  The relational database management system is Oracle on Sun servers supported by Veritas Cluster Server with attached Sun disk arrays for data storage.  The application tier utilizes Ariba Buyer version 7.1 also using Veritas Cluster Server for system availability.  The Ariba Buyer software is a COTS product, which has been customized for the North Carolina implementation.  The system is a web-based system accessible from the public Internet with online interfaces to four distinct financial systems utilized by State agencies, community colleges, and local school systems.  Instances of the four financial systems reside in over 170 different locations throughout North Carolina. The system will interface with two more financial systems within the next year.

B.   Significance to the Improvement of the Operation of Government.


By moving from a paper-based procurement transaction environment to a first class Internet-based purchasing system, the State of North Carolina has created an online statewide marketplace that will provide purchasers with a “one stop shop” for their purchasing needs.

NC E-Procurement @ Your Service is designed to improve basic governmental operations.  The E-Procurement system has achieved the following improvements to government operations:

· Provided a cost effective enterprise procurement system.

· Consolidated numerous purchasing systems into a single enterprise procurement system enabling the state to have a statewide reporting capability to gather significant purchasing information, evaluate purchasing patterns, and to negotiate better prices with its suppliers.

· Streamlined and standardized the current procurement processes, allowing for decreased cycle times and increased process efficiencies.

· Enabled the consistent application of both statewide purchasing policies and agency-specific business rules. 

· Automated approval workflows.  For term contract purchases under predetermined dollar thresholds, the workflow can reduce the number of approvers and lessen the impact on purchasing agents allowing these agents to spend time on more value-added activities.  

· Provided product-specific electronic catalogs containing items on statewide term contract.  Electronic catalogs increase compliance with state contracts and improve the accuracy of purchase orders issued to suppliers and reduce the data entry of end users.
· Automate and standardize the informal quote process, replaces calling or faxing vendors with Internet communications, and reduces prices by increasing vendor competition through greater vendor participation.

· Provide a single registration application for vendors to receive orders from North Carolina government entities.

C. Benefits

The NC E-Procurement @ Your Service provides significant benefit to the State of North Carolina as a whole, the individual entity users, and the vendors who supply goods and services to the State.  Benefits can be categorized into three main areas: Expanded Marketplace, Operational Efficiency, and the creation of New Tools. 

Expanded Marketplace

A significant benefit area of E-Procurement for both buyers and vendors is the expanded landscape of the marketplace.  For state buyers, the E-Procurement system, through its “one-stop-shopping” model, provides access to new vendors as well as an increased volume of vendors.  Increased access not only provides buyers with more options for goods and services, it offers those goods and services at more competitive prices, giving buyers more buying power.

On the other side of the buying dynamic, vendors receive tremendous benefit through the use of the E-Procurement system.  By becoming a registered vendor in E-Procurement, without any initial cost to the vendor, they experience an immediate increased access to markets without additional supplier marketing efforts, enjoy the ease of a single point of access to North Carolina government organizations, have an opportunity to engage in a faster and more efficient method for quoting through eQuote, and experience an increase in order accuracy through receipt of electronic orders with a consistent purchase order format.  Vendors reap these benefits without significant processing, marketing and administrative costs. Vendors are assessed a fee on goods sold using E-Procurement.
Operational Efficiency

Through a single point of access for all governmental purchasing, the E-Procurement system immediately demonstrates its operational efficiency.  All state buyers access one location, and they can access it from anywhere.  Through the use of an Internet-based system, the system is available from any location with a web browser.  The E-Procurement system creates a standard purchase order format and increases order accuracy by pre-populating details for items purchased from statewide term contract catalogs.  These catalogs are available in a searchable format, accessible via the Internet, making the purchasing process efficient and user-friendly.   With increased order accuracy, the timeliness of fulfillment and receipt of the correct goods and services also increases.

New Tools - eQuote

The electronic quoting tool, eQuote, illustrates how the NC E-Procurement @ Your Service system has shown benefits to users and fundamentally changed the way business is conducted.  eQuote is an electronic informal quote system that allows users to reach more vendors in a much more efficient manner through the electronic quote request process, saving valuable time.  Previously, contacting multiple vendors via phone, fax or U.S. mail to request and then receive quotes was time consuming and often laborious. Because multiple vendors receive quotes simultaneously, eQuote provides vendors with the incentive to offer competitive prices and respond in a timely fashion.  This puts the user squarely at the advantage — users can now review and compare several quotes at a glance and make important price-based decisions, achieving significant cost savings.

eQuote provides quoting with three easy steps:

1. Users complete an eQuote for items that they want to purchase, choosing from over 15,000 participating eQuote vendors to whom to send the request.

2. Vendors receive the same quote request information simultaneously and provide a price quote on-line.

3. Users review the auto-tabulated quotes, award the contract, and submit a purchase order with a few clicks of a mouse.
D.   Return on Investment - Short-Term/Long-Term Payback 

The NC E-Procurement @ Your Service system has been fully operational since November 2001.  Over the course of this two and one half year period the number of users has increased, thus demonstrating more significant return on investment over time.  

The NC E-Procurement @ Your Service system would not classify any of the return on investment as short-term.  Although the system has had immediate impacts in certain areas, it is expected that the overall benefits are long term in nature.

A benefits analysis was conducted to examine savings over the first two full years of E-Procurement.  Researched data was from the November 2001 through December 2003 timeframe.  The benefits analysis evaluated savings in two areas, 1) prices paid for goods purchased before and after the implementation of E-Procurement, and 2) the cost to create and issue a purchase order.

Prices Paid

The measurement of prices across a market basket of goods purchased before E-Procurement and after E-Procurement showed net 7.24% overall decrease, resulting in a savings of $127 million when applied to overall State purchases.  

· The total cost of these items through E-Procurement was $7.89 million.  The same purchases would have cost $8.63 million at unit prices prior to E-Procurement (8.6% gross price reduction).  

· Nearly 50% of the items in the Market Basket have been purchased through E-Procurement.  

· Many of the Market Basket items have been purchased multiple times in E-Procurement, resulting in 1,800 purchases of Market Basket items.  

· When the product specific Consumer Price Index of inflation/deflation for years 2002 and 2003 is applied to each of the Market Basket items, the total savings is 7.24%.

Decreased Cost of a Purchase Order

The cost to issue a purchase order with E-Procurement decreased 91.5% after E-Procurement, resulting in cumulative efficiencies of $35M.

· Users from 8 agencies were timed entering and approving purchase orders to determine length of time to enter and approve an average purchase order.

· Users were also interviewed regarding the amount of preparation time required before starting a purchase order in E-Procurement.  This time was included in the overall time to create a purchase order.

· Average salary cost by pay grade for typical requisitioner and purchasing agent determined using information from Office of State Personnel.

· Salary cost and overhead of labor applied to the total length of time to create and approve a purchase order.

Additional Long –Term Paybacks

Aggregated Purchasing Data:  Aggregated purchasing data are used to obtain better prices on state term contracts.  Results of the analysis show that several term contract prices have been reduced 3%-23%. 


Order Placement to Goods Receipt:  Analysis showed that issuing a purchase order through E-Procurement reduces the time to order and receive goods by 26%-50%.

Elimination of Administrative Costs:  Results of the analysis confirmed that sending E-Procurement purchase orders electronically eliminated mailing and other administrative costs.

eQuote Benefits:  User reported savings averaging 26% have been achieved through increased competition resulting from the online quoting tool.
