A Shop for the

Government

The new government e-commerce portal could generate
savings at least equivalent to half of the MGNREGA
budget for 2016-17, writes Dinesh Narayanan

tered buses wait near the central

secretariat in Delhi to transport
groupsof government officialstothelush
greencampus of the National Institute of
Financial Management 35 km away in
Faridabad. Atthe institute, the officials,
whowork indifferent central government
ministries and departments, undergo a
day-longorash course ononline purchase
of goods and services,

The officials are being prepped to use
Government e-Marketplace, or GeM, a
clone of Amazon or Flipkart but meant
exclusively for government procurement,
GeM would eventually offer hundreds of
products such as laptop computers and
photacopiers and services such as cab
hiring and housekeeping to government
departments which currently buy them
through rate contracts or yearly tenders
handed out tovendorsand service provid-
ers after competitive bidding.

Marethan threemonthsafter itslaunch
inearly August, the shopping portaloffers
3.100 products in56categories. Italsohas
a cab hailing service. GeM has already
donea business of 38 crore and as more
and more products getadded, the volumes
areexpected tomatch some ofthe private
e-commerce biggies. The GeM currently
has 1,129 registered government buyers;
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including 468 heads of departments, 1,247
sellers and 56 service providers.

An office in the commerce ministry re-
cently bought a photocopier for 2 97,000 on
GeM which cost 1,52,250 under rate con-
tract, a saving of nearly 574%. Similarly, a
car hired'on a monthly contract through
GeM cost228,000amonth instead of32,500
onratecontract, asaving ofover 16%.

Huge Savings
Thoughnoonehasanexact figure, officials
guess that between 10% and 20% of any gov-
ernmentdepartment’sroutine expenditure
is on sundry supplies and services, The
Centre's non-Plan expenditure for this fis-
cal vear isabout215lakhcrore. That would
mean a market of 1.5 crore at the low end
of the estimate. According to Internet and
Mobile Association of India and IMRB,
India's entire e-commerce market at the
endof December 2015 was worth 21.251akh
crore. A cost reduction of about 15% could
save the government nearly 220,000 crore
which isequivalent tohalfthe2016-17 budget
forthenational job guarantee scheme.
Until now, the government used to pur-
chaseitssuppliesthrough the Directorate
General of Supplies and Disposal
(DGS&D), adivisionthat tracesitsorigins
to 1860 when the then British government
setuplndia Stores Department in London
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for centralized buying. It wasreplaced by
the Central Purchase Organization post-
Independence as the nodal agency for all
government procurements. In 1991, other
departments were allowed ad-hoc pur-
chases but items common to all users—
about 145—remained with the DGS&D.

GeM owes its genesis to the recommen-
dationsoftwo groups of secretariestothe
prime minster in January. The group of
secretariesfor “Innovative Budgetingand
Effective Implementation” recommended
that the DGS&D set up adedicated e-mar-
ket for goodsand services for governments
and state-owned enterprises. Another
group ofsecretaries on“Good Governance
Challenges and Opportunities”, recom-
mended procurement reforms in theform
ofa Central public procurement platform
forend-to-end procurement of goods, ser-
vices and work contracts along with re-
formingthe DGS&ID.

“The prime minister wanted to see a
proof of concept within two months, at
least for a couple of items,” commerce
secretary Rita Teaotia told ET, That was
a stiff deadline for something that had
never been attempted before. ~We un-

How GeM works
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derstood procurement but we needed I'T
support. Tt looked impossible.”

As commerce ministry and DG&SD of-
ficials brainstormed, one official asked,
“Whycan't we havea Flipkart for govern-
ment?" The idea caught on. DGS&D of-
ficials went back to the drawing board to
conceptualise an end to end solutionand
processflows. Government procurement
involvesanumberof procedures, require-
mentsas wellasauthorisations. The plat-
form had to incorporate all of them.

Toengage a private company with ex-
perience in building such a platform
would have been the easlest way out. But
the deadline was tight. That is where the
national e-Governance Division of the IT
ministry came in.

Ateam ofabout a dozen young IT profes-
sionals built an electronic marketplace
that looked and felt like an Amazon or a
Flipkart. They builtin a series of authen-
tication and compliance measures at the
back end to make sure online purchases
were in line with the government rule-
book and left clear audit trails. Yet, what
the NeGD team built was a truer market
place than those run by even private play-
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ers. “Unlike Amazon or Shopclues, we
don’t manage inventory or logistics. We
just register vendors and buyers on the
platform,” Vishal Singh, additional direc-
tor, NeGD told ET.

They presented the proofof concept with
acarhiringservice onthe platformtothe
prime minister. But there wasstillaprob-
lem. Government rules called General
Financial Rules, or GFR, did not allow
payment until it was approved by the
designated authority.

“DGS&D’s key activity of coneluding
ratecontractshad limitations and needed
to be in sync with modern technological
and ITadvances,” Binoy Kumar, director
general, DGS&D, told ET. “GeMaddress-
esthisproblemand isamore transparent
and efficient system with minimum hu-
man interface.”

Graft Check

On May 3, the finance ministry amend-
ed the GFR fo enable GeM users to buy
goods and services up to 250,000, The us-
ers would get 10 days after receipt of the
goods to inspect and approve following
which, if the goods are not rejected, the
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. aymentwouldbeautomatically credited
tothevendor. Brompt payment was impor-
tantasthis is where the system wasopen
to corruption. "Personal negotiations
always have a question mark,” a senior
commerce ministry official who did not
wish tobgnamed told ET.

Onerecent Wednesday as the GeM train-
ing progressedat NIFM and the payment
mechanism was explained, some par-
ticlpants were visibly unnerved by the
impersonal nature of the process. “Can
the buyer have any discretion?” one of:
flcialasked, "Noneatall," said Professor
Brajesh Kumar who conducted the ses-
sion. “Not even under special circum-
stances?” the official insisted. "No.”

“What if we follow all norms and still
there is #n audit issue?" asked another
official.

“Theentiretrail Isavailable toviewand
print out,” Kumar assured them.

The senior commerce ministry official
sald vendors' payments were frequently
held to ransomby unscrupulousofficials.
Often vendors also bribed officials to fix
contracts for favourable rates and speci-
fications. He said it also restricted the
vendor base as it was difficull for those
farfrom the capital to break into the gov-
ernment system,

Piyush Jain, whose UNEECOPS
Technologies hasbeensellingI'l'software
and hardwareto different government de-
partments for over two decades, says he
is happy with the new system because it
is moretransparentand he does not need
toliaison asmuch with officialsashe had
to eavlier. Jain also does not mind lower
margins because the payment is prompt
andassured.

Binoy Kumarsays GeM hasageographi-
rally wider vendor hase and potentialfor
many produets and services in contrast
with rate contracts (contracts where the
rateofa product isfixed fora vear through
bidding) which were anyways declining
verthe years.
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