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Abstract: Because of Korea’s nationwide Internet capacity, information tech-
nology is accelerating the development of electronic democracy and the
informatization of public administration in that country. This article analyzes
how information technology affects organizational development, using the
Korea Procurement Service as a case study. Based on Rockart, Earl, and Ross’s
model, this study focuses on four aspects of redesign-operational redesign, sup-
portt redesign, managerial redesign, and network process redesign. By exploring
the link between information technology and other organizational factors, this
article explores the effect of the introduction of an electronic system into this
agency, which traditionally had a reputation for little corruption and red tape in
Korea. Relying on previous studies and statistical data, this study explains the
extraordinarily high performance of the Korea Procurement Service and ana-
lyzes the effects of information technology on the achievement of service effi-
ciency and corruption control.
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INTRODUCTION

With the rise of the information society, the role of government has also changed.
In Korea, because of its nationwide Internet capacity, information technology (IT) is
accelerating the development of electronic democracy and the informatization of pub-
lic administration. E-government can be defined as the application of information and
communication technology to achieve better government. It is not a goal, but rather a
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tool that can be used to transform society by enhancing administrative efficiency and
effectiveness and increasing citizen participation in—and the transparency and
accountability of —the policy-making process (OECD, 1999).

However, the application of IT to public administration can be a double-edged
sword. Despite the many benefits that IT offers, great challenges are posed by the
dynamics, complexities, and risks of global enterprising. Unless provisions for contin-
uous upgrades and enhancement are built into IT systems, the ability to perform pro-
curement functions in a timely and secure manner will be diminished. The challenge
for IT units is thus to align technology with organizational goals and to employ spe-
cialized personnel to deal with it.

The Governmental e-Procurement System (GePS) in Korea is one of the most suc-
cessful cases of public-sector reform. It was adopted based on interagency collabora-
tion and coordination from the top. The successful adoption of the GePS was made
possible by the efforts of the Korea Procurement Service (KPS) to reform the organi-
zation in response to a rapidly changing technology environment. While private firms
generally can reshuffle their organizations and reduce manpower, public sector organi-
zations in Korea have rigid restrictions on their ability to affect organizational change.
Within the limited scope of reengineering that is possible, the KPS had to gradually
restructure its tasks, people, and organization to meet the new demands of IT.

In this respect, this case study of the KPS will discuss the following issues related
to the role of IT in procurement:

« How IT influences organizational change

¢ How the advantages of IT can be maximized in the public sector

» How a central procurement organization takes on new roles as it employs an
electronic procurement system

There are two opposing views about the actual changes that IT has brought: One
supports the idea that organizational change has occurred, whereas the other denies
that IT has had any effect. It is possible that IT has caused significant changes in man-
agement processes, but that does not necessarily imply organizational change. This
study will look at the innovations implemented by the KPS over the last several years.

FRAME OF ANALYSIS

Herald Leavitt (1965) proposes a model of organizational analysis that comprises
structure, people, tasks, and technology change. Leavitt defines an organization as a
balancing act: If any one of these four variables changes, the others must also change
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in order to maintain balance in the organization. Rockart and Morton (1984) add a
fifth variable to the balancing act: organizational processes. They argue that manage-
ment processes are the glue that holds the organization together, and they surround the
four boxes characterizing organizations with a line representing a permeable mem-
brane. This membrane leaves each element exposed to the external environment—
thus, the organization’s strategy is directly affected by the environment, while individ-
uals and the organizational structure are affected less directly. Lucas and Baroudi
(1994) argue that new organizational design variables are made possible through infor-
mation technology: structural variables (e.g., virtual components, electronic linking,
and technological leveling), work processes (e.g., production automation and electron-
ic work flows), and communications (e.g., electronic communications, technological
matrixing, and electronic customer-supplier relationships).

This paper begins with the assumption that organizational structure is linked to
management processes. Changes in management process as IT was implemented
alongside the procurement process encouraged the components of the KPS —people,
tasks, structure, and strategy —to divide electronic tasks and to work in partnership
with various people in different way. Therefore, the rigid and bureaucratic KPS was
forced to change.

Thomas Powell and Anne Micallef (1997) suggest that the advantages of IT dissi-
pate rapidly without the integration of IT with the agency’s infrastructure for human
resources and business complementary. Management processes should be created to
foster conditions in which IT can produce sustainable advantages. From this perspec-
tive, this paper will examine changes in the workflow of the KPS using a framework
based on the model proposed by Rockart, Farl, and Ross (1996):

» Operational process redesign: Reengineering to remove unnecessary steps
from basic transaction-oriented operational processes. Operational and man-
agement processes fall within the overall business process. Operational
processes embody the execution of tasks that make up the activities of an orga-
nization’s value chain. In effect, operational processes constitute the “doing of
business.”

° Supportive process redesign: Providing appropriate education and hardware
to enable all members to do business effectively with regard to information
technology.

° Managerial process redesign: Rethinking internal managerial information
flows to provide greater access to data at all levels of management. Managerial
processes are activities associated with the administration, allocation, and con-
trol of resources within organizations.

* Network process redesign: The development of new and improved ways to
reach, service, and retain customers.
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It is worth noting that all of these redesigns involve major process change in most
cases. In other words, these four processes are conceptual and theoretical, so that they
are not mutually exclusive nor clearly definable especially as far as IT effects are con-
cerned.!

Figure 1. Rockart, Earl, and Ross’s Analytical Framework

Managerial Process

Redesign *sales mgt

*planning
Network *quality Network
Process , Process
Redesign Operational § Redesign

Process Redesign

*information-based
services

*coordination
activities

Support f§ Process Redesign

*accounting
*human resources .
*information technology F#

ELECTRONIC PROCUREMENT SYSTEMS
IN THE KOREAN GOVERNMENT

The Conceptual Framework of the GePS

In 1995, the KPS, an agency belonging to the central government, conceptualized
e-procurement by elaborating the Procurement Electronic Data Interchange (EDI)
Plan. Based on this plan, a pilot research project commenced in 1997. The visible
result of the EDI plan was the Government E-Procurement System. The cost of devel-

1. In the framework, “management process” and “operational process” refer to the internal
management of an organization and its processes, respectively, including both internal and
external aspects. In this paper, I use “management process” for to refer to human resource
management and “operational process” to refer to the technical aspects of tasks. I thank a
reviewer for the comment in this regard.
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oping the GePS was about $22.4 million—$1 million to build the process and $21 .4
million to build the system.

The GePS provides information on public procurements by central governments,
local governments, and other public agencies. It is a public cyber-marketplace in
which a single gateway allows suppliers and buyers to meet and conduct a range of
electronic business activities. Figure 2 shows the architecture of the GePS. The GePS
is intended to help public organizations perform procurement in terms of contract
requests, bids, contracts, payment requests, and follow-up management; serve as a sin-
gle point of business registration for public procurement; provide information on com-
panies regarding business identification certificates, national tax payment certificates,
and qualifications; report contract performance; issue notices related to procurement;
and manage an e-shopping mall for the KPS’s supply of contracted products (Seong &
Lee, 2003).

Figure 2. Conceptual Framework of the GePS
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The business process of the KPS has significantly changed since the adoption of
the GePS. In the past, in order to participate in the bidding process, companies had to
visit organizations scattered nationwide, register with every organization to vouch for
their bidding qualifications, and submit the same documents on bidding and forming
contracts. Furthermore, they had to spend a great deal of time reading official gazettes
and newspapers to get bidding information. Moreover, because they had frequent face-
to-face transactions, there was a growing concern about possible corruption.
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In this context, there was a crucial need to make the procurement process electron-
ic. Automatic processing and online information sharing on a real-time basis were
expected to elevate the transparency of government procurement, increase corporate
productivity, and reduce transaction costs significantly. For example, bidders would
not need to visit government offices and submit the same documents over and over
again. They can not only bid and form contracts but also apply for certificates and sub-
mit annexed documents.

The GePS is a network system that connects public agencies and vendors. This net-
work system comprises 53 external systems that are managed by outside institutions.
The Government for Citizen (G4C) System provides tax records and necessary infor-
mation for registration. The National Finance Information System provides real-time
information on finances of government agencies. The network comprises six construc-
tion-related associations, which provide information on contract bidders; 10 insurance
corporations, which receive contract deposits; six certified authentication institutions,
which help to verify the digital signatures; the Korea Financial Telecommunications
and Clearings Institute, which provides services for e-payment with 15 commercial
banks; and the National Computerization Agency, which issues the public key infra-
structure for e-bid cryptogram.

The Customer Is the Principal Beneficiary

Since the introduction of the new system, the KPS has managed to realize revolu-
tionary performance in the e-procurement service based on customer relationship
management (CRM) in 2004. Under the slogan “In a way you want, anytime and any-
where,” the KPS has implemented differentiated and more convenient services for
each customer group through its CRM project. In addition, the KPS established the
first Web call center among public institutions to enhance service quality by providing
telephone responses, video consulting, and screen-sharing guides.

Moreover, it constructed an ontology system through an automatic search and stan-
dardization of differently categorized catalogues. In doing so, it has boosted e-com-
merce by enabling everyone to have easy access to product information. In 2003, it
implemented “ubiquitous e-procurement” by opening a mobile service whereby peo-
ple can get procurement information and participate in bidding. Entrepreneurs can
now make e-bids while traveling.

Time Savings

The Internet—and all of its global subnetworks—has enabled better, faster, and
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cheaper business operations. Geographic distance and waiting time do not matter any
longer. The cost, speed, and capacity of data handling, together with its 24/7 access,
define the advantages of the Internet and its value for e-commerce.

Through standardization, digitization, favorable weighed-size value rations, and
the Internet, high technology has enabled the KPS to produce faster, cheaper, and bet-
ter business results through (1) faster interagency response, (2) lower costs, (3) more
innovative, higher-quality services, (4) greater transparency. Tables 1 and 2 show how
much time has been saved through the introduction of the EDI. Estimating time saved
per unit transaction and the volume of work, Table 1 shows the total amount of time
saved in terms of KPS employees” work time. It goes up to 6,683,966 hours per year.

Table 1. Time Saved by KPS Employees (Hours)

Transactions | Before After | Time Saved| Total Time
per Year EDI EDI per Unit Saved

Publication of bidding 5366 | 50days 50 days 0
Procurement demands 213,238 50 0.5 4.5 959,571
Reception of invoice 180,401 50 0.5 45 811,805
Demand of Items 240,092 40 0.5 35 840,322
Transfer of items and verification 273,719 6.0 30 30 821,157
Payment from demander 324011 70 0.5 6.5 2,106,072
Payment to suppliers 152,672 8.0 0.5 7.5 1,145,040
Total time saved 1,389,490 35 6 295 6,683,966

In the same way, Table 2 shows the total amount of time saved for companies
doing business with governmental agencies. This amounts to 9,313,352 hours per year.
This 1s phenomenal. Simply adding the amount of time for the both sides, the EDI has
resulted in time savings of 15,997,318 hours per year—that is, 1,999,664 business
days per vear.

Table 2. Time Saved by Companies (Hours)

Transactionﬂi Before After | Time Saved | Total Time

per Year EDI EDI per Unit Saved
Reception of item demand 180,401 240 80 16.0 2,886,416
I;fifé‘giggzn‘)f demand 59,691 400 8.0 20 | 1910112
Delivering items 273,719 240 160 80 2,189,752
Invoice and reception of payment 72,121 400 80 320 2327072
Total time saved 586,532—’ 1280 400 88.0 9,313,352
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Lower Costs

In addition to the costs of introducing the system, maintenance costs are estimated
at $2.4 million per year. The cost is mainly allotted to wages for outsourced program-
mers and counselors in the call center. They consist of 34 programmers and 34 coun-
selors, with 17 people from the KPS. They assist the manager and operate the pro-
grams and the hardware of the GePS.

However, the GePS has realized annual transaction cost savings of $2.7 billion as a
result of electronic processes and integrated information. In particular, 90% of the total
amount of business expenses was saved in terms of time and transportation. Public
organizations saved $281 million, primarily because of the reduced burden of informa-
tion acquisition and reduced travel costs to public offices.

Table 3. Estimation of Cost Savings from the GePS

Components Work improvements Benefits (million dollars)
Private Public Total

Simplified process Cutting down on red tape, etc. 104 33 137
Standardized process | Using the standardized way of

contracting, etc. 437 165 602
Digitalized process E-bidding, bid notice on the

Internet, etc. 226 46 272
Integrated data sharing | Obtaining information in the

single window, etc. 1,714 37 1,751
Total 2481 281 2,762 |

Source: Task force for the GePS project, January 2002.

WHAT HAS CHANGED SINCE THE INTRODUCTION OF THE EDI

The KPS has a special budgetary status—similar to that of a private company —
because it generates its own revenue and executes its own budget, separate from the
central government revenues and expenditure structures. This peculiarity was favor-
able to the introduction of the EDI plan. The EDI—and the GePS in particular—has
brought changes in the organization’s operational, supporting, managerial, and net-
work processes.
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Operational Process Redesign

Changes in the Organizational Chart

In 2002, the Division of Informatization Planning was created within the KPS.
Because the Ministry of Internal Affairs now renowned as tightly controls all agen-
cies’ organizational charts and total number of employees, the creation of this division
was made possible by rearranging the other divisions. This is the way that agencies
within the Korean government are typically restructured, as one of Ministry of Internal
Affairs’ functions is to fight against bureaucratic expansion.

It is worth noting that before the inauguration of the GePS, a Division of Planning
already existed. This division was in charge of planning all strategic change, including
the upcoming informatization of the KPS. The newly created Division of Informatiza-
tion Planning is charged with ensuring the normal operation of the GePS and prepar-
ing for further development in that area. This division is known for its capacity of
spinning itself off whenever a new mission is formulated. For example, after mandat-
ing the importance of standardization for every item subject to procurement, the Divi-
sion of Electronic Catalogue was created.

The ntroduction of the GePS has brought substantial changes in other divisions’
work as well. The decline of the Division of Enterprise Accounting is an excellent
example in this regard. Its principal mission was to verify accounting summaries of
enterprises applying for bidding, but with the GePS, this function is no longer neces-
sary. From the database of enterprises that the GePS has incorporated, one can easily
check the business credit of any enterprise on a real-time basis. Before, it was difficult
for the KPS to distinguish good enterprises from bad enterprises because, seeing all of
the wonderful business opportunities that were available, collapsible corporations or
enterprises would form in order to try to sneak into the bidding process. Consequently,
the Division of Enterprise Accounting was eliminated.

This is not necessarily a criticism of the organization of the KPS. As the Korean
economic and business sector has evolved, new business areas have emerged for the
KPS, too. Examining IT-related items is a huge task, considering the variety and speed
of technical innovation in the IT sector. Because public agencies are purchasing more
and more services from the private sector through bidding, it was necessary to stan-
dardize the bidding process. These are typical examples of new mission areas that the
KPS faces; as a result, the KPS could not be downsized after the introduction of the
GePS.

Some may argue that this kind of new mission has served as justification for keep-
ing the existing organizational size—that is, not downsizing because Korean bureau-
crats fear losing their jobs if the size of the agency is diminished. One cannot deny this
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bureaucratic inertia in the KPS, but it is also understandable that new business areas
have appeared. Currently, the KPS has five headquarters, one central inventory office,
11 regional offices, three branch offices, and five overseas representatives.

Centralization versus Decentralization

Centralization and decentralization have been important issues in the history of the
KPS. The location of all (or parts) decision-making points is critical to ensure efficien-
cy and to guard against corruption. This study found that, increasingly, these responsi-
bilities are being distributed to both local organizations and to the central IT unit,
which fits well with what Handy (1989) calls a “federal” structure. Handy describes
the federal organization as one that follows the political model of the division of
power between a central authority and local governments (e.g., the federal government
and the states in the United States). This model allows for a significant measure of
autonomy at the local level in business organizations, but also the “scale” that is neces-
sary for organization-wide planning, resource allocation, centralized purchasing, and
other benefits.

Both, however, as noted in the central ellipse in the exhibit, provide many advan-
tages. Decentralization of some decisions fosters user control over IT priorities and
business-unit ownership of their systems, for example. On the other hand, economies
of scale and control of standards can only be gained from centralized activities.

Hodgkinson (1996) illustrates a federal organization that delegates some responsi-
bilities to the center and many more to local organizations. What ties all of this togeth-
er is a well thought-out IT vision, effective leadership, and a groupwide IT strategy
and architecture. These, in turn, enable the benefits of both centralization and decen-
tralization and allow strategic control and synergy throughout the organization. Mov-
ing from the status quo to an effective federal organization, however, is not easy —
especially in formerly decentralized organizations. Importantly, though, once a federal
structure is in place, it can easily be modified as the requirements of the host organiza-
tion change and as technological learning evolves.

Thus, the federal model is a relatively stable structure (Earl & Feeny, 1994) Past
work on federal IT structures has assumed a multidivisional context. However, single-
line businesses are also discovering the advantages of federalism. In this model, there
is devolution of systems analysis and consulting activities to departments, functions,
or processes and a unifying central responsibility for strategy and operations. In other
words, the federal structure helps to achieve alignment with the business, together
with economy of scale and architectural integrity.

The introduction of the GePS has resulted in these two contradictory effects in the
field of procurement in Korea. More agencies and local governments are using the
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GePS, as it is easier and less expensive than doing procurement in their own way. The
Division of Informatization Planning established technology standards for implement-
ing the architecture. This requires constant screening and testing of technologies to
determine which technologies meet organizational needs for integration and support.
The rapid pace of change in information technologies means that the division must
develop the ability to establish, support, reevaluate, and, as appropriate, change tech-
nology standards. What is extremely clear today is the movement toward an increased
emphasis on standards for both cost and effectiveness. The time, energy, and expertise
needed to make appropriate procurements is driving procurement agencies to use the
EDI system rather than proceed with decentralized procurement procedures. Thus,
centralization has occurred in terms of the uniformity and standardization of the pro-
curement processes that most agencies rely on.

Centralization does not mean that the KPS headquarters decides or influences who
will win contracts—on the contrary, each agency has more autonomy in their decision
to use the GePS when making purchases. When agencies use the GePS, it is the soft-
ware that makes the choice. More public agencies are using the EDI system, not only
because of its simplicity and cost but also because transactions processed through the
EDI system are exempt from audit. The latter point is particularly important, as many
agencies have complained about the bean-counting method of auditing that the Korea
Audit Office uses regularly. In this sense, procurement processes are decentralized
across Korean governments and agencies.

Supportive Process Redesign

The KPS is a relatively small agency within the Korean government. It includes
943 employees, of which 407 work at the headquarters, 88 work at the central invento-
1y office, and 448 elsewhere (e.g., regional offices). Traditional bureaucracy, by defini-
tion, cannot support the GePS. The transformation from hierarchical bureaucracy to
network organization is possible only if people change their perceptions and acquire
the appropriate skills. Obviously, the changes that the KPS faces have resulted in large
gaps in the technical skills of staff members. Neither of these skill sets is easy to
develop within the current ranks. Some estimate that up to 50% of the existing IT per-
sonnel will not be able to make the technical transition-much less be able to obtain the
appropriate business skills. There is, as yet, no consensus on the appropriate way to
carry out the transition of skills.

Another solution to this shortage of qualified staff is to recruit talented young peo-
ple. However, the Ministry of Internal Affairs (now called the Ministry of Home
Affairs and Decentralization) keeps tight control on the bureaucratic expansion of all
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agencies in the Korean government. In other words, the KPS has no discretion to
increase its total number of employees, but it also cannot fire personnel because of the
strong job protections provided by the Korean civil service system. Furthermore, the
KPS cannot provide the Ministry of Internal Affairs with evidence to support the
necessity of increasing its staff, as some people believe that IT has the effect of dimin-
ishing the need for staff for the same tasks. As a result, the KPS has remained relative-
ly stable in the number of staff members employed over the years (see Table 4).

Table 4. Number of KPS Staff Members

Job series 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
General administrative 704 663 662 662 678 678 698 726
Technical 295 | 260 260 260 244 244 233 211
Political appointee 1 1 1 1 1 1 1 1
Special tasks 12 11 11 11 11 11 11 9
Contracting 0 0 1 1 1 1 1 1
Total 1012 | 935 935 935 935 935 935 948

There is no way for the KPS to solve its staffing problem other than to shift the
work and training of existing staff members. To that end, the KPS created a training
center to allow staff to acquire new skills, and it introduced a certificate program in
contracting. Through this training and certificate system, employees significantly
enhanced their work skills. For example, an expert procurement training course at the
head office has now been expanded to training centers at the regional offices. The
number of trainees increased from 1,607 in 2005 to 6,931 during the first half of 2006.
Those who completed the training course, as well as those who have earned the certifi-
cate, play a role as change agents within the KPS. Thus, an internal partnership
between change agents and those who need to develop skills has been established.

The outsourcing of some I'T-related jobs to computing service firms such as SDS,
an affiliate of Samsung, supports the EDI plan, alleviating some of the skill shortages
in the Division of Information Planning and relieving management of the need to
oversee tasks that are not considered competitive strengths or core competencies.
Because of their economies of scale, these outsourcing companies can, in principle,
provide more reliable, cost-effective support than in-house units while allowing top IT
management to focus on strategic priorities.

However, managing— or more precisely, supervising —the work done by outsourc-
ing companies is quite different from deciding to outsource (Earl, 1996). This requires
IT staff working at the KPS to be at least as skilled as the outsourcer in each key area.
They need to be able to understand customers as well as negotiators and derive satis-
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faction from seeing a job done well —not just doing it. This is a slightly different breed
of manager than has populated IT departments in the past. A critical skill is the ability
to recognize of whether a vendor relationship is purely transactional and contractual or
more strategic and collaborative (Henderson, 1990). Vendors, as much as customers,
have suffered from confusion on this point.

Managerial Process Redesign

Before the introduction of the GePS, the KPS was a bureaucratic organization, like
other agencies that could be characterized by a closed and authoritative relationship
with outsiders. In the past, the KPS was exclusively in charge of the whole process of
procurement from beginning to end. The EDI transformed this bureaucratic organiza-
tion into a network organization. Under the new system, the boundary between the
KPS and its environment has become more fluid and ambiguous. Managing in the tra-
ditional bureaucratic way does not work any more.

It is important to note that the technical maintenance of the GePS is subcontracted
to Samsung because KPS officials cannot handle this advanced IT facility. The most
dramatic aspect of the change has been an increased reliance on integrated packages.
The KPS recognizes that it does not have the time, money, expertise, or inclination to
develop large, integrated systems in house. Therefore, the agency purchased software
from Samsung. Package implementation is decidedly different from in-house develop-
ment. It is enough for the Division of Informatization Planning to understand the sys-
tem, adapt it to the platforms it can utilize, and troubleshoot code or table-driven pro-
cedures. More importantly, because packages inevitably require changes in business
processes, the division must work even more closely with the agency’s functional
managers, who are responsible for making the systems work in practice and conceptu-
alizing future directions of development. ,

The biggest change the KPS has experienced has been the shift from being primari-
ly a “doing” function to acting as a more business-centered advisory and management
function. In large organizations, primary role of IT management is to (1) ensure that
line managers at all levels understand the potential of IT and make the most effective
use of IT resources in carrying out their strategies, and (2) provide advice and exper-
tise to ensure the effective implementation of business strategies and tactics. In other
words, I'T management works with line management to ensure that the business is
doing the right things with IT and is doing them right. This includes understanding
and interpreting technology trends; working with key line managers to help them
develop IT-enhanced strategies; educating and consulting with line management to
ensure that the strategic direction is carried out; taking responsibility for—or support-
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ing, at the very least—effective process innovation; developing relationships that per-
mit useful internal partnerships; managing suppliers to whom parts of IT have been
outsourced; and developing and managing IT human resources.

Network Process Redesign

The KPS quickly recognized that internal partnerships were not enough to operate
the EDI in the most efficient way. Network organization works to the extent that all
actors in the network have the same level of skills. For this reason, the KPS opened its
training courses to external partners such as enterprises.

There is intensive information sharing between the KPS and other actors. Agencies
and enterprises have access to the EDI at any time and participate in bidding, so long
as they satisty the bidding conditions established by the KPS. The EDI has the effect
of removing the traditional barrier to the KPS bureaucracy. Because the KPS is located
in the center of the EDI, buyers and sellers belong to the same network. The trans-
parency that the EDI has brought to the process of transactions makes every actor play
the bidding game without doubting bureaucrats’ corruption—the unsolvable problem
until the introduction of the GePS. This government-to-business network has
increased interactions between the public and the private.

About 37,000 public organizations belong to the GePS. They are potential or actual
buyers of merchandise, services, or construction that will provide business opportuni-
ties to companies. The Law of Procurement requires 4,755 state agencies, 6,434 local
governments, and 10,320 educational agencies to observe the KPS’s requirements for
procurements. Another 803 public corporations and other diverse organizations are
voluntarily involved in the EDI network, although the law does not require them to do.

Table 5. Number of Demanders

Clients Regulated by Law Voluntary Clients
Total State Local Educational | Investment
. Autonomous . L Others
Organizations .. Committees | Institutions
Entities
No. |33516 4,649 6,327 10,084 788 11,688
Percent | 100 13.8 18.8 30.1 24 349

Source: PPS (2003, p.12).

For companies that want to do business with the government, networking through
the EDI becomes even more important. Before the EDI was implemented, one of the
company manager’s jobs was to make friends with KPS staff members in order to
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obtain bidding information, as well as to get the bidding. This kind of lobbying was
considered typical corruption, but it was practically impossible to systematically pre-
vent it because of confidentiality. The EDI reduced the KPS’s discretionary power in
the procurement process so that businessmen and women no longer feel that it is nec-
essary to lobby in order to gain favor with the KPS. The transparency that the EDI has
brought has remarkably changed the relationship between the KPS and would-be bid-
ders from a hierarchical relationship to an equal one.

In order to participate in the bidding process, companies must accumulate business
credit history and register within the period that the law requires. The KPS can now
check a company’s credit history based on data from such diverse sources as banks,
business credit information companies, and the tax administration. Companies cannot
camouflage their credit histories any more. The number of registered companies
increased to 179,077 in 2004,

Table 6. Number of Registered Companies

Year ?/I(:tzf;i I\EZ::;igﬁs COI\l};tg;llilon Outsourcing | Foreign | Others | Total

2000 8,280 2,165 26,503 - 18 - 36,966
2001 15,146 2,040 54,141 - 28 - 71,355
2002 26,682 5487 64426 16,247 38 9,243 122,123
2003 48,815 5876 71,660 22,170 45 - 148,566
2004 66,869 6,623 76,972 27,566 47 - 178,077

The introduction of the GePS transformed the traditional structure of the public
procurement system into a network structure. There are three levels of networking in
the KPS: the interagency network, the public-private GePS network, and the supplier-
demander network

o Interagency network: The GePS is a networked system constructed with 53
external systems.

o Public-private network: In order to establish a customized service system,
the KPS reinforced public-private partnership in the procurement policy-mak-
ing process, as well as the implementing process. For example, the KPS has
gradually enlarged private-sector participation by launching various public-pri-
vate commissions for important decision making.

o Public agency-company network: Among the 37,000 public organizations
and 150,000 companies involved in the GePS, networking is strengthened by
the establishment of e-business.
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The rapid development of IT has resulted in a dramatic decrease in the cost of
communication and coordination. IT now enables transactions and communications
across geographically dispersed areas with great speed, as well as flexibility. Nobody
—except those committed to the corruption of the old system—is a loser in the trans-
parent network system. This is a win-win game. The workfiow of e-bidding is shown
in Figure 3.

Figure 3. Workflow of E-Bidding and Links with Other Systems
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CONCLUDING REMARKS: CUSTOMER SURVEY

The key people in the KPS —especially those working in the Division of Informa-
tion Planning—are important. They provide strategic and tactical direction and the
commitment to implementation that converts visions of new systems into improved
organizational processes. Thus, it is an imperative for IT personnel at all levels to
develop strong, ongoing partnerships with the key line managers in the organization.
Only through these relationships can the necessary communication be engendered to
ensure that both business and technology capabilities are integrated into effective solu-
tions. As a leading agency in government innovation in Korea, the KPS has conducted
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surveys of customer satisfaction. The results show that the GePS is a success story.
Table 7 shows the degree of customer satisfaction with the speed and ease of use of

the GePS 2

Table 7. Customer Survey Results (percent)

Year Merchandise Construction Works Difference of Opinion
(negative)
Positive | Negative | Positive | Negative | Merchandize | Construction
Speed of 2000 | 692 30.8 85.1 149 193 03
service delivery | 2002 | 885 115 949 5.1 ' ’
Basiness 2000 | 865 135 87.8 122 34 71
2002 | 899 10.1 94.9 5.1

Providing more innovative and higher-quality services is not enough in the field of
procurement. Because there have been so many scandals across the world, most gov-
ernments are focusing their efforts on fighting corruption in this field. Therefore,
enhancing transparency is the most important concern. The GePS provides informa-
tion in real time to anyone. This promotes fair competition and reduces direct contact
between business people and public officials, thereby significantly reducing the possi-
bility of corruption. Nobody can doubt the bidding results obtained by the GePS. The
survey of companies that had participated in the bidding process shows that 82.8% of
them was satisfied.

Table 8. Customer Satisfaction about Transparency of Bidding (percent)-

2003 2004 2005
Companies related to merchandise 702 78.6 77.6
Companies related to construction works 76.1 80.6 82.8

2. The survey was conducted by the KPS. Respondents were asked to choose their answer on
a four-point scale ranging from “strongly agree” to “strongly disagree.” The percentages in
the table were calculated by adding the responses “agree” and “disagree.”

3. The survey was conducted by the KPS. Respondents were asked to choose their answer on
a five-point scale ranging from “strongly agree” to “strongly disagree.” The percentages in
the table were calculated by adding the responses “agree” and “disagree” after excluding
“not decided.”
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NOTES

1. Davenport (1993, 51) predicts the potential impact of I'T on business process reengineer-

ing. He describes the strengths of IT as follows:

e Automational: eliminating human labor from a process

o Informational: capturing process information for the purpose of understanding
° Sequential: changing process sequence, or enabling parallelism.

e Tracking: closely monitoring process status and objects.

» Analytical: improving analysis of information and decision making

o Geographic: coordinating process across distances.

o Integrative: coordination between tasks and processes

o Intellectual: capturing and distributing intellectual assets.

= Disintermediating: eliminating intermediaries from a process.

2. The KPS transformed its organizational structure from the traditional direction-division
style to “team” style, in accordance with the government-wide reform trend in 2005. This
reform seems not to have brought the intended effect such as suppressing hierarchical cul-
ture.

3. See Seong and Lee (2003).
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