Outline on the Italian Public Administration eMarketplace (MEPA)
Main characteristics of the MEPA
The Italian Public Administration eMarketplace (MEPA) is an eprocurement platform managed by Consip SpA (company 100% owned by the Ministry of economy and Finance-MEF) on behalf of the MEF. The MEPA is one of the several tools through which Consip implements the Program for the Rationalization of Public Spending on Goods and Services launched in the year 2000, by the MEF, with the aim of optimizing public spending.

The MEPA was introduced in the Italian public procurement system in 2003 (as a pilot project). It  is a virtual market in which any Public Administration (PA) can buy goods and services offered by suppliers, for purchases below the European threshold (ca. € 200.000). It is open to qualified suppliers (and goods) according to non restrictive selection criteria.

The entire process is digital, using digital signature in order to ensure legal compliancy and overall transparency of the process. It represents a dynamic and digital tool in which products and services are presented in e-catalogues according to standard formats. Into the MEPA  public buyers may search for, compare between and purchase the goods and services offered by the suppliers. It somehow works as a real market as you may find the same product sold by several suppliers at different prices, terms and conditions and there is no pre-negotiation on the part of Consip. Suppliers may decide the geographical area in which deliver their product/service (local, regional or national) and can optimize their selling strategy, at any time, by specifying different quality dimensions (e.g. delivery conditions, post-selling assistance, etc..) or by promoting in real-time new price conditions or new products. Vis à vis the traditional market, the dynamic dimension of the emarketplace strongly  enhances competition. The rules that suppliers must observe in order to enrol and sell in the MEPA are set in specific public notices published by Consip according to different product categories. The MEPA connects thousands of public bodies and suppliers distributed all over the Italian territory, both at a central and local level. It allows registered purchasing administrations to use 2 main purchasing tools: 

- Direct Order (DO): administrations buy directly from ecatalogues accepting price, terms and conditions offered by suppliers. They choose the product, look at the delivery conditions, fill in the order indicating the amounts they need, sign it digitally and send it to the supplier. At this stage the order represents a legally valid contract between the supplier and the buying administration.

- Request for Quotation (RfQ): this tool allows the PA to negotiate the price and service conditions by inviting a pool of qualified suppliers to make a customized quotation that responds to the needs expressed. Responding suppliers provide both a price quotation and the details of technical/quality improvements. This procedure is used to obtain more than one offer from various suppliers, stimulating strong competition and more favourable conditions than the ones offered in the e-catalogue (DO).

The role of Consip is to define qualification requirements and terms of conditions, as well as to monitor that transactions are performed according to the MEPA rules. Consip plays no role during the transaction phase.

By the end of 2008, more than 4000 public buyers and 3000 suppliers were active users of the MEPA performing more than 50.000 transactions for a global value of 172 million €.

In order to implement the MEPA, Consip adopted a step-by-step model, starting from a testing phase in 2003 involving a limited number (50) of PA and suppliers. Starting from 2004 the service was made available to the entire PA and Italian market involving a growing number of users. Several partners (suppliers’ associations and key public institutions) were involved in the project, since the beginning, in order to put in place a network able to locally support SMEs.

This scenario highlights the strategic role that the MEPA has acquired in the area of below-threshold public purchases and the investment (financial and human resources) that Consip – as the Italian central purchasing body - put in this initiative having acquired a specific expertise during the first 5 years of activity. 

The MEPA allows public bodies to use a free trading platform i.e., enter an “open market”, populated by many potential sellers. The digital signature ensures the legal enforcement of the purchasing procedures. 

The MEPA connects thousands of public bodies distributed all over the Italian territory, both at a central and local level, and a large set of qualified suppliers. 

Supply side

Qualification is open to all suppliers that fulfil economic/financial requirements and are compliant with the technical characteristics of product/services specified in the MEPA notices.

Purchases are supported by standardized ecatalogues that enable administrations to analyse the market and compare price and products. Vendors, can optimize their selling strategy, at any time, by specifying different quality dimensions (e.g. delivery conditions, post-selling assistance, etc..) or by promoting in real-time new price conditions or new products. Vis à vis the traditional market, the dynamic dimension of the emarketplace strongly  enhances competition.
Suppliers may choose the geographical coverage of their supply (local, regional, national, etc.) according to their capacity and business strategy.

Buy side
The MEPA allows registered purchasing administrations to use 2 main purchasing tools: 

- Direct Order (DO): administrations buy directly from ecatalogues accepting price, terms and conditions offered by suppliers. They just have to choose the product, take a look at the delivery conditions, fill in the order indicating the amounts it needs and the delivery address, sign it digitally and send it to the supplier using the system. At this stage the order represents a legally valid contract between the supplier and the buying administration. In fact, any price or purchasing condition displayed in the catalogue produces legal effects whenever a public administration issues an order. 
- Request for Quotation (RfQ): this tool allows administrations to negotiate the price and service conditions it requires. In this case the public administration invites a pool of qualified suppliers to make a customized quotation that responds to the needs expressed. Responding suppliers provide both a price quotation and the details of technical/quality improvements, when required in the RfQ, within the indicated deadline.

The availability of two different purchasing tools somehow responds, on the one hand, to the need of the public administration of deciding each time which tool better responds to its needs and purchasing strategy and, on the other, allows the supplier to decide its commercial strategy (competitive prices on the catalogue or reply to a RfQ) and selling area. 
The MEPA: a new approach to public procurement 

Innovation
The MEPA is the first electronic marketplace in Europe  using digital signature and offering two different purchasing tools (direct order and RfQ). In 2002, before its introduction, PAs
 were using slow bureaucratic procedures, not entirely transparent and not encouraging a competitive and open market. MEPA introduces many innovations both for the supplier market and for the demand side.
Some of the  major innovation effects are: 

· the opportunity for purchasing administrations to use simple electronic procedures without renouncing to the benefits of competition;

· opening the market to new local and non-local suppliers, especially for small and medium sized enterprises (SMEs
), which represent 97% of qualified firms;

· introduction of advanced purchase management in the public sector. PAs have changed their “procurement habits” and adopted changes in the organization and in the procurement performance. 
· transaction/process cost saving. This aspect is linked to the following main elements:

· speeding the purchasing process (DO);

· simplicity in activating competitive procedures (RfQ);
· quicker and easier supplier market analysis
· quicker and easier comparison between the bids
· no need to check the supplier’s eligibility requirements (as already done by Consip)

· strong time and communication costs reduction for the public buyer when interacting with the supplier market

· no need to spend time in defining the technical characteristics and supply conditions (as already identified, at a general level, by Consip)
· speeding the selling process for suppliers (e.g. Through quick electronic submission of quotations).
Process time and cost saving is also demonstrated in the paper “Public Healthcare: Changes Introduced When Implementing eProcurement”, by the University of Tuscia and the Local Healthcare Agency (LHA) of Viterbo aimed at quantifying the potential savings deriving from the use of eprocurement and at benchmarking the traditional procurement procedure with the electronic one. By comparing a traditional negotiated procedure with a RfQ on the MEPA, the study showed a 32% average saving in the number of tasks to be carried out, a 58% elapsed time saving and a 31% effort saving when performing a RfQ.
The paper quotes “….the results of the study suggest that implementing eprocurement in a peculiar structure like a public Healthcare Agency can introduce significant changes in the purchasing phase and in invoice processing, regarding organizational dimensions and performance measures…” (see attached complete paper).

Indeed, according to the public user, time saving and easier access to the market supply seem to be more important than the sole cost saving objective (see attached reference letter 2).
Particular attention should be also devoted to the advantage – for the supplier side - of not having to present any kind of paper documentation, thus completely avoiding the risk of being excluded from the tender due to missing documentation, delays, non-respected deadlines and any other bureaucratic and formal aspect (see reference letter 1).
Furthermore, time saving and cost saving obtained by making an online presentation of a bid will allow the supplier to make a more competitive offer. SMEs have no longer to bear the marketing costs for the promotion of their products or the travel costs to handle their usual and necessary meetings with public procurement officials. These actions are now made online in a transparent way and enable the SMEs to dedicate more time to the presentation of the “best bid”, to be more competitive and to broaden their business with no extra cost.
On the demand side, as said before, the MEPA has stimulated great changes within the public organizations using it.
Purchasing officials have become more acquainted with the use of electronic tools. They have learned a “new job”! The time saved for not having to write the tender documentation and to make the market analysis can be used in more added value activities and to improve some phases of the procurement process such as the needs identification, control of the spending and supply monitoring.
Transparency 

Purchasing conditions, such as prices and quality dimensions, are disclosed in the MEPA ecatalogues and thus publicly observable by all registered users (suppliers and administrations). Transparency, in terms of supplier qualification rules and processes, allows administrations to easily compare suppliers’ offers. The functionalities of the platform are such that comparisons can be made also conditional to several specific dimensions (e.g. the geographical area or category of supply).

Registered users can help the system being “transparent” by signalling to Consip many misbehaviour.

The high level of transparency achieved on the MEPA cannot be compared with any other traditional purchasing procedure and represents one of the major advantageous introduced by this tool.

Traceability of information 

All transactions are digitally filed and stored. Data and information enable Consip and/or other competent bodies to control each single purchasing procedure, to detect possible misuse or abuse, as well as to monitor public spending trend in the MEPA. 

The availability of standardized and transparent procedures on the MEPA reduces the risk of “discretionary decisions” taken by the public buyer when assessing the offers/bids received.
This is a very important and innovative aspect if you consider that before the introduction of the MEPA purchases below the EU threshold were handled in a very customized way by each purchasing office or administration. There existed no common rule, no common behaviour (even within the same office).
Network effect

The exponential growth of volumes involved in the MEPA contributes the strengthening of the “network effects” necessary for any two-sided platform to consolidate. Indeed, increasing volumes attract new suppliers and stimulate incumbents to improve/extend the capacity/supply, introduce new products, make the supplies economically more attractive, thus in turn stimulating administrations to purchase more and/or new administrations to enter the emarketplace. The virtuous circle with “more suppliers-more buyers” may further increase volumes in the mid and long term.
In this context, in order to develop the MEPA, Consip adopted a step-by-step model, starting from a testing phase in 2003 involving a limited number (50) of PAs and suppliers. In 2004 the service was made available to the entire PA and Italian market involving a growing number of users. At the same time Consip’s organization evolved in order to respond to the user’s needs in terms of information, training and technical assistance.

Several partners (suppliers’ associations and key public institutions) were involved in the project, since the beginning, in order to put in place a network able to locally support SMEs.

Considering the innovative nature of the project, the approach chosen allowed to reach some significant results already  in 2007.
One major challenge for the MEPA was overcoming potential cultural and technical barriers associated to the consolidated practices of public purchases. The challenge was faced by providing support at all levels – account manager, call centre, training, free digital signature, communication events, in addition to the personal direct interaction between experts from Consip and public buyers or suppliers.
Among the actions carried out: 

Setting up of “Training Desks” (supply side) 

In 2004 the “Sportelli in Rete” initiative was launched to promote the MEPA, in collaboration with suppliers’ associations. The initiative was mainly driven to onboard SMEs, by the ad-hoc “training desks” for each category of supply.

Training desks were fundamental to “spread” the MEPA throughout the Italian territory. 

In December 2008 the number of activated desks achieved 135. They represent a very efficient and effective public-private partnership. Consip, in fact, trains employees from the desks that, in turn, will train the local SMEs of the region, in a training to trainers approach. Consip is investing in its know-how on the use of ICT tools while the desks invest in their knowledge of the local market needs and potentialities and in the fact of being considered trustful and accountable by local SMEs.
Strengthening partnerships with other Central procurement bodies (demand side)
Demand-side on-boarding activities are carried out by strengthening the institutional relationships with Regions and Regional Procurement Agencies.

Such policies allow both to increase the number of potential buyers in the MEPA as well as avoiding potential proliferation of regional level platforms that may be harmful for the whole system. Specific Agreements with Regions allowed creating synergies, facilitating access of SMEs, and exploiting an additional channel to promote the MEPA at a local level.

Obstacles to overcome and actions put in place
Full benefits from using the MEPA will be perceived by the users in the mid and long term. Short term benefits of simpler procedure will be accompanied by more substantial benefits of overall lower transaction costs. The effective level of long term benefits is linked to how intensively buyers will use the MEPA, which in turn depends on cultural elements and consolidated practices. 

One major obstacle to full exploitation of MEPA-related benefits is the resistance to change and to the adoption of new technologies. 
Among the critical factors, it is important to underline the fact that, apart from the technological obstacles, there existed other typical problems strictly connected to the complex change management program that was taking place within the PA.  More specifically:

· the absence of a public eProcurement strategic vision clearly and effectively communicated;

· the absence of both an adequate level of training and recognition of new professional qualifications among civil servants (e.g., the e-buyer); 

· the absence of a monitoring and assessment activity, as well as of a rewarding system for PAs and managers making use of these tools; 

· the existence of a digital divide not only as a concept, but also as a real technological barrier;

· the fact that eProcurement platforms may not be stable and are may not be user friendly;

· the fact that the supply side was resistant to joining in, especially at the local level, fearing greater competition.
As a general approach to overcome the above listed obstacles, Consip put in place a comprehensive action plan containing training, communication and support activities devoted both to suppliers and PAs. Other specific actions consisted in:

-
continuous platform development and implementation with the goal of making the process more user friendly and more respondent to the needs of the users;

-
legal amendments in order to increase the use of eprocurement tools by PAs and suppliers (such as mandatory usage of MEPA for central administrations);

-
strong cooperation with suppliers' associations through the opening of training and support desks, scattered all over the country, offering free assistance to SMEs in the use of MEPA and other e-procurement tools

-
introduction of a yearly national award (“MEPA Award”) to reward suppliers and PAs that distinguished their selves through the innovative use of the MEPA. The main goal of the award is to raise and promote the image of the public buyer (e-buyer) and small innovative enterprise (e-seller) and to provide examples of best practices in the public eprocurement sector.

In addition, other new actions are envisaged, such as:
· extending the phases of the purchasing process supported by the MEPA, e.g. to payment (by credit card), invoicing, integration with local accounting systems;

· introducing tools to cope with public payment delays;
· developing a similar catalogue-based approach at an international level in the frame of cross boarder public procurement projects.
Lessons learnt
One of the major results achieved is represented by a stronger attitude of the PA in the use of digital tools (thus reducing the digital divide that affected the Italian PA). At the same time the Italian supplier market too was stimulated in the use of digital tools when making businesses with the PA, thus becoming even more competitive at an international level. 

The use of eprocurement and digital tools both by PA and suppliers has increased transparency and traceability in public procurement. The new scenario, in which the relationship between buyers and sellers has become entirely digital, had a great echo on the Italian media (press, internet, workshops….), creating more awareness among all stakeholders involved (media, citizens, institutions, buyers and suppliers).

Such an awareness has lead to a general greater level of accountability not only towards the e-procurement system itself,  but towards the everyday practices of the Italian public administration, thus increasing trust in the practices of the  Italian Government.

Indeed, the relationship between trust and good governance is circular: trust foments good governance and good governance, in turn, engenders trust.

The main lessons learned after 5 years of experience may be summarized in:

-
the need for a strong commitment from the Government who has to be the first stakeholder to believe in the usefulness of the initiative and adopt, if needed, the necessary measures to support it;
-
an appropriate legal framework providing clear guidance to all stakeholders;
-
to carry out intensive communication and training activities aiming at transferring the benefits of the initiative and the total availability in providing support to users in any kind of problem or difficulty incurred;
-
to establish a transparent and collaborative partnership/relationship with the major stakeholders, particularly with  public buyers and SMEs; 

-
to be able to provide a continuous and reliable service (no gaps due to discontinuity!) during the entire life-cycle of the project;
- it takes time, it is not a brief term project;
- to involve existing local groups, but without expecting immediate approval;
- to broaden involvement of the major stakeholders since the beginning of the project;

- to ensure the project is co-owned and that each single player feels its role as  fundamental and strategic.

Indeed, the introduction of a revolutionary way of handling the procurement process would have been accepted only if the benefits were immediately perceived. So the sharing of as much information as possible on the positive effects of e-procurement represented and still represents one of our major areas of activity.

To conclude, benefits from e-procurement are considerable in the presence of a clear strategy and commitment, of intensive training and change management actions towards the users and of a suitable communication activity vis à vis the supplier market. 

International visibility
At an international level the MEPA is well known, especially in Europe, as it  represents a unique experience. No other European country has such a platform, apart from a similar system in the UK. 
By setting up and handling the MEPA, Italy has acquired a highly skilled experience and expertise in the eCatalogue. This is one of the reasons why experts from Consip play a crucial role in several technical working groups on electronic public procurement such as the ePWG  (EU DG Internal Market) and the IDABC (EU DG Informatics).
Equally important is the role played in the Peppol Project (Pan European  Public Procurement On Line), a EU project started in 2008 with the goal of setting up a European interoperable framework for eprocurement by 2011. Peppol is articulated into work packages (eInvoicing, eCatalogue, eSignature, virtual company dossier….) and Italy (Consip) is leading work package 3 on the eCatalogue.
Moreover, in June 2008, the European Commission drafted a Code on the “Best  practices  facilitating access by SMEs to public procurement contracts”, a European study about the difficulties that SMEs encounter in accessing public procurement. According to the Code what is most needed in order to facilitate their access is not legislative changes in the Public Procurement law, but rather a change in the contracting authorities' procurement strategies. 

In this context, SMEs have reported several difficulties such as excessive administrative burden; too large size of the contracts; too little time to prepare the tenders and tender documents not always understandable; high costs for preparing the tenders (since many costs are fixed, SMEs face disproportionately high costs in comparison with larger enterprises); long payment delays by contracting authorities etc... This leads to the conclusion that a more SME-friendly approach to public procurement needs to be developed.  

In the Code’s section dedicated to  member states’ best practices to ensure SMEs  access to  relevant information  and training, Italy and Consip are quoted with the “Sportelli in Rete” project, the  training desks that Consip opened at the local SMEs associations headquarters delivering free support to enterprises in order to increase their participation in award procedures and to improve their familiarity with eprocurement tools, especially the emarketplace (see dedicated paragraph on “Training Desks”). 
Furthermore, in 2007 the MEPA has also been taken into account in the frame of a “case study” on Consip by the Harvard Kennedy School of Government (see attached case study abstract).
In the frame of the activities implemented by the EU in the field of eprocurement the i2010 egovernment action plan fixes specific goals to be achieved by member states by the year 2010. More precisely, member states should be capable of carrying out 100% of their procurement electronically and of managing at least 50% of their purchases electronically.
Indeed, the MEPA has already allowed Italy to achieve the goal of enabling all PAs to digitally perform their purchases below the EU threshold!
SMEs in the European Union 
Source: EUROSTAT Statistic in Focus, n. 31/2008. On data EU-27 (2005).
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SMEs in the European Union 
Source: EUROSTAT Statistic in Focus, n. 31/2008. On data EU-27 (2005).
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MEPA: Distribution of items and ecatalogues by product categories
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MEPA value of purchases: number and value of transactions, number of buyers

The results achieved are unexpected: from the beginning of the project up to 31st December 2008, 11.706 transactions took place on the MEPA for a corresponding value of purchases of 332,2 million euros.
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Picture 1 -  Trend in the value of purchases and number of active buyers
 in 2007 and 2008
The following picture shows a yearly growth of the average number of suppliers invited by buyers to answer to a RfQ 
In traditional paper procedures the suppliers invited were 3 to 5.
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MEPA: value of purchases by product category
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Qualified suppliers 

In 2008  2.724 enterprises were qualified on the MEPA. Some of them qualified to more than one product category. They totally published 3.692 catalogues

89% of qualified firms are micro enterprises. 
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In 2008, 60% of qualified suppliers made business on the MEPA.
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� PAs: Public Administrations


� SMEs: Small and Medium Sized Enterprises


� buyers: public officials registered to the MePA and authorized to digitally sign the purchasing orders


� active buyer: public official registered to the MePA and authorized to digitally sign the purchasing orders, who  has issued at least one order per  year





