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Introduction

© Concept of Public Procurement

\_

Public Procurement

Public Service

C

Government Contract

)

Product

Service Construction Stockpiling

Private Companies

/

Government procurement or Public
Procurement is the procurement of goods,
services and works on behalf of a public

authority, such as a government agency
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Chronology of Public Procurement in Korea

1949 ~ 195(Qs Utilization of aid materials received from overseas countries

norminal GDP
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Using the proceeds from the sale of aid materials to finance government
budgets, thus establishing a foundation for national reconstruction



Chronology of Public Procurement in Korea

1960 ~ 1970s Implement the country's economic development plan

Five-year economic development plan(1962~1971) X Establishment of PPS(1961)
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Chronology of Public Procurement in Korea RIP i

1980 ~ 19905 Decentralization and Internationalization

X Establishment of SBA (1996)
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2000~2010s (Pa rt I ) Open the electronic procurement system
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Vietnam (2010), Costa rica (2010), Mongolia(2012),

X Establishment of KIP (2005)
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Change of Contract frequency through KONEPS

Tunisia(2013), Cameroon(2014), Rwanda(2016), Jordan(2017)
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2000~2010s (Part II)

Chronology of Public Procurement in Korea

procurement purchasing power

J# ® ™\ KoreaInstitute
NIl of Procurement

Activation of policy support through the leverage of

NO Law Title Gov. Body
1 | ACT ON CONTRACTS TO WHICH A LOCAL GOVERNMENT IS A PARTY M'”'Szﬁgggfe :;te”or
Contract Law
2 | ACT ON CONTRACTS TO WHICH THE STATE IS A PARTY
Ministry of Economy and
Finance,
3 | GOVERNMENT PROCUREMENT ACT
Public Procurement
Service
4 |ELECTRONIC PROCUREMENT UTILIZATION AND PROMOTION ACT E-procurement Law
5 | ACT ON FACILITATION OF PURCHASE OF SMALL AND MEDIUM ENTERPRISE-MANUFACT Ministry of SMEs and
URED PRODUCTS AND SUPPORT FOR DEVELOPMENT OF THEIR MARKETS Startups
. : Ministry of
6 | ACT ON THE PROMOTION OF PURCHASE OF GREEN PRODUCTS Using Gov. buying

power Law

Environment

SPECIAL ACT ON THE PREFERENTIAL PURCHASE OF PRODUCTS
MANUFACTURED BY PERSONS WITH SEVERE DISABILITIES

Ministry of Health and
Welfare

Green product priority buying(2005), Inter-SME Competition System(2007),
Set-aside for Disabled person’s company(2013)
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Chronology of Public Procurement in Korea ATF or Procurement

2020s ~ Present Expansion of public procurement as a government policy and
strengthening of strategic approaches

K—OUARANTINE PROGRAM REGISTRATION

KEKICH LIZFSES A

AE9l

Kibuhnnutlns

OHLINE PROCUREMENT EXPO

Nove 9*"(Mon) = I5%Frl), 2020

Covid19 Public Procurement for Innovation Next Generation KONEPS



Appendix

# 1 I, Korea Institute
The role of public procurement in stabilizing mask supply KiF men

of Procurement

Background of Stockpiling Face Mask

Mandating 50% of all mask production for public release by PPS buying
— Using a Stockpile system of PPS

Price increase of face mask

Price decrease of face mask
$3.73
§25 i $3.52
Mask supplier +306%
-o- A
$2
-o- B $2.62
2.30
o C : $2.14 47 05 o
: ~- D $2.20\ ' $1.79 $1.75
$1 O O O
$1.49 $1.44 $141 $1.40 $1.42 $1.41 $1.40 $1.4m
$0.8
2/27 3/26 4/23 5/25 6/4 6/11 6/18 6/25 7/2
$04 - +149% Month/Date
: Public Public Public
mask(@0%) > mask(eow) ¢ mask0%)
2020. 1.27 1.28

1.29 1.30

Source : http://m.dongascience.donga.com/ Source : Ministry of Food and Drug Safety Medical World News, 2020.8.11
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Organization

HQ

7 Bureaus, 1 Task Office,
36 Divisions, 8 Teams

Affiliated Organizations

2 Offices, 11 Municipal Offices,
36 Divisions, 3 Teams, 1 Center

Total Personnel

1,118
(573 in HQ / 545 in the affiliated)

Director for Audit and Inspection

Next-Generation KONEPS
Office

General Planning Team

System Development Team

System Integration Team

Procurement Service
Bureau

Administrator

Central Procurement Systems(PPS's work)

Vice Administrator

Director General for

P ing and Coordi

Planning and Finance Division

Organization and Management
Innovation Division

Regulatory Reform and Legal
Affairs Division

International Cooperation Division

Procurement Accounting Team

Procurement Litigation Team

Director General for New

Procurement Management Division

Defense General Supplies
Procurement Division

Construction Procurement Division

Electrical and Electronics
Procurement Division

Healthcare Procurement Division

h Procurement
Planning

New Growth Procurement Planning
Division

New Growth Market Support
Division

Advanced Convergence Product
Procurement Division

Procurement Field Innovation
Division

General Affairs Division

Fair Procurement Bureau

Fair Procurement Management
Division

Procurement Price Management
Division

Fair Evaluation Management Team
E-Procurement Planning Division
E-Procurement Management
Division

Supplier Registration Team

Technologies and Services
Bureau

Technology and Service
Procurement Management Division

ICT Contract Division

Excellent Product Procurement
Division

Service Contract Division

Construction Engineering Contract
Division

J# ® ™\ KoreaInstitute
N\ I o Procurement

Construction Works Bureau

Construction Business
Management Division

Construction Cost Management
Division

Civil and Environmental
Engineering Division

Buildings and Facilities Division

Construction Project Planning
Division

Design and Budget Review Division

Construction Supervision Division

Public Housing Works Contract
Team

International Procurement
and National Property
Bureau

Strategic Stockpile Division

Foreign Equipment Procurement
Division

Government Goods Management
Division

National Property Planning
Division

National Property Management
Division

14



Procurement
Coverage

Central procurement agency of the Korean government

Procures goods, services and public works for all public entities

Establishes government-wide framework contracts for frequently
purchased commercial products

~ *PPS'’s total procurement in 2021

Use of PPS’s procurement services

Local govt. & public enterprises

was USD 38.5 billion PP5

(28%)

ion



h Central Procurement Systems(PPS's work) Ki

| V ptl)(forealnstitut(:
Centralized Procurement
g PR (mandatory) ’ \
Central Supplier
Govt. PPS
\ KONEPS , \
- i
e-GP System Supplier
Local Govt -
: PR (optional
2 Public (op ) J operated by PPS r 1
Enterprises ;
. P Supplier

Decentralized Procurement

@ Centralized procurement through PPS (2021) : USD 38.5B
- 28% of Korea’s public procurement (136 B)

@ Transaction via KONEPS : USD 88.9 B (65%) of Korea’s public procurement

s However, 100% of tender notices are published through KONEPS
(Several public organization still utilize their own electronic procurement systems)



Single window for public procurement

Q-
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e-Bidding

Tender Notice
Price Assessment
Evaluation / Analysis

>

KONEPS

Korea ON-Line
E-Procurement System

g ’ Online
/" Shopping Mall

Vv Contract vel‘\\icle(MAS)

More opportuniti\éﬁ = Product Registration
for SMEs .. = E-catalogue
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Central Procurement Systems(PPS's work)

ool
N

e-Contracting

Contract Registration
Composition and
Sealing of Contracts
Contract Review

e-Ordering N
\
\\‘
]
1
1
/4
. II
= Online Order /

= Online Proposal Submission
’

e

e-Payment

J# ® ™\ KoreaInstitute
NIl of Procurement

All bids required to be published on KONEPS
Bidders can participate in all public biddings
after one-time registration

= E-payment

= Expenditure
Management

* Fee management




Korea Institute

Central Procurement Systems(PPS's work) KIP oem

m KONEPS Shopping Mall and MAS(Multiple Award Schedule)

» Provides an efficient contract method for companies that supply products that are equivalent
or similar in quality, performance, efficiency, etc.

- Provide opportunities for multiple suppliers to supply, rather than the existing method of
selecting one successful bidder with the lowest price

Bidding contract - MAs

Pre-Award

Competition Tl o
[ ] ~

.87 uu T EzEY
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Central Procurement Systems(PPS's work) I or Procurement
https://www.g2b.go.kr/
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Korea ON-Line E-Procurement System
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v Online Shopping Mall

Central Procurement Systems(PPS's work)
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v e-Ordering
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Central Procurement Systems(PPS's work)
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system (Online platform for proposal evaluating and writing RFP)
I Definition

v An online system for the entire procurement process, from proposal request

g\ omwwnian O and proposal to evaluation.

E& suwrne
e g

e

@
R || [y g g

I Features and Benefits
s || o mSPLIstAm ) )
& v (Online Proposal Submission) Proposals and other materials submitted by
—— suppliers online (no need to visit)
* ) [omm | om v (Online evaluation site) For proposal evaluation, evaluators and suppliers

can participate online without the need to travel to the evaluation site

v (Convenience features) Al-based RFP writing and diagnostic tools,
electronic document linkage, and proposal tables provide convenience for
suppliers and evaluation committee members

I Achievements

* RFP writing costs, evaluation fees, travel expenses, proposal printing, etc.
v Expanding online evaluations to increase available evaluators and their
expertise

v"Reduced procurement and order costs* by creating an online evaluation culture

v Improved productivity by providing Al-based RFP writing and diagnosis tools




Vel i e [i'@ Other Application for Innovation in KONEPS KIP oo

@D Inno-KONEPS

UV sterilization
stopper

Fixed station-
based unmanned
operation system
for drones

Chest X-ray
medical image
reading assistant
solution

@ Venture Mall

473 firms
24

| Registered Firms |

3,496 products

()
(@)

| Registered Products |

143.1B krw
103M usp

| Transaction Velume |

3 Digital Service Mall

I Definition

v A shopping mall built to conveniently
purchase related products in one
place to introduce new IT
technologies such as cloud, artificial
intelligence, and commercial SW to
the public market and expand their
demand.

Sales performance
1.97T KRW
1.4B USD

Registered products
5,800




——

. Present leading

licies in the.field*of
Public Procurément

(M
M1
oI

J# ® ™\ KoreaInstitute
A\ 1™ Procurement

Contents

. Introduction
ll. Chronology of Public Procurement
lll. Central Procurement Systems(PPS’s work)

IV. Strategic Public Procurement



Korea Institute

. . s
Strategic Public Procurement AT orFrocurement

© Main Purpose and Strategic Utilization of Public Market

o
o
.
o
.
o
o
Rl
Py
.
.
.
o
.
o

Input Process .. . Output

Tax B Budget > a%%qggg% b Public Service p C%iuzzlrlwt‘)é (I)|11:: e

“National
Development”
Support SMEs JSustainabIe growth l Social Disabled

" S . ,, gl Economic Effect
i "Secondary objectives of Public Procurement

S— » How can we use the public buying power

= Strategic Approach of the public procurement policy
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Strategic Public Procurement ~

of Procurement

< Volume of Public Market in Korea> ($, billion)

1555 1,616
nominal GDP($, billion) 1301 1,372 1,419 1,438 1,451
1,239 ’
1,121 1168

320

55 265 280

Gov.
spending 102
Volume of Public

Procurement

Green product
HEE Disabled company

Advanced Technology
I \Women's company
B Small-Medium company

1.5
1.1 1.3
0.7 0.8 P& -
4.5 = 68
63
58 58

2013 2014 2015 2016 2017 PAONES 2019 2021 2022




Strategic Public Procurement

m Present Act related to Public Procurement

NO Law Title Gov. Body
1 | ACT ON CONTRACTS TO WHICH A LOCAL GOVERNMENT IS A PARTY M'”'Sgé’g;‘% t';‘ter'or
Contract Law
2 | ACT ON CONTRACTS TO WHICH THE STATE IS A PARTY
Ministry of Economy and
Finance,
3 | GOVERNMENT PROCUREMENT ACT Central Gov.
Procurement Law Public Procurement
Service
4 | ELECTRONIC PROCUREMENT UTILIZATION AND PROMOTION ACT E-procurement Law
5 | ACT ON FACILITATION OF PURCHASE OF SMALL AND MEDIUM ENTERPRISE-MANUFACT Ministry of SMEs and
URED PRODUCTS AND SUPPORT FOR DEVELOPMENT OF THEIR MARKETS Startups
6 | ACT ON THE PROMOTION OF PURCHASE OF GREEN PRODUCTS Ministry of Environment

Using Gov. buying

power Law

SPECIAL ACT ON THE PREFERENTIAL PURCHASE OF PRODUCTS
MANUFACTURED BY PERSONS WITH SEVERE DISABILITIES

Ministry of Health and
Welfare




m Who's in charge of each Act?

Strategic Public Procurement

Prime

I Office for Government Policy Coordination I—(])—I

Ministry of Patriots and Veterans Affairs

. Eonnel Managerment
Operation Part %
ernment Legislation

Ministry of Food and Drug Safety

National Korea | Ministry of Economy _|
Tax Service || Customs and Finance
'_F' " Service
LDFC - Bk s
Procurement |l Statistics Ministry of Education
Service 1’ Korea
Ministry of Science
and ICT
Ministry of Foreign
Affairs
Supreme Prosecutors
Office Republic of Korea
Ministry of Unification ——

Defense Acquisition
P'n:l ram Administration

MI|I1:ar]" Manpower
Administration

Ministry of Justice

Ministry of Mational
Defense

Korean Mational
Police Agency

Ministry of the

Mational Fire Agency

Interior and Safety

Ministry of COlture,

Cultural Heritage
Administration

_r Sparts and Taurism

Minister

Prime Minister's Secretariat

Korea Fair Trade Commission

Ministry of Agriculture,
Food and Rural Affairs

| Ministry of Trade,
Industry and Energy

st Ministry af
Enviranment

Ministry of
Employment and Labor

Ministry of Health | Korean Intelle-l_:tual
and Welfare

Financial Seryices _
# - Promotion Part

Anti-corruption and Civil

Muclear Safety and Security Commission

Rural Development
Administration

Korea Forest Service

Property Office

Korea Disease
Control and
Prevention Agency

Korea

Ministry of Gender
Equality and Farmily

Ministry of Land,
—  Infrastructure and
Transpart

Ministry n-f G:eans

Ministry of SMEs
and Startups

<Korea Government Organization>

Meteorological
Administration

Mational Agency for
Administrative City
Construction

Saemangeum
Development and
Investment Agency

Korea Coast Guard

27
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In order to avoid market erosion by Large companies, providing competition opportunities
only for SMEs in the public procurement

[Inter-SME Competition System]

Ministry of SMEs
and Startups

Korea Federation
of SMEs

» Designating and recommending target products

» Verifying the qualification of SMEs

Limited competition

n

Buyer
Only SMEs Participate (Public Agency)

y N

SMEs

Korea Institute

Strategic Public Procurement KiP S rocumen



* Inter-SME Competition Products

L’ @ 160 products

Korea Institute

| V 4
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Strategic Public Procurement ATF of Procurement

for inter-SME competition announced

by the SME Director

Designated goods and services

(Market Support Act)

Target: Exclude major companies, ON

v
@ Direct purchase of construction materials

L » Sealed bidding: @ Contract execution capability evaluation

and other bidding methods (Act on National Contracts)

LY SMEs,

Associations

— () Conditions for Qualification

3 Check direct production

= Thus, Inter-SME Competition is

Competition (limited competition) among SMEs on designated products and deciding
bidder through contract execution capability evaluation
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Strategic Public Procurement KPR i Frocuremen

m Case of promoting purchase of specific products — Priority Purchasing
[Operation Mechanism of Priority Purchasing System]

[Government Policy]
Regulations and Evaluation of Public parties

Purchase Goal

Restricted competition

Of
[Buyer] Single Contract [Suppliers]
Government office Companies
Public company (especially small-medium companies)

Local Government, etc..
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Strategic Public Procurement ATF of Procurement

m Priority purchasing and purchase target ratio

@ SMEs Product Target Ratio System

— 50% of the “Total Amount of Product Purchase” that is purchased by the public
institution shall be purchased from products of SMEs

@ SMEs Technical Development Product Purchase Target Ratio System

— 15% of “Goods among SMEs products” shall be purchased as SMEs technical
development products

<Technical Development Product Purchase
Target Ratio System>

B \ 2
- ----- 4+ More than 15% off goods
Goods

Construction

<SME Product Purchase Target Ratio System>

More than 50%
of SMEs product

Foreign products
of major companies

Service



Thank you

e-mail : global@kip.re.kr
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