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INTRODUCTION

The US government is the biggest customer in the world. In 2007, state and local governments
purchased $1.74 trillion in goods and services, exceeding the federal government’s expenditure of $500 to
$600 billion. Fewer than 2% of registered companies in the US seek out government contracts. We can
take two important things from this – government spending represents a real opportunity for small
business and governments will continually look for and implement new ways to purchase new goods and
services.

Procurement is the term used for the process or act by which the government obtains the supplies and
services it needs. Doing business with the government is not as easy as selling products to other
businesses, but it is a process that can be learned. A business does not have to be big to sell products and
services to the government. Even very small companies can obtain a government contract. The most
important thing is the company’s ability to fulfill the obligations of its contract, not the number of
employees on its roster.

The goal of this publication is to provide the reader with some ideas, strategies and general information
to understand, utilize and grow a small business by accessing government procurement and to provide an
understanding of the opportunities available with customers at all levels of government.

Starting almost 20 years ago the federal government’s National Performance Review, along with the
“process improvement” movement at the state and local level, changed the role of the procurement
function. Among other things, procurement was expected to be more outcome-based and service-oriented,
with metrics to measure performance. Many government agencies began to evaluate procurement systems
to determine if they helped or hindered the functions of government itself. Specific questions were asked
to determine if there were ways to improve the system to perform better and faster. Additional efforts
looked to see if it was easier for vendors to supply needed services and commodities without an
abundance of paperwork and time-consuming processes that actually increased the costs of competing for
government business.

E-procurement has been the evolving answer to many of these questions and strategies for government
at all levels. From small changes like increased use of email for document distribution to the use of
procurement cards (basically credit cards) for payments to business, many of these changes have
simplified the process, reduced cost through efficiencies and reduced acquisition costs through increased
competition.

E-procurement, or electronic procurement, is a relatively new term in procurement and it is important
for small business to understand it. E-procurement breaks down into components: purchasing, spend data
collection and analysis, sourcing (that is, conducting the actual competition for a contract), vendor
invoicing, and vendor payment.

Many state and local jurisdictions are using one or more of these components to be more efficient in the
procurement process and to achieve best pricing through broader bidder pools. In Florida, for example,
e-procurement encompasses 95,000 vendors registered and by the end of 2007, the state was spending
$4.4 billion through it. See page 33 for more information about e-procurement.
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