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CHAPTER - 6  
 RECOMMENDATIONS and CONCLUSIONS 
 
 
6.1 Recommendations 
 
 
The research presents three strong recommendations 
 

6.1.1 Implementation of electronic procurement within Sri Lanka Railways  
 

 The research has proved that implementation of electronic procurement within Sri 

Lanka Railways (SLR) will solve the existing problems of the railway 

procurements thereby benefiting the railway passengers. The reasons for arriving at 

this conclusion has been explained in sections 5.1 and 5.2.  

 Furthermore, the following implementation procedure is recommended.  
  

a. The phased implementation of e-Tendering: 
 

  The Asian Development Bank Report (2004) divides the e-procurement 

implementation into four stages, the first being ‘publishing’(please refer 

section 2.5). SLR has already implemented this stage.  
 

Technology, including the security infrastructure and the required law 

enforcements are available for SLR, to go ahead with implementing the 

‘Interaction’ and ‘Transaction’ stages. 
 

Furthermore, Asian Development Bank Report (2004), recommends to 

implement government e-procurement in two phases, e-Tendering and e-

Purchasing. 
 

The Government Tender Guideline is required to be amended to make e-

Purchasing possible. It also requires both procuring organisation and 

vendors to be ready with e-Catalogues. The Asian Development Bank         

Report (2004), recommends implementing e-Tendering first. AASL and 

SLT have implemented e-Tendering and have received substantial benefits. 
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AASL has implemented e-Tendering only for Limited Tendering 

(Restricted Bidding) and the tender evaluation too is done with the support 

of the system. SLT has implemented e-Tendering fully only for Limited 

Tendering and  only the document downloading is facilitated for Open 

Tendering. Indian Railway first implemented e-Tendering in 2005 and 

moved onto e-Purchasing in 2007.  
 

  Therefore implementing e-Tendering will benefit SLR and will enable it to 

solve the current problems such as procurement delays.  
   
Sri Lanka Railway purchases the majority of the items (these are the critical 

items too) through Restricted Bidding. Therefore, it is recommended to 

implement this phase (e-Tendering) too, in two stages. This means, SLR 

should first implement e-Limited Tendering and with the successful 

implementation of that stage,  to implement e-Open Tendering. Also it is 

recommended to implement e-Limited Tendering fully, from Supplier 

Registration to Supplier Payment. 
 

b. Implementation of Inventory Management and Forecasting Solution for  

 Railway Stores : 
 

 It was identified by this research that SLR is lagging behind in 

 identifying the annual requirements. The user departments tend to order 

 more, due to the long lead times that they experience. On the other hand 

 some critically important items can get dropped, from the list of annual  

 requirements.  Furthermore, the research revealed that duplications exist 

 in stored items.  
  

 Therefore, the material requirement planning has to be improved to make 

 both procurement and inventory systems of SLR, efficient and effective. 

 Hence, it is recommended to implement an Inventory Management System 

 along with the electronic procurement system. However, the electronic 

 procurement system should be given priority because it addresses many of 

 the current problems. 
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 Railway Stores holds 65,000 items worth of  5000 million Rupees. The  

 implementation of Inventory Management System brings immense 

 financial viability to the projects through cost saving, which can be 

 achieved through proper Inventory Management. 
 

6.1.2. Implementing Procurement Management reforms / improvements 
  

The research revealed the problems of delays in receiving Technical Evaluation 

Reports, difficulties in identifying requirements, non-classification of critical 

items, Lack of supplier relationships, lack of procurement related skill etc. 

Therefore, the following procurement and inventory management reforms, which 

should go along with e-procurement implementation, but which can be 

implemented prior to implementation of e-procurement are recommended. 
 

a. Classification of Items and selection of procurement strategies : 
 

  SLR’s operation is critical for the economy of the country. In order to 

 achieve safety, reliability and the service level of the railway systems, 

 procurement strategies that were practised for many years must be adjusted 

 suitably.  
   

  The following table indicates a Classification Method which classifies 

 items depending on value of the items, criticality for maintaining service 

 levels and the  lead time. The Table 6.1 also shows the different strategies 

 for procurements that should be applied for each category.   
 

 Table 6.1: Proposed Procurement Item Classification Method 

Value Criticality 
Lead 

Time 
Procurement Strategy 

Immaterial Critical Long Direct Contracting from OEM   

Immaterial Non-Critical  Long  Restricted Bidding (Limited Tendering) 

High  Non-Critical Short Competitive Bidding (Open Tendering) 

Low Non-Critical Short Restricted Bidding (Limited Tendering) 
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  According to this classification, the critical items having long lead times, 

 are to be procured from Original Equipment Manufacturer using Direct 

 Contracting (Single Tendering) Method. This shortens the lead time, 

 avoids receiving erroneous and low quality items and create opportunity 

 for improving supplier relationships. 
  

 Also, the provisions given in the Government Procurement Guideline, 

 encourage the procuring agencies to follow this procedure, for critical 

 items. In addition, a Cabinet Approval has been obtained by SLR to 

 purchase critical items only from OEM (SLR has simply avoided 

 obtaining the advantages of this cabinet approval). 
   

  This classification allows to obtain full advantage of an e-procurement 

 system because the majority of the items will be procured through the most 

 simple procedure, given in the Procurement Guideline.  
 

b. Formation of Procurement Circles to handle procurements under Direct  

 Contracting and Restricted Tendering  : 

 

  This concept was suggested by the Deputy of the Mechanical Sub 

 Department, as an answer to an open-ended question of the questionnaire.   

  It is recommended to form Procurement Circles consisting of members of 

 the User Department, Accounting Department and the Procurement 

 Department to carry out procurement functions for annual procurements 

 from beginning to the end. They will carry out the functions of the TEC 

 too.  
  
The concept has become successful in SLT, AASL and in Indian Railways.

 In these organisations, procurements are handled by the personnel having 

 technical know-how, on user requirements. The formation of Procurement 

Circles  facilitates this requirement without losing the participation of the 

Procurement Specialists (Stores Department Officers).  
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6.1.3. Revenue Generation through Railway Electronic Procurement Portal 

 

  The Railway Electronic Procurement System, when implemented 

 successfully, can be used effectively for Railway Procurements as well as 

 for procurements of other organisations. In other words, SLR can  extend 

 the services of the Railway  e-Procurement solution to other organisations 

 on a predetermined fee (a fee based on value of tender, extent of the 

 service, duration etc.).  
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6.2 Conclusions 
 

The service level of Sri Lanka Railways has deteriorated over the past  years 

mainly due to issues / problems in maintaining its huge asset base. Although some 

improvement is visible in 2008 due to receipt of new Rolling Stock (Diesel 

Multiple Units), the statistics reveal that the problem still persists. One main reason 

for unsatisfactory performances is the non-receipt of spare parts and other 

maintenance materials by the engineering departments due to problems / 

difficulties in the procurement process.   
  

 One objective of this research is to identify the procurement related problems faced 

by the engineering departments, suppliers and by the procurement (stores) 

department. The railway engineering departments suffer from problems such as  

procurement delays, frequent cancellations, non-standardization of requirements 

and complexities of the procurement process. Similarly, the procurement 

department and the suppliers undergo difficulties with the existing process.  
   

 The organisations in Sri Lanka which have implemented electronic procurement, 

have had similar problems and have overcome those problems successfully. A lot 

of literature reveals that electronic procurement has numerous advantages and 

those advantages solve problems faced by Sri Lanka Railways. Therefore it is 

evident that Sri Lanka Railway should implement electronic procurement to 

overcome its current problems and the implementation has to be done in stages 

starting from e-Limited Tendering and e-Open Tendering. The provisions available 

in the Government Procurement Guideline and the recent developments in Sri 

Lanka on information technology and information security too, enable such 

implementation.   
  

 Furthermore, the procurement function in the SLR needs to undergo a few changes  

in order to receive improvements in procurement related performances. These 

changes can be implemented, even prior to implementation of electronic 

procurement. They are classification of procuring materials to apply diverse 

procurement strategies and the formation of procurement circles. 


