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Status report on electronic commerce and electronic invoices in the municipalities of Västernorrland County
Summary
The use of electronic invoices is growing rapidly in Sweden and the EU. In 2006 the Swedish Government decided that all government agencies would have to be capable of receiving and sending electronic invoices (e-invoices) from 1 July 2008. The change-over to electronic invoices is due to be implemented in 2010.
This situation affects the local business community in Västernorrland and makes new demands on suppliers to government agencies. It means that small and medium-sized enterprises have to be able to send electronic invoices to government agencies. Banks and suppliers of financial software provide electronic invoice management services. 

This report shows that all the municipalities in the county have introduced scanning, and the next step is to introduce electronic invoices. The Municipality of Härnösand is the municipality that has the highest percentage of electronic supplier invoices today, at 27%. The municipalities of Örnsköldsvik and Sundsvall also receive electronic invoices, but do not yet do so on a large scale.
All the municipalities in the county have capability in their business and financial systems to receive 'Svefaktura' invoices, the same standard invoice format all government agencies will be using. At present the Municipality of Härnösand is the only one to receive Svefaktura invoices. The receipt of Svefaktura invoices is currently being tested in the Municipality of Örnsköldsvik.
The Municipality of Örnsköldsvik is in the process of the introducing the Bella ordering system. The Municipality of Härnösand will be introducing a purchasing agency and electronic commerce in 2008. The aim is to improve contract compliance and limit the number of buyers.
Electronic invoice
To allow electronic invoices to be received, the recipient needs a business system that has been prepared with this in mind. The supplier and customer need to agree that invoices may be sent electronically.
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* EIM = electronic invoice management
1. The supplier sends the e-invoice directly to the recipient via the Internet to what is known as an FTP mailbox
. A high level of security is important if an FTP mailbox is used. To retrieve files from an FTP mailbox, the recipient needs special software that can download and send files, such as Decapus, Teis.
2. The invoice can be sent to an invoicing portal (where invoices are sorted by correct recipient), which forwards the invoice to the recipient according to agreed rules. An invoicing portal is managed by an independent IT company, known as a VAN-supplier
. Special software is needed to retrieve the invoice from an invoicing portal, see above. When the invoice is sent via an invoicing portal, security is higher than when an FTP solution is used.
3. The bank provides the supplier with special software that enables the supplier to send the invoice from its financial system. The bank acts as an invoicing portal. The bank engages IT companies that manage the invoicing portal, or may itself have a solution of this kind. The banks offer small suppliers a solution that enables them to send the invoice electronically. 

Regardless which solution is chosen, all communication passes via the Internet. The transport solutions described above the ones most commonly employed.
The business process in electronic commerce is more complicated as more electronic messages have to be exchanged between the customer and supplier. When many messages have to be sent it is important that the level of security at both the supplier and the recipient is high. All communication passes via an invoicing portal. 

The Swedish Government's commitment to e-invoicing and e-purchasing. Positive effects for municipalities and county councils too
An action plan for e-government was presented by the Swedish Government on 24 January 2008. The assignment for e-purchasing in central government forms part of the action plan. (All government agencies must be capable of handling incoming and outgoing invoices electronically by 1 July 2008.)  According to this assignment, the Swedish National Financial Management Authority (ESV) has to
* analyse the purchasing patterns of government agencies and the prospects of suppliers meeting the requirements of the public sector in the change-over to electronic purchasing
* calculate the benefits and costs of introducing electronic purchasing processes
* present proposals for efficiency gains and
* collaborate on standards and solutions.
There are also large-scale plans at EU level for increased e-procurement between the member states. The ’2010 plan’ contains ambitious targets for electronic procurement between the public sector and suppliers see http://europa.eu/scadplus/leg/sv/cha/c11328.htm
The commitment of central government to e-invoicing and now also e-purchasing for municipalities and county councils will lead to faster adoption by suppliers of e-invoicing and in the future also of e-commerce. Active efforts are being made to attain a critical mass of suppliers for e-invoicing both now and in connection with future procurements. And suppliers who can communicate electronically with government agencies will quite reasonably wish to do the same with municipalities and county councils. 
At the same time, NUTEK, the Swedish Agency for Economic and Regional Growth, has been commissioned by the Government to improve the conditions for efficient electronic communication and the use of electronic business solutions, principally in the area of secure e-commerce and with a focus on increasing the e-commerce of small and medium-sized enterprises. There is a project known as HIT (Handlingskraft med IT – Drive with IT), under which individual municipalities and county councils can apply for funding.
What stage has the introduction of e-commerce reached in municipalities and county councils?
The survey conducted in 2007 produced the following results:
- 90 out of 290 municipalities have some form of e-commerce (the number found in the 2003 survey was 75).
- 54 of these 90 municipalities have integrated e-commerce with EDI, price lists, orders and invoices that are matched and checked automatically (the figure in 2003 was 37).
-27 municipalities out of the 90 have e-invoicing only (in 2003 the figure was ten).
- A large increase has taken place in the scanning of paper invoices. 171 municipalities have introduced this (compared with 57 in 2003). Most of these wish to expand their e-invoicing.
What are the benefits? 
- better framework contract compliance and greater price awareness. 
- shorter invoice processing time
- better follow-up and statistics and better financial control.
Many have also considered themselves capable of making financial savings and freeing resources for their core operations.
The greatest difficulties are in persuading suppliers to join, followed by obtaining the necessary resources for introduction, deficiencies in the e-commerce solutions, problems in meeting technical requirements and the complicated nature of the standard, which some would like to see simplified.
A national initiative for the broad introduction of e-commerce and e-invoicing is being taken with specialists loaned out free of charge to interested municipalities for three days. In addition, courses and conferences are being held to bring about a general rise in the level of expertise.
Public procurement in Sweden totals around SEK 350 billion annually. Using an e-commerce system makes it easier for employees to find the right supplier. Suppliers with IT and e-commerce capability have competitive advantages as they can reach larger markets and improve the efficiency of their own routines. 



4. Status report for municipalities in Västernorrland

The Municipality of Sollefteå has begun introducing an electronic invoice management system. The municipality has been scanning some of its supplier invoices locally since February 2008. Procurement is under way to outsource scanning to an external supplier. External scanning begins in spring 2008.
The Municipality of Timrå introduced an electronic invoicing system for its supplier invoices in 2005. The municipality scans its invoices locally. There are no plans at present to outsource scanning to an external supplier as the volume of invoices is too low.
The Municipality of Kramfors started scanning supplier invoices in 2002. 
An add-on module to the financial system enables the municipality to receive Svefaktura invoices. The municipality has been in contact with a commercial bank to examine the possibility of receiving Sveafaktura invoices through this bank.
The Municipality of Ånge introduced an electronic invoicing system with an ASP solution (Application Service Provider) in 2006. This means that the municipality has a web-based service and hires in the application (software), technology and operation of the system from an outside supplier. The Municipality of Sundsvall has the same solution. Scanning of supplier invoices is included in the service. The Municipality of Ånge plans to make a start on electronic invoicing in 2008. The municipality has chosen around 20 major suppliers who have large invoice volumes.  There are plans to provide a service for small suppliers to send electronic invoices via an invoice portal.
Under a decision taken by the municipal executive in February, the Municipality of Ånge is due to launch a project for the introduction of e-commerce via an e-commerce portal. 

The Municipality of Örnsköldsvik introduced an electronic invoicing system for its supplier invoices in 2001. In 2005 the municipality signed a contract with an external supplier that scans its invoices. Most invoices are still scanned. Only a small number of suppliers send electronic full-text invoices. The municipality has begun introducing Svefaktura invoices but is still at the testing stage. Introduction is currently in progress in cooperation with Nordea.
The municipality has begun introducing the Bella ordering system. All contract suppliers are contained in the ordering system. Orders can be placed electronically or by requisition. It is possible to print requisitions that can be used for the purchasing of goods and services for which there is no contract. At present the system contains 244 users. 

The Municipality of Sundsvall has introduced an electronic invoicing system using an ASP solution (see Ånge) for supplier invoices. Operation and scanning are dealt with by an external supplier. Last year 10,000 of all invoices were electronic, in full-text format. E-invoices are received through an external invoicing portal. 

The Municipality of Härnösand introduced an electronic invoicing system for its supplier invoices in 2004. Scanning is outsourced. 

The municipality has 40,000 invoices a year and 2,300 suppliers its supplier database. 

Most invoices are still scanned, but a gradual change-over to electronic invoices is taking place. The internal target for 2008 is to increase the proportion of electronic invoices to 40%. 

The introduction of electronic commerce has started, and electronic commerce will be introduced in all the municipality’s administrative units in 2008.
The EIM Group Västernorrland

A network group intended to jointly influence the development of electronic invoicing and commerce in Västernorrland was formed in 2007. This group consists of Västernorrland County Council and six of the county’s municipalities. The group is called the EIM Group (Electronic Invoice Management, in Swedish EFH). The group contains project managers, economists, system managers and system administrators. The members meet regularly in different municipalities to swap experience and discuss development issues in the area.
Conclusions

It has become apparent in those municipalities that have made a start on electronic supplier invoices and electronic ordering that there is a need for: 
· support from the municipal leadership
· earmarked resources (personnel and time)
· consultancy support
· skills and training
· cooperation in IT, finance and procurement

There needs to be a clear desire on the part of the municipal leadership to meet the target if results are to be achieved and a return is to be obtained on the resources invested. What is important is that after taking decisions the municipality earmarks resources to work on the process of introduction. This work cannot be done alongside other activities. Consultants are often regarded as expensive, but they have broad experience in the introduction of new technology and new working methods. The system suppliers provide good consultancy. The introduction of electronic invoice management means that personnel have to work in a new way, for which they need to be trained. Good cooperation between the areas of IT, finance and procurement is required if introduction is to be successful. 

Table showing electronic invoice flow and electronic commerce in the different municipalities:
	Municipalities
	Scan

	EIM system
	SFTI invoices


	Svefaktura invoices
	E-commerce
	Ordering system

	
	Internally

	Externally
	
	
	
	
	

	Härnösand 
	X
	X
	X
	X
	X
	X
	

	Timrå 
	X
	
	X
	X
	
	
	

	Sundsvall 
	
	X
	X
	X
	
	
	

	Ånge
	
	X
	X
	
	
	
	

	Örnsköldsvik
	X
	X
	X
	X
	(X)
	
	X

	Kramfors
	X
	
	
	
	
	
	

	Sollefteå
	X
	
	X
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� File Transport Protocol


� Valued Added Network


� Single Face To Industry (full-text invoices)





Annelie Ericsson
DARRA Project

PAGE  
1

