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Background, Present Scenario ï Legal Framework, 
Budgetary Provision, Accounting & Auditing Principle, 

Procedure & Practice



 
Background 
 

 
Amongst the many tools being developed for good governance, lately there has been 
much focus on e-Procurement ð using Information and Communication Technology 

to open up government processes and enable greate r public access to information. 
It can include publication of information , download application forms for a variety 
of services , actual delivery of services, such as tender submission, filing a tax 
return, renewing a license, etc  and more  sophisticated app lications include 
processing on -line payments.  The resulting benefits can be greater convenience, 

revenue growth, cost reductions, less corrup tion and increased transparency. The 
objective of e -procurement is not Electronic but better system of Procurement . It is 
an alternative and complementary approach for government procurement. The e -
Procurement is not Technical  issues but Organizational ones.   

 
It is e -commerce in public sector  and is known as Government -to-Business 
services.  The Government -to-Business  services at lower level include dissemination 
of policies, programs, rules, regulations, application forms, registration, renewal 

etc. On the higher level it includes online government -supplier exchange for the 
purchase of goods, services and public works  by the government. The services 
offered through Government -to-Business transactions assist the development of 
small and medium enterprises.   

 

In developed countries, these services are offered in a self -service mode through 
Internet Portals that are a si ngle point of interaction for the citizen to receive 
services from a large number of departments . In some countries, citizen service 
centers (operated by department/private operators ) have been created at convenient 

locations where citizens can access on -line services of several departments. The 
benefits to citizens and businesses from on -line delivery of services include 
convenience ( location and time ) and shorter waiting periods. In addition, e-
Procurement systems may lead to greater  accountability, enhan ced efficiency,  and 

transpar ency.  
 
Managing efficient , economical  and effective general procurement system of His 
Majestyõs Government (HMG) of Nepal is one of the biggest tasks. HMG is strictly 
complying with the Financial Act, Regulations and taking it v ery cautiously in 

spending the tax payer money for general and development aspect of the country. 
In spite of the fact that HMG is adopting the procedure in line with òArthika 
Prasashan Niyamavali ó, the procured goods (capital as well as consumable) and 
services are not free from criticism.  
 
Every Year HMG allocates fixed budget for purchase and transport of goods and 
services for all ministries, departments, regional offices, district offices down to 

local offices  (grass route) . Procurement Personnel ( auth orized officials ) at all levels, 

sectors and locations are fully engaged in procurement process round the year and 
this story repeats every year. Considering the amount of money disbursed annually  
(around 60% of the budget for FY 2059/60) , number of human resource engaged in 
processing and the time it takes to complete one cycle, the procurement is one of 
the vital functions of HMG.  

 
The accountability and transparency are inadequate in all the procurement's 
process: public works , hiring, leasing, buying  etc of HMG. The role of Buyers (HMG) 



as well as Sellers (Supply Chain)  is equally important in their respective areas. The 
significance of transparency begins right from planning and ends with the 
utilization (consumption) of goods and services procured. Tim ely dissemination of 

required information with respect of revenues, assistance (loans, grants etc) and 

expenses: How Much, Who was authorized, Where and When, should be the 
regular part of procurement activity. This will eventually clarify misinformation, 
confusion and misunderstanding and will cr eate sound atmosphere of belief, good 
faith and best practice.  
 

 
 
Present Scenario 
 

 

Online delivery of government services has never been higher on the political 

agenda than it is today. Government is talking abou t significant benefits that can 
be realized by moving traditionally paper -based and face -to-face services to the 
Internet. Government also understands these s ervices must be people oriental,  cost 
effective, easy to use and value added to citizens, business  and to themselves.  
 

The Nepalese Internet got off to a later start than most developing nations, with 
initial UUCP connectivity in 1994, the licensing of ISPs in 1997, VSAT licenses in 
1999 , Mobile services in 1999 and GSM WLL in 2003 .  Today there are more than 

22 ISPs, 3 GSM Cellular Mobile Operators, 10 VSAT Network Service Providers, and 

5 Radio Paging service Providers operating in the country.  The total PSTN 
subscribers was over 327 thousands and Mobile subscribers were over 22 
thousands during fisc al year 2001/02. The teledensity per hundred inhabitants is 
more than 1.5 telephones. T here are more than 4 00 leased lines serving the 

country. Out of which 64% were occupied by Internet Service Providers, 14% by 
Commercial Banks and 22% by Security organi zations. The optical fiber is started 
laying down parallel to East West Highway covering a distance of more than 900 
kilometers from 2002 and the project will be completed within 2004. Nepal's late 
start with the Internet has left it with relatively little  business activity.  Looking at 

the Web sites that do exist, one sees further evidence of Nepal's late start on the 
Internet.  They are first generation Web sites --  small, static "electronic brochures."  

  
Traditionally, the interaction between a citizen o r business and government officials 
took place in later offices.  With the use of ICT it is possible to locate service centers 

closer to citizens and business. HMG is taking initiative to move ahead with the 
rationale utilization of ICT in the country.  
 
The process of procurement begins as soon as each unit whether Ministries  or 
Departments or lowest level office receive budget under different heads for the 

financial year. Based on the demand for goods or service s and the requirement for 

bidding , the procure ment personnel call for prequalification of suppliers. The 
proposals received in stipulated period are evaluated by the concerned authority 
and list of qualified suppliers are decided and announced .  
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[Figure 1] 

 

Depending u pon the amount of procurement  (figure 1)  at a time, the concerned 

personnel either buys directly or call for sealed quotation or call for tender from 
among the pre -qualified suppliers.  The sealed quotation or tender are routed 
through the method of evalua tion by procurement personnel generally or by a 
committee in special case and the supplier(s) are notified to comply with the rest of 
the procedures  as per finance rule . Finally the supplier(s) deliver the procured 

goods or services as per the terms and co nditions of tender or another agreement.  

 
These steps are strictly observed as per the òArthika Prasashan Niyamavalió of the 
His Majestyõs Government. Normally the time required from the call for 
prequalification to the first lot of delivery of procured it ems range from 90 days to 

180 days. Lot of time of buyers and suppliers are wasted in the way for evaluation 
of right suppliers (lowest bidder in terms of price only) but very less time is devoted 
in identifying and analyzing the correct items and their qu ality.  

 

The decision to procure goods and services needed for the 
ministry/department/ office has to be made on the available information. The 
procurement personnel have to decide under incomplete or ambiguous or partial or 
indefinite situation because the  organization lacks historical database 
(commodities, price, supplier, quality etc) and its accessibility.  The decision for the 

final selection of bidder is another very complex task  (figure 2) which should be 
carefully handle . 
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[Figure 2] 

 

Ministries , Departments , District Offices, Project Offices  use computers for 
preparation of budgets and expenditure statements, but the basic ledgers are still 
maintained manually everywhere. Many offices still use computers as substitute for 
typewriters and calculators.  Most of the Ministries , Constitutional Bodies, 

Departments , Committees, Corporations, Projects, and Autonomous Institutions 
etc have their own web sites which provide information about their functioning . 

Some of the governm ent  web sites have more information;  they even publish tender 
notices  and results.   
 

The work of the local government like Bharatpur Municipality  (pioneer in proving 
services to its people through web) , some Business Entrepreneurs, and Government 
Departmen ts  are very encouraging  (see the box below ). They had taken initiatives 

on their own  and have created their own web sites for dissemination of service and 
product information to the people at large.  There are couples of web sites in the 
country from where People within the country or abroad can make purchase online 
(e-Commerce).  Their experience has brought a radical change among local 

government, government district offices to adopt ICT in delivering their basic 
services to public. A sense of awareness and  preparedness towards the use of ICT 
is increasing day by day in the country which helps in moving further on the way to 
e-Governance.  

 
Some of the exemplary utilization of ICT  

 
Department of Commerce  issued the Commerce Outlook -2060 , a 240 pages long boo k. 
This book is a compilation of governmentõs policies, acts, regulations, gazette, provisions 
and all other details about services being rendered by the department. This is an attempt to 
deliver services promptly within two hours and maintaining functiona l uniformity and 
transparency in a scientific manner. The book contains details about Export - Import 
licensing, firm registration procedures, formats of forms and other documents and extensive 
details for trading within the country and abroad. Department o f Commerce is developing its 
website where all information can be accessed by everyone - The Himalayan Times vol. II no 
175 dated May 16, 2003 reported.  



 
Bharatpur Municipality  with cooperation of Rural Urban Partnership Programme (RUPP) 
introduced e-Gover nance  which was officially launched by Right Honorable Prime Minister 
Mr. Lokendra Bahadur Chand on January 10, 2003. The prime objective is of strengthening 
good governance, building strong information base, delivery of urban services through ICT, 
ensure right of information to public, improve linkages of Urban Information Centre, 
improve tax base, promote private sector & community to develop computer culture, and 
increased transparency, efficiency, effectiveness and accountability in planning, 
implementa tion, evaluation and monitoring. Some tangible outcomes are ðoverwhelming 
response from public (6000) visiting the website www.bharatpurmun.org.np , over hundreds 
of forms were downloaded and forms were submitt ed online, large number of comments, 
and suggestions and debate are pouring regularly. A well structured web -site containing 
information on the Municipality structure, administration, statutory provision, important 
decisions, audit reports, citizen charact er, and strategic vision have been published which 
works as a window of information and helping to increase transparency in municipal 
activities. Similarly, availability of legislative information and different online forms has 
saved public to save in trav el cost and time and a reduced workload at municipality. The 
basic municipality services such as birth registration, death registration, marriage 
registration and migration certificate have been delivering through ICT. This e -Governance 
with an objective o f poverty reduction through good governance has indeed realized some 
achievements in major fronts of good governance particularly in participation, transparency, 
efficiency, effectiveness and accountability.  

 
 

Legal Framework 
 

 
The Constitution of Nepal 19 90, Part 10, Paragraphs 75, 77 and 78, has envisaged 
all monies received must be reflected in the annual budget, and such monies can 

be spent only after they are incorporate in the budget. But in reality, this is not 
happening. On an average, it is roughly  estimated that around Rs.12 billion of 
government funding has been unbudgeted annually.  
 
The main regulation which governs  procurement for goods, transportation, works, 

and services of the government is based on the òArthika Prasashan Niyamaval i 
2056 as a mended in 2058 ó. In order to manage the procurement economically, 
efficiently and timely, the financial rules have made provisions of various 

committees (annex -1) at different levels ð central, ministerial, departmental, office, 
district etc, their areas o f scope, authority and enforceability have also been 
defined. and  The major highlights of the Arthika Prasashan Niyamavali 205 8 are 
given in the box below.  

 
Provision to Procure or carry out Other Works (clause 58) 

Form of Procurement     Ceiling  

Direct Pu rchase from Market    Up to Rs. 1, 00, 000/ - 

Sealed Quotation     Up to Rs. 10, 00, 000/ - 

Tender or Public Bidding    More than Rs. 10, 00, 000/ - 

 

Provision for  Consultancy Services (clause 81) 

Form of Procurement     Ceiling  

Direct Negotiation     Up to Rs. 1,  00, 000/ - 

Sealed Quotation  with the General  

Technical &  Financial Proposals  Up to Rs. 5 , 00, 000/ - 

Tender or Public Bidding  with  

Technical & Financial proposals   More than Rs. 5, 00, 000/ - 

http://www.bharatpurmun.org.np/


Provision for Public Works, Repair & Maintenance (clause 64) 

Form of Procurement     Ceiling  

Direct Award      Up to Rs. 1, 00, 000/ - 

Sealed Quotation     Up to Rs. 10, 00, 000/ - 

Tender or Public Bidding    More than 10, 00, 000/ - 

 

Provision for Transportation of Goods and Materials (clause 61 Ka) 

Form of Procurement     Ceiling  

Direct Award      Up to Rs. 1, 00, 000/ - 

Sealed Quotation     Up to Rs. 10, 00, 000/ - 

Tender or Public Bidding    More than 10, 00, 000/ - 

 

Provision for Two Envelopes (clause 66(14)) 

A Tender with Two Envelopes (technical and financial separately) shal l be called for 
procurement of Goods or Public Works worth more than Rs. Ten Million. A merit evaluation of 

technical proposal shall be carried out after which lowest price will win.  

 

Provision for Exemption on Loan and Grant (clause 96) 

The Procurement ru les set forth for Loan and Grant agreements with Foreign Governments or 
Institutions owned by them will take precedence over Arthika Prasashan Niyamavali with 

respect to the procurement of òTechnical Services, Construction, and other worksó. 

 

Provision for Exemption of Quotation or Tender (clause 59) 

The Procurement rules provision for direct or sole -source procurement in the following cases:  
× sales price fixed by foreign government or authorized seller of foreign government  
× seller is owned by Nepalese Gover nment alone or together with a foreign government 

or where foreign  government have majority shares or agreement between 
international institutions for loan or grant  

× seller is a company or authorized agent of company which produces proprietary 
products  or q uality products  

× seller is òthe sole agency producing or selling such goods and materials at price 

published in the national newspaper  

 
 

Budgetary Provision 
 
A team of His Majestyõs Government and the World Bank officials conducted a 
study and published òCountry Procurement Assessment Report (CPAR)ó on April,  

2002. The CPAR states that the annual volume of procurement for goods, works, 
and consult services would be about USD 422 million . HMG almost spends the 
entire amount equal to the forecast on the regul ar budged, whereas, on 
development budget, about 70 to 80 percent of the budget is actually spent. T he 
countryõs annual expenditure is about 80 percent of the total budget while 

procurement  alone is about 80 percent of the total expenditure.  The share  of H MG 
finance is about 30 percent and External Agencies finance about 70 percent of the 
total procurement of Nepal ( annex  -2). Both regular and developmental 
procurement volume is more than 63 percent of the annual budget of the country.  

 

Accounting & Auditing Principle 
 
The book -keeping at government local and central offices are maintained on a cash 
basis. The e xpenditure is recorded against the budget provision. The government 
maintains double entry accounts system  for expenditure , but revenue accounting is  
still on a single entry basis. The property accounting system makes no provi sion for 

depreciation of assets whereas v aluation of property is made on historical cost 
basis.  In all most all government offices a ccounts are maintained manually but 



computers a re used for compilation of reports which have to be submitted to the 
concerned ministry and Office of the Financial Comptroller General . The Office of 
the Financial Comptroller General  has introduced computerized release and 

expenditure data capturing syst em in 64 districts by the end of June 2002. These 

efforts have speeded up the account compilation.  
 
Although little development has achieved , the quality of asset , inventories 
management , procurement planning and reporting system  is poor due to 

inadequate  monitoring. The reports are not consolidated by development region, 
country as a whole, expense by sector and heads etc.  
 
Office of the Financial Comptroller General conducts the internal audit and t he 
role of internal audit in assessing internal controls  and recommending 

improvements to systems and procedure is very limited. Its normal role is to 
examine whether or not prescribed legal provisions are being followed.  
 

What is needed is Performance auditing which is one of the ways of independently 
confirmi ng this linkage, because it looks beyond issues of regularity and 
compliance, to delve into the efficiency, effectiveness and economy with which 
public expenditures attain their objectives. The government should take i nitiatives 

to develop newer concept li ke electronic accounting and auditing standard for 
government, public enterprises and private companies  for improving accountability 
and transparency.  
 

The Nepalese  Constitution or any other legislation or regulation does not prescribe  

a time limit for the  publication of the audited financial statements or the auditorõs 
report  of the government establishment . 

 

Procedure & practice 
 

The Constitution of the Kingdom of Nepal 1990 ties budgetary allocations to 
outcomes or results. But the same is not reflected while spending tax payers 
monies and the accountant is also overlooks this requirements resulting 

expenditure is made without taking into account the corresponding output. Most 
often the recommendations made by the Office of Auditor General do es not get 
im plemented due to which most recommendations reported in earlier years get 
repeated in successive annual reports.  

 
The accounting procedure and practice emphasizes  on the expenses whether they 
are within the budgetary framework or not , whether  proper bills,  vouchers are 
attached or not and  whether the signatory has approv ing authori ty  or not.  The 
internal control conducted by the Office of Financial Comptroller General and as 

well as external audit carried out by the Office of Auditor General do not relate 
expenses with the outputs , they ignore the productivity of expenses rather 
accentuate the expenditure document as evidence . 
 

Despite of the fact that c hapter 11 of HMG's financial rules requires the 
ascertainment of the exact sum to be provided in advance a nd also requires timely 
settlement of such advances  but the practice is not strictly followed . As a result a  

substantial amount of irregularities related to advances which include, excess 
amounts provided in advance, spending beyond the budget limit, and negligence in 
clearing advances are reported every year.  
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New Approach, Benefits, Objectives, Methodology 
- Document Study, Face-to-Face Discussion, Panel 

Interaction, Workshop 



 
New Approach  
 

 

The Information Technolog y Policy 2057 envisaged that HMG shall automate all 
their activities and build the information network up to VDC level. This is the age of 
information. The Constitution of Nepal has empowered general people to demand 

the required information and secure the  right to information. Once the 
communication infrastructure is built and extended to villages, the farmers will be 
able to look for better market and price of their products through it. Because it is 
easy, convenient, economy and without moving around the y can find the right 
place for trading of their products. Similarly, the suppliers, contractors, 

consultants, traders, manufacturers and professional would like to surf the 
Internet in pursuit of better opportunity, market and return. The government being 
a largest buyer of goods and services requires quality product & services at 
economic price.  
 

The information and communication technology is getting popular in the 
government offices - from ministries to departments to small units at village 
development co mmittee (VDC). It is right time that HMG can utilize this tool in 
procurement process to achieve the under mentioned goals:   

 
× Improve civil servantõs knowledge , efficiency and decision capability  

× Reduction in the time & cost of procurement  for Buyer as wel l as 

Supplier  
× Strengthening material planning and saving capital cost  
× Maintaining quality in goods , services and works  
× Enhancing accountability , effectiveness & transparency  
× Building organizational information system  

 
 
The existing system of procurement in  the government sector is purely manual. The 
personnel responsible to procure are engaged through out year in collecting 
information, compiling them, evaluating, awarding the contract, receiving goods 

and advising for payment. They are stuck on these proce sses every year and have 
no time in improving their knowledge, process and practice for quality 
procurement. They have neither consolidated nor detail information on any aspect 
of suppliers, goods, price, quality, new market and opportunity. The shift from  
manual  system to electronic system of purchase will certainly benefit all 

stockholders. The government needs  to reform its  outlook, legal, organization  
process , procedur es and practices to suit the electronic form of doing purchase 
activit ies. 
 
The govern ment way of providing services to people, conducting its own activities 

and spending tax payers'  monies are not desirable in the changing context. The 
state can not sustain now with inefficiency, delay in providing services, non -
transparent decision and so  on and so forth. The figure below shows government 
traditional approach impact on service delivery and transparency.  

  



 

Under the new approach i.e. e -Procurement system, companies that wish to do 

business with the public sector  do not need to search through newspapers or the 
Web for information about bidding opportunities. Instead, they need only to register 
a single time in the areas in which they do business (e.g., office furniture, 
construction services, IT consulting, etc.).  Whenever a public agency needs to 
purchase goods or contract a service, it will fill out a request in the electronic 

system, specifying the kind of operation and including all the documentation and 
information associated with the request. Automatically, t he system sends an e -mail 
to all the private companies registered in that selected area, minimizing response 
time and providing an equal opportunity for all firms  or new firms may surf the 
central e -Procurement system site and compete like others . The syst em also 

provides, on -line, all the information related to procurement operations, including 
the public organization's name, address, phone, e -mail, fax and position of the 
public officer in charge of the operation. Finally, at the conclusion of the bidding  

process, the e -Procurement  provides the results: who participated, the proposals, 
the economic and technical scores, and, lastly, who won the bid or obtained the 

contract. Historical information about the public organization's purchases and 
contracts is a lso made available.  

National e -Government program development among UN Member States advanced 

dramatically in and after 2001. This was published by United Nations Divisions for 
Public Economics and Public Administration  in a report. In 2001, of the 190 UN  
Member States, 169 or 88.9 % of their national governments use the Internet in 
some capacity to deliver information and services  (box below ). 

Internet Usage Status of  

Member States  

UN Member States   

Number     Percent  

Just Beginning  31  16.8    

Advance & Dyn amic Features  64                  34.2  

Interactive Online Services  57                  30.0  

Online Payment of Govt. Tax & Fee  17                   9.0  

 
 

Benefits 
 

 

The e-Procurement streamlines the procurement process from order to payment 
and is likely  to reduce process costs. Better procurement information will allow 
better purchasing decisions at all level of government offices. e -Procurement 
supports syndicated procurement, where a number of agencies come together to 



improve their purchasing power wi th suppliers, and reduce the cost of tendering. e -
Procurement means government procurement is more visible to suppliers, giving a 
wider range of businesses more opportunities to supply to government agencies. In 

addition, e -procurement can mean net efficie ncies for suppliers that automate their 

supply processes. By going online to supply government agencies suppliers will be 
better placed to compete for business opportunities in the country and overseas 
using e -commerce.   The direct benefits of e -Procuremen t can be summarized:  

 
Instrumental in reducing the cost of goods and indirect cost  

Help in reducing/eliminating ômaverick purchasesõ as well as lowering inventory 

obsolescence  

Reduction in procuring process (paper work) and steps (time) there by reducing the cost for 

procurement processing.  

Improve  decision making by availing in stitutional historical database  

Efficiency and effectiveness in cost control , quality of standard and develop  strategic 
thinking  

Decision Maker can see a problem quicker, easier and  right action can be taken 
immediately  

Competition will be open and sufficient numbers of Suppliers will par ticipate in 
procurement process  

Ensure transparency by publishing r equired information on web site  

Suppliers will develop competency in having suffi cient information ( technical qualification, 
experience and support ) on products and supplies.  

Better relationship with the Supply Chain &  Cont ract compliance  

Foster the growth of e -Governance and e -Commerce in the country ultimately . 

 
Chilean Experience 

 
In the relatively short period that e -Procurement system has been established in Chile, 
substantial savings, creation of a more perfect information market, and increased 
transparency and accountability are all evident.  
 
A study that showed the efficiency  gains of the new system would reach (at a minimum) $200 
million per year, which is equivalent to 1.38% of the central government's total expenditures; 
26.18% of 1997's Public Housing expenditure; or 11.94 times the total expenditure on 
employment programs  in 1997.  

The impact of I nformation Technology  not only affects the public's expectations and 

satisfaction levels with the way the government  accomplishes its tasks, but also 
provides an avenue through which the public sector can become more service 
orien ted and improve its ability to meet these heightened expectations.  

China's Golden Customs  

The Golden Customs project was proposed by Vice Premier Li Lanqing in 1993 to create an 
integrated data communications system connecting foreign trade companies, ban ks, and the 
custom and tax authorities. The system aims to speed up customs clearance and 
strengthening the authorities' ability to collect tax and duty payments. It allows companies 
to submit import and export declarations to customs, calculate duty, paym ents, and check 
statistics. The electronic data tracking system allows customs department to verify a range 
of data through networks to facilitate customs and management and prevent illegal 
activities.  In one year this system enabled China customs to solve  criminal and smuggling 

cases valued at approximately us$ 96 million and increase tariff payment by us$ 86 million.  



By conducting public transactions electronically through portals, it is possible to 
eliminate the physical presence ( waiting in line, going to multiple offices ) that is 

often required when conducting business with government. On -line transactions 
reduce the amount of time needed to complete these transactions and the expenses 

incurred. These savings allow the government to get better value for  its money.  

Transparency and probity are increased by publishing government transactions on -
line, thereby providing access to anyone, anywhere, at any time. This reduces 
opportunities for discretionary use of public funds, increasing the impartiality and 
integrity of such operations. Additionally, having a traceable electronic record of 
transactions reduces the opportunities for corrupt practices and increases the 

accountability of public officials.  

Transparency and Accountability in South Korea.  

At the hi ghest level in the Municipal Government of Seoul there were concerns about the lack 
of accountability  and the presence of corruption in the issuing of local government licenses and 
permits. This led to the development of OPEN system (online procedures enha ncement foe civil 
applications), an anti -corruption Web portal that provides citizens with a range of relevant 
information, including the overall goals of the anti -corruption drive and an explanation of the 
rules and procedures for permit/license applicati on and processing.  

OPEN also displays an anti -corruption index that summarizes survey results on process 
performance. It provides citizens with specific information allowing them "real time monitoring 
of the progress of an application for a permit or licen se". OPEN has reduced the barriers to 
obtaining government information. They are therefore better informed, the process of 
government  is more open, and the rationale for bribery has been largely removed. Feedback 
from citizens has been very positive, and t here has been a dramatic decrease in reported  
corruption. These achievements have in large part been due to the integrated approach taken, 
ensuring that technological change serves public sector reform goals rather than vice versa.  

 
 
Objective of the Study 
 
The major achievement of e -Procurement will be transparency in procuring goods , 
services  and works  by disseminating electronically the facts as and when they 
happen, building organizational database for analyzing & ensuring quality of 

standard, provide a n equal opportunity of participation to all potential suppliers, 
and assuring the rights of citizen to access the required information always and 
submission of information & document as well as payment of taxes, fees, dues 
online.  

 

Transparency has a great  impact that resonance  beyond the government and goes 
a long way to people, public enterprise, private  institution , civil society, donor, etc. 

The e-Procurement will definitely bring the outcome visible in terms of 
participation, accountability, performanc e, delivery , transparency  and  support for 
good governance in the civil service.  

 
The constraints and ambiguity in procurement process may be identified by 
consulting, motivating, discussing and brainstorming with the persons in 
accounting, auditing, legal,  procurement, donors and suppliers as well. This will 
help to draw comprehensive recommendations for improving the existing law, 

simplifying procurement procedures and develop better relationship with the 



supply chain. The expected output after the success ful completion of study shall be 
as outlined as below.  

 

× Finding the limitation electronic procurement in the country and 

suggesting the remedy  for effective operation . 
× Report detailing recommendation  for  Policies formulation  and 

amendment in the existing laws,  accounting procedures and practices 
etc. 

× Recommending  enactment of other rules and regulations . 
× Suggesting the need for  bringing  awareness  training to Civil Servants 

and Supply Chain Personnel.  
× Preparing the country for e -governance as well as e -comme rce.  
× Present pilot project concept paper to be discussed and prepare a 

viable  project plan to be implemented at government office or 
government owned office or local government.  

 
The output of this study will be beneficial to Government including  National 
Planning Commission, Ministry of Science & Technology, Ministry of Finance, 

Office of Financial Comptroller,  Office  of Auditor General  and implementing 
government agencies  in amending the existing law and regulations, adopting better 
procedure & practice, developing human resource , identifying pilot office for 
implementing e -Procurement . The successful operation of pilot project shall build 
confidence and it will help in replicating the system in other office (s). This will 

eventually drive for preparing and  executing e-Governance  in the country in the 

long run.  
 

The scope of the study is to focus on the existing financial Act, regulations, budget, 
accounting  and auditing requirements concerning government procurement; build 
consensus for Internet based procu rement system; and suggest amendment in 
policy, regulation, format, procedure & relationship with supply chain if they need 

to be changed and establish e -Procurement pilot project in target unit(s) of Nepal as 
an example. The constraints in e -Procurement w ill be identified together with their 
solutions which could guide the future programs.  
 
 
 

Methodology 
 

In order to complete the research, study, ana lysis, interaction and advocacy of 
electronic procurement in Nepal in general and in His Majesty's Governmen t in 
particular, the study team adopted four stages - studying and understanding the 

documents, interaction at personal to person with all stakeholders, panel 
discussion and inviting all stakeholders for workshop debate.   
 

 

Document study 
 

The mission of t he project is to study the relevant acts, rules & regulations, other 
documents related to public procurement in the country, including the past 
research  paper  in this aspect and similar regulations of United Nations and 

developing countries. The following documents were studied , reviewed and 
analyzed before conducting other method of study and analysis.  
 



1.  Financial Administrative Rules 2056 and first amendment 2058  
It is the main regulation of all kinds of purchase (goods, services, works, 
consultant, transp ort etc) performed by His Majestyõs Government 

Ministries, Departments, Offices. The rule contains very detailed and 

comprehensive provisions for budget preparation and approval; 
accounting and reporting; internal control procedures ; external audits  
and in ventory management of property and procures goods. The 
government owned corporations, committees, authority procurement 

regulations are also guided by this rule.  
 

2.  Financial Procedure Act 2055  
The objective of this Act is to manage the government fund, bud get 
preparation, compilation & release, administering expenses, accounting, 

internal control, & auditing, and regulate financial procedure.  
 

3.  Revenue & Government Contract Act  2020 and first amendment 2025  
The Act is designed to administer revenue collectio n from different 
sources such as forest clearing, sale of timber through auction, licensing 

for production of liquor and operation of quarry.  The contracts awarded 
for the supply of rations to the police and army is also governing by this 
Act. The objecti ve of this Act is to consolidate Nepali laws relating to 
revenue administration, revenue collection and contracts for public 
benefits.  

 

4.  Revenue & Government Contract Rules 2022  
This regulation is construed under the Revenue and Government Contact 
Act 2020 for proper administration of revenue collection and contract of 
public benefits.  

 
5.  Local Self Governance Act 2055  

This regulation govern all the financial transaction including 
procurement of goods, works and services by Village Development 
Committee, Munic ipality, and District Development Committee.  

 
6.  Construction Enterprise Act 2055  

It is a law enacted to regulate the procurement of public works and 
contracts for His Majestyõs of Government. 

 

7.  Public Works Directives  
The Public Works Directives is prepared  and implemented from January 
2002  by His Majestyõs Government under Rule 62 of the  Financial  
Administrative Regulation 2056. This directive documents rules, 
practices, formats related to public  works (goods, services & consultant) 

and wants to bring uniform ity in all government projects and offices. The 
objective of this document is to provide a set of understandable, effective, 

efficient and practical directives on the existing rules contained in the 
FAR & other laws and regulations, actual practices in the  country, 
selected procedure from donor guidelines, and international best 

practices.  
 

8.  Country Assistance Strategy  
This strategy document is prepared by the World Bank  for the period 
1999 to 2001 for group assistance program  in Nepal . It highlight s the 



pri orities sector in the country;  indicate the level and composition of 
assistance required and countryõs portfolio performance. 

 

9.  Country Procurement Assessment Report  
This Report is the joint effort of His Majestyõs Government and The World 
Bank and was publ ished in April 2002. The Report presents an analysis 
of Nepalõs procurement system including rules, regulations, procedures 
and practices and recommends ways to strengthening by making 

uniformity in all acts and regulations as well as incorporating 
interna tional best practices.  
 

10.  Country Financial Accountability Assessment  
The Nepal ð Country Financial Accountability Assessment report is a 

joint exercise of His Majestyõs Government and the World Bank with 
strong participation of Donors and Private agencies and it was published 
in July 2002. The report tries to assess the strengths and weaknesses of 
the financial management (budgeting, accounting, auditing standards 
and practices) in public and private sectors and identify needs for 

capacity building in these areas.  
 
11.  UNCITRAL Model Law on Procurement of Goods, Construction & Services  

The purpose of the law is to regulate procurement of goods, construction 
and services so as to promote the objectives of (a) maximizing economy 

and efficiency in procurement, (b) f ostering and encouraging participation 

of suppliers and contractors, (c) promoting healthy competition among 
suppliers and contractors, (d) providing fair and equal treatment to all 
suppliers and contractors, (e) promoting public confidence on 
procurement,  and (f) achieving transparency in procurement.  

 
12.  World Bank Procurement Guidelines  

The purpose of these Guidelines is to inform those carrying out a project 
that is financed in whole or in part by a loan from the Bank of the 
arrangements to be made for pro curing the goods and works (including 

related services) required for the project  by maintaining economy , 
efficiency and transparency . 

 
13.  Policy for Procurement of Services, Supplies and Works, Finland  

It is a basic policy guideline for procurement of servic es, suppliers and 

works within the international development cooperation published in 
December 20021 by the Finland.  
 

14.  Manual for Procurement of services, Finland  
This manual contains rules and procedures for the choice of services 

Ministry of Foreign Affai rs of Finland contracts outside the country in 
partner territory for implementation of Finish Development Cooperation. 

The purpose of the procurement procedure is to achieve the economically 
most advantageous  result . It was published in December 2001.  

 

15.  Procurement Act, The Philippines  
The objectives of òElectronic Commerce Act,ó of the Philippines is to 
establish a single and centralized electronic portal for the procurement 
of: (a) goods, supplies, materials and related services; (b) civil works; and 
(c) consulting services, to be used by agencies; to enhance transparency, 



accountability, equity, efficiency and economy in government 
procurement.  
 

16.  Public Procurement Act 2059 (draft)  
His Majesty's Government of Nepal, with a view to bring economy and 
efficie ncy in the procurement carried out by HMG Offices, Local Bodies, 
Institutions owned by HMG and other Organization s having HMG partial 
interest by spending Reserve Fund, Government Fund or Public M onies  

is entrusted to enact the law. The Act envisage  givin g equal opportunity 
of competing to all Producers, Suppliers, Traders, Service Providers, and 
Contractors; gain ing  public confidence by exhibiting fair, open and 
honesty  in procurement process; and establishing transparency in overall 
procurement managemen t.  

 
The draft Act is trying to be impartial, giving equal opportunity to supply 
chain, clear definitions of terminology, list detail procedure and provided 
room for passing of relevant rules and regulations to meet the specific 
needs of concern authorities . This law will be a common law for 

procurement to all organizations.  

 
Face-to-Face Dialogue 
 
 
The study of relevant documents and development going on in the direction of 

electronic procurement in the developed countries provide sufficient information 

and  insight for the team to discuss it further with the different persons of public 
and private in Nepalese context.  
  
In order to access the awareness, preparedness, and interest among the 
stakeholders of e -Procurement, various personalities were identified and selected 

for one -to-one conversation. Around 40 persons were interacted from government 
offices, suppliers, public works, service providers , donor agencies , professional 
associations, trade associations, NGOs  in a period of three months ð mid June to 
mid July 2003.  
 

In depth  dialogue was conducted at the office of the persons interviewed so as to 
understand positions on the following areas with respect to  procuring goods, 
services, construction, hiring, etc. The discourses with the eminent personalitie s 
were also concentrated in whether the government should switch over to e -
Procurement  or not , its pros and cons, the time frame and so on.  

 
 Existing  HMG procurement rules & regulation  
 Accounting and audit principle & methods  
 Procedure and practices  
 Und erstanding of others' rules & regulations    

 Centralize Vs Decentralize Purchase  
 Difficulties faced in completing a Bid  
 Planned Vs Ad Hoc purchase decision  
 e-Procurement ð need, constraints, opportunity, saving  

 

List of the persons interviewed were presente d in annex -9. The responses were 
quite encouraging and enlightening. We found the level of awareness regarding 
electronic way of doing government business (service delivery as well)  is quite 



satisfactory, most of the institutions have the minimum infrastru cture to go ahead 
with electronic medium,  and almost all of them showed high interest in adopting 
the information communication technology and tools. The y opined that e -

Procurement will help in de liver ing quality service to the people  in time; enhancing 

the efficiency ; reduc ing  cost  of purchase; cutting down decision delays; proper 
documentation; and added accountability at government offices.  The major 
concerns  that came across the dialogue can be summarized  below.  

 
Government being a big bureaucratic ins titution will take longer time to implement e -
Procurement system, instead the private entrepreneurs (suppliers) other side of coin can 
develop website, list all the services and commodities along with a price ta g. The buyer can 
surf their websites and deci de to purchase the required services and products . This can be 
attained easily, quickly  and without many difficulties and burden.  
With the existing rules and regulations the Government is under pressure to bargain more 
on price resulting purchase of inferi or quality of product  or service .  
Sometimes technical specification is either incomplete or insufficient to explain "end 
purpose of the product" or " exact need of the end -users " which force the purchase 
personnel to evaluate the product or service on the basis of price. This happens in case of 
single envelope procurement.  
If t he Government can adopt Central Procurement system the benefit of bulk buying will 
accrue together with reduced cost of purchase, uniformity in quality standard and better 
support fro m the suppliers. This will also reduce the cost of suppliers' considerably . 
The Government should adhere to decentralize purchase system so that  it will enable local s 
to develop knowledge & skill; cultivate the habit of reasoning & evaluation; develop a se nse 
of ownership & commitment; cultivate to follow best practice & transparency.  
The procurement planning is lacking which can improve fund management, better 
inventory system and refrain from last month purchase. By quantifying all requirements in 
numbers  or man hours and defining them in a time scale can very much be planned to 
develop a scientific and practical procurement planning for HMG.  
The government should make provisions for categoriz ing suppliers as she has been doing 
for civil contractors. This will enforce and regulate quality aspect broadly.   
The quality of product or service can be ensured by conducting proper study & 
understanding, well designed specification, open discussion, suppliers' commitment for 
support after sales, maintaining the de livery schedule and price.  
Pre-qualification and Enlisting of suppliers may create  interest group (cartel)  which leads 
towards monopoly . We should promote open and free competition.  
The technical specification should be generic and should not target  (bias)  any manufacturer 
or product. So far as the word s like  "OR EQUIVALENT"  may be follow after specification . 
The audit report of Office of Auditor General should be accepted by all the stakeholders.  
The communication between buyer and seller are incomplete: b uyer lacks detail information 
on product and seller are unknown about the rules, regulations, procedure of buyer. Both 
are in the state of misunderstanding .  
The price for the same product or service differs from one office to another. This can be 
eliminat ed once officewide database is created.  
Lack of know -how, infrastructure for support, maintenance and training, offices contact the 
manufacturers directly instead of local agents in the country. This adds to cost as well as 
time to recover from failure is high.  
The country does not have cyber law, security measures, network and capability to promote 
e-Commerce in private and government. Once the law will be in its place, rest of the 
development in ICT will follow soon.  
The procedures & practices are differe nt than what have been mentioned in the regulations. 
The provision of 10 percent advantage on price of Nepali product or services over foreign 
has never been materialized.  
The Government and the Suppliers' should develop a partnership relationship for the  
venture. The relationship is noticed at personal level but not on the organizational level.  
International bidding is very smooth in terms of decision, contract, delivery and payment in 
comparison to national bidding. Once the payment gets stuck due to var ious reasons, the 
suppliers' loose interest, return on investment and credibility.  



Donors should come with open mind and change the present practice of buying products of 
the country of donors only. The bid should be open, fair and equal opportunity should  be 
provided to all.  

 

Panel Interaction 
 
The interactions at individual level were quite encouraging. We received many 
inputs and new ideas which were produced later in group discussions. We formed 
groups of like minded people for discussion on matters rel ated to their domain.  

Five groups ð Government; Service Providers; Suppliers; Public Works; and Donor 
Agencies were identified and interactions among the members of each group were 
organized in a cordial environment. The lists of participants of all group s are  
attached in annex -10.1 to annex -10.5 . 
 

The panel discussions were convened at different dates suitable for the group s. The 
chairperson for the group s was selected based on the 
seniority/hierarchy/personality etc.  from among the participants. The papers on 
technical, legal and accounting & auditing aspects of e -Procurement were 
presented by the Experts and Consultants  before the group . The presentations 

were an initiation and beginning of topics for open discussion and interaction 
among all the partici pants. All members in the group actively participated and put 
their perception, inquisitiveness, comments, recommendation, constraints etc. with 
respect of e -Procurement in His majesty's Government. The chairperson also 
expressed his view and the need of e -Procurement in the country. The deliberation 

concluded after the concluding remarks of President, IT Professional Forum. The 
modus operandi was similar for all four  groups.  All deliberations were very 
enlightening, encouraging and thought provoking. The r emarks are consolidated 
and presented herewith.  

 
His Majesty's Government should use electronic media in procurement as soon as possible. 
The value, standard and applicability of older system are diminishing day by day as such 
the government should adopt I CT in her functioning. Prior to implementation of e -
Procurement, a  detailed study should be conducted to ensure the non -failure 
implementation.  
The Government should enact relevant Acts, rules and regulations based on the 
constitution of the country. Impo rtant provisions regarding e -Procurement should be 
incorporated in the draft Public Procurement Act and the Electronic Transaction and Digital 
Signature Act should be enacted by royal ordinance at earliest.  As accounting, auditing, 
procurement and store pl ay a significant role in e -Procurement; the government should 
initiate a coordinated approach to improve all related areas together.  
All expenditure in cash or kind should be incorporated in the annual program and budget 
of the country. This will enhance t he accountability and transparency of utilizing resources.  
The Government should adopt e -Procurement from the central level and then move down to 
regional and grass route level s. The required level of human resources and equipments are 
available. The regul ation should allow two ways of procurement manual Vs electronic  for 
certain time period ( 2 to 3 years ), but a dead line should be fixed for all.  The Government 
should force civil servants and made e -Procurement mandatory.  
The Government should invite donor  agencies to share their experiences in e -Procurement 
and help in its implementation in the country.  
The concepts of e -Procurement are to bring better recording system ; openness in dealing;  
fair -competition ; more accountability and better transparency . The y are some similar to the 
objectives set by CIAA.  
The Government should setup her mind  (commitment) for adopting electronic medium of 
purchasing goods and services and a policy decision should be made by the cabinet and let 
all line ministries should follo w the same.  It will save a huge amount of government revenue 



from spending unnecessarily  and on the other hand will improve the efficiency, productivity 
of employees and utilization of resources . 
The Public -private partnership will be necessary for the dev elopment of infrastructure, 
network, capacity building, security measures and payment mechanism. The Government 
should take initiative by framing related laws, directing her agencies to take part in 
electronic transaction and providing incentives to public  for the use of ICT.  
The regulations, procedure and methods for deciding a bid should be similar in all cases of 
procurement whether financed by HMG own fund or Donor Agencies' fund or 
International/Regional Financial Institutions.  
The biggest question is the "Quality". How e -Procurement systems guarantee quality and its 
inspection? Th is matter has to resolve, b ecause manual system is not successful in 
achieving the level of satisfaction . 
The country requires network of commercial banks with Nepal Rastra Ba nk as well as with 
international banks for quick transfer of payment as well as accepting electronic documents 
relating to Letter of Credit . 
The country can start doing business electronically even in the absence of the law. We can 
not wait and watch the g overnment mood and inaction and spoil our business. Once 
electronic buying is begun the law will follow automatically. It is the activity which will drive 
the society ahead and laws follow afterward to punish the offenders or wrongdoers.  
The development of  human resource is very important for successful implementation of e -
Procurement. Different levels of awareness and training programs should be conducted 
countrywide to educate people, supplier, and civil servants and build their confidence for 
the wide sp read use of ICT. Here the private will help government in delivering the required 
training program as a countrywide campaign.  
There are three way for calling tender ð Newspaper, Trade Journal and Web -based. The 
Web-based is economical, global reach within seconds , catch the information until the bid 
is valid and submission online. It is a hot subject in WTO also.  
The procurement through bid should be based on two envelop es system. This will give high 
opportunity to select quality products or services withou t involving in the vicious circle of 
low quote.  
The Government should start e -Procurement not for all types and for all locations 
simultaneously, rather a ceiling, say purchase of more than 100 thousands rupees should 
be fixed for doing transactions electr onically. Once the confidence is built, the same should 
be replicated at all locations and amounts within a cutoff date.  
The Office of Auditor General can not handle the auditing task effectively  (more workload, 
less employee, increased reporting & analysi s etc)  in time, it is out of the control. Similarly, 
accounting becomes more routine and bulky. In order to keep abreast with the development 
electronic medium should be implemented in government accounting and auditing.  

 

Workshop 
 

A one day workshop on e -Procurement was organized. The workshop was divided in 
two sessions: inaugural and business. Honorable Dr. Shankar Prasad Sharma, 
Vice-chairman, National Planning Commission was the chief guest for inaugural 
session. Honorable Dr. Yub Raj Khatiwada, Membe r National Planning Commission 

was the chief guest of business session. The representative s of all stakeholders ð 
planners;  bureaucrats ; civil servants ; service providers ; business entrepreneurs ; 
representatives of professional institutions, donor agencies , academic institutions, 

corporations and bankers  were present and participate d in the interaction and 
discussion.  

 
The workshop was very fruitful in disseminating the message across large 
community through print and electronic media as well. The importanc e of e-
Procurement pilot project and its value added to the  government was open 
heartedly accepted by the participants.  The National Planning Commission and the 

Ministry of Finance indisputably supported the concept of pilot project and agreed 
that the sam e can be implemented at government offices within the existing rules 



and regulation of the country.  They recommended that in absence of Electronic 
Transaction and Digital Signature Act, Public Procurement Act and other Acts, 
government may immediately impl ement e -Procurement in direct purchase method 

(shopping) . It will have tremendous benefit  on purchasing cost and quality of 

products . By the time the relevant laws will be enforced, the government could 
easily transformed from manual to electronic form of purchase by adopting e -
Procurement in all levels and types of government purchase.  

 

The government is very clear, open and anxious to select the appropriate 
organization within her structure and will decide to implement e -Procurement pilot 
project upon rec eiving the final report from IT  Professional Forum . This assurance 
is of course very much encouraging for all of us who are devoted towards IT led 
development in the country.  We at IT  Professional Forum  felt that our study was 

able to hit the target  and wi ll achieve what we vision .  
 

The full content workshop proceedings and all the papers presented namely "A 
Theme Paper on e -Procurement", "Legal and Financial perspective of e -
Procurement" and "A Pilot Project Concept Paper on e -Procurement in Nepal" 

togeth er with the commentators' opinions and views from Chief guests are included 
in workshop section .  

 

Pilot Project Strategy 

 
The technological and organizational challenges demand phased implementation of 

e-Procurement over the years, it is reasonable to exp ect that the technological 
development will be rapid. As such, Pilot project is expected to play a role as "test 

environment" and "beacons" for the investment. Common general problems would 
be best discussed in working groups with a broad representation wi thin the 
organization.  
 
It is important to know whether or not the activities and measures have the desired 

effect in relation to the defined targets, continuous evaluation of program is 
therefore planned, and extensive final outcomes are compared against investment.  
 
Pilot Project will contribute to the quality assurance of the work being done at the 
strategic level. The purpose of the pilot project is to create awareness of and 

interest in what effects the introduction of e -Procurement in HMG will have on  
organizations' performance. In addition, the pilot project is often a cost -effective 
and safe way of investigating opportunities and problems.  
 
The rationale of the pilot project can be visualized as below:  

 
V Testing new solutions prior to full fledge impl ementation  
V Revealing obstacles of legal, organizational, technological, and human skill  
V Experiencing the effects of e -Procurement on cost, efficiency, productivity, 

knowledge, privacy and security  

 
A generic pilot project concept is developed and the same was presented on the 
workshop for discussion and ratification.  

 



 
 
 

 

 
 
 
 

 
 
 
 
 

 

SECTION    I II  
 

 

 

 

 

 

 

 

 

Issues and Challenges ï Political, Security, 
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Issues and Challenges 
 

The Internet is indeed the most powerful means of delivering government services 

and purchasing goods and services for government consumption electronically. 
However it is not the only or the most appropriate med ium. But it is of course most 
fast, secure, powerful and effective means that the countries whether developed or 
developing are trying to use in their daily transactions. There are some constraints 
ð from the infrastructural to the financial into security and account when 

considering the best strategy for adopting e -Procurement.  
 
A thriving Internet requires complementary telecommunication infrastructure, 
trained technicians, demanding users, and networking and end user equipment, 
but these are not abundant  in Nepal. There are many challenges before the His 

Majestyõs Government which will slow the adoption of ICT in her workings. These 
challenges include: higher costs of ICT introduction due to the scale of public 
organizations, paper documents required for approval, confidentiality of 
information, security and concerns, obsolete laws and regulations, lack of 
understanding and computer skills, difficulties of carrying out organizational 

change, and the nature of public sector financing and procurement practic es. 

 
Information products would seem attractive in Nepal, where roads, transport, post 
and delivery facilities are poor.  On the other hand, the banking and legal system 
must provide for electronic payment and, of course electrical and 

telecommunication in frastructure must be available and reliable. Local and central 
governments are also involved in commercial transactions, and the government has 

an opportunity to lead by example in this area.  The Internet can be used in the e-
Procurement ( tender and fulfi llment process, project management and reporting ). 
These can be both government -business  (G2B) and government -consumer  (G2C) 
transactions, and there are many examples to follow, for example, in local 
government in India or at the national level in the US o r Singapore.  

 

Political 
 
The political environment is unstable because of frequent formation of new 
government  (thirteen cabinets within twelve years)  and change of ministers, 
bureaucrats and high ranking decision makers. The IT Policy is not been 

implemen ted at desired level. The cyber law of the country is drafted and finalized 
but its enactment is uncertain. The challenge today is - How to build and maintain 
strong political support for an initiative that was seen as a technocratic solution, 
with little political payoff?  
 

The HMG should undertake strategic ICT planning ( Nepal has experienced 
commitment in policy document only) and try to achieve within fixed  time period. 

For example UK has UK Online, Singapore has Singapore One and Malaysia has K -
Economy Master plan . Division for Public Administration and Development 

Management of the United Nations concluded a research and study of developing 
countries and come up with the findings: five f actors impeding an Enabling e -
Governance Environment in Developing Countries and global index on e -
Governance Capacity (annex ð 3). According to the global study index, Nepal 's e-
Government capacity index is 0.94 , whereas Global e-Government capacity index is 

1.62 . The minimum e -Government capacity index has a range of 1. 00 to 1.59. The 
Government should look into IT policy document, take initiative towards the 



building infrastructure for ICT, and encourage private, SMEs and their own 
agencies to capitalize Internet opportunities for sustainable growth.  
 

Security 
 
The government is not serious and has not given much importance to the security 
measures. The country faced Cyber attacks on private ISPs which paralyse d 
Internet users including government ministries as well. If timely precautions are 
not made and the provisions for security measures are not incorporated in the 

cyber law,  security incidents such as thefts and espionage of government (financial, 
defence, key sector information of the country) and corporate information and 
illegal access to personal information will  be rampant in the future.  
 

Socio-Cultural  
 
The country is facing shortage of skilled knowledge workers due to the ôbrain drain' 
to more developed countries. There is also a widening gap - digital divide  across 

nations and within nations i.e.  between rura l and urban areas and between the 
younger and older generation. Another challenge is the ôhollowing' of culture, which 
is the erosion of values and ethics through mass global culture pervading the 
Internet and electronic media.  
 

How to deal with the resist ance to change, and the belief that computerization 
means privatization or downsizing? The government should pay more attention 

towards development of human resource and knowledge workers for transferring 
the present economy to a knowledge -based economy.  
 

Content & Application 
 
How to develop a system that would account for the public acceptability and 
usefulness ?   

POPULATION 6 YEARS OF AGE AND OVER BY LITERACY STATUS, SEX  

NEPAL Total  Male  Female  Can't Read & Write  Can Read Only  
Total  Male  Female  Tot al Male  Female  

Total  19255805  9592569  9663236  7654241  2720233  4934008  1133173  574324  558849  
%  100.00  100.00  100.00  39.75  28.36  51.06  5.88  5.99  5.78  

 

POPULATION 6 YEARS OF AGE AND OVER BY LITERACY STATUS, SEX (contd.)  

NEPAL Read & Write  Not Reported  
Total  Male  Female  Total  Male  Female  

Total  10348428  6242957  4105470  119964  55054  64909  
%  53.74  65.08  42.49  0.62  0.57  0.67  

 

Source: Central Bureau of Statistics  

 
Around 40 percen t of population can neither read  nor write, whereas 6 percent can 
read o nly but can not write and remainder 54 percent can read and write. The  rural 

population is about 86 percent compared to 14 percent in urban areas and are 
fully dependent on agriculture and cottage industries. It is one of the challenges for 
the stakeholder s in the country to advocate use of ICT in daily life. Because the 
populace are illiterate, they know their mother tongue or/and Nepali. If the Internet 
service need to be used by the people at urban and rural areas and at school  at 



large , then the develop ment of application and its content should be in local 
language.  The language should not debar the nationals to use ICT rather it should 
promote them to use for increasing their revenue.  Let the ICT reach to the door of 

society not the society read the tec hnology, to help them to use the Internet for the 

larger benefit.  For example countries like Malaysia, Japan, China, Thailand etc 
have made a concerted effort to provide relevant content to technology users 
through a number of specific initiatives.  

 
Intel ligent Intermediaries in Sri Lanka  

 
A joint project between UNESCO, the Ministry of Posts, Telecommunications and the Media, 
the Sri Lanka Broadcasting Corporation, and the Sri Lanka Telecommunication Regulatory 
Commission uses the radio as an interface be tween rural people and the internet. A daily 
one-hour live radio program, in which and announcer and a panel of resource persons 
browse/surf the internet in response to listener requests and questions, has proved able to 
overcome linguistic barriers to int ernet use by non -English speakers. In addition to the live 
program, the Kothmale community radio station is developing a rural database, primarily by 
packaging public domain information often requested by listeners for offline use. The radio 
station also f unctions as a mini -internet service provider by offering internet access points 
at two public libraries located within the radio's target area and running an Internet café at 

the radio station.  

 

 

Organization 
 

A strong organization will be needed to manag e e-Commerce in the public sector. 
The introduction, implementation, operation and expansion of e -Procurement 
system call for cross disciplinary organizational and management support since it 
will in reality result in reengineering of organization, working  of civil servants and 
their outlook.  

 
The Internet in itself will not solve the fundamental challenges but may present 
new opportunities. There will be the need to establish good, coordinated and 
standardized electronic infrastructure and capable human re sources.  
 

The government must invest in reasonable which make it possible to derive and 
demonstrate benefits on a regular basis. The organization should also measure 
these benefits to government, public and private continuously.  
 
The introduction of e -Procurement in the government is a time consuming process 

ð a phase wise  awareness, preparedness, human resource development, 
deployment of technology, services and cutover will be initiated from central to 
regional to district to village levels. The phase wis e implementation may raise gap 
between the plans and achievements as such a strong organization is required to 

manage this.  
 

 

ICT Infrastructure 
 

The IT Policy of Nepal envisages taking Nepal in global IT map of the world within 
2005. In order to achieve t his goal the country should be able to use ICT within the 
country extensively and export software;  ICT enabled services and prove itself to be 

capable of outsourc ing from abroad. It requires strong telecommunication networks  
(optical fibre)  and high band w idth connectivity within the country and abroad. 



Presently, we have around 40 Mb per second Internet band width available. A 
major chunk of international band width is used by native email users to send and 
receive local email which goes via international route. To give the example of 

Malaysia, t he network contains a high -speed link (10 Gb/s network) that connects 

to the Japan, ASEAN, the US and Europe, and is capable of supporting extensive 
public administration, education and business applications. The in tent of the 
superhighway is to provide quality access to global information as quickly and 
easily as possible.  

 
The technology gap of the nations and government and private institutions can be 
solved through a joint venture between Public and Private. The world has shown 
that a public -private partnership will change the country's capabilities in the field 
of ICT.  

 
Public -Private Partnership in India  

 

The state government of Andhra Pradesh in India has developed the eSeva Project 
(www.esevaonline.com ), consisting of 28 community one -stop shops all over the state where citizens 
can pay taxes and utility bills, register births and deaths, and apply for drivers' licenses and 
passports, among other transactions with gov ernment.  
 
The eSeva Centers typically consist of a dozen counters with computer terminals run by clerks who 
can complete online any of the 32  government services available. Customers are spared from going to 
multiple offices to complete simple citizen tra nsactions. This service has spurred usage : currently 
there are 600,000 households availing themselves of this service, in a population of 6 million.  
 
The eSeva Centers are a partnership between government and the private firms, which provide the 
hardware a nd software in return for transaction fees, while government provides the staff. The eSeva 
Centers have been  successful pilot project due t o this partnership, providing for a business model that 

will sustain the operations. While at he same time allowing t he government of Andhra Pradesh to meet 
its objectives of "transparency , Accountability , and  speediness "and  reducing the interface between 
government and citizen. The presence of computer terminals prevents the solicitation of bribes and 

makes corruption more difficult.  

 

 
Economic 
 
How to obtain the resources to develop the system? Globalization has further 
aggravated the existing unequal distribution of wealth and income, creating 
imbalance, leading to polarization. Keeping abreast with the ever -changing ICT 
trends comes with a high cost. Countries which are slow in grasping the 

opportunities provided by the latest technology such as e -Commerce, will be at a 
serious disadvantage.  The Government should create the environment for small 
and medium enterprises  to use ICT in conducting business and go beyond the 
conventional market. The Government should provide administrative as well as 
financial initiative to use and promote Nepali products globally. The example of 

Malaysia is encouraging - Financial incentive s include zero income tax for a period 
of 10 years, R&D grants, and a 100 percent investment tax allowance on new 

investment in the MSC. Non -financial incentives include unrestricted employment 
of foreign knowledge workers, no restrictions on global capita l, and limited 
restrictions on ownership.  

http://www.esevaonline.com/


 
Malaysia's National e -Procurement System - Financing Though BOT  

 
e-Peolehan is a US$ 71 million secure electronic marketplace and e -Procurement service that enables 
the government of Malaysia to purchase goods a nd services over the Internet. This service launched in 
July 199 9, enables end -to-end transactions from direct purchase to request for tender and request for 
quotation to awarding bids. The project is to be completed in three phases over a period of 8 year s with 
development and nationwide roll -out within 34 months involving 4,288 government purchasing 
Centers , 35,000 suppliers and roughly 350,000 products.  
 
e-Perolehan is financed through a build -operate -transfer (BOT)  scheme involving Commerce Dot Com 

Sdn .Bhd, an electronic commerce joint venture company between Puncak Semangat Sdn. Bhd. And 
NTT Data Corporation, Commerce Dot Com Sdn. Bhd. will undertake the total financing of the project 
in exchange for exclusive service operator rights to the Malaysian s upplier community. Suppliers can 
host their products and prices online free of charge, reducing their overhead costs. On the other hand, 
government benefits from a more streamlined procurement process. Other government departments 
throughout the country wi ll be able to access the pricing information online. A minimum e -Perolehan 
transaction fee of 0.8% and a maximum of approx. US$ 2,526.32 will be charged when a sale 
transpires. Through e -Prolehan transaction costs are reduced from US$250 per transaction to  an 
average of US$17. Commerce Dot Com Sdn. Bhd. Estimates that the return on investment (ROI) will 
be around 15% -20% annually. It also expects to recover the investments in the third year of operation 
with revenue  of approx. US$ 13.158 -26.316 million annu ally.  
 
In addition to spur SME development and increase competition the Malaysian Government installed in 
2001 a network of telecenters nationwide to enable smaller -sized suppliers to trade online with all 

government procurement centres. The telecenters lo cated in all state and district capitals will help 
non -IT savvy  suppliers perform online transactions such as submitting registration application, 
providing catalogue details or simply getting connected to the Internet. Suppliers will save up to 50% 

in reg istration costs by  sing the system.  

 
Economic benefits may also be derived from increased accountability and 
transparencies which may greatly reduce the risk of corruption and raise the 
perception of good governance among citizens. Citizen's trust in their  government 

may impact on their willingness to invest, and to pay taxes.  
  

Legal Framework 
 

The development of I CT and ICT enabled services without the parallel development 
of laws can result in abuses and in turn discourage the use of such technologies. 
The use of the Internet has raised a  few concerns and issues namely - Integrity and 
security of information , Legal status of online transactions , Privacy and 

confidentiality of information and  Intellectual property rights  
 
The government should be proactiv e in passing laws such Electronic Transaction 
and Digital Signature Act; Act related to Computer Crime, Multimedia, 
Telemedicine, Personal Data Protection and e -Commerce to name few.  
 

Human Resource  
 

The situation of computer literate or human resource de velopment in the field of 

information technology is much better in Nepal. The history of human resource 
development in the country started in the field of software development and 
hardware maintenance with the deployment of IBM 1401 in 1971.  Since then 
cit izens were trained within the country and abroad. Today the country has world -

class education and training institutes and highly skilled professionals, but also 
self reliance in software and web development, network design, implementation and 
administratio n, GIS and EIS.  

 



The Institute of Engineering (IoE), affiliated to Tribhuvan University, is ranked 3rd 
by Asian Institute of Technology, Bangkok, based on the performance of its 
graduates. While IoE has already produced over 250 ICT graduates, total numbe r 

student intake in the field of information and communication technology  higher 

education in Nepal exceeds 5000 students every year.  Kathmandu University (KU) 
was the first university to offer undergraduate level computer  engineering course in 
Nepal. Ther e are some 50 colleges affiliated to four mainstream universities in the 
country providing IT related undergraduate and post -graduate programs and 

engineering courses such as Bachelor in Computer Engineering (BCE), Bachelor in 
Computer Applications (BCA), Bachelor in Information Management (BIM), and 
Masters in Information and Communication Engineering.  

 
There are hundreds of computer institutes throughout the country, including 

worldwide training centers like New Horizon, NIIT, Aptech, Informatics, etc. A 
prospective student can today choose from among Windows packages, basic 
hardware training, complex programming, and sophisticated network and database 
administration courses.  Courses on most of the international certifications of 
Microsoft, Java, Cisco, e tc. are also available. The biggest success of all is this 

relentless drive ð still gaining momentum - to make IT an integral part of Nepalõs 
education system.  

 
The country has required manpower to drive e -Procurement system in the 
government. However a ve ry skilled human resource may be needed at the initial 
stage for developing security system and network (linkage) infrastructure for short 

period of time.  
 
 

Recommendation 

The recommendations and suggestions are compiled  after having discussion at 
various stages of project ð from individual discussion to group interaction to 
workshop deliberation . Many noted personality in the public, private, trade 
association s, professional association s, donor agencies expressed their experience s, 

observation s and valuabl e suggestions for making the e -Procurement a successful 
venture  in Nepal .  

IT Professional Forum  also sought political and public support through exposure in 

the press outlining the benefits of the initiative in terms of transparency, efficiency, 
and devel opment of the country's e -Procurement capacity. Once the government 
adopts e -Procurement system t he information about procurement operations would 
be available on -line for everyone  (authorized) , at any time, from anywhere, and 
without censorship. All t rans actions also could be traced up to any level making it 

transparent and the database could also be used for study and research.  The 
electronic procurement is not an end rather a means to achieve efficiency and 
transparency. Of course e -Procurement is enrich ing and empowering end users 

with the information , widening the access to the market, creating  newer 
opportunities , generating more employment  and promote the concept of 

decentralization.  
  
1.  The interaction among the policy maker, planners, bureaucrats at 

government panel discussion and at the workshop deliberation unanimously  
recommended that the country can not wait for any longer and stay away 

from the benefits of the Internet technology as such the government must  



without delaying decide and frame  a broa d policy (mind set) for the 
implementation  of e-Procurement in the country  immediately . In order to 
maintain the political momentum and avoid political and bureaucratic 

resistance to the initiative  of building e -Procurement strategy , support 

should be inte nsified  by lobbying political parties, bureaucrats, interest 
groups, private sector advocates, donor countries, business communities 
and service providers.  

 

2.  Equally important are the Acts, Rules and Regulations, Nepal doesnõt have 
all those things in place . The Electronic Transaction and Digital Signature 
Act is at final stage where as Public Procurement Act is at its initial stage. 
The Government should enact  both of the acts, amend  other acts, rules and 
regulations and draft new laws that help augment ele ctronic transaction , on-

line payment, security , safety and protect the interest of buyer s as well as 
seller s.  

 
3.  The Public Procurement Act  that is currently being drafted should 

incorporate provisions relating to electronic publication of sealed or tender 

notice, allow for electronic filing or/and downloading of sealed quotation or 
tender documents and accept  fees for tenders documents or payment for 
purchas ing goods or services electronically . The electronic procurement 
system should be given due importanc e together with the manual system of 
purchase and let the organizations decide  their way of buying  (manual or 

electronic) considering the resources, capacity and capability.  

 
4.  The deliberations with different groups highlighted that a  strong organization 

at  the government should  be considered necessary  to take the responsibility 
for  supporting and managing  all the aspects of electronic p rocurement 

system - regulatory, technical , logistic , infrastructure , human  resources  and 
so on and so forth . Today, the Offi ce of the Financial Controller General has 
the responsibility for maintaining books of account and carrying out proper 
internal control on revenue and expenses at all the offices from local to 
central level of His Majesty's Government.  The government shoul d entrust  

the responsibility of supporting and managing e -Procurement to the Office of 
Financial Comptroller General instead of creating a new organization . This 
will on the one hand decrease the cost of establishing a separate entity  and 
improve the confi dence of civil servants  and on the other will yield much 
better information and reinforce  control mechanism.  

 
5.  The panel discussions and the workshop detailed out the pros and cons of 

phased wise versus single adoption of e -Procurement throughout the 
countr y. Considering the various constraints Nepal have in terms of 
infrastructure, finance, human resources, technology, transportation etc, 

the government should fix a phase wide (operating manual and electronic 
simultaneously or switching to electronic form p rovided required capability 

and capacity are built) basis for adopting the new system by all 
governmental offices together with public enterprises, and all offices where 
the government holds any pecuniary interest should also transform the 

manual system of  buying to electronic system  gradually . Based on the 
experience of the countries that had successfully cutover to e -Procurement 
system, a reasonable time frame should be between three to five years, 
however the manual procurement system should be continued  for sometime 
thereafter.  

 



6.  Some difficult decisions which the government must resolve in order to 
improve its procurement. For example, it is found that government projects 
may be more successful if they are approached step by step  (a gradual 

transformati on to newer system) , rather than making large -scale 

technological changes. However, this could result in compatibility problems 
across the different government departments  which again have to be 
carefully managed . 

 

7.  The training and awareness for the people , especially in the government and 
also in the private sector  is another v ery important component for the 
successful acceptance of e -Procurement . The people who are working in the 
various government (local and central) organizations they should feel that e -
Procurement has number of benefits, it has cost advantage, transparency, 

efficiency and that we should adopt it. The private sector definitely will adopt 
faster because it will have the cost advantage  and efficiency . But in the 
government sector, interven tion will be needed so that the civil servant s 
know  about the advantages and benefits of e -procurement and also the  
management should push for initiating and adopting the new technology.   

 
8.  As a strategy to introduce e -Procurement in public purchase, the 

government should take initiative and introduce it in direct purchase 
because t he existing law does not bar visiting website and making online 
purchases.   Just as one visits a showroom for the purchase of goods or 

invites a construction -contractor or servic e-provider, one can equally visit a 

website owned by any of these to make the procurement. Visit a physical 
showroom or a shop or web -based store;  it's the discretion of the buyer, the 
procuring entity in the government, to bu y from the place of its choice .  

 

9.  The e-Procurement will be used in case of sealed quotation and tender  by 
simple amendment of 'publication of notice' in the existing F inancial 
Administration Regulations  or a provision is included in upcoming Public 
Procurement Act. The notice inviting  sealed quotations or tender can be 
posted in the web -site. Use of web -site can be economical for the government 

notification and also widely accessible in areas where Internet service is 
available.   

 
10.  Submission of electronically filled -out sealed quotatio n or tenders could also 

be made possible, but there's a legal hitch to make it a possibility  today . The 

law requires two things. First, there's a fee for document of sealed quotation 
or tender document. If banks operating government accounts provide 
electr onic banking facility to the government and all other banks in Nepal 
provide Internet banking facilities, then this problem could be eliminated 
without changing the law. But there's another major bottleneck. The law 

requires that both sealed quotation and tender must be submitted in the 
same form purchased f rom the procuring government agency and such form 

should bear the name and seal of the office selling the documents. 
Downloadable tender documents can therefore be of only academic interest 
and of no pra ctical use under the prevailing law. This requires the 

enactment of Electronic Transaction and Digital Signature Act and the 
government should give highest priority in bringing the act in practice by an 
ordinance.  

 
11.  The government should comprehend the role  of private because the country 

will have to invest huge amount of money in building various infrastructure, 



security and safety system, establish organizations etc.  The government 
lacks required amount of money and may be reluctant to proceed further in 
this direction. The developed nations have join hands with the private 

enterprises in establishing the electronic procurement system in their 

respective countries. So why can't Nepal invite private entrepreneurs or Non -
Resident Nepali to form a public -priv ate partnership in order to productively 
establish  and operate e-Procurement system in the country.  

 

12.  It is evenly important for private business enterprises to develop  their 
infrastructure, awareness, business ethics and prepare themselves as 
reliable web -based sellers or service -providers, where the government 's 
agencies can easily buy directly from them if the purchases are below rupees 
one lakh  even today. The government decision to go ahead with the e -

Procurement will eventually benefit  private enterpri ses (small, medium or 
big) by creating newer opportunities, product and market places  as such 
their responsibility increases as well.  

 
13.  There are many basic preconditions  for the successful and full fledge 

accomplishment  of e-Procurement. The country lacks  safe and secure 
infrastructure, Internet band width, intellectual property rights, network, 
payment gateway, delivery mechanism, regulatory organization, judicial 
institutions , other institutions , technology  and so on besides the legislations. 
Therefore, the government should take initiative for a coordinat ed approach 

of all stakeholders - government, private, service providers, donors  countries , 

INGO, NGO and  professionals to make it happen in desired period of time.  
 

14.  Nepal has a very centralized  procureme nt system, and the government is 
trying to decentralize it. The e-procurement will enable the small and 

medium enterprises that did not have access to the market, now they can 
compete on -line. The capacity of local e -Vendors will be developed and they 
will  be in a position to deliver goods and services locally.  

 
15.  In order to encourage people to use technology in availing government 

services, t he e-Procurement system should provide secure and interactive 
electronic forms that can be filled and submitted onli ne or can be 
downloaded, print ed and submit ted  manually. To attract wider people's 
participation in electronic medium the government should encourage  
citizens who submit forms or returns electronically by charging less fees or 

giving financial incentives , so that the benefits (saving time, money) can be 
easily obtained . 

 

16.  The e-Government initiative will place increased emphasis on electronic 
service delivery , information exchange, development project progress 
reporting & review,  and partnerships with munici palities, village 
development committees, district development committees, businesses, 

volunteer organizations, international partners, etc. With the purpose of 
achieving and preparing the country for electronic governance and electronic 
commerce, the gove rnment shall begin public procurement electronically 
which will create the prerequisite for e -Governance.  

 

17.  Without asking questions about  what has been done in other countries, 
Nepal can use the information and communication technology and our 

competitiven ess will definitely improve. So, in the same context, the e -
Procurement will have number of advantages - enhance the effectiveness of 



the purchasing process, reduce in the cost of purchases, create national 
database of buyer and suppliers and make everythi ng highly transparent . 
Hence, the e -Procurement should be initiated and implemented as a pilot 

project in the government office where information and communication 

technology is being used , officials are technology friendly and the benefits 
can easily be t ested, reflected and located.  

 
18.  Upon successful accomplishment of a pilot project, the government should 

replicate the same to other offices as well.  
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Theme Paper on e-Procurement 
 

Rajesh Kumar Shakya  

 

Background 
 
 
The Electronic Procurement is commonly known as  e-Procurement which is a part 
of the information and communications technology revolution that is profoundly 
transforming the way businesses and people conduct their day -to-day activities. 
The e-Procurement is a term used to describe many different forms of e-commerce ð 

to add value or reduce the costs of an organization's procurement operations. The 
e-Procurement is the electronic management of all purchasing activity, often 
starting with low -value, high -volume, non -strategic goods and services that suppo rt 
the business. It is being used at an accelerating rate by businesses and at all levels 
of government in most of the developed countries. The e-Government and e -

Procurement issues are similar in all nations and each country is on its own 
journey based on  unique geography, people, culture, and resources. Comparatively, 
the European Union is aggressively engaged in implementing e -Procurement in all 
levels of government sectors.  

 

A study has revealed that e -Government maturity of any country can be judged o n 
few parameters given below.  

  

i.  Use of the Internet for on -line filing of forms & taxes  

ii.  A government organization that uses the Internet to connect 
employees, suppliers, and customers  

iii.  The use of digital technologies to transform government operations 
in o rder to improve effectiveness, efficiency, and service delivery  

 

Based on the study report of Accenture Inc (Figure1), Canada, Singapore and USA 
are the leaders in terms of maturity in the e -Governance implementation, Japan is 
an emerging performer, and Ma laysia and Italy are still platform builders. The 
developing nations like India, Nepal and other Asian countries are still behind the 
scene.  

 

The research and study conducted by IT Professional Forum with respect of 
Nepalese government reveals that most o f the ministries, departments, project 
offices have got their own websites but they are just publishing limited or 
incomplete information. On the other hand the local government in particular 

Municipalities seems a step ahead. 30% of Municipalities have in formational 

websites and discharging their obligations towards citizens by performing with 
some Government to Citizens (G2C) type of e -Government accepting forms for birth, 
death and marriage registration, citizenship certificate and others online. Some of  
the government projects supported by INGOs and Public Enterprises, Universities, 

and Communities have got their websites but most of them are simply 
disseminating information on their functions, activities and progress.  

 



 

Figure 1 Global E-Government Maturity Level 

 

The global scenario of companies discloses that they spend 36% on an average for 

external purchase of goods and services. According to Benchmark Research Ltd., 
63% of high -performing companies in world wide surveyed in the mo nth of 

May/June 2002 have saved between 10% and 50% with e -Procurement solutions. 
The figure 2 clearly depicts the positive result of e -Procurement on price of goods 
and services, a reduce in cost means a reduction in the sale price and saving at 
national level.  

 

Impact of EImpact of E--ProcurementProcurement

 

 

Figure 2 expected savings from e-Procurement 

 

There are many types of electronic procurement models available and being 
implemented by countries world wide. They are not exclusive rather complementing 

each other. De pending upon the infrastructure, business demand, market 



acceptability and need of a nation, a country can combine different e -Procurement 
models and are in use today. Let us understand in brief each of the e -Procurement 
models.  

e-Procurement Models in use 

 
The business through Internet is conducted in various ways. Each country is 
adopting one of the several methods in electronic procurement. It may be useful to 
begin with a brief overview of all of the four common e -Procurement business 
models that are wi dely in use in the globe.  
 

Buy-side e-Procurement 

Buy -side e -Procurement refers to a buyer employing electronic systems to purchase 
goods and services from contracted suppliers and manage all processes relating to 
those purchases. Purchase transactions are  take place over the Internet, and web 
technology is used to manage the flow of information and transactions throughout 

the organization and its supply chain.  
 
This e -Procurement system can be deployed throughout an organization, giving 
staff the ability to quickly and easily raise purchase requisitions and track their 
progress. The system often incorporates sophisticated workflow technology to 

streamline the process of authorizing the requisition as well as supplier contract 
management, which automates th e process of transforming requisitions into orders 

and expediting them with the suppliers. Besides the facilities explained above, it 
should enforce the use of preferred suppliers and manage many of the financial 
processes such as the reconciliation of sup pliersõ invoices, commitment accounting 

etc. The figure 3 exhibits that a buyer dominates the market and can have more 
than one supplier supplying different commodities and services.  

 
 
 
 
 
 
 
 
 
 
 

Figure 3 Buy side e-procurement Model 

 
Some of the benefits to the buyers and sellers of Buy -side e -Procurement business 
solutions are given below.  

 
i.  The elimination of administrative costs  
ii.  Reduced purchase cycle times  
iii.  Better stock management  
iv.  Greater company -wide productivity  

v. Reduced internal and supplier errors  
vi.  The ability to manage procurement strategically in accordance with 

the wider business objectives.  
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Sell-side e-Procurement 

Sell -side e -Procurement  describes how one supplier or distributor sells to a number 
of buying organizations using electronic systems. The  Seller may not often use e -

commerce technology in selling the goods and services. Although the model is 
sometimes referred to as e -Procurement but is more correctly be referred to as ôe-
salesõ. This model does not provide real means of controlling the buying process 
other than a simplified means of placing a supplier specific purchase order as 
compared with other models.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 4 Sell-side e-Procurement Model 

 
The Sell -side-e-Procurement model is driven by the supplie r as shown in the figure 
4 above ð one supplier selling the same goods and services to many buyers. This 
model is playing a significant part in Business -to-Business (B2B) type of e -
commerce. Many suppliers are taking advantage of the low cost of selling ov er the 

web and they offer their products at dramatically reduced price, which in turn 
make the web an attractive place for buyers to shop.  
 

Marketplaces Model 

The marketplace model brings together many different buying and selling 

organizations in one tra ding community. This model can be compared with the 
existing common market place where buyers visit sellers' shops and make 
purchase. It is most popular e -Procurement marketplace and currently several 
thousand independent marketplaces are in operation in t he world and their 
number is growing day by day.  

 
The marketplace model is most useful in very specific vertical sectors (specific 

products and services), perhaps with a limited number of buyers and suppliers. 
The automotive industry is one example of wher e the marketplace model has been 
put to good effect, the wine industry is another. Marketplaces defeat the very 

essence of the Internet because it can not eliminate the similar concept of 
middleman in traditional selling. Like middlemen, the marketplace mu st add 
significant value to the supply chain for it to be worthwhile (figure 5). This model 
assumes that price is the only major factor in the decision -making process. They 
prevent the procurement professional from forming any meaningful relationship 
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with their suppliers, which is often critical to the procurement process in order to 
be sure of supplier performance in other critical factors such as quality, delivery, 
and response times and so on.  
 

 
 

Figure 5 Marketplace  Business Model 

 
The Marketplaces do  have many benefits to offer but they must not be restrictive 
and allow other models to join with them. The Marketplace model should be 
combined with intelligent Buy -side-e-Procurement systems in order to represent a 

viable business model and add value to the buying process. During 2001, 

marketplaces were forced to prove their value ð this led to a shake -up and many 
weaker players simply disappeared.  
 

Auctions and Reverse Auctions e-Procurement Model 

An auction is a competition among many buyers, each buyi ng organization is try to 
offer higher price than its competitors. The auction e -Procurement model is 
commonly used in bidding one type of product such as raw materials, computer 

equipments, oil & gas and so on and so forth. This is becoming increasingly 
popular among the procurement professionals who are responsible for buying large 
volumes of one particular item from the market.  
  
On the other hand a reverse auction is defined in two ways. First, a  reverse auction 

is where the procurement professional auc tions off unwanted or surplus stock to 
other buyers. This represents an excellent means of disposing off what is often a 
major unnecessary material that is a cost burden to the organizations. Second, a 
reverse auction is like an Internet Invitation to Tend er. It is where the buyer states 
the requirements using a specialist reverse auction portal or on his own companyõs 

Internet or extranet site, and potential suppliers bid for the business.  

 
The auction and reverse auction through Internet is still remainin g in their infancy, 
but they will almost certainly play a major role in Business -to-Business 
procurement in years to come. Any organization involved in the procurement of 

large quantities of goods should explore the auction possibilities in their own 
marke t sector. Auctions, similar to marketplace model shall be combined with 
intelligent procurement management systems to be successful.  
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During the several interactions with government officials and private 
entrepreneurs, IT Professional Forum explored the po ssibility of implementing e -
Procurement in the government offices. We are detailing the e -Procurement 

scenario in general and in Nepalese government in particular in the following 

paragraphs.  
 

Government ï the prime buyer 

 
The His Majesty's Government is o ne of the largest buyers for the procurements of 
goods, services and works in the country. The state is run by the government 
through the central secretariats with the large decentralized organizational 
structures at local levels. The decision making proce sses is purely on paper -based 
having complex bureaucratic internal practices. All organizational hierarchy from 

central to local spend huge amount of money on purchase without proper 
information on product, price, quality; lack coordination among themselve s and 
loose control over the procurement procedures. In order to overcome the existing 
paper based problems and inefficiency, e -Procurement is the emerging alternative.  
 

In simple words, e -Procurement is the purchasing of goods and services using the 
Inte rnet and it covers full life cycle of purchasing (requisition to receipt of goods to 
making payment). It connects buyers and seller through electronic exchange of 
catalogs, contracts, purchase orders, Invoices etc. As discussed earlier about the 
different business models, it includes variety of modus operandi such as Request 

for Proposals (RFPs), Quotes, Auctions and Reverse Auctions for any procurement. 
The e-Procurement will able to create central national suppliers and buyers 
database once it starts. The  most important factor for the government and business 
community is the information dissemination to larger community, whether it is 
government information to community or the business information disseminated to 

the government and community.   
 
Some stake holders consider stock control to be an essential part of an e -
Procurement strategy, and the level of procurement related functionality offered by 
different solutions varies from one to the next. e -Procurement business model will 

give greater management co ntrol and ultimately bring transparency in all stages of 
government procurement processes.  

 
The activities associated with e -Governance and e -Business within the frame of the 
government hierarchy is elaborated in Figure 6.  The e -Business is divided into 
Electronic Service Delivery - where the government is delivering her services 
towards people through electronic medium, and Electronic Procurement ð where 

the government is buying various kinds of products, services through contract, 
tender, trading and mak ing payment for all purchases.  
 

 
 
 



Figure 6  Overview of Government Business Architecture 

 
Procurement model Selection 
 
Selecting the appropriate model for the government is not a big task. In our case, 

considering the nature of government business of de livery of services to the people 
and purchase of commodities and services for proper functioning, Marketplace 
model with Auction and Reverse Auction as explained in the previous section may 
be the best solution. The relationship of Government -to-Business ( G2B) is best 
known as e -Procurement - the use of on -line technology to enable government 

agencies to buy or otherwise acquire goods and services. In its ideal form, e -
Procurement can streamline the very labor -intensive procedures and processes by 
which goo ds and services are sought after negotiated and eventually procured by 

the government.  
 

The Financial Administration Rules of the country allows the procurement 
personnel to follow different procedures for buying goods and services depending 
upon the amou nt of purchase. Purchases up to rupees one hundred thousands can 
be made directly from the shop, more than one hundred thousand and unto one 
million can be made by calling three sealed quotations and over one million can be 

made by calling tender.  Traditio nally, government entities have two major 
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procurement processes in the case of tender; they are Competitive Sealed Bid (CSB) 
and Competitive Sealed Proposals, also known as Request for Proposal (RFP).  
In the Competitive Sealed Bid process, the government p ublicly solicits sealed bids. 

The bidding is either open to the general vendors or limited to pre -qualified vendors 

known to sell a particular product or offer a specific service. The bids are opened 
and awarded to the lowest and responsive bidder. A respo nsive bidder is one whose 
bid conformed to the terms and conditions set out by the government in its 
solicitation. There is usually little or no room for discretion by the government in 

making an award pursuant to a Competitive Sealed Bid.  

Through the Requ est for Proposal process, vendors are asked to respond with a 
proposal equipped with a detailed process or design, and a competitive price. A 
Request for Proposal differs substantially from a Competitive Sealed Bid in the fact 
that the government has enorm ous discretion in making the award. From the time 

the solicitation is issued and a proposal is received by the government, and prior to 
any award being made to a qualified vendor, the government is able to hold 
discussions about the proposals received from  bidders, ask for formal 
presentations where vendors are invited to further explain a proposal, and where 
vendors are often asked to make a "best and final offer" on and above their initial 

proposal.  

The schematic diagram is drawn which clarifies the proce ss for the government to 
prepare the tender documents and the suppliers to file their respective bids 
through Internet (figure 7) below.  

 

 

Figure 7 Overview of e-Procurement Process 

With the help of technology the government can improve and streamline 
complicated practices and labor -intensive nature of the procurement and make 
them simple and more productive. Vendors can cut down various costs such as 

production, operation, transaction, administration etc by conducting business 
through In ternet and achieve efficiency and pass on the savings to the buyers. 



Further they enable buying agencies to find high quality goods at reduced costs in 
a win -win situation.  

Another form of e -Procurement that is taking prominence is the Internet based 

conc ept of Reverse Auction with Marketplace model. In Reverse Auction, the 
government will advertise on -line, either through its own web site or on a third 
party host site for the need for a particular product or service. A time will be set for 
vendors to sign  onto the site and engage in an auction where they present to the 
government their lowest bids for the product or service. Vendors are made aware of 

their competitors' bids and are given the opportunity to amend their bid in order to 
beat the lowest availa ble price offered to the government. On -line reverse auctions 
are a fast, easy way for the government to obtain quality products while inducing 
competition permits the government to achieve the lowest possible bid. Reverse 
Auctions are most often used in p lace of competitive sealed bids.  

 

Government-to-Business Marketplace Model 

An overview of the Government -to-Business marketplace model is presented in 
figure 8 below. In the G2B model, there are suppliers within the market place and 
outside the market plac e and they are generally registered in the government 
agencies as a short listed service providers or vendors at the same time the buyers' 
profile will also be in the market place. The tender is published and the message is 

send across all the suppliers wh o are registered for such category of supplies. The 
process of bidding continued until the contract is awarded and the total business 

process is completed. The financial management information system just informs 
the ordered of the pay to the transactional  bank. And bank of the supplier will be 
paid. And the supplier will give the statement about the payment. Here the 

payment mechanism is shown in depth because it is one of the problem in both 
traditional and electronic purchase system.  
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Figure 8 Governments to Business Marketplace Model 



Accordingly, before moving down the e -Procurement route government needs to 
have a clear understanding of how to introduce it in a way that positively 
contributes to both their business object ives and the expectations of their local 

communities. A critical requirement for the government is to understand the 

business processes and technical issues they will need to deal with if they move to 
online purchasing. e -Procurement can involve much more than just an electronic 
interface between a buyer and sellers. The whole purchasing and inventory 
management process needs to be analyzed to maximize the opportunities made 

possible by the new purchasing process and evaluate the e -Procurement value to 
government procurement. The figure 9 exhibits the procurement activities 
compared against traditional purchase issues and value added by e -Procurement.  
 

 

 
 

Figure 9 e-Procurement Values to Government Procurement 

 
Marketplace Deliverables 
 
The e-Procurement system generates much information which is necessary for 
record keeping & auditing, follows up and provides tools for planning, analysis and 

monitoring. Initially, the e -Procurement marketplace system will serve as the 
official system to a dvertise and distribute specifications for public bidding 
opportunities by the government of Nepal and other Government Agencies. The e -

Procurement marketplace system also contains information related to doing 
business with the government such as rules and  regulations, press releases, a 

directory of government agencies and contacts, planned and historical agency 
procurement, bid matching for suppliers, potential competitors, winning bidders, 
and a frequently asked questions section. In the future the system  will be extended 
to support other aspects of the procurement process including direct purchases, 
bid submissions, central accreditation and payments.  



The pilot design should facilitate better communication, greater transparency, and 
better supply chain m anagement. In addition, the platform should be expandable, 
with the potential to become the single portal for doing business with the 

government. Some of the services that can be available to buyers, suppliers and 

general public are given below.  

 Public acc ess through Internet  
 One time registration of Buyers and Suppliers  
 Tender Announcement, Download Documents, Drawings & Award  

 Electronic Bidding & Quoting  
 Advance Notification of contract and opportunities to Suppliers  
 Secured transaction  
 Payment gateway  
 Public and Private Messaging system  

 Search matching contracts and offers  
 Access to Price Reference for Assessment of Procurement  
 Supplies & Service Catalogue  
 Government policies, Laws relating to Procurement and other 

information and notifications  

 Total b usiness tool with Contract management and other back -office 
management solution  

 
Besides the services delivered by the marketplace as explained above there are 
many benefits to the buyer and seller and they are described below.  

 

Benefits  

 
The e-Procureme nt will enhance transparency in government procurement since all 
transactions are recorded, accounted and provided online. Full information of the 
bid, evaluation criteria & procedure, winning bidder, reason for the award and the 

contract amount will all b e accessible through the e -Procurement Marketplace 
System. In addition, the electronic catalog, which provides information on the pre -
approved cost of commonly used items, will help government accountants and 
auditors check that supplies purchased by a gov ernment agency are not grossly 
over-priced. E-procurement offers a very quick and simple means of raising a 

requisition using an electronic form, which is then automatically routed to the 
various authorizers and then either to the procurement department fo r conversion 
into an order, the stores for conversion into a stock issue, or directly to the supplier 
where a preferred supplier exists and a contract is in place. In many medium to 
large organizations, the saved time and effort can equate to thousands of man -

hours every year. An e -procurement solution stores all data in one central database 
and enables automated matching and simple mismatch reconciliation. No 
paperwork is involved and a supplierõs invoice can be matched and authorized in 
minutes, rather th an weeks. A proper e -procurement solution will automate the 

accruals reporting process as well as virtually any other information needs arising 

from procurement, freeing the buyers to focus on procurement and providing 
finance with as much analysis and for ecasting as required.  



 
Function Traditional Process E-procurement  

Requisition Generation 65.77 29.2 

Requisition Distribution 6.05 0.0 

Order Generation 9.87 1.5 

Order Distribution 0.87 0.0 

Expediting 0.91 0.3 

Goods Receipt 3.83 1.5 

Invoice Processing 9.40 0.7 

Material 3.31 0.0 

TOTAL 100.0 33.2 

 
The above table, taken from a report by Warwick Business School, highlights the 

administrative costs of a traditional procurement system compared with the costs 
of e-procurement (using the manual system co sts as the base index (= 100))  

 

Government 

Some of the significant benefits are enumerated as follows.  

V Improved and online database  
V Elimination of Administrative costs  

V Significant Cost reduction in purchase process  
V Reduced Errors vs. Phone, fax, mail  
V Reduc ed order cycle time  
V Real-time order status  

V Increased information on suppliers and buyers  

V Effective Monitoring  
V Improved Contract Compliance  
V Reduced prices through increased Purchasing leverage and 

aggregation of demand  
V Proper procurement planning and Lower  stock costs  

Suppliers 

 
V Enhance Market Visibility & Access  
V Publish Once & Sell to Many  

V Increases Sales Productivity with 24 hours and 7 days Digital Sales 
Agents  

V Reduces Administrative Costs & transaction costs  
V Fast receipt of orders  
V Increased accuracy of orders  

V Real-time order status information  
V Automated Order Management  
V Reduced time for receiving payment  
V Decreased Operating cost  

 



Security ï a must 
 
It is quite easier for Government to conduct purchase electronically through 
Internet. But there is a big gest problem in doing business online. Every piece of 

information is important from buyer's as well as seller's point of view. Neither buyer 
nor seller wants to disclose the information to any person other than the one for 
whom the information has been sen t. As such security is the major concern for any 
one doing business over the Internet and this applies in Nepal as well. The e -
Government and all electronic business transactions require trust that buyers, 

sellers and public can accept that they are workin g in a private, confidential and 
most secure environment. The security is a primary concern and is a must for 
carrying out business through net.  
 
The information and communication technology has developed various 

methodologies for securing electronic trans actions. Among them Digital signatures 
provide strong authentication while Encryption protects integrity of content against 
interception.  In order to consider confidence of doing business online, four major 
things as given below, need to be secured  
  

Privacy 
The e-Procurement model must assure that privacy is maintained while 
exchanging documents between buyer and Supplier across the web. No 
other person(s) can get access to them.  

 
Authenticity 
The system must promise the identity and authenticity of the s ender and 
recipient of documents and payments.  
 
Integrity 
The system must guarantee on the integrity of the document content when 
exchanged across the web.  
 
Non- repudiation 
Neither the buyer nor the supplier should in a position to deny that they had 

not delivered or make payment.  
 
The figure 10 illustrates the different types of securities that are required to build 
and operate e -Procurement system in a country. Some security measures are 
protecting the physical materials while others protect the networ k, logical 

component and databases.  

 



 
Figure 10 Security Overview 

 
Challenges and Opportunities 
 

The e-Procurement is a very new concept developing in Nepal and might take 
sometime before it gets mature. Of course there are many chal lenges ahead in the 
process of building, operating and implementation of e -Procurement. The 
successful outcome will improve the country's competitiveness, open new avenues 
and opportunities for public and private within and outside the country and its 

fail ure may set back developmental activities. Hence the challenges should very 
vigilantly manage so that the success should appear in time.  
 
There are many challenges ahead for the success implementation e -Procurement in 
His Majesty's Government of Nepal. It  requires strong leadership and existing top -

down approach is critical for this. Besides that there are many issues like difficulty 
in recruiting, retaining, and training of in -demand technical and business skills, 
digital divide in all levels, extremely l arge pool of heterogeneous data and 
fragmented service delivery system. Traditional budget process makes funding of 

cross agency projects difficult. Another major challenge is the commitment to the 
business model and approach chosen to roll -out. None of th ese components 
necessarily require the automating of anything but involve the detailed scrutiny of 
the way business is currently conducted and the things that may need to be 

considered in terms of moving towards an automated system. The important issue 

is to focus on procurement process improvement before automating anything.  The 
utmost considerable challenges for the success of e -Procurement are as follows.  
 

 Organizational support  
 Supplier Management  

 Integration to Legacy Systems  
 Security and data sharing  
 Buyer adoption  



How does Nepal get there? 
 

For the country like Nepal, where most of the global achievements are introduced 

much delayed, we can think of implementing e -Procurement in phases only.  The 
proper infrastructure development and planning the roa dmap of activities during 
and after transition period may take to the destination without loss of time and 
resources. The country needs to accommodate many changes at various places and 

build new approaches as well. Some of the fundamental changeovers are described 
hereunder.  
 
It is difficult at this stage to identify the transition period but a careful planning for 
transformation to the e -Procurement relies heavily on the use of the Internet and 

other electronic methods to communicate and deliver services by government 
offices. One of the purposes of e -Procurement is to streamline the purchasing flow 
and associated approvals. Government Agencies should take this opportunity to re-
evaluate and update their business processes  and streamline their approval 
pro cedures.  

 
Many commodities are similar in look and size but they may differ in quality and 
price. The buyer could not get access to the commodities physically while selecting 
through Internet, it is very important for manufacturer or suppliers or buyers to 
identify the specific commodity by its identification. It is one of the biggest tasks 

before the manufactures and suppliers and such codes should also be brought to 
the knowledge of the buyers before we move towards e -Procurement. Thus, 

codification of materials should be standardized for proper product identification in 
marketplace.  Of the many kinds of marketplace model account for in previous 
sections the government should define, identify and build the right model in the 

country by public or Private  or  Public Private Partnership.  
 
It has been important for the government to understand that the e -Procurement 
Marketplace System is a business solution and not simply a technology solution. 
Increased efficiency and business transactions will not material ize with the 

establishment of the e -Procurement Marketplace System if the government does 
not improve its overall operations --  including delivery time, quality of products, 
cost reduction and accounting procedures. Initial steps should be taken to address  
these issues, however, considerable resources and efforts are still needed to move 
the system forward. As an infrastructure to the Internet based business in Nepal, 

there are few concerns, which should be urgently addressed, worked out and 
implemented:  
 

 Ratification of Digital Signature and e -Procurement Act and 
amendments in many other related acts  

 Government should prepare Security Infrastructure plan  
 Inter -connectivity among government agencies  
 Considerably high speed Broad -band internet availability  

 Payment Gateway and Payment Cards issuance  
 Marketplace development and Content development plan in National 

languages and English language  
 Online marketplace Monitoring and Dispute Management plan  
 Training for government and suppliers on new culture of doing  

business  
 Incentive plans for Vendors using online method of doing business  

 



The Government commitment  is very important for implementing e -Procuremen t at 
all levels of its operations. In order to establish and operate e -Procurement in the 
government min istries, department, and offices and at local levels the government 

needs to approve the vision, strategy and set objectives and define plan of actions. 

We have trying to illustrate on these aspects in the following sections and will be a 
guiding line for government to draw a realistic approach for the implementation of 
e-Procurement.  

e-Procurement: Vision  
 

1.  For the employees in government agencies, e -Procurement must be easy, 
secure and user friendly. The system will need to integrate with the agencyõs 
other systems to enable ôreal timeõ financial and transaction management of 
procurement expenditure. The system should be made available to all agency 
employees with procurement responsibilities, and should be accessed using 

internet/intranet technology o n any PC/Thin Client in their place of work. The 
ôuserõ should have controlled access to the system on the basis of personal 
password.  

 
2.  The content of the system should be based on user requirements and need to 

be flexible enough to allow for emergency  purchasing and ôspotõ purchases 
where appropriate. National language and English languages can be used for 
the content development.  

 
3.  Where it is possible, the content should appear as one catalogue to the user 

and they will select the items/services they wish to purchase directly from the 
screen with details of the product/services and conditions. The user should be 
notified of the availability and delivery date and the supplier/contractor will 
then meet the order directly.  

 

4.  All procurement throug h the Corporate System should be subject to the 
appropriate consultation with the Agency's Internal Audit. This would include 
checks to ensure compliance with government legislation; Financial 
Regulations, Best Value Procurement Strategy & Policy and prote ction of the 
Agency's interest by the use of appropriate terms and conditions.  

e-Procurement: Strategy 

Lack of transparency in government procurement has been a systemic problem in 
Nepal. In addition, inefficiency due to manual and paper -driven procurement  
processes has resulted in poor service and low sales volume. The study by IT 
Professional Forum found that establishing an e -Procurement System could help 
improve transparency, efficiency, and value for money in government procurement. 

Stakeholders (gover nment agencies and suppliers) showed their support for the e -
Procurement concept. The government should capitalize this concept and 
encourage community to go in the direction of e -Procurement.  

The strategy should recognize that there are elements of risk , which are 
unavoidable. If the full benefits of e -Procurement are to be realized it should be 

managed very cautiously. The implementation of the e -Procurement Strategy will 
face a number of potential barriers and challenges. To help the change processes 
take place, key areas of concern have been identified and ways to address those 
potential issues noted.  
 



The Action Plan relating to the e -Procurement Strategy is to be developed and 
continually reviewed in light of the progress and developments in informat ion 
communication technology and the potential future issues within government 

agencies and suppliers.  

 
The expectations of the e -Procurement Strategy must be approached with extreme 
care, otherwise a great deal of time and resources could be committed for  very little 
gain. The agency's options and opportunities for e -Procurement must be kept 

realistic, it must focus on practical and achievable options that will give the added 
value in terms of increased efficiency and effectiveness whilst minimizing the ri sk to 
the agencies.  
 

e-Procurement: Objectives 
 
1.  The intention of the Agency should be, to make the best use of information 

communication and technology to reduce the cost of the procurement process 
for both the agencies and its suppliers and contractors . 

 
2.  The areas of anticipated savings/benefits relate to the followings  

2.1  Reduced procurement costs  

2.2  Consolidation of buying/purchasing power;  
2.3  Reduced ôoff contractõ purchasing; 
2.4  Automated transaction process thereby releasing employee time;  
2.5  Increased control of corporate spending (provides real time 

commitment against budget or available funds. Also instant updating 

of financial reports);  
2.6  Improved management information;  
2.7  Improved key supplier relationship;  
2.8  Improved supply chain management ; 
2.9  Reduction in ômanualõ invoice volumes; 

2.10  Replacement of paper based purchase orders;  
2.11  Reduced central support services costs;  

 
3.  The prime cost savings would derive from the followings  

3.1  Reduced procurement costs;  

3.2  Employee salaries;  
3.3  Telephone call charges e .g. orders, quotes, queries etc;  
3.4  Purchase order delivery e.g. stationery, postage stamps or fax costs;  
3.5  Capita charges per invoice processed;  
3.6  Bank charges per check payment.  

 
4.  The main efficiencies would derive from:  

4.1  Online procurement;  
4.2  Employee time;  
4.3  Speed of the procurement process.  

 
5.  The Government Agency needs to measure the success of the e -Procurement 

strategy in tangible terms. This means setting Key Performance Indicators.  
 

Key to Success 
 
The implementation of the e -Procurement will face a num ber of potential barriers 
and challenges from within the government organization to outside world. At the 



outset, it is important to recognize that resistance will be elevated from among 
bureaucrats and they will be quite slower to accept change. To help t he change 
process take place, other key areas of concern have been identified as below, where 

the government should focus from the planning phase.  

 
 Supplier adoption ð There is a need to get the suppliers on board. Not 
all suppliers have access to PCõs or web-enabled.  

 Supplier not ready for Purchase Cards;  

 Corporate Agency Adoption ð e-Procurement must feature in the 
Agencyõs Corporate and Service Development Plans. 

 Change Management ð Key to the success is training, communication 
and resources.  

 Technical I ntegration ð There is still a lack of universal standards 

(though getting nearer) for e -Procurement systems.  
 Culture within the Agency ð A team approach is required and a ôCan 
Doõ attitude must underpin the program.  

 Legal issues around accepting tender el ectronically ð for example, 
electronic signatures.  

 The extent of savings achievable through e -Procurement.  
 Impact of e -Procurement on SMEõs and local economy. 

 
However a unified effort of all stakeholders will avert the failure by addressing the 
above is sues timely and promoting the following activities promptly.  

 

V Actively involve all major stakeholders engaged in e -Procurement;  
V Actively collaborate with suppliers, partners and purchasing 

consortia;  
V Processes must be ôre ð engineeredõ not simply replicated;  

V All Service Units and systems must be included (not just selective 
parts);  

V Make e -Procurement ôevolutionaryõ not ôrevolutionaryõ; 
V Implementation must be continuous;  
V Keep it simple ð avoid trying to do too much too soon.  

 

The safest approach to adopting a new technology with a steep learning and 

adoption curve is to take small steps with activities that are manageable within 
relatively short timeframe. This allows greater flexibility for tailor -fitting the system 
and formulating a long -term strategy based  on the actual experience of the 
organization and feedback from the clients. When it comes to choosing a technology 
or system, there is no need to reinvent the wheel. Customization of an existing 

system is often much easier. It is very important to know th at e -Procurement 
without an underlying foundation of strategic sourcing only lets you buy the wrong 
thing from the wrong supplier at the wrong price at lightning speed. Therefore it 
can be demonstrated that the government should take a careful approach in 
making decision to go ahead with electronic procurement system in Nepal.  

 
Marketplace System Requirements 
 
We are presenting below the potential system requirements for e -Procurement, 
once the government decides to build and operate e -Procurement marketpla ce 

system in Nepal. This is not the exhaustive list rather a brief one to give fair idea 
what the basic needs are.  
 



1.  Security user log -on and password should be necessary once only in 
order to access the e -Procurement system, suppliers and any 
approved purc hasing method.  

2.  Easy to use system where employees can select supplies and services 

from on -line catalogues, place orders directly with suppliers, and with 
integrated approval by budget holders.  

3.  Seamless ability to exchange business documents with suppliers  
(including quotes, tenders, purchase orders, goods receipt notes 

invoices).  
4.  Provide maximum use with the minimum training.  
5.  Access should be controlled to those suppliers that have been 

previously approved, and hence prevent ôoff-marketõ purchasing. 
6.  Abilit y to take a single view of multiple suppliers and their catalogues 

for comparing products and prices.  
7.  The system should be comprehensive, fully integrated, and scaleable 

with potentially unlimited users and be modular to enable phased 
implementation.  

8.  The system must be able to deal with multi -currency.  

9.  The system must be secure and provide comprehensive audit trails.  
10.  During the potential implementation phase, and adoption by 

suppliers, it should be possible to print out documentation for 
transmission by FAX  to suppliers that are not able to receive them 
directly from the e -Procurement system.  

11.  Government should set up a Customer Service Area and create an E -

Procurement Marketplace System Division to assist and answer 
queries from government agencies and supp liers. Some public 
terminals should be set up to provide access to E -Procurement 
Marketplace System Division for those who do not have a computer or 

Internet connection. Still, the issue of accessibility will continue to be 
a challenge in broadening the ba se for the E -Procurement 
Marketplace System Division.  

 
A strong e -Procurement organization should be formed or designated to one of the 

organization which should be the highest governing body for government 
procurement. This organization will need involve with the e -Procurement 
Marketplace System long -term planning & policy designing, deploying human 
resources, infrastructure and technology, framing rules and regulations, managing 
the marketplace, bringing awareness' and conducting different levels of train ings 

and encouraging implementation to ensure the system becomes the central portal 
for government procurement.  

 
Pilot project 
 
In order to assist government agencies work through e -Procurement issues, a pilot 

project is scoped by IT Professional Forum.  Upon the decision of the government, 

the e -Procurement project office shall be planned, designed, implemented and 
monitored and its success will be replicated to other government offices in due 
course of time. The pilot project will test all the hypothesis , infrastructure, security 
and network constraints as well as facilities and will produce actual result which 
enable all stakeholders to put forward the resources for using information and 

communication technology in the economic development of the country .  
 



Comment on "Theme paper on e-procurement" 

Manohar K. Bhattarai  

 
The paper  touched upon all the aspects of e -Procurement. I think the objective of 
this theme paper is to ensure the new concept is brought before  the bureaucracy, 
the government and the p ublic sector . Some key issues and challenges are brought 

into discussion which needs to be addressed in order to go for full fledge 
implementation  of e-procurement .  
 
Since we are talking about the e -Procurement in the context of HMG of Nepal, I 
think it w ould be better if it is more tailored to our specific work settings, 

bureaucratic settings and our ground reality. I think e -governance will go side by 
side to e-Procurement. So, we must also be working on that arena. The 
procurement currently has been cha racterized by a set of procedures, practices and 
the legal framework  and this obviously need some work on the policy arena as well. 
We have unique bid submission system by the contractor - there are half a dozens 

seal marks, and 15, 16 signatures on envelop  and it is a very bureaucratic process 
at the moment. So, obviously there is a need to work on the policy front to 
streamline that process before you talk about application of technology and 
implementation of e -Procurement. In case of the e -procurement it has been the 
ability to aggregate the demand so that you can create an economy of scale and 

negotiate accordingly and get better price for your goods  or services .  
 

Currently UNDP is taking initiatives that are working in narrowing down the digital 
divide so we are establishing what we call tele -centers even to remote areas of 
Nepal. We have selected couple of VDCõs, His Majesties Government has also 

embarked in similar initiatives so things are improving but then again there are 
problems in terms of bandwi dth, other legal procedure, and rural infrastructure 
and as such these issues must also be fully addressed.  
 
The theme paper has envisaged realistic time line for implementing e -Procurement 

from beginning of 2005. If everything is ok, and of course there are lots of 
externalities if are taken care would yield the result in positive direction.  



Legal & Financial Perspective of e-Procurement 
  

K. K. Singh  
Satish K. Kharel  

 

1. Introduction 
 

Organizations whether Government, Government owned establishments and 

Private sector undertakings prepare their annual plans after intensive study. In 
these plans huge resources are allocated for the developmental and regular 
activities. While performing these activities, procurement comes into picture 
and plays a very pivotal  role. In many such organizations procurement function 
is entrusted to a separate unit manned with knowledgeable personnel and 

suitable equipment. Despite these arrangements, procurement yet remains the 
most problematic area of the management.  

Before 1948  most of the procurement of goods and services for government was 
regulated by standing orders. Such provisions were contending in various 
Sawals  (orders) like Madhesh Mal Sawal  and Pahad Mal Swal . Even at that time 

most of corruption cases were related to  various types of procurement for 
government. Still the old aged people remember government officials, alleged for 
corruption, being carried to Kathmandu for investigation and trial locked within 
a bamboo cage. In the year 2020 BS (1963) a statute to regul ate all kind of 

governmental procurement was enacted. The Act was named ' Sarkari Rakam 
Tatha Thekka Bandobasta Ain'  (Governmental Finance and Contract 
Management Act). The Act was the fundamental law to regulate governmental 

procurement till enactment of  ' Financial Procedure Act'.  

 

2.  Government Procurement System  
 

Government procurement basically constitutes (a) Procurement of goods (i) 
Fixed assets - like machinery, equipment, vehicle, land and building etc (ii) 
Consumable materials - such as station ery, spare parts, materials required for 
repair maintenance, internal security, defence purpose, research and 
development, education, health care, agriculture, public utilities etc. and (b) 

Procurement of services such as Consultancy services, Construction  works, 
Transport services, Lease - operating lease like -land, building, machinery, 
equipment, etc., Transfer of technology, know -how.  

 
The volume and size of government procurement activities alone is very large to 

be quantified but presumably in terms of money in annual budgetary outlay for 
the fiscal year 2059/60 could be estimated around 30 to 40 billion Nepali 
rupees.  

 
2.1  Procurement Act and Regulations  - Procurement procedures have 

been laid down in òArthik Niyamavalió or Financial Rules (FR) and 
òArthik Karobar Prakriya Ain" or Financial Working Procedures Act 

(FWP). These financial rules and procedures are revised and modified 
from time to time to overcome the financial irregularities pointed out in 
Auditor General Annual Report (AGAR). These procedu res also include 
some prescribed format for recording evidence, internal control and for 
MIS purposes.  



2.2   Evaluation Criteria  ð Financial Rules and Financial Working 
Procedures Act in fact provide guidelines for procuring materials or 
services. Amongst o ther things, the single criterion of evaluating bids or 

offers is òthe lowest offer in amountó. Quality is also given consideration 

but often not.  

2.3  Attitudinal Aspect  ð The human factor plays the major role in 
exercising the judgement in evaluating the offers and also becomes the 
major cause of irregularities. Small negligible points of deviation in the 

invitation of offers give enough scope for exercising different 
interpretations of the deviations, which result either in cancellation of 
offers or delay ing in decision during the evaluation. All such attitudinal 
approaches ultimately make procurement costly involving much time, 
money and energy and wastage of resources.  

2.4  Quality Inspection  ð Since evaluation of offers is mainly based on the 
lowest offe r basis, inspection of quality on delivery of goods or services 
is often not given due consideration and consequently opens scope for 
many irregularities.  

2.5  Transparency  ð Financial Rules and Financial Working Procedures Act 

are not placed on web site or  put to wider public knowledge in 
appropriate manner. The suppliers are ignorant of the procurement 
laws whereas they have to supply goods and services on the basis of the 
law. This coupled with opaque internal procedures and practices used 
in the evaluati on of offers make the process of evaluation devoid of 

transparency and open scope for undesirable eventuality.  
 
2.6   Decision Time  ð In the present Act and rules for procurement, time to 

submit offers is fixed ranging from 7 days to 35 days, whereas no tim e 
limit is specified for making decision for evaluation of offers.  

 
2.7  Release of Payment  ð Often agreements are signed in haste and with 

less expressed conditions, which in course of time become major source 
of disputes and involve huge amount of liquida ted damage. Such 

situations invite further irregularities, which also impede the future 
procurement process.  

 
2.8   Auditors Skepticism  ð Many a time, Commission for Investigation of 

Abuse of Authority (CIAA), has subsequently discovered and exposed 

many la pses and manipulations of huge amounts in the procurements. 
In absence of transparent procedures and practices further aggravated 
by this milieu of expose, auditors do have fears in their minds. Under 
the given situation, they function with skepticism and even some times 
raise irregularities without much substantive evidence.  

 

2.9   Suppliers Attitude  ð Suppliers aware of inherent limitations and 
weaknesses of the procurement system, try to influence the decision of 
the evaluators or the management and also some times use many tricks 
to win the offer.  

 



 

3. Problems of Existing Procurement System 
 

In spite of enactment of  ' Financial Procedure Act ' and its rules the public 

procurement has not been without any problem. Most significant problems in 
relation to p ublic procurement could be pointed out as follows.   

3.1  Problems relating to procurement are of various nature and impact. 
Some of the problems are relating to selection of suppliers, rates, 
quality, mode of delivery, payment, delay in evaluation of tender bi ds 
and taking decision etc. Audit irregularities are also emanating from 
these problems. Repercussions of these problems on the economy are 

enormous. For instance delay in taking decision about the selection of 
suppliers alone results in delay or postponem ent of planned activities 
and postponement of the utilisation of the allocated scarce resources 
which has serious repercussions on the economy of nation and the 
concerned entity as well.  

 
3.2  If one makes a diagnosis of the causes for the problems of procureme nt, 

one finds that among other things, opaque system of procurement and 
material management, are basically two important factors responsible 
for it. This is further compounded of the lack of adequate and requisite 

information relating to the various aspect s of the procurement and 
material management systems.  

 

3.3  The existing system of procurement and financial management is not, 
in fact, designed to bring efficiency and promote atmosphere for 

carrying out developmental activities. Rather it is riddled with man y 
restrictive and regressive provisions of laws, regulations and 
procedures. These outdated provisions do not encourage efficiency but 
rather create speed breakers. This is evident from the review of the 
national budget performance where nearly more than 4 0 percent of the 

allocated budget of the public sector, is not spent. This results in the 
postponement of developmental activities, which ultimately result in 
increasing costs and loss of opportunity. Further more, the existing 
system is not attuned to pro mote good governance. Bringing 
transparency and information technology in the management of 

procurement and inventory is considered, some how as a threat by the 
same people who have obligation to discharge their functions effectively.  

 
3.4  In the age of global isation and information technology, it does not 

appear reasonable to maintain a huge inventory and incur more 

carrying costs. Rather it encourages decreasing the size of inventory to 
zero base inventories and thereby disentangle funds from excessive 
invent ory and use them into other more important activities of the 

development. The objectivity of zero based inventory management 
cannot be achieved unless the managers of funds become aware of the 

costs involved therein. The current system of procurement is al so not 
embedded with the concept and qualities of efficient inventory 
management. In the existing system no one is accountable for the rot or 
loss on the account of inventory or inefficiency in the procurement 
system.  

 



3.5  The existing legislation, rules and p rocedures in regard to the 
procurement are not explicit. They basically include some procedural 
aspects, which aim to make procurement economical. But in practice 

these procedures are very complicated and full of confusions. In the 

existing legislation, ru les and procedures, there are very few provisions 
for promoting efficiency in the procurement and the inventory 
management system. Rather there are too many tricky provisions 
involved in inviting offers and their evaluation. Deviation or non -

compliance of any insignificant procedural matters may make the 
suppliersõ bids non-responsive and provide the procurement officials 
with opportunity to exercise if they want discretionary authority in their 
own ways. The existing laws and procurement procedures generat e 
regressive and restrictive approach towards the procurement and 

inventory management.    
 
3.6  If the managers of the funds and the planners are really serious in 

finding solutions to these ailments, it is very opportune to think about 
the transformation of t he traditional system of procurement into a more 

informative and transparent system, which is in the form of e -
procurement. E -procurement provides many attributes of effective 
management which will improve the defects of the current system and 
equip the ma nagement with much more information for the decision 
making process.  

 

 

4.  e-Procurement  
 

e-Procurement will not only bring improvement over the defects of the existing 
system, but also make the system more informative and supporting through 

facilities availab le in and around the e -commerce. This will take the 
management to the environment where transparency, information, accessibility 
and connectivity will become enabling factors in discharging their obligations. 
Such factors will equip and facilitate the mana gement with many more other 
opportunities and make them more efficient in the management of their 

resources. Thus e -procurement is not confined to the mere transformation the 
procedures of procurement (from manual to electronic) but rather changing the 
who le system and the management process as such.  
 
The use of e -procurement will gradually change the working environment and 

outlook of the civil servants and suppliers' personnel. It will make them more 
competitive, informative and efficient. It will also en courage them to become 
more costs conscious and result oriented. They will update and enrich 
themselves with the development of technology. This, in due course of time will 
bring changes in project planning, development and performance and thus will 

benefi t the nation as a whole. The adaptation of technology will speed up the 

pace of development and the economy will become more vibrant.  
 
Before going on to e -procurement, the managers of the resources must have 
willingness and determination and move with con viction that e -procurement will 

bring positive results and accelerate the pace of development. They must have 
understanding that the adaptation of technology will create efficiency in the 
area of procurement and inventory management as well. The financial rules will 
of course remain one of the determinant factors in the evaluation of tender bids. 



But the procedures and system relating to submission and evaluation of bids 
will change. The whole process of procurement will be based on reliable 
information sys tem back up by information technology and will become more 

transparent and free from confusions.  

 
There are government and many semi -government offices where e -procurement 
can be introduced on a trial basis. This will clear the fear of untoward 
happening a nd will generate new sense of confidence to go for e -procurement.  

 
Pace of development needs to be recognised. The lawmakers should also think 
to bring suitable legislation in time to make the benefits of development 
available to one and all. If it is ign ored, the technology, which makes life easier, 
will excel and come into practice even without a suitable law enforcing statute. 

The process of legislation will remain far behind and the will of people will 
prevail.  
 
The adaptation of e -procurement is the u rgent need of the business community. 
The government agencies must have the feel of the wafting wind of change and 

come quickly to amend the existing laws making them more accommodative to 
embrace with the developing technology, lest the technology will ta ke its lead no 
matter laws are in place or out of place. The world community is fast realising 
and relishing the fruits of development of technology, and we cannot be left 
behind. A timely legislation must come into effect to the help of people enabling 

th em to use of e -procurement, e -commerce or so on and so forth.  

 
Since last seven years e -procurement has received significant acceptance by 
private and public sector internationally. Though e -procurement is not a 
reasonably used mode of transaction in Nepa l, internationally from small 

entrepreneurs to government ministries are using e -procurement as common 
mode of procurement for goods and services.  The reason of such wide 
acceptance is some virtues of e -procurement, which make it better than 
conventional paper based process. Usually experts have demonstrated 
advantages of e -procurement as follows :  

 
Benefits:  Suppliers 
 
4.1.  Cost and resource saving ð Reduction in cost of sales, administrative 

costs and cost of housing goods and equipments.  
 
4.2.  Process improvement ð Minimization of errors in supplying and billing 

and faster payment  

 
4.3.  Customers Satisfaction ð Delivery higher levels of services, gain 

stronger customer relationships and build wider customer base.  
 

Benefits:  Buyers 
 
4.4.  Cost re duction ð Availability of quality Goods and services are 

competitive price.  
 
4.5.  Process improvement - Standard processes and documentation, simpler 

ordering, reducing paperwork, decreased redundancy, less 
ôbureaucracyõ, online reporting, more transparent, provide faster 

ordering and delivery times, and allows for more information to be 



found simply (e.g. background on new suppliers, related tenders, earlier 
tenders/purchases of the same nature)  

 
Benefits:  Organizations  
 
4.6  Decentralization - Purcha sing may be decentralised, allowing 

departments and sections some autonomy, purchasing specialists are 

free from routine work to investigate and negotiate strategically 
important issues, convenient access to wider range of suppliers, 
improving competition,  improved communication and partnerships with 
suppliers provides a ômodern imageõ for the organisation and Public 
entities, national and local government organizations may find following 

additional advantages to e -procurement.  
 
4.7  Transparency ð More accounta bility and transparency in public 

procurement.  
 

4.8  SME's Growth - Encouragement to small organisations, and those in 
remote or less -favoured locations, to become suppliers and buyers. May 
encourage purchasing from businesses owned by women, minorities 
and dis abled persons.  

 

 

5.  Application of e-Procurement 
 
E-Commerce has already changed the traditional concept of procurement and the 

business environment. Among many benefits of E -Commerce, a few are such as, 
speed, accessibility, transparency, wider networki ng, speedy growth in offshore 
business etc. It is a real convergence of mind, management and technology and 
has created wonder in the business sphere. E -Procurement, a part of the total 
process of E -Commerce is also having many more benefits to count. A fe w are 

given hereunder:  
 

5.1  It brings transparency in the transactions and ward off chances of 
wrong doings.  

 

5.2  As decisions for procurement transactions become fair, many 
irregularities are also prevented through efficient and transparent 
management process.  

 
5.3  Information of procurement flow unhindered without hassle and are 

made available on web site for easy access to all concerned.  
 

5.4  Suppliers aware of and getting all information of procurement without 
any difficulty try to become more competitive in real sense  and provide 

high quality of goods and services.  

 
5.5  Accountants and auditors find transparency in the redefined FR, FWP 

and procurement system. They no more have fear in their minds. They 
do not function with skepticism and thus do not point out irregulariti es 
without substance on small deviations.  

 



5.6  It creates more competition among knowledgeable suppliers. They get 
more information. Selection of suppliers becomes more transparent and 
fair. Competitive and efficient suppliers of good repute get chance to 

sup ply and thus procurement becomes more system based, transparent 

and cost effective.  
 

5.7  In the beginning, E -Procurement may involve some additional 
investment in the installation of equipment and system but 

subsequently becomes cost effective tools in the han ds of management. 
Management becomes cost conscious and start taking suitable steps for 
cost reduction in maintaining right size, if not zero based inventory, 
selection of suppliers, costs of orders, etc. and thus making 
procurement a real cost efficient. E-Procurement in sum will bring 

fairness, transparency and cost efficiency in all aspects of the 
procurement.  

 
5.8  E-Procurement will enable the government offices in setting up data 

bank and facilitating timely procurement decisions in the best interest of 

th e government offices.  
 

5.9  E-Procurement will bring efficiency and build good foundation for good 
governance.  

 

6.   Need for transformation  
 

Transformation of the traditional procurement system into E -Procurement 
regime is the utmost need of the day. E -procur ement regime, if brought into 
effect, will bring through its attributes the following improvements in the 
existing system of procurement:  

6.1  Transparency will generate fair competition among suppliers;  
 

6.2  Procurement can be made on fairly competitive rates;  
 

6.3  Cost efficiency will take forefront in making procurement decisions;  

 
6.4  Quality of materials and services will improve;  

 
6.5  Discretion, ambiguity and hassles main causes of financial 

irregularities will be minimised if not removed;  

 
6.6  Procurement system will becom e efficient and cost effective;  

 
6.7  Suppliers, auditors and other concerned parties will have more 

confidence in the functioning of the government offices;  

 
6.8  Audit irregularities will be minimised if not eliminated;  

 
6.9  Many other benefits will usher government o ffices in good governance.  



 

7.  Role of Accounting and Auditing  
 

Professionals involved in accounting and auditing will have to play a proactive 

role by transforming the auditing and accounting system to match and keep 
pace with the technological develo pment taking place around them. Such 
professional shall also require acquiring the basic knowledge of information 

technology.  
 

The concept of collecting documentary evidence will also have to be changed to 
suit the requirement of E -Procurement system. The accountants and auditors 
will have to change their outlook also for accepting evidence produced through 

electronic devices. It becomes obligatory on the part of management to ensure 
and convince the accountants and auditors that such produced evidence is 
genuine. This may be problematic in the initial period. But by the passage of 
time, this will become acceptable and be recognised in practice. Transparency 
and simplicity in the process of E -Procurement will facilitate trouble free and 

timely accounting and  auditing.  
 

If E -Procurement is accepted and brought into application by the government 
through changes in rules, regulations and procedures or through the enactment 
of separate legislation, the Accounting and Auditing profession will quickly 

respond to an d bring suitable changes to meet the requirements of laws.  
 

Transparency is the bedrock concept of accounting and auditing. But in the 
name of transparency per se, the process of collecting and evaluating evidence 
cannot be ignored. The e -procurement regim e must ensure acceptable and 

reliable evidence for accounting and auditing.  
 
 

8.  Use of e-Procurement  
 

Nepal does not have any express legal provisions to recognize or regulate any 
kind of electronic transaction and e -Procurement as of today. Nepalese le gal 

system also lacks a separate Sale of Goods Act. The lacking was tried to address 
whilst drafting Contract Act, 2056; consequently the chapter -7 of the Contract 
Act has incorporated basic components of sale of goods.  
 

For promotion of e -procurement, in dependent laws related to electronic 
transaction, cyber law and e -procurement must be welcomed. But some 
international experts have opined that such legislations are not a must for non -
governmental transaction among domestic parties. e -Procurement among 
Nepalese private sector could be a valid legal transaction based upon prevailing 

contract law of the land. Like English law Nepalese law also requires no 
particular form for the creation of contractual rights and obligations. A contract 

can be created, provi ding the necessary elements are in place, orally or in 
writing. Accordingly, there are no legal bars to the creation of contracts by 
electronic communications. Communication of offer and acceptance using ICT 

could be recognised as valid contract under the provision of section 7 of the 
Contract Act, 2056. Moreover, parties interested to be involved in e -commerce 
may form a bilateral / multilateral agreement in which all of the relevant parties 
have agreed in advance on their respective rights and duties, and  allocated any 
potential risks.    



 
For example, we can take Secure Electronic Transaction (SET) specification 
developed by Visa, MasterCard, and other members of the payment card 

industry. In SET, each of the parties to a secure electronic transaction - the 

cardholder, the merchant, and the member banks that process the transaction - 
has a digital signature that establishes its identity and authority within the 
system. As in an ordinary payment card system, the parties' rights and duties 
are established by  a series of contracts.  

 
Because the parties to a closed transaction have already defined the terms and 
conditions for using either its own developed digital signatures or other type of 
authentication amongst themselves, there is a significantly reduced n eed for 
legislative intervention. The parties, for example, can agree upon liability, in 

advance. Thus, the use of electronic signatures or other type of authentication 
within closed systems that legislation not inhibit the continued development of 
closed systems. Therefore, to set up any kind of e -procurement arrangement, 
from simplest one way communication to complex e -market place current legal 
system would not create any hindrance. The only limitation would be parties 

involved which have to be individua l or private entrepreneurs.  
 
 

9. Barriers to use 
 

From legal point of view any purchase arrangement to be recognized as 

complete e -Procurement system would need capabilities for (a) Communicating 
offer electronically, (b) Communicating acceptance of such o ffer electronically, 

and (c) Making payment of the cost/ price/ remuneration electronically  
 

Such capability could be easily attained among private parties through use of 
available technology and interfacing such technology with valid contract made 
between  the parties, specifying their rights, duties and liabilities. But, Public 

procurements are usually regulated by other statutes and regulations which, 
does not apply in any transaction made only between private parties. Regarding 
governmental procure such principal legislation is Financial (Fiscal) Procedure 
Act. Section 7 of the Act has provided that procedure of procurement of any 
goods or services for government would be as prescribed by rules made under 

the Act. As per section 36 of the Act, HMG has the  authority to frame 
appropriate rules in this regard.  

 
Financial Administration Rules, 2056 was made under the said provisions and 
contains provisions regarding procurement of goods and services for 

government. Chapter 7 of the rules has provisions relate d to ôPublic 
procurement and worksó. Chapter 8 contains provisions about ôFood supply 
contractõ. Chapter 9 of the rules has provisions for ôAuction and sell of public 
propertiesõ. The rules nowhere have accepted existence of ICT and consequently 

does gives  any possibility of accepting e -procurement.  

 
Similarly, other government owned entity varying from Nepal Electricity 
Authority to Royal Nepal Airlines have their own traditional procurement 
procedures, which do not give flexibility to incorporate system of e-procurement 
without appropriate change in their rules.  

  



All of the rules whether it is related to HMG's procurement or other government 
owned entities; it contains provision of dissemination of information to wider 
range of recipients. By using commo n sense ICT could be used to disseminate 

such information to wider population. Under prevailing laws such notification 

could not be an alternative to paper based notification but only be an aid to it. 
Thus, only possible approach within the prevailing lega l provisions could be 
using the ICT for faster and wider dissemination of information concerning 
public procurement. Placing of downloadable tender documents / formats in the 

net could be one example.  
 

The Financial Administration Rules, 2056 has separated  procurement in 3 
stages based on the amount of purchase at one time: Direct Purchase; Sealed 
Quotation and Tender. Sealed Quotation and Tender methods of purchase 

require complying with several steps before actual purchase of goods and 
services are done. Direct purchase method is simple and does allow the 
purchaser to get authority from the concerned before buying. The more 
knowledgeable the buyer the better and economic buying can be expected. 
Hence, the government and the public enterprises can implement  e-

Procurement for conducting direct purchase from the web. There is no 
restriction so far from the existing rules and regulations not to conduct 
business electronically.  

 
 

10. Need for legislation 
 

HMG has authority to amend rules related to government procurement and also 
posses either express or implied authority to make appropriate changes in rules 
of government owned entities. Thus, incorporating provisions of e-procurement 
for public sector would basically depend upon wish of HMG. Honourable Minister 

for Finance stated in his recent budget speech for the 20560/61 fiscal year that 
appropriate cyber law would be enacted to regulate anomalies and abuses likely to occur 
in net; System is introduced to make procurement by the local user instead of imposition 
from central authority; and To reduce corruption and abuses appropriate óPublic 
Procurement Actô compatible to international standard and practices would be enacted. 
Moreover, specialized training would be provided to procurement officers.  

But it is ap propriate time for the government to enact "Electronic Transaction 
and Digital Signature Act" and also incorporate e -procurement policy in the 
proposed ôPublic Procurement Actõ, which is being drafted currently. The 

feedback ITPF received during the face -to-face interaction and four seminars is 
that the government should, therefore,  

 
10.1  Either all needed provisions of e -procurement are to be incorporated in 

the proposed Act.  

 
10.2  Or provision of appropriate rules to be enacted shall be spelled out in the 

Act.  

 
10.3  Such provision shall be complemented by enactment of ôElectronic 

Transaction and Digital Signature Actõ simultaneously.  
 
But there are following issues, which must be addressed in proposed 
amendments to incorporate e -procurement in governmental procuremen t.  



 
E-Procurement, in the initial stage will necessitate some changes in the rules, 
regulations and procedures relating to accounting and auditing. Government or 

Public Enterprises through their own authority can make necessary 

amendments in the existing a ccounting and auditing requirements and 
procedures to meet the need of e -Procurement. Initially there will not be the 
need to have a separate statute. Such changes will be made smoothly to suit the 
requirement of the pace of development taking place in the  industry, business 

and commerce.  
 

 

11. Causes for Financial Irregularities 
  
It is very often hear about the irregularities at government and public 

enterprises ð the decision maker defends that all the rules and procedures are 
observed while procuring goods and services, on the other hand the auditor 
reports on the lapses of rules and procedures. This debate of compliant and 
noncompliant of rules and procedures will continue until such time the 
followings are not sorted out.  

 
11.1  Laws, rules, regulations and pro cedures lack clarity and transparency;  
 
11.2  Too much  discretionary authorities are  given and often exercised in 

interpreting the rules and regulation to the convenience of the 

concerned authorities;  
 

11.3  Concepts of materiality and cause and effect are not given  due care;  
 

11.4  Operating procedures are made too complicated to get clear 

understanding;  
 

11.5  Attitudinal approaches both of procuring and accounting staffs very 
often found not positive.  

 

 

12. Solutions to Financial Irregularities 
 

 It is difficult to prescribe a ge neral description for solving the financial 
irregularities in the public sector institutions. General remarks are being drawn 
below.  

 
12.1  Develop transparency, clarity and simplicity in the laws, rules, 

regulations and procedures;  
 
12.2  Define authority and respons ibilities of concerned officials clearly.  

 
12.3  Provide more practical training and awareness programmes for 

educating and changing the mindset and outlook of concerned people 
involved in procurement, accounting and auditing.  

 



 

13.  Issues and Suggestions  
 

Issues at this Hour 
 

13.1   Whether the provisions of e -procurement should be made mandatory or 
optional alternative to conventional procurement?  

 
In an interaction with high level HMG officials, all of the participants 
welcomed possibility of e -procurement publ ic procurement. But most of 

them also suggested that due to constraints of human resources or 
equipment, mandatory imposition of e -procurement all over the country 
would not be wise idea. Therefore, for a period of 3 -5 years making e -
procurement an option would be better. In other countries also e -
procurement are being considered as an option to the National or Local 

government entities.  
 
13.2      Should e -procurement be used all over the country?  

E-procurement not only needs capability of the purchaser b ut 
capability of the supplier is also equally needed. Therefore, e -

procurement should not be imposed all over the country. Remote 
districts without  proper infrastructure would not be able to get benefit  
e-procurement, thus several incremental implementat ion of such law is 
needed.  

 
Suggestions 
 
For the successful implementation and operation of e -Procurement in Nepal, 
following steps are recommended.  

 
13.3  A pilot project should be run. The selection of office place should be 

based on the representative charact eristic of government, semi 
government and private sector office having reasonable size of 
procurement activities.  

13.4  Arrangement should be made for intensive training and awareness 
programme. Adequate training materials, information, equipment and 
support s hould be provided to these offices. Awareness programme 
should also be launched for buyers and suppliers.  

 

13.5  Financial rules, regulation and procurement procedures of the 
concerned project offices should be, wherever necessary, amended to 
suit the smooth fun ctioning of the e -procurement system.  

 
13.6  Reliable and acceptable evidence should be produced through 

electronic devices for accounting and auditing purposes.  
 

13.7  Periodical review should be made to assess the progress and corrective 
steps should be taken to ove rcome the problems in time.  

 

13.8  Achievements should be evaluated and brought to the notice of users 
and beneficiaries.   



Comment on "Legal and Financial Perspective of  
e-Procurement in Nepal" 

Ramehsor P Khanal  

 

1.  For some years now, we have been hearing hybr id words, such as, e -
commerce, e -business, e -governance, and the likes of them with "e" as the 
prefix. As the Internet technology becomes robust, secure and accessible to 
wider public, there is going to be massive change in the way we practice our 
vocation , do our business. It's already happening in developed countries and 

also very close to our borders ñboth in China and in India.  
 
2.  Public procurement in Nepal has lot of problems. It is alleged that corruption 

is rampant in large procurements for works, good s and services. This is 

generally so in the case of small procurement, as well. Substantial portion of 
corruption cases investigated by Commission for Investigation of Abuse of 
Authority every year relates to procurement decisions. Many government 
agencies  take more time than is normally required in finalizing the 
procurement process and awarding the contract. Such delays are the prime 

reason for raising suspicion in the eyes of public. At the same time, there's 
least concern for transparency on the part of  the agencies making 
procurements, which again breeds suspicion of corruption.  

 
3.  e-Procurement can be an appropriate means of at least removing the 

suspicion of corruption in cases where there is actually no corruption. It can 

both quicken the procurement d ecision -making process and ensure 
transparency. This is exactly what both eminent professionals in their 
discipline, emphasize on the papers.  

 

4.  The Paper gives credit to unnamed experts, however, it has clearly outlined 
the advantages of e -procurement for b oth suppliers and the buyers. It is said 
that in many food ration bids in Nepal, prospective bidders are excluded 
from competitive bidding process simply by not selling them the requisite 
bidding documents. I, however wonder how e -Procurement "may encourag e 

purchasing from businesses owned by women, minorities and disabled 
persons".  

 
5.  It is true that our procurement -related legal framework provided by 

Financial Procedures Act and Financial Administration Regulations does not 

contain any provisions of e -Procurement. Nevertheless, this does not mean 
that e -Procurement is not a possibility within the government procurement 
regime just because prevailing procurement laws are silent on this. In my 
opinion, in order to explore the possibility of using e -procuremen t in the 
government and para -statal agencies, we need to look into the following 

three aspects of procurement.  

¶ Mode of procurement decision.  

¶ Mode of delivery, and  

¶ Mode of payment  

 
6.   In most of the government agencies, the procurement decisions are of three  

types, namely, (a) Direct Purchase - Typically, in HMG, a procurement of less 
than Rs.100,000 of goods or works or services can be directly purchased.  (b) 

Sealed Quotations - Sealed quotations are required from at least three firms 



for procurements over Rs.100,000 and below Rs.1,000,000, and (c) Sealed 
Tenders - Any procurement above Rs.1,000,000 requires tenders open to all.  
Large, complex construction works might even pre -qualification before the 

actual tendering.  

 
7.  In case of direct purchase, just as one visits a showroom for the purchase of 

goods or invites a construction -contractor or service -provider, one can 
equally visit a website owned by any of these to make the procurement. The 

law does not bar visiting website and making online purchases. Visi t a 
physical showroom or a shop or web -based store, it's the discretion of the 
buyer, the procuring entity in the government, to buy from the place of its 
choice. Sellers cannot compete the way they do if it were a sealed quotation 
(a confined competition,  however) or a tender. If there are reliable web -based 

sellers or service -providers, the government's agencies can easily buy from 
them if the purchases are below Rs.100,000.  

 
8.  If a purchases is above Rs.100,000, then government's agencies cannot 

simply cl ick "add to my cart" to make purchases. It defies competition and is 

not in the interest of wider public, as well. This is not to say e -Procurement 
is entirely irrelevant in case of either sealed quotation or tender. The notice 
inviting sealed quotations o r tender can be posted in the web -site. Use of 
web-site can be economical for the government notification and also widely 
accessible in areas where Internet service is available.  

 

9.  Submission of electronically filled -out sealed quotation or tenders could al so 
be made possible, but there's a legal hitch to make it a possibility. The law 
requires two things. First, there's a fee for document of sealed quotation or 
tender document. If banks operating government accounts provide electronic 

banking facility to th e government and all other banks in Nepal provide 
Internet banking facilities, then this problem could be eliminated without 
changing the law. But there's another major bottleneck. The law requires 
that both sealed quotation and tender must be submitted in  the same form 
purchased form the procuring government agency and such form should 

bear the name and seal of office selling the documents. Downloadable tender 
documents can therefore be of only academic interest and of no practical use 
under the prevailing  law.  

 
10.  In fact, the present legal provision does serve no purpose at all. What 

safeguards will it make possible by requiring someone to submit bids in the 
same form that he/she purchased? I cannot conceive anything. Therefore, as 
suggested by the paper, w e should possibly allow for electronic filing of 
sealed quotation or tender documents in the new Public Procurement Act 
that is currently being drafted. The fees for processing quotations or tenders 

can be charged either electronically if banks allow or ca n be collected at the 
time of receiving the bids.  

 
11.  Electronic filing of bids (both sealed quotations and tenders) can 

substantially minimize errors on the part of the bidders. This reduces bid 

processing and evaluation time. If government agencies develop appropriate 
software then even time for bid evaluation can also be shortened. This can 
reduce time and costs over -run of a project.  

 
12.  Now, the second issue. In case of construction works or the goods, these 

should be physically delivered even if it is e -Procurement. The mode of 



delivery remains conventional. In other words, e -Procurement does not 
change the mode of delivery. Some goods or services, such as software files, 
media files, articles for publications can be electronically delivered. As long 

as thes e goods or services (the electronically delivered ones) are received and 

put to use, the government inventory system does not pose any problem.  
 
13.  As regards the third issue, the conventional mode of payment can be equally 

good and effective if goods or work s are to be physically delivered. The 

banking system must change enabling online electronic transfer funds if 
electronic delivery is to be secured.  

 
14.  In view of the apparent advantages of e -Procurement, this can be gradually 

expanded within the government s ystem. The Paper rightly says that 

procurement related laws need some amendment and there should also be 
Electronic Transaction and Digital Signature Act. I would like to emphasize 
that the banking system should also provide efficient and secure web -based 
payment system.  

 

15.  The second paper emphasizing mainly on two aspects of procurement. The 
first, of course, is the efficiency and transparency in procurement decisions. 
There should be no doubt that e -Procurement if properly used can enhance 
efficiency and t ransparency.  

 

16.  The second aspect is the ability to achieve what it calls "Zero base inventory" 

through e -Procurement. I think this is a "Just -in -Time" inventory system, 
very popular among large US and Japanese companies and also elsewhere. 
No doubt, Just -in -Time inventory system has enormous advantage in terms 
of reduced cost of holding inventory. But I beg to differ from the paper that 

e-Procurement alone cannot help Nepalese public sector to achieve Just -in -
Time inventory system. Surely e -Procurement can r educe the time required 
for placing the order, but cannot reduce the time required for securing the 
delivery. Transportation and clearance system in Nepal is very rudimentary 
and the lead -time (i.e., the time lost between the date of placing the order 

and actual delivery of the goods) is very long and also unpredictable. A 
longer and unpredictable lead -time requires organizations to maintain 
certain minimum inventory or the safety stocks.  

 



Pilot Project Concept Paper 
 

Shashi Bhattarai  

 

1.0 General 
 

The acc elerated growth of electronic commerce globally encourages governments to 
introduce information and communication technology in public procurement. The 
application of digital technology in public procurement presents opportunities for 

financial, social, et hical and welfare gains that the government can not ignore. With 
an objective to demonstrate the viability of electronic procurement in Nepal, IT 
Professional Forum conducted a research and study of all stakeholders during April 
to September 2003 and prese nting this document as an outcome.  
 

The document is the component of IT Professional Forum's study on Consultation, 
Documentation and Advocacy on e -Procurement in Nepal in general and in His 
Majestyõs Government in particular. In the process of conducting the study IT 
Professional Forum had individual interaction and panel discussions with various 

stakeholders and organized workshop for wider communication. Consolidating the 
outcomes received at various stages along with the inputs from the legal 
consultant , financial and accounting consultant, procurement expert, and e -
commerce and IT experts, the pilot project concept paper is prepared to 
demonstrate the viability of e -Procurement in the given condition in Nepal.  

 
The concept paper is based on the general  observation and discussion with public 
and private undertakings and is designed for generic purpose that can be adopted 
in the government, government owned or local government establishments(s) after 
conducting detail study and analysis of the requirement s of concerned office(s).  

 
IT professional Forum has perceived the pilot project as an ongoing and phase -wide 
work because many ingredients for successful implementation and operation of e -
Procurement are lacking in the country today. Once the project is start going and 
its benefits grow and visible to the user organization, other components will also 

get momentum which further encourages to fully automating public procurement 
in other offices as well. IT Professional Forum conceived that the pilot project  be an 
ongoing process in phase manner, the works are shown in the schematic diagram 
below.  
 

IT Professional Forum has effectively completed Phase I and a final report will be 
submitted in the month of October, 2003. The Phase IIA and IIB of the pilot proj ect 
will get started after the government identify and decide officially the pilot office site 
and the donor is ready to extend financial as well as technical cooperation.  



 

 

 

 
e-Procurement Project Methodology Schematic Diagram 

 

 

IT Professional Forum h as set vision, mission, objectives for the pilot project and 
strategies necessary for the government to work and to bring collective commitment 
for change ð manual procurement system to electronic procurement system.  
 

Vision  
Achieving cost effective, trans parent and quality procurement in Government   
 
Mission  
Promotion of electronic procurement system in His Majestyõs Government of 

Nepal with the followings:  
 
× awareness building, advocacy  about e -procurement;  
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× demonstrating adoptability of modern IT tools an d techniques for 
procurement system; and  

× institutionalization of e -Procurement system.  

 

Objectives / Goals  
× Improve Civil Servantõs knowledge, efficiency and decision capability. 
× Reduction in the time & cost of procurement for Buyer as well as 

Supplier.  

× Strengthening resource &  material planning and saving capital cost.  
× Maintaining quality in goods, services and works.  
× Enhancing accountability, effectiveness & transparency.  
× Building organizational information system.  

× Designing a pilot e -procurement system (generic)  applicable to 
government agency with initial sustainability assessment, in a given 
legal and accounting setting.  

× Demonstration on the viability of startup of limited e -Procurement in 
Nepal.  

 
Strategies  
Strategies both broader and specific, have b een chalked out to be able to 
accomplice the goals. Initially broader strategy is recommended as follows:  
 

× awareness and confidence building for e -Procurement  
× education, interactions and advocacy among various institutions and 

stakeholders;  
× streamlining le gal and accounting provision for e -Procurement in 

Government  

× increasing adoptability of e -Procurement system through  
demonstration and training on operation and management  

× institutionalisation of e -Procurement system  
 

1.1 e-Procurement Project Document Composition 

 

The project can be divided into four components:  
 

I.  e-Procurement System model selection for His Majestyõsõ Government of Nepal 
II.  Software and Hardware requirement assessment  
III.  e-Procurement System Investment requirement assessment  

IV. Project Implem entation process, Operation, Maintenance & Sustainability 
assessment  

 

1.2 Project Outputs 

 

The output of Pilot e -Procurement project is perceived to be as follows:  

 
1. Feasibility study and investment outline for e -Procurement System ð A Report  
2. Establishment of Pilot e -Procurement System in Nepal ð Pilot System in 

Operation  
3. Operation, Monitoring & Evaluation for the e -Procurement System ð Periodical 

Reports  
4. Replicable e -Procurement System in place  



 

The pilot project is supposed to produce replicable informati on for establishment of 
e-Procurement System in Nepal suitable for central government, local governments 

and public enterprises. The output of the project and lessons learnt will be 
disseminated through IT Professional Forum or Pilot Project Office web sit e. 
 
 

2.0 e-Procurement Models and its Selection for Pilot Project 
 
There are four common e -Procurement models being used these days in the various 
part of the world. Some of the models are developed in Nepal by software houses  
locally for international cli ents. The common e -Procurement models are Buy -side 
e-Procurement Model , Sell -side e -Procurement Model , Marketplace & Trading 

Hub e -Procurement Model  and Auction & Reverse Auction Model . Details on 
the types of the Models are discussed in separate part of r eport and presentation.  
 
2.1 Model Selection 
 
The various factors shall be considered for selecting e -Procurement model for pilot 
project. If necessary appropriate multi -criteria decision support tool may be utilized 

to arrive at the best model to start a s Pilot Project. Some of the factors may include, 
but not limited to the followings:  
 

V Existing legal and accounting practice to be observed  

V Direct Purchase Method will be executed from among 3 methods  

V Demonstration of transparency could be achieved  
V Promote  fair competition and equal opportunities to SMEs  
V Technology availability  
V Ability to Replicate   
V Primary Operation and Maintenance cost  

V Human Resources  
 
Based on the above factors, the pilot project to start with is initially selected to be 
appropriate of a hybrid of Marketplace and Reverse Auction is perceived to be 
appropriate model at this stage.  
 
 

3.0 Initial Pilot e-Procurement Project Conceptualization 
 
The section outlines the initial concept on the pilot e -Procurement project and 

various aspect of t he project is discussed. The initially conceptualized Market -Place 
model of e -Procurement model and assessment is made on the basis of two 
different mode of operation of the e -Procurement Marketplace. The initial server 
capacity to be deployed is estimated  of the capacity of 500MB, which can serve up 
to 1000 petty suppliers allocating initial server space of 500KB to each supplier 

joining the market place or e -Procurement hub.  

 



3.1 Hardware, Software and Other Capital Investment Requirement  

 
One high -end server for database management, three work stations for content and 

transaction management. Network printer, general printer, scanner, power backup 

and network accessories are the major hardware required.  
 
In the software side, Market Place solution is the  heart of the e -Procurement 
system. The Market Place solution consists of Market Place engine, Content 
Management tool, Administration control tool, payment processing engine (may not 

be needed at the earlier stage) and software for hosting server (like SQ L server) etc. 
and are the basic software investment requirement initially. The market place 
solution to be deployed is locally developed and under use outside Nepal. Only 
customization on the already developed solution is conceived, hence only the 
customi zation cost is included in the investment requirement. The complete 

solution software development shall not be considered so long as already deployed 
local solution is available. Selection of competitive solution provider is to be 
conducted at the stage of  project implementation  
 
The other capital investment requirements are the office furniture, fixtures and 

equipments. Initial costing of the capital investment requirement is presented at 
Annex ð X. These estimates are preliminary to highlight the amount o f investment 
and operating cost of a pilot project. However, the various cost components will be 
finalized after detail assessment of available infrastructure and preparedness for 

the pilot project site at the interested institution(s).  

 

3.2 Operational aspects of Market Place e-Procurement Model 

 
The Market Place e -Procurement Server is perceived to be a hired one and located 
outside the country, however a 64 kbps leased line shall be used for the back office 
administration of the system locally. The Back  office Administration activity mainly 

consists of Content Management, Transaction Management and Database 
Management.  
 
The operational costs are incurred on preferably a dedicated server hosting, domain 
registration (if hosted other than np domain), lease  line rent for communication, 

SSL license and initially optional, merchant account/payment gateway fee. There 
will be annual operational activities of up -gradation / fixes / incorporation of new 
features etc. The other major operational costs are in human resources, rents and 
utilities, in addition to the depreciation and replacement costs. Advocacy and 
awareness to SMEs/petty suppliers and government procurement staff is also 

necessary before the startup of the e -Procurement System. Details of operating co st 
are presented in the rapid viability assessment in Annex ð YA and YB. The 
operation cost is presented for two different scenarios, one operated by government 

agency and other by independent non -profit making agency.  
 

There is also possible to reduce the  operating cost by hiring a non dedicated server, 
however, to maintain the security in the system, at this stage, the non -dedicated 
server is not recommended. Detail study on selection of dedicated or non -dedicated 
server to be conducted and decided at the  implementation stage of the pilot project.  



3.3 Institutional Arrangement 

 
There are two options of institutional arrangement for operation of e -Procurement 

system visualized at this stage. One, the obvious, and to be in the later stage is the 

institutiona l arrangement to operate by the central/local government or public 
enterprises itself. However, the other option, for initial stage, if and only if, any of 
the government agencies are not ready, is to be operated by an independent non -
profit making agency for the demonstration purpose. on the other hand operation 
of e-Procurement marketplace in profit motive is also not remote in Nepal, as most 

of the international e -Procurement marketplace is being operated in profit motive. 
The possible institutional arra ngement is presented in Box ð 1.  
 

 

3.4 Revenue Assessment 

 
There are two streams of revenue envisaged in the e -Procurement Market Place, 
namely registration fee and service charge or transaction fee. There may be 

necessary to a llow free registration at the initial stage, to attract the petty suppliers 
/ SMEs, however the details assessment of such facility need to be carried out in 
the next phase of the project. Initially the revenue is proposed to be charged on the 
volume of tr ansaction and break -even percentage transaction fee is estimated. The 
other source of revenue may be featured listing fee and supplier information service 

fees etc., details of such revenue is not estimated at this stage.  

3.5 Sustainability Assessment 

 
On top of the Financial Sustainability, the e -Procurement system implementation 
should be assessed to other aspects of sustainability like Objective and Value, 
Process and Efficiency, Institutional and Technical. Factors underlying the each 

aspects of sustain ability are presented in Box ð 2.  
 

Box ï 2: Factors underlying aspects of Sustainability 
 

Financial Sustainability Operating Cost, Saving, Quality assurance 
Objective and Value Sustainability Transparency, Fair Trade, SMEs promotion 
Process and Efficiency Sustainability Wiliness, Motivation  
Institutional Sustainability Legal, Accounting Provisions 
Technical Sustainability Know-how, Support, Up-gradation 

  

 

Box ï 1: Institutional Arrangement 
 
Operated by the Central / Local Government or Public Enterprises 
Ministry / Department / Development Boards / Municipality / 
Corporations  

 
Operated by an Independent Non-profit Making Agencies 
FNCCI / Chamber of Commerce / CAN / Commodity Associations 

 
Operated by Profit Making Company 
New Company / Departmental Stores / Market Centers 

 



The pilot project is conceived to operate on cost -to-cost basis. The rapid viability 
assessmen t feasibility study shows that, the system is sustainable and financially 
viable at certain level of transaction fee. A rapid financial viability assessment is 

presented in the Annex Y in two different scenario of institutional arrangement. The 

break -even revenue figures are presented in the assessment.  
 
The other way to justify the sustainability is from the saving of resources by 
switching from traditional procurement process to the e -Procurement system. Such 

assessment is vital for justification for gove rnment agencies. Ample care to be 
taken that, there should not be loss in the government revenue and saved 
resources could be utilized for other productive activities.  
 
The technical and managerial support should be continued by the consultant 

implementing  the e -Procurement system, until the implementing agency is self 
confident on the operation and maintenance of the new system. Further details on 
sustainability assessment should be conducted at the detail design and 
implementation phase of the pilot proje ct to the factors presented in Box ð 2 above, 
especially for meeting certain transaction volume, to charge minimum transaction 

fee possible and other intangible factors.  
 

3.6 Organization 
 

The direct purchase requirements of the Nepalese government can immedia tely be 
implemented through e -Procurement by the pilot office. The pilot project is also 

apparent to be operated by independent non -profit organization, if and only if, none 
of the government agency is initially ready to start -up the pilot project. The pil ot 
project document is also perceived to serve as project scheme for private profit 

making agencies that could also see it as a basic document for new IT enabled 
business venture. In any case  a strong organization comprising persons from 
different function al areas within the pilot office together with experts should be 
constituted as suggested in the diagram Phase IIA and IIB. Such organization will 
be responsible for the planning & designing, human resource development, 

managing other resources and logisti cs, implementation, operation & maintenance 
to post implementation audit. The organization will also document the whole 
process of pilot project and write recommendation for further improvement and 
strengthening the project. This organization is needed unt il e -Procurement is not 
completely implemented and respective human resource is not conversant with the 

new system.  
 

3.7 Duration 
 

Generally the public procurement completes its cycle within one year at present. It 

begins after the budget is approved and alloc ated by the Ministry of Finance and 
terminates at the end of fiscal year. But e -Procurement pilot project site shall have 
to continue beyond one year period because many required systems, regulations, 

human resource know -how, technology, security, network etc may not have been in 

place. Once the pilot project becomes successful, the government will replicate the 
same in other unit(s).  

 
 

 



Annex - X 

 

Pilot e-Procurement Project Capital Investment Initial Assessment 

 

Description Unit  Quantity  Rate Amount 

Total 

Amount 

        NRs. NRs. 

A. Hardware 

Back Office Administration         

Local Database Server No. 1 350,000 350,000  

Workstations ïAssembled No. 3 50,000 150,000  

Printer (Network) No. 1 75,000 75,000  

Printer No. 1 20,000 20,000  

Scanner No. 1 25,000 25,000  

Power backups No. 1 75,000 75,000  

Network Accessories (Cables/Hub) LS  10,000 10,000  

      

Total Hardware     705,000 

      

       

B. Software       

Market Place Solution LS   1,200,000  

Market Place Engine      

Content Management Tool      

Administration Control Tool      

Software for  Hosting server (SQL) 1   15,000  

Other (Anti virus/Office etc) LS   35,000  

      

Total Software     1,250,000 

      

C. Furniture / Fixture and Office equipment LS   100,000 100,000 

      

       205,000 

D. Contingency (10% of A to C)       

      

      

Grand Total     2,260,000 

      



Annex - YA 

 

RAPID VIABILITY ASSESSMENT  

Scenario I : Operating by Central/Local Government or Public Enterprises 

 

Annual Operating Cost and Expenses      

      

Description Unit  Rate Months Amount Total Amount 

    NRs. NRs. 

OPERATING COST      

Depreciation (20 % of hardware Cost)    100,000  

Insurance (1% of capital cost)    25,000  

Total Depreciation/Insurance     125,000 

Hosting (dedicated @ $ 500 / Annum)    380,000  

SSL License    60,000  

Up-gradation/Fixes/New features in Market Place    120,000  

Lease Line (64Kbps) Months 25,000 12 300,000  

Total Core Operating     860,000 

      

 

Human Resource Development and External 

Support Agency           **  

      

      

      

      

      

TOTAL OPERATING COST      985,000 

      

REVENUE REQUIREMENT            

            

Supplier registration fee (annual)    Free   

Transaction Fee (% of Transaction Amount)      

Others (Featured Listing, Suppliers Information)    Free  

Break Even Sales Revenue Requirement        985,000 

      

Transaction Amount Estimation to meet 

Operating Cost      

 At 10 % Transaction Fee     9,850,000 

At 5 % Transaction Fee         19,700,000 

At 1 % Transaction Fee     98,500,000 

 

 

** The expenses for developing awareness from top level to functional level staffs, building Internet 

ready, advocacy, lobbying, training, technical support, supervision, External Support Agency  etc at 

both buyer (government) and seller (suppliers) sites are not included in above operating cost. Details 

have to work out thoroughly at later stage. 
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RAPID VIABILITY ASSESSMENT  

Scenario II: Operating by independent non-profit making agency 

 

Annual Operating Cost and Expenses      

      

Description Unit  Rate Months Amount Total Amount 

    NRs. NRs. 

OPERATING COST      

Depreciation (20 % of hardware Cost)    100,000  

Insurance (1% of capital cost)    25,000  

Total Depreciation/Insurance     125,000 

Hosting (dedicated @ $ 500 / Annum)    380,000  

SSL License    60,000  

Up-gradation/Fixes/New features in Market Place    120,000  

Lease Line (64Kbps) Months 25,000 12 300,000  

Total Core Operating     860,000 

 

     

     

     

     

 

Human Resource Development and External 

Support Agency           **  

      

Electricity and Water Months 5,000 12 60,000  

Communication (Telephone/Fax) LS     40,000   

Maintenance LS     20,000   

Office Rent Months 10,000 12  120,000   

Total Utilities and Rent     240,000 

       

TOTAL OP ERATING COST      1,225,000 

      

REVENUE REQUIREMENT            

            

Supplier registration fee (annual)    Free   

Transaction Fee (% of Transaction Amount)      

Others (Featured Listing, Suppliers Information)    Free  

Break Even Sales Revenue Requirement        1,225,000 

      

Transaction Amount Estimation to meet 

Operating Cost      

 At 10 % Transaction Fee     12,250,000 

At 5 % Transaction Fee         24,500,000 

At 1 % Transaction Fee     122,500,000 

 

** The expenses for developing awareness from top level to functional level staffs, building Internet 

ready, advocacy, lobbying, training, technical support, supervision, External Support Agency  etc at 

both buyer (government) and seller (suppliers) sites are not included in above operating cost. Details 

have to work out thoroughly at later stage. 



Comment on "Pilot Project Concept paper" 

 

Deo Narayan Yadav  

 
The concept paper is very comprehensive and can provide a very clear picture how 
to start e -Procurement pilot project in any government  organization. Besides 

procurement in H is Majesty's Government,  there are other activities  like planning, 
administrati on, stock control, accounting and auditing as well.  The vision as 
mentioned in the paper is appropriate but t here should be decision -maki ng in 
action and ways to control.  
 

The paper discussed  different modules . I think the pilot project should be specific 
instead of generic so that one module could have been suggested immediately.  The 
pilot project should be build, operate and maintained b y the government and 
should not be given to private for operation because of safety, privacy and 
confidentiality. The transformation of manual procurement system to electronic 

form of procurement should be carefully managed else there will be a chance of 
failure which may be irreparable to the country.  



Outlook of Guests, Presidents and Audience opinions 
  

 

Honorable Dr. Shankar Prasad Sharma , Vice -Chairman, National Planning 

Commission part of his inaugural remarks at the workshop  is given below.  
 
Without  asking questions about what has been done in other countries, Nepal can 
use the information and communication technology and our competitiveness will 

definitely improve. So, in the same context, the e -procurement will have number of 
advantages - enhance t he effectiveness of the purchasing process, and make 
everything highly transparent besides other benefits.  
 
 Now what has been the actual experience of various other countries in terms of 

using e -procurement, it has shortened the time of order fulfillment processing, 
acquisition and processing by 50 to 70 percent, which is dramatic compared to 
other modalities of procurement. Similarly administrative cost has been reduced by 
70 percent per order ð at the macro level it is 70 percent reduction in the 

adminis trative cost. In totality, the total reduction in material and service cost had 
gone down by 5 to 10 percent and after all more than anything else it becomes 
transparent to everybody who are working in the company or doing auditing or the 
government or the  people.  
  

In case of Nepal, what are some of the things that we need to focus to make e -
procurement successful. I want to highlight three factors which probably are useful 

to many companies and also the government too. First of all Acts, Rules and 
Regulations, Nepal doesnõt have all those things in place. The Electronic 
Transaction and Digital Signature is at final stage where as Public Procurement Act 

is at initial stage. Hopefully we will begin the process for e -procurement that will 
open up the door for  number of other things that we do electronically. I am pretty 
sure that number of things can be done even now within the public sector with 
existing legislation. Procurement of certain things which are of small scale that 
they are procured almost in all o ffices in the country, all sectors but the total 

volume in that sector is very big. We should try implementing e -Procurement in 
direct purchase that will definitely help in reducing, not only the overall cost of the 
material and services but also the admin istrative cost and the time to procure 
those things dramatically.  
 

National Planning Commission is evaluating some of the projects and programs for 
the last one year. Many ministries had sent their comments that the projects get 
delayed due to cancellatio n of tender or number of administrative problems. It 
means nothing was done for the whole year. Tender was not called or even the 
tender was called but was cancelled because of number of technical problems. 

Those things probably we can avoid by using elect ronic procurement system. On 
the other hand the private sector is very vibrant in Nepal that is growing at a much 
accelerated rate, especially over the last 10/12 years.  

 
The second important aspect is training and awareness for the people, especially in 

the government and also in the private sector. The people who are working in the 
various departments, organizations, they should feel that e -Procurement has 
number of benefits, it has cost advantage, transparency, efficiency and we should 
adopt it. The pri vate sector definitely will adopt faster because it will have the cost 
advantage. But in the government sector, we have some kinds of intervention so 

that the civil servant knows about the advantages and benefits of e -procurement 



and also I think the manag ement should push for initiating and adopting the new 
technology.  
  

The third important factor is appropriate electronic procurement partner. They are 

usually from the private sector. If we have the combination of these three things, 
laws, human resource d evelopment and the appropriate service provider, these 
people can help organizations to initiate, improve, adopt, electronic procurement 
system.  

 
I believe that government will do whatever it can in expediting the process but there 
are number of factors t hat will have to be incorporated to make e -Procurement 
more successful. Without the Acts and regulations in place, we can start the work 
in direct purchase within the limit of the existing regulations. Once e -Procurement 

activity gets started we will gain experience and by the time I am sure that the 
relevant Acts and regulations will be enacted which can help government to 
implement e -Procurement in the larger procurement. Hence, we should without 
delaying initiate and adopt the new system even without the  acts and regulations 
and I am sure the private sector will be more responsive in this area.  

 
Honorable Dr. Yuv Raj Khatiwada , Member, National Planning Commission put 
his concluding comments and suggestion in the business session of the workshop. 
Part of the text is given below.  
 

At least we can foresee the changes that will be changed in coming 2, 3 years from 

today in the field of IT. Before 5 years the concept of computerized office and 
Internet was only the thoughts but today many offices had already i mplemented 
the technology in the country. If we see this progress then we canõt say that we 
wonõt be able to implement e-procurement in next coming 2 or 3 years. The 

implementation of e -procurement will introduce so many good things like 
transparency, acco untability, wider participation that might lead to cost effective 
and timely delivery, etc.  
 
We have a very centralizes procurement system, and we are trying to decentralize 

it. I have a question that what will this e -procurement will do to our centralize d 
procurement system? I am interested on distributive aspect of e -Procurement as 
well. What will be the capacity of e -Vendors and the parties involved in e -
Procurement. Could the small and medium enterprises participate on that?  What 
about the safety?  

 
In financial front we should develop certain mechanism that should be used 
instead of the paper currency. The credit cards or debits cards or other medium 
should be developed and encouraged to use for payment through net. Earlier we 
have to get the authorit y from the central bank for even a small transaction like 

filling up a form for a TOEFL examination that used to be about 25 or 30 dollars. 
But nowadays any commercial bank can do it meaning that if there is a demand 

then definitely the rules, acts will al so be modified according to it.  
 
Not only the technology and safety it is our business community ethics, attitudinal 

changes, tax compliance also should be developed. So, adopting an electronic 
system means we will be more transparent, more scientific and for that our attitude 
should be changed. We should develop our capacity and infrastructure and 
Internet content for widespread use in Nepalese community.  
 



Having computers and Internet connections are of no use rather wastage of the 
resource unless they a re properly used. Nepalese civil servants need awareness and 
training in order to develop the capacity to use.  

 

Many participants raised one question - who should initiate and from where should 
we start implementing e -Procurement? I think that we should t ry to start it through 
the government institution where there are more computers literate or facilities 
available. And to that effect National Planning Commission will help and assist in 

identifying the potential organization.  
 
I would like to request IT P rofessional Forum to forward the report with the 
suggestions and inputs received in different deliberations and we will do our best 
for it to implement and start.  

 
Earlier Mr. Lochan Lal Amatya , President Computer Association of Nepal said: In 
the knowled ge-based information society, e -Government is recognized as one of the 
most critical factors to strengthen national competitiveness. As e -Government is 
widely being acknowledged as the core strategy for the 21st century, many 

countries have been driving to  establish it. The world is undergoing a third major 
wave of industrial revolution brought about by rapid progress in information and 
communication technologies and globalization. Nepal has recently become member 
of WTO which forces us to be efficient and transparent. The e -Governance will be 
only help country to move fast, to take benefits from this information age and e -

Procurement is one of the major components of it. His Majesty's Government Nepal 

is in the process of implementing different components o f e-Governance and 
implementation of e -Procurement undoubtedly brings economy, efficiency, 
transparency on public procurement process with guarantee to disseminate right 
information to the right people at the right time.  

 
From the chair, Mr. Suresh Kumar Regmi , President IT Professional Forum 
expressed the objectives of the workshop and said: The outcome of the study and 
this workshop will be a basis for Government to implement pilot project on e -
Procurement. The team  studied legal and financial documents,  organized a 

number of seminars with different interest groups - Government, Donors & 
Funding Agencies, Suppliers & Service Providers and Civil Contractors and done a 
number of discussions with the people around the industry.   
 
Itõs the second in the series of such study, the first one being the study of 

Electronic Transaction & Digital Signature Bill, other related Acts & Regulations in 
Nepal and making policy recommendations with regards to e -Commerce, VOIP and 
IPR issues. The Electronic Transaction & Di gital Signature Bill has been roaming 
around for some time, longer than we all might have expected. Even some time 
back we had participated in the discussion put forward by Nepal Law Reform 

Commission on the bill. Now, I hope, HMG will put some effort to b ring the bill into 
Act soon even by means of an ordinance. Until & unless the bill is enacted, e -

procurement cannot be achievable to its fullest extent.  
 
HMG has already made commitments to e -Governance in the IT Policy Paper 2000. 

In panel discussions & c onsultations we had with government agencies, a clear and 
positive feedback was received for the implementation of e -procurement in Nepal. 
The e-Procurement is not something that Nepal is the only country trying. All other 
countries are vying for it and so me have successfully implemented it as well - 
Korea, Malaysia, Thailand, Philippines, and India. There may be more than these 

countries who are ahead of us. In India, Government of Andhra Pradesh has 



identified e -Procurement as one of the vehicles to achie ve its vision to provide good 
governance by establishing a Simple, Moral, Accountable, Responsive and 
Transparent Government ð SMART Government.  Some of the effects of 

Government e -procurement system implementation in Korea are - 370,000 items 

listed, int egrated information is provided, 78,000 suppliers are registered, 92% of 
all domestic bids are executed online, 9 6% of office supplies are purchased, Cuts 
about 2.7 billion US dollars annually , Face to face contacts eliminated etc.  
 

The above mentioned are  not just scenarios that one is portraying about e -
procurement but they are the facts on experience of some of the countries. Itõs 
however, not a matter of switching from a manual procurement system to e -
procurement. It requires quite a preparation time & cost in order to implement e -
procurement.  Infrastructure development (Sufficient internet bandwidth, payment 

gateways, security systems)  Laws, rules & regulations allowing for e -procurement, 
e-commerce, IPR issues  Educating the users and suppliers  Developm ent of e -
catalogs . 
 
We cannot however wait till all the activities are complete before starting e -

procurement. We can perhaps go in a phase wise manner. Hence IT Professional 
Forum is putting forward a pilot project which government & public corporations 
can utilize it for their petty procurements. The whole purpose of this pilot project is 
to educate all the parties involved in e -procurement and test in the real world. One 
of the objectives of this project is to increase the awareness of e -procurement in t he 

Government & public organizations, suppliers, and service providers.  

 
Welcoming all the participants Mr. Khusbhu Sarkar Shrestha , Vice -president IT 
Professional Forum explained about the achievements of the forum. He further 
added, honestly speaking, I T Professional Forum is moving ahead with the 

objectives by playing a catalyst role for the IT lead development of Nepal, providing 
a platform for IT knowledge sharing among national and international IT 
professionals, advocating to policy makers and indus try in IT related issues and 
representing Nepalese IT Professionals in general.  
 

This workshop is an important step in the series of activities undertaken during 
past six months, for exploring the viability of e -procurement in Nepal with specific 
to the H is Majesty's Government. The forum has already conducted detailed study 
of public procurement processes, existing financial acts & regulations, and 
accounting & auditing systems. We have also had intensive "one to one" interaction 

with over 60 individuals like bureaucrats, planners, policy makers, legal 
consultants, economists, administrators, financial and accounting consultants, 
trade associations, professional associations, procurement experts, e -commerce 
experts, IT and management specialists. ITPF has also hosted a series of panel 
discussion with various stakeholders like Governmental agencies, INGOs, NGOs, 

Donor Agencies, Service Providers, and Civil Contractors for this matter.  
 

Our vision is to achieve cost effective, transparent and quality procure ment 
mechanism in the Government. We are on the mission to promote electronic 
procurement system in HMG by awareness building, advocacy and demonstration 

of effective IT applications by initiating an e -procurement pilot project. Today's 
workshop is aimed a t preparing stakeholders to define strategy for development 
and implementation of e -procurement system as a key component in the 
modernization of government.  
 



Mr. Prashant Lal Shrestha , Executive Member expressed thanks to all guests, 
participants, resour ce persons and professional of the workshop. Ever since we 
started this project, one of the objectives was to increase the awareness of e -

procurement in the Government and Public Organizations, Suppliers, and Service 

Providers. We hope we were able to deli ver this in the process.  
 
 

Some of the Audience Opinions 
 

Mr Suresh Kumar Pudashaini , Chairman, Nepal Telecommunication Authority  
accepted that e-Procurement and the improvement of management system will not 
be in place until and unless there is commitmen t from the government. IT 
Professional Forum should take a lead in convincing the government that this is to 
be done. So my suggestion is that e -procurement will help the government to 

reduce the corruption, and the government should designate the implemen ting 
agency for pilot project. The coordination among the line ministries of the 
government is very poor because so many ministries shall have to work as a unit in 
order to accomplish e -Procurement work. Who is going take the leadership - 
Ministry of Gener al Administration or Ministry of Finance or Ministry of Science 

and Technology or Ministry of Justice, Law & Parliamentary Affairs or Ministry of 
Information & Communication or National Planning Commission? Is it possible for 
the government to decide and s end directives to the implementing office as was 
communicated through budget? Otherwise, who will dare to take full accountability 
of changing of system before Office of Accountant General, Office of Auditor General 

and Commission for Investigation of Abus e of Authority? Every bureaucrat will be 
scared to undertake new ventures.  
 
Mr ChetNath Pandey , Nepal Electricity Authority  expressed that  we wonõt have 
trouble in switching to e -Procurement as we have become used to modern da y 

technologies like computers , Internet, Credit Cardõs etc. Things that we have to see 
after e -Procurement are that how the system will maintain privacy and security 
that the tender documents and all electronic transactions will be kept secured. And 
I think that there is no restrictio n in the law about moving ahead with the e-
Procurement. What is required is mind set, as e -Procurement is beneficial to the 

government , people and private and we must adopt immediately.  
 
Mr. Gyan Prasad Dhungana , Agricultural Development Bank  emphasized th at t he 
process of government tendering from document preparation to awarding the 
successful bidders take sometimes more than a year. So, it is really a time 

consuming process. How the technology can help in addressing this issue? The 
whole process of e -Procurement should be implemented only after the enactment of 
required rules and regulations, else anything could happen.  
 
Mr. Dambar Bahadur. Khadka , Member High Level Commission for Information 

Technology  opined that the government  has implemented and going  to implement 

different rules and regulations for the sustainable development of information 
technology in the country. One of the important aspects is how to curb corruption 
in the procurement process. The criteria for evaluation are unclear and proper 
evaluation of tender is doubtful. The law making and decisions making process of 

the government are very slow.  
 
Before the government to implement e -procurement she should be well 
knowledgeable about the pre and post implementation activities. Another area of 



importance of e -procurement is security, so the security system should be robust, 
efficient and should keep hackers away.  Once they are put in the place, the 
government should go ahead with the technology and implement e -Procurement 

and to test a pilot  project should be initiated first. The success of pilot project 

would certainly drive the government to replicate the same in other units.  
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Development Expenditures, FY 98 ï FY 2001 

(NRs. In millions) 

 
 US$ FY 98 

Actual 

FY 99 

Actual 

FY 2000 

Rev.Est 

FY 2001 

Budget 

In Millions of Rupees      

Social Services  10323 10265 11689 16895 

Education  2037 1641 2257 3421 

Health  2076 1677 1891 3021 

Drinking Water  1670 1867 2198 3838 

Local Dev.  3679 3969 4226 5167 

Other Social Services  861 1111 1117 1448 

Economic Services 626618 6386 6936 9249 11786 

Agriculture  2144 1926 2490 3387 

Irrigation  2437 2941 3511 4946 

Forestry  410 481 490 645 

Industry  477 289 934 839 

Other Economic 

Services  

 918 1299 1824 1968 

Infrastructure   11513 10389 11466 17728 

Transportation  5620 5111 5294 6635 

Communication  1189 466 483 521 

Power  4705 4811 5688 10572 

Others  722 942 887 1699 

Total Dev. 

Expenditures 

 28944 28531 33292 48109 

 US$ 476.20 460.50 463.34 668.00 

Exchange rate $1 = 

NRs.  

 61.95 61.95 67.95 72.00 

 

 

Of the total NRs.189,850 Million outlay for five years, after deducting actual expenditure 

(NRs.90,767.00 million) of the last three years, an amount of NRs.99,083.00 million would 

be available for the remaining two fiscal years (including current) of the ninth 5 Year Plan. 

With the projected average exchange rate of $1=NRs.75.00, an average annual outlay for 

these two years would be about $660 million. Annual expenditure is above 80% of the budget 

and procurement is about 80% of the total expenditure. 

 

Thus the annual volume of procurement would be about $4220.00 million. 

 

The external agencies finance about 70% of the public procurement. 
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Factors Impeding an Enabling E-gov. Environment in Developing Countries:  

Core Factors  Symptoms  Consequences  

   

Institutional Weakness  
Insufficient Planning Unclear 

Objectives  

Inadequately Designed 
Systems  

Cost Over-runs  

Human Resources  

Shortage of Qualified 
Personnel  

Lack or Professional Training  

Insufficient Support  

Isolation from sources of 
technology  

Funding Arrangements 
Underestimated Project Costs  

Lack of recurring expenditure  

Unfinished Projects  

Higher Maintenance Costs  

Local Environment 

Lack of Vendor representation 

Lack of back-up systems / 
parts  

Lack of qualified technical 
support Implementation 

Problems  

Technology and Information 
Changes  

Limited Hardware / Software  

Inappropriate software  

System Incompatibility  

Over-reliance on Customer 
Applications  

http://www.unpan.org/egovernment2.asp#survey 

 

 

 

 

 

 

http://www.unpan.org/egovernment2.asp#survey


Annex ð 3 cont... 
e-Gov Capacity Index 

   Global Index   1.62      

  

High E-gov Capacity  Medium E-gov Capacity  Minimal E-gov Capacity 
Deficient E-gov 
Capacity 

2.00 ð 3.25  1.60 - 1.99  1.00 - 1.59  Below 1.00   

USA 3.11  Poland  1.96  Armenia  1.59  Cameroon  0.99 

SAustralia  2.60  Venezuela  1.92  Brunei 1.59  

Cent Africa 

Rep. 0.98 

New Zealand  2.59  

Russian 

Fed. 1.89  South Afr ica  1.51  Ghana  0.98 

Singapore  2.58  Colombia  1.88  Paraguay  1.50  Nepal  0.94 

Norway  2.55  Latvia  1.88  Cuba  1.49  Thailand  0.94 

Canada  2.52  

Saudi 

Arabia  1.86  Philippines  1.44  Congo  0.94 

UK 2.52  Turkey 1.83  Costa Rica  1.42  Maldives  0.93 

Netherla nds 2.51  Qatar  1.81  Panama  1.38  Sri Lanka 0.92 

Denmark  2.47  Lithuania  1.81  Nicaragua  1.35  Mauritania  0.91 

Germany  2.46  Ukraine  1.80  Djibouti  1.35  Bangladesh  0.90 

Sweden  2.45  Bahamas  1.79  

Dominican 

Rep. 1.34  Kenya  0.90 

Belgium  2.39  Hungary  1.79  

Trin & 

Tobago  1.34  Laos 0.88 

Finland  2.33  Greece  1.77  Indonesia  1.34  Angola  0.85 

France  2.33  Jordan  1.75  Jamaica  1.31  Haiti  0.84 

Rep of Korea  2.30  Bolivia  1.73  Iran  1.31  Mauritius  0.84 

Spain  2.30  Egypt  1.73  Azerbaijian  1.30  Tanzania  0.83 

Israel  2.26  Slovakia  1.71  India  1.29  Senegal  0.80 

Brasil 2.24  Slovenia  1.66  

Kazahaksta

n 1.28  

Madagasca

r 0.79 

Italy  2.21  Mongolia  1.64  Belize 1.26  Zimbabwe  0.76 

Luxembourg  2.20  Oman  1.64  Barbados  1.25  Burkina Faso  0.75 

Unit. Arab 

Emir. 2.17  Ecuador  1.63  Guyana  1.22  Zambia  0.75 

Mexico  2.16  Suriname  1.63  Honduras  1.20  

Mozambiqu

e 0.71 

Ireland  2.16  Malaysia  1.63  

El 

Salavador  1.19  Sierra Leone  0.68 

Portugal  2.15  Romania  1.63  Guatemala  1.17  Cambodia  0.67 

Austria  2.14  Belarus 1.62  Gabon  1.17  Comoros  0.65 

Kuwait  2.12  Peru 1.60  

Turkmenista

n 1.15  Guinea  0.65 

Japan  2.12   Uzbekistan  1.10  Namibia  0.65 

Malta  2.11   Vietnam  1.10  Togo 0.65 

Iceland  2.10   

Samoa 

(West) 1.09  Gambia  0.64 

Czech 

Republic  2.09   

Cote 

d'lvoire  1.05  Malawi  0.64 

Argentina  2.09   China  1.04  Mali  0.62 

Estonia 2.05   Pakistan  1.04  Ethiopia  0.57 

Bahrain  2.04   Nigeria  1.02  Chad  0.55 

Uruguay  2.03   Kyrgyzstan  1.01  Niger  0.53 

Chile  2.03   Botswana  1.01  Uganda  0.46 

Lebanon  2.00   Taijikistan  1.00  
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List of persons interviewed during Face-to-Face interactions 
 

1. Mr. Narayan Prasad Silwal, Accountant General, Office of Finance Comptroller 

2. Mr. Umesh Nath Parajuly , Deputy Director, Irrigation Department, Lalitpur 

3. Mr. Babu Ram Gurung, Senior Divisional Engineer, Irrigation Department, Lalitpur 

4. Mr. Babu Ram Regmi, Joint Secretary, Law, Justice & Parliamnent Affairs Ministry 

5. Mr. Purna Bhadra Adiga, For Secretary, Ministry Of Science & Technology 

6. Mr. Dayaram Bdr.Shrestha, General Secretary, Ministry Of Science & Technology 

7. Mr. Atma Ram Ghimire, General Director, National Information Technology Center 

8. Mr. Adarsa Tuladhar, National Project Manager, Ministry Of Science & Technology 

9. Mr. Rameshwor Karmacharya, Manager, Nepal Telecommunication Corporation, Jawalakhel 

10. Mr. Suresh Kumar Pudasaini, Chairman, Nepal Telecommunication Authority  

11. Mr. Suray Kiran Gurung, General Secretary, Parliament Secretariat 

12. Mr. Radeshyam Bhattarai, Secretary, Upper House 

13. Mr. Badri Ojha, Director General, Federation of Nepal Chamber of Commerce & Industry 

14. Mr. Deepak Nepal, Sr. Manager, Dugar Brothers & Sons, Kantipath 

15. Mr. Ram Kishor Singha, Sr. Manager, Vehicle, Dugar Brother & Sons, Naya Baneshwor 

16. Mr. Surendra Raj Bhandari, shanti shakya, Nepal Electricity Authority 

17. Mr. Madhu Basyal, Marketing Manager, K.L. Dugar, Dillibazar 

18. Mr. Narayan Bdr. Shrestha, Procurement Manager, GTZ, sanepa 

19. Mr. Subash Bir singh Tuladhar, Project analysts, Asian Development Bank 

20. Ms. Pemba L. Sherpa, Operation Associate, UNDP 

21. Mr. Rejendra Kumar Lakhe, Procurement/ Ass Mart. Asst., UNDP 

22. Mr. Muni shakya, CEO, Hitech Pioneer 

23. Mr. Suraj Vaidya, President, Vaidya's Organization of Industries & Trading House 

24. Mr. Binaya Vhora, President, Vianet, Pulchowk 

25. Mr. Biplav Man singh, President, Mandala Software 

26. Mr. Bijaya Krishna Shrestha, President , Beltronix Pvt. Ltd. 

27. Mr. Sanjib Rajbhandari, President, Mercantile Communication Pvt. Ltd. 

28. Mr. Dileep Agrawal, President, CEO, World Link 

29. Mr. Rajendra Khetan, President, Khetan Group of Industries 

30. Mr. Rupesh Shrestha, General Manager, Infocom Pvt. Ltd. 

31. Mr. Suresh Dhoj Shrestha, ICT Advisor, Rural Urban Partnership Programme 

32. Mr. Bishnu Bahadur K.C., Office of the Auditor General 

33. Mr. Ramesh Nath Dungel, Vice Chairman, Transparency International 

 

 

 

 
 
 
 

   



          Annex ð 10.1 

 
Panel Discussion with Government High Ranking Officials 

2060 Sravan 2 Friday (July 18, 2003) 
 

List of Participants 
Rt. Hon. Shree Bishnu Bahadur K. C., Auditor General chaired the session. 

1. Dev Raj Regmi    Election Commission 
2. Prayag Lal Jha   Office of Auditor General 
3. Poorna Bhadra Adiga  Ministry of Science & Technology 
4. Krishna Prasad Panday  Parliament Secretariat 
5. Jagat Bahadur Khadka  National Planning Commission Secretariat 
6. Badri Nath Ghimire   Commission for Abuse of Authority 
7. Diwakar Rimal   Office of Financial Comptroller General 
8. K Manandhar   Royal Nepal Academy for Science & Technology 
9. Sagar Parajuli   Ministry of Industry, Commerce & Supply 
10. Shakti Prasad Shrestha  Office of Financial Comptroller General 
11. Dipak Nath Chalise   Department of Roads 
12. Sanjaya Upadhyay   Nepal Electricity Authority 
13. N. K. Uprety    Election Commission 
14. Harihar Nath Regmi  Central Bureau of Statistics 
15. Ram Krishna Regmi  Department of Irrigation 
16. Narayan B. Shrestha  Nepal Planning Commission Secretariat 
17. Purusottam Ghimire  Ministry of Science & Technology 
18. Tara Prasad Pandey  Office of Auditor General 
19. Poorna Das Shrestha  Melamchi Water Supply Development Board 
20. Surya Nath Shrestha  Department of Irrigation 
21. S. P. Sharma    Office of Financial Comptroller General 
22. Prahalad Karki   Nepal Planning Commission Secretariat 
23. Ramesh Kaji Shrestha  Department of Commerce 
24. Shesh Kanta    Gorakhapatra Daily 
25. Surendra Poudel   Nepal Samacharpatra Daily 
  

 
 



Annex ð 
10.2 

Panel Discussion with Service Providers 
2060 Sravan 4 Sunday (July 20, 2003)  

List of Participants  
Shree Suresh Kumar Pudasaini, Chairman, Nepal Telecommunication Authority chaired the 
session. 

1. Gyan Prasad Dhungana  Agriculture Development Bank 
2. Biplav Man Singh   Computer Association of Nepal 
3. Rupesh Bahadur Shrestha Infocom Pvt. Ltd. 
4. Sanjib Rajbhandari,     Mercantile 
5. Sindhu Nath Pyakurel  Nepal Bar Association 
6. Kamal Narayan Das   Nepal Bar Association 
7. Bijendra Suwal   Nepal Investment Bank Ltd. 
8. Kailash Prasad Neupane  Nepal Telecommunication Authority 
9. Keshav Bahadur Shah  Nepal Telecommunication Corporation 
10. Madan K. Shakya   Nepal Telecommunication Corporation 
11. Shiv Bhushan Lal   Nepal Telecommunication Corporation 
12. Sujit Shrestha    Standard Chartered Bank Nepal 
13. Narayan Bajaj   Association of Chartered Accountants of Nepal 
14. N. R. Mokhariwale   United Telecom Limited 
15. Binay Bihra    Vianet Communication Pvt. Ltd. 
16. Dileep Agrawal   World Link 
17. Shishir K. Singh   Everest Net/Lotus Holding 
18. Amar Das Shrestha   Nepal Bank Limited 
19. Bijaya K. Shrestha   Beltronix 
20. Arun Prasad Poudel  Nepali Patro Works 
21. Gaurab Raj Upadhyay  Computer Association of Nepal 
22. Bijaya Mishra   Kalyan Law Firm 
23. Chiranjeebee Poudel  Rajadhani Daily 
 
 

 



 
Annex ð 10.3 

Panel Discussion with Donor Agencies 
2060 Sravan 16 Friday (August 1, 2003) 

List of Participants  
Shree Ramesh Nath Dungel, Vice-President, Transparency International Nepal chaired the 
session. 

1. Adarsha Tuladgar , National Project Manager , Ministry of Science and Technology 

2. Vivek Sharma , National Program Assistant , Small Grants Programme 

3. Rajendra K. Lakhe , Procurement/Assetst Mgnt.asst. , UNDP 

4. Bigyan Pradhan , Sr.Financial Mgnt. Specialist , World Bank 

5. Deepak Shrestha , IT Specialist , Ministry of Sceience and Technology 

6. Suresh Dhoj shrestha , ICT Advisor , Rural Urban Partnership programme 

7. Santosh Gyawali , ICT Coordinator , USAID 

8. Dr. Ramesh B. Munakarmi , National Program Manager , Rural Urban Partnership 

Programme 

9. Narayan Sharma , Procurement Specialists , World Bank 

10. Peter Logan , Deputy President Representative , Asian Development Bank 

11. Sushil Pandey   ICIMOD 

12. George Varughese  The Asia Foundation 

13. Dinesh Manandhar  IDI/Wlink  

14. Mihir Kumar Thakur  Pro Public 

15. Binod Vaidya   Institute of Engineering 

16. Bhim Dhoj   Computer Association of Nepal 

17. Mamata Bhatta  Asian Development Bank 

18. Rameshwor Karmacharya Nepal Telecommunication Corporation 

19. Sanira Poudel   FES 

 



Annex ð 
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Panel Discussion with Public Works 
2060 Sravan 20 Tuesday (August 5, 2003) 

List of Participants  
Shree Sukunta Lal Hirachan, President, Federation of Contractors Association of Nepal 
chaired the session. 

1. Chet nath Pande    Nepal Engineers Association 

2. Nahendra Predhan  Nepal Engineers Association 

3. Birendra Bahadur Deoja Nepal Engineers Association 

4. Rajesh Thapa     SCAFE 

5. Nagendra Kayastha  MULTI Software 

6. Rajesh Lal Nyachhyan MULTI Softawre 

7. Hari Nairanjan   FCAN 

8. Rudra é   FCAN 

9. Kedarnath Bastola  FCAN 

10. Shankar Dangol  FCAN 

11. Shyam Kamat   Business Age 

12. Lalkaji Gubhaju  FCAN 

13. Basu Thapa   FCAN 

14. R. P. Kushuwaha  NIDC 

15. Keshab éé.   FCC 

16. Birendra Bahadur Deoja RAP 

17. Bijaya B. Malla  FCAN 

18. S. Bisht   FCAN 

19. Suresh Raj Upreti  NIDC 

20. Om Uprety   FCAN 

21. Shekhar Bhatta  NIDC 

22. Raj Babu Shrestha  RWSSFDB 

23. Badan Nyachhyan  MULTI  

24. Om P. Shrestha  Arniko Builders 

25. Amrit  Kumar Maharjan ANK Construction 

26. Surendra Bahadur Shrestha Lumbini Builders 

27. Jip Tsering Lama  FCAN 

28. Rabi Singh   FCAN 

29. Gopal Karki   FCAN 

30. Binod Poché   FCAN 

31. Gelje Sherpa   FCAN 

32. R. R. Adhikari   FCAN 

33. Shiva H. Ghimire  Wanba Construction 

34. Padam Gurung  Kalika Construction 

 

 



 

Workshop on e-Procurement in His Majesty's Government of Nepal 
2060 Aswin 4 Sunday (September21, 2003) 

 

List of Participants  
Honorable Dr. Shankar Prasad Sharma, Vice-chairman National Planning Commission 
inaugurated the workshop and Honorable Dr Yuv Raj Khatiwada, member National Planning 
Commission chaired the business session of the workshop 

 

1. Dhan Lal Shrestha - DANIDA  

2. Dinesh Chapagain - KU 

3. Krishna Mnandhar - RONAST 

4. Dilip Kumar Jha - NEA 

5. Nagendra Pradhan - NEA 

6. Manohar Bhattarai - SPPS/UNDP 

7. Saroj Shakya  - NTC 

8. Junji HinawaSin - CAN 

9. Debakar Pant  - Nepal Law Reform Commission 

10. Rupesh Shrestha - Infocom Pvt. Ltd. 

11. Purushottam Ghimire - MOST 

12. K.N. Bhatta  - Telegraph 

13. P.B. Adiga  - MOST 

14. C.N. Pande  - NEA 

15. Dambar B. Khalgn - IT High Level Commission Member 

16. Shakti Pd. Shrestha - FCGO 

17. Sarad Aryal  - D.W.N. 

18. Laxman Sharma - Irrigation Dept. 

19. Deo N. Yadav  - RAP 

20. Mukunda P. Joshi - RNAC 

21. Petter Logan  - ADB 

22. Suresh K. Pudashani - NTA 

23. Gyan Pd. Dhungana - ADB/N 

24. Hari Kri. Upadhayay - NPC 

25. Shankar P. Sharma - NPC 

26. Muni Shakya  - ISPN 

27. Sudarshan Poudyal - Nepal Rastra Bank 

28. Bhim Dhoj Shrestha - CAN 

29. Nick Langton  - The Asia Foundation 

30. Lochan Lal Amatya - CAN 

31. Dutta Shree Duwadi - CAN 

32. Shankar Man Singh - NCC 

33. Krishna Basyal - RR Campus 

34. Janak  Thapa  - Annapurna FM 

35. Binaya Sharma - Channel Nepal 

36. Pramod Giri  - Annapurna Post 

37. Biju Joshi  - Radhani Daily 

38. Rabin Pd. Thapaliya - HBC FM 

39. Bimal Babu Khatri - Gorkhapatra 

40. Bhoj Raj Bhatta - Space Time 

41. Kedar shree Joshi - Jnaprabhat Weckly 

42. Choodamani Kandel - TV Kirtipur 

43. Ramesh Karki  - TV Kirtipur 

44. Ramesh Giri  - Times F.M 

45. Mohan Khakal  - Journalist 

46. David Mahat  - Khabar Patrika 

47. Ram Thapa  - Journalist  



48. Netra Raj Pandey - Commander Daily 

49. Indra Gurung  - The Himalayan Times 

50. Ramshankar  - Advertisement 

51. Babu Krishna  -  NTV 

52. Bidya Bajracharya - Nepal 1 TV 

53. Dipendra Bantawa - Channel Nepal 

54. Madan Acharya - NTV 

55. Navee   - NTV 

56. Bishnu Kalpit  - Nepal 1 TV 
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