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GOVERNMENT  PROCUREMENT  IN  
INDIA

 Govt. is Single largest Buyer of goods and Services.
 Public Buying needs more prudence –transparency & 

accountability.
 Transparent & Competitive Procurement system 

necessary to ensure value for money as Public money is 
spent.

 Efficiency. 



GOVERNMENT 
PROCUREMENT IN INDIA

Legal & Institutional Framework
No Nominated Legal authority to Public 

Procurement Procedural Framework
No Nominated Agency Responsible for framing 

Procurement Policies
Directorate General of Supplies & Disposals 
General Financial Rules
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Constitution enshrines to
-Protect Fundamental Rights of 
citizens
-Authorises Central/State Govt. to 
contract for goods & services. 
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Constitutions of India -Concurrent list
-Contracts, including partnership, agency,
contracts of carriage and other special forms
of contracts, but not including contracts
relating to agricultural lands.

 THUS GOVERNMENT CONTRACTS ARE 
NOT INCLUDED AS A SEPARATE ENTRY.
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Accountability Framework

 Central Vigilance Commission
- oversee Compliance of Rules & 
Regulations in Public Procurement 

 Comptroller & Auditor General
- Post Audit of Contracts and Expenditures
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Accountability Framework (contd)

Competition Commission of India

•Prevent Cartel Formation

•Check Collusive Bids

•Bid Rigging



GOVERNMENT  PROCUREMENT  IN  
INDIA

Scope  and Coverage
 Public Procurement decentralised to a large 

extent.
- Decentralised approach- Take care of User’s 
needs, encourages local participation of micro 
& small Enterprises.
-Centralised approach- Bulk buying/potential 
economies of scale.
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Scope  and Coverage

GOVERNMENT PROCUREMENT
PUBLIC PROCUREMENT

DEFENCE RAILWAYS PARA MILITARY
FORCES

OTHER CENTRAL GOVT.
DEPARTMENTS
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POWER OF GOVT. TO CONTRACT

Govt. derives power of making a
contract from Article 298 of the
constitution. This power is subject to part-
III of constitution. Thus in making a
contract, no fundamental right of a
contractor should be violated.
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1. Laws relating to contract
a) Indian Contract Act 1872
b) Sale of Goods Act 1930

2. Laws relating to Business Associations
a) Indian Partnership Act 1932
b) Companies Act 1956
c) Limited Partnerships Act
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3.3 Carriage of Goods by Air Act 1972

3.4 Multimodal transportation Act 1992

4. Taxation Laws
> Central Excise Act
> Central / State Sales Tax Acts
> Customs Act
> Income Tax Act
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5. Regulation related Acts

a) Negotiable Instruments Act
b) Foreign Exchange Mgmt Act
c) Competition Act 2002.
d) Prevention of Corruption Act
e) Environmental Protection Act 
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6. Intellectual Property Acts

a) Patent Act 1970
b) Copy Right Act 1957

7. Technology related Acts
“Information Technology Act  2000”

8. Dispute resolution related Laws
“Arbitration & Conciliation Act  1996
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GFR (Rule 137):

Authority delegated with Financial Powers
for procuring goods in public interest shall
have responsibility and accountability to
bring efficiency, transparency, economy in
matters relating to procurement and for fair
and equitable treatment of Suppliers and
promotion of competition in Public
Procurement.
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 Public Procurement must conform to:-

- Specification in terms of quality, type, quantity of
goods;

- Selected offer adequately meets requirement in all
respects;

- Price of selected offer is reasonable and consistent
with quantity required.



Procurement Practices in India

 Registration of Suppliers:

- DGS&D prepare and maintain item-wise list of
eligible and capable suppliers;

- NSIC also grant registration to small and micro
industries;

- HOD may also register suppliers of goods
specifically required by that office.
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(Registration Contd.)

- Credentials, manufacturing facilities,
quality control system, past performance,
financial background are carefully verified.

- Period of Registration 1 to 3 years.

- Conduct and Performance of registered
suppliers to be watched.
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 Reserved Items:
- Hand spun and Hand woven (Khadi) – exclusive

purchase from KVIC.
- Handloom textiles – exclusive purchase from KVIC

and ACASH
- Coir Products – from Coir Board.
- 358 items exclusive purchase from Micro and

Small Enterprises.
- 102 medicines–exclusive purchase from CPSEs
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Mode of Tender Enquiry 

 Advertised Tender Enquiry (ATE)

 Limited Tender Enquiry (LTE)

 Single Tender Enquiry (STE)
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 Advertised Tender Enquiry (ATE)

-To be used for procurement of goods of estimated
value of Rs 2.5 millions and above.

-Advertised in ITJ/ One National Daily/ Website.

-Minimum 3 weeks time be allowed for submission 
of bids 
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 Limited Tender Enquiry (LTE)

 Est. value less than Rs 2.5 millions

 Bidding documents should be sent by Speed Post/ Registered
Post/ E-mail.

No. of Suppliers should be more than 3.

With justifications, LTE may be adopted where Est. value is
more than Rs 2.5 millions.
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 Single Tender Enquiry (STE)

Only a particular firm is a manufacturer.

For standardization of machinery or spare to be compatible
to the existing equipment.

 In case of emergency
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 Contents of Bidding Documents:

 Instruction to Bidders.

 Conditions of Contract.

 Schedule of Requirements.

 Detailed Specifications and Technical Particulars.

 Price Schedule.

 Contract Form.
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Contents of Bidding Documents (contd):

- Text of bidding document should be self contained and
comprehensive.

- Criteria of eligibility and qualification.

- Procedure as well as day, time and place for sending bids.

- Date, Time and Place of opening of bids.



Procurement Practices in India
 Contents of Bidding Documents (Contd):

-Terms of Delivery

-Special Terms affecting performance

-Specifications of required goods

-Criteria for determining responsive bids

-Provision for settlement of disputes, jurisdiction of courts.
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 Two Bid System
 Technical Bid consisting technical details

and commercial terms and conditions
 Financial Bids – item-wise price for items

mentioned in technical bids.
 Technical Bids are opened first and

evaluated.
 Financial Bids of only technically acceptable

opened.
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 Bid Security & Performance Security

- 2 to 5% of estimated value taken as bid
security along with the bid.

- 5-10% of value of order obtained from
successful bidder for due performance of the
contract.
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 Pre- Bid Conference:

In case of turn key project or contract of special

nature for procurement of sophisticated and costly

equipments pre-bid conference for clarifying issues

and clearing doubts are arranged sufficiently ahead of

bid opening date.
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Opening of Bids:

-Bids should be opened in public and
authorised representative of bidders should be
allowed to attend.
-Bidders should not be permitted to alter or
modify their bids after expiry of deadline for
receipt of bids.
-No late bids – bids received after specified date
and time – be considered.
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 Evaluation of Bids

-Bids received should be evaluated in terms of
conditions already incorporated in the bidding
document.

-No new conditions should be brought in for
evaluations.
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 Negotiations:

-Negotiations after bid opening must be severely
discouraged.

-No post tender negotiations with L-1 except in
exceptional situations such as procurement of
proprietary items, items with limited sources of
supply, suspicion of cartel formation.
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Rate Contracts of DGS&D -Background

Headquarter at New Delhi with Three Regional Purchase Offices in
Metros and 27 QA Offices in Major Industrial Towns

 Purchase Directorates Organized Commodity Wise to Facilitate
Maintenance of Data, Market Intelligence, Technological
Advancement in Products and Processes

Quality Assurance Offices Located Near Users and Industry to
Facilitate Quick Response

 Technical and Multi-disciplinary Workforce Including Two Group
“A” Engineering Services Recruited Through UPSC.
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 DGS&D Concludes Rate Contract with registered

suppliers for goods and items of standard type,

identified as common user items and needed on

recurring basis.

 Over 320 items with sub-components over 15,000

numbers available on R/C with more than 1300

Vendors.
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 Rate Contract(RC) is an agreement between Purchaser and

Supplier for supply of goods at mutually agreed prices and

specifications, valid normally for a year.

 Generally having no quantity limitations. However, RC

holding firm is bound to execute all supply orders placed

within validity period of RC.

 RC prices are the most favourable in the country. In case RC

holder sells or offers to sell at a price lower than RC price, Fall

Clause becomes operative and RC price is reduced.
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Rate Contracts – Advantages to users

Competitive & Economical Price Due to Aggregation of Demands.

R/C Prices Remain Most Economical at All Times Through Operation of Fall
Clause

Saves Time, Efforts, Man-hours and Related Costs Involved in Tedious &
Repetitive Tendering at Multi-user Locations

Enables Procurement as and when Required - Reduction in Inventory
Carrying Cost

Advantages Even to Small Users & Those Located in Remote Areas

Availability of Quality Goods With Full Quality Assurance Back-up

Single Window System for Purchases of Common User Goods

Saves The Cost – Both Administrative And Personnel – of Creating
Specialized Procurement Cells in Different Departments/ Organizations
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DGS&D  a crusader in  e-Procurement 
•A nodal agency under e-Governance Mission Mode Project 

•E-procurement has following obvious advantages :-

- Better Transparency

- Increased & Wider Competition

- Speed & Greater Accuracy

- On line participation by all Stakeholders and end to end  
solution for entire activity of e-Procurement

- Effective forum for redressal of needs of Vendors and Users
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 GENERATION OF DRAFT SPECIFICATIONS FOR TENDERING &

AND FINALIZATION OF TENDER SPECFIFICATIONS IN

CONSULTATION WITH TRADE & USER DEPTTS IN CCMs.

 ON LINE TENDER NOTICE ON REAL TIME BASIS.

 AVAILABILITY OF COMPLETE TENDER ENQUIRY ON WEB

 SEAMLESS BIDDING BY SUPPLIERS.

 AVAILABILITY OF OFFERS AND PRICE COMPARATIVE

STATEMENTS IN PUBLIC DOMAIN.



E-PROCUREMENT - COMPONENTS

 E-PURCHASE
• REGISTRATION
• STORE CODING
• TECHNICAL PARTICULARS
• EVALUATION OF BIDS
• AWARD OF RATE CONTRACT

 E-INSPECTION / SUPPLY
• SUPPLY ORDER
• INSPECTION
• DISPATCH DETAILS
• RECEIPT DETAILS

 E-TENDERING
• TENDER NOTICE
• TENDER ENQUIRY
• BID SUBMISSION
• BID OPENING

 E-PAYMENTS
• BILL SUBMISSION
• PROCESSING
• PAYMENTS
• DEBIT ADJUSTMENTS
• STATUS & COMPLAINTS



TENDER                                E-TENDERING              TENDER EVALUATION

TENDER 
DOWNLOAD

TENDER/BID 
SUBMISSION

TENDER/BID 
EVALUATION

APPROVAL

NIC

SPECIFICATION

TENDER 
PLANNING

TENDER 
ENQUIRY

CORRIGENDA

SUBMITTING 
EMD’S 

DETAILS

E-PROCUREMENT FRAMEWORK IN DGS&D
RATE CONTRACT

RATE 
CONTRACT

ASP

CCM DIGITAL 
SIGNATURE

REGN WITH 
SERVICE 

PROVIDER

ONLINE 
SUPPLY 
ORDER

BID OPENING
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Issues and Challenges in Accession to GPA:

 Price preference upto 15% extended to MSEs over LSI.

 358 items reserved for exclusive purchase from MSEs.

 Khadi & Handloom products – for exclusive purchase
from KVIC/ACASH
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Coir Products from Coir Board:

 102 medicines - exclusive purchase from CPSEs

 Excise Duty/ VAT concessions extended to Mfg. units

in backward areas.

 Price Variation for raw materials allowed in contracts

with base rate of indigenous Public Sector

Manufactures.
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Mandatory ISI mark of stores.

21 items reserved for exclusive 
manufacture in MSEs  Sector.

Mandatory purchase of BEE star Rated 
Items by Govt.
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