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Public Procurement: Role
Major and Key Economic Activity by 

the State
Major and Key Economic Activity by 

the State

Functional 
Requirements

Delivery of 
Public Services 

and 
Development 

Project 
Deliveries

Defense and 
Security.

Disaster 
Management
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Objectives of Public Procurement

• For timely delivery of Goods, 
Works and Services

• Required for implementation 
of various government policies 
and initiatives in the social, 
infrastructure, education, 
healthcare sector etc

To provide 
for a high 
velocity, 

transparent 
and 

economic 
delivery 

mechanism

8/26/2015 NJA BPL Presentations Amitabh Datta 3



The DNA of  Public Procurement 
Every authority delegated with the financial powers of 
procuring, works and services in public interest shall 
have the responsibility and accountability to bring 
efficiency , economy and transparency in matters 
relating to public procurement and for fair and 
equitable treatment of suppliers and promotion of 
competition in public procurement 

[Rule 137 of GFR 2005]
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Public Procurement in India-Central Principles

�y Before 1979, the Courts had not enquired as to how the power to 
enter into government contracts was exercised. For the first time, 
in the R.D.Shetty  vs. International Airport Authority of India 
case of 1979, the Supreme Court passed the following judgment:

“It must, therefore, follow as a natural corollary from the principle of 
equity enshrined in Article 14 that though the State is entitled to 
refuse to enter into relationship with anyone, yet if it does so, it 
cannot arbitrarily choose any person it likes for entering into such 
relationship and discriminate between persons similarly 
circumstanced, but it must act in conformity with some standard or 
principle which meets the test of reasonableness and non -
discrimination and any departure from standard or principle would 
be invalid unless it can be supported or justified on some rational  
and non -discriminatory ground”
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Central Principles of Public Procurement

No open and 
unrestricted 

choice  in 
contract award

Non-
discriminatory 
standards and 

principles

No arbitrariness
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Volume of Public Procurement 
• 15% of GDP, globally
• Can exceed 25% of the GDP in countries 

such as Viet Nam, India, P R of China etc
OECD

• 20% of the GDPWTO

• Approximately $ 250 Billion in a year
Regulatory 

Authorities in 
India
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Volume of Public Procurement in India
• Rs 77,704 Crore, about 82% of the 

Capital Expenditure Budget [BE 2015-
16] 

Ministry of 
Defense

• Rs 71,000 CroreRailways

• Rs 9 lakh Crore to Rs 11 lakh CroreCPSEs
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Support System of Public Procurement

Government’s 
Policies on 

Procurement

Legal 
Framework

Procedural 
Framework

Regulatory 
Framework
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Public Procurement in India
Supporting Rules/Guidelines/Acts

General Financial Rules

Ministry’s/Department’s 
own Rules and 
Procedures on 
Procurement

CVC Guidelines
The Contracts Act, Sale 

of Goods Act, 
Competition Act, etc
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Public Procurement Laws
�y India is yet to enact a federal public procurement law
�ySome of the important public procurement laws
�9UNCITRAL Model Law on Public Procurement
�9EU Directives on Public Procurement
�9Government Procurement Agreement (GPA) of the 

WTO 
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Legal Framework of Public Procurement in India

GovernmentGovernment

Legislature

Parliament not yet 
made any Law on 

Procurement

Judiciary 

A few judgments of 
the Supreme Court 

laying down some basic 
principles of public 

procurement 
emanating  from the 

fundamental rights of 
the Constitution

Executive

President

Article 58 and 77 of the 
Constitution

Government of India 
(Transaction of Business) 

and (Allocation of 
Business) Rules, 1961

General Financial Rules
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Legal Framework of Public Procurement in India

• Authorizes the President to make rules for 
Transaction and Allocation of business

Article 77 of 
the 

Constitution

• The President has promulgated the Government 
of India (Transaction of Business) Rules, 1961 and 
the Government of India (Allocation of Business) 
Rules, 1961. Authority for making rules vested on 
MoF who issued GFR

Government 
of India 
Rules
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Legal framework of public procurement

• All contracts made in exercise 
of executive powers of the 
Union or the State, shall be 
expressed to be made by the 
President or the Governor of a 
State, as the case may be.

Article 299 
of the 

Constitution
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Procedural Framework of Public Procurement
�yManuals on Policy and Procedure for procurement of 

Goods, Works and Services, issued by the Government
�yThese were drafted in conformity  with the applicable 

procurement law  and rules of the country
�yTo be taken as general guidelines and 

Ministries/Departments are to supplement these 
manuals by issuing detailed operating instructions. 
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Regulatory framework of public procurement in India
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Comptroller 
and Auditor 

General 
(CAG)

Central 
Vigilance 

Commission 
(CVC)

Competition 
Commission 
of India (CCI)

Regulatory 
framework



General Financial Rules (GFR)
�yGovernment of India Rules vest financial powers of the 

Government in the Ministry of Finance
�yThe Finance Ministry has issued the GFR
�yFirst introduced in 1947 as a set of executive 

instructions
�ySubsequently modified in 1963 and issued as GFR
�yLast revised in 2005
�yTill date, there is no national legislation on Public 

Procurement and GFR govern the same

8/26/2015 NJA BPL Presentations Amitabh Datta 17



General Financial Rules,2005
�yChapter 5: Works
�yChapter 6: Procurement of Goods and Services 
�yChapter 7: Inventory Management
�yChapter 8: Contract Management
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General Financial Rules 2005

• General rules applicable to 
all Ministries and 
Departments

Rule 
135

• Detailed instructions , broadly in 
conformity with GFR, relating to 
procurement may be issued by 
the procuring departments, 
suiting their requirements.

Rule 
135
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Public Procurement: GFR

• Thus, GFR permits 
Ministries and Departments 
to formulate Sector Specific 
Procurement Procedures, 
Bid Documents, Contract 
Conditions etc.

Rule 
135
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Fundamental Principles of Public Buying
GFR 137

• Every authority delegated with the 
financial powers of procuring goods in 
public interest.

For whom?

• Responsibility and AccountabilityMandate?

• Bring efficiency, economy and transparency
• Fair and equitable treatment of suppliers and 

promotion of competition in public procurement
To?
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General Financial Rule 137

• Fair and Transparent
Bid Invitation 

Procedure

• Selected offer adequately meets 
the requirements in all respectsMandatory

• Price of the selected offer is 
reasonable and consistent with 
the quality required

Mandatory
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General Financial Rules (GFR)
�y Standards of Financial Propriety, Rule 21: Every officer incurring or 

authorizing expenditure from public money should be guided by high 
standards of financial propriety. Main principles are:

1. Every officer is expected to exercise the same vigilance in respect of 
expenditure incurred from public money as a man of ordinary 
prudence would exercise of his own money.

2. No authority should exercise its powers of sanctioning expenditure 
to pass an order which will be directly or indirectly to its own 
advantage.

3. Expenditure from public money should not be incurred for the 
benefit of a particular person or a section of the people unless a claim 
for the amount could be enforced in a Court of Law or the 
expenditure is in pursuance of a recognized policy or custom. 
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General Financial Rules (GFR)
�y Rule 160, some of the important measures:
1. Suitable provision should be kept in the bidding document to enable a bidder to 

question the bidding conditions, bidding process and/or rejection of its bid.
2. The bidders should be given reasonable time to send their bids.
3. The specifications of the required goods should be clearly stated without any 

ambiguity so that the prospective bidders can send meaningful bids. In order to attract 
sufficient number of bidders, the specifications should be broad based to the extent 
feasible. Efforts should also be made to use standard specifications which are widely 
known to the industry.

4. Criteria for determining responsiveness of bids, criteria as well as factors to be taken 
into account for evaluating the bids on a common platform and the criteria for 
awarding the contract to the responsive lowest bidder should be clearly indicated in 
the bidding documents.

5. Bids received should be evaluated in terms of the conditions already incorporated in 
the bidding documents; no new condition which was not incorporated in the bidding 
documents should be brought in for evaluation of  the bids. Determination of a bid’s 
responsiveness should be based on the contents of the bid itself without recourse to 
extrinsic evidence.
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General Financial Rules (GFR)
�y Rule 161: Public Procurement procedure to ensure efficiency, economy and 

accountability in the system. To achieve the same, the following key areas 
should be addressed:

1. To reduce delay, appropriate time frame for each stage of procurement 
should be prescribed by the Ministry or Department. Such a time frame will 
also make the concerned purchase officials more alert.

2. To minimize the time needed for decision making and placement of 
contract, every Ministry/Department with the approval of the competent 
authority, may delegate, where necessary, appropriate purchasing powers to 
the lower functionaries.

3. The Ministries or Departments should ensure placement of contract within 
the original validity of the bids. Extension of bid validity should be resorted 
to only in exceptional circumstances. 
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General Financial Rule 141
• DGS & D concludes Rate Contracts for 

goods of standard types – Common 
User Items

Rate Contracts of 
DGS &D

Rule 141 of GFR

• Various Central Government Ministries 
and Departments which need these 
items recurrently

Who are the users?

• Ministries and Departments shall 
operate these Rate Contracts to the 
maximum extent possible

Directions
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General Financial Rule 144
Reservations for Procurement of Goods

• Khadi Village Industries Commission 
(KVIC)

All items of 
Handspun and 

Handloom Textiles

• Association of Corporations and Apex 
Societies of Handlooms (ACASH) 
and/or KVIC

All items of 
Handloom Textiles

• Registered Small Scale Industries
Some specified 

items
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General Financial Rule 162
Buy Back Offer

�y If it is decided to replace an existing old item with a new 
and better version – the department may trade the existing 
old item while purchasing the new one

�y A suitable clause is to be incorporated in the bidding 
document so that the prospective and interested bidders 
can  formulate their bids accordingly

�y The time as well as the mode of handing over the old item 
to the successful bidder to be suitably incorporated in the 
bidding document

�y Provision should also be kept in the bidding document to 
enable the purchaser either to trade or not to trade the old 
item, while purchasing the new one
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General Financial Rules Provision
�yRule 145: Purchase of goods without quotation
�9Purchase of goods up to the value of Rs 15,000 only on 

each occasion may be made without inviting 
quotations or bids on the basis of a certificate  to be 
recorded by the competent authority in the following 
format.

“I,-----, am personally satisfied that these goods 
purchased are of the requisite quality and specification 
and have been purchased from a reliable supplier at a 
reasonable price.”
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General Financial Rules Provision
�yRule 146: Purchase of goods by purchase committee
�9Purchase of goods costing above Rs 15,000 only and up 

to Rs 1,00,000 only on each occasion may be made on 
the recommendations of a  duly constituted Local 
Purchase Committee consisting of three members of 
an appropriate level as decided by the Head of the 
Department. The Committee will survey the market to 
ascertain the reasonableness of rate, quality and 
specifications and identify the appropriate  supplier.
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General Financial Rules Provision
�yPurchase of goods by purchase committee
�9Before recommending placement of the purchase 

order, the members of the committee will jointly 
record a certificate as under.

“Certified that we, ---------, members of the purchase 
committee are jointly and individually satisfied that the 
goods recommended for purchase are of the requisite 
specification and quality, priced at the prevailing 
market rate and the supplier recommended is reliable 
and competent to supply the goods in question.”
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General Financial Rules Provision
�yRule 151, Limited Tender Enquiry
�9May be adopted when the estimated value of the goods 

to be procured is up to Rs 25 Lakh
�9Tender Enquiries are to be sent by speed 

post/registered post/courier/e -mail to the firms which 
are borne on the list of registered suppliers for the 
goods in question

�9The number of supplier firms in Limited Tender 
Enquiry should be more than three
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General Financial Rules Provision
�y Rule 154. Single Tender Enquiry
�9Procurement from a single source may be resorted to in the 

following circumstances
1. Only a particular firm is the manufacturer of the required 

goods
2. In a case of emergency, the required goods are necessarily 

to be procured from a particular source
3. For standardization of machinery or spare parts to be 

compatible to the existing sets of equipment, the 
required item to be purchased only from a selected firm

NB: In circumstances 1 and 3 above, Proprietary Article 
Certificate (PAC) is to be provided by the user 
department  
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Maintenance Contract
�y Rule 156
�9Depending on the cost and nature of goods to be 

purchased, it may also be necessary to enter into 
maintenance contract(s) of suitable period either with the 
supplier of goods or with any other competent firm, not 
necessarily the supplier of the subject goods. Such 
maintenance  contracts  are  especially needed for 
sophisticated and costly equipment and machinery. It may 
however be kept in mind that the equipment or machinery 
is maintained free of charge by the supplier during its 
warranty period or such other extended periods as the 
contract terms may provide and the paid maintenance 
should commence  only thereafter
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Bidding Procedure
• Procurement Value>Rs 25 Lakh in each case
• Advertisement in at least one National daily 

having wide circulation and in the Indian 
Trade Journal (ITJ)

Advertised Tender 
(National Competitive 

Bidding, NCB)

Rule 150 of GFR

• Mandatory posting of tender enquiries, 
corrigenda thereto on the Central Public 
Procurement Portal – www.eprocure.gov.in

Advertised Tender

Directives of Fin Min

• e-Procurement mandatory for estimated value 
Rs 5 Lakh or more

• Complete bidding docs to be uploaded in the 
e procurement portal of a department or the 
CPP Portal

Directives of Fin Min
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Bidding Procedure
• When the Ministry or Department feels 

that goods of requisite quality and 
specification may not be available within 
the country

Global Tender –
International Competitive 

Bidding (ICB)

Rule 150 (iv) of GFR

When?

• For World Bank funded Projects with 
allowance for domestic preferencePreferred Mode

• Ministry/Department should send copies of tender 
notices to the Indian Embassies abroad as well as 
foreign Embassies in India, depending upon the 
potential of availability of  required goods in such 
countries.

Notification

8/26/2015 NJA BPL Presentations Amitabh Datta 36



Two Packet System of Bidding
• Useful for procuring complex and high value 

Machinery and Plant
• Bids obtained in two separate packets

Single Stage, Two 
Packet System

Rule 152 of GFR

• 1st Packet contains all technical details along 
with commercial terms and conditions

• 2nd Packet contains price bids for all the items 
of the technical bid

Single Stage Two 
Packet System

• 1st Packet opened first and technical 
bids are evaluated by a nominated 
committee

Process
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Two Packet System of Bidding
• At the second stage, 2nd Packets containing 

price bids of only those bidders whose  
technical bids have been found responsive, 
are opened on/at a declared date and time

• 2nd Packets of technically non responsive bids 
to be returned to those bidders, unopened 
with EMD before opening of price 
bids/seeking revised price bids.

Single Stage Two 
Packet Bidding

Process

• One of the advantages of this system is the 
freedom of the Procurement Officers from 
the pressure of the L1 bid

• However, this will also require a very high 
degree of knowledge, application and 
integrity of the personnel evaluating the 
technical bids.

Important 
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Late Bids
�yRule 153- GFR
�9In the case of Advertised Tender or Limited Tender 

Enquiry late bids i.e. bids received after the specified 
date and time of receipt of bids, should not be 
considered
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Contents of Bidding Document
�y All the terms, conditions, stipulations and information to be 

incorporated in the bidding document are to be shown in the 
appropriate chapters as below:-

1. Chapter 1, Instruction to Bidders
2. Chapter 2, Conditions of Contract
3. Chapter 3, Schedule of Requirements
4. Chapter 4, Specifications and allied Technical Details
5. Chapter 5, Price Schedule, to be utilized by the bidders for 

quoting their prices
6. Chapter 6, Contract Form
7. Chapter 7, Other Standard Forms, if any, to be utilized by the 

purchaser and the bidder
[Rule 155 of GFR]
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Bid Security
�yRule 157
�9Required to safeguard against a bidder’s withdrawing 

or altering its bid during the bid validity period in the 
case of advertised or limited tender enquiry [also 
known as Earnest Money]

�9To be obtained from the bidders except those 
�™Who are registered with the Central Purchase 

Organization, National Small Scale Industries 
Corporation (NSIC) or the concerned Ministry or 
Department
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Bid  Security - Continued
�9The bidders should be asked to furnish bid security 

along with their bids
�9Amount of the Bid Security should ordinarily range 

between 2% to 5% of the estimated value of the goods 
to be procured. The exact amount of Bid Security  
should be accordingly determined by the 
Ministry/Department and indicated in the bidding 
documents

�9May be accepted in the form of A/c Payee DD, FDR, 
Banker’s Chequeor BG from any of the commercial 
banks in an acceptable form
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Bid Security - Continued
�yThe Bid Security is to normally remain valid for a 

period of 45 days beyond the final bid validity period
�yBid Securities of the unsuccessful bidders should be 

returned to them at the earliest after the expiry of the 
bid validity and latest on or before the 30th day after 
award of the contract
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Performance Security
�y Rule 158 of GFR
�9 To ensure due performance of the contract, Performance 

Security is to be obtained from the successful bidder for winning 
the contract, irrespective of their registration status

�9 Amount should be 5 to 10% of the value of the contact to be 
awarded

�9 Acceptable forms: A/c Payee DD, FDR or BG from a Commercial 
Bank in an acceptable form

�9 Validity: Should remain valid for a period of 60 days beyond the 
date of completion of all contractual obligations of the supplier 
including warranty obligations

�9 Bid Security should be refunded to the successful bidder on 
receipt of the performance security
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Advance Payments to Suppliers
�yOrdinarily, payments for services rendered or supplies 

made should be released only after the services have 
been rendered

�yAdvance payment may be necessary by firms holding 
maintenance contracts for servicing air conditioners, 
computers or other costly equipment etc

�yAdvance payment demanded by firms against 
fabrication contracts, turn -key contracts etc
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Advance Payment to Suppliers
�y Limits
�930% of the contract value to private firms
�940% of the contract value to a State or Central Government 

Agency or a PSU, or
�9 In case of maintenance contract, the amount payable for 6 

months under the contract
�y Conditions
�9Ministries/Departments may relax the ceilings in 

consultation with the FA
�9Adequate safeguard in the form of BG should be obtained 

from the firm
[Rule 159 of GFR]
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Acceptable BGs
Authority Type of Bank Reference

RBI Scheduled Commercial 
Bank

Para 2.2.7.1 of Master 
Circular No RBI/2013-
14/66 dated 01.07.2013

GFR Commercial Bank Rule 158

DGS&D Scheduled Commercial 
Bank

DGS&D Manual

CPWD Scheduled Bank or SBI CPWD Manual

Indian Railways Nationalized Bank or 
Scheduled Bank

Scheduled Bank is a bank 
defined under Section 
2(e) of the RBI Act, 1934
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Contract Management  
General Financial Rules 2005, Government of India

�yRule 203
1. All contracts shall be made by an authority to do so 

by or under the orders of the President in terms of 
Article 299(1) of the Constitution of India

2. All the contracts and assurances of property made in 
the exercise of the executive power of the Union shall 
be executed on behalf of the President. The words 
“for and on behalf of the President of India” should 
follow the designation appended below the signature 
of the officer authorized in this behalf.
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Contracts Management
GFR, 2005

�yRule 204
�9The terms of a contract must be precise, definite and 

without any ambiguities
�9Standard forms of contracts should be adopted 

wherever possible, with such modifications as are 
considered necessary in respect of individual 
contracts. The modifications should be carried out 
only after obtaining financial and legal advice

�9In cases where standard forms of contracts are not 
used, legal and financial advice should be taken in 
drafting the clauses in the contract
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Contracts Management
GFR, 2005

�yRule 204-Continued
�9Cost Plus Contracts: A Cost Plus Contract means a 

contract in which the price payable for supplies or 
services under the contract is determined on the basis 
of actual cost of production of the supplies or services 
concerned plus profit either at a fixed rate per unit or 
at a fixed percentage on the actual cost of production

�¾Should normally be avoided
�¾May be resorted to, where unavoidable, duly recording 

full justification 
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Contracts Management  
GFR, 2005

�yPrice Variation Clause
�9Can be provided only in long-term contracts; where 

the delivery period exceeds beyond 18 months
�9In short-term contracts, firm and fixed prices should 

be provided for
�9Where a price variation condition is provided, the 

price agreed upon should specify the base level viz. the 
month and the year to which the price is linked, to 
enable variations being calculated with reference to 
the prevailing in that month and year
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Contracts Management
GFR, 2005

�yPrice Variation Clause
�9A formula for calculation of the price variations that 

have taken place between the base level and the 
Scheduled Delivery Date should be included in the 
Clause

�9The variations are usually calculated by using indices 
published by the Government or Chambers of 
Commerce, periodically
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Contracts Management
GFR, 2005

�y An illustrative formula

P1 = P0[F + a*M1/M0 + b*L1/L0]

Where,

P0 is the contract price at the base level

P1 is the revised contract price

F is the fixed element, not subject to any price variation

a is the assigned percentage to the material element in the contract price

b is the assigned percentage to the labor element in the contract price

Lo and L1 are the wages indices at the base month and year and at the 
month and year of calculation respectively

Mo and M1 are the material indices at the base month and year and at the 
month and year of calculation, respectively
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Contracts Management
GFR, 2005

�yPrice Variation Clause
1. The fixed element may have a weight of 15 to 20%
2. Variation of material cost may be allowed a weight of 

40 to 60%
3. The weight for wages variation may be 20 to 45%
4. The total weight of the three elements should be 100
�y The Price Variation Clause should also specify cut-off 

dates for material and labor, as these inputs taper off 
well before the scheduled delivery dates
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Contracts Management
GFR, 2005

�yPrice Variation Clause
�9The PVC should provide for a ceiling on price 

variations, particularly where escalations are involved
�9The buyer should ensure a provision in the contract for 

benefit of any reduction in the price, in terms of the 
price  variation clause, being passed on to him

�9Where advance or stage payments are made; there 
should be a further stipulation that no price variation 
will be admissible on such portions of the price, after 
the dates of such payment 
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Contracts Management
GFR, 2005

�yPrice Variation Clause
�9No price variation will be admissible beyond the 

original scheduled delivery date for defaults on the 
part of the supplier

�9Price variations may be allowed beyond the original 
scheduled delivery date, by specific alteration  of that 
date, through an amendment to the contract in case of 
Force Majeure  or defaults by the Purchaser
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Contracts Management          
GFR, 2005

�yThe terms of a contract including the scope and 
specifications, once entered into, should not be 
materially varied

�yWhenever material variation in any of the terms or 
conditions in a contract becomes unavoidable; the 
financial and other effects should be examined and 
recorded and specific approval of the authority 
competent to approve the revised financial and other 
commitments obtained, before varying the conditions
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Contracts Management
GFR, 2005

�yAll changes to a contract should be in the form of an 
amendment to the contract, duly signed by all parties 
to the contract

�yNormally, no extension of the scheduled delivery or 
completion dates should be granted except where 
events constituting Force Majeure, as provided in the 
contract, have occurred or the terms and conditions 
include such a provision for other reasons
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Contracts Management
GFR, 2005

�y All contracts shall contain a provision for recovery of 
liquidated damages for defaults on the part of the 
contractor

�y A warranty clause should be incorporated in every 
contract, requiring the supplier to, without charge, repair 
or rectify defective goods or to replace such goods with 
similar goods free from defect. Any goods 
repaired/replaced by the supplier shall be delivered at the 
buyer’s premises without costs to the buyer

�y All contracts for supply of goods should reserve the right to 
the Purchaser to reject goods which do not conform to the 
specifications
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Contracts Management
GFR, 2005

�y Rule 205
�9 Implementation of a contract should be strictly monitored 

and notices issued promptly whenever a breach of 
provisions occur

�9Proper procedure for safe custody and monitoring of Bank 
Guarantee or other instruments should be laid down. 
Monitoring should include a monthly review of all Bank 
Guarantees or other instruments expiring after three 
months, along with a review of the progress of supply or 
work. Extensions of Bank Guarantees or other instruments 
where warranted, should be sought immediately
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Contracts Management
GFR, 2005

�yRule 205- Continued
�9Wherever disputes arise during implementation of a 

contract; legal advice should be sought before 
initiating action to refer the dispute to conciliation 
and/or arbitration as provided in the contract or to file 
a suit where the contract does not include an 
arbitration clause. The draft of the plaint for 
arbitration should be got vetted by obtaining legal and 
financial advice.
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Consultancy Services
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Differences between procuring Goods/Works and selecting 
Consultants

Goods, Works & Other Services Consulting Services 
Product Based Knowledge Based 
Open Competition Restricted Competition 
Normally Single Stage Process Normally Two Stage Process 
Price is major evaluation factor Quality is major evaluation factor 
Detailed Specifications Terms of reference 
Normally Single-envelope 
Procedure 

Two-envelope Procedure 

Usually No Negotiations Limited Negotiations Usual 
 

 



Procurement of Consultancy Services

GFR 2005

Manual of Policies 
and Procedures  of 

Employment of 
Consultants issued by 

the Government

Standard RFP 
Template  issued by 

the Government
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Procurement of Consultancy Services
�yGFR 163: Ministries/Departments may hire external 

professionals, consultancy firms or consultants for a 
specific job which is well defined in terms of content 
and time frame for its completion or outsource certain 
services.

�yGFR 164: Authorizes Ministries to issue detailed 
instructions on engagement of consultants, suiting 
their specific requirements but without contravening 
the basic rules enshrined in the GFR.
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Procurement of Consultancy Services
�y GFR 167: Reasonable Expenditure should be estimated and 

it should be a well thought and thorough exercise
�y Estimate should be based on the employer’s assessment of 

resources needed to carry out the assignment, staff time, 
logistical support and physical inputs like vehicles, lab 
equipments etc. Cost of staff should be estimated on a 
realistic basis, by considering the prevalent market 
conditions and consulting other organizations engaged in 
similar services.

�y GFR 168:  Estimated Cost up to Rs 25 lakh – Empanel 
Consultants, consulting other 
Ministries/Departments/Organizations involved in similar 
activities, Chamber of Commerce & Industry, Association 
of Consultancy firms etc.
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Procurement of Consultancy Services
�yGFR 168: Estimated Cost > Rs 25 Lakh
1. Invite EoI by publishing advertisement in at least one 

national daily and in the website of the 
Ministry/Department

2. Website address also to be given in the 
advertisement
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Procurement of Consultancy Services
�yExpression of Interest (EoI) should include
�9 In brief, the broad scope of work or service proposed 

to be procured
�9Inputs to be provided by the Ministry/Department
�9Eligibility and pre -qualification criteria to be met by 

the consultant(s)
�9Consultant’s past experience in similar works or 

services
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Procurement of Consultancy Services 
�yGFR 169
�9 From the EoIs received, applicants meeting the 

requirements should be short listed  - not less than 
three

�9Requests for Proposal, in due course, are to be given to 
these short listed applicants only
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Procurement of Consultancy Services
�y GFR 170: Preparation of ToR that will include:
1. Purpose/Objective of the assignment
2. Detailed Scope of Work
3. Expected input of key professionals (number of experts, 

kind of expertise required)
4. Proposed schedule for completing the assignment
5. Deliverables required from the consultant
6. Background materials to be provided to the consultant
7. Facilities to be provided to the consultant
8. Procedure for review of the work of consultant after 

award of contract.
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Procurement of Consultancy Services

�yThe ToR should not be too detailed and inflexible so 
that competing consultants may propose their own 
methodology and staffing.

�yScope of the services described in the ToR shall be 
compatible with the available budget.

�yGFR 171: Preparation and issue of RFP
�yGFR 172: Two Packet System of bidding process
�yGFR 173: Late Bids i.e. bids received after the specified 

date and time of receipt, should not be considered
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Structure of RFP
�y Rule 171 of GFR
�9A letter of invitation
�9 Information to Consultants regarding the procedure for 

submission of the proposal
�9Terms of Reference – ToR
�9Eligibility and pre -qualification criteria in case the same 

has not been ascertained through the enquiry for EoI
�9List of Key personnel whose CV and experience would be 

evaluated
�9Bid evaluation criteria and selection procedure
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RFP - Continued
�9Standard formats for financial and technical proposal
�9Proposed contract terms
�9Procedure proposed to be followed for mid term 

review of the progress of the work and review of the 
final draft report
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Procurement of Consultancy Services
�y GFR 174: Evaluation of Technical Bids: Technical bids should be 

analyzed and evaluated by a Consultancy Evaluation Committee 
(CEC) constituted by the Ministry or Department. The CEC shall 
record in detail the reasons for acceptance or rejection of the 
technical proposals analyzed and evaluated by it.

�y GFR 175: Evaluation of the Financial bids of the technically 
qualified bidders: The Ministry or Department shall open the 
financial bids of only those bidders who have been declared 
technically qualified by the CEC for further analysis or evaluation 
and ranking and selecting the successful bidder for placement of 
the consultancy contract

�y GFR 176: Engagement of consultant by nomination – Permissible 
under some special circumstances to be justified.
Justifications to be recorded and approved by the competent 
authority
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Consultants: Definition
• The term “Consultant(s)” includes a wide variety 

of private and public entities
• Consulting firms, engineering firms, construction 

management firms, management firms, 
investment and merchant bankers

• Procurement agents, inspection agents, auditors
• Universities, research institutions, government 

agencies and non governmental agencies
• Individuals/ experts
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Consultant Services
• Consultant Services include activities such as
�9 policy advice; institutional reforms; 
�9 management; engineering services; construction 

supervision/ project management; 
�9 feasibility studies, financial services; privatization 

studies and procedures, procurement services; social 
and environmental studies; 

�9 identification and preparation of projects; 
�9 computer hardware/software services etc.



Non-Consultancy Services
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Procurement of non-Consulting Services
�yRule 178 GFR: A Ministry or Department may 

outsource  certain services in the interest of economy 
and efficiency and it may prescribe detailed 
instructions and procedures for this purpose

�yGovernment Offices, these days, outsource several 
services like hiring of cabs, maintenance of 
buildings, housekeeping, security etc.
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Procurement of non-Consulting Services: Difficulties

�yA nascent subject, detailed guidelines are not available
�yNo Standard Bidding Document or Contract template 

is available
�yQuite a few services are basically manpower supply 

related contracts. Quality Assurance and Quality 
Control of the services may be difficult
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Procurement of non-Consulting Services
�y Rule 179 GFR: Identification of likely contractors
�9On the basis of formal or informal enquiries with other 

Ministries or Departments and organizations involved in 
similar activities, scrutiny of “Yellow Pages”, Trade Journals, 
Website, a list of likely and potential contractors is 
prepared

�y Rule 180 GFR: Preparation of Tender Enquiry
A Tender Enquiry should contain the following

�9Details of service to be performed by the contractor
�9Facilities and inputs which will be provided to the 

contractor by the Ministry/Department
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Procurement of non-Consulting Services
�y Rule 180 GFR (Contd): Preparation of Tender Enquiry:
�9Eligibility and Qualification Criteria
�9Statutory  and Contractual obligations to be complied with 

by the contractor
�y Rule 181 GFR
�9For estimated value up to Rs 10 lakh, Limited Tender 

Enquiries to those firms in the list of likely and potential 
contractors who are, prima facie, eligible and capable. 
Number of contractors, so identified, should not be less 
than six

�9For estimated value > Rs 10 lakh, Advertised Tender
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Procurement of non-Consulting Services
�yRule 182: Late bids i.e. bids received after the specified 

date and time of receipt should not be considered
�yRule 183: Evaluation of Bids received: The Ministry or 

Department should evaluate, segregate, rank the 
responsive bids and select the successful bidder for 
placement of contract
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Procurement of non-Consulting Services
�yRule 184 GFR: Outsourcing by Choice
�9In an exceptional situation, a job may be outsourced to 

a specifically chosen contractor – in consultation with 
the Financial Adviser. The following need be justified

�9Circumstances leading to outsourcing by choice
�9Special interest or purpose it shall serve
�yRule 185 of GFR: Monitoring the Contract: The 

Ministry or Department should be involved 
throughout in the conduct of the contract and 
continuously monitor the performance of the 
contractor
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Epilogue

“There is no rule of Law that commonsense should 
be put in cold storage”

Supreme Court of India
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