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What is public procurement 

• It is the acquisition of goods and 

services by public bodies – 

government ministries,  agencies, local 

bodies, municipalities, state 

enterprises  and  private utilities 

holding monopoly 
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Why is it important 
• Very large portion of national budget -

maintenance and investment - is spent for 
acquisition of goods and services through 
public procurement 

• Public Procurement covers  

– 20 to 30 % of the Gross Domestic Product 

– 15 to 70 % of the budget 

– Includes very large contracts for infrastructure, 
energy, communication, defense , education 
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Stake Holders 

• Tax payers and Public 

• Business Community 
– Domestic 

– International 

• Funding agencies 
– Nabard, WB, ADB, JICA 

• Government Agencies 

• Politicians 

• Vigilance/ Audit 

 



What do  the stake-holders expect - I 
• Tax Payers and general public look for: 

 1. Value for money i.e. economy 

 2. Transparency of process and decisions 

 3. Non-discrimination in treatment of 
 vendors / bidders 

 4. Accountability of public officials 
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What do  the stake-holders expect - II 

 5. Quality of goods/services 

 6. Responsiveness, efficiency 

 7. Integrity in use of public money 

 8. Support to public policies e.g. protection 
 of environment, social equality, minimum 
 wages, balanced development, etc. 
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What do  the stake-holders expect - III . 

• Domestic private sector looks for -  

1. Development of local industry--
manufacturing, construction  and services     
(professional and non-professional) 

2. Reasonable protection against foreign 
competition 

3. Construction  Industry particularly is mostly 
dependent on the government contracts 
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Growing importance  is due to  
• Formation of international development institutions such as the 

World Bank, ADB, AfDB, EBRD, etc. 

• Trade Agreements such as: 

–  EC ( European Commission) common market 

–  WTO GPA (Government Procurement Agreement) 

–  NAFTA ( North American Free Trade Agreement) 

–  APEC ( Asia Pacific Economic Cooperation ) 

    All the above, 

    require a set of transparent, non-discriminatory 
public procurement regime open to all members. 
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Public Procurement culture reflects on  
Governance 

• Public procurement is one important activity of 

governance with high potential for corruption 

• Public look for integrity and honesty  

• The IMAGE of any government, particularly in 

the developing world, is largely influenced by 

the quality and integrity of public procurement 

11 



Public Procurement – Objectives - I 

•  Get  the best value for money  (economy) 

•  Ensure an efficient process 

• Promote competition 

• Provide equal and non-discriminatory  access 
and  opportunity to all eligible bidders 

• Ensure transparency and openness of process 
and decisions 
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Public Procurement - Objectives - II 

• Build in accountability 

• Reduce scope for corruption and abuse 

• Develop domestic economy 

• Compliment other public policies 

• Be a model purchaser and employer 
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Models of good public procurement 
laws/rules 

• World Bank Guidelines 

• UNCITRAL model law 

• European Commission Rules 

• GPA of WTO 

• NAFTA Procurement Rules 

• APEC Procurement Principles 
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Common features 
• Clear statement of objectives 

• Open tender as the general rule 

• Wide publicity of opportunities 

• Non discriminatory specification 

• Fair bidding procedures 

• Disclosure of qualification / selection criteria. 

• Dispute Resolution Mechanism 
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Bid Document 

• Intent 
• Notice : Time schedule, bid fee, guarantees 
• Eligibility criteria 

– General, Technical 

• Evaluation method 
– Technical / Price 

• General bid conditions 
• Special terms and conditions 
• Specifications, Quantities, Estimated rates 
• Drawings 

 



Procurement Mechanisms 

• Static  

– Tenders 

• Dynamic 

– Auctions 

– Reverse Auctions 

• Hybrid 

– Tender  (First stage) 

– Reverse Auction(Second stage) 



Procurement Types 

• Open Tenders 
• Limited Tenders 
• Single Sourcing 
• Stages 

– One  
– Two 

• Methods 
– Single Cover (Tech cum Price) 
– Two Cover (Technical  and Price) 
– Three Cover (Pre Qualification, Tech,Commerical) 



Procurement Types 

• Based on Competition 

– International Competitive Bidding 

– National Competitive Bidding 

– Local Competitive Bidding 

• Mode 

– Paper Based 

– Internet Based 
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Actual  Situation in Paper Procurement 

Sensitive , always under scrutiny 

Inadequate transparency 

Vested interest 

Physical platform facilitated rigging 

Absence of information on suppliers, availability of opportunities, status on procurements 

Delays in finalisation of procurements 
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World Bank/ ADB overview on eGP 

• Govt Procurements account for 20% of GDP 

• Govt is the single largest purchaser of goods & 
Services 

• Transaction costs are reduced by 12% 

• Cost savings on account of improved 
competitiveness 5-25% 

• Improves internal efficiency 

• Source for good MIS  



Benefits of eProcurement 

• Institutional compliance 
• Institutional Memory 
• Single Stop Shop 
• Increased price transparency 
• Increases internal efficiency 
• Best value for money  
• Concurrent Audit by Vigilance wing 
• MIS Reports 
• Paper consumption is less 



E-Procurement – Internet Based System 

• Web based interface with Vendors - notifications, 
receipt of proposals , posting of results -   

• Internal workflows of the department could be 
Intranet based.  

• Integration with legacy MMS , ERPs etc 

• Forms based system 

• Authentication and Encryption 

• Data Security  

• Flexibility to set the transparency levels 

 



Department officials operating  tenders in  a Computer 



Using e-Procurement – Buyer  

1. A buyer logs in to the system, creates a tender 
document and digitally signs the document 
before uploading using his digital certificate. 

2. In the process, the buyer uploads his public key 
for vendors to encrypt the data with 

3. Only the buyer’s digital certificate can decrypt 
the content uploaded by the vendors 

4. Buyer configures tender process time lines 

5. Opens bids after lapse of Bid opening time 

 



 
A Supplier submitting Bids from Internet Kiosk 

Situation After eProcurement 



Using e-Procurement - Bidder 

1. A bidder logs on to the system. Prepares  bid 
proposal and digitally signs using his digital 
certificate. 

2. The bidder uses the buyer’s public key to 
encrypt data  

3. Submits Bid over the Internet  

4. The digital signature is verified before storing it 
into the server. 

5. All digitally signed content is time stamped 



Tender opening – Instant Comparative Statement 



Current Scenario of e-Procurement in States 

 

 
 
 

 
 

 

State  e-GP ASP/ Vendor/ OEM Status Tendering  

Andhra Pradesh C1 India/Vayam Tech Well established  Yes 

Karnataka  HP Well established Yes 

Gujarat GNFC's nProcure Well established  Yes 

Rajasthan  NIC  Established and growing Yes 

Odisha NIC Established and growing Yes 

Chhattisgarh  Nextenders and Wipro Established and growing Yes 

Kerala NIC and Antares  Started last year Yes 

Maharashtra NIC and Tender Wizard Somewhat established Yes 

Punjab  Antares Established and growing Yes 

Bihar Antares Somewhat established Yes 

Uttar Pradesh NIC Somewhat established Yes 

Madhya Pradesh C1 India and Nextenders Somewhat established Yes 



Major e-Procurement Adoptions in India 

 

 
 
 

 
 

 

Sl. 
No 

Description GoAP Railways GoK GoC GeP-NIC 

1 Start of Project 2003 2005 2007 2007 2008 

2 Governed by Steering 
Committee 

Railway 
Board 

Steering 
Committee 

Empowered 
Committee 

Client 
specific 

3 No. of departments 
using e-Procurement 

> 200 > 25 > 100 > 25 Depts. In 
multiple 
States 

4 No. of tenders 
published 

> 1,20,000 > 2,10,000 > 45000 > 19000 > 65000 

5 Value of tenders 
handled in INR 

> 3,20,000 
Crore 

NA > 80,000 
Crore 

> 30,000 Cr > 1,00,000 
Crore 

6 Implementation 
model 

PPP Govt. 
Owned 

PPP PPP Govt. 
Owned 
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AP and TS Case Study 

• First State to implement  in 2002 

• Centralised IT infrastructure- Decentralised functions 

• Govt depts, PSUs, Universities, Municipalities, 
Temples, societies 

• Goods, Services, Works 

• Mandatory Electronic mode; No paper bids 

• 224 Govt agencies, 20000 Users 

• 1.63 lakhs tenders completed 

• Rs 3,20,000 Crores 

• Public Private Partnership Model 



Range of procurements 

• Buildings, Highways, Bridges 
• Computers, Furniture, Stationery 
• Consultancy Services 
• Drugs, Medical equipment, Edible items,Electricity Sub-

stations,, Vehicles, Auto spares, Transformers, Pumps, 
Buffaloes 

• Services, power purchase, land sales 
• Highest value Rs 3500 Cr Irrigation project 
• lowest Rs 55,000 drain in a Municipality 
• 65 bidders for a single tender 
• 529 tenders closed on a single day (Sept 2008) 
• 1500 Govt users, 9800 suppliers 



Economy in Advertising ! 



Online MIS 
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