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ENDORSEMENT

Sub: Concurrent application of Public Procurement Policy for Micro and Small Enterprises
Order, 2012 and Public Procurement (Preference to Make in India) Order,2017.

Ministry of Finance, Deptt. of Expenditure, Public Procurement Division, New
Delhi has issued an O.M. No.F.ll4l202I-PPD dated 18.05.2023 on the subject

mentioned above.

As approved by the Competent Authority, this O.M. No.F.ll4l202l-PPD dated

18.05.2023 has been posted on the IC AR Web-Site wwrv.icar.org.in for information,
guidance and compliance.

(Saurabh Muni)
Deputy Director (Finance)
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No.F.11412021-PPD
Government of lndia
Ministry of Finance

Department of Expenditure
Public Procurement Division

264-G, North Block, New Delhi.
18.O5.2023.

OFFICE MEMORANDUM
Subject: Concurrent application of Public Procurement Policy for Micro and

Small Enterprises Order, 2012 and Public Procurement (Preference
to Make in lndia) Otdet,2017.

The undersigned is directed to refer two Preferential Procurement Orders
mandated for the Public Procurement in lndia, namely:

i. Public Procurement Policy for Micro and Small Enterprises (MSES) Order
dated 23.03.2012 (PPP-MSE Order) issued by Ministry of Micro, Small
and Medium Enterprises (MoMSME) in exercise of the powers conferred in

Section 1 1 of the MSME Development Act, 2006. (Last revised on

09 112018)

ii. Public Procurement (Preference to Make in lndia) Order,2017 (PPP-Mll
order), under Rule 153(iii) of the General Financial Rules (GFRs) 2017,
approved by the Cabinet. lmplementation of this PPP-Mll order is

monitored by Department for Promotion of lndustry and lnternal Trade
(DPllT). (Last revised on 16.09.2020.)

2. ll has been brought to the notice of this Department that concurrent
application of these two orders are creating confusion to the procuring entities and
different procuring entities interpret them differently. In order to bring predictability
both to the procuring entities as well as bidders, following guidelines are being
issued.

Guidelines

3. The Class-l local suppliers, under PPP-Mll Order, participating in any
government tender, may or may not be MSES, as defined under the MSME Act.
Similarly, MSEs participating in any government tender, may or may not be Class-l
local suppliers. Suppliers may be categorised in following four broad categories for
consideration or applicability of purchase preference:

Category ferminology
Supplier is both MSE & Classi local supplier. 'MSE Class-l local supplief'
Supplier is MSE but not Class-l local supplier. 'MSE but non-Class-l local supplier"

Supplier is not MSE but is Class-l loca
supplier.

Non-MSE but Class-l local supplier'

Supplier is neither MSE nor Class-l local. Non-MSE non-Class-l local supplier"
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4. The applicability of PPP-MSE Order and PPP-MIl Order in various scenarios,
involving simultaneous purchase preference to MSES and Class-l local suppliers
under PPP-MSE Order and PPP-MIl Order respectively, shall be as under:

a) ltems covered under Para 3(a) ot PPP- Mll Order, 2017 for which Nodal
Ministry has notified sufficient local capacity and competition: For these items,
only Class-l local suppliers are eliglble to bid irrespective of purchase value.
Hence, Class-ll local suppliers or Non-local suppliers, including MSES which
are Class-ll local suppliers/ Non-local suppliers, are not eligible to bid.
Possible scenarios can be as under:

(i) L-1 is "MSE Class-l local supplier" - 100% of the tendered quantity is to
be awarded to L-1 .

(ii) L-1 is "Non-MSE but Class-l local supplier" - Purchase preference is
given to MSEs as per PPP-MSE Order. Balance quantity is to be
awarded to the L- t bidder.

b) ltems reseryed exclusively for procurement from MSEi as per PPP-MSE
Order: These items are reserved exclusively for purchase from MSES. Hence,
non-MSEs are not eligible to bid for these items. Possible scenarios can be as
under:

(i) L-1 is "MSE Class-l local supplier" - 100% of the tendered quan ty is to
be awarded to L-1 .

(ii) L-l is "MSE non-Class-l local supplier" - Purchase preference is to be
given to Class-l local supplier as per PPP-Mll Order. Balance quantity,
is to be awarded to L-1 bidder.

c) lf items are neither notified for sufficient local capacity nor reserved for MSEs,
then the process will be as follows:

c (a) ltems covered under Para 3A(b) of Ppp-Mll Order are divisible items
and both MSEs as well as Class-l local suppliers are eligible for
purchase preference. Possible scenarios can be as under:

(i) L-1 is "MSE Class-l local supplier,' - 100% of the tendered quantity
is to be awarded to L-'l

(ii) L-1 is "Non-MSE but Ctass-l local supplief' - purchase preference
is to be given to MSEs, if eligible, as per PPP-MSE Order. Balance
quantity is to be awarded to L-1 bidder.

(iii) L-1 is "MSE but non-Class-l local supplier" - purchase preference
is to be given to Class-l local suppliers, if eligible, as per ppp-Mll
Order. Balance quantity is to be awarded to L-1 bidder.

(iv) L-1 is "Non-MSE non-Class-l local supplier" - purchase preference
is to be given to MSEs as per PPP-MSE Order. Thereafter,
purchase preference is to be given to Class-l local suppliers for
"50o/o of the tendered quantity minus quantity allotted to MSEs
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d)

e)

above" as per PPP- Mll Order, For the balance quantity, contract is
to be awarded to L-1 bidder. (Kindly refer to the i ustrative
example in the annexure).

c (b) ltems covered under Para 3A(c) of PPP-Mll O,det, 2017 are non-
divisible items and both MSES as well as Class-l local suppliers are
eligible for purchase preference. Possible scenarios can be as under:

(i) L-1 is "MSE Class-l local suppliel'- Contract is awarded to L-1.

(ii) L-'l is not "MSE Class-l local supplier" but the "MSE Class-l local
supplier" falls within 15% margin of purchase preference -
Purchase preference is to be given to lowest quoting "MSE Class-l
local supplie/'. lf lowest quoting "MSE Class-l local supplier" does
not accept the L-1 rates, the next higher "MSE Class-l local
supplier" falling within 15% margin of purchase preference is to be
given purchase preference and so on.

(iii) lf conditions mentioned in sub paras (i) and (ii) above are not met
i.e. L-1 is neither "MSE Class-l local supplier" nor "MSE Class-l
local supplier" is eligible to take benefit of purchase preference, the
contract is to be awarded/ purchase preference to be given in
different possible scenarios as under:

A. L1 is "MSE but non-Class-l local supplier', or,,Non-MSE but
Class-l local supplier" - Contract is be awarded to L1_

B. L1 is "Non-MSE non-Class-l local supplier,, - First purchase
preference to be given to MSE as per ppp-MSE Order. lf
MSE not eligible/ does not accept - purchase preference to be
given to Class- I Locat supplier as per ppp_M Order. lf
Class-l Local supplier also not eligible/ does not accept _
contract to be awarded to L-1

Items reserved for both MSES and Class-t tocal suppliers.. These items are
reserved excluslvely for purchase from MSEs as well as Class_l local
suppliers. Hence, only "MSE Class-l local suppliel, are eligible to bid for these
items. Non-MSEs/Class-ll local suppliers/ Non,local suppliers cannot bid for
these items. Hence the question of purchase preference does not arise.

Non-local suppliers, including MSEs falting in the category of Non_local

To
1.

2.

suppliers, shall be eligible to bid onty against Globat Tender Enquiry. 

?.ap\g_
(KanwalpreefJ-

Director
Tel.:-2230938'1 'l ; email: - kanwat.irss@gov.in

Secretaries of all Central Government Ministries/ Departments.
Secretary Department of public Enterprises with a request for issuing suitable
instructions to all Central Public Sector Enterprises in this regard.
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Annexure

Example explaining applicability in scenario explained in para 4 c (aXiv)

(Scenario: Divisible items, both MSEs as well as Class-l local suppliers eligible for
purchase preference and L-1 is "Non-MSE non-Class-l local supplied')

Item - Desktop computer

Qty - 50 Nos.

Details of bids received

1. ln this case, first purchase preference is to be given to MSES as per PPP-MSE
Order for 25% of tendered quantity of 50 Nos. i.e. 12.5 Nos. (rounded off to the
next whole number say 13 Nos). Accordingly, invite L3 (bidder C), whose quoted
rates falls within 15% margin of purchase preference to match Ll price i.e. Rs.
1 00/- for quantity of 13 Nos. Bidder "E" and "F", although MSES, will not get
purchase preference since their quoted rates don't fall within '15% margin of
purchase preference. Bidder C wlll be considered for order of '13 Nos. on
confirmatron of reduction of price.

For 5oo/o of balance quantity of 37 number (tendered quantity of 50 - 13 awarded
to bidder C; assuming bidder C has confirmed to accept Li rates), purchase
preference will be given to lowest Class-l local supplier as per ppp-Mll Order.
Accordingly, bidder B will be invited to match L-1 price for SOo/o of 37 Nos i.e. 1B.s
(say '19 Nos of computers). lf bidder "8" does not accept the Ll price i.e. price of
Rs. 100/- per unit, next higher Class-l local supplier falling within 200lo margin of
purchase preference, i.e. bidder "D", may be invited to match L-1 price for 19
Nos. of computers and so on.

For remaining quantity i.e. 18 Nos (50-13-19), the contract will be awarded to
lowest quoting bidder i.e. Bidder "A", who is L-1 in the example.

2

J-

Sr. No. Name of
bidder

Rates
quoted

Price
Ranking

Status of bidder

1. A 100 L1 "Non-MSE non- Class-l local supplier"

2. B 110 L2 "Non-MSE but Class{ local supplief

e 112 LJ "MSE but non- Class-l local supplied

4. D 115 L4 'Non-MSE but Class-l local suppliei'

E 118 L5 "MSE but non- Class-l local supplie/

b. F 120 L6 "MSE Class-l local supplier"
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