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To 

No. P-45021 /2/2017-PP (BE-II) 
Government of India 

Ministry of Commerce and Industry 
Department for Promotion of Industry and Internal Trade 

(Public Procurement Section) 
Udyog Bhawan, New Delhi 

Dated: 15th September, 2020 

All Central Ministries/Departments/CPSUs/AII concerned 

ORDER 

Subject: Public Procurement (Preference to Make in India), Order 2017- Revision; 
regarding. 

Department for Promotion of Industry and Internal Trade, in partial modification 
[Paras 2, 3, 5, 10 & 13] of Order No.P-45021/2/2017-B.E.-II dated 15.6.2017 as 
amended by Order No.P-45021/2/2017-B.E.-II dated 28.05.2018, Order No.P-
45021/2/2017-B.E.-II dated 29.05.2019 and Order No.P-45021/2/2017-B.E.-II dated 
04.06.2020, hereby issues the revised 'Public Procurement (Preference to Make in 
India), Order 2017" dated 16.09.2020 effective with immediate effect. 

Whereas it is the policy of the Government of India to encourage 'Make in India' and 
promote manufacturing and production of goods and services in India with a view to 
enhancing income and employment, and 

Whereas procurement by the Government Is substantia l in amount and can 
contribute towards th is policy objective, and 

Whereas local content can be increased through partnerships, cooperation with 
local companies, establishing production units in India or Joint Ventures (JV) with Indian 
suppliers, increasing the participation of local employees in services and training them, 

Now therefore the following Order is issued: 

1. This Order is issued pursuant to Rule 153 (iii) of the General Financial Rules 2017. 

2. Definitions: For the purposes of this Order: 

'Local content ' means the amount of value added in India which shall , unless otherwise 
prescribed by the Nodal Ministry, be the total value of the item procured (excluding net 
domestic indirect taxes) minus the value of imported content in the item (including all 
customs duties) as a proportion of the tota l value, in percent. 

'Class-I local supplier' means a supplier or service provider, whose goods, services or 
works offered for procurement, meets the minimum local content as prescribed for 
'Class-I local supplier' under this Order. 
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'Class-II local supplier' means a supplier or service provider, whose goods, services or 
works offered for procurement, meets the minimum local content as prescribed for 
'Class-II local supplier' but less than that prescribed for 'Class-I local supplier' under 
this Order. 

'Non - Local supplier' means a supplier or service provider, whose goods, services or 
works offered for procurement, has local content less than that prescribed for 'Class-II 
local supplier' under this Order. 

'L 1' means the lowest tender or lowest bid or the lowest quotation received in a tender, 
bidding process or other procurement solicitation as adjudged in the evaluation 
process as per the tender or other procurement solicitation. 

'Margin of purchase preference' means the maximum extent to which the price quoted 
by a "Class-I local supplier" may be above the L 1 for the purpose of purchase 
preference. 

'Nodal Ministry' means the Ministry or Department identified pursuant to this order in 
respect of a particular item of goods or services or works. 

'Procuring entity' means a Ministry or department or attached or subordinate office of, 
or autonomous body controlled by, the Government of India and includes Government 
companies as defined in the Companies Act. 

'Works ' means all works as per Rule 130 of GFR- 2017, and will also include 'turnkey 
works'. 

3. Eligibil ity of 'Class-I local supplier'/ 'Class-II local supplier'/ 'Non-local suppliers' 
for different types of procurement 

(a) In procurement of all goods, services or works in respect of which the Nodal 
Ministry / Department has communicated that there is sufficient local capacity and local 
competition, only 'Class-I local supplier', as defined under the Order, shall be eligible to 
bid irrespective of purchase value. 

(b) Only 'Class-I local supplier' and 'Class-II local supplier', as defined under the 
Order, shall be eligible to bid in procurements undertaken by procuring entities, except 
when Global tender enquiry has been issued. In global tender enquiries, 'Non-local 
suppliers' shall also be eligible to bid along with 'Class-I local suppliers' and 'Class-I I 
local suppliers'. In procurement of all goods, services or works, not covered by sub­
para 3(a) above, and with estimated value of purchases less than Rs. 200 Crore, in 
accordance with Rule 161(iv) of GFR, 2017, Global tender enquiry shall not be issued 
except with the approval of competent authority as designated by Department of 
Expenditure. 

(c) For the purpose of this Order, works includes Engineering , Procurement and 
Construction (EPC) contracts and services include System Integrator (SI) contracts . 
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3A. Purchase Preference 

(a) Subject to the provisions of this Order and to any specific instructions issued 
by the Nodal Ministry or in pursuance of this Order, purchase preference shall be given 
to 'Class-I local supplier' in procurements undertaken by procuring entities in the 
manner specified here under. 

(b) In the procurements of goods or works, which are covered by para 
3(b) above and which are divisible in nature, the 'Class-I local supplier' shall get 
purchase preference over 'Class-II local supplier' as well as 'Non-local supplier', as per 
following procedure: 

i. Among all qualified bids, the lowest bid will be termed as L 1. If L 1 is 'Class-I 
local supplier', the contract for full quantity will be awarded to L 1. 

ii. If L 1 bid is not a 'Class-I local supplier', 50% of the order quantity shall be 
awarded to L 1. Thereafter, the lowest bidder among the 'Class-I local 
supplier' will be invited to match the L 1 price for the remaining 50% quantity 
subject to the Class-I local supplier's quoted price falling within the margin of 
purchase preference, and contract for that quantity shall be awarded to such 
'Class-I local supplier' subject to matching the L 1 price. In case such lowest 
eligible 'Class-I local supplier' fails to match the L 1 price or accepts less than 
the offered quantity, the next higher 'Class-I local supplier' within the margin 
of purchase preference shall be invited to match the L 1 price for remaining 
quantity and so on, and contract shall be awarded accordingly. In case some 
quantity is still left uncovered on Class-I local suppliers, then such balance 
quantity may also be ordered on the L 1 bidder. 

(c) In the procurements of goods or works, which are covered by para 3(b) 
. above and which are not divisible in nature, and in procurement of services where the 
bid is evaluated on price alone, the 'Class-I local supplier' shal l get purchase 
preference over 'Class-II local supplier' as well as 'Non-local supplier', as per following 
procedure: 

i. Among all qualified bids, the lowest bid will be termed as L 1. If L 1 is 'Class-I 
local supplier', the contract will be awarded to L 1. 

ii . If L 1 is not 'Class-I local supplier', the lowest bidder among the 'Class-I local 
supplier', will be invited to match the L 1 price subject to Class-I local 
supplier's quoted price falling within the margin of purchase preference, and 
the contract shall be awarded to such 'Class-I local supplier' subject to 
matching the L 1 price. 

iii . In case such lowest eligible 'Class-I local supplier' fails to match the L 1 price, 
the 'Class-I local supplier' with the next higher bid with in the margin of 
purchase preference shall be invited to match the L 1 price and so on and 
contract shall be awarded accordingly. In case none of the 'Class-I local 
supplier' within the margin of purchase preference matches the L 1 price, the 
contract may be awarded to the L 1 bidder. 
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(d) "Class-II local supplier" will not get purchase preference in any procurement, 
undertaken by procuring entities. 

3B. Applicability in tenders where contract is to be awarded to multiple bidders -
In tenders where contract is awarded to multiple bidders subject to matching of L 1 rates or 
otherwise, the 'Class-I local supplier' shall get purchase preference over 'Class-II local 
supplier' as well as 'Non-local supplier', as per following procedure: 

a) In case there is sufficient local capacity and competition for the item to be 
procured , as notified by the nodal Ministry, only Class I local suppliers shall be eligible 
to bid. As such, the multiple suppliers, who would be awarded the contract, should be 
all and only 'Class I Local suppliers'. 

b) In other cases, 'Class II local suppliers' and 'Non local suppliers' may also 
participate in the bidding process along with 'Class I Local suppliers' as per provisions 
of this Order. 

c) If 'Class I Local suppliers ' qualify for award of contract for at least 50% of the 
tendered quantity in any tender, the contract may be awarded to all the qualified 
bidders as per award criteria stipulated in the bid documents. However, in case 'Class 
I Local suppliers ' do not qualify for award of contract for at least 50% of the tendered 
quantity, purchase preference should be given to the 'Class I local supplier' over 'Class 
II local suppliers'/ 'Non local suppliers' provided that their quoted rate falls within 20% 
margin of purchase preference of the highest quoted bidder considered for award of 
contract so as to ensure that the 'Class I Local suppliers' taken in total ity are 
considered for award of contract for at least 50% of the tendered quantity. 

d) First purchase preference has to be given to the lowest quoting 'Class-I local 
supplier', whose quoted rates fall with in 20% margin of purchase preference, subject to 
its meeting the prescribed criteria for award of contract as also the constraint of 
maximum quantity that can be sourced from any single supplier. If the lowest quoting 
'Class-I local supplier', does not qualify for purchase preference because of aforesaid 
constraints or does not accept the offered quantity, an opportunity may be given to next 
higher 'Class-I local suppl ier', falling within 20% margin of purchase preference, and so 
on. 

e) To avoid any ambiguity during bid evaluation process, the procuring entities 
may stipulate its own tender specific criteria for award of contract amongst different 
bidders including the procedure for purchase preference to 'Class-I local supplier' 
within the broad pol icy guidelines stipulated in sub-paras above. 

4. Exemption of small purchases: Notwithstanding anything contained in paragraph 3, 
procurements where the estimated va lue to be procured is less than Rs. 5 lakhs shall 
be exempt from th is Order. However, it shall be ensured by procuring entities that 
procurement is not split for the purpose of avoiding the provisions of this Order. 

5. Minimum local content: The 'local content' requirement to categorize a supplier as 
'Class-I local supplier' is minimum 50%. For 'Class-I I local supplier', the 'local content' 
requirement is minimum 20%. Nodal Ministry/ Department may prescribe only a higher 
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