CONTROLLER GENERAL OF DEFENCE ACCOURNTS,
ULAAN BATAAR ROAD, PALAM, DELH! CANTT — 110010.
(IFA wing)

Ph No. 011 — 25665563 - 572, FAX No. 011- 25674779.
Circuliar No. 06 of 2012

No. I[FA/142 Dated :- 03 --05—2012.
To

All PIFA/IFASs
(Dedicated & Nominated).

Sub ;- Outsourcing of goods and services in Defence Sector — regarding.

A copy of Gol, MoD letter No. 10 (4)/2007/D (Mov) Dt 13.04.2012 on
outsourcing of goods and services in Defence Sector alongwith its enclosures is

forwarded herewith for guidance and further necessary action at your end please.

2. It 1Is advised that the proposals of outsourcing of goods and services

may be regulated as per instructions contained in above mentioned Govt of India

letter.

———
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No. 10(H/2007/D(Mov)
Government of India
Minstry of Defence

Sena Bhawan, New Deln:

Dated, the 13" April, 2012

To

A,

The Chief of the Army Staft
- The Chief of the Naval Staff
The Chief of the Air Staff
The Secretary (Dept. of Defence Production)
o The Contro]ler General of Defenice Accounts

Subject: Outsourciing of goods and services in Defence Sector — regarding.

I am directed to say that vide office order of even mumber dated 7% June 2007
(Annexure-I), a Committee was constituted in Ministry of Defence, under the chajrmm:]ship of
the then Special Secretary, comprising members from Department of Defence, Department of
Detence Production, Defence Finance.and tri-Services to 1dentify and recommend the products
and services which could be outsourced in Defence Sector and to work out the outsourcing
methodology including a detailed Standard Operating Procedure (SOP) for outsourcing

mechanism. The Committee was also mandated to evolve a review mechanism 50 that
expenditure 1s minimized and quality of service ensured.

2. The recommendations of the Commitiee as contained 1n its Report “Outsourcing in
Detfence Sector” (Annexure-II), have been accepted by the Raksha Mantri. As per directions
of Raksha Mantr the outsourcing of activities has to be done in a phased manner as indicated in
Annexure-ITI. The Report of the Committee was circulated to all concemned vide this office ID
Note of even number dated 1.12.2009 (Annexure-IV) for further necessary action at their end.
While forwarding the Report, alongwith list of activities to.be outsourced in a phased manner,
1t was suggested that Gudelines for outsourcing could be formulated by respectwe
organisations in consultation with CGDA’s Office. after keeping in view the methodology
recommended and SOP (Standard Operating Procedure) suggested by the Committee in its

Report, and in conformity with provisions contained in GFRs, DPM d guidelines _ISS:JECI from
time to time by Ministry of Finance.

3. However, keeping in view the demand from various stakeholders including tri Services,
that the mstruction to implement the recommendations of the Committee on ‘Outsourcing in

Defence Sector’ may be issued in the form of a Government Letter, this letter is hereby 1ssued
with the approval of the Competent Authorty.

4. I: accordance with the above, kindly find enclosed herein a copy of the Report ot the
Committee on Outsourcing in Defence Sector, along with Annexures, and list of activities to be

outsourced by tri-Services in a phased manner. The recommendations of the Committee may
be implemented in the light of the following paragraphs. |




Outsourcing in Defence Sector

5. Outsourcing refers to utilizing resources, on pay

secure services and products, for which o
including manpower. Qutsourci
vacancies and should not be taken up u

because outsourcing is of services, not that of staff/posts.

6. Qutsourcing aim

‘Alm of Outsourcing

the same time e

Benefits of Qutso

urcing

ent basis, of a

¢ would otherwise employ one’
g 15 entirely different from hir

nother orga

1Sation 1o

S OWIL IeSQUIces,

ng against deficiencies/leave
der Budget head allocated to pay and aliowances

s to optimize defence expenditure both on manpower and logistics, at
hancing the operational preparedness without compromusing security. [t
results in entrusting functions to specialists and efficient service providers. In Defence, it can
be conveniently adopted in non-critical activities/non-field forr
establishments. Outsourcing is to be resorted to in public 1nterest and with accountability,
etficiency, cost effectiveness and transparency.
suppliers and promotion of competition.

nations/units and  static

It also provides for equitable treatment of

7. The bieneﬁts which can be derived out of the outsourcing and how these benefits can be
achieved have been described in Part-II, Para 2.4 of the Report of the Committee.

Categorization of Outsourcing

A. System Specific o
(1) Repair of vehicles for non field force (NFF) units.

(11) Repair of Computer and networking Hardware and outsourcing’ of IT
applications.

(i)  ILMS Network Manag

B. Services

ement of Indian Navy.

(1) Security services in Non Field Force (NFF) Area

(11) Conservancy services including cleaning hangers, dispersal, ta

area. . |
(111)  Housekeeping, Laundry services.
(iv) = Cafeterias, Messes and kitchens, victuals and catering.

T

8. Outsourcing actrvities required to be undertaken in Phase-I are as under -

(v)  Cargo handling (Loading and offloading at Sea/Air Ports, etc.,)

(vi) Of

'1ce/Secretarial assistance

C. Logistic Management

(1) Outsourcing of procurement, distribution of rations and catering serévices of
selected static institutions in peace areas such as category ‘A’ establishments like NDA,
OTA and IMA. o |
Different Ivleans of Qutsourcing
9. Outsourcing may be undertaken through various types of contracts, including Rate

Contract, Price Agreement, etc. as per the existing laws and procedures.
9.1  Examples for outsourcing different kinds of goods and services under Capital and

Revenue Head, and the basic rules governing Outsourcing &

mnac, technical

nd Procurement of Services, as
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enshrined in General Financial Rules, have been mentioned in Part-II of the Report of the
Commitiee.

5.2 Certain activities which are being outsourced presently have been mentioned in Part-I1I,
Para-3 of the Report of the Commuttee.

Areas which could be outsourced in.Defence Sector

10.  The respective Organizations/Departments/Services . 1n the Ministry of Detence willi
initiate action for outsourcing in the areas as recommended by the Committee and listed in Part-
[V of its Report in a phased manner. Further, as directed by Raksha Mantn, the list of areas
prioritized by the Services for outsourcing in a phased manner 1s appended as Annexure-11.
In view of the fact that the said Annexure-III does not cover task undertaken by the units under

Headquarters IDS, including ANC, said list of areas shall also apply to outsourcing activities
undertaken by Headquarters IDS and all units under its Command.

11.  Further, whenever it'is felt by any Organization / Department / Services under Mhﬁstry
of Defence that outsourcing is warranted in any area other than that as mentioned in Part-1V of
the Report and in Annexure-III of this letter, such area can be decided for outsourcing by the

respective Administrative Wing of the Ministry with the approval of the.Raksha Mantn. .
However, it may be ensured that outsourcing is confined only to “Non-Core” areas:

12. Substantial number of activities are being outsourced by the Defence Services as well as
Defence PSUs. However, it has been observed that there is no uniformity in this regard
amongst Services, Deptt. of Defence Production (DDP), and within various establishments
within a single Service. As such, it is impressed upon all concerned that activities in respect of
which outsourcing is being done successfully by some Units and where procedures have been

stabilized, to the extent possible, be replicated by all other Units within the same Service or by
all the Services/DDP.

Interaction with Industry for identifying the existing solution providers

13, -Interaction of the Committee with the representatives of different service industries and
trade and industry associations revealed that outsourcing shall have to be resorted to gradually
and not in haste. All concemed Organizations in Ministry of Defence can make use of the

expertise available in service industries and may consult Trade and Industry Associations as
suggested by the Committee in Para 6.2 of its Report.

—

Recommendations on Qutsourcing Methodologjr

14.  The outsourcing solutions may be evolved through the process of Situation-analysis,
Formulation of outsourcing plan, Evolving outsourcing options, Annual action plan, Search for

outsourcing partner/service provider, Contracts & agreements, Monitoring and Maintenance of
record as described in Part-VII of the Report of the Committee in Para 7.1. |

Essentials of Outsourcing Contract Agreement

15. The general contracts for all set of activities 10 be outsourced should include all the
points which have been specified in Part-VII, of the Report of the Committee. Further, all
organizations seeking outsourcing must ensure that the contract management is effected 1n such
a manner as to eliminate a situation of vendor lock-in or technology lock-in. Moreover, the
contract agreement as well as post-contract management should ensure that, if the need arises

- ' [




4.

on account of default by the contractor, the co
forthwith terminate the contract and seamlessly e

cerned authorities should be in a poslmq to
ter into a new contract with a few vendor.

Working out a detailed SOP for Outsourcing mechanism

16. A copy of the Standard Operating Procedure (SOP) suggested by the Committee is
enclosed at Annexure-II to the Commuttee’s Report, and 1s recommended as a broad template

for formulating different SOPs for different Activities/Services as mentioned in Para 8 of tus
letter. - '

General guidelines on Outsourcing in Defence Sector

17, Based on the methodology recommended and SOP suggested by the Coxrr*nittee on

“Outsourcing in Defence Sector” in its Report, detailed SOPs may be formulated by the
respective Services/ Orgamzatlonstepartments in Ministry of Defence for each service/activity
to be outsourced by them as per the details given in Para 8 of this letter, in consultation with
CGDA and ratification by the concerned administrative and financial wing of MoD and
MoD(Fin.) respectively. It should be ensured that the SOPs so formulated are in conformity

with the provisions as contained in GFRs, DPM and the guidelines of Minstry of Finance in
this regard as 1ssued/amended from time to time.

18. It may also be ensured that necessary safeguards are taken by all concerned with regard
to security aspects involved in outsourcing the activities. HQ IDS will formulate gmdelmes i -
respect of security of core areas for three services and other organizations in Munstry of
Defence to safeguard that those services/goods that are ‘core’ in.nature and have secuntv
strategic implications are not open to outsourcing. Police verification shall be got done by the
vendor in respect of the personnel involved / employed for activity outsourced. Orgamsatmns
owned/run by Ex-servicemen may also be considered for outsourcing activities as far as

possible.

19. It may also be ensured by all concerned that the remuneration reqmred to be paid to
outsourced personnel by way of monthly payments is in conformity with the minimum wages

prescribed by Ministry of Labour from time to time.

20. It may be ensured that outsourcing is done from the budget provisions made for this
purpose during a particular financial year as no extra funds over the allocated budget will be
provided for outsourcing. Necessary separate Code Heads will be got allocated from
MoD(Fin.)/Budget. The MoD(Fin.)/Budget would allocate separate budget heads for the

- activities included at para-8 above.

CFA /IFA for outsourcing

21.  All outsourcing pmposals should invariably be done after financial concurrence of the

i, —— el "t srsieipler A"

respective 1FAs and proper delegation of powers, as duly notified by ‘the Ministry from time to

time. To begin with, for the first year, outsourcmg proposals should be approved by CFAs af
Service Headquarters.




Monitoring of Outsourcing activities

72 In order to assess the gains to Government from this initiative, yearly report, during the
last quarter of the financial year, shall be submitted by all three Services to this office through

Headquarters IDS on the Outsourcing initiated by them. The report should indicate, formation-
wise, each activity alongwith cost, which has been outsourced. The same shall be submitted to

the Raksha Mantri for his consideration.

73 The nodal agency in this regard on behalf of the three Services shall continue to be
Headquarters [DS.

74 This issues in concurrence with MoD (Fin) vide their D Note No.3(1)/2011-Fin(QA)
dated 8" Feb ,2012

Fncl. As stated above.

zb/;,ﬁfv‘-—-f

(Pradeep Kumar)
Under Sécretary to the Govt. of India

2 Secretary (Defence Finance)
3. Controller General of Detfence Accounts
4 All Joint Secretaries in MoD

1. Copy for information:

PS to RM/PS to RRM/SO to Detence Secretary/SO to AS(M)/SO to Adv to RM/PSto ] S(O/MN)/
IS & Addl. FA(A). ' _




0(4)/2007/ D{Mov.)
Ministry O7 Defence
D{kMov.)

ibated 7.6.2007
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OFFICE ORDER

t.i ':

LT

Outsourcing has

been identified as not ionly cost effective

tool but also an efficient service provider. There is vast scope of
realizing the potential of this coveted tool in Defence Sector. Itis

possuble to outsource many non core activities of Defence Sector in
a cost efficient manner while enhancing the -servnceabmty In
order to examine the scope of outsourcing in: Defence Sector and

finalise the modalities, a committee conSIStmg of following officers

is hereby constituted:-

o+

Constitution of the Committee

J;'."!':Et;l'.'l. rﬂmﬁﬂ W-r n Ry . e ITESI] W AN o O U

SS(J) - - Chairman
JS(O/N) - Member I
Addl FA(M) - Member |
Rep of DCOAS (P&S) - Member 3
Rep of AGDP - Member 4
Director (Q) | - Member Secretary
MGO - Co-opted Member
AOM - Co-opted Member
COM - Co-~opted Member

, . i
Terims of Reference for the Committee:

1. To identify areas which could be outsourcediin Defence Sectior,
2. To recommend areas which could be outsourced during the
current financial year, t

3.To work out Outsourcing methodology,

4.To interact with Industry and identify the existing solution

providers,

5.To work out a detailed SCP far outsaurcing mechanism,




6.To arrarge the lega! vatting of the same,
7 To evolve a review mechanism sC that expenditure is minimized
angd

8, To ensure quality of servicz,

The committee shall submit iis report within a timeframe of

three months. This is issued with the approval of Special

Secretary (J).

Sd/-
Director(Q)
Member Secretary

To all concerned |
DCOAS (P&S) and ASDP are *equesl.ed to nominaie their

representative in the committee.

Copy to
PPS to SS(J)
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OUTEQURLCING I @%}E 3 z SECTOR
i, Introduction 1i - f

f
1'

Ouktsourcing is contracting Gut of 2 department’s
G

iy l | L
non revenuée production and sarvice activities to specigists.

!

Qutsourcling is & strategic man ‘

restructuring of an organization 's actjvities around what it the besz

i.e does, it is core competency. I
management, financial and organiz ’cionei reasons. It facshtetes

delegation of ownership, adminisgration and operation of :a
ice : Provuder (ESP). The EéP

%

administers and manages the seledted: processes In ccmpilancte
ators. It leverages process

busmess process to an External Ser

with measurable performance indj
lzatipi'1al excellence, financial

In the present day context ‘pf

driven effi ciencies in terms of orgal
efficiency and customer satlsfactloni
globalization, India has. emerged @as outsourcmg hub for IT

Business Processes, Knowledge :Processes and even Legar

Processes.
g
11 An attempt was made to explore the potential areas f?r

outsourcing possibilities in Defence services with a view to

optimize Defence expenditure on -manpower and logistics. TiLe
Il non core areas with & we'w

ultimate objective has 10 be to shed
to reduce teeth to tail ratio. I provement in Suppiy chaijr
management, performance based lpgistics and improvement ,n
ness without compromsmg

'-“‘I

lavels of readiness and prepere,

security and quality while enhancing the: cerviceability are the hall

J

mark of this exercise. It was desirejto identify areas which couid

he outsourced during the financial ye&ar as also z.o eveive @ review

mechanism so that the 'ecommendatxons lead to ex:enditure

minimization without impinging on 1areas having Operational/core

activity implications.

. i

\
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1.2, Commitiee was teskad to idzan Lify the areas which could ha
cutsourced in Defence Sacicr and rmake recommendations in =

timeframe of 3 months. The constitution of the committes is as

under:

SS(J) - Chairman
JS(O/N) | - Member

Addi FA(M) - Member

Rep of DCOAS (P&S) - Member

Rep of ASDFP - Member .
Director (Q) - Member Secretary
MGO - Co-opted Member
AOM - Co-opted Member
COM - Co-opted Member

1.3. The following tasks were assigned to the committee:

a. To identify areas, which could be outsourced in Defence
Sector, |
b. To recommend areas which could be outsourced during the

current financial year,
C. To work out Outsourcing methodology,

d. To interact with Industry and identify the existing solutlon

providers,
e..  To work out a detailed SOP for outsourcing mechanism,
f. To arrange the legal vetting of the same,
g. To evolve a review mechanism so that expenditure is

minimized and
h. - To ensure quality of service.

A copy of order is at Annexure-I to the report.

1.4. Modzlities followed

The Committee met a number of times and held discussion on
several issues such as areas presently being outsourced by
Services, OFB and DPSUs, areas proposed to be out sourced in
future. Based on the discussions certain areas were identified for

outsouszing during the current financial year. A Sub Committee
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/ . headad by Addi.FA(D) was also *sej:n upitc work out a Qtandaa‘d
| :

Operating Procedure (SOP) so that expenditure optimization d“

manpowear and logistics alongwith review mechanism E;:F
expenditure is put in place. An interactive session was organized
on 8.10.2007 with represantatives f Industry/ESPs and vendol;fs
after due consultation with CII/FICCI{:\andiASSOCHAM. |

2. Outsourcing in Defence Sector | i

2.1 Out Sourcing refers to utilizing resqurces, on payment basils,
of another organlzatlon to secure seryices and products, for whldh
one would otherwise employ ones OWN resources, mcludlr‘g
ifferent from hiring against

) manpower. Qutsourcing ‘lS entirely
/l deficiencies/leave vacancies and 'shouldi not be taken up under

Budget head allocated' to pay and allpwances because outsourcing
is of services/Jobs but not that of s aff/posts The term mcludes

Including packing, unpacking, ph'ésqrvation, transportatioq'\,
insurance, delivery, special sefvices, leasing, technic#l

|
assessment, consultancy, training,| civil works, management,

. l
projects, yard services, system ptudy, software, literature,

its priwmary/core functions. In Defephce, It can he conveniently
reas of activities/locations.

B kil 2

adopted in low secu-ity sensitive
| -

|
"




Outsourcing should be resorted tqlin |public Interast and wlih

accountapllity, fo brmg N 2ff] \.ITC\/,I economy transparencgy
nroviding for equitable treatment o suppllers and prometion Ef

| .
competition. ;

2.3. There is a vast scope of outs#urcmg of various services ‘n
the Defence Sector in the non core,areas Recently Government

has agreed in principle to allow outse rclng of some services in tl'[e

three Services on a case to case basis for, whlch the Services wou!d

have to satisfy themselves with regard:to security aspects vi
MOD letter No. PC-15973/ Outsour mg/ MP-4 (Civ.) (b)/ 1521
D(Apptts.) dated 31 Jan 2007, Alrea a:number of activities ha'e
been outsourced in the three Servi es.%However, certain factors
do pose a challenge. These limitations are as follows:-
(a) Strategic/Critical/Core activit:i BS Iin -Defence sector n_ot
feasible to be outsourced. |

(b) Large scale staff attrition may ot be acceptabie.

(c) Lack of availability of facilities megtlng quality standards ;in

1

private sector. l : | |
(d) Limited Private sector participation. l

!

(e) Lack of detailed guidelines. | |
(f) Lack of assured system 1nd procedt:lres to ensure

information security whereveri equired.
(g) Efficient quality assurance nl‘leé anism.

(h) Poor performance by Contractfo's/Si;ub-contractors leading to

f
I

delays.

2.4. Benefits of Outsourcing: ihe benefits derived out of tie *

outsourcing are as uncer:-

(a) Focus on Indigenization.
(b) Increased awareness 2
(¢) Avallability of hign and techno!?gy.g '

4 ;

|
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(d) Avallabiiity of substitutes/comPrtltqrs. -
(e) Quantifiable reduction and savjng In costs. '

(f) Improved efficiencies, lower overheads
(g) - Freeing capital, fewer capital investment.

(h) Accelerate growth, increased cash fiow.

(i) Get latest technology and expe se.

(j) Gain access to resources that a e not available internatly
(k) Give competitive edge. 1 '
bilities.

(m). Free Internal resources for other purposes.

()  Gain' access to world class cap

(n) Share risks in case of public- private participation.
(0) In(:rea_sed customer satisfaction.

These benefits are attained ' through property work flow

system, process re-engineering skills, innovative staffing, wor|d
N |

class technology, flexibility to respong to !changes and relocation of
business processes. v
2.5. Outsourcing may be cptegorized into (a) Systef

specific, for maintenance and repair? f equipment by the OEMs br
other service providers (b) Ser\kiceé, byl the service providers Jn
tenure based contracts, (¢) Contingency, itq- meet Ithe requiremenrs
that arise without specified. periodicity and (d) Competitive, whete
the in-house agency bids against 9ut§ride ones with the objective of

economy and efficiency.

|
2.6 Outsourcing may be undertaken through various types

of contracts, including Rate Con fact; Price Agreement an!d
Memorandum of Understanding (MOU)! between the purchasier
(outsourcer) and the supplier as per gxisting laws and procedures.
Outsourcing may be resorted to fro quital and Revenue funds.

The contractual modalities under exgenditure of capital nature may
; |

S




pe in the form of Turnkey projects, Build, Operate and Transfer
(BOT) model, construction woirk contracts awarded to outsiders.

The revenue outsourcing is fer items and services including

replacement of functionally similar items/services to maintain and
operate already sanctioned assets in the service, the necessity of
which have been established and accepted by the competent
authority. It covers Annual Maintenance Contracts, O&M contracts,
and other contracts on annual basis and Gove'fnmént owned-
Company operated (GOCO) as well as Company owned- Company
operated (COCO) models of supplies, Rate Contracts to supply the
item/service at specified prices during the period covered by the
contract. Foreign outsourcing may be resorted to for such defence
equipment and assets, which are of foreign origin, items and
services required to maintain and operate those equipments also

may need to be obtained from sUppIiersabrOad.

2.7. Basic Rules of Outsourcing and procurement of
services are contained in 'General Financial Rules (GFRs Rule 163-
185). Rule 164 of GFRs enjoin that detailed instructions may be
issued by the Ministries without contravening the aforementioned
Rules which lays down the fundamental principles. Therefore, while
the orders and instructions in various wihgs of the MoD and the
Services, wherein different outsourcing procedures are followed
over a period of time may be continued, the same should be
reviewed and modified in a period of 2 years, to be in conformity

with GFR provisions as aforesaid and the instructions hereunder, In

order to achieve uniformity in approach also.
‘ Part-IiI
3. Activities presently being outsourced
Certain percentag= of following activities are being presently

outsourced in Defence Sectcr. Areas which are already being
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NFF units, security of logistic instal

i
fo
;‘ Jf
. |
R
|
t
r ! :
g |
|

|
outsourced partially by the agenc#e m Defence Sector are as

Undﬁr ‘ﬂ é

3.1, Services:- _ %

I

Repair & overhaul of aircraft/ enginefs/ accessories, refueling

operations, conservancy and area rruamtenance services, hiring of

civil transport/ponies/ marine vehlcies fcpr bulk stores movement,

I

pllotage, dredging of channels, feri
advanced health & hygiane servicef , specialist services, AMC for

servlce, garbage collectiop,

simulators & IT assets, MES contracts, automation and

| :
development of application software, development of prototype

systems/hardware, training in select [courses, repair of B Vehicle of

ation in non sensitive areas,
repair, maintenance & refits of sh p[bq}ats in ship yard, RIe
Repair Contracts (RRC) fer low end rnepetitive jobs . |
3.2. Department of Defence

roduction- The Ordnani:e
factories and Defence PSUs are out

ouremg their requirements of
raw materlals, componertts assem' Iiesﬁ sub-assemblies etc. fLr

their own production besides tr nsportatlon, conservancy (&

i actiine, office equipment, [T
l

security, upkeep/ maintenance of
related services througih the servi
effectiveness and for better utiliza jon! of their manpower and
resources with a focus on their core ompetency areas. During the

year 2006-07, the extent of productlon based outsourcing aid
services by the Ordnance factories |l10 tn,e private sector including
SSI sector was 68% while it was in|thejrange of 20-25 % in the
case of DPSUs. A .
3.2.1. The detalls of the services piresently being outsourced
by the Defence PSUs include hull uni /hull blocks armour modules/
structure fabrication, 2lectrical/ ele tronlc equipment installation,
tests and trials, casting, forging, wel lng, annealing, laser cutting,

radiographic testing, painting, | abllng, paneling, grinding,
machining works, hiring of cranes, a ¢ ventilation and refrigeratian

e prowders to improve cc‘st




!

works, <ivlil construction, applicagon $ofcware deveiopment

l

Integration, digitization of drawings; | sec dirity, consarvancy, AMf'*s

o | ; . o
shipning & custem clearance, trans_portj nouse keeping, io

unloading,'machining of componentS]

4.1,

ARMY i

ASC- kerb side FOL pump ih select Peace stations,

procurement and distribution o ratnons catering services
AOC- Holding of spares at depot level by OEMs warehousi

functions Including packagin

, h‘alndllng, dispatch of
critical inventory items. | i- |
EME- Repair of B venhicles InI

by OEMs, computer hardwar and hi-tech {ow p0pulat|

equipment by OEMs..
AMC- Hospital support servl

waste, bio-medical engineering, services, laundry a

.
catering services, Hospital rec

services( Anti-Malaria Drugs Sp.ray), technical medical

| .
services i.e. occupational therapjst, physiologist, dietici

etc.

ptién and station health cgre

Q/

!
[
i
'

!

i

FF unlts overhaul of englnts

S és disposal of bio-medi%al

nd

all

Training- Training of ele;menll::_ary trades as welder/

carpenter/painter/ computer,: trai;_ning of clerical staff a

drivers, accounting of pay/allowances and maintenance

data of PBORs, recording ofi
Branch.

MES-  Mainterance/ up: eepl of married /OTM

!
accommodation, design consugtancy.
l '

Security of logistic irstallatio|

ces, AMCs and automation

keeping and consarvancy sler\;/
B I

ngéing co'urt cases with JAG

in pon sensitive areas, hoyse

na
of

»
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(a) Sups

ﬂ

= Chains Logistics B

i}
E
i
E p
j :
; %
| é
| |
J 9
s Balated FProcass

. . £  rEAae A
The processes inciude mven;cw} control & managemasnt

warehousing and packing,

(!aundry, - messing, ’nou

{1

*"'unp’y chain,  serviciic

saeepmg in snore units  /
|

estab!!shments), wfezeri?s, me..:ses and kitchens, p*-o_]ect

feasibility study for financial implications and  risk

' management, victuals
“management

operation of motor popls

. -_ : a % . . o 4 : <o 3 -"." __-. . 7 \ :-._ = ) '
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and catering, ILMS ne’s‘Lvork

. Transport fleet managemént

bUS* services

%

maintenance of the ygrds and establishments, yard

services such as crane

supplies etc. i

operations, electric & water

furing Process

Manufacturing of englne rlng.. goods for which drawmgs /

samples are avallable,

fabrlc.atlon of certain engg.

components, CAD deSInmg, processing and testing,

technical publications

‘Material testing, chemic;f

inspection, metzaliurgica]

]

production  of prc?je%

manufacturing based

generated in house.
(f) Industrial Shops

Machinery, carpentry,

analysis,  raw mat'eriai
&  engineering reseirch,,

'documentation, hardware

on } designs and prototypes

?
i

" n _ -
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odﬁlding, electrical  plumbing,

painting, industrial gas production & recharging, fire

protaection & prevention s
(g) Maintenance, Ovearha

rwces ' 1

-

nstai!ggon Malnfennce and repalrs of :ysten*s in

. L e wree— o— ot -- W - iy - am man
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good popuieton DYy OEHs as j,rotables e.g CommumcEt ion

1
|

systems, motors, valv,s(‘solenolds etc

I ,
(h) Outsourcing of services! using existing faciiities in repair
5 l
I

vards. ;

(k) - Maintenance and running of éeference libraries
(1) Inspection and TQuality Asurance checks f
(m) Housekeeping services fo; of@ces ‘
(n) Arboriculture - I |
(r) Preservation and de-pree rvation of weapon equipment

(s) Maintenance of family accommodation

In AIR FORCE, security services |r|) domestic areas, catering

in meSS, hoSpital waste management, limited civil hired transpott,

material &'cargo handling in Air F'rce fstations refuelling of MT

vehicles, conservancy services Inclu mg* cleaning of hangars and

dlspersals, loglstics supply manage ent (door to door delwer‘y)
etc. may be considered for outsourc’

4.4

The recommendation of the corr|
guideline for Defence PSUs In their
whereas other organizations Cl)rd
adhere to the recommendations. !

Department of Defence Prog uctlon |
|ttee would serve only gs

methodology for outsourcing

ance factories, DGQA may

GSL- Fabrication and erectioh of lentire hull with minimum
outfitting works, some other s' b- a{:tlvltles in ship building.
Mazagon Dock Ltd.- Maint ance of telephone serwcﬁs
assets, fire fighting on ships, repair of furmture/f'ttmgs

housekeeping, canteen servicgs, pump operation, hiring of

compressors, tyre mountec crames; etc

BEML- Design, after sales ! ervfces, marketing, materjal

handling, inventory mana ement computer systgm
operation and rmanagement, ? HR actlvlties as recruitment,

maintenance of records etc. |

.-ﬁ-‘




+ BEL- Vendor development for prototyping and

subcontractor ralationshir.

« HAL- Machining, snest metal forming, manufacturing of
ground handling and support equipment, testers and
packing cases, CAD/CAM software services, tooling,
fabrication, structural assembly tools, heat treatment
operations for aluminum and steel alloys, FRP moulding
etc. |

Part-y
5. Areas which could be outsourced during the next one
year '
Substantial numbers éf activities are being outsourced by the
Defence services as well as Defence PSUs. It is observed that
there is no uniformity in' this regard either amongst services, DDP
or even within various establishments in a single service. It is,
therefore, recommended activities in respect of which outsourcing
is being successfully donfe by some units and where procedures
have been stabilized, may to the extent possible be replicated by
all other units \gyithin the same service and/or by all the
services/DDP in coming one year. Some such services are
conservancy, mess support, catering, security of non St_ra't'e‘gic
establishments, housékeeping, cargo handling, medical' hospital
support services as waste management, health” care services,
laundry services, training, transportation, logistics support, repair
of B vehicles, software development & integration, AMCs for
equipment and Repair Pate Contract (RRC).-
Part-V1

6. To interact with Industry ;‘and identify the existing
solution providers

6.1 An interactive sassion with industry was held on 8.10.2007
at Institute of Defence Studies and Analysis wherein the following

issues emerged. The participants included external service

| ]
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providers and the representatives

security services, housexesping,
related services, software develop

&

from service Industries ji.g.
nsefvancy services, hospita

) ) -
nent!and IT related services,

catering, logistics anc "rensportadon, fuel and oil faciiity providers

consultancy, vehicle repairs and maijntenance, computer and ofﬂee
|
equipment maintenance. The repre entatzves of FICCI, CII and

ASSOCHAM also attended the meet ng besides the o*ﬂcers from

planning commission and Defance se Ices
6.2 Rep of CII prOposed that outsurcmg shall have to resortecd
to gradually and not in haste. The expertlse is available in the

industry. CII may he!p MOD in ge lng pollcy formulation w1th
necessary feedback from industry, |d ntlfy expertise and provide a

{

platform for interaction for a speclff sector CII also has regiona!
offices so the_ requirement may be cz ere_d for through the regional

offices and ofﬁces located in state ciplta;]s. MOD may make use pf
l' ! 1

their help.’

6.3. ASSOCHAM identified certain
can be outsourced. These are supply of non -lethal capital goods as
medical, communication equlpment management of IT processss,
Defence supplies and storage dl tributlon network, lease jof
unutilized land, defence personnel r cruntment for NCOs, Researth

otentlal service sectors that

‘and Development etc. In their pre entation they informed th,at

they have a very active committee gn Defence including members
like TATA, L&T, Mahindra, Textron et which may assist MOD in [ts

L

outsourcing endeavors. ; l
6.4 The following concerns were expressed by the industry

L
A

representatives I
6.4.1 Defence Sector has to gu? d %galnst inflow of foreign

compames in security . sector as Prlvate Security Agencies
I

(Regulation) Act, 2005 does not proMide sufﬂment safeguards. With
adequate decentralization within 2T years, the outsourcing mLy

. |
1 t
!
!

be undertaken by the Defence Secto.

YARR
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6.4.2. Sochare mdustry--fma’y be %ssocgated In administration jof

network besldes mapping It may pot olnly provide AMC but also

management and provisioning of ﬁervices Including digitization,

mapping etc. | 1

6.4.3. MOD may adopt rural technlogles available and get the
benefits in terms of sanitation, hylene and housekeeping, blo-
fertilizers, water recharging etc. ! -
6.4.4. Mobile water treatment I'lant'rf' Mobile toilets, mobjle

kitchens, mobile laundry, mobile ce mtmlcatlon. facilitles, mobijle
medical systems, mobile diesel dispensers may be facilitated
besides training for drivers/ servlcln_I and maintenance. '
6.4.5. It was suggested to evolve 1-prc;curement system, quality

control systems, e-payments, securl WY vetting of vendors etc. Mare

Investment In systems upfront was Ieaded so that robust systems
should mltigate operatlonal problem automatlcally
6.4.6. It was lnformed that the user has!’low level of confidencei|in
the capability of the lndustry here has to be sense ,of
commitment on the part of lndust The contractuat capacutl}es
‘need to be assessed. The penalty claqses for non dellverande/
failures have to be strict for enforcnr] compllance
6.4.7. The logistic support can belg xtended to MOD for door [to
door deliveries it the requ1rements,! reqluencles routes, quantltxels,

(Weight/Volumes) are specified and' hared' with industry.
6.4.8. It was decided that more s ctor specific details may pe
worked out after due consultatlon |th. ClI, ASSOCHAM at lo¢al

levels. The Iong term relation an commitment with Indus ry
would facnlitate trust and rellabillty' MOD needs. to take care the
requxrements ln war as well as pe ace tlme so that the surgeJin'
services at the time of war may be ce tered to with ease. I

I
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7. Recommendations on Outsourcing Methodology

/.1

following process:

;
| = .
= - - d I- . -
3 'JI ) -
- . ; -
" T U

1
The outsourcing solutions may be evolved through tre

| }

; i : I
Situation analysis - ;Anal*ze the department's

requlremen_ts‘;and Identify th% "outsourceable" componenés.

Decide the set of activiti| S ?:'0 be outsourced. The
performance standards need tg be clearly speit out.
For-'m,ulfation of outsourf ing’ plan -Preparation |of

outsourcing plan of action deﬁ ing!ithe activity, area, periqd,

formation level and budget allocations at sub-area level |in

NFF. I ' |

Evolving outsourcing options - [Analyzing various optiops
to; co-option and planning

ranging from sub-contractin

outsourcing model which is most ai;proprlate and economical

in the circumstances for each setiﬁ of identified activity ahd
finalize Annual_ action plan for;c)utsc;;urcing.
Approval of annual action|plan - Approval of plan lof
action Is necessary at the nex?: higber level as per delegation

of financial powers in consonanice with DPM-2006/GFR.
! artner/service provider-

Search for outsouring
Floating open tender enquiry|as iper Standard operating
_ | -
procedure and defined performance standards and tender

evaluation as per provisions o DPISMOOG/GFR, finalization |of

outsourcing contracts,

Contracts & agreements -Drafting of outsourcing

contracts and agreements, iIec_:jaii vetting of the same,

axecution. i
|

14 |




‘gt eyt W oy i
- a ‘.
L -

L= -

|

|
H ‘J-:I /#f ¥ r : e , {g ! ‘ o . |
o ?ﬁeeﬁeeﬁegf f;‘f*eeriyaraviaw ea action plan to ensure tnam
that cost effective salutions are ’raaoﬁee te and expenditure

!

: | :
s :"r'*mm!zed whi'e ensui fing ti'e qaa ~/ services. CGCDA ma*g
it of control code as pruaiem

|

at the time of rnantnly

D& requested to allot © aigit il
in Ordnance Factories so that

compilation of accounts, tne| imount spent on outsnurcnng
s

‘would automatically be isplated and reflected The
! _

expenditure and the resultant slavmgs accrulng may be

deciphered and monitored ace rdingly.
Maintenance of record- D velop data base for service

providers and sharing of Infon ation within defence units as

per requirement.

7.2 Essentials of Outsourcing Contract Agreement- Tje
general contracts for all set of activitjes may include the foliowin

o Dutles and obllgatlons of outso rcelr

. Dutles- and obllgatlons of serva e pqovider

1

e Define deliverables in clear terms

greements
I

i}

e Applicable law to Outsourcing
¢ Ternis of agreement

¢ Penal provisions for non del:veranee
T Diepute resciution mechamsml - ' |

|

¢« Time limits B

s« Location of Arbitrators !
¢ Interim measures/ provisionali emledies
» Privacy agreements

» Confidentiality agreements '

» Appeal and enforcements Locaj peculiarities |

- o
”

» Survival after termination of agreement

» Security and confidentiality

¢ Legal compliancs

o Faes and payment terms




| : @
NI i

' |

e Auditing/ Inspection, Joint mo itormg rmechanism. *
However, the location spscific dnd serv!ce specific standard
contracts may be evolved for effectivie contract management.

!

. -
.,
- .

8. To work out a detalled SOP fo Outsourcing mechanism:
8.1 A sub- committee was asslgn d the task of recommendmg
the Standard Operatmg proceduren SOP) under Chalrmanshlp ;of

Addl. FA (D). The process has l {0 conform to the followihg

yardsticks | | '

¢ Specuﬂcations of dellverables to !be clearly spelt out ile..
Quantlty, quallty, type, per od i0f service, performangce

standards etc | l | g.
. Quantlty to be based on realls iC assessment of requlremert
n

+ How outsourcing dacision was arrived at, the considerations

which weighed with it to be reorded at each stage,

» Offers to be Invited following !.a fair and transpargnt
procedure ' i‘
+ CFA should. be satisfied with thie capability of selected vendor

« Procuring agency should be satisfied with the price
- |

reasonableness and consistenc wnth the quallty required

8.2 A suggested SOP for outsourl: ng |s enclosed as Annexurle-

| o-18 !L_

General Recommendatlons i
0.1, Outsourclng may noF b feasible in core, critical and

strategic defence sector activities. Itlcan be resorted to in non

! .

critical activities
0.2 Outsourcing should b done in phased manj\er

beginning with non field | ormatlons/unlts and static

establishments. § i

igalpple— *
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©.3 The ereas es mentlored In para > may be considerf

for outsourcmg | l l' i
9.4 For the prasant, in next onei; vear outsourcing may {:e
replicated in activitias which are bEingj successfully implement:ed

f ai service or even by other

by some units in all other units

services/ production units. " __ ;| . |

9.5 Qutsourcing should be th ough 100% Indian firms.
9.6 Specific systems and prced‘ures for outsourcing have

to be evolved for each category| of activities proposed to be
outsourced for which separate gr‘upsi'may be set up. In general
the enclosed SOP and the prlnc ples/procedures mentioned |in

Part- VII. and, VIII above may . act as guide and the detalled

!
SOPs for speclf“ C. actlwty/ser\(lce may conform to the genenc

SOP’guldelmes o f -
9.7 Standard RFP, contract doc ments clearly indicating jv

ry
of activity pmposed to be ou sourced legally vetted aJﬂd

approved by the competent ﬂnance and admlnlstratllle

performance and quality standar be drafted for each categ

authorities. These documents should be followed by bll
authorities outsourclng the ser lcesl/actlwtles. Any variation

from the standard condition shquld i@be got approved by tne

1
|
|
I
' ! :’ | |
9.8 The annual action plan (AAR fori‘ the activities likely to pe
outsourced shocld be formulate by each serwce/organlzatlpn
mdicatlng the financiai Implicatl ons., " The annual action plan

Competent authority.

needs to be aaproved by the; competent authority as per
delegatlon of financial powers in’ consonance with DPM

2006/GFR. "

S.9 The monitoring of expendlure -on outsourcing actnwh}es
|

needs to be ensurad. [t will help in optimization of expendltdre

|
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| | | |
;,/ while deciphering the sevin% | e'ccrulng cn account of
outsourcing. ! '
9.10 It is recommended§ to enforce annual review
mechanism through assessment d:f physical and finangia
achievements ( in percentage terr'ns) vis-a-vis approved plan of

action for outsourcing and bUdget allocation so that ﬂhe

I

expenditure is mlnlmlzed The r wew of last year iS necessary

while formulating the next yearq uts}ourcmg plan.

9.11 . Depending upon the l vel at which outsourcing|is
resorted to, all India/ reglonal/ statlon specific vendor bgse
needs: to be mamtained and

[-

outsourcmg agency through for nal and Informal enquiries from

~ other ministries, departments, industry  representatiyes
" Including ClI, FICCI, ASSOCHAM scrutiny of yellow pages and

updated regularly by dhe

9.12 It is recommended to intr[oduce e-procurement, |e-
payment, eﬁ‘ective e- performa ce | monitoring and control

mechanisms. . ‘
S.13 The delegation of ﬁnaq jal powers‘ wherever requirned
with adequate justlflcation s rec: mmended so that the activity

)

may be decentrallzed at appropr; te IFvels
9.14 - The procedure for outsourcmg may be mco;jrﬁated Iy

DPM.
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Outsourcing has been identified as nog lonly cost effective

Rt

tool but also an efficient service provider. There Is vast scope of

realizing the potential of this coveted tool in D__efence Sector. Itis
| | | . v |

possible to outsource many non core activities ;:qf Defence Sector in

a cost efficient manner while enhancing the-"serviceability In

~ order to examine the scope of outsourcing in; Defence Sector and

finalise the modalities, a committee consustmg of following officers

is hereby constituted:-

-1'

Constitution of the Committee

£ H-BCIIRCADT M S s o PR RN Pt i EWT Bl i

ey o ;t*m*ﬁu‘-@.-l - PR . N - u-

55(3) - - Chairman
JS(O/N) - Member

Addl FA(M) - Member

Rep of DCOAS (P&S) ' - Member ;
Rep of ASDP - Member E;
Director (Q) - Member Secretary
MGO ' - Co-opted Member
AOM - Co-opted Member
COM - Co-opted Member

niE
f .
.

Terms of Reference for the Committee:
1. To identify areas which couid be outsourced m Defence Sector,
2. To recommend areas which could be outsourced during the

X

current financial vear,

3.To work out Outsourcing methodology,

4.To interact with Industry and identify the existing solution
providers, |

5.To work out a detailed SCP for outsourcing mechanism,

I&
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€. Tc arrernge the izgal vatting of INg 587T=,
- 1 1;-' - ol S s "4;:;1# gl LR o T Sl B L
7. 70 evolve & review mecnanisit s that eXoEnGiiureg 18 minimized

The commitiee shall submil IS report within a timeframe of
three months. This is issued with the approval of Special

Secretary (J).

Sd/-
Director{Q)
Member Secreiaiy

To all concerned - _
DCOAS (P&S) and ASDP are requested to nominate their
representative in the committee.

Copy to
PPS to SS(J)
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Standard Operating Procedure
on Qutsourcing of Services

1. General

1. 1. Out Sourcing refers to utilizing resources, on payment
basis, of another organization to secure services and products, for
which one would otherwise 2mploy ones own resources, including

manpower.

r les of outsourcin

2.1 Outsourcing“ai‘ms to optimize defence expenditure both on
manpower and logistics, at the same time enhancing the
operational preparedness and without compromising security. It
results in entrusting functions to specialists and efficient service
providers as also permits restructuring of an organization around.
its primary/core functions. In Defence, it car be conveniently
adopted in low security sensitive areas of activities/locations.

- 2.2 Outsourcing should be resorted to in pubiic interest and with
accountability, té :;_bring__ in efficiency, economy transparency

providing for equitable treatment of suppliers and promotion of

competition.

B

oo .
- - - - i . -
3. AlEGURIED U U SO ISLAING
B |

3. Outsourcing may be categorized into (a) System

specific, for maintenance and repair of equipment by the OEMs or
other service providers (b) Services, by the service providers on
tenufe based contracts, (¢) Contingency, to meet the requirements
that arise without speciﬁéd periodicity and;(d} Competitive, where
the in-house agency bids against outside ones with the objective e

of economy and efficiency.



¢
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4. GF r 1on

4.1 Rules of OQutsourzing and procurerment of services are
contained in General Financia_l Rulas (GFRs Rule 163-185). Rule
164 of GFRS 2njoin that detziled instructions may be issued by the
Ministries without Contravening the aforementioned Rules which
lays down the fundamental principles. Therefore, while the orders
_and instructions in various wings of the Mob and the Services,
wherein different outsourcing procedures are fcllowad err 3
period of time may be continued, the same should be reviewed
and modified in a period of 2 years, to be in conformity with GFR
provisions as aforesaid and the instructions hereunder, in order to

achieve uniformity.

. B, Dutsoul 14 Decision. and the nprocess:

5.1 Qutsourcing decisions are to be taken by the CFAs as per
delegated financial powers in respective Services on the basis of
Indents/requirements resuiting from the planned annual reviews,
maintenances rgdairéments and other opportunities. Such
requirements, approved by the competent authority, act as
requisition for one or more items/ services placed by the Purchaser

to outsource and it serves as the authority for initiating

outsourcing action.

d

5.2 Contracts for outsourcing are preceded by the stages of
Acceptance of necessity, issue of RFP, opening of quotes, technical
and commercial negotiations, expenditure angle approval, vetting

and signing of contracts.
5.3 Outsourcing may be undertaken through various types

of contracts, including Rate Contract,. Price Agreement and
Memorandum of Understanding (MOU) between the purchaser
(outsourcer) and the suppliar as per existing laws and procedures.
5.4, In all cases of Defence outsourcing on behalf of the

Central Government, the purchaser (outsourcer) is the President of

~J
L ad
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India acting through tne authority given to the subordinates to
enter into such agreements/ordars. Suoplier is the party, which
enters into agreements/contracts for the suppiy of services/goods

and the term includes his employees, agents, sub-contractors,

successors, authorized dealers, stockists and distributors.

6.1 AON in this regard is to be accorded by the coinpetent
authority in MOD/Service HQs/Field units in consultation with the
IFA / FAs and keeping with the objectives of achieving economy,

efficiency and transparency.

6.2 Financial powers of CFAs would be as provided in respectlve
Serwce S delegatlon of powers, as amended from time to time.

6.3 Without authorlzatlon from Service HQrs, no fleld formatlon
would enter mto a contract for outsourcing unless as a matter of

pollcy, outsourcmg of such an |tem/serwce |s permussuble

.1‘.

7. Indenting l

7.1 All necessary details of the service/activity to | be
outsourced, including period, quantity, denomination, estimated
price, specification, scope of supply, date required by, inspection
authority etc are to be indicated in the indent to enable proper
outsourcing.

7.2 Outsourcing decisions normally cover the entire requirement
of the service for the duration of the review period and specify the
authority empowered to carry out that outsourcing activity.

7.3 Specifications in respect of an item/service to be outsourced
may be performan'ce-::'standiards, PAC, Joint service specifications,

Milspecs or industrial.

8. Issue of RFP

21



8.1 Ordinarily, two bid system would be followed except
where it is decided otherwise depending on past practices, user
requirements fcr which verifiable performance parameters are laid
down and contractors known/rzgistered. Wherever two bid system
is followed, Technic'aI-Evaluation Committee should be constituted
with reps from user, Deptts/ Dtes, Inspection agency, CFA and
Finance, with the appl_'oval of the CFA.

8.2 Outsourcing may be on the basis of (a) Singie tender
enquiry (b) Limited tender enquiry (¢) open tender enquiry
including global tender enquiry or (d) proprie‘tary article certificate,
as the circumstances may warrant in each case.

8.3 Tendering process to be followed is as under. Technical and
commercial evaluation would be, mutatis mutandis, on the steps
indicated in the case of procurement of stores as per bara 4 .6 to
4.10.1 and para 4.12.5-4.15 of DPM,06.

8.4 Utmost care should be taken by the user and purchaser while
deciding the mode ::of-_;tendering,"particularly in the case of PAC &

! |
STE outsourcing as in the case of procurement of stores following

PAC / STE methods tpe

8.5 The procedure to be followed in outsourcing must also conform

to the following yardsticks:-

(i) The specifications in terms of quality, type etc. as also
quantity , period of services/goods to be obtéined should be clearly
spelt out keeping in view the specific needs of the user.

(ii) The specifications so worked out should meet the basic
needs of the user without including superfluous and non-essential
features, which may result in unwarranted expenditure. Care

should also be taken to avoid obtaining goods and services In
excess of requirement.

(iii) Detailed qualitative requirements of the item/service being
outsourced would be laid dewn by the user specifying expected
end result, indicatirilgfall performance parameters, methodology to

23




determine satisfactory performance testing & verification processes
to be followed, in consultation with the inspection authority.
(iv) Offers should be invited following a fair, transparent and

reasonable procedure;
(v) The CFA shouid be satisfied that the selected offer

adequately meets the requirement in all respects;

9.  Inspection .

9.1. CFA may -I;ahuthorize any authority/agency for inspection

in the Service HQ or;any other agency for inspection of specified
category of items and general services procured by the services.

- 9.2 ' The inspection authority is to promulgate the'methodology
for specific contracts based on type of items/services. The
Inspection Agency and officers need not necessarily be from the

organization of the Inspection authority.

10 Commercial aspects -
10.1 The procuring authority and the user should satisfy
themselves that the%price of the selected offer is reasonable and

consistent with the Tq:u;ality required;

10.2 Apart from, the :chairman, the CNC would comprise
representative of Ffriéncé, 'r;ep of the User, rep of inspection and
maintenance agencieé and any other agency deemed as suitable

by the CFA.
10.3 Price reasonableness is to be established by the CNC taking
into account the cost already being incurred in respect of the same

activity and the opportunity/saving being provided by the

proposal. ;
10.4 Commercial negotiation with L1 bidder is mandatory in all

categories/cases of first time outsourcing contracts to ensure that
there are no loose ends and the objectives of economy, efficiency,

security etc are fulliy met.
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10.5 At each stage of outsourcing the concerned outsourcing

authority must place on recerd, in precise terms, the
considerations which weighed witn it while taking the outsourcing
decision.

10.6 Outsourcing contracts are also prepared incorporating
conditions/clauses in a procurement contract as per Appendix F of
DPM 2006. _ |

10.7 Appropriate Lp‘ provisions need to be incorporated in snjch
outsourcing contracts and care should be taken to ensure that the
stand by arrangem_eq‘i:s are available in case the vendor abruptly

disrupts the ongoing service arrangements for any reason.

11. Repeat Order

11.1 Ordinarily, repeat ;:rders for outsourcing are to be
avoided because of the possibility of newer contractors emerging -—
in the rapidly changing markets. Where CFA keeping in view the
nature and urgency of the acti:zity is of the opinion that repeat
order may issue, such a decision should clearly iecord the reasons
and also the satisfaction of stipulations contained in para 5.11 of

DPM 06.
| _== -
12 Vendor Registration
12.1 While tfej‘gtt?ifste'ring service providers, the procedures for

registration of vendors prescribed by the DGQA/AHSP would be
kept in view or specific canons be prescribed from respective
service. Before registering, the authority would satisfy itself

regarding the technical and financial capabilities and background of

1

the service provider.
12.2 It would be responsibility of the central outsourcing

agencies, if any, in the Service HQ to identify and periodically

update service specific suppliers/service providers to meet its



requiremen:s of services and provide a pool to draw up from for
such activities that arz outsourced by the services, in general.
12.3 There would be no bar for a service hgrs to draw up on

the service providers to other sarvices.

13. Post contract management i.e, the implementation
of outsourcing contracts, particularly of long term -:-zervlcies,
necessitate constant and periodical check on the performance
parameters being adequately met by the contractor and the same
IS to be ensured.

DP for Service specific Ac

. L
LI
. I ] i

14,

SOP for Service specific activities in the categories referred
to in para 3 above would be laid down by respective services duly
vetted by the IFA and for other general activities by the nodal

Service Hqrs concerned, in consultation with PIFA. Instructions

governing outsourcing would be subject to periodical review.

15. -l® \ aservation, price and purchase prefere
Ministry of Defence may, from time to time, issue

instructions specifying areas/activities where in Defence PSUs,

OFBs, ex-servicemen' outfits etc. could be accorded preferences

and the criteria go‘\{erning the award of such contracts and

agreements. o

16.The terms (a)iCi:;mtr.acts (b) Stores (c¢) Financial Powers (d)
Competent Financial Authority and (e) Next Higher Competent
Financial Authority defined in DPP/DPM, 06 I'Eave the same intent,
applicability and meaning for the purposes of the above. The terms
and expressions not defined herein shall have the meaning
assigned to them if any in the Indian Sale of Goods Act, 1930, or
the Indian Contract act 1872, or the General Clauses Act 189/, or

the other Govt Instructions, as amendad from time to time. Any

23



other term/word or phraszs usad may be properly defined in the
text of the contract for outscurcing.

17. Outsourcing (Capital): As ver Rule SO of GFR-
2005 "Expenditure of a capital nature shall be an expenditure with
the object of increasing assets of material and procurement
characters. It should bear charges for first construction and
equipment of a project as well as charges for immediate
maintenance of the work while not yet open for sérvice,
Outsourcing of such items may be in the form of Build, Operate
and Transfer (BOT) as also construction work contracts awarded to

outsiders.

18. Outsourcing (Revenue): As per Rule 91 of GFR-
2005; revenue sthld' bear all subsequent charges for maintenance
and all working exg;gqses, these include all expenditUre on working
and upkeep of the project and also on such renewals and
replaqement and such additions, iniprovement or extensions, as
under the rules made by the Govt. are debitable to revenue

account. The revenue outsourcing, therefore, is for items and

services including replacement  of functionally  similar
items/services to maintain and operate already sanctioned assets
in the service, the necessity of which have been established and
accepted by the Competent authority. RFP format available in
DPM-2006 can with accompanying changes, be adopted for
purposes of tender ehquiries for outsourcing. Subsequent to RFP
stage, internal tecpnfcal consultations would be carried out to
facilitate confirmation that the technical parameters of bids
received meet the feduirements stipulated as essential in the RFP,

Recommendation of the TEC is to be approved by the CFA.

19. naigenocu: Qutsourcing:  Outsourcing from

indigenous sources is calléd indigenous outsourcing. Proper loading

PA



criteria for all taxes (inciuding servics tax, VAT), duties and other
expenses involved in the procurement of an item/service need to

be applied to pravide level playing field to tnhe indigenous sources.

For sucn defence

20.
equipment and aSsefé, whicn are of foreign origin, items and

services required to maintain and operate those equipments aiso
may need to be obtained from s'uppliers abrdhad, '{follow'ing
international trade practices which outsourcing officers need to be

aware of.

21. - Rate Contract is an agreement between the
outsourcer and the supplier to supply the item/service at specified
prices during the period covered by the contract. Rate contract is

in the nature of a standing offer from the supplier and no minimum
order quantity need be guaranteed. A specific contract to supply

comes into being only when a formal order is placed on the

vendor.
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Ministrv of Defence
O Division
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Subject: Outsourcing in Defence Sector.

R S R Rk g

A committee headed by the then Special Secretary (J)
Submitted a report captioned “Outsourcing in Defence Sector”. The
report had been circulated to all the three services, the Department
of Defence Production and Unions for seeking their comments. After
considering the comments of the various stakeholders namely the

~ three services, Department of Defence Production and the unions,

RM ' has approved the report. The outsourcing has to be
implemented in a phased manner as indicated by three services.

A copy of the report with suggested SOF for outsourcing is

- enclosed for further implementation of its recommendations at your

end. Based on the recommended methodology and the suggested
SOP, the guidelines for outsourcing could be formulated in

- consultation with the CGDA. The guidelines should be in conformity

with the provisions contained in GFRs, DPM and the guidelines of
the Ministry of Finance in this regard as issued/ amendFd from time

to time. w (/ Q

Anﬂ Bahuguna
Director (Q)
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: Defence nl.h:z N ;ﬂ}__‘

Encl: as stated above.

Chairman COSC / Secretary (DP)/Secretary
Finance)/VCOAS/VCAS/VCNS/CGDA. ?L
MoD ID No. 10(4)/¥7-D (Move) dated 1st December, 2009. '™
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Annexure 1 to Air HQ/46608/Policy/Org(#




