Attachment 09: Principles of Procurement

Principles of Procurement under the Project

Guidelines 

1.  Procurement of goods and services for the Project shall be implemented in accordance with “Guidelines for Procurement under Japanese ODA Loans” dated April 2012 and selection of consultants shall be in accordance with “Guidelines for Employment of Consultants under Japanese ODA Loans” dated April 2012. The Executive Agency (EA) may make the use of the domestic procurement rules, but JICA’s guidelines should overrule whenever JICA’s guidelines and such procurement rules are in conflict.

Consulting Services

2.  Whereas requirements of JICA’s review and concurrence would be stipulated in the Loan Agreement, JICA’s review and concurrence is usually required for (a) Short-list, Terms of Reference, and Letter of Invitation (Request for Proposal), (b) evaluation results of proposals, and (c) contract (ex-post concurrence). EA agreed to start preparation of TOR, Letter of Invitation (Request for Proposal), Short-list right after Government of Japan make prior-notification to the Government of India, without waiting for Exchange of Notes between both Governments and signing of Loan Agreement with JICA. Letter of Invitation may be prepared, with reference to JICA’s sample documents. The key features of the JICA’s consultant guidelines are as follows:

(a) Selection procedures of consultants should be Quality- and Cost-Based Selection (QCBS). 20% of the financial proposal, 80% of the technical proposal will be evaluated for selection of international consultant.
(b) Information on JICA’s files on consultants is available, at the request of the Borrower.

(c) Short list should normally consist of not less than three and not more than five consultants.

(d) Letter of Invitation should stipulate the details of the selection procedure including technical evaluation categories and the weight for evaluation.

3.  However, for cases where QCBS is not the most appropriate, other methods of selection, such as Quality-Based Selection (QBS) or Single-Source Selection (SSS) are applied. QBS is a method based on evaluating only the quality of the technical proposals and the subsequent negotiation of the financial terms and the contract with the highest ranked consultant. QBS should be applied only for the following types of assignments.
(a) Complex or highly specialized assignments for which it is difficult to define precise TOR and the required input from the consultants;

(b) Assignments where the downstream impact is so large that the quality of the service is of overriding importance for the outcome of the project (for example, engineering design of major infrastructure);

(c) Assignments that can be carried out in substantially different ways such that financial proposals maybe difficult to compare; and

(d) Assignments including supervision of large and complex construction works for which it is particularly important to take safety measures.

4.  SSS shall be used only in exceptional cases. SSS may be appropriate only if it presents a clear advantage over competition:

(a)  For tasks that represent a natural continuation of previous work carried out by the firm;

(b)  In emergency cases, such as in response to disasters;

(c)  For very small assignments; or

(d)  When only one firm is qualified or has experience of exceptional worth for the assignment

5.   Letter of Invitation (Request for Proposal) usually includes the following:

(a) Letter;

(b) Project Information including (i) introduction and information about the project background, (ii) project description, (iii) information on the area, and (iv) organization to implement the Project;

(c) Other Relevant Information including (i) technical information, (ii) relevant laws and regulations, and (iii) service provided by the Employer;

(d) Terms of Reference including (i) purpose, (ii) scope of consulting services, (iii) reporting, and (iv) provisions required by JICA;

(e) Information to Consultants in Preparation of Proposal;

(f) Evaluation Criteria; and

(g) Contract Conditions.

Procurement Package and Methods

6.  The tender and contract packaging was based on nature of goods and services, and consideration of optimal package size—as large as possible—to attract the maximum participation from capable companies. Packages of procurement of goods and services under Public Awareness Components, which involve many small contracts and are implemented by direct contracting, shopping, LCB or other methods, are not able to be finalized at this stage, but will be determined by EA. 
7.  According to JICA’s Procurement Guidelines, International Competitive Bidding (ICB) is applied in general. When procurement of good and services is made through small contracts and evidently does not attract foreign companies, National (Local) Competitive Bidding (LCB) may be applied and national and state procurement rules can be applied while abiding by four principles of “Guidelines for Procurement under JICA ODA Loans” dated April 2012: economy, efficiency, non-discrimination among eligible bidders, and transparency. EA agreed to request JICA for prior concurrence in cases of a change in procurement methods.

Standard Bidding Documents

8.  EA agreed to use JICA’s Standard Bidding Documents with necessary modification suitable to needs for each package.

Principles of Procurement of Goods and Services

9.  The key principles for procurement of goods and services in the Project are as follows:

(a) Preferential treatment of Indian companies is not acceptable under international competitive bidding.

(b) JICA’s Procurement Guidelines do not allow price negotiation in principle. EA may conduct price negotiation with the lowest evaluated bidders only in exceptional cases subject to consultation with JICA, where the lowest evaluated bidder’s price is substantially higher than credible estimates, as stipulated in Clause 5.10 of JICA’s Procurement Guidelines. JICA is afraid that price negotiation may deteriorate quality of goods and works, and ultimately lead to higher prices including a cushion in bid prices to be given up for negotiation.

(c) Contract documents should have adequate price adjustment mechanism and fair claim and dispute resolution procedure based on international rules.

(d) A list of taxes and duties imposed and exempted should be clearly indicated in the tendering document to avoid any confusion and disputes with bidders. 

(e) Submission of alternative bids may be allowed when it is clearly stipulated in the bidding documents, but those of the lowest evaluated bidders alone should be evaluated.

(f) In case of slice and package tendering, while bidders are allowed to participate in more than one package, EA may choose a combination of bidders to obtain the lowest evaluated prices as a whole and evaluate qualification of those bidders through predetermined prequalification criteria stipulated in prequalification and tendering documents.

(g) In cases of two-envelop procedures (with regard to any contract the value of which is estimated to be not less than THREE BILLION Japanese Yen (\3,000,000,000)), EA has to request for JICA’s concurrence in evaluation of technical bids before opening financial bids.
(h) Consultant Guidelines introduces the Borrower’s debriefing to unsuccessful consultants as follows: “If any consultant who submitted a proposal wishes to ascertain the reasons why its proposal was not selected, such consultant should request an explanation from the Borrower. The Borrower shall promptly provide an explanation as to why its proposal was not selected.” In addition, Procurement Guidelines introduces the Borrower’s debriefing to unsuccessful bidders as follows: “If any bidder who submitted a bid wishes to ascertain the reasons why its bid was not selected, such bidder should request an explanation from the Borrower. The Borrower shall promptly provide an explanation as to why its bid was not selected.”

JICA’s Review and Concurrence for Procurement

10.  Whereas requirements of JICA’s review and concurrence would be stipulated in the Loan Agreement, JICA’s review and concurrence is, depending on the estimated contract amount, usually required for (i) prequalification documents, (ii) prequalification evaluation results, (iii) tender documents, (iv) tender evaluation results, and (v) contract (ex-post concurrence). 

Table: Requirement of JICA’s Review and Concurrence
(subject to the stipulations of the Loan Agreement)

	
	Less than 1,000 million yen
	Not less than 1,000 million yen
	Not less than 3,000 million yen

	Prequalification

Evaluation Criteria
	No
	No
	Required

	Prequalification Evaluation Result
	No
	Required

(In case of P/Q)
	Required

(In case of P/Q)

	Tender Document
	No
	No
	Required

	Tender Evaluation Result
	No
	Required
	Required

	Contract
	Required

(In case of ICB)
	Required
	Required
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