
 
EXTRACTS FROM HON’BLE DELHI HIGH COURT'S ORDER ON CENTRAL GOVERNMENT 
PURCHASES FROM SMALL SCALE UNITS 
 
•  Providing special preferences to Small Scale Units (SSUs) in government stores 

purchase has been a stated policy of Government of India. (Circular no. CL/ 78- 
BPE/MM dt. 12th January 1978; circular no. 21 (1) 2000-EP&M Dt. 28/08/2000 
may be referred among others at IIA website). Through circulars different 
Ministries were advised to provide four major benefits to units registered with 
NSIC: 
o Issue of tender sets free of cost 
o Exemption from payment of Earnest Money 
o Waver of Security Deposit (to the monitory limit for which the unit is 
registered) 
o Price preference upto 15% over the quotation of large scale units 

•  The compliance of these recommendations has not been mandatory and over a 
period of time, the MSE’s were being denied these promised benefits by most 
ofthe Government agencies/ PSUs. The reason cited by the authorities has 
been that the recommendations have been ‘discretionary’ and ‘not 
mandatory’. 

•  The matter has been examined recently by the Hon’ble High Court of Delhi and 
has issued an important clarification through the Order observed [Delkon 
Textiles Vs Ministry of Railways WP(C) no. 7704 of 2009 Dt. 12.08.2010] as 
under: 

“If the circular Dt 28th Aug 2000 ( recommending the benefits to MSEs) is read 
as being purely discretionary than the object sought to be achieved by such 
Circular would be defeated. Accordingly it is held that unless there are good 
reasons for not extending to duly qualified SSU the benefit under the circular 
dated 28th August 2000 by Ministry of Small Scale Industries & Agro and Rural 
Industries, Govt. of India, which reasons must be recorded in writing, such a 
qualified SSU should be extended all the benefits, including price preference of 
15% over the price quoted by the qualified large scale unit in terms of above 
circular. The railways shall implement the said circular dated 28th August, 2010 
while evaluating the bids submitted by the SSUs in the tenders floated by it”. 
 
















