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India’s defense acquisition system has evolved over the years and now consists of
hierarchical and institutional structures and detailed procedures. The evolved system
has created an atmosphere for undertaking acquisition in a more methodical,
process-oriented and objective manner. The success of the evolved system is evident
from its ability to execute orders worth billions of dollars every year. However,
despite all the success of the evolved system there are certain weak areas that demand
reforms to make the system more accountable and deliver within a prescribed time
frame by optimally utilizing the available resources. Among others, the arms
acquisition needs to flow from a strong planning process that is presently constrained
to bring in the required inter- and intra-service prioritization of weapons acquisition
and ensure holistic development of national capability. The formulation of weapons
systems’ requirements—a critical stage of the acquisition cycle, which is presently
carried out within the individual armed forces with inherent weaknesses—needs to
be undertaken preferably by a dedicated and professional body. The accountability
of acquisition also needs to be strengthened by bringing about a centralized, integrated
and professional agency with the responsibility of ensuring timely acquisition.
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Introduction

India is one of the largest arms importers in the world. As per the estimates of the
Stockholm International Peace Research Institute (SIPRI) for 2006–2010, New Delhi
ranks first, with a nine-percent share in total global arms imports.1 Since the Kargil
conflict in 1999, India is said to have inked US$50 billion worth of arms deals mostly
with the foreign armament majors.2 The volume of arms imports may be a source of
concern among India’s neighbors, but it does not inspire much confidence among
the Indian strategic community, which in turn raises concerns about the way the
acquisition of armaments is being handled. One of the arguments put forth is that the
actual value of arms acquisition could have been much more, had the Indian Ministry
of Defense (MoD) put in place an efficient system that would have expedited the
need-based acquisition within the stipulated time period. An indication of the ineffi-
ciency of the system is visible from surrender of acquisition funds year after year
because of some weakness or the other.

The biggest victim of the MoD’s lack of a robust acquisition system is the coun-
try’s defense-preparedness. Various audit and oversight agencies, especially the
Comptroller and Auditor General of India (C&AG,) the Standing Committee on
Defense (SCD) and the Public Accounts Committee (PAC) have repeatedly voiced
concerns about India’s lack of defense preparedness. For instance, the SCD in its
report submitted to the Parliament in 2007 noted with concern the diminishing combat
strength of the Indian Air Force (IAF) from the government-authorized level of 39.5
squadrons to 33.3 In a 2008 report the C&AG notes that the IAF “does not possess an
adequate number of surveillance radars needed for providing efficient and reliable
detection capabilities for ensuring credible Air Defense.”4 The same report also
notes that the Indian Navy “holds just 67 percent of the [submarine] force-level
envisaged in its 1985 plan . . . and the operational availability of the submarines is as
low as 48 per cent.” The supreme auditor in a subsequent study also points out that
“by 2012, the Indian Navy may retain only 61, 44 and 20 percent respectively of the
envisaged force levels for frigates, destroyers and corvettes.”5 Similarly, the aviation
arm of the Navy, which is “critically short in numbers” is likely to “achieve only 26,
33 and 63 percent of the force-levels required in respect of long-range reconnaissance,
combat and anti-submarine warfare aircraft respectively” even after the ongoing
induction plan for 2007–12 is fully materialized.6 The Indian Army like its sister
services, is also grappling with deficiencies in its vital armaments. The bulk of the
Army’s artillery is of vintage 130 mm guns procured in the 1960s, the major excep-
tion being the Bofors guns of 155 mm inducted in the 1980s. Efforts to induct higher
caliber guns have met with repeated setbacks.

Grappling with deficiencies in the country’s defense preparedness, the MoD has
made quite a few attempts to reform its acquisition system. Dedicated and hierarchical
procurement bodies have been set up to undertake various facets of acquisition. To
support these bodies, detailed guidelines have also been articulated, which are being
revised frequently. These reform measures have yielded some dividends in terms of
setting up a streamlined system that is able to handle a massive portion of capital
budget with a value growing at a hefty pace in recent years to reach $12.1 billion in
2011–12. However, at the same time there are still some gray areas in the system
that do not allow acquisition to be undertaken in the desired manner. As argued 
subsequently in this paper, the acquisition system is not geared enough to undertake
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procurement in a time-bound manner, leading to delays and cost-overruns; retains an
element of ad-hocism; does not facilitate optimum competition; and dilutes account-
ability in acquisition.

The paper examines the structural and procedural weaknesses afflicting India’s
defense acquisition. In particular, it examines three issues—acquisition planning,
formulation of the features of weapons systems and accountability in acquisition—
three crucial factors that have received the least or half-hearted reforms. It argues
that for expeditious acquisition, the MoD needs to overcome these weaknesses. The
paper however begins with a brief research mythology employed for its argument,
followed by the Bofors controversies that set the foundation of India’s defense
acquisition system, which was again boosted by the recommendations of the Group
of Ministers (GoM) and subsequent procedural reforms.

Research Methodology

The paper is based on both qualitative and quantitative analyses. Existing literature in
the public domain, including reports of various audit and oversight agencies, govern-
ment-appointed committees, and Indian MoD were analyzed to discern the evolution
and progress of India’s defense acquisition structure and procedures. The efficacy of
the system in terms of its capacity to utilize the allocated resources (within the stipulated
timeframe) is based on the 10-year time-series data obtained from MoD’s defense
budget. Although a part of the gaps in India’s defense acquisition system is explained
through the survey of existing literature, the author has conducted interviews with key
acquisition functionaries (both serving and retired) to further explore the weaknesses
existing in the system. The interviews have been supplemented by the author’s own
perceptions based on his association with two government-appointed committees on
the subject.

Bofors Controversies and Evolution of India’s Defense Acquisition System

India had neither a formal structure nor a set of unified procedures (common to three
services) for defense procurement for a very long time, until the momentum gathered
after the controversies erupted in the late 1980s following the allegations of kickbacks
received in the purchase of Bofors guns from Sweden. The absence of structure and
procedure was not acutely felt as India had limited supply sources, being primarily
dependent on Russia. The Bofors controversy was a watershed in India’s procurement
history, not because it had significant political cost to the then administration, but
because it stimulated a massive public debate on defense acquisition issues. The
Joint Parliamentary Committee (JPC), which was instituted by the government
under the Chairmanship of B. Shankaranand, conducted an extensive inquiry into
the then Army’s existing procedures for procurement and key decisions involved in
the Bofors purchase.7 Although the JPC did not point out any serious deviations
from the then-existing procedures followed by the Army and other stakeholders, it
nonetheless brought into the open several practices that were prone to subjective
interpretations, and subsequent charges and counter-charges.

One such practice was the non-requirement of formulation of Qualitative



Requirements (QRs)—a set of technical/performance specifications—for the weapons
procured from abroad. In the case of Bofors, the Army did not have a clear set of
pre-approved QRs against which all the competing vendors’ offers could be evaluated
in an objective manner. The Army persevered with its evaluation based on its judgment
of which vendor meets its requirement best. Of the four shortlisted guns (FH 70 of
UK, FH 77B of Sweden, N-45 of Austria and TR-155 of France) post-trial in 1982–83,
the Army subsequently narrowed the choice down to two guns (FH 77 B and TR-
155) in 1984 and finally to Bofors in 1986, although the “French gun had all along
been placed above the Swedish gun in order of priority.”8

The absence of pre-approved QRs also coincided with the fact that there were no
clear guidelines for soliciting responses from vendors, field trial of equipment, and
commercial and contract negotiations, besides the organizational responsibility. It
was not felt that these weaknesses needed to be rectified by the JPC, which was
more pre-occupied with the corruption angle rather than coming up with concrete
solutions for avoiding recurrence of such circumstances. But the heat generated during
the JPC discussion remained alive in the defense establishment, a trend that was finally
picked up by the PAC (in its 187th report of 1989) in a rather low-profile equipment
purchase of Special Purpose Vehicles (SPVs) by the Indian Navy. Looking into the
SPV matter the PAC recommended that:

Comprehensive guidelines should be drawn up by Government with regard to the
negotiations and implementation of defense contracts, so as to improve efficiency and
effectiveness within the specified time frame. The organizational structures and sys-
tems will have to be improved and streamlined to ensure better results and greater
accountability in a world of increasing specialization, speed and sophistication.9

Based on the recommendation of the 187th Report of the PAC, the government 
formulated the first-ever comprehensive set of guidelines, commonly referred to as
Defense Procurement Procedures 1992 (DPP 1992). The document was a credible
effort to put together all the guidelines in one place, which then became the guiding
document for undertaking procurement in a structured manner. However, the document
suffered from many deficiencies, which came to the fore later on. Among other
weaknesses, the document did not provide for procurement in emergency situations, nor
could it address the Transfer of Technology (ToT) in procurements involving license-
based production; provided the Defense Research and Development Organization
(DRDO) the first say in mode of procurement (in reference to buying or manufacturing).
Another major problem was the non-provision of an in-built mechanism for periodic
review.

These problems were apparent during the 1999 Kargil conflict. The Kargil Review
Committee (KRC) headed by K. Subrahmanium, found the DPP-1992 archaic and
suggested “periodic review in the light of changing circumstances.” The GoM, which
was set up to review the national security in its entirety and the recommendations of
the KRC in particular, observed that the then “existing structure for procurement has
led to sub-optimal utilization of funds, long delays in acquisition and has not been
conducive to the modernization of the Services.” To facilitate expeditious procurement,
the GoM recommended that the government create “a separate and dedicated institutional
structure to undertake the entire gamut of procurement function [which] is expected
to facilitate a higher degree of professionalism and cost-effectiveness in the process.
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Such a structure would also enable an institutional memory to be built up and taken
advantage of to obtain the best value for the money spent by the Government.”10

To facilitate expeditious procurement, the GoM however put much importance
on improving the defense equipment planning by services. The expert body found
that the then existing system of defense planning undertaken separately by the three
services “tends to advance its own capability without regard for inter-Service and even
intra-Service prioritization.” In its recommendations, the ministerial body recommended
that the task of equipment planning be performed by the Chief of Defense Staff
(CDS) who would “facilitate efficiency and effectiveness in the planning/budgeting
process to ensure the optimal and efficient use of available resources. This could be
carried out through intra-Service and inter-Service prioritization of acquisition and
projects.” To facilitate the task of CDS, the GoM recommended the appointment of
the Vice Chief of Defense Staff (VCDS) who would “control a mechanism . . .
whereby no capital scheme is cleared for inclusion in the Service Headquarters’
(SHQ) budget unless there is reasonable assurance that the necessary formalities in
respect of Technical and Commercial evaluations leading to contract and initial payment
could be concluded within that year.”11 The VCDS is also to “monitor intra-Service
and Inter-Service prioritization of capital schemes in terms of expenditure during a
financial year.”

Defense Procurement Organization

Following the recommendations of the GoM, the government initiated the process
that led to the creation of the present Defense Procurement Organization (DPO),
which consists of four main bodies: Defense Acquisition Council (DAC), Defense
Procurement Board (DPB), Defense Production Board, and Defense Research and
Development (R&D) Board. Among these bodies, the DAC is at the top of the hierarchy
and is headed by the Defense Minister, with other members being the three Service
Chiefs, Defense Secretary, three secretaries of Defense Production, DRDO and
Defense Finance, Chief of Integrated Defense Staff and Director-General, Acquisition
(DG Acq). As the highest procurement decision-making body, the DAC gives in-
principle approval to the Long-Term Integrated Perspective Plan (LTIPP) and the
Five-Year Services Capital Acquisition Plan (SCAP) of the services and monitors
major acquisitions. The DAC also approves the mode of procurement, i.e., whether a
weapons system is to be procured off-the-shelf (either from indigenous and external
sources), or developed indigenously, or produced under technical assistance from
foreign manufacturers.

The decision of the DAC flows down to other bodies for implementation. It is how-
ever to be noted that among the remaining three bodies—DPB, Defense Production
Board and Defense R&D Board—the DPB is the most crucial body pertaining to
capital acquisition. It is headed by the Defense Secretary, with other members being
the three secretaries of Defense Production, DRDO and Defense Finance, vice-chiefs of
the three services, and DG (Acq). The DPB is responsible for coordination, supervision
and monitoring of the acquisition process, besides examining the acquisition proposals
and making necessary changes in the process (with due approval from the defense
minister). The DPB in its functioning is assisted by the Acquisition Wing, which is
the executing authority dealing with all matters of capital acquisition. The Wing,
headed by a Director-General is supported by Financial Advisor (Acquisition) and



consists of the four divisions—Land, Air, Maritime and Systems—with each division
being headed by an Acquisition Manager who is supported by a Finance Manager
and a Technical Manger of two-star rank.

The Defense Production Board and Defense R&D Board come into the picture when
the acquisition proposal entails an element of indigenous development and manufacture
(the Defense Production Board, headed by the Secretary Defense Production, overseas
activities in the capital acquisition related to the industrial component of indigenous
manufacture, whereas the Defense R&D Board, headed by the Secretary DRDO looks
into the developmental and technology aspects of the indigenous manufacturing.

Periodic Review of DPP

With the setting up of DPO, the MoD has also undertaken a periodic review of the
procurement procedures. After 10 years of promulgation of the first DPP, the second
DPP was announced in 2002 and was again revised in June 2003. Until now, the
MoD has carried out six rounds of major revisions, with the DPP-2011 being the latest
in the series. The revision in the successive DPPs have streamlined many aspects of
the acquisition procedures, particularly those related to modes of procurement, roles
and responsibility of various agencies involved in the procurement chain, participation
of the domestic industry (including the private sector) in the acquisition process, and
transparency in decision-making. The changes in the DPPs have certainly created 
a streamlined system that is now much more methodical, objective and process-
oriented. Despite several weaknesses that are still prevailing in the system, the fact of
the matter is that the system has been successful in executing contracts worth several
billions of dollars each year without getting into major controversies seen in some
other ministries.

Under/Over Utilization of Capital Budget, Delays and Cost-Overruns

Despite MoD’s tryst with reform measures undertaken so far, the acquisition process
has not moved at the desired pace. This is amply evident from the repeated surrender
of funds under the capital head of defense budget, much of which is accounted for
under the modernization/acquisition head meant for procurement of “big-ticket”
items such as tanks, fighter aircraft, submarines, frigates, radars and missiles among
others. Except for 2010-11 (in which the MoD spent a little over its original allotted
amount), in the past 10 years, the defense ministry has surrendered a cumulative
total of Rs.358.85 billion to the exchequer, with annual surrendered amount varying in
the range of 4–31 per cent. Of the total surrender of capital funds, over three-fourths
(Rs. 278.09 billion) has been from the modernization/acquisition head. The surrender
of funds is across the services, although the Navy is much better off in utilizing and,
as in five out of 10 years, over-utilizing its total acquisition budget in the past
decade (Table 1).

The surrender of capital budget in essence means delays in acquisition and invariably
leads to cost overrun. This also indicates a “systemic problem” in the procurement
system, which, as acknowledged by the Defense Secretary in his submission to the
PAC, includes “problems in mindset” and “difficulty in the entire process itself.”12 The
delays and cost-overruns are also a matter of concern to national security, especially
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when India’s adversaries are acquiring capability at a faster pace. A case in point is
the acquisition time taken by India and Pakistan in procurement of submarines. As
noted by the PAC, when Pakistan was able to “acquire Agosta 90B Submarines from
the same French firm at a much faster rate,” it took the Indian procurement system five
years from the issue of request for proposal (RFP) to signing of Rs. 154.47 billion
Scorpene contract (the duration is over eight years if one takes into account the date
of issue of letter of intent). Moreover, the protracted price negotiation which took
three years also cost the procurement budget more than Rs. 28.0 billion mainly due
to “escalation in the price of submarines.”13

Deficiency in Acquisition Planning

As part of the implementation of GoM recommendations, there has been a modest
attempt to strengthen and streamline the capital acquisition planning process. Structure-
wise, three sets of bodies have been made responsible for acquisition planning. At the
helm of it lies the DAC which provides “guidance” to the planning of the services.
The Defense Minister, who heads the DAC issues “operational directives” at regular
intervals (of five years) and based on these directives, the services prepare their own
plans, which are segregated into three time-periods: long (15-year), medium (five-

Table 1.    Under/Over Utilization of Modernization/Acquisition Budget of Three Services

Under/Over Under/Over Under/Over Under/Over 
Utilization of Utilization of Utilization of Utilization of 
Acquisition Acquisition Acquisition Acquisition 

Year
Budget of Budget of Budget of Budget of 

Armed Forces Army Navy Air Force

Rs in 
%

Rs in 
%

Rs in 
%

Rs in 
%

billion billion billion billion

2001–02 33.47 19 8.52 15 -0.36 -1 25.31 35
2002–03 59.66 32 20.71 32 15.19 32 23.76 33
2003–04 32.97 19 1.09 3 15.08 25 16.80 25
2004–05 0.89 0 10.96 15 -9.96 -16 -0.11 0
2005–06 8.07 3 -2.93 -4 7.94 10 3.06 2
2006–07 32.10 11 32.54 42 -5.79 -7 5.35 4
2007–08 25.84 8 -7.01 -8 0.17 0 32.68 21
2008–09 79.88 20 23.69 24 29.99 28 26.20 14
2009–10 13.08 3 14.72 11 -15.41 -15 13.77 7
2010–11 -7.89 -2 14.61 12 -31.86 -31 9.37 4

Total 278.07 9 116.90 14 4.99 1 156.19 11

Notes: 1. Under/Over-utilization is based on the difference between Budget Estimate and
Actual expenditure in a given year except for 2010–11 where difference is between Budget
Estimate and Revised Estimate.
2. Plus figures denote under-utilization and minus figures over-utilization
Source: Author’s database, extrapolated from Ministry of Defense, Government of India,
Defense Services Estimates (relevant years).



year) and short (two-year roll-on). The Headquarters Integrated Defense Staff (HQ
IDS)—a tri-service organization created by post-GoM recommendations—is respon-
sible for coordinating the planning of the services and preparing the 15-year LTIPP,
and five-year SCAP. While the LTIPP forms the basis for the acquisition program
from a long term perspective, the SCAP is the guiding document for procurement.
From it follows the Annual Acquisition Plan (AAP)—a two-year roll-on plan—of
the three services that is compiled and processed for procurement in a given year. To
avoid ad-hocism in procurement, the AAP has been made into a sub-set of SCAP
with little flexibility for including items in the annual plan that are not part of the
five-year plan document. Also to facilitate acquisition in a time-bound manner, the
DPP has provided a time-frame for the various stages of acquisition to be completed
and has made mandatory the floating of tenders within a stipulated timeframe once
its necessity is approved by the higher level.

The above institutional and procedural mechanisms notwithstanding there are
certain fundamental weaknesses that affect the planning process. The first set of
problems is related to the way planning documents are formulated and the role HQ
IDS plays in the entire process. Although the tri-service body is entrusted with the
task of formulating the integrated 15-year plan, the exercise is limited to the “mere
compilation” of long-term perspective plans (LTPP) of the respective services. The
HQ IDS is constrained to prepare an integrated plan for the services, keeping in view
the national capability sought to be achieved within a reasonable budgetary support,
inter-and intra-service prioritization of equipment and indigenous industrial capability
to support weapons manufacturing. When it comes to equipment procurement, the
individual services reign supreme, with others “preferring to remain silent so as not
to be interfered with when their proposals are on the table.” These lacunae in the
compilation process are evident in the preparation of the very first-ever LTIPP.
“Important issues like Joint Conventional Edge, capabilities to be achieved, aspects
of commonality of equipment, inter-service prioritization and indigenization” have
not been adequately addressed in the long-term plan.14 As a result, the LTIPP remain
more or less a list of summation of the individual LTPPs of the services. The SCAP
which follows from this process therefore remains a list of equipment, with little effort
made to prioritize the equipment in view of the national requirement and probable
budgetary support.

Against the above backdrop, the individual services are left to pursue their own
weapons procurement with little institutional monitoring to see holistically how the
national capability is being developed. There is no mechanism also to ensure that
whatever equipment was planned in an SCAP has really been fructified in a manner
that best addresses the capability gap. This situation continues to remain unaddressed
because the acquisition system is geared toward utilization of funds (irrespective of
which service spends the money), which is considered more important than surrendering
of funds at the end of a given year, which is viewed “bureaucratically and politically
unpalatable.” The mood in the system has such been that “as long as funds are utilized
it does not matter if ‘A’ is procured or ‘B.’” There have been cases where the
weapons are being procured without the compatible platform being in sight. The
procurement decision to buy the second lot of 16 MiG-29Ks from Russia, in the full
knowledge that there would be a considerable delay in the induction of an indigenous
aircraft carrier or the Gorshkov Carrier, is a case in point.15

The biggest lacuna of the planning process is perhaps the weak linkage between
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the planning documents and the availability of resources. The Indian budgetary system,
which is based on annual estimates of government’s revenues and expenditure, does
not allow for multi-year planning with firm commitment of resources. This is more
so because unlike many advanced countries, India does not enunciate a national
security strategy document or a defense white paper that would carry the necessary
sanctity for resource commitment for long-term planning. The mid- and long-term
planning is carried out either through a rough indication by the MoF or by the
assumption of the services that a certain amount of the money would keep flowing
to them. Since the services are not bound to restrict their plans to a pre-approved
financial limit, the tendency is more of a budget maximization, where the services
project their budget at a higher limit only to be pruned by the MoF at the stage of
budget allocation. In the past 10 years, the cumulative difference between the projected
defense requirement and the budget allocation is in the order of Rs 1408.37 billion, with
annual differences ranging between six and 27 percent (Table 2). More importantly
the shortfall is acute on the side of capital expenditure,16 the majority of which is spent
on the procurement of weapons and platforms to meet the modernization requirements
of the armed forces. Because of the “last minute” confirmation of the precise size of
resources that would be available to the MoD, procurement plan retains a degree of
ad-hocism, as crucial decisions are changed accordingly in order to remain consistent
with the availability of funds.

Deficiency in formulation of Qualitative Requirements

Formulation of QRs is the first step in India’s defense acquisition system. It is also the
most crucial component of acquisition in terms of articulating the user’s requirement of
what a weapon/platform is expected to perform, and influencing the subsequent stages
of procurement, including technical and trial evaluation and contract negotiations/

Table 2.    Resource Requirement: Demand-Supply Gap

Resource Demanded Budget Provided 
Shortfall Shortfall

Year by Services by MoF 
(Rs in billion) (%)

(Rs in billion) (Rs in billion)

2001–02 738.20 620.00 118.20 16
2002–03 742.14 650.00 92.14 12
2003–04 893.74 653.00 240.74 27
2004–05 1031.51 770.00 261.51 25
2005–06 945.68 830.00 115.68 12
2006–07 948.80 890.00 58.80 6
2007–08 1039.40 960.00 79.40 8
2008–09 1120.87 1056.00 64.87 6
2009–10 1541.56 1417.03 124.53 8
2010–11 1725.94 1473.44 252.50 15

Total 10727.84 9319.47 1408.37 13

Source: Author’s database based on various reports of the Standing Committee on Defense (New
Delhi: Lok Sabha Secretariat).



finalization. A realistic and broad-based QR could lead to multi-vendor participation,
which in India is the primary method of discovering the “best price” in government
contracts. On the contrary, a narrowly defined QR could restrict the number of partici-
pants and lead to retraction of requests for proposal (RFP)17 (hence causing delays
and cost over-runs). Historically, QR formulation has been a major area of concern.
Few glaring examples in this respect were highlighted by the C&AG in 2007. The
supreme auditor who examined 18 Army contracts signed between 2003 and 2006
found that “in 60 per cent of the cases, only a single vendor was pre-qualified.”

The poor formulation of QR formulation has often invited adverse comments
from various authorities. A review of comments made by various committees and
audit reports clearly testify that QRs continue to be narrowly defined, unrealistic and in
some cases vendor-specific. The seriousness of the problem is perhaps best amplified
when India’s Defense Minister himself acknowledged the deficiency in QR formulation
and urged for corrective measures (Table 3).
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Table 3.    Observations on QR formulation

Observations

Kargil Review 
“[A]rmed forces borrow unique features from weapons and equipment 

Committee (1999)
on offer from advanced military suppliers around the world and marry 
these in their General Staff Requirements to make ‘impossible’ demands.”

“Specifications stipulated in the QR were later found to be inconsistent 
with the technology available in the world market.”

“Parameters laid down in the QR were unrealistic with respect to the 
actual requirements on the ground.”

“Parameters specified in the QR could not be tested during trial evaluation
due to lack of testing facilities.”

“QRs were formulated by the user directorate without gathering adequate
market intelligence, sometimes merely on the basis of the manufacture’s
brochure. Such a system for determining specifications may not only 
restrict the number of potential vendors but also reduce the scope for 
tenderers to offer alternative innovative solutions.”

“QR formulation is a real problem and . . . one of the reasons for the 

Defense Minister 
delay. [T]here is a tendency of changing QR . . . [which] creates problems. 

(2009)
We must find a solution to that and . . . must do real homework before 
preparing the QRs, after that every now and then changing QRs [should 
be avoided].”

“The military should ensure total transparency and accountability by 
Public Accounts being absolute clear in the defense requirement ... and [refrain from] 
Committee (2010) frequent deviations from [Qualitative] Requirement (QR) [which] may 

lead to an uncalled for compromise on national security.”

Source: Kargil Review Committee Report (New Delhi), 224; Report of the Comptroller and
Auditor General of India, Report No 4 of 2007 (Performance Audit), 11; AK Antony, Keynote
Address delivered at the National Seminar on Defense Acquisition held in Institute for Defense
Studies and Analyses (New Delhi) on October 27, 2009; Public Accounts Committee (2009–10),
Undue Favor to Vendors in Acquisition of Submarines, 15

Comptroller and 
Auditor General 
of India (2007)
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Given the importance of QRs in optimum vendor-selection, the successive DPPs
have emphasized the need for their broad-basing. The DPP-2011 for example states that
“QRs should specify the requirement of military grade, ruggedized and commercially
off-the-shelf (COTS) items. The QRs must express the user’s requirements in terms
of capability desired with minimum required verifiable functional characteristics,
and its formulation must not prejudice choices by being narrow and tailor-made.”18 The
DPP-2011 also has gone a step further in mandating the services to publicize on the
MoD website its broad requirements by way of issuing requests for information (RFI)
to vendors. It has also mandated that inputs obtained “should result in a compliance
table” showing the number of vendors that are likely to participate in a contract.19

The above emphasis and procedural improvements in DPP have not however
resulted in true multi-vendor participation in defense contracts. The system has
moved from earlier single-vendor cases prior to field-trials (now banned, since DPP-
2005) toward Resultant Single Vendor Situation (RSVS)20 in many cases.21

Although in some cases the RSVS is justified given the limited supply source in
meeting the stringent product requirement of the armed forces, in “most cases it is
manufactured to suit certain vendors.” Since the bargaining power at the time of
commercial negotiation is highly favorable to the supplier in RSVS, the emphasis
and procedural improvement in QR formulation have so far remained an exercise of
limited utility. As expressed by a former senior official, who dealt with acquisition
very closely at the highest level, the “system has simply been smart enough to eliminate
competition, in whatever way possible.”22

The primary reason for poor formulation of QRs can be ascribed to two factors:
institutional and oversight. Unlike in other countries, such as the UK and France in
particular, where dedicated agencies (Direction generale de l’armement of France
and Defense Equipment and Support of UK) are made responsible to formulate the
detailed specifications, in India the SHQs are primarily responsible for outlining the
specification of the weapons. The current practice is to draw personnel with field
experience to formulate the QRs. Although the personnel are often portrayed as
“highly qualified” in their respective field duties, they are not “necessarily the best
at QR writing as it requires an all-together different expertise and environment to
work in.” The process of writing QRs involves in-depth knowledge in technological
advancement, detailed market/vendor survey, and cost aspects, to arrive at the most
optimum solution. The process also involves a degree of interaction with domestic
industry to explore the possibility of and facilitate domestic industry’s likely participa-
tion in a contract.

These aspects have not however been a strong point in the present system. This
is partly because the personnel involved in QR formulation are neither trained in
such specialized jobs, nor do they have a stake in doing them to the best of their
abilities. In the present scheme of things—except for the Navy, which has a tradition
of “ploughing back”23 officials having prior postings in the QR cell—others generally
consider it to be a routine assignment, where personnel are left to learn while on the
job. Even then the “hands-on” experience that they gather over a period of time is lost
because of their frequent transfers to take up new assignments to remain in contention
for picking up the next rank. On average, the personnel posted to the QR Cell are
posted out within two to three years, while the average cycle of procurement is more
than three years. In other words, if there is any deficiency in QR writing, the problems
can hardly be attributed to the personnel involved earlier.



In the above scenario, the general practice is to obtain the “best characteristics of
all known equipment . . . [and] include as many features as possible to demonstrate
the enormity and exhaustiveness of the work done.”24 In the process, the benefits 
in terms of cost-savings (through wider vendor-participation), domestic industry-
participation, and more importantly facilitating timely acquisition, are given the least
thought.

Defense acquisition is a costly affair, with many a proposal exceeding billions of
dollars. Since there are substantial amounts of money involved, and given the tech-
nical nature of procurement, which is best known to a select few in the MoD and
services, it is also susceptible to unscrupulous attention.25 And since QR stage is the
most crucial stage having maximum bearing on the selection of vendors, it therefore
requires the maximum oversight. The oversight for QRs is however not so strong.
Once the QRs are formulated, they are circulated in a “routine manner” among a
cross-section of stakeholders—such as the Department of Defense Production,
DRDO, the Directorate-General Quality Assurance (DGQA), and the Directorate-
General of Aeronautical Quality Assurance (DGAQA)—all of which submit their
“comments on file.” These comments are then compiled and approved by the Staff
Equipment Policy Committee (SEPC), a body comprising officers of the Vice Chiefs
of the three services and officials of equivalent rank from the civilian bureaucracy.
The Committee is however not institutionally accountable for ensuring multiple-
vendor participation. At subsequent stages there is nobody who would question why
a feature is written in a particular manner. Even though few stakeholders in the
acquisition cycle know about the “mistakes, committed knowingly or otherwise,”
they have hardly anything to do or if they do something it leads to delay.

Lack of Accountability in Acquisition

In the Indian defense acquisition system, a procurement proposal goes through a
number of stages and agencies before the winning vendor is shortlisted.26 Figure 1
below demonstrates this in the procurement of a typical off-the-shelf item. In the
horizontal axis are shown the seven stages through which a proposal moves before it
reaches the contract negotiation committee (CNC) for identification of the winning
supplier. In the vertical axis are shown the agencies (in shaded cells) for each stage
of procurement. For the purpose of illustration, the SHQ for example is involved in
all stages of procurement starting from the articulation of the QR to the CNC stage,
whereas the DRDO is involved in three stages (QR, AON, and Trials). The complex
part of this process is that the agencies involved in each stage of procurement are
accountable to different functional heads. The process therefore risks an element of
dilution of accountability in defense acquisition.

To ensure accountability in acquisition, certain institutional and procedural
mechanisms have been put in place. The DAC, which is the highest decision-making
body in MoD, monitors proposals and gives “instructions” to various stakeholders.
The DPB also carries out similar activities. However, such monitoring and instruction
is largely restricted to “big proposals” with smaller ones getting lesser attention. The
DG (Acq) who is the head of the Acquisition Wing and supported by a set of officials
drawn from bureaucracy and services, is also constrained to take full responsibility,
as many of the acquisition functions—such as QR formulation, field trials, etc.—are
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beyond its command and control. Although he/she monitors proposals on a monthly
basis it is more to do with budget utilization, rather than giving instructions to expedite
the procurement cases.27 Trial evaluation, which consumes the maximum time in the
procurement cycle, takes its own “sweet time” for completion and is entirely undertaken
by the services, with no control of the DG (Acq).

Moreover, the monitoring process also suffers from “lack of coordination between
SHQ and MoD,”28 partly because of the decentralized nature of procurement and partly
due to the archaic use of the file system, where comments on a particular proposal go
back and forth among various stakeholders. Although the DPP has mandated the use
of “a defense procurement network, electronically connecting all agencies involved
in defense procurement,”29 it is yet to be accomplished. The office of the DG (Acq)
is yet to have a common link to the procurement-related data bases of the services,
rendering them to limited use.

To overcome the weaknesses in institutional accountability, there has been an
attempt to achieve it through procedural methods, by way of outlining a time frame
for each of the procurement activities. The DPP-2011 has gone a step further in
revising the time frame to a weekly, from the earlier monthly, in order to focus more
attention on procurement. However, this mechanism does not seem to be working
properly. There are many cases where the time-line is “blatantly” ignored due to a
variety of reasons. For instance, the Rs 420 billion Medium Multi-Role Combat 
Aircraft (MMRCA) proposal—the RFP of which was issued in August 2007—is
likely to be signed in March 2012, almost four-and-a-half years after the RFP was
issued.30 The DPP mandates the entire process from issue of RFP to contract signing
to be completed within 74–137 weeks (two to three years).

Figure 1.    Stages and Agencies Involved in India’s Defense Acquisition

Notes: 1. SQR: Staff Qualitative Requirement, SOC: Statement of Case, AON, Acceptance of
Necessity, RFP: Request for Proposal, TEC: Technical Oversight Committee, CNC: Contract
Negotiation Committee.
2. The term ‘MoD’ in figure refers to Defense Acquisition Council/Defense Procurement Board
or any other bodies not shown in the left vertical axis of the figure.
Source: Prepared by author based on Ministry of Defense, Defense Procurement Procedure:
Capital Procurement (New Delhi: Government of India, 2011).



The deviation from the time-line is often a major source of blame-game between
the SHQ and the MoD. While the services accuse the MoD officials of not taking a
decision in time, thereby putting their “operational requirements in limbo,” the MoD
officials blame the SHQ for “half-baked” proposals for protracted negotiation. Although
collegiate vetting has been introduced at some crucial stages of procurement to minimize
differences for speedier acquisition, there are still some cases where this mechanism
has not lived up to expectations. Some of these cases are those that come under
investigation of the “three C’s” (Central Bureau of Investigation (CBI), C&AG, and
Central Vigilance Commissioner (CVC)), because of alleged corruption charges. In
such cases, the procurement functionaries are reluctant to take decisions, and in turn
move the proposal back and forth down the procurement chain, to “kill time.” There
is also an attempt to pre-audit the procurement decisions by vigilance agencies before
the final decisions are taken. The system as a whole does not accept responsibility in
such instances, preferring to leave the decision-making to the successor and, eventually,
to a future government.

The deviation from the broad time frame is also partly due to the “professional
shortcomings” on the part of procurement functionaries in the MoD.31 Like the official
in the QR cells in the services, the officials in the MoD are also given short tenure
posting with no prior training. The complex terminologies and the labyrinthine proce-
dures in DPP are sufficient enough for the people, especially those joining the MoD,
to avoid taking any decision. The avoidance tendency is compounded when they are
required to give their thumb of approval to a contract that entails understating on
matters related to “contract law, life-cycle costing (an increasing used best practice
in acquisition world wide), and cashflow analysis among others.”32

Conclusion: The Way Forward

The Indian defense acquisition system has come a long way since the pre-1990s era
to DPP-2011. Institutional and procedural mechanisms have been put in place—the
latter being refined more often—to create an atmosphere for undertaking acquisition
in a more methodical, process-oriented and objective manner. The success of the
evolved system is amply evident from its ability to execute orders worth billions of
dollars each year in a relatively controversy-free environment. However, despite all
the success in the acquisition system there are still certain weaknesses that need
more focused attention in order to make it more robust and give it a higher direction.

In the present dispensation, acquisition planning is a major handicap. The
GoM’s idea behind the creation of a CDS for a strong planning mechanism has been
diluted in the setting-up of HQ IDS, which lacks the necessary authority vis-à-vis the
individual Service Chiefs. As a consequence, the IDS has found itself constrained in
articulating a truly integrated perspective plan for the three services. The tri-service
body has also not been able to provide due diligence toward optimum capability
development through inter-and intra-Service prioritization and is constrained to match
the defense plan with available resources and foster domestic defense industrial develop-
ment through close interaction with industry. Defense planning is also constrained
due to the absence of a firm commitment of resources for long-term planning. Given
the importance a strong planning mechanism for optimum utilization of precious
resources and holistic capability development, it is essential that the post of CDS be
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created at the earliest possible time. To ensure that the long-term defense planning—and
acquisition of armaments in particular—is not hampered due to the absence of a
steady flow of resources, there is a need to commit funds on a long-term basis. For
this to happen, the government needs to articulate the national security doctrine or
defense white paper that would provide the necessary sanctity for long-term resource
commitment.

QR formulation, which is the most vital part of the acquisition cycle, has not been
given the required attention throughout the DPP’s nearly two-decades of operational
history. The vital task however continues to be performed within the Services Head-
quarters by personnel who are neither trained to do such specialized jobs, nor have a
continuing stake in doing it to the best of their abilities (given their short tenure post-
ing). Moreover, the oversight of this vital part of acquisition is not strong enough.
Given the vitality of QR formulation in determining the most cost-efficient capability
solution in a time-bound manner, it is necessary that the job be performed by a specialized
body, preferably by an external agency. Given that the HQ IDS is a tri-service body
it would seem most logical that the function is transferred to it. However, the efficacy
of HQ IDS would come, as pointed out earlier, via its strong positioning vis-à-vis
services, which would be realized by appointing the CDS as its head.

Contrary to the GoM’s recommendation for the creation of “a separate and dedicated
institutional structure to undertake the entire gamut of procurement function” what
has been created is an Acquisition Wing that performs a part of acquisition functions.
Several crucial functions having a strong bearing upon the cost and timeliness of
procurement are being carried out beyond its command and control, thereby robbing the
system of benefits of the single point of accountability. The organizational shortcoming
in accountability has also not been compensated by the procedural means, both
because of the professional shortcomings of acquisition functionaries and the lack of
courage of the system to own up responsibility in cases that run into oversight 
problems. Given the importance of single-point accountability in the vital aspects of
weapon procurement, it would be logical, as pointed out by GoM, to move toward
an integrated procurement organization. However, to make the organization a truly
professional body, human development resource development (HRD) aspects need to
be given due diligence, which requires careful selection of personnel, and providing
professional training to them in required areas of acquisition, among others.
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