
Procurement Frauds in India
A Silent Threat to Businesses

Procurement frauds have become a major hurdle 
for businesses in India. These fraudulent 
activities not only lead to financial losses but 
also erode trust and efficiency in the 
procurement process. To tackle this issue, it's 
crucial to understand the nature of these frauds 
and take proactive steps to prevent them.

Types of Procurement Frauds

Bid Rigging

When Bidders team up to manipulate the bidding 
process, resulting in inflated costs or subpar 
services and goods.

Kickbacks

When Procurement officials receive bribes or 
incentives from vendors in exchange for contract 
awards.

False Invoicing

Submitting fake bills for goods or services that 
were never delivered.

Conflict of Interest

When procurement officials have undisclosed 
relationships with vendors, leading to biased 
decisions.

Overcharging and Under-delivery

When vendors charge more than what was 
agreed upon or deliver fewer goods than 
ordered.

Phantom Vendors

Creation fictitious vendors to siphon off money 
through fake transactions.

Unjustified Sole Sourcing

Awarding contracts to a single vendor without 
proper justification.

Split Purchases

Breaking down a large procurement order into 
smaller ones to bypass approval limits.



Duplicate Payments

Processing and paying the same invoice multiple 
times, either intentionally or due to lack of 
oversight.

Identifying Procurement Frauds

Data Analytics

Analyzing procurement data to detect unusual 
patterns, like repeated awards to the same 
vendor or bids that are significantly higher than 
market rates. 

Conflict of Interest Policies

Implementing strict policies to disclose and 
manage potential conflicts of interest.

Vendor Audits

Regularly auditing vendors to ensure they comply 
with contractual terms. Conducting regular 
vendor evaluations and due diligence to identify 
any red flag.

Whistleblower Mechanisms

Establishing channels for 
employees/vendors/third parties to report 
suspicious activities without the fear of 
retaliation.

Behavioral Indicators

Watch out for warning signs like resistance to 
audits, a lack of transparency in procurement 
decisions, or employees who seem to be living 
beyond their means.

To effectively prevent procurement fraud, it is 
essential to take a proactive approach that 
combine vigilance, robust systems, and a culture 
of accountability. Organizations should take 
some precautionary methods to reduce risks 
mindfully.

Identifying Procurement Frauds

Best Practices to Curb Procurement 
Frauds

Strengthen Internal Controls

• Implement clear and transparent 
procurement policies and procedures.

• Enforce segregation of duties to ensure that 
no single individual has control over the 
entire procurement process.

Conduct Thorough Vendor Due Diligence

• Verify vendors' credentials, capability, 
financial stability, and track records before 
signing contracts.

• Maintain an updated, centralized vendor 
database to identify potential risks and 
avoid duplicate or ghost vendors.

Leverage Technology

• Use automated procurement tools to 
monitor transactions and detect 
irregularities in procurement data.

• Use data analytics to identify anomalies, 
such as repeated contracts to the same 
vendor or unusual pricing.

Encourage Whistleblower Mechanisms

• Provide a secure and anonymous channel 
for employees and other stakeholders to 
report any suspicious activities.

• Promote a culture of accountability by 
ensuring whistleblowers are protected from 
retaliation.

Regular Audits and Reviews

• Conduct periodic internal and external 
audits to evaluate procurement activities.

• Review vendor performance regularly to 
ensure compliance with contract terms.
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Train and Educate Employees

• Conduct regular training programs on how 
to recognize and prevent procurement 
fraud.

• Educate staff to identify potential red flags, 
such as conflicts of interests or unusually 
high bids or receiving the lowest quotations 
at the end.

Enforce Conflict of Interest Policies

• Require declarations from employees 
involved in procurement regarding their 
relationships with vendors.

• Establish guidelines to prevent any personal 
or financial interests from interfering 
procurement decisions.

Real-time Monitoring and Reporting

• Create dashboards for real-time tracking of 
procurement activities.

• Identify and flag unusual transactions for 
prompt review and investigation.

Promote an Ethical Culture

• Set a strong tone from leadership, 
emphasizing zero tolerance for fraud.

• Encourage transparency and ethical 
behavior at every level of the organization.

By adopting these best practices, organizations 
can build a robust system against procurement 
fraud, ensuring a fair and efficient procurement 
process. This not only safeguards the 
organization’s reputation and resources but also 
maintains the trust of stakeholders.

3Procurement Fraud in India: A Silent Threat to Businesses



This document contains proprietary information of Nexdigm and cannot be reproduced or further disclosed to others without prior written permission from Nexdigm unless reproduced or disclosed in its entirety
without modification.

Whilst every effort has been made to ensure the accuracy of the information contained in this document, the same cannot be guaranteed. We accept no liability or responsibility to any person for any loss or damage 
incurred by relying on the information contained in this document.

© 2025 Nexdigm. All rights reserved.

About Nexdigm
At Nexdigm, quality, data privacy, and confidentiality are fundamental 
to everything we do. We are ISO/IEC 27001 certified for information 
security and ISO 9001 certified for quality management. Additionally, 
we comply with GDPR and uphold stringent data protection standards 
through our Personal Information Management System, implemented 
under the ISO/IEC 27701:2019 Standard. 

Over the years Everest Group PEAK Matrix®, ISG Provider Lens , and 
Avasant RadarView  have featured us for our competitive 
Procurement and Finance & Accounting Outsourcing Services and 
Business Process Transformation. We have also been recognized by 
International Tax Review, World Commerce and Contracting, 
International Accounting Bulletin, and Global Sourcing Association 
(GSA) UK.

Nexdigm resonates with our plunge into a new paradigm of business; 
it is our commitment to Think Next.

Nexdigm is a privately held, independent global organization that 
helps companies across geographies meet the needs of a dynamic 
business environment. Our focus on problem-solving, supported by 
our multifunctional expertise, enables us to deliver customized 
solutions tailored for our clients.

We provide integrated, digitally-driven solutions encompassing 
Business and Professional Services across industries, helping 
companies address challenges at all stages of their business 
lifecycle. Through our direct operations in the USA, Poland, the UAE, 
and India, we serve a diverse range of client base, spanning 
multinationals, listed companies, privately-owned companies, and 
family-owned businesses from over 50 countries. By combining 
strategic insight with hands-on execution, we help businesses not 
only develop and optimize strategies but also implement them 
effectively. Our collaborative approach ensures that we work 
alongside our clients as partners, translating plans into tangible 
outcomes that drive growth and efficiency.

Follow us on Listen to our 
podcasts on all 
major platforms

www.nexdigm.com Reach out to us at ThinkNext@nexdigm.com
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