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countries are embarking on the path of modernisation, pla
ners and publj

€ enterprise managers have emphasised the need for ;J':‘S:y
tuting programmes ang projects which help realise this goal. The capa
of these adm

s : , . ing pro-
Inistrators/managers in formulating and 1mplen_1entmlg]0l:nic
grammes and projects oriented to developmental goals of socio-eco
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ers, projects arc used to handle development of certain maj
qmmes SUCh-ns !ndustrial development, education reform ?t(c):r'
projects also provide lpfgrmintion to planning agencies which in, gun;
gl ermine the use of_ CXIS!H‘I}% resources to achieve the desired purposes
To quOte from a U.mlcd Natl(‘ms publication, projects are “a link in the:
cocess Of successIve approximations involved in the technique of pro-
Jramming and an nmportnr,l’tl clement in the flexibility and continuous
;evision of the programme.”™ Inevitably, projects are important tools in
coviding facts and figures for national planning. They help in the over-
|l national planning process. They “aim at bringing about behavioural
-hange ultimately leading to social change.

National plans include a large number of investment projects and
programmes. The nature and problems of implementation of large invest-
ment projects in sectors such as industry, minerals, power, transport and
communication, differ from those of development programmes which
are in the field of agriculture, rural development, village industries, social
welfare, education, health, etc. Hence the modalities of formulation and
implementation for programmes and projects are different.

Here an effort is made to discuss the management of projects which
includes the process of formulation, implementation (monitoring) and

evaluation of projects.

O£l

Meaning of Project and Programme

Programme and project are quite related to each other in the development
process. However, a line of distinction between the two must be drawn.
Webster’s Seventh New Collegiate Dictionary defines ‘programme’ as
“a brief outline of the order to be pursued or the subjects embraced.” In
a2 United Nations publication, Egber} de Vries takes the programme
'o mean “a form of organized social activity with a specific objective,
limited in space and time."? He says that a programme often “consists of

\ -
1. Uniteg Nations, Manual on Economic Development Projects (New York: United Nations,

1958), p. 5.
2 Ashok Pradhan, “Organisational Design for Development Projects”, in M.K. Singh

and Anant Mahadevan, Project Evaluation and Management (New Delhi: Discovery Pub-

lishing, 1990), p. 191.
' Eg.bm de Vries, “Programme Formulation an
’Gfr‘!fstration of Development Programines an
hited Nations, 1971), p. 2.

d Implémentation”, in United Nations, Ad-
d Projects: Some Major Issues (Geneva:
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an interrelated group of ‘prOjCCt.S" and usually is limiteq to o
ongoing organizations and aCtiVllIQS.” A development progra:: or Mor,
grouping of development projects falling under a single jurisd‘?‘?ls the
for a common purpose. Thus we might talk of the family ICtiop
programme of the Ministry of Health and Family Welfare.

A project is a specific plan or design or scheme Presented for oo
eration. The Manual on Economic Development Projecs defines ‘Con.md.
as “the compilation of data which will enable an appraisal to bl;TOJCCt.
of the economic advantages and disadvantages attendant upﬂ:\n i:c
alloc?atlo’rz“of country’s resources to the production of specific goods an;
services.

Baum and Tolbert define the term project as “a discrete package of
investments, policy measures, and institutional and other actions des; gned
to achieve a specific development objective (or set of objectives) within 5
designated period.” The term development project is little used in deve].
oped countries, where its nearest equivalent is capital formation, building
and construction, or infrastructural investment.

From the point of view of resource allocation, P.K. Mattoo defines
‘project’ “‘as a proposal involving capital investment for the purpose of
developing facilities to provide goods and services.”

As programmes and projects figure in national plans, the relationship
petween a development plan and a development programme should be
understood. A plan provides the general framework within which projects
are developed. Projects authorised by government should be consistent
with the plan and approved by the Planning Commission or the Ministry
concerned. A difference between a plan and a programme is that qul
plans are for a fixed term of years, often five. As the plan progresses, 1ts
unexpired portion diminishes. On the other hand, the development P
gramme rolls forward. At any single moment it includes a portfolio of
projects of different ages, some having been initiated in the curren! plan
period and others in previous plan periods. "

It may be mentioned here that-a programme includes projects whic
have been taken in hand for implementation, Clearly, unstarted and abam
doned projects are not part of a current development programme Also

4. United Nations, Manual on Economic Dev

iects. op. cit., p. Xiil.
5. W.C. Baum and S, M. Tolbert, elopment Projects, op. cit., P orid Bank

' Investing i -' + Lessons of the W
Experience (Oxford: Oxforg vesting in Development: Lessons of

University Press, 1985), p. 8
. R K. Mnuoo' P . ’ : .I ’ p' 4 o nﬂ)’.
6 o, Yo roject Formulation in Developing Countries (Delhi: Macmillan g
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ublic enterpﬂsesv but most are fundeq by governmcntp '}zeeshziih;lrsi:y
- hilosophy 18 that a cgmpletEd Project wi] generate benefits of oo
\alue than the cost of investment, i dhaal

 STAGES OF PROJECT MANAGEMENT

within a programme, we find projects at differen
some just prepared, others in the process of implementation and still others
nearing completion. In other words, the management process of projects
follows a cyclical pattern, the major stages of which are: (1) identification;
(ii) formulation; (ii1) appraisal (including approval); (iv) implementatior;
(including monitoring); and (v) evaluation.

t stages of completion—

1. Project Identification

The first stage of the cycle is concerned with identifying project ideas that
represent a high priority use of the country’s resources to achieve
development objectives.

Projects usually do not emerge themselves. The motivation and deci-
sion to set up a project or projects lie with the existing departments,
corporations, boards, commissions, institutions, and the like. It may so
happen that external pressure (from such bodies as World Helath Orga-
nization, Food and Agricultural Organization, United Nations D“:\.rel-‘
opment Programme and World Bank) or internal pressure (from political
Parties, legislative bodies, etc.) may motivate government to setup a new
Project. ;

However, it is observed that most organisations m_ld departments In
developing countries presently suffer from innovative and x‘m.na?x
tlements for a variety of reasons. One reason is that thes? orig‘:ll\l::salflxck
and departments are preoccupied with day-to-day work. SCLO“l ey r)'ll i;\'ed
2dequate financial resources to finance projects. Third, they lac ‘s‘t e
Personnel and other material resources to run them. Fourth, n?:n:i: anet
of a healthy atmosphere hinders the ove.rall devcloplgf::cg ht thers &
Cess. A number of United Nations agencies have co-r;Cts o Vstitable
‘" "acute shortage of good and well-prepared proj



DEVELOPMENT ADM INIS
280

oreanisational structure which \afsre the major im
e of plans for development. 5
cution roject ideas should meet the initia] test o
In any casﬁi,d pbe some assurance that technical apd j
is, there. shOuf nd and suitable policies adopted.
tions will be 0‘; India, projects are identified on the basis of data 5,
- th-e e forma,tion cell in the State Directorate of |
able with the ”:;ral of Technical Development (DGTD), N
Directorate Ge*}on Union Ministry of Commerce, state |
ning Commtl)sslvm’ious industrial development authorities
undertfk;:qtr?al Development Corporation) and general
Sc:?\t:cez available in the country. he econom ofacoumrya-id
teria: A project should be o.f vallie tothee y :
Criteria he limitations of policy laid down by the government. There
should meet the ortant criteria which need to be kept in view as argued
fred Othir 1mpre‘ (i) factor intensity criterion; (ii) plant size and e
i ! 'ese.zziii-) foreign exchange benefit criterion; gl.V) cor.nm.erciig
plexity C,r.“erlo.l:’ ion; and (v) national economic profitability cr “er_‘onl'h
'proﬁtablllt)l/.crl ecrtor ’ rojects in India, investment decision lies Wlth. tC
i csisernmpent. Investment is channelised lhr_o ugh appmpril:e:
Cem]r‘allls't?ct:ising policies. On getting the licence,- private Fntt?trgtrions
pl::pzlie lfeasibilit)’ reports for submission to the flnancic'lz;ll(lllgsﬁl), Unit
Fe.g., ICICI, IFCI, Industrial Development Bank of Indi

ionali taining loan
Trust, Life Insurance Corporation, nationalised banks] for ob
finance.

TRaTIgy,

Pedimeng 10 the e

f feasibility, thay
NStitutiong) Soly.

ail.
ndustries,
ationa) Plap.
evel Surveys
(e.g., Punjzp
consultatjya

Public Sector Projects in India

Working groups which
project authorities befg

detailed evaluation of
~ Based on thejr recom
ministry in the centr
Sector plan that pyb)j
Plan are identified.
relates to the physi

A nistries and
are set up by the administiatlve ml}?)f,:r;akc .
re the beginning of every Ff"" Ycar_vatc sectors-
the existing units in the public an.d pr;]e concern
mendations and pre-feasibility studies, t 1( is in the
al government formulates a sector plaﬂr;c Five Year
C Sector projects for implementation int this stage
The identification exercise undertaken at :

n
: estallo
cal targets within the financial outlay, the 2
-'h‘_

k: United N
rSanizationg] Systems for National Planning (New York:
tions, 1979), p. 107.

8. PS. Bajwa, “Identi

ject Mar
fication of Projects”, in J.C. Bansal and B. Ghosh (eds.), ProJ
agement of Process Plants (Chandigar

h: Punjab University, 1985), p. 54.
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, ice of technology. In th; indicati
riod and choice 0 &Y. In this phase, indication for -
1:5011 of a feasibility report for the Project is given, g D

The Project Monitoring Division (PMD) of the Department of Pro-
amme Implementation, M1n1§try of Planning and Programme Imple-
qentation, also helps the.aflr_mmstr i inistries in ; dentifying the
projects. Thus the requnsnbnhty for identifying the projects lies mainly
with the concerned ministry and department.

Rejection of projects at this stage is due to the scarcity of raw materials

or the facility proposed to be provided under the project. The main con-
sraints may relate to (1) lack of project planning capability organisationg
where project ideas originate, (ii) lack of understanding between those who
identify projects and those who appraise them, and (iii) improper analysis

of location of new projects and availability of the required infrastructure
facilities. '

2. Project Formulation

The project formulation exercise is a large and complex task undertaken
after a positive decision has been made on a project idea. At this stage,
the nature and scope of a project has to be spelled out in a comprehensive
form. This requires a progressive refinement of the design of the project
in all its dimensions. At this stage a feasibility report is prepared by the

concerned public enterprise in consultation with the concerned adminis-
trative ministry.

Issues in F ormulation

Many issues are involved in the formulation phase of a project. Thc first
is the comprehensiveness of the project which includes formu!atloﬂ of a
detailed prospectus spelling out its economic, technical, financial, organ-
Sational, and other administrative aspects. The second issue 1s !mked with
s time profile. The third relates to the project format. The project format
Should meet the requirements of the technical and economic glannersd,
?dministrators, managers, budget directors and other personnel mvoh;ed
" the subsequent operations. The fourth concerns the department e"m:?(::

With the Project which is required to submit information on the locatior:.

: ing. The
- S8, period of construction, manpower and materials and financing

fth, which is the most important issue in project fo.rmulanon, r::f:ﬁ: :g
the administrative dimensions of the project. T'hese mCltl:d: gfu;ersonnel
fegard 1o the agency for implementing the.Pr"JCCt’ nifhae for skills and
"®Quired, availability and method of recruitment, training
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other matters relating to personnel administration. Other gye.;
pertaining to administrative dimensions are scheduling of projgc[e:tlfm.s
ties, procurement of inputs, coordination with other inter-relateq acticF‘f’"
and system for review and evaluation of progress.’ s
The Project Appraisal and Management Division (PAMD) of the py
ning Commission has the function to develop formats and guidelipe; :;n-
the submission of proposals for projects and programmes and for th:r
techno-economic evaluation. The central government has issued guidg
lines for preparing projects in important sectors with a view to improyig,
the quality of project formulation so that after the first stage c]earanceth:
project authorities could take up detailed investigations and analyss,
obtain necessary clearance in regard to environment and forests, g
budgetary quotations and then submit a properly formulated project w;th
reasonably firm physical and financial parameters. However, in practice,
these procedures have not been adequately followed in preparing

projects.'®

Some Cautions and Suggestions

Certain cautions need to be kept in mind while formulating a project. Frst.
the task involves a cost exercise even in preliminary studies, especially
in the fields of transport, industry and resources development. Second,
duplication of efforts and waste of resources in project formulation should
be avoided. Third, existing research and development departments should
be improved to avoid the waste of time and resources. Fourth, there 1S
need of a reciprocal relationship between overall planning and projects.
As stated in a United Nations publication, “the availability of well-
conceived projects and the institution of work on their formulatior
simultaneously with the institution of the formulation of plans wi
improve their implementability. By the time a plan is finalized an
approved, enough projects should be available to go in the implement”
tion phase.”

- 3. Project Appraisal and Approval

(i) Project Appraisal
such techniques as analysis and evaluation. The objective of the appraisﬂ

,Administration of Deyelopment Programm
of Planning and Programme Implemenatjq
I Report 1997-98 (New Delhi: M,

es and Projects, op. Cit» - i

n, Department of PrOS""“'?:
nager of Publications. 199}

/ .
9. United Nations

10. India, Ministry
rmplementation; Annua
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5cess 1 not only to take a decisigp whether to aceept or rej
m\-cslme“t proposal but also to make recommendations as to how itJ::t ::3
bcrchTmUI“tc_d 50 a5 to ensure better economic, technical ﬁmnc:, lou
0mmercial Vl.ﬂbl]lly. 'PrOJcct appraisal is the culminati;] y S‘t 1a and
(ocess of prO_]e.Ct dcmgn c_lcvclopmcm and evaluation,!! EI)t (:P ln'thc
3pprﬂi5“l of project objectives, project organisational, admini)sn:r;z)l:lii:S

cchnical and managerial set-up, project demand potential, project tech

nology. project design, project time-profile, project non-recurring and

_rring resource requirements, project financi & i _

r;:lg C(:st-beneﬁt orofile. ) cial feasibility and project

presently the Project Appraisal and Management Division (PAMD) of
e Planning Commission is the principal agency which appraises central
sector schemes/projects costing more than Rs. 15 crore and prepares
appraisal Notes in consultation with the subject divisions of the Plan-
ning Commission before these are considered by the Public Investment
Board (PIB), Expenditure Finance Committee (EFC) and Committee
of Public Investment Board (CPIB) depending upon the nature and size
of the proposal. However, proposals on projects and schemes costing
Rs. 1.5 crore and more but less than Rs. 15 crore are considered by the
Standing Finance Committee (SFC). The concerned Ministry can now
convené SFC meeting without waiting for comments of the Planning Com-
mission provided that (i) the scheme is included in the plan and (ii) no
net increase in domestic budgetary support (excluding EAPs) for the
ministry/department is required.

The PAMD also assists central ministries and state governments in
establishing proper procedures for appraisal of projects and programmes.
Further it is required that PAMD would act as a Management Adviser to
the PIB/EFC and on receipt of PIB/EFC proposal, based on the informa-
tion contained in the PIB/EFC Memorandum, it will complete appraisal
and management advice tendered to PIB/EFC.

With a view to ensuring that the appraisal car
C()"T‘I)rtthf:nsivc: and meaningful, the project aut
Ministries are required to submit only such proposal
Inall respects.

The outer limit for issue of appraisal note by the PA
% four weeks from the date of receipt of PIB/EFC proposal )

) L artment of Pro

The Project Monitoring Division (PMD). of the Dep -amme Imple-
rgr::::mé Implementatign, Ministry of P lanm_“gt‘"“((icirt?fg Rs. 20 crore

ation, also appraises central sector projects

\
1
l-PK. Mattoo, op. cit., pp. 243-246.

¢

ried out by the PAMI? is
horities/administrative
s which are complete

MD has been fixed
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and above) referred to the Public Investment Board (py !
resPect to the project inputs jp terr UM U
veries, feedstock and other linkg rms gp lang
€s :

for the project completion and 1tS COmmissioning, and gy, snengf;e“ary
ofi

organisation/management team for 'mplementation with, the stip,,.
time and cost. It also analyses the causes of time ang Cost ovcn‘u ]Plf"lm
case of revised cost estimates. | M,
It may be pointed out that the appraisal notes on Projects o,
comment upon whether the assumptions made by the Project am;i.r,’[-
relating to: “(a) gestation period, (b) optimal location, () life Ofrzl
project, (d) production build-up, (¢) capacity utilization, (, lcchn;'r;
feasibility, (g) capital costs and norms along with proposed phasi;:q
(h) operating cost and norms as well as likely availability of assumé
infrastructure facilities in time and required quantity/volume, ang
realisation of income and benefits, etc., are realistic, feasible g

DEVELOPMENT ADM]N]

state of preparedness with.
availability, equipment deli

optimal.” .
During the year 1996-97, two hundred ninety-four projects invalving
a total project cost of Rs. 1,42,397 crore were appraised in the Divisicn.
During 1997-98 (1.4.97 to 31.03.98) two hundred sixty-seven projecs
involving a total project cost of Rs. 1,48,757 crore were appraisé.
Whereas earlier all the projects/schemes costing Rs. 5 crore and abose
were appraised, from 6th August, 1997, as per the guidelines issued by
the Department of Expenditure (Pan Finance-II) only projects/schemes
costing Rs. 15 crore and above are being appraised. The projects apprais
included both the new as well ag the proposals on revised cost estimai<
The sectoral distribution of projects appraised during the year 1996-97
and 19?7—98 is given in Table 1] |, _
Project appraisal has at pregep several shortcomings. Often ther¢®
no link between plan objectiveg and proiect i decisions. Efforts
are, however, being mag - pajeet mv'estment § Iso o
S Made to improye appraisal methods and als

provide guidance to the Projec : better
. t ¢ te
projects. Ject authority to plan and formula

(ii) Investment Approval of pyg, .,

This phase relates to the Proceqy,
lic sector projects. Ag ther,

. . esour i ' .

careful selection in order to determi(r:;s;l:;i] : necessary to subject s
Priority.

: 2 the proced
Untl] 197 P ure of Crutinising proposa[s for inVCStmen(

. s in
- , which ‘
the public sector "4 Boverneg mainly by circulars issued by "
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ctoral Distribution of Proi
11.1 Se rojects Appraj :
fable Year 1996-97 ang 1997—98[)P aisal during the
/’ - (Cost in Rs. crore)
9
a 199798
, 14.9 |
No.of = AL ()f? to 317.’013,’93
projecty ' X O
N Sector ects  capital cost projects capital cost
| agricultore. WaLer resources 3 7838.04 0 9805
,' Energy including coal 17 13579.16 2 10964‘ “
; surface Transport 45 3856.01 19 2789 '73
Jl petroleum & Natural G“S sl 52155.48 1 28511t25
¢ penochemicals & Fertlisers 10 3753.00 10 1460976
6. Electronics 2 566.56 6 120.29
+ Biotechnology _ 3 98.81 2 25.61
§. Information & Broadcasting and 12 170.15 13 17.41
Communications
g, Steel & Mines 6 6399.65 2 2728.72
10. Industry & SSI 6 73193 10 2399.27
{1 Civil Aviation 5 607.57 3 904.85
12. Urban Development 3 145.27 3 6662.49
13, Rural Areas & Empl. 4 36497.85 4 4752.00
14. Textiles 1 10.00 3 1136.63
15. Commerce 7 178.90 3 43.30
16. Planning Commission 2 29.78 1 70.00
17. Environment & Forests 13 413.93 9 4913.61
18. Home Affairs & DOP — —_ 6 520i6
19. Health & Family Wel. 26 1689.17 14 6422.29
0. HRD (Women & Child 16 1174.74 21 43238.66
Dev. Edu. & Cul.)
1], Welfare 6 4682.69 11 3633.32
22. Science & Technology 5 122.79 4 149.
5 1065.88
23. Labour 5 185.41 26,10
2. Post 4 126.26 2 36.7
. 6679.80 22 7740.14
25, Railways 22 32-50 p 119.25
iﬁ. Youth Affairs & Sports 2 ' 4 106.80
1. Ocean Development - e 6 61.19
2. Sutistics 1 55.93 ; 47448
2. Scientific & Industrial Research = —9' 50 . -
. Civil Supplies ! ' 1 100.00
32 Economic Affairs e — ’W
T Toul 04 142396.88 6 —
—— L —
1997-98.

Source: Indiq, Planning Commission, Annual Report,

i ter-
jvision) and the Bureau of Public En

ing i ntata
hinery was lacking 11 goverm.tlcizons as
ut the best investment decist
followed was dilatory

e hurriedly prepared

M?nistry of Finance (Finance D
Prises, was not adequate. The mac
Single point which could advise abo cedure

€tween several existing choices: dise sals wer
and complex. Often project investment Propo
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without careful scrutiny of norms pertaining to geStation per;
cost, capacity utilisation, operating cost rates, etc. eriod, Capiyy
Public Investment Board: In 1972 the Governmen
Public Investment Board (PIB) in order to ensure systematic pyi... -
ning with the following functions: pm}cclplan.

“(i) Examination of the contours of investment proposals i
formulation stage based on which a decision to prepar
ity report would be taken.

(ii) Taking investment decisions on proposals for public invest
produce goods and provide services.

(iii) Consideration of proposals for revision of cost estimates which ey.
ceed those approved at the time of investment decisions.”2

of Indi, o

" the proje,
(A lhe feaSlb]]

ment 1,

Approval Board and Committees: Mainly there are four Boarg
Committees to which appraisal notes and recommendations from (i
PAMD of the Planning Commission are sent for their consideration and
approval: (i) Public Investment Board (PIB), (ii) Expenditure Finance
Committee (EFC), (iii) Standing Finance Committee, and (iv) Commi-
tee of Public Investment Board.

The recommendations and suggestions of the PIB (or Committee) on
investment proposals are sent to the Cabinet for final clearance. The
Cabinet generally accepts the recommendations, and the next stage of
project implementation as per approved project begins. It may be men-
tioned here that it is not always that projects are approved. Investment
decisions may be put off till certain further data, analysis, etc.. 3
completed or projects are approved subject to their fulfilling certi®
conditions. _

It has been observed that project approval procedures are often dil&
tory and cumbersome. Even after the investment clearance, there are 2
large number of clearances, often as many as fifty, which a public Se.cmr
project may have to seek from government and other authorities at variovs
levels. )

Since the introduction of economic reforms in 1991, centrd! public
enterprises, which have signed a Memorandum of Understanding MoU
with government, have been given more financial powers to ™ ”
investments insthe new or old projects subject to their fulfilling certai
requirements.'

minisﬂ'}’ Cl’;!;izl;ance. Office Memorandum on Public Investment Board (NEW pelb:
" geptember 30- ST
3 lslfdia planning Commission, Eighth Five Ye
13. '

.. plannit
1992), Vol. 11, p. 470 ar Plan 1992-97 (New Delhi: plannif?
Comm

ission,
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A Data Bank on projects has also been develq

mission to help inimproving the appraisal of projects. In additio th
n has i.ss'uefl guidelines to streamline the investment a lrlc’)v T
ocedures and minimise dglays in the system. Pprova
A United Nations publication comments: “As development projects
equently involve investment of capital, allocation of foreign exchgnnge

and US® ol SCﬂfce‘resources’ organizations concerned with those areas
t also give their approval,”!

ped in the Planning

among the factors that have a bearing on decisions of approval of
projects are whether the requesting government “(a) had taken account

" of the relative priority to be accorded to the project in its development

i programme; (b) had the pplitical and administrative capability to imple-
~ ment the project; (c) manifested the necessary support at highest levels;

- (d) provided adequate counterparts, facilities and services; and (e) had
" jncorporated in 1ts own programme provisions for research and devel-

i
K

15

opment, training and other essentials to carry it out.”!5 In brief, these
administrative dimensions should be given serious consideration while
approving a project.

4. Project Implementation and Monitoring

The implementation stage covers the actual development or construction
of projects up to the point at which these become fully operational. It in-
cludes monitoring of all aspects of the work or activity as it proceeds, and
supervision by “oversight” agencies within the country or by external
lenders. This phase is the heart of project management. “Implementation
Is what realizes plans, what generates project outputs and what utilizes
the scarce resources”. Its role is to mobilise the resources which were an-
licipatedl and operationalise the activities which were designed. Further,
ithas the objectives of anticipating deviations from planned performance

and making proper adjustments.

(i) Issues i Project Implementation

The firgt issue pertaining to implement.ation is the agency which under-
lakes g project. At prese:t there are mainly three agencies: gqvernmental,
Private (contract) and those with a mixture of the two. This is to say that

[P . :

4, United Nations. Administration of Development Programmes and Projects, 0p. cit.,
P- 80.

5. Uniteg Nations, Public Administration in the Second United Nations Development Decade:
Report of the Second Meetin ¢ of Experts (New York: United Nations, 1971),p.9.
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a project may be split up for Implementajgp, In part b
agency and in part by a contract agency, Ya Bovery,
In the case of a private agency, the government dep
adopts a system of contracts. The contract gyspem, S genergyy, ; ey
construction and industry fields In mixeq €conomies, Iy dcve:; 1Oung i
tries where projects are developmental in magnitude, contracto Mg coyy,
have to be streamlined to ensure effective implcmcntation r
If project implementation is the responsibility of 3 governm
or department the questions involved relate to jtg formation, aut *
accountability, personnel and administrative arrangements, Pub“:"f){ﬁ'
prises in the developing countries have come to handle develom::‘:cr
projects as a type of government agency, When a government ag‘,;?
assumes the responsibility of administering a project, “steps have g 1,
taken (0 build the organisation, to develop the operating procedys.
hire and induct the people into jobs and to schedule the Various activites
required for the implementation of the project. The overal framework fr
most of these activities may be provided by legislation or by executive
decrees authorising and approving the projects.” In building the organ;-
sation, appointment of a project officer/manager and recruitment ang
selection of personnel are of great significance. For, the success of 1
project depends greatly upon the personnel who are engaged in iis
implementation. As a management team, it has to “develop a detailed
plan of organization and administration, including scheduling, budgeting,
staffing, continuous evaluation, reporting, planning for contingencies, and
the final transition stage.” In the effective and efficient administration of
a project, management techniques such as CPM (Critical Path Methed)
and PERT (Programme Evaluation and Review Techniques) can b
applied.’® Other methods that need to be taken into account in projec

implementation are the inflow of cooperation and coordination from othef
departments, the existence of favourable administrative, political and
social environments from whijc},

the inputs of the projects are drawn-

DMIN]S

Cnl
ﬂ“mcm

(ii) Monitoring

The purpose of monitoring is 1 ensure timely completion of proje<®
for which resources have been gjj0cated in the plans. The essence o' *

) °45. Monitoring has several aspects. quadlti'
speaking, it covers (2) physical pr ogress of implementation of proj¢¢

 mome
16. Both CPM and P

ERT lay stress upon tpe efficient performance and temporal dimensio®
of a proiect.
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(02 inigation canals and drains, power
producti\’lty and profitability performanc
units in the core sector, and (c) Maintena
pe monitored selectively so that expendit

Monitoring, is generally undertaken t,
and ficld visits. The primary responsibjj
agency entrusteq with the execution of 1]
that over-rep.ortlng and overlapping at different monitoring levels can
cause confusion and tend to become counter-productive, |

The PAMD provides assistance to centra] ministries, state governments
and Subject Divisions of Planning Commission in developing and oper-

ating, implementing, planning and monitoring information systems. It also

provides assistance in the analysis of PERT/CPM based implementation
plans of major projects.

projects, etc.), (b) production,
e for established public sector
nce of capital assets created to
ure is utilised purposefully.

rough reports, review meetings,
ity of monitoring lies with the
1e project. It may be mentioned

Department of Programme Implementation

The Department of Programme Implementation (formerly Ministry of
Programme Implementation, created in September 1985) became a part
of the Ministry of Planning and Programme Implementation in July 1991
with the exclusive purpose of independently monitoring central sector
projects and key infrastructure sectors including social sectors.

The Department of Programme Implementation has five divisions,!?
namely, (1) Twenty-Point Programme and Common Minimum Programme
Division, (2) Members of Parliament Local Area Development Scheme
Division, (3) Infrastructure Monitoring Division, (4) Project Monitor-
ing Division, and (5) Administrative Support Division. . .

1. Twwenty-Point Programme Division: The TPP divisnoni mOonitors
the progress of implementation of social sector pro.gr.amr.nes (1) alleviat-
ing poverty by increasing emp]oyment oppor.tumtles 1n r}lrlal sector,
(ii) ensuring basic sector needs for human survival by prpvanng essen-
tial food items at an affordable price through the pt}bllc dnstrnb}ltlon
system, safe drinking water and housing; (iii) i.m_provmg the qual.n%y‘ of
life in rural sector through provision of basic minimum health facnl.xtles,
immunisation of children, incredsing family welfare, v1llagt-: electrifica-
tion; (iv) ensuring individual rights and dignity of human beings through
abolition of bonded labour, taking special care for t.hc qe‘ed’s‘ pf t}‘\‘e SC
and ST families; (v) integrating “environmental sustainability” into “rural

development process.”

.\h - . . »
17. India, D epartment of Programme Implementation, Ministry of Planning and Programme

Implementation, Annual Report 199697 (New Delhi: 1997).
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2. Members of Parliament Local Areq Development Scheme n.
The Members of Parliament Local Area Development Scheme"e Wisigy,
Division has been assigned the job of monitoring implemep, L_ADS)
various works and activities under the MPLADS. Nearly gne lﬂi;tlon of
of different nature have come up for the benefit of genery) Public s
These works include construc}ion of village roads, schoo] buziiltdl?rge'
library, small bridges, community centre, etc. ngs,

3. Infrastructure Monitoring Division (IMD): Infrastrycyy,
ing Division monitors the performance of the Infrastructure
the aim of removing bottlenecks standing in the way of accelerg
For this purpose, the Division monitors on monthly basis the Power, Coal
Steel, Railways, Cement, Telecommunication, Ports, Fertilisers, PetroleuH;
and Natural Gas, Roads and Civil Aviation. The focus is Primarily o
the production targets which are included in the MOU of the Yarious
Infrastructure Sectors.

4. Project Monitoring Division (PMD): As the central mOonitoring
agency, the Project Monitoring Division (PMD) monitors all centr]
projects of the Government of India costing Rs. 20 crore and above. This
Division makes appraisal of the projects from the point of view of the
state of preparedness, examining causes of time aiid cost overrun of
the projects and identifies the bottlenecks in the impflementation thereby
playing an important role as coordinator and facilitator. Evaluation of
compilation report and carrying out system study also falls within the
purview. Sometimes this division is called upon to examine the causes of
time and cost overrun in specific projects for fixing the responsibility.
Through its studies and evaluation reports this division has contributed
in identifying strengths and weaknesses in the entire system of projects
formulation, appraisal, implementation, monitoring and evaluation.
Besides the constraints of the resources, the other serious weaknesses
identified by this division are incomplete feasibility study, delays "
land acqui51.tion, de.lays in the tie-up of technology, delays in preparatio?
of engineering Flemgn and drawing, etc. It has been observed that pac¢
of implemex_ltatlon of many Projects could be improved by better ma?
agement as is shown by SOme projects in PSU which have been imPl,e'
mented within the gestation period. In the light of experience gained
different sectors of economy, thjs division hag suggested various remedi2
measures to be adopted by the administrative ministries and project
authorities. The 1mp0rtan.ce of project Management has been analys®
by this department from time t(_) time. One of the important Comribulion
of this division has been to bring aboy; improvement in the system?
project management.

€ Monitg,.
€Ctors With
ted g]'owﬂ,l-
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Ilﬂdequacies in Implementation of Public Projects

J

" several cases, imglmwntation of public projects i .

sithout full and.detallcd planning, covering the pt“y*;ii; llakcn in hand
qutching of the input and equipment requirements with :1 Work eliars,
COnstraints, linkages with other projects and activitics, ctc lf;'av""“b"“)’
obeafew projects which have clear resource-base f;f;I{'l(: ' h,cfc appear
- jpdicating different areas of activitics and monitoring ‘;;qtcor %I M Cha -
" jime is often provided for preliminary activities like ‘;";;inr:' _nsufhc'ncnt
~ technology collaboration, invitation and evaluation of tcndf:rrlgngBdc?'gn’
' there is an unrealistic assumption as to the time required for ;:iea e
. placement of orders, deliveries by suppliers, transportation, ercctir:: Z?;]
'~ festing.

Time and Cost Overrun

~ Alarge propostion of public sector investment in projects suffers from
problems of time and cost overruns. The Planning Commission reports
that “about two-thirds of the major projects under implementation” are
facing such problems. It has been found that the costs of the four hundred
ten projects under monitoring have escalated from that the latest approved
costs of Rs. 1,22,225 crore to Rs. 1,49,996 crore, that is by twenty-three
per cent. Of the total cost overrun of Rs. 27,771 crore, Rs. 24,918 crore,
ie., forty-eight per cent, is accounted for by two hundred seven delayed
projects. An analysis of the time and cost overrun of projects on the
monitoring system sector-wise is given in Table 11.2.

The factors responsible for time and cost overruns have been stated by
the Planning Commission as: |

lation; frequent changes

(8) Inadequate investigations and project formu !
adequate project prepa-

in scope and revision of drawings due to in
ration;

Delay in clearances from various regul
Delay in land acquisition; .
Delay in activities such as supply of €quip

Inadequate release of funds; .
Management problems such as personnel, la

disputes, mismatch of equipmcnt, etc.; and -
(8) Unforeseeable reaspns such as adverse geo-mining

ural calamities, etc.'®

atory agencies;

—_
o o
— —r

ment by suppliers;

—
o Q&
S

our and contractor

=

conditions, nat-

' : ning Com-
3. Indig, Planning Commission, Eigth Five Year Plan 1992-97 (New Delh: Planning

mission, 1992), p. 470.
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s in project implementati
lays in ProJ piementation are common feature in e |
veloping

es. They have ‘
Juntries They have not only affected thejr contributiong t
§ 10 cconomie

owih but also resulted in wastage of searee resources, besid
50 3¢ esldes causing

reduction m employment generation, It is found that several proi

jelayed imtmllyj at government level on nccount of rﬂ(}t,ovcr.‘ll projects get
in tying up foreign Cl'Cdl(: finalisation of technology lmn:‘; such as delays
contracts. ¢te. An .analysns of factors of delay as OlDQc}V;(f : ?g' cements,
Ministry Of Plann.mg. and Programme Implcmcnmtikon in th)j' o
tion of projects I fourteen scctors is shown in Table 1] 30 implemen-

gemedial Measures for Expeditious Implementation of

Projects
“The possible remedial measures which can go a long way in resolving
the major problems are as follows:!?

(v) There is a need for the re-prioritisation so that the projects nearing
completion or those strategically important from inter-sectoral or
other linkages point of view are adequately funded.

(ii) There is a need for adoption of some kind of moratorium to restrict
approval of new projects. This will help in clearing the backlog
of projects. Projects which are not able to take off due to resource
constraints may be deferred or alternative way may be found for
funding. The thin dispersal of limited resources over a large number
of projects leads to time overrun and consequently cost overrun.

(iii) No project should be sanctioned without due regard to the quality
of studies and investigations, state of preparedness, assurec! {Wﬂll-
ability of funds and managerial and organisational capability t0

implement MOEF clearance. These factors should be consxdf:rcd
as important as the need and viability. In fact, these coqsiderﬂllons
are more important than the refinements in the calculations of IRR

(internal rate of return). ion b
ary cooperation y

(iV) The state governments should extend necess o
making land available on time for project work and compens

afforestation. They should make adequate investment In ;Cr:ltfms-
tructure (power, roads, bridges, etc.) necessary for the proJect

\
1 H .« 1 i " 8-39'
> India, Ministry of Planning and Programmeé Implementation, op- ¢it 3
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(v) The contractors and suppliers must be taken to task f, oy

(vi)

(vii)

(viii)

(ix)

(x)

ing the commitment. Constant review and follow up is e

arrest unavoidable delays. It may be necessary tq b]aclfs. lial

contractors who have not fulfilled their obl; gatio . 0sp
ment supply and poor quality of work. “Quip.

There is also need to take action against the defaulters j, -

those responsible for implementation, if held responsible f;u lng

and cost overrun. The investment decision rules Prescribe iy
action. However, no action has been initiated so far.

If there should be provision for punishment, there should be

vision for rewards as well. If the contractors and suppliers arif;»

be punished for violating the terms of contract there shoy] be SU;:
able reward for timely or completion before time. Similarly, the.,:

should be a system of reward to the project team for timely o

completion before time.

The system of reward and punishment can be more effective only

after certain other measures are taken:

(a) The contract management should be streamlined. The present
system has several shortcomings.

(b) The DPT has suggested that the tenure of the core project man-
agement team should be coterminus with the gestation period
of the project.

(c) The dispute resolution mechanism must be strengthened by
delegating adequate powers to the implementing agencies. Apart
from delegation of powers, a change in attitude is also required
to e;;.)editc implementation. Very often those authorised to take
decision or action prefer to play safe by referring the matter 0
other authorities/agencies.

(d) The field executives actually involved in implementation should
be (.ielegated adequate financial and administrative powers and

o t:fi::nbezgafde decisions should be honoured.

S_ed computer packages would help 1n bning

N regargy,

be checked.” ent of the cost overrun could 2
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5 project Evaluation

All the deVBlOPmem. projects undertaken need to be evaluated for the
csults they have achieved. In a W&y evaluation reveals the gap between
what it was e§umated and what it has achieved. The evaluation of a
completed project seeks to determine whether the objectives have been
xchieved and to c!raw les.sons from experi

be applied to similar projects in the f
«ch as the IDBL, ICICI, IFCI, etc., 1
;)fall projects that they finance, few d
have established a comprehensive system for evaluating the results of
their project investment portfolios.

Programmes of national importance, such as poverty alleviation, health
and family welfare, rural drinking water supply, elementary and aduylt
education, public distribution system, and elimination of scavenging are
now evaluated by the Programme Evaluation Organisation (PEO) of the
Planning Commission. The PEQ may also associate the State Evaluation
Organisations and other research and academic institutions for taking up
studies of regional and local importance.

iture. Although financing agencies
outinely require €X-post evaluation
eveloping countries, including India,

In the case of central sector projects in India, a larger proportion of
money is spent on them. These are projects with the greatest expected
returns, chosen to accelerate socio-economic development: to alleviate
poverty, generate employment, raise productivity, increase export earn-
ings and import substitutes, expand industries, establish infrastructure and
soon. They have a high profile. Over-optimistic claims are made about
its likely effects. On the other hand the constraints which present project
delivery, may be neglected or even ignored. Evaluation can provide a
realistic assessment of development projects leading to future project
formulation ang implementation. _

Further, part of the development programmes including projects are
funded by international financial institutions. They require a reassurance
Concerning the way in which the money they grant is utilised. Be_sxdes
questions of regularity concerning whether the money is appropriately
4Ccounted for in accordance with financial parameters and spent on t.he
PUrposes for which it was provided. They are equally concerned w1t.h
'S5ues of valye for money, including whether projects are completed in

'Me, operate efficiently and provide the benefits which were m}en§ed
:hen they were financed. Evaluation of projects can help in this fx?,ld
Y the direct reporting of findings and indirectly when implementing
Agencieg adopt management systems in response to evaluation.
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Thus evaluation studies help to assess the performance. Proces
implementation, effectiveness (?f the Flehvc_ery. systems and impact » ~rm
grammes. These studies also aim at ldentlfymg the factorg Contribyy; 0.
to success and failure of various programmes, and derivin g
improving the performance of existing programmes and bet
future projects and programmes.



