MINISTRY OF STATISTICS & PROGRAMME IMPLEMENTATION

PROJECT MONITORING DIVISION

Subject: 
Implementation of Central Sector Projects and how monitoring of projects can be made more useful to the Cabinet Secretariat and the PMO.

Introduction


The Ministry of Statistics and Programme Implementation (initially known as Ministry of Programme Implementation and later as Department of Programme Implementation) has been monitoring the implementation of the Central Sector projects, each costing Rs.20 crores and above, since its inception in 1985. While the Ministry has been discharging this responsibility with collection, compilation and release of reports, namely, Flash Reports, Exception Reports and Quarterly Status Reports regularly and following up with the Project authorities and the administrative Ministries/Departments matters deserving their attention so as to remedy the deficiencies in the implementation of specific projects, the time and cost overruns in a considerable number of projects have been a major cause of concern. This has been commented upon adversely, from time to time, by the Members of Parliament,  the Standing Committee on Finance, the Minister in charge of the Ministry and the professionals/others. While the Ministry and the Cabinet Secretariat have taken appropriate steps from time to time, the problem of time and cost overrun persists. 

Work of the Project Monitoring Division

5. At the time of formation of the Ministry of Programme Implementation in 1985, there were only about 170 Central Sector projects costing Rs.20 crores and above on its monitor.  The number of Central sector projects has kept increasing during the 7th, 8th and 9th Plan periods and it has generally been always been in the range of 460 plus. At present 461 projects are on the monitor of the MOSPI. 

New Items of Work

6.0
Over a period of time, the PMD of the Programme Implementation Wing of the MOSPI has been allocated additional important areas of work. These are summarised in the following paragraphs:

6.1 To Assist the Public Investment Board (PIB)/Expenditure Finance Committee (EFC) in the appraisal of new Public Sector projects fom their preparedness angle before the investment decision is taken and analyses time and cost overruns in case of revised cost estimates of ongoing or completed projects.
6.2 To Assist the Expanded Board for Railway Projects (EBR) for projects costing Rs.50 crores and above in examining the proposals for EBR, and participates in its meetings before the projects are placed before the Cabinet Committee on Economic Affairs for approval.
6.3 To assist in preparation of draft Memoranda of Understanding (MOU)


The PMD analyses the MOU and assists the Adhoc Task Force (ATF) of the Department of Public Enterprises in the preparation of draft MOU which are later signed by the PSUs and the concerned Government agencies. It also assists the High Powered Committee headed by the Cabinet Secretary with its observations and recommendations to make the MOU system, particularly with respect to implementation of projects, more effective.

6.4 To assist the Standing Committees  of the Ministries in fixation of responsibility for Time  and Cost Overruns.  The PMD of the MOSPI is a permanent member of the Standing Committee constituted by each Ministry having projects costing Rs.50 crores and above and assits the Committee in analysing the factors of time and cost overruns in projects, and also fixing responsibilities of the concerned agencies/individual functionaries for time and cost overruns.

6.5 To assist the Central Empowered Committee in shelving/dropping or transferring of projects to private/joint sector or reprioritizing of projects which are unable to make progress due to funds and other constraints. The Central Empowered Committee (CEC) is headed by Secretary, Planning Commission, with Secretary (Expenditure), Secretary (SPI) and Secretary of the concerned administrative Ministry as members.  The Project Monitoring Division (PMD) of the Ministry of Statistics & Programme Implementation (MOSPI) acts as the Secretariat for the Committee.  It prepares agenda on the basis of proposals received from the project authorities/Ministries concerned for consideration of the CEC.  It also prepares Notes for consideration of the CCEA on the basis of the recommendations of the CEC.

6.6     To assist the Committee headed by Secretary, Finance, to examine reasons for cost and time overruns and fixes responsibility in projects costing Rs.200 crores, which are not covered by the PIB system. The Committee is headed by Secretary (Finance) with Secretary (Expenditure), Secretary (MOSPI) and Secretary of the concerned administrative Ministry as members.  The PMD of the MOSPI examines all the proposals received and prepares agenda for the Committee. It records the minutes which form part of the Note on revised cost estimates (RCE) of the project submitted by the concerned administrative Ministry for consideration of the CCEA.

6.7 To assist the Planning Commission in formulation of Annual Plans, Five-Year Plans and Policies relating to implementation of projects/ programmes. The PMD participates in the in-depth discussions on the proposals of Central Ministries and recommends outlays on the basis of their performance and actual requirements linked to PERT Charts of projects.  The MOSPI also participates in consultation meetings of the Commission on various policy and development issues taken by the Members of the Planning Commission.  The PMD also helps in the preparation of FiveYear Plan Chapter on the 'Effective Implementation of Plan Projects and Delivery of Programmes' at site and Plan Strategies to improve the quality of implementation of projects and programmes.

6.8   To assist the Empowered Committees of the respective Ministries/Departments in reviewing the implementation of the Central Sector Projects. The EC is chaired by the concerned Secretary and includes high level representatives from Ministry of Finance, Planning Commission, Ministry of Statistics and Programme Implementation, Ministry of Environment and Forests and other concerned Ministries. This mechanism covers government owned projects implemented by Ministry of Surface Transport, Railways, Deptt. of Telecommunications, etc. The PMD, through its participation in the meetings of the Empowered Committees constituted by different administrative Ministries, helps the concerned Ministries/ Departments in the review of the progress of ongoing projects, identifies delays in award of contracts, revision of rates, resolution of disputes, etc.
6.9 To monitor Irrigation Projects covered under the Accelerated Irrigation Benefit Programme (AIBP). The PMD of the Ministry of Statistics and Programme Implementation is responsible for conventional monitoring of AIBP. There are about 116 projects presently on the Monitor.

6.10 To Monitor Private/Joint Sector Projects Costing Rs.100 crores and above. The PMD monitors private/Joint Sector projects in civil aviation, petroleum & natural gas, roads, ports, power, mining  (ferrous & non-ferrous products) and telecommunications.   The advantage of centralised monitoring is that it presents to the Government a complete and objective picture in both public as well as private sectors, of the status and constraints of the projects, and facilitates review of projects at higher levels for remedial action. The monitoring of private and joint sector projects is expected to expand in future to cover other key sectors. At present 120 projects are on the system.

7. The other important activities performed by the PMD as an apex body in the field of project management are as follows:

· To assist the Cabinet Committee on infrastructure (CCI), set up under the chairmanship of Dy Chairman, Planning Commission. Finance Minister.  The Minister of State (Independent Charge), Ministry of Planning & Programme Implementation, is a member of this Committee;

· To assist the Ministries/Departments/Public Sector Undertakings (PSUs) in evolving suitable monitoring system for keeping a close watch on the projects under their control and timely flow of information;

· To organise training programmes in the areas of Project Management, Computerised MIS, etc. for managers of the PSUs and the officers  in Central and Governments engaged in the implementation of the Public Sector projects;

· To conduct seminars/workshops on various topics in the areas of Project Management and related activities and to make use of the feedback from such seminars and workshops for strengthening the art of project management in the country; and

· To continuously review projects formulation, appraisal, monitoring and implementation system and initiate action to bring improvements.

8. Plan Scheme


A Plan Scheme on ‘Institutional Development and Capacity Building in Programme/ Project Planning, Implementation, Monitoring and Performance Management of Infrastructure in Public and Private’ sector is under implementation.  The main objectives of the scheme include: removal of institutional deficiencies in the implementation of plan projects, improvement in monitoring system at various levels in Public sector at the Ministry level and at the MOSPI level through the institution of on line computerised monitoring system, adoption of best project management practices, improvement in various systems and procedures relating to clearances by Government and other agencies, enhancement of project management through training and setting up of a project management centre to carryout development of project management provision in the country.  

Monitoring System

4.
A two-tier system of monitoring has been adopted.  While all projects are monitored on a quarterly basis, the major projects (costing between Rs.100 and Rs.1000 crores) and the mega projects (costing over Rs.1000 crores) are monitored on a continuous basis every month.  The project records are fully computerised.  The NIC (National Informatics Centre)  helps in updating all records and producing the desired outputs. Recently, these records have been transferred on a PC based system which is more reliable and accessible. This system is also managed by the NIC.

Classification of Projects:

5.
For the purpose of close monitoring, the projects have been classified in the following three major categories according to their costs:

Category I:
Mega Projects
Costing Rs.1000 crores and above.

Category II:
Major Projects
Costing Rs.100 crores and less than Rs.1000 crores.

Category III:
Medium Projects
Costing Rs.20 crores but less than Rs.100 crores.

Flash Report 

6.
For  monitoring of  major and mega projects, Monthly Flash Report System is followed.  Under this system, the project authorities furnish, inter-alia, a list of milestones at the beginning of the year which they expect to cross during the year.  All the project authorities are required to send to the MOSPI, by the third of every month, input Flash Reports indicating the achievement of milestones scheduled for the preceding month, including those pending from the earlier months.  In addition, they are required to indicate in the input Flash Reports the details of any input/equipment supply problems faced by them, anticipated problem areas requiring attention beyond 3 months at the project level, the headquarters level and the inter-ministry level, as well as action being taken/proposed to be taken by them to overcome the same.  In the event of any slippage, the project authorities are required to indicate the reasons for non-achievement of the scheduled milestones in the month and their impact on the likely date of commissioning and the estimated cost of the project.  The Reports received from the project authorities are processed with the help of computer and  support of the NIC.  A Summary Flash Report, together with an analysis of the Report, is sent by the 10th of the month to the Prime Minister’s Office/Cabinet Secretariat/Planning Commission and to the concerned Ministries/Departments (in respect of their projects) for their information and requisite action.  In addition, the Division sends one page summary on each project to the concerned administrative Ministry/Department.  It contains requisite information about the progress made or slippages noticed in the achievement of milestones as well as critical milestones falling due in the next three months.

Exception Report

7.
 A Monthly Exception Report is prepared on the basis of feedback on the action taken by the concerned agencies to retrieve delays in achievement of milestones and resolving immediate problems coming in the way of implementation of projects.  The Exception Report contains, in one page, the background data, physical and financial progress, and action taken report.

Quarterly Report

 8.
All projects costing Rs.20 crores and above including mega and major projects are monitored on quarterly basis and a Quarterly Project Implementation Status Report is prepared each quarter.  At present, the report for the quarter ending March, 2000 is under preparation.

Special Report

9.         A special monitoring report on certain selected sectors/sub-sectors is prepared each quarter (on  projects costing Rs. 500 crores and above for the PMO) in addition to Monthly Flash Report and Exception Report.

Present project implementation scenario

10. As on 1.7.2001, out of 470 projects, 10 projects are running ahead of schedule; 127 projects are on schedule, 170 projects have time overrun with respect to the latest schedule; 88 projects do not have any date of commissioning.   88 projects include; 62 Railways, 12 Atomic Energy, 15 Petroleum, 4 Surface Transport, 1 each in Civil Aviation, Coal, Steel, Power and Health and Family Welfare.

11. The latest anticipated  cost of these 470 projects is Rs. 1,70,070  crores. The original cost of these projects, which was Rs.1,25,057 crores, has increased by about 36%.  The latest cost overrun of 470 projects is Rs. 1,45,597 crores which shows a cost overrun of 16.8% with respect to the originally approved cost. 198 projects have reported cost overrun to the extent of 41% and 170 projects have reported time overrun ranging from 1 to 132 months with respect to their latest approved cost and  schedule.  The difference in the number of projects having cost overrun and those delayed is due to the fact that some projects have not reported ‘delayed’ but their costs have gone up, particularly in the case of those projects which could not take off in time.

A summary of the trend of time and cost overrun w.r.t original cost is given in Annexure I and those w.r.t. revised schedule is given in Annexure II.

The state-wise number of projects and respective investments are given in Annexure III.

Characteristics of delays

15.
It may be observed that maximum delays have occurred only in a few projects.  The analysis of projects with delays show that 8 projects have delay of more than 10 years; 32 projects have delay of more than 5 years but less that 10 years; and 32 projects have delay of more than 3 years but less than 5 years.  A complete break-up of the range of delays in delayed projects, sectors wise, may be seen in Annexure IV.  A statement of top 20 projects, which have maximum delays as percentage of the gestation period, is given in Annexure V.A.  The details of projects with maximum delays in absolute months is given in Annexure V.B. 

Characteristics of cost overrun

16.
The analysis of cost overrun in projects shows that a single project, namely, Nathpa Zhakri Hydro Electric Project contributes nearly 24.5% of the total cost overrun in all projects; taking the other 2 projects together, namely, Dulhasti and TEHRI HEP, the total cost overrun contributed by these three  projects would come to 49.4%. On the overall, cumulative figures show that 28 projects contribute over 89% of the total cost overrun in all projects.  A statement of projects with cost overrun and cumulative cost overrun, as percentage of the total cost overrun, may be seen in Annexure VI.

Reasons  for Time and Cost Overruns

18.
According to the analysis carried out by the Ministry of Statistics and Programme Implementation in respect of the projects on its monitor, a number of factors of delays have been observed. Details of these factors and the number of projects affected by them are as follows:

	1.
	Fund Constraints:
	47 projects (41 Railways, 3 Coal, 2 Surface Transport, 1  in  Power sectors)

	2.
	Land Acquisition: **
	5 Forest  (3 Railways and 2 Coal) 

36 Non-Forests projects (29 Railways, 4 Coal and  3 Power)

	3.
	Delay in Civil Works by contractors  *
	40 projects (29 Railways, 4 I&B, 2 in Urban Development and 1 each in Finance, Power,  Surface Transport, Telecom & Atomic Energy)

	4.
	Delay in award of contract:
	36 projects (16 Railways, 9 Surface Transport, 4 of I&B and 1 each in Civil Aviation & Petroleum, Finance and Urban Development Sectors)

	5.
	Slow progress in areas other than civil works: *
	28 projects (12 Railways, 8 Surface Transport,  3  Power and 1 each in Finance, Atomic Energy, Civil Aviation, Petroleum and Urban Development )

	6.
	Delay in supply of Equipment
	15 projects (7 Railways, 3 Coal, 2 in I&B and  1 each in Surface Transport and Atomic Energy &Petroleum  sectors)


Some of these problems cut across the same projects

In addition, other  reasons for  time and cost overruns in projects observed over a long period of time are as follows:

Reasons for Time Overrun

i) Lack of supporting infrastructure facilities,

ii) Delay in finalisation of detailed engineering, release of drawings and delay in availability of fronts,

iii) Changes in scope,

iv) Industrial relations and law & order problems ,

v) Delay and uncertainty in feedstock supply,

vi) Pre-commissioning teething troubles,

vii) Technology problems, and

viii) Geological surprises.

 The detailed Table in Annexure VIII-A gives break-up of all factors of delay presently experienced by the various projects.  The break-up of factors causing delays in 40 top high cost overrun projects is given in Annexure VIII-B.

Causes of cost escalation:

i) Changes in rates of  foreign exchange and statutory duties,

ii) High cost of environmental safeguards and rehabilitation measures,

iii) Higher cost of land acquisition,

iv) Change in the scope of project,

v) Higher prices being quoted by the bidders in certain areas,

vi) Under -estimation of original cost, and

vii) General price rise.

Present observations on the effectiveness of the monitoring system:

19.
The Flash Report System is in vogue for about 15 years and it has served to draw focussed attention of the project authorities and concerned Ministries, Cabinet Secretariat, Prime Minister's Office, Planning Commission, Ministry of Finance etc. on the continuing problems of time and cost overrun in projects.  As a result, various types of problems encountered during the course of project formulation as well as during the course of implementation have received attention of the Government at various levels. Several control and improvement measures have been initiated by the Government (MOSPI, Planning Commission, Finance etc).   These measures are given in the latter part of the note.

20.
It has also served to facilitate resolution of problems coming in the way of implementation of projects.  Ministry of Statistics and Programme Implementation with its limited capacity has also been able to resolve some of the critical problems experienced by the project enterprises during the course of implementation.  A sample list of such achievements has been given in the enclosed Annexure IX.

21.
The system, however, has not been able to forecast delays and expected completion costs and provide advance warning signals in case of projects which are likely to be delayed on account of slow progress and problems experienced by the project enterprises during implementation. There are certain weaknesses which are normally not recorded.   These include:

I. The monitoring organisations at the project enterprises are really weak in assimilating the real problems and informing us through the system.  The report to the MOSPI for some organisations is just a ritual.

II. Some project enterprises think that by giving information of all facts and problems, they would be exposed of their weaknesses.  In reality, the MOSPI holds a positive view in tackling these issues through co-ordination meetings etc. and makes efforts within its limited capacity to resolve them.

III. The PMD of the MOSPI is a very small organisation, and is not fully equipped with adequate and appropriate manpower.  The organisation is smaller even than a monitoring unit of a single large project.  The manpower resources and other facilities (office space, communications, transport etc.) do not match with assigned duties.  There is no motivation among the officers as they have no scope for their personal growth.  Some of the posts of the division are being used for providing administrative support.  The division should be headed by a person with technical background and also can provide proper guidance and continuity.  The proposals to strengthen the PMD in the past remained only on pages.  A new proposal to strengthen PMD is being prepared for consideration.

IV. The flow of information and the computerised system are totally man-dependent.  Defaults in timely submission of reports is generally very high.  The officers try all means available to chase the concerned agencies to collect information.  The information is received either by e-mail, fax or by post or on floppies and is first compiled processed in the required format before it could be processed by a computer. With limited manpower and continuous constraints in flow of information, the PMD has not been able to generate reports as per schedule.  The logistical arrangements for compilation and making copies are absolutely inadequate.  Making of copies/binding is out sourced.  Due to these problems there is time lag between approval and issue of reports.

V. The assessment of progress based on milestones achieved against due each month alone does not give an idea of the real status of a project.  In some sectors, milestones drawn show achievements only at the end of the year without even giving any landmarks for judging the progress during the course of implementation in a particular year.  Projects in Railways sector do not provide any list of milestones. The implementation of railway projects is completely adhoc and is based on yearly plans.

VI. The participating organisations are not paying adequate attention due to continuous uncertainty about the continuance of this Department/Ministry ever since it has been created.  The shape and structure of the Department/Ministry has been changing quite often and also the Monitoring Head of the Department of the Ministry.  This definitely shows lack of support of the highest level for this important work.

22. Measures taken or being taken to cut time and cost overruns in projects

(i) 13 Specific Measures –

A large number of remedial measures have already been taken to cut down delays in implementation.  In 1994, a G.O.M. appointed under the chairmanship of the Deputy Chairman of the Planning Commission considered the paper prepared by the Department of Programme Implementation and suggested 13 specific measures to reduce time and cost overruns, which were approved by the Cabinet for implementation.   A list of  these measures is given in Annexure IX A.  The present status of these measure has been analysed on the basis of the feedback from the concened Ministries and the same summarised in Annexure IX B.

(ii) 
Two stage clearance system for projects in Power, Coal and other infrastructure sectors to attend to Pre- project activities relating to land acquisition, environment clearance, pre engineering, detailed survey, etc.

(iii) A time frame has been fixed for appraisal and approval.

(iv) Yearly updating of costs to project fund requirements.

(v) Enhanced powers have been given to some better managed PSUs (Navratnas/ Mini-Navratnas).  The approval limits have also been increased for SFC, EFC and PIB etc.

(vi) Appointment of Nodal Officers in all projects costing Rs.50 crores and above with clear responsibility and authority would, as far as possible, be co-terminus with the gestation periods of  the projects.

(vii) Mechanism of Standing Committees 

A Standing Committee has been set up in each Ministry for projects costing Rs.50 crores and above which have reported time and cost overruns headed by Additional Secretary or Joint Secretary of the concerned Ministry with representatives  from Planning Commission, Department of Expenditure and  Ministry of Statistics & Programme Implementation.  The Standing Committees, set up as per the guidelines of the Planning Commission issued in August, 1998, have the mandate to go into the details of time and cost overrun and to identify the respective responsibility areas and to suggest remedial action.  The reports of the Standing Committees form part of the revised cost estimates of projects which have time and cost overruns and the same are submitted along with the CCEA note, for consideration of the CCEA. So far 25 Ministries have set up such Committees and about 52 cases have been referred to these Committees.  Since these Committees have just started functioning, the impact of these Committees would be known after some time.  These Committees, besides identifying the responsibility areas at the project management level, also indicate the deficiencies in the system of project preparation, approval and implementation.  The details of the Committees which are functioning in various Ministries and the projects which have been referred to these Committees are given in Annexure   VI.

Impact of the Standing Committee

23.
The work of the Standing Committee has just started.  The impact of these Committees will be appreciable in case where the projects have been delayed and they are still under implementation.  However, in the long run it will bring greater awareness among the project authorities. They will follow a definite system which has been laid down for formulation of projects, approval of the revised costs estimates, mid-term review of projects and regular quarterly review at Secretary’s level.  This awareness will improve the quality of project implementation and reduce the time and cost overrun in projects.

Recent initiative taken by the MOSPI to streamline the implementation and monitoring of projects

24.
The MOSPI has recently prepared a Plan Scheme which, inter-alia, covers:

I. Implementation of an On-line Computerised Monitoring System (OCMS) which will have a web-enabled system based on internet technology.  The OCMS will improve the flow of information and at the same time help the MOSPI in tracking  the problems without delay and informing the project authorities for immediate action.  The MOSPI can also initiate action in time in areas where inter-ministerial co-ordination is required.  The system would be able to generate advance warning signals well in time and help in cutting down the avoidable delays.

II. It will go into the details of project formulation, appraisal, implementation and monitoring system to make necessary improvements in the areas causing delays.

III. It will also look into the various types of clearances that are required for a project enterprise to obtain from the concerned authorities from the Centre as well as the States and suggest remedial action to cut down delays in obtaining approvals.

IV. To standardise contract management system and bring transparency in preparation of contract bidding documents for works implemented through the local contractors.

V. To strengthen the project management practices by training, application of latest tools and techniques and also by giving a boost to the project management profession in the country.

Higher Weightage to Project Implementation in the MOU System

25.
The MOSPI has stressed the need to give high weightage to project implementation in the system of Memorandum of Understanding (MOU) signed each year between the public enterprises and the concerned administrative Ministries/Departments. The High Powered Committee under the chairmanship of Cabinet Secretary has since approved that this weightage could also be more  than 20%.  This would have far reaching effect on project management in the PSUs and invite their adequate attention to planning and implementation of projects.

 Visit to Project Sites

26.
The MOSPI proposes to increase the frequency of their officers’ visits to the sites  to keep track of the ground realities and have a  focussed review of the problems with the concerned agencies particularly in projects with high cost and time overrun.  It will conduct more sectoral reviews and bring forward the critical  problems for resolution through   inter-ministerial coordination.

Standardisation of Contract Clauses 

27.       The Ministry is already in the process of streamlining  'Standard Contract Clauses' 

for domestic contracts to have a transparent contract management system in the country.

Amendment of Land Acquisition Act 1889

28.
A Revised Cabinet Note is being prepared by Ministry of Rural Development under the direction of the GOM appointed specially to look into the representations made by the Members of Parliament and the Non- Government Organisations (NGOs) on the original proposals to amend the Land Acquisition Act, 1889 and  the proposed National Rehabilitation Policy.  The MOSPI is a Member of the CORE GROUP on these subjects. 

29.
IMPACT OF PROJECT MONITORING:

· Ministry’s analysis shows that the cost overruns in projects even with respect to original costs have come down from 62 % in March, 1988 to 32% in September, 2001. On an average, 460 projects costing Rs.1,60,000 crores have been on the monitor of the Ministry. Assuming 6 to 7 years as average period of completion of a project, the direct saving as a result of decrease in cost overruns should be more than Rs.48,000 crores (average estimated cost of 460 projects, i.e., Rs1,60,000 crores X 0.30 i.e. 30 % savings in the cost overruns). This is a commendable achievement.

· The PMD has been able to put in place a Computerised  Project Monitoring System which provides data on all projects costing Rs.20 crores and above at one place and has been able to project an objective picture before the Government at various levels.

· It has been able to disseminate the nature of problems experienced during the course of implementation of projects by various project authorities with possible solutions.  It has taken steps to mobilise various project authorities to resolve the problems of ongoing projects. A sample list of such achievements is given in Annexure X.  The PMD has also used the offices of Cabinet Secretariat/PMO to address these problems at higher levels for resolution.  It has been able to do this work through special notes for consideration of the Committee of Secretaries (COS), Cabinet Committees and Minister in-charge of the Ministry.  

· The initiatives taken by the PMD has given birth to various institutional arrangements for tackling various types of issues and problems. These institutional arrangements include the institution of Standing Committees in the Ministries to look into the aspects of cost and time overruns and fix responsibilities for the same, introduction of MOU system between the PSUs and the Ministries as a performance assessing instrument, setting up of the Empowered Committees in the Ministries, and the Central Empowered Committee under the Chairmanship of Secretary, Planning Commission for re-prioritisation of slow moving projects and dropping/freezing of such projects or transferring them to private/joint sector.

· On our insistence that definite and considerable weightage should be given to project implementation in the MOU signed between the PSUs and the administrative Ministries, a higher weightage of more than 20% has been approved by the High Powered Committee under the chairmanship of Cabinet Secretary.

· The reports/notes prepared by the PMD constitute basic documents in all reviews taken by the individual Ministries and the Cabinet Secretariat  

· The last but not the least, the Ministry has been able to generate considerable awareness among the project managers, project enterprises and the implementing ministries about the importance of adopting latest management practices in project planning and implementation.  The quality of project management has improved over the years.  It has been able to generate awareness both amongst the Central Sector Project authorities as well as the private and joint sector project authorities through a large number of training programmes /workshops /seminars.

Strengthening of Project Monitoring Division (PMD)

30.
The PMD was established in the then Ministry of Programme Implementation with transfer of officers and staff from the Monitoring Division of the Planning Commission and the Project Cell of the Cabinet Secretariat.  At the time of transfer, the PMD had a full complement of officers and staff at various levels including a Section Officer to look after the office of the PMD.  (Originally, the Division was headed by Joint Adviser with four Deputy Advisers, three Management Analysts, two Senior Investigators, one Section Officer, five secretariat staff including two Assistants, one UDC, one LDC, two Senior Artists/Draftsman, five Stenographers, and six peons).  While some of the posts were, withdrawn from the PMD for the formation of the Administration Division of the Ministry, a few were diverted to strengthen the MPLADS Division.


At present, against the sanctioned posts, the following posts are either used by other Divisions or are vacant/abolished:

I. One post of Joint Adviser/Director is being used under the MPLADS.

II. One post of Management Analyst has been used by the Administration as Under Secretary (Administration).

III. One post of Section Officer is being used by the Administration Division for General Administration.

IV. One post of Investigator until recently was used under MPLADS and the same is vacant at present (vice Shri R. Nihal Patrick, on deputation to Planning Commission).

V. Both the posts of Senior Artist and Draftsman are vacant (one post has been converted as Housekeeper)

VI. One post of Management Analyst stands abolished.

VII. The PMD does not have full complement of Stenographers and Group ‘D’ staff as per its requirement.

Additional Areas of Work

31.
Over the years, the responsibility of the PMD has increased manifold.  Besides the increase in the number of projects on the monitor, it has been charged with the responsibility of appraisal of project proposals and, for this purpose, it is represented in the PIB as well as the Expanded Board for Railways.  At present, it has 472 projects on the monitor as against 183 projects in 1986.  The PMD has also been charged with the monitoring of Accelerated Irrigation Benefit Programme (AIBP) with more than 116 projects presently on the monitor, and with monitoring of private and joint sector projects in the infrastructure sectors, namely, Power, Petroleum, Surface Transport, Civil Aviation, Telecommunications and Mines which also account for nearly more than 100 projects.  The PMD has also been charged with the scrutiny of MOUs between the public sector enterprises and the concerned administrative Ministries.  The PMD has also been asked to carry out systemic improvements in the areas of project formulation, appraisal, monitoring, standardisation of contract management system, land acquisition and rehabilitation, system of monitoring, various types of clearances and also improving the skill of project managers by providing training, and introduction of latest project management practices.

32.
Action Areas for strengthening of PMD

(i) All vacant posts to be filled on priority.

(ii) All abolished posts to be restored.

(iii) The posts used by other Divisions may be given back to PMD. The administration may be asked to create their own posts and provide more space.

(iv) Improve communication and other logistical arrangements for flow of information and preparation of report.

(v) On an average, the PMD officers have to attend 3-4 meetings per day.  Most of the time the officers use their personal transport.  PMD need be provided a separate Staff Car to meet heavy load of meetings (Standing Committees, Quarterly Reviews, MOU, EBR, Empowered Committees, Annual Plans, PIB, EFCs, COS Review of projects by  Secy. (Cord) and several other meetings.

(vi) After the transfer of ex-cadre officers from the Planning Commission to the Ministry of Statistics and Programme Implementation, there is absolutely no scope for promotion. There is no post of Adviser (in SAG) which can provide feeder channel for Joint Adviser and down the line to Deputy Adviser and the Management Analyst. At present, there are two posts of Joint Adviser/Director in the PMD. One post is being used by MPLADS. The post of joint Adviser in the PMD needs to be upgraded to Adviser level in SAG scale. This requires urgent attention to keep the officers in PMD motivated and take the best out of them.

SOME SUGGESTIONS FOR IMMEDIATE CORRECTIVE MEASURES

33.
In order to contain the delays, it would be necessary to address, with a special focus, the main factors causing delays in implementation of projects, such as, land acquisition (both forest and non-forest land), fund constraints, delay in tendering and award of contracts, delay in equipment supplies by the indigenous as well as foreign vendors, slow progress by the contractors during the course of implementation, geological surprises particularly in hydro and coal projects and delay in civil works due to change of scope etc.  

TASK FORCE APPROACH


34.
The projects, which have very high time and cost overrun, need to be addressed immediately by looking into them in more detail.  A Task Force in each Ministry may be set up under the chairmanship of Secretary of the concerned Ministry/Department with representatives from Prime Minister's Office, Cabinet Secretariat, Programme Implementation and Planning Commission.  It would be desirable to have the Task Forces chaired by Secretaries of the concerned Ministries/Departments so that implementation of suggestions made by the Task Forces are carried out effectively by the PSUs under their control.  The strategy should be to identify all the critical areas of work and prepare a time bound programme for their implementation so that the projects are completed without any further delay.  The Cabinet Secretary may also review these projects at least once in two months.   

FUND CONSTRAINTS

35. Fund constraint is a very serious problem in case of Railways projects.  The Plan provisions are made particularly for projects in the categories of new lines, gauge conversion, line doubling, Railway electrification and metro-politan transport.  To ensure viability of the Railway system, these projects have to be carefully appraised on the basis of their viability and remunerativeness.  The projects costing Rs.50 crores and above in the Railways are now being appraised by the Expanded Board for Railways (EBR).  The projects are being appraised by the Planning Commission based on the yardstick of 14% internal rate of return (IRR) and social cost benefit analysis (SBA) is not taken into account by them.  The railway projects are approved by the CCEA even if they are not recommended for implementation by the EBR.  As a result of sanctioning of a large number of projects based on social and political considerations rather than on techno-economic viability or SBA is causing serious constraints in the availability of funds in the Railways Sector.  Thin flow of resources to a large number of projects would not lead to completion of projects in the near future and would thus have serious implications on the economy due to resources locked up in a large number of projects.  This problem needs to be attended to at political level.  There is a need to take a view on sanctioning only a few projects based on the availability of resources. The projects, which are in advanced stage and those which are strategically important and viable should be given high priority and the other projects should be reprioritized.

36.
 For projects in the coal sector, the Coal India Limited as a holding company should organize transfer of internal resources among the subsidiaries, failing which some budgetary support may be given to finance projects facing fund constraints. The subsidiary like Eastern Coalfields Ltd. (ECL) is unable to generate adequate resources.

LAND ACQUISITION

37.
In order to resolve the land acquisition problems faced by the project authorities, it would be desirable to have review meetings with the Chief Secretaries of the concerned states under the chairmanship of Cabinet Secretary.  In the past, the MOSPI had submitted detailed note on the land acquisition problems for discussion with the Chief Secretaries of the concerned states.  

38.
In case of forest land acquisition problems, we may take up the matter with the Ministry of Environment and Forests and also with the concerned authorities in the State Government.  However, it would be proper to have a Task Force chaired by Secretary of the Ministry of Environment and Forests to look into the causes of delay in forest clearance/land acquisition/compensatory afforestation, etc.

EQUIPMENT SUPPLIES

39.
For delay in equipment supplies, a Task Force may be set up under the chairmanship of Secretary (Heavy Industry), which could deal with the cases of equipment supplies by public sector enterprises.  The delay in equipment supplies from the foreign vendors could be expedited by rigorous follow up action. 

TENDERING AND AWARD OF CONTRACT

40.
Delay in tendering and awarding of contracts is another important area which needs to be addressed by the concerned project enterprises.  It has been found, particularly in some sectors like ports, roads, urban development, railways, information & broadcasting, and mines, that preparation of tenders and award of contracts have been delayed mainly due to poor in-house expertise.  The project management organisations in these sectors need to be strengthened and trained with the latest practices available.  These organisations largely depend on consultants for preparation of tender and contract documents.

41.
One of the solutions is to prepare standard contract clauses, which could be applied, universally for preparation of tender and contract documents.  This should be supported by the appropriate guidelines which will help in the preparation of actual tender and contract documents in the specific sectors with other linked general conditions normally applied in these sectors.  The second suggestion in this area would be that each public sector enterprise should have an in-house document giving the procedures and guidelines for the preparation of tenders and contracts specific to their sector.

DELAY IN CIVIL WORKS

42.
Delay in civil works is largely experienced in  sectors like hydroelectric projects, roads, ports etc.  It has been found that the variation in quantities of civil works is very large in these sectors.  Therefore, it takes more time to complete the civil works.  Greater caution has to be taken by the project authorities in preparation of the estimates for civil works, while carrying out detailed examination of the sites and requirements in stage I of the project.  The other problem area, which is common to most of the delayed projects, is the slow progress made by the contractors.  It has been found that the contractors do not meet the commitments because of their own deficiencies.  At times, they use the mobilisation advance for other projects than for the project these are meant.  The mobilisation of equipment and machinery is not carried out in time and also equipment are not maintained in proper order during the course of implementation.  The contractor's work can only be controlled through efficient administration of the contract management system by the project enterprises.  The clauses meant for penalties for poor performance may have to be used very strictly.  The contract management system needs to be overhauled in the light of the experiences of projects completed ahead of schedule and on schedule.

LACK OF INFRASTRUCTURE

43.
The problems relating to lack of infrastructure, tie-up of funds, finalisation of detailed engineering and release of drawings, feed stock supply, technology and geological surprises need to be addressed in the stage-I of the project where approval is given by the concerned administrative Ministry for carrying out detailed examination and tie-up of various inputs including those required from the State Governments, Ministry of Railways, Environment and Forests, Surface Transport, Department of Telecommunications etc. The Task Forces of the ministries concerned should tackle the current problems.

44.
If the above measures are implemented in a desired manner, most of the delays in the projects would be contained and  a major part of the cost overrun  avoided in future.
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