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P_REFACE

In Fukistan’althongh projects are being drawn up, appraised
and approved all the time, there is a long list of casualries of pro-
jects that never get completedon time and or within the estimated re-
sources., As often as not, projects are ill1=-concieved, there is no re=
tactionship between their desipgn and their objectives,and as often, they
land into difficulties at one or at another stapge. These difficulties/
bottlencecks may become prominent at any of the well known processes of
conception, inception, formulations, appraisal, funding, raw material

supplies, and more commonly at the implementation stage.

Felt here and there, and almost by all those concerned with
the project cycle system, these problems are neither seen in their true
perspective gor in their entirety as part of a system, Acrtempts have
alsc been made L0 tanckle these problems part by part but the project
cycle has neither been regarded nor examined in its totality as an in-
taprated system As a result, one comes across bright patches of recom-—
mendations and sugpgestions interspersed through a continnuum of an

otherwise falrering activity.

I thought of conducting a study of this nature - an in-depth
analysis and evaluation of the project appraisal, management and control
system in Pakistan - ﬁuring my student days at the Project Planning
Centre, Universicty of Bradford, U.K On my return to Pakistan and re-

joining the University of Peshawar im 1985, I took up the study in right




earnest. In the conduct of the study my approach has been an integrated

one , nnﬂcly,ECudying the entire project ceyele in pakistan so as to be
able to have a hetter look at the linkage between the various stapges
and then study those problems of omission and commission that tend to

be carried forward only to emerge more glaringly at the implementation

STARe.

The study has twWo LGYOUps of sections, one, the theoretical
secrions and two, the sections dealing with the analysis of the problems
as they omerge in the project cycle in the public secror projects in
Pakistan. This has obviously igvolved reviewing A vast mass of litera-
ture, going through project case histories, rummaging into a welter of
data and reading through innumerable departmental reviews, SuUrveys and
reports This was eventually supplemented by interviews and discussions
with experts involved ac all the levels and tiers of planning and stapges
of the project cycle. The organizations from which the experts Were
chosen for interviews included, among others, Planning Commission,
(particularly the Projects' Wing), provincial planninp and development
agencies, line departments, pakistan PWD and the provincial C&W depart=
ments, a number of autonomous and semi-autonomous corporations, experts
at the Pakistan Institute of Development Economics and the Pakistan

Academy for Rural Development .

These meetinpgs and discussions have been most rewarding and

particularly helpful in placing the problems in their proper perspective,




highlighting the nature of insulated planning as practiced in Pakistan

with a lack of forward and hackward Flow of information collected The

end product is this study which is unigue in its being not only compre=

hensive but also in the sense that it has studied the system as & wvhole

spotlighting the blockapges as they appear in the progress of projects
from one stage to another. The study's contribution is however not
only in pointing out what is wronp and where,but after giving its find-
ings it alse recommends positive measures for the removal of the block-
apes The study has coma up with a number of findings few of which
have come to light before and that is understandable. Those who must
have felt them were part of the system, and those who observed them
from outside, did so in fragments and as isolated problems encounterad
in parts of the phennm;non with which they came in contact This also

¢xplain why the various reports submitted by different consulrants at

different times have failed to see these blockages in the total perspec-

tive.

The study is divided into six chapters, the first 4 lay out
the system as it is, the Eifth gives an evaluation of the system while
the sixth contains the conclusions and policy recommendations. The
biblicgraphy attached is only a selected one While there is a great
deal of literature now available on the theoretical aspect of the study,

relevant literature on the country specific aspects is quite sparse.




In the process of completing this study, 1 have accumula-
ted a great debt of gratitude to a number of people., While it is not
possible te acknowledge all those who have been helpful in one way or an=
other, 1 wish to express my very special gratitude to my supervisor
and teacher Professor Mian M. Nazeer whose help and encouragement I
drew upon all the time. I am also grateful to Miss Shamim A.Sahibzada,
Chief of Training, Pakistan Institute of Development Feonomies , Islamabad,
pr. Yunas Jaffri, Sahibzada Ghiasul Haq and Mr. Ghulam sarwar of the
Planning Commission, Professor Ibrahim Beg, Additional Secretary, Plan-
ning and Development Department, Covernment of N.W.F.P., Hr, Amanullah
Sikandari of Pak PWD, Mr. Minhajuddin Khan of the Pakistan Academy for
Rural Development and Mr. Tahir Abbas of the Pakistan Industrial Credit
and Investment Corporation. 1 have also bencfited from numeérous na<
tional and international seminars and discussions with professional
colleagues. 1 alone however bear the responsibility fer all that has

been said or remains unsaid.
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ABSTRACT

In common with most developing countnies, the history
of planned dnuetopmehx in Pakistan is zeplete with {Lopped paro-
feets, projects that do not see themselves fo completion within
the stated time and cost, on projeets which do not fulfil zLhein
avowed objectives. Even othenwise well conceived projects dace
difficulties at the implLementation cr othexr nelfated stages. Worse
stifl, the project cycle system has neithea been examined ner re-

garded in its totality as an integrated system.

This aruiy is an in-depth analuysis and evaluation of
the project appraisal, management, and control system in Pahkistan.
The approach taken £s an integrated one whene, despite the emphasds
on the ex-ante appraisaal and <mplementation stages, the entiae pro-
jeet cyele in Pakistan has been examined in oader Zo be ablfe Zo
Link the stages and study the problems of omission and commission
which emerge at the implementation stage. The study £, however,
confined te the public sector projects which need to pass through

the well Eaid out procedures.

Being a atudy in the cvaluation of a system, it has in-
volved quantitative as well as qualitative examinations. These
examinations aange from a neview of the theoretical aspects of the
prnoject cycle and ifs stages as well as the techniques used at

various stages, te the progression of the project cyele in Pakistan,



xxi

and eventually to an evaluatfion of the system and recommendations fo
improve the system. The theonetical seetions ane based on an exfen-
sive aevdiew o4 Lifearatune fotlowed by use ¢f sccondasy dafa based on
goveanmend pubticarinna,aupptcmeuted by inteaviews and discussions

with expeats invelved ai various Levels of planning and sitages ef the

cyele.

The main findings ef the study centre around the inade-
quacies 4n the sthructure o4 PC-1, cost and time oveaxuns, data gaps,
motivation and training of peascennel, Lach of coendinatien, absence
o4 contingency pLanning, Lack odf appropriate appradisal parametens,
problems relating to project selection exitenia and proceduncs, Lack
o{ stai4, absence ¢j an inatitutional Link between appraisal wing
and monitoning feam. Findings aelating Lo the approval and impLemen-
tation stages 0§ pnujeci& nelbate to the disteations anisding out of
anticipatony apprevals, breaking of prejects dnto smabllen componcnts
te avoid highen cchelons of appreval and appraisal, problems ardisding
out of the diseaepancdes between the need and availability of aesourets,
a total absence ef any Luput ol time plans Leadding fo naw matenial
consthaints, detays 4in the provisdonsd o4 essential senvices and physi-
cal infrasthructunc, problems ardsing ouf of the bases of awaxd of
contracts and seleetion of sifes, tack of intera-agency cocrndination

and communication and Lack of @ modexn progRess mond{toadng system,




xxii

Findings in the field of project monitordng/eontrel centae
inten alia around Lack of paceessing of the infeamatien collceted,
teo much indoamatien nequested, too frequently, and ne sL§t4ng ¢4
drgeamation by Cevel vf dmpeatance; fack of trained peasonnel to
Judcxtahc monitering; absence of an instituticnal mondfexing sed-up
to handle un-anticipated problLems; absence of forwand and baehwanrd

{low of infoamaticen and decisdons through an establtished channel

The study comprises six chaptens - the finst foun Laying
out the system as 4t (s, the 4i4th < devoted to an cvaluation c¢f the

syatem, while the sixth contains the madin conclusions and poldiey

meaommendations.,



Chapter 1

INTRODUCTION

I 1, WHAT IS MANAGEMENT/CONTROL
OF A PROJECT?

The management /eontrol stages of a project belong to the

sphere of project implementation

The main aim of a project is the accomplishment of an avowed
objective/objectives normally within a given time and specified budger.
To secure this, the activities of various organizationally and physically
dispersed groups need to be brought together and their functions co=
ordinated so that the project can be kept to the track and made to pro=
pross towards its objectives This is the job of project management or

control

Some of the important functions of project management are
te "plan, organize, coordinacte, monitor and control activities and
resnurces“lﬁ Project management also involves making appropriate deci-
sions hased on the available daca and present constraints, The per-
formance of these functions requires the pvolution and setting up of a
project management sSystem, Such a system acts as the tool or mechanism
"to develop a produect, facility or system from ics conception to its
realizotion, It consists of policies, procedures, informations, metheds,

; e A / 2
systems and practices used to initlate and implement projects"



Controlf is thus one of the micro units of the implementation
stage of a project and is used as a tool of management to ensure that
all activities are on schedule and if problems arise, management is

aware of it and remedial action can be taken accordingly

1 2. PLACE OF IMPLEMENTATION
IN _THE PROJECT CYCLE

Before going into the implementation phase of the project
cycle, it would be relevant here to first discuss the concept of the

project eycle and the inter-relationships between the different phases

The concept of the project cycle was brought into prominence
by W C. Enumg. It describes the cycle that projects pass through from
their initial conceptualization to implementation and evaluation The
various steps are i) identification, ii) preparation/planning, iii) ap-

praisal, iv) implementation, v) evaluation.

A. Tdentification

This is the stage where potential projects are
identified and the cycle is ser into motion Prior to
this is the stage of the project's concept dufinitiunﬂ
wherein the "Project Idea" is generated. This stage
essentially expresses the country's development objectives
in the form of projects. Obviously, the pre-requisites

of doing so are an awarceness of the country's resource base,



development objectives and the available options. This
stage blends into the identification stage where projects

may be identified on the following bases:

a) Redounrces: Where projects emerge due to

the availability of resources

b) Manhet: Where projects emerge owing to
the existence of the marker for the

output (domestic or international).

¢) Translating the Objectives of the National Plans
into Operational units: Where the projects to

be set up are already identified and
reflected in the sectoral or regional

programmes

d) Tnvestment Qpportuniticd: Where projects tend

to emerge or get identified as a resule

of the existence of these opportunities

e) Dedence Needs: Some projects are identified to

serve the defence needs of the country.

£) Politicaf Pressunc: Somecimes political pressures

are exerted to meet local needs through
specific projects. This leads to the
identification of potential projects,
again on the basis of demand and supply
factors and such other factors as favour

the location of activities,



g8) Ad Hoec Bases: Where the idea of a project emerges

without any prior plans or to meet emergencies

like national calamities, etc.

Eventually, the "Idea"™ of a project becomes & specific
proposal.

The steps in the identification process are as

given hulnw5:

o Evaluation of the present situation: This

gives a picture of the development potemtials
of the project idea along with the constraints
The evaluation takes intoe consideration the
peographic lay-out of the project area along
with the available physical and financial
resources and personnel. The availabilicty of
the necessary raw materials, market for the
output and the administration structure are
also important factors taken into considera-

tion

o Goveanment poldicies and proghammes: The

prevalent government policies like subsidies,
taxes, pricing policies, ete. need to be
studied to determine their impact on the
project., Other programmes, planned or in
operation, are also studied in relation to their

impaect on the project,



o Projeet Rationafe: This gives the justifica-

tion for undertaking the project from the
point of view of the country and the support

of the lending agencies of the project

o Fuofution o4 the project concepf: The objectives

of the project have to be identified along

with the methods of attaining these objectives

o Establishing the scale of operation: The

size and magnitude of the project in respect

of physical coordinates must be established

o Cost and benedit estimates: A rough cost (local

and foreipn exchange) along with estimated
benefits must be identified to demonstrate the

viability of the project.

o Othen nequirements: At the identification stage

the necessary work for project preparation shoul
be specified and terms of reference drawn up
along with the time schedule and an estimate
of the cost of further studies to be undertaken,
in order to justify the mnext phase of the eyele,

i.e., the preparation stage

B. Preparation/Planning

Once this identification process is completed, the
project emerges as a definite investment decision and detailed planning
can begin. This inclndes pre—feasibility (where required-and feasibility

studics re establish the technical,. economic and financial viability



of the project, Feasibility here can be defined as to
whether the project

—_

is well conceived, can be under=
taken,

- tarpets are realizable within
given costs,

- is implementable,

- output can be made use of.

A feasibility study thus goes into the various aspects

of the project, examining each aspect in detail.

The nature and content of a feasiblity sctudy
will vary with the type of project, e.g. irrigation,
industry, road, building, ete. However, every feasibi-

lity study must incorporate the following:

o A section on the current economic
situation along with the main
characteristics of the sector where
the project is located, and the cons-
traints. along with government's deve-

lopment and social objectives



Q

o

A section establishing the project
rationale and justifying pricorities
of the project and the strategy to

be undertaken

A description of the project arecas
along with i its development potential

and constraints. This includes®

Physical Features:- Like

loention, vcology, climate
and other available re=

sources (water etc.).

Economic Base:- For an apgri-

cultural project it would in-
clude the land-use like culti-
vated land, forests, livestock,
ete., and should show the im-
portance of the agricultural
base along with the non-agri-
cultural activities of the

project area

Sopcedial Feaftures- Like the income

levels and income distribution;
employment levels; the system of
land tenure, rate of population

growth and the supply of labour



Availabfe Infrastructure:- This

covers all the infrastructure

available like roads, railways.
electricity, water, ete.

Tnstitutional Sthuciurt:i~- The

level of centralization or other-
wise in the decision-making pro-
cess needs to be seen. This will
depend on the functional relation-
ship, organizational structure,
and financial resources of the
government, private institurional
structure in the project area and
their inter-relationship, e . the
administration of the sector (where
the project is located) supporting
services, credit availability, re-

search, extension, etc.

Onganization and Management: This

section will look inmte the alloca-
tion of responsibility and coordina-
tion of actiwities of the different
agencies involved in the execurion
of the project. Duties and respon-
gsibilities must be clearly defined.
Where expatriate experts are to be

employed their costs must be shown.



- Finanefaf Resulzas and Production Levels:-

The marketing of outputs and the financial

impact on the target groups should be

brought out

- Benefifs:- The benefits from the project

need to be broupght out, and the viabilicy

of the project justified. Thus costs and
benefits need to be identified, quantified
and valued using Cost-Benefit Analysis. This
is undertaken by uslng the measures of pro-
jeet worth, but from the national point of
view, the economic rates of return need to
be shown and accounting prices used. The
analysis should also assess the attainment
of other objectives and disecuss the project's
contribution in other fields like employment
generation, improvement in institutional and

administrative services, etc.

A feasibility study is oriented towards a goal
in the future and thus is an instrument of planning which
is used to anticipate/decrease the uncertainties/risks of
the project., At the planning stage, financial and economic
analyses need to be undertaken. Once the feasibility study
gives the go éhead signal, detailed planning and analyses

are undertaken and less efficient projects are eliminated.

The various aspects of the project which are

studied are:

Technical Aspeet - involves input-output

relations, cost-benefit relations and

choice of technology.
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Financial Aspeet - involves a study of the

financial viability of the project, availa-

bility of resources and their prices,

Commencial Aapeet - involves market analysis

and an examination of the commercial viability

of the project.

Economic Aspecd - involves the justcificartion

of the usae of the scarce resources.

Managerial and Organizational Aspects - involve

a study of the availabilities and ability of the
managerial and organizational skills to under-

take the project and see it to the end?.

C. Appraisal

At this stage, the project prnpus;l is systemati=-
cally reviewed. It is a comprehensive exercise, and is nor-
mally done inteanafly by the government staff for public
sector projects. It can also be used as a check by the

lending/aid giving donor agencies.

Appraisal is undertaken to look at all the pro-=
cesses undertaken ﬁurhm_uw-immwifhmtimrnnd the planning/
preparation stages. Appraisal provides the bases for the
accept/reject decision to be rakem. It is conducted on all
the aspects of a project, such as the technical, economic,

financial, commercial and manapgerial aspects.

From the development point of view, appraisal may

be financial, economic and social. Financial appraisal is
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done from the entity's point of view, This shows taxes and
subsidies as costs and bemefits respectively. Sources of
funds are also considered, while costs and benefits are ex-
pressed at market prices. Financial viability of the project
is determined by using discounted measures of project worth

like NPV, B/C and IRR ratios.

Economie appraisal looks at the contribution of
the project to the development of the economy as a whole.
Here taxes and subsidies are not treated as costs and bene-
fits. Accounting or efficiency prices are used to value
the outputs. After discounting the cash flow, the economie
rates of return are used to determine the acceptability of

3 H
the project .

Social appraisal identifies project benefits by
income groups. It also considers the intertemporal aspects
of consumption and saving, Social analysis takes into
account the project's contribution towards employment crea-
tHon, growth in a particular backward region and the quality
of life. It also looks at the adverse impact of projects on
the environment, ete, This is done at Accounting Prices. In
the absence of quantifiable benefits, the cost-effectiveness

approach is used for project selection?.
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Where donor/aid giving agencies are involved,
appraisal looks at the donor/client relationship in terms
of "financing package, conditions of disbursement, procure-

ment and determining the issues leading te loan negotin-

ti{“i"‘q

The outcome of this exercise is an appraisal
report which is used for project selection. Frequently
at this stage, the project may be sent back for altera-
tion or re-planning of some of the aspects. At the end of
this stage, the project that is selected is then given

Approval. This is an administrative procedure.

D. Implementation

This is the stage where the project proposal or
plan is put into operation. A badly planned project nor-
mally falls through at this stage. Circumstances during
implementation often differ from the planning stage and
hence this stage needs to be flexible in order to be able

to fit into the changed circumstances.

During implementation most of the real problems
tend to get identified. To handle this, recording, moni-
toring and progress reporting activities are undertaken to
provide for feed-back informations and to handle problems

as they occur.
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The major problems during this stape are those of
time ovnr-rﬁns due to over-ambitious phasing, or lack of
finance, and cost over-runs due to poor planning, inflation
or deliberate under-costing. Supervision is thus another
very important activity at this phase which is required to

ensure that activities are proceeding according to schedule.

£. Evaluation (or ex-post Evaluation)

This is the last phase of the project ecyele. Eva-
luation looks back at what took place, and aims at comparing
actual progress with the plan. Sometimes it leads to the
identification of new projects and provides a feedback to
the planning and implementation machinery on the conception

and ways and means of executing projects successfully.

Evaluation may be ex-ante or ex—post. The former
takes place at the beginning of a project and is synonymous
with appraisal while ex-post is done after rthe complecion
of the project and tries to assess the level of its success

or failure,

During implementation, ex-ante evaluation is conti=-
nuously carriced out by projeet managers. It may be done hy

a separate unit also whiech may be responsible for monitoring



the implementation of the project. Oeccassionaly, however,

outside evaluation may alse be undertaken,

Evaluation tries to look at the extent to which
the objectives of the project have been achieved and deter-
mine the discrepancy between planned and realized targets and
the reasons responsible for this discrepancy. As a resulet,
evaluation can help improve the preparation and implementation

of projects, based on lessons learnt from past mistakes.

I.3. WHAT ARE PLANS/PROGRAMMES AND
THELIR MICRO COMPONENTS - PROJECTS?

A plan may be seen as a collection of well defined objectives
that need to be achieved within a given time-period and with certain

limited known respources,

The heirarchy of plans stretches from the perspective long-
term plans (e.p. the 20 years' plan in Pakistan) ro medium term or 5 year
plans and then the annual plans. The annual budget is the vehicle of
realizing the annual plan. At the provincial level there is cthe annual
provincial budget. This may be further decentralized into local munieci-

pal level planning.

The objectives of the plans need to be formulated in terms

of national, provincial, scctoral and intra-sectoral targets. These
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targets have then to be translated into programmes, which then need to

be re-rendered in terms of the operational micro-units called projects.

Projects thus provide the infrastructure for development.

g ia ; i LR , ;
Gittinger terms them as the "cutting edge" of development  while Hirschman
12

refers to them as the "privileged particles of the development process"

Tho multiplicity of roles that projects play in the develop-
ment process need to be observed. They act as a link between the economic
activities and the market. This is done by transforming the raw-material
inputs into commodity (service) outputs whielh are then sold in the market.
Projects attract private investments from outside and channel the re-
sourees into the sectors that deserve/are meant to be developed. They

also serve as the school for developing entreprencurship -and management,

Projects are widely used by the developed world and the
international lending apencies for providing loans, grants, technical
assistance and credit. This serves a two-fold purpose. On the one
hand, it allows the donors to monitor the project's activities and get
tangible results and so contribute in the development process of the
borrower country, and on the other hand, the lenders can ensure that

the loan is urilized according to the objectives of the lender with

tangible results,
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Projects may take various forms, from Pilot, Demonstration
to Production (completed) projects. Through Pilot projects, it is
possible to formulate development problems and test alternatives while
Demonstration projects help to disseminate technology and mould attitude
and acceptability. A completed projcet (Production) helps increase the

&,
production capacity along with inereasing administrative talent.

Projects are thus the vehicles used for ushering in social
change and can be used as micro components of large social sector plans
and programmes to accelerate the pace of growth. They can also be used
to help in income re-distribution by giving income weights to the target

class whose income levels need to be improved.

Projects as micro-units of planned programmes are also

used as vehicles of overcoming disparity in development between regions
(that may have come about as a result of the autonomous growth of some re-
pions and the conscguent lagping behind of other), and bringing about

a more balanced development. This is done by locating projects in that
particular region that needs to be developed. They are also used in
times of emergencies/nacional calamities to provide relief. For example , the
Kohiscan Bevelopment Authority was responsible for the development of

ﬁrujects that were established after the great earthquake that wrecked

destruction on the area.
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Projects thus "represent a crucial element in both the for-
; i ; 13
mulation and implementation of development plans" =, They, however, should
not be considered as ends in themselves but are activities that fit into

the pattern of the broad network of development plans and used to achieve

the cbjectives of these plans .,

1.45. WHY PROJECTS FAIL?

The history of planned development in Pakistan (in common
with other developing countries) is replete with flopped projects - projects
that do not see themselves to completion within the stated time-period
and cost. There are still other projects that do not see the fulfilment

of the objectives that they were designed for,

The stage at which most of the (unsuccessful) projects
fall through is the implementation or execution stage. This is the stage
where the theoretical plans take a tangible form and hence what seemed

perfect on paper does not turn out to be so in realicy.

There are three different theories related to the problems
of project planning and implementation. The first is that of Hirschman's
"hiding hand"” where he states that detailed project planning and prepara-
tion is almost impossible due to the complex nature of project analysis.
Compounded with this are the problems of the implementation stage where

uncertainty is so manifest that the consequences are almost unpredictable.



He further states that due stress and consideration should be given to
these uncertainties and side effects as these "are the very stuff for
project design, success, and Eailure"‘h. Hirschman concludes that the
hiding hand will compensate during implementation for the deficiencies

of the planning stage. This is further based on the "creative responses"”

that arise when administrators need to handle un-anticipated events. He

thus de-emphasizes the importance of the planning stage.

The second theory stresses the importance of the planning
and appraisal stage. According te Cittinger, this is the best way "to
ensure efficient cconumic use of capital funds and to increase the chances
of on-schedule implcmentatinn"‘i. The World Bank is also in agreement
with this approach and is known to invest large sums in feasibilicy studies
and appraisal to determine the credit worthiness of the borrowers and

the potentials of the proposals to be successfully implemented.

However, a detailed feasibility study is insufficient to
guarantee the successful implementation of a project. Lack of adminiscra-
tive pre-requisitesafter approval, problems faced by integrated gocial
projects consisting of multi-components with multi-purposes, and the
criticism of the evaluation committees and international organizations
have led to the emergence and "adoption of systematic management proce-
dures" for the composition of "comprehensive planning systems for project

. . 16 , :
execution and operacion"” in developing countries,
p pLng
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The third approach is that followed by the management scien-
tists., Their view is thﬁt development projects should be planned as inter-
related acrivities within the integrated management cycle. This appreach
is recommended by tcchni?nl experts, engineers and consultants. Their
aim is to optimize performance by cost-effectiveness means. They desire
the project entity to be well identified in terms of the inter-related
factors with a plan of action. The time phase should be precisely worked
out and various techniques of control and management like linear program=
ming, CPM, PERT, alongwith computers, used to ensure efficient operation

of well selected projects.

Despite the critiecal function of projects in the development
process, the failure of projects to achieve their targets is conspicuously
present in most developing countries. The reasons for this are manifold,

some of these being as given below:

- The Pearson Commission sponsored by the World
Bank and the Jackson Committee of the United
Nations have provided sufficient evidence to
show that poorly designed and executed pro-
jects are manifest in most developing coun-
tries., Most povernments of developing coun=
tries face a two-fold problem: on the one hand,
a high level of technical and management skills
are needed for proper project planning and imple-
mentation, and on the other hand, very few deve-
loping countries can boast about their rechnical

and administrative capabilities.
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A project may come about as a result of a political
decision leading to over committment of resources
without the necessary information on the technical

aspects or capacity to see the project through to

the end.,

Very often projects may arise without proper identi-
fication or planning, and for the simple reason to
eénsure that the funds do not lapse. As a result
there is a wide divergence between the planned and

the implemented projeccs,

There are often inter-ministerial and inter-depart-
mental differences of opinion leading to lack of
cooperation and coordination between the different
government organizations. This may also arise where
the Federal and Provineial governments do not have
the same perspective on a project which is approved
and on the way to being implemented. In such cases,
there are very good chances that the projects will

not mect their targets,

The gap between reality and theory can also emerge as
a result of the project cycle. Different individuals
and organizations are penerally responsible for the
diffutent stages of the project cycle. For example,
planning may be undertaken by the technical experts
and consultants while appraisal is undertaken by in-
ternal and external sources, and implementation is
carried out by atill another group of individuals,
Thus if there are any misconceptions or errors at the
planning stage the implementation stage will show up

the mistakes plaringly. Some of the mistakes may be
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such that it would be more economical to drop the
project altogether., Thus every stage of the project
needs to be concise, accurate and well conducted.
Moreover, the responsibilities of every group need
to be clearly defined so that aeccountability can be

called for.

In most developing countries, projeect administraters
are ill-equipped to deal with the complex tasks of a
project like cthe planning and execution part, espe-
cially where effective project management is required.
Whatever training is available, is limited to the
broad jargons of project economics rather than the
management 8kills without which no project.can be

successfully implemented.

Besides the standard techniques like Network Analysis,
Economic, Financial and Soecial Appraisal, etc., the
management needs to be well versed in solving on=the-
spot problems as they emerge, organize and mobilize
resources, and coordinate the functions of the various
agencies and activities that are inputs in the imple-
mention stage. Mere replication of the management
practices as undertaken in the developed countries will
not guarantee the same results, as the socio—-economic
e¢nvironment of the third world differs greatly [rom the
developed world., Management thus needs to he trained
to handle anticipated and unanticipated botrlenecks

and crises during the implementation stage. This is
eadly missipg and very often a project that may be

well-planned may get dropped during the implementation
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process, Thus the stress should be not only on the
planning OF the projects but also planning FOR the

projecty in terms of the necessary institutions and

management .

Another reason for unsuccessful implementation of
projects is the lack of committment by the politiecal
authority, Development is paid mere lip service and
encouraged so long as it does not disturb the status
quo. AS a result, a project may be approved but it
was never intended to be implemented or alternatively,
such projects might be approved the implementation

of which may go against the interest of a large sec-
tion and national welfare may not be maximized, Ul-
timately, the project will have to be dropped or may

remain un-implemented.

When highly publicized politically oriented projects
reach the implementation stage, they often fail to
meet the targets which were in any case over-played
at the launching stage without having gone through
the pre-requisites of planning. This has two nega-
tive effects. On the one hand, it raises public
expectations too high and then cannot deliver the
goods, and on the other hand, it leads to waste of

Starce TesQuTrcCes.

One of the major reasons that leadsto failure of
projects is cost and time over-runs. The former
can he for various reasens. Firstly, it may be a
genuine problem due to very high inflation rates,
or international crises like the oil crisis leading

to escalation of costs (more than what can be met by
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the contingency). Secondly, it may be due to the
defects at the planning stage which did not give
accurate estimates of costs. Thirdly, the moni-
toring and control of financial allocations may
not have bheen done sufficiencly thus leading to
waste, misallocation, or simply "leakage" due to

corruption.

Time over-run may also be for various reasons. It
may be firscly due to the miscalculation of the
expected time for the completion of the project;
secondly, it could be due to the resulct of the
non-monitoring of activities to ensure that the
activities or at least the critical enes are on
schedule. Thirdly, it may be due to the non=co-
ordination of the inter-dependent activities (where
one cannot commence till the other is completed)
where one may have been delayed due to a genuine
reason and so the following activities got delayed.
Proper planning and implementation are required to
handle these eventualities. Tdime over-aun L4 a
common feature of the developmeni projects 4in Pakistan

1.5. THE PROJECT CYCLE FOR PUBLIC
SECTOR PROJECT IN PAKISTAN

The project cycle follows the same stages in Pakistan, begin
ning with the identification stage to the evaluation scage. However, le
us [irst look at the administrative/organizational structure of the

project planning ‘process in  Pakistan.
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Adminiscrative/Orpganigacional
Structure

For the purpose of administration, the Federal State
of Pakistan is divided into 4 provinces. According to the
constitution, certain subjects are the domain of the Federal
Government, others of the Provincial Governments, while
still others are concurrent subjeets which nr; the combined

responsibility of the Federal as well as the Provincial

Governmentkts.

The Federal Government is comprised of about two(2)

dozen ministries (and a couple of divisions) each headed

by a minister.

The anuincial Government is made up of departments
which are under the Provinecial Ministers. Under the pro-
vinces are the sub-level administrative units like the
Division, Vistnicts, and Tehsilfs (subh-districts). The
local needs of the villages in the socio-economic fields are
ratered to at the Tehsil level. The Provincial Covernments
are heavily involved in the social sector development. How-
ever, the exact role of the ministry or department varies
bectween the sectors. Certain functions, however, like the
preparation of sectoral plans, policy guidelines, alongwith
the responsibility for the initiation and implementation of

sectoral projects are common to all.
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An lmportunt feature of this sysctem of administra=-
tion is the highly centralized nature of most decision mak=-

ing that is undertaken at the federal and provineial levels,

The Planning Commission is the federal planning
agency while the provincial planning agency is known as the
Planning and Development Department or Planning and Develop-
ment Board, Together they are the focal points of the pro-

ject planning system in Pakistan,

The Planninpg and Development Division is headed by
the Minister of State for Finance, Planning and Economic
Affairs and helped by the Deputy Chairman of the Planning
and bevelﬁpment Division, Secretary of the Planning and
Development Division and other members (see Chart-1). 1Its
main funn;ione are the preparation of the plans (the long-
term or Perspective Plans, the medium term or the 3-year
plans as well as the annual evaluadon of economic progress
and providing advice on economic policy and planning for

the private sector,

The technical sections are responsible for liasing
with the relevant ministries or departments, preparing the
sectoral aspects of the national plans and the ADP, and

undertaking technical scrutiny.
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National Beonomic Counecil (NEC)

This is the highest sanctioning authority in the land.
Only few projects qualify to po to that level of processing
and approval, This is chaired by the Prime Minister. (see
Annexure=1) .,

Executive Commictee of the
————— e
National Ecenomiec Council (ECNEC)

This is the highest project authorization body. It is
chaired by the Minister for Finance and Economiec Affaire and
Planning and Development and is further composed as shown in
Annexure-1] to this chapter., Its functions include:

= to review the overall economic policies

of the country;

- to sanction federal and provincial deve-
lopment schemes costing more than Rs.60

million (non=recurring);

- to approve plans (5 year plans, the ADP,
Development Projects/Programme, non-plan

schemes and schemes of private sector);

= to allow moderate changes in the plan and
sectoral adjustments within the overall

plan allocation;

= to supervise the implementation of the

economic policies laid down by the NEC.
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The Central Development
Working Party

The Central Development Working Party (CDWP
is echaired by the Secretary of the Planning Divisien

(see Annexure=1) and has the following funetions:

- to review and approve all development
schemes submitted by the federal minis-
tries costing between Rs.20 million to
Rs. 60 niltinn1?(nun*recurring} expendi-
ture subject to the condition that the

ministry of finance does not disagree;

- ensure sound preparation of schemes and
that the eeconomie, fimancial and techni=-

cal serutiny has been conducted;

- ensure that the examination of the schemes
by the various officers are done simulta-

neously and completed within the given time.
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Annual Plan Coordination Committee (APCC)

This consists of the inter-ministerial committee of
the ADP. Its main function is to solve the problems that
arise when the development expenditure exceeds the available
resources each year, In doing so, it is puided by the
following order of prioricies:

- on-going projects,

= new approved projects,

= foreign aided projects
{even if not approved),

= prajects that arise due
to national emergencios,

The other functions of the APCC are:

- evaluation and implementation of

projects/programmes,
= evaluation of annual plans, and

- evaluation of S-year plans.

Provincial Level

At the provincial level, the planning and development
department /board is headed by the secretary while the
Provincial Development Working Party (PDWP) is headed by

the additional chief secretary.



The PDWP has the following functions:

= to ;pprﬂvu development schemes
of the provincial departments
that cost up to and including
Rs.60 million (non-recurring)
subject to the following condi-

tions:

o The schemes carry out the
objectives of the national
plans and do not deviate
from the principles and po-=
licies of the plans.

& .- The schemes do not have
¢conomic or other reper-
cussions beyond the province.

o A copy of PC-1 form of the
scheme will be furnished to
the Planning Commission at
least 10 days before the
meeting of the Provincial
Development Working Party at
Wwhich it is proposcd ro con-
sider the seheme to enable the
Planning Commission to furnish
their views, if they so desire.
The Planning Commission may also
be represented at the PDWP meet-
ings,

o A ropy of the scheme finally
approved by the PDWF will be
promtiy furnished to the Plan-
ning Commission, the Ministrpy of
Finance and other agencies " (see
Annexure=- TT),
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To review all the development schemes
submitted by the Provincial deparements
and submit those schemes that cost more
than Rs.60 million te the Planning
Commission for approval by ECHNEC.

The Planning and Development ’
Departmentcs /Board

The Planning and Development Departments/Board co-
ordinates between Federal and Provineial Government and

between Provincial Departments.

The structure of the Planning and Development
Departments/Board varies between provinces but their
responsibilities are more or less the same. The cons=-
tituent sections of the Planning and Development Depart=

monts /Board essentially fall into two groups:

- teehnienl sections, whose function is
to’ lisse with the different departments
and also with the Planning Commission,
scrutinize projects and prepare the

Provineial Development Programmes.

a collecrion of general supporting sections
like administration, project appraisal, moni=-

toring ecell, regional planniong, foreign aid,
etc.
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They occupy a vital position in communication
between the federal and provincial levels through the
Planning and Development department and the Planning
Commission., The Planning and Development departments
are also at the centre of the %Ptra—provincial govern-
ment communication. Furthermore, due to the vertical
position of the line departments, the intra-provincial
government communication at the district level may need

q
to be conducted at thuL

provineial level and this
brings the Planning and Development departments into che

picture.

1.6. PROJECT IDENTIFICATION IN PAKISTAR

Projects in Pakistan may originate owing to any one, or

any combination of the following:

1. Defence Requirements

The defence requirements/needs of the country
may lead to the identificarion and emerpence

of projects to meet those needs.

2. Repional Development

Sometimes the development of some regions may
be required where they lag behind other ragions.
Projects thus get identified in order to hring

about some kind of balance between the regions.
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3. Political Pressure

Somecimes, che represantativas of area may use
political pressure to meet the local needs of
the area through projects, leading eventually

to the identification of specific projects.

4. Ad Noe Determinants

Projects may get identified without any prior
plnnn%ng due to immediate needs like those

that emerge as a result of national calamicies,
etc. An example is the Kohistan Development
Project that cmerged after the scevere carthquake
in the area. The need to restructure the economy
of the area led to the identification and setting
up of projects. The projects that were identified
to meet the needs of the Afghan Refupees is yer

another example of this relationship.

5. Resource Based

Projeets may also be identified on the basis of
available resources. For example, the emerald
mines in Swat led to the establishment of a pro-
jeet to exploit this mineral,Similarly a dam gets
located where there is a suitable site along a
river like Tarbela. Sui gas, Lakhra coal mines,

Khewra salt mines, Cherat Cement are other examples.,
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6. Market Based

Projects may emerge due to the presence of a
market or demand. This can come about either
due to political pressures to meet local needs
or naturally te fill the gap in demand which
would ebviously attract the goods from other
sources LF the demand was not met through the

generation of projects so emerging.

7. Investment Opportunities
and Incentives

Projects pet identified on the basis of available
investment opportunities. Given viable opportuni-
ties, incentives play an added role to attract

investors and skilled labour to an area.

8. Plans and Programmes

The Annual Development Programme normally consists

of a list of projects. The projects included here

will reflect the strategy of growth or development
pursued by the povernment. Where the exact projects
are not specified in the plan, the objectives pursued
will help to identify the projects thar emerge larer.
There are also specifiec sectoral plans/programmes and
stratepies., For example, agriculture, industry, so=
cial sector,etc., which also help identify the projects

te he undertaken,

In Pakistan, the following agencies help identify

public sector projects:

i. Federal Ministries

ii., Line departments of provinecial
povernment e.g. Agricultural
Departments, Health Departments,
etc.
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iii.Autonomous bodies like FATA DC

iv. International Agencies like
UNDP, "UNESCO, USAID, etc.

1.7. PROJECT PREPARATION/PLANNING

After identification, the next stage in the cycle is

that of preparation/planning.

Project preparation is the detailed specification of
the work=-plan. This is a very important phase and needs the work
of a multidisciplinary team of experts, engincers, econemists, ecc.

It needs to be prepared from the following aspects, namely:

i) Technical aapect - This includes
input-output, cost-benefit relations

and the choice of technology.

ii) Finaneial aspecets - Detailed costing
needs to he planned along with the
sources of funds both foreipgnm as well

as local componeénts, ete,

iii) Economie aspects - The costs and bene-
fits need to be clearly identified and
the viability of the project shown in
terms of the contribution of the project
to the cconomy and hence the reason for

investing scarce resources.
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iv) Commencial aspects - This involves market
analysis and demand forecast. The idea
is to ensure that the output will have a

market and not be wasted.

v) Managenial /Onganizational aspect - Here,
planning is done for the level of decentra-
lization in the decision making as well as

for handling problems in implementation.

The sponsors of the development projects need to complete
the PC-1 proforma (see Annexure-111). For small projects, a project
report helps in the completion of the PC-I proforma. For large projects,
a feasibility report may be needed. Where it involves heavy expenses,

a pre-feasibility study may be undertaken with the use of the PC-11
proforma. The feasibility study or project report is alse piven a4

annexures of the complerted PC~I proforma.

There are sectoral PC-1 proformae but all PC-1 forms have
the same structurce, heing made-up of 3 parts. Part=A is the "Project
Digest" and gives background information, and a summary of the cost
structure. Part-B is the "Project pescription and Financing". This
provides the necessary information for the construction of the cash flow
sratements of the preoject. Parcr-C is referred to as the “"project require-
ments". This provides information about materials, supplies and equip-

ments nceded, manpower, etc. for the completion of the project.



37

The sponsoring agency is normally responsible for the pre-
paration of the project. Where the necessary personnel are not available,
the technical preparation may be undertaken by the Public Works Deparc-
ment (PWD) or C&W in the province ,which prepares the basic design, cons-
truction work design, and the schedule of ma:nrigl and resources needed
along with the cost estimate. The information is then used by the sponsors

to complete the PC-T proforma.

For large projects, feasibilicy studies may be undertaken
for the preparation of projects. Where such studies exist the PC-I is
a summary of the original document. Where feasibility studies do not
exist there is some form of a project report. The information from this

will be used to complete the PC-1 and the report will be attached to the

PC-1 as an appendix,

Sometimes, a pre—-feasibility study may be undertaken to

analyse ecertain features of the project to determine whether the project

e

is feasible or not. If it is negative then costly . feasibilicty studies

will not be undertaken,

Where the feasibility study may be too expensive or where
a detailed survey is needed, the PC-I11 may be used. Along with informa-
tivns about administration it asks for 2 types of information, namely:

- Comprehensive information regarding the actual

survey or feasibility study to be undertaken
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with project description, justification, costs
{local, foreign), phasing, personnel, contract
details, etc.

- Detaila of the scheme likely to be submitted
with a general description, location, costs,
phasing, benefits, materials, manpower, finan-

cing, ote,

The PC-11 is effectively a pre-feasibility proforma, and
in the event of its rejection, a feasibility study is then not under-

20
taken 3

No standard costing procedure exists. Projects are costed
in a number of ways depending on the type of projects or method of pre-
paration. Where standard plans and bills of quantities (BOQ's) exist,

unit costs may be applied with allowances for variation in project gice,

labour and transport costs.

In the second situation initial costs are prepared as Roupgh
Cost Estimates (RCE) and entered in the PC-1 as definitive project costs.
For equipment, costing is done by the department, based on recent similar
orders, trade information, ete. The rough cost estimates are highly
inaccurate. Moreover deliberate under costing may be done to make the
project attractive where the costs do not reflect the true costs. The

benefit estimates are even more c¢rude since the output forcasts are
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made for long periods bringing in a greater margin of error.

The summacy statement of the project costs and benefit over
the project life is called the Cash Flow. The derivation of this leads
to the culmination of the preparation stage and the basis of appraisal.
This should be provided with various tables giving information about
forcasts of benefits expected, requirements of equipment both initial
and replacements, costs of all kinds, finances needed, techniecal rela-
tionships, flow of Eunda, ete, quantities produced and prices given

separactely. These tables are at the centre of the preparation process.

1.7.1.THE PUBLIC WORKS DEPARTMENT(PWD)

The Publie Works Department is known as the C&W department
(communication and works department) in the prﬂvincuzi. It consiscs of
an heirarcy of engineers who are responsible for different types of civil
works, buildings, roads and electrical works (see Annexure-IV), For non-
standard projects the PWD or C&W department evolves the designs. The PC-I
for buildings and roads are initiated by the executive engineer who after
obtaining the requirements from the client department prepares the PC-I
whieh is checked by the superintendent engineer and approved by the Chief
engineer. It then goes to rhe P&D department where a time for meeting of
the PDWP is fixed. After obtaining administrative approval from this
body, detailed estimates are preparcd which are then sanctioned by the
relevant authorities and then "tenders are called. Only umbrella projects

ure prepared in detail and not the sub-components,
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Costing by C&W Department 22

There used to he o schedule of rates in 1973 but
presently there is no approved schedule of rates though

there are some prepared rates (but unapproved by the

fFinance department).

The Bill of Quantity (BOQ) is prepared using market

rates. There are two(2) types of tenders in use :=-

Firstly, the BOQ mentions the quantities and the

contractors mention the rates against each item.

Secondly, the BOQ also mentions the rate against each
item (unit rate) and the contractors are asked
to give their percentage rates above or below
those quoted. The lowest render is then accepted.
1f other than the lowest is accepted, then the
cu;u is referred to the finance department with

reasons for doing so,

Every contractor has a specified time period for
completing the project. If he fails teo meet the target
and is not granted any extension, he can be fined up to
10 per cent of the total cost and even his security can

be forfeited and the work completed at his risk and cost.
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The PWD or C&W provides for a 5 per.cent contingency -

2 per cent ofor work charge and 3 per cent for unforeseen

items.

1.8 PROJECT APPRAISAL AND APPROVAL

In Pakistan, both of these processes are combined into a
gingle authorization procedure. Approval follows appraisal. Appraisal
involves a critical exaﬁinatiun of all the aspects of the project to
ensure its viability before committing resources, Thus techniecal, econo=-
mic, financial and commercial /managerial aspects of appraisal are under-

taken before approval (ef. chapter—-11 for details),

I.9 . THPLEMENTATION

This is the stage after the project has been approved and
included in the ADP, and when physical work is underctaken. The main
component of activities at this stage are construction of civil works
and installations of equipments. Implementation is normally undertaken

by the executing departments/agencies.

Delays and bottlenecks normally emerge at this stage and
lead to time and cost overruns. The main problems leading to ctime and

cosSft OovVerruns are:




-

-

Lack of timely release of funds and
availability of materials and equip-
ments .

Release of funds is governed by strict
rules and procedures of the Ministry

of Finanee or the Provineial Finance
Department, while the construction of
civil works is done by contractors

which is supervised by the PWD or C&W.
At the sume time, procurcment of equip=
ment is the responsibility of the project
sponsors. There are thus various agen-
cies carrying out different responsibi-
tieas, and without a close coordination
of their activities there is bound to be

time overrun leading to cost overruns,

Cost overruns may alse result due to cost
escanlation as a result of inflation, and
more importantly, due to deliberate under-
costing at the submission stage to get the

project accepted.

Poor project planning and over-ambitious
phasing are also responsible for problems

at the implementation stage.

Fert

42
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iv. Often, incomplete project preparation at the
the time of the project incorporation im the
ADP also accounts for delays and problems of
implementation, One of the most important
step is to determine the source of the problem

during this stage so that corrective actiom can

bhe taken.

Monitoring of physical/financial progress is one of the most
important necds at rhis stage. Various forms like PC-11I1 and PH forms
are used for project monitoring. However, despite the use of these forms

monitoring is still one of the weak points in the project cycle in Pakistan

I.10. PROJECT EVALUATION

Ex-post evaluation is undertaken to specify the deficiencies
in the earlier stages of the projeet cyele. They help identify the prob-
lems faced duriang the diffcrent stages and the factors responsible for the
failure of the projects (where they have failed). One of the greatest
advantages of ex-post evaluation is that it helps to improve subsequent
projects from lessons learnt so that the same mistakes do not get repeated
in replicative projects. Ex-post evaluation also helps to improve all the
stapes of the cycle from formulation to handling implementation lags in

successive projeets,

In Pakistan, ex-post evaluation is seldom undertaken. The

PC-v proforma is requited to be completed and sent to the central or
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Provincial planning agencies on a yearly basis after the completion

of the project, But this is rarely done by the sponsors.

Another drawback is that evaluation needs to be done
by an independent agency with no vested interest in showing the

success or failure of the project. One such example is an evaluation

exercise commissioned by the Women's Division (Cabinet Diwvision),
Government of Pakistan, and conducted by the present author at the
Centre for Applied Economie Studies, University of Peshawar, vide

An Assessment of the Impact of Women Projects and Programmes on Women
and their Families in N W.,F.Province. The findings of this study

were presented to the Division at a session specially arranged for

the purpose and chaired by the Secretary, Women's Division on November

04, 1987




11

125

13

15

16.

17.

18

45

ROTES

UNIDO, The Inictiation and Implementation of Industrial
Projects in Developing Countries, p.3J.

Loc. cit,

Baum, W.C., The-Prnjact Cycle in Finance and Development,
Vol.15, No.4, 1978 pp.10-17.

Benjamin, M,P., Investment Projects in Agriculture, p.1.
Ibid., pp.4-=5.

Ibid., pp.9=10.

Al-Jalaly, 8.2Z., Concepts in Project Economics, pp.71-72
1bid., pp.32-33;

Ibid., pp. 16-17,

Benjamin, M P, , Investment Projects in Agriculture, p 13.

Gittinger, J. P.,, Economic Analysis of Apricultural Projeccts,
P 3

Hirschman, A.O0., Development Projects Observed, p.1.

U N. Department of Economic and Social Affairs, Administra-
tion of Development Programmes and Projects: Some
Issues (N.Y. U.N.1971), p.V.

lirsehman, A.0O., op. elt., p. 169,

Gittinger, J P.,, Economic Analysis of Agricultural Projects,
| L

Rondinelli D., Planning and Implementation of Development
Projects: An Introduction, p.23

These are the enhanced powers as sanctioned in the ECNEC
Meeting of July 09, 1987,

Government of Pakistan, Planning and Development Division,
No.20(1)DA/PC/B7, Movember 15, 1987



19,

20,

21

22,

"

46

Veiteh, M , Project Planning Process in Pakisctan, Report
to the Planning Commission, pp 12-13.

1bid., pp.31=32.

WD was bifurcated into B4R (Building and Roads) and
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tion

This information is essentially derived from the N W.F.P,,
but may well obtain for other provinces also.



_ Chapter 11

APPRAISAL ANMD APPROVAL

This Chapter has two parts - part I, which gives the
theoretical framework, and partc 11, which presents the appraisal

and approval process in Pakistan,

PART 1 = THE THEORETICAL FRAMEWORK

I1.1. INTRODUCTION

Project appraisal is also referred to as project analysis
and is undertaken to guide the decision-maker in accepting or rejecting
an investment proposal through well laid out decision criteria. The
most important function of project appraisal is to evaluate the pro-

jeet's abilicy to meet its avowed cbjectives and its abilicty to contri-

bute towards the long term development and prowth of the national economy,

One of the main reasons for undertaking appraisal is to
prevent waste or misallocation of limited resources which have to be
allocated between competing claims/projects. It is thus necessary in
principle to define and value costs and benefits and measure their im-
pact on the development objectives. 1In some cases, it may be helpful
to place a project in the sectoral unntunu1.

' ¢ . 5 2
Projeet appraisal needs to answer two maln questions =
- "will the project as designed meet its

own objectives as well as the larger
needs of its location and the national

ecconomy 7

= how does the project compare with other
projects competing for the same funds?"
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This becomes relevant when there is a budget constraint and many projects

compete for the same limited funds

Project appraisal needs to be interpreted analytically.
It is more than just a set of techniques that can be applied to obtain
ready made answers The importance attached to the interpretation be-
comes more important when viewed in the setting, where resources are
allocated not in their first best but second best situation, or where

market prices do not equate the MSC and the MSV of the commodities

In order to handle this proeblem, project analysis makes
use of shadow pricing and cost-benefict analysis with imputed values.
These reflect the real economic values of costs and benefits, while
the market prices are employed for calculating private/commercial pro-
fitability

While carrying out project appraisal, the feasibility
exercise needs to be studied from technical through to the socio-poli-
tical aspects Often a project fails to reach its goal where the socio=
political impacts were overlooked. Similarly a preject may fall through
where there was too much emphasis on any one aspect CO the exclusion of

the other aspects. These problems can be overcome if the project is

appraised thoroughly from all aspects.
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APPRAISAL

view: Financial,

Projects may be appraised from 3 different points of

Economie and Soecial.

Financial analysis/appraisal attempts to measure
the Financial viability of the project and thus comple=
ments the economic analysis in accepting or rejecting

the project.

Both the financial and economic appraisals try to
predict the profictability of a project by comparing the
uxpecfud project costs with the expected benefits. Where
the benefits exceed the costs the project is accepted.
The difference between the two approaches lies in their
methods of calculating future costs and returns of the
project and their perspective on the meaning of the term
"profitable™. The financial appraisal looks at the pro=
ject from the point of view of the project for the same,
while cconomic appraisal estimates the returns from the

project to the economy as a whole.

This gives rise to three very important distine-

.3
tiong:



50

Firstly, under economic analysis taxes and subsidies
are treated as transfer payments and are not shown
in the cost and benefit stream of the project but
of the society, while for Ffinancial analysis they
are shown as the cost and benefit of the project

entity.

Secondly, in financial analysis, market prices are
generally used to express the costs and benefits
but in economic analysis adjustments are made to
the market prices to reflect the ppportunity costs
and thus the shadow or accounting prices are used
to reflect the costs and benefits. These are in
effect hypothetical prices and they aimat covering
the total impact of the project on the national

economy .

Thirdly, economic analysis does not separate interest on
capital, which is deducted from the gross return
gince it is a part of the total return to capital
that is available to the society. But under Einan-
cianl analysis, interest paid to external suppliers
of credit is deducted from the benefit stream. How-
ever imputed interest paid to the entity (under
consideration for financial analysis) is not shown

in the cosc scroam.
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11.2.1. Financial Appraisal

Where a project has many different beneficiaries

and parcicipating agencies, the financial analysis should

"

he done scparately in order to determine the financial
impact. This may be done at the entrepreneurs’' level,

beneficiaries' level and the government levels.

A. The important objectives at the entreprencurs’

level are the falluwingﬁ:

Assessing the incentive aspects of
the project. Will the assets
created by the project provide
sufficient additional revenue
after debt services, to act as

an incentive to undertake the
activities stipulated by the

project?

i Assessing the viability of the
project at the various stages.
This is important in integrated
operations where outputs at one
stage become inputs or raw mate=
rials in the next stage. Finan-
cial analysis needs to look at
the prices to determing whether it
will be sufficient for the output

suppliers at the first stage, toO
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sell to the factory, and whether it
would be viable to operate the plant

at this price level.

iii. Assessing the borrowers' repayment
capacity and the terms and conditions
of the lenders. The financial analysis
should be able to show the lenders the
project's capacity to meet amortisation
and interest payments on the debts in-
curred. Income and expenditure pro-=
jections can be used to determine the
appropriate scheduling for loan repay-=

ments and grace period.

B. At the beneficiaries' level, the objective is to
determine the contribution of the beneficiaries to
.project costs. This shows the level of taxes or
levies that need to be imposed on the bheneficiaries,
and is normally applicable to capital intensive
projects where sSome measures may be needed te recover
the public investments made, e.g. irrigation, roads,

bridges, etc.
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C. 1n order to determine the impact on the govern-

ment budpgets, the objectives of the financial analysis

are the following:

—

to formulate the financial plan of

the project, This is expressed

through the sources and uses of-funds,
and should indicate the contribution

of the lending agencies, the government
and other sources. These should be
shown in the form of tables indicating
government contribution in the form of
grant /equity, loan funds, credit funds,
alonpg with external sources like Aupp-
liers eredicr, internal market bhorrowing,
and contribution from other sources like

disposal of existing assets, etc.

The use of funds should also be revealed
in broad categories like building cons=
truction, machinery,etc., along with a
proposed phasing of expenditure on a
year by year basis over the disbursement

period.
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ii. to assess the impact on the government
budget. This should reveal the effect
of the project on the budger in terms
of income and expenditure, e.g. expen=
diture in terms of the grants and equity,
where ne repayment is made; loans at
lower than market rates of interest;
subsidies and costs of services (roads,
eloctrification, rails, etc.) provided
by government., LIncome from the project
includes the taxes on profits arising
from production along with indirect
benefits that can be identified and

valued.

17.2.2. Economic and Social Appraisal

This approach to the appraisal of the project empha-
sizes the project's impact on the economy as a whole. 1t tries
to give a measure of the benefits in quantitative terms and
the distribution of the benefits {(where it infringes on the

social appraisal).

The impact of the project in carrying out this

§ . . g
analysis may be seen 1n relaction to the following °

o employment ereation

o rural-urban migration

o standard of living

o share of the income generated

by the project according to
the poorest group in the project

area.



55

Where the aim is to close the gap of disparity in
income and employment (inter or intra-regional) it is re-
flected in the economic appraisal in terms of location and
technology employed in the project (whether capital or labour
intensive). This then moves inte the domain of social
appraisal, which looks into the income distribution impact

of the project,

In terms of economic benefits (of nutritien projects),
it needs to be designed so that the project's output is direc-
ted towards some specific target groups of beneficiaries which
includes giving income weights to the different groups of
people. This is again the sphere both of economic as well as

social appraisal.

Social appraisal is an extension of the economic

appraisal and further shows:

o identification of project

beneficiaries by income groups

o application of weights to the

income group

o stress on the inter-temporal
aspects of consumption and
i LRALE Y

savings.
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11.3. STEPS FOR CONDUCTING FINANCIAL
AND ECONOMIC APPRAISAL

The costs are broken down into capital and operating costs
and in the financial appraisal, these are estimated at market prices while
for economic appraisal, adjustments are made in the market prices of direct
costs to arrive at the shadow prices. This is also called the opportunicty
cost, i.e., the value of the factor in its alternative use., The indirect
costs of the project, also called secondary costs may need to be accounted
far, too. The calculations of these secondary cosSEs is a different and

controversial one,.

The benefits of the project also need to be calculated year
by year just like the costs, and expressed in monetary terms for the same
period. 1In the economic analysis, these benefits also need to be expressed

in terms of shadow prices. The indirect benefics must also be considered.

Once the costs and benefits have been identified, quantified
and valued, they need to be expressed in the present-worth form with the
help of the discount tables, This needs to be undertaken to enable the
costs and benefits to be compared which in.fact occur at different time
periods. For axnmplu,custs!umerallytmuur;hnthuﬂarliﬂr life of the projeet
;hilu benefits follow after a rtime lapse. Now the total discouncted future
costs can be compared with the total discounted future benefitas., The

decision rules can be applied to determine the acceptability of the projects.
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I1.4. DECISION RULES

The three main tools used in financial and economic analysis
are the Benefit-Cost Ratio, The Net Present Worth and the Internal Rate

of Return.

The Benefit-Cost Ratio is obtained by dividing the dis-
counted benefit flow by the discounted cost flow (discounted at a cost

that reflects the opportunity cost of capital). Mathematically, it is

n
£ Bt = 2:-1 ce
= i]-l-ii: . . i]fljz

In order to be acceptable, the project's benefit-cost ratio must be pgreater

than one implying that the discounted benefits exceed the discounted cosSts.

The Net Present Worth may be computed by finding the diffe-
rence berween the discounted benefit and discounted cost stream (both the
streams being discounted at the opportumity ceost of capital) . Mathemati=

cally, it is

Bt - Ct
L=1 T + 1)¢F
A project is acceptable if the NPV is positive. The disadvantage ia that NPV
as a tool is nort useful h;chomﬁnghetuean alternative projects but can be used

to choose between mutually exclusive projects.
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The Intenrnal Rate of Retuan is the discount rate that

makes the NPV equal to zero. "It is the maximum interest that a project

could pay for the resources employed, if the project is ro recover its

investment and operating costs and still break even“ﬁ. Mathematically,

»

it 1is

z Bt - Ct
ﬁt (1w e

Where Br

Benefit in year t,
Ct = Cost in year ¢,
i = Interest Rate (discount}

t_I-l-lnp--l-Elnl-t--n

In order to be acceptable the project's Internal Rate of Return (IRR)
must be above the opportunity cost of capital. A word of caution is,
however, in place here. The IRR should not be used to choose between

mutually exclusive projects.

In financial analysis, the IRR is called the Internal
Financial Rate of Return and is derived by using the actual or projected
market prices while for economic appraisal, it is called the economic
rate of return (ERR) and is based on the estimate of the "economic

value"™ of inputs and ocutpuls.
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I1.5. FINANCIAL RATIOS

Financial ratios are used in the financial analysis to "form
judgements about the efficiency of enterprise, its returns on key aggre-

gates and its credit uarthineséﬂ.

The ratics are calculated from the financial statements of

the enterprise. Some of the important ratios are the following:

£. Tnventory fuanwer:- This indicates
the inventory needed to sup-

port a given level of sales:

Cost of Coods Sold
Inventory

if, Operating ratio |(percent):- This shows
the way management 1is able to

control operating costs:

Operating Expenscs
Revenue

16 1 52 Return on equify:- This is an important
ratio in that it guides the in-

vestment decision of owners

Net Income after Taxes
Equity
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iv, Cunrrent Ratio:- This shows the margin the
current assets can shrink in value
before the firm starts facing prob-

lems in returning the debrs:

Current Assecs
Current Liabilicties

v, Debt-Equity Ratio:- This is an important ratie
which shows the relacionship between debts
and equity in the Finaneial structure. Debts
have fixed interest rates and in hard times,
these have to be mer. As such, the equity
has to act as a cushion which can absorb

losses. It is calculated as:

Long Term Liabilities
Long Term Liabilities + Equity

and

Equit
Long Term Liabilities + Equity

vi. Debt-Service Coverage Ratio:- This shows the
: firm's ability to meet debt obligations

from operating funds. It is calculated
as!

Net Income + Depreciation + Interest Paid

Interest Puld + Repayment of Long Term Loans
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11.6., HEW CBA METHODS

Since the latter half of 1960 and into the 19708 some
new versions of the Cost-Benefit Analysis have been developed. These

are the Little and Mirlees (LM), the Squire and van der Tak (SVT),

and the UNIDO methods.

The new approach furnishes the bases of the shadow pri-
cing methods, and the inclusion of the distribution aspect in the
analysis giving rise to the social prices. Shadow prices reflect
the opportunity costs of the factors of production and thus it is the
real value that is reflected by these prices rather than the monetary
value. The distributional aspect deals with the distribution of con-
sumption (benefits) between the different groups where consumption
weights may be used to manipulate income distribution. The second
aspect of distribution ig the distribution of consumption (benefits)
between present and future generations. This introduces the impor-
tance of a saving premium, and belongs To the sphere of social
appraisal. The same steps as of economic appraisal are used for

social appraisal aleng with the inclusion of the digstributional

ﬂnpﬁﬂt .




62

IT.T. SKEADOW PRICES

Shadow prices are defined as the "value of the contribution
to a cnuntryﬁ basie¢ sccio-econcmic objectives, made by any marginal
change in the availability of commodities or factors of pruductiunﬂa
They are popularly referred to as opportunity costs and may also be
called the "second best™ prices, They are derived for an economy
where price distortions. exist and market prices do not refleet the
true value of inputs and outputs. Shadow prices provide information as
will enable projects to be selected on the basis of their real contribu=-

tien (both benefits and costs) ro the economy .

Social cost benefit analysis also uses shadow prices
to incorporate policy objectives such as inter and intra-temporal
distribution of income and consumption of the different classes in the
Eﬂnnnm}g. These can be seen in the values assigned to the following
parameters.
d = Private Sector Consumption

at consumption level C relative
to that of the average consump-

’ tion
D = The summary distriburion measure
n = Elasticity of marginal urilicy

with respect to consumption

i = The government discount rate for
consumption which expresses the
povernmentt valuation of consump-
tion at different points in time.
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The government canm influence the consumption-saving trade

of f with the use of these afore-mmentioned parameters.

Shadow prices need to be done selectively based on the
importance of the resources in the cost-benefit stream of the project
and the measure of divergence of the economie prices and the market
prices of the resources in question. The main resources shadow priced
are labour, capital/investment, foreign exchange and traded, non-traded

goods .

The main methods of shadow pricing commonly in use are the
UNIDO method, the Little and Mirlees (LM) methods and the Squire van der

Tak method. A comparative statement of the three methods is shown on the

following page.
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Numeraire

WIDo

M

SVT

Aggregate consumption

= net output(discounted), or "net
present consumption benefits in the .
hands of people ar the base lewvel of
consumption im the private sector im
term of constant _wwnu domestic

Un-committed social income
measured in terms of convertible
foreign exchange g

world price is correct and
investment should be favoured
against consumption(second

-Un-committed publie income

measured in terms of fully
convertable currency

~Similar to LM (revised)

accounting rupee! . aspect)
Shadow Price P '= hmnmwm " So = 14e T "
of Invest- ol wuma i nal . dﬂﬂﬁTﬁ.ﬁn_na_v:_+ T+ 1#12) v
nant where s marginal rate of saving | 1y 12 vhare

q = marginal productivity
of capital

i = social discount rate

hich deduct

Bt = OV

t=1

for

where
B = total consumption benefit
from an investment

Bt= Gonsumption benefit in
year "t"

any

= (consumed)}+(reinvested)
= (1-s)q+s.q.pI¥V

Thus el

pINV. N\ _:rmufm._,zcm...._
£=1 (1+i)t

So

x (Co-m2)nz+ (14r)) (1+4r2)
M_+p_um_+mmM~_+mug
8|

x (Cy-m3lng..veunr. where

= fatio of the P.V. of unit of
investment related to current
consumption generated by in-
dustrial employment

= Return from public investment
which is reinvested

= gocial discount rate

= Consumption of wage earner
out of wags payment

= marginal productivicty of un-
skilled labour in agriculture

= no. of newly employed unskilled
workers

W =social walue of private consumption
wic) " -
= t
"W PHREGIRITHRR RAFTRA Thcome
level of social groups af=-
fected by the project and
the average income of the

developing country

wle)= weight of a unit of private
consumption

w(c)= weight of a unit of consumption
of social group at average

income €

V= mmmw.l valuation of public earn-
ings Vs. consumption of
social group at average

income E
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UNIDO LM SVT
INV
_(1-s)q + P sq where ¢, i, (1-r), (c-m)n are Wow step I 7 "
i 3 ﬂﬂnw o (B) as Ue= ¢ T and
v INV SIRAEAE o A5, W@ e -a
P .F = (1-s)q + P* .sq. 8 = (C-m)n Ug= €
= where

Hmuugu = (1-3)q
1H=¢ = (1-s)q

1i-5q

n = glasticity of marginal utilicy
of additional consumption
=0 to 2

Uc and UZ = marginal utility of
consumption at consumption
level ¢ and €

step II
V= urmnﬂﬂ price of public investment
- 4 20
nhdﬂﬂiiu i.B
vhere

B = exchange rate correction factor
against the price ° distortion
influence of trade restriction

= shadow price of consumption

B = m+ X 21
nxﬂ_+wnu+xﬂuunm#_

where
m = ClF value of imports

%x = fob value of exports(in
the marginal consumption bundle
nH = average tax om imports

ﬁ”..n.l average Lax on exporcs
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Shadow Price
of Foreign
Exchange

x = fob value of all exports

Tm= Total value of all taxes
on imports; import subsidies
are negative raxes

i

§x = Total value of all export
subsidies; export taxes

being negative subsidies

- UNIDO o LM SVT
£ P;v N o P
= + —i—
mT.._ n\! i CIF M: e T Two part solutien good
MW 1=n+l 4 ﬂ
where g
F . : r °p =3 I ¢
ﬁ: = $hadow Price of foreign exchange fraded non-traded traded non-traded
= H w = N R
1= = Dongneic-pelow raded non unskilled — traded mnon unskilled
i P stage L traded labour stage I traded labour
m.mowa Export price — m.._.an_ non unskilled =
gtage II traded labour
CIF_ . r | 1 It is stopped at stage Il
uw Eaport. pricd raded non unskilled ini " ded" multipl
stage III traded labour .ﬂmaw ning "non-traded” multiply
Another formula f (negligible) .by B.
12 @ where B = standard conversion
Am+aE“ “ HW¢muw factor(consumption)
stige 1V non skilled . OER
M = CIF value of 2ll imports MMWMM traded craded | labour SER

If stage IV is reached

1) traded = at CIF or fob price

2) unskilled = shadow price of
unskilled labour

1f stage IIT is reachad

labour

over and above

remaining

non-traded multiplied by S5CF

SCF = 1/P"
u

of UNIDO
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Unskilled
Labour

UNIDO LM SVT
K, INV 1 1 16 22
SWR, = M + S(P" ' W SWRp=[M +(C - C)+(1- wmQﬁnqau_xmnm SWRy = M, + (4 - m)B
Where Where Where
M = Opportunity Cost of M = Opportunity Cost of unskilled M = Opportunity Cost of unskilled
Unskilled Labour Labour Labour at domestic price
s* = Rate of Saving of Tax Payer or ¢! = Additonal resources given to a = Conversion factor for output
Investing Capital Owners "K" consumption foregone for converting from
domestic to world price
pIV. Shadow price of Investment ¢ = Consumption level of wage B = Conversion factor for con-—
eaTner sumption good (world price/

W = Market Wage

Deduct the follewing

m:ﬂ: = (Direct + Indirect) loss of
consumption

= (Loss of consumpdon in sector
where labour is withdrawn)

+ (Loss of consumption by capital
owners)

+ (Loss of Investment by Capital
owners)

=W(which is fully consumed)
= m+ﬁ_-mnuz+mn.z.uﬂzqna
= Mes¥ (PN Vo)

domestic price)

So = Value of investment(from shadow w-m= Labour's foregone marginal
price of investment) product

1 i
7y Value of consumption expressed

as cthe value of investment

Another form
W d
SWRy lxrfﬁclﬂunwrﬂu
where _
4= @"
e mfm

where n, q, i are same as
in shadow price of investment

23

Short form

SWR, = Hn_i mmﬁn-au_mnm

For maximum value of v
= mmmwnu /B where s=Propensity

ito save
- (1-s)g
1=
For minimum value of V
=4

1.B
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L3
Uy 1no LM SVT
Discount rate CRI = Consumption ratz of interest ARI = Accounting rate of interest Two approachas of ARL

=4 One umnna-nr
similar to LY
) q 24

VB

ARD = Sq+(i=§

where
g = marginal productivicy of
ccapital

I

= marginal rate of saving

=1

= waluation of public income

ART = p¢C'n-wm 17 . Yz, private consumption
B = conversion factor of q from

where ) .
r = the un-committed social income domestic to world market price

generated per unit of investment thus

n = employment of labour per unie of ARL = rate of reinvestment+rate of
investzent consumption generated in terms

w = shadow wage rate of nuseraire

C'= additicnal resources for consumps mmmm.nm.l.l.“%wunlﬁ

tion.
where h adjusts for distributiomal

impact of public investmeat on
private sector consumption. Also

1
h= n_imunnﬂlqMI_ where

§ = proportion of g sceruing’ o
public sector and private
savings

(1=5)= proporriomn of q to private
consumption (to average level
of consumption)

co ART = q=[(1-8)q (1G]

- sq+(1-S)ga-

CRI = i = ne+p26

where n= elasticity of the margina
ucility of consusmption
with regard to change in
per capita invome 1

g= growth rate of average per

capita consumption
P= rate of pute time preference
Values suggested
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IT.8. COST-EFFECTIVENESS ANALYSIS

Where the huneEiLu of the project cannot be gquantified and
expressed in monetary terms, the use of cost-benefit analysis becomes
a problem. Take for example, the value or benefits of the number of
lives saved, or a rise in literary rate, etc. Under these conditions
the cost effectiveness method is employed to assess the desirability of
a project. The costs are quantified and valued and then the least-cost
method of achieving the objectives is determined, or alternatively, the
maximum benefits that can be achieved with the given level of costs., Her:
benefits are measured in physical units like number of lives saved, etc.
The drawback of this method is that it is difficult to choose between
projects producing different types of benefits. Secondly, fe is diffi-
cult to determine whether the benefits will exceed the.costs or not. How:
ever, it is an important tool for project selection where the benefics

cannot be valued in menetary terms.

11.9, OTHER METHODS EMPLOYED

- Pay Back perieod,
- Cut off period,

= Decision Matrices
The pay-back peried is an undiscounted measure of project

worth which refers to the time needed to recover
the costs of the project. The shorter the period,
the better the chances of the project being accep-
ted.

The cut-of4 peniod is one where a specific time is chosen
in the future. A project to be acceptable must
be able to cover all its costs by that given

period,
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The decision matriceis used to compare projects on a

number of criteria, e.g., jobs ereated, pro-
portion of income generated going to the

poorest section, ete.

11.1Q.ASPECTS OF hPFRAIShLiB

Projects are appraised from various aspects. These in-

clude the following:

a) Technical aspect:- This deals with the input=
putput, cost-benefit relations and the
technical design of the project. 1t is
also concerned with the input supplies
and outputs produced, and identifies
gaps in information that must be comple=-
ted during the planning stage. 1t deals
with the current methods practiced in
order to recommend a suitable technology

along with technical alternatives.

b commencial aspect:- This deals with information
about market amalysis like the availability

of inputs and a market for effective demand

of the output at appropriate prices. 1t also

looks into the finance for supply of inputs

and credits along with channels for inputs.
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e) Institutional aspecds:- ‘This aspect
has a direct bearing on the implementation.
It deals with the appropriateness of the
setting of the project in terms of socio-
cultural values. The project must be rela-
ted to the institutional structure in the
region and country. These must be brought

out in this aspect of project appraisal.

d) Managerial aspect:- This deals with the
availability of skilled managerial staff to
execute the project. Where this skill is
absent, measures must be taken to provide
training. Where expatriate management is
needed, it must be reflecrted in this aspect.
However, the project should be so designed

as to overcome the management problem.

e) Soecial aspect/Envinonment aspeet:- Social aspect
has to look into the definition of the target
groups with a view co improving their income
levels, nutrition and the overall quality of
life. Moreover,the the project should not
introduce any negative social effects by widen-
ing the income disparity (where it does not
positively aim towards a target group of poor
income). Furthermore, the project should be
responsive te national objectives and not affect
the existing pattern like unemployment by the in-

:rudue;iun of capital intensive technology.
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The adverse effects on the environment also
need to be taken into consideration. For
example, the impact of the project on ecology,
rainfall, river flows, health effects, soil

erosion, over expleitatien of minerals, etc.

£ Financial aspeet:- This deals with detailed costing
along with the financial effects on all the
participants. Detail budgets must be drawn
and then judgement made of the project's
financial efficiency, incentives, eredit

worthiness, etc.

The Financial position of the participants
along with their needs for credit must be
shown together with informacion about

the net incremental benefics.

Assessments also need to be made about the
incentives given to the participants and

their effects. The financial aspects of the
administration must also be shown like the
requirements and timings of these require-
ments for funds by thepreject, the sources of
funds, various types of costs of the project,

etc.

The fiscal neecds, like the increase in revenue
through taxation of output oF costs of provid=-
ing subsidy (where needed and provided) must

also be reflected. IE foreign exchange is
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involved in the project then the coest te the
government in providing this foreign finance

must be shown.

g) Economic aspect:- This looks into the impact or
contribution of the project to the national
economy, whether it jusctifies the use of

scarce resources by the project oOr not.

I1.11, SENSITIVITY

Due to uncertainty, sensitivity analysis needs to be under-
taken to see the impact on the profitability of the project, where the
events that follow happen to be different from those anticipated. This
analysis is shown by varying the different variables upwards and downwards
by a certain percentage and see¢ how it affects the NPV of the project. The
variablés tested normally are changes in the prices of inputs and outputs,
cost overruns, impact on benefits due to Hme overruns and changes in

yield (for agricultural projects) .

The analysis provides guidelines on the variables that are
most sensitive to changes and hence need to be carefully monitored during

implementation,
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PART 2 ~- APPRAISAL AND APPROVAL PROCESS
IN PAKISTAN

Project approval normally follows project appraisal. In
Pakistan, this practice is maintained but both the processes are combined

into a single project authorization procedure,

IT 1'%, ﬁLEEruisal

Project appraisal is done by the Project Wing
and the various technical sections of the Planning
Commission that specialize in the different sectoral
aspects. Financial and economic/social appraisal is
the reponsibility of this wing. Technical, financial,
managerial and organizational aspects of the project

are all appraised,

Appraisal by the Technical Secxianzg

The technical feasibility and cost=

estimates of a proposed project are checked.

As a general rule, measurable units of cests

are taken from similar approved projects and
then compared with the project under apprai-
sal. The costs of labour, machinery, material
transportation, etc. are obtained from apencies
like CDA, Pakistan Railways Board, WAPDA, NESPAK

etc. The design of the project is also looked
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into to guarantee economical use of resources

and satisfactory technical standards with

maximum attainable benefits.

An important consideration in the apprai-

sal process is to ensure that the projeet is in

keeping with the National Development Plan and

development objectives of the region where the

project is located.

11.12.2. Financial Appraisal

This is conducted by the Projects' Wing

as well as the technical sections.

The costs. and benefits flows are carefully
checked to determine the validity of the
data and the different technical seecions
are responsible for this appraisal. Inm
situations of dissatisfaction, further
information may be requested from the spon-—
sors and the cashflow statement then amen-

ded accordingly, if needed.

The Benefit-Cost, Net Present Worth and
Internal Rate of Return are calculated
on the original and revised data. Where
alternative projects exist, the NPV is

generally used.
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The location, supply of raw materials,
process to be used, market demand, in=-
frastructure, supply of managerial tech-
nical and other types of manpower, build-
ing size, design, along with the scope of
future expansion of plant capacity etc.,
and in the case of industrial projects,

the plant size and scale, are all appraised.

iv., The sources of finance, its phasing out, the
terms and conditions of tie loans are seruci=
nized along with the project’'s ability to
meet the charges, based on the projected

benefits and cosCs.

v. For very large projects, the PC-11 (pre-
investment) forms are prepared and then
the technical details are brought into the
pc-1 form which is then appraised in the
above mentioned way by the technical ex-
perts at the Planning Commission at the
federal level and the Planning and Develop-

ment agencies at the provincial level.

11.12.3. Economic/Secial Appraisal

This is the responsibility of the Projects' Wing.
A partial economic analysis is undertaken by excluding
duties and using the shadow wage rate. However, all costs
and benefits are not valued by accounting prices. Besides,

external costs and benefits are not quantified in any way.
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For social sector projects where cost-benefit
analysis is not applicable, the cost per unit of outpur is
calculated. The technical viability differs from project
to project in the different sectors therefore the technical
tests and yard-sticks also differ. Thus each project is
first tested and scrutinized on its own merit in terms of
its costs, benefits, technical details and objectives. For
example, the yard-sticks to appraise a hospital will need
to be different from those used for a road or school.

Social appraisal of projects with income discribu=-
tion aspects along with identification of beneficiaries by
different income groups is not requested for in the project
documents. For very large projects in the production sec-
tors, shadow prices are estimated and used, but this is not

applicable to all the scctors or all the projects.

I1.12.4. Sensitivity Analysis

Also undertaken by the Projects' Wing, this is
sometimes applied to account for risks and uncertainty or

simply for unreliable basic data of costs and bhenefits.
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The results of the appraisal are then circulated
to the technical section concerned with the project and
to the Davﬁlupment Authorization Section which coordinates
the procedure for the approval of projects gubmicted to
the Planning Division by Ministries, pivisiens, Provincial

Departments and Autonomous Agencies.

11.13. PROJECT APPROVAL

The authority for project approval varies with the origin
and size of the project, Small projects may be approved by the Secretary
of the Department or Departmental Sub-committees. For larger projects, it

has to pass through different authorities as given in Charc-IL

The Inter-Departmental institutions provide a forum at each
level for discussions on various aspects of the development projects

before approval.

I1.13.1. The Appraisal and ﬁEpruval
F:ucagureﬁn of the Planning

Division

o The sponsoring agency sends the PC-1/PC-I1
to the Planning Division which is received
by the D.A. Section where a file is opened
and sent to the section officer. After
scrutiny by the Section Officer , it is
forwarded to his Assistant for necessary

action.
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THE APPROVAL PROCESS

Prime Minister 1

v

. 4

Nutivnal Feonomic Council ,I

Federal Miniscries

® Approves 5 year plans

® Approves annual plans

®* Approves Projects
over Rs.ﬁﬂma$linn (non-recurring costa)

[ cowe |

® Approves Federal Projects between 20 to
60 million (non-tecurring costs)

® Acets as clearance for larger

projects

[ hIF and D Division

T 1 :

POWE

® Federal Projects under
Rs.20 million{non-recurring)

? Clearance for larger projects

{

1

® Provincial Projects up to
s, 60 million(non-recurring)

® Clearance for larger projects

Hiuiutriusfhgnﬁuies

® Project Review

* Projeecr Concept

* Preparation of PC-I

1\

I Provineial P and D DnEnrnmen;l

Provincial Secretary

® Provincial Projects under
Rs.20 million(non recurring)

® Cleavance for larger projects

[ Provineial Doparctments

"® Project Concept

® Prepare PC-1
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The clerk in the Assistants office enters
it in a register and allocates a reference
number, which shows the date of receipt,
serial number, name of the development plan
and the file number.

From here onwards, the movement of the
file is strictly watched.

The file is then sent back to the Section
Officer for comments and recommendation.

The Secretary or Additional Secretary re-
views and approves /makes recommendations.
The file next goes back to the D.A. Section
with copies sent to CDWP, sponsoring agen-
cies and other relevant agencies., Within
the given time, replies are expected about
appraisal.

The technical section appraises the project
document and forwards it to the D.A. Section

for comments.

The D.A. Section requests/arranges a meeting
of the CDWP, prepares and circulates the
agenda.

The CDWP considers the project and all clari-
fications get channelled through the D.A.

Section and the case is again presented before
the CDWP.
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A summary draft of CDWP's recommendation
is prepared and edited by the responsible
technical section.

The Deputy Secretary sends the draft to
the Secretary for approval which is then
cyclostyled and eirculated.

Documentation of the proposed development

projects are forwarded for presentation to
ECNEC.

The ECNEC then reviews the project. Sub-
sequently, the minutes of the meeting are

sent to the D.A. Section with the decision.

The D.A. Section cyclostyles and circulaces

the minutes with the decision,

The file is finally sent to the sponsoring

agency for necessary action (see Chare-II).

Provinecial

Departmental Development Working Parties

(DDWPs):- The Secretary or Head of every

provineial department can sanction projects
within certain ceilings (presently, under
Rs.20 million) in consultation with the
finance department.
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DETAIL FLOW OF PC=T AND PC-11

L?rutll:inl."i‘liqral Agencius j

v

82

LPC-I;"PE—II kecvived from Initiating Agency ’ D.A. Seetion

| Pite Opencd and Sanc co Section Officer

—

|Pil¢ £0 the Aswistant with Lnstruccion for u:imq

v

| BC-T/PC-11 {8 logged ]

¥

nofer Anulyule

e

_f D.A. Section

D.A. Section

D.A, Section
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V.

9

|_ File to D.A. Section

=

Clarification
Obtained

D.A, .L
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e ‘{Hreulnu Lo COWP, Sponsoring Agency and Others

—l' B.A. Sectlon

D.A. Section to
Technical Section

i 5
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[

___cChup |

S T

Source: EDS, World Report to the

'nﬁimuﬁ_umm_l

i Decision & Minutes of CoMy Cleaularad

| Federal Agency Davelopment Plan

. L1

- .
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i

Drafe Edited by ~Tochnlcal Sucgion |
: !

l File to Seeretury for Final Approval

f

Apprave C and

v

[ Documents co Cabinet i_r;p.ru-t_._t_r Lar _]
T

N

rbct:-i.un snd Minutes

Scnt by Cabinet Secrerariac

V)

I Deciision dnd Mianuces Circulated ]

¥

! File Beturngd tn .'lrmu.r.i.u.u.,nx..nau_-l

[ Action/Fyecution |

Government of Pakistan 3

Flanning and Develo
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pment Division,
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ii. Provinecial Development Working Parties (PDWPs):~-

The Technical Sections and the Project Apprai-
sal Section of the Planning and Development
Departments carry out the technical, fimancial
and economic analysis of the projects sponsored
by the provincial executive departments. A
consolidated agenda is then submitted to the
PDWP. The meeting is presided over by the
Chairman/Addictional Chief Secretary(Development),
Projects with non-recurring expenditure under
Rs.&&” million can be sanctioned by the body.
For projects costing more than Rs.60 million
the projects are sent to the Planning Commission

along with the views of the PDWP.

I1.13.3. Federal

i, Development Working Parties of Federal

Ministries and Divisiong- Federal Ministries/

Divisions can sanction projects costing Rs.20
million non-recurring. They are required to
set up Departmentd Development Working Parties
(DDWP) to examine theprojects before giving
approval. They are also supposed to have
proper planning and monitoring units within

their orpanizations,

ii. Central Development Working Party (CDWP):-

Projects of the Federal Ministries costing
between Rs.20 million to Rs.60 million and
Provincial Government projects costing over
Rs.60 million must undergo technical, finan-

cial and economic analysis by the technical
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sections and the Project Appraisal section
of the Planning and Development Division,

A consolidated agenda of these projects is
then submitted by the Development Authoriza-
tion (D.A.) section to the CDWP. The
Secretary Planning presides over this meet-
ing., The CDWP can sanction Development
Projects up to Rs.60 million non-recurring.
Provineial projects costing more than Rs.60
million are also scrutinized and the recom-

mendations are then submitted ro the ECNEC.

Special Central Development Working Parties

{(Special CDWP):= The meeting is presided

by the Minister for Planning and Development
to examine projeects that invelve specifie

issues and need high level consideration.

Executive Committee of the National Economic

Council (ECNEC):- This is presided over by
the Federal Minister of Finance and gives
approval for the Development Projects that
have been cleared by the CDWP and cost more
than Rs.60 million non=recurring, along with
the projects submitted by the special CDWP.
It also #supervises the implementation of the
economic policies laid down by NEC and can
make moderate changes in the plan and sectoral
read justmentswithin the overall plan alleca-

tion.
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v. Concept Clearance Committee:- This functions

under the Secretary Planning. All executing
agencies are required to first obtain the
clearance of the concept of the projects be-
fore they can start even preliminary discus-
Sions with aid giving apgencies. However, there
are loop holes and projects may circumvert this

committee.

vi, National Economic Counecil (NEC):- It is

presided over by the Prime-Minister and
gives approval for the anmnual plans and

programmes and the 5 year plans.

vii. Funding of Development Projects through ADP:-

The Annual Pevelopment Programme consists of
all those projects which have already received
approval through the normal machinery. These
are thus the projects that receive the funds

needed for their implementacion.

At the appraisal phase, projects are appraised in iso-
lation. These different projects and programmes are compared
at the time of the finalization of the capital budget. Since
top priority is given to the Dn-gu{ng projects which happen
to be large federal projects,this works against small projects
mostly in the social sectors, which may not get implemented

even after having received approval,
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Anticipatory Approval

There are two situartions where un-approved projects
may be included in the ADP., Firstly, high priority urgent
projects might get implemented through ANTICIPATORY APPROVAL
of the Chairman, ECNEC, in anticipation of the final approval
by the relevant authority. Secondly, some un-approved pro-
jects which are technically un-approved but are at different
stages of appraisal and approval may get included in the ADP.

lowever, funds many not he released till the project has been

approved by the relevant authority.

IT.14. APPRATSAL AND APPROVAL METHODS
FOR PRIVATE SECTOR PROJECTS

Various policies have been laid down by the government for
development banks/financial institutions funding priﬁn:a sgetor projects,
with sanctioning powers and the necessary procedures clearly demarcated.
Credit institutions 1ike ADBP, PICIC, IDBP, HBFC, NDFC, NIT, ICP, ete.,
all operate under given acts and ordinances. 1In their lending policies,
the approval of the federal and provincial governments may need to oe

taken before loans can be given.
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All these institutions have their own appraisal and evalua-
tion cells, where the economic and technical feasibility of projects are

undertaken along with the eredit worthiness of the sponsors.

Public wutilities and autonomous agencies like WAPDA, CDA,
other provincial and metropolitan development authorities, T&T, and CCI
and E also undertake full scrutiny prior to the issue of road permits,

import and export licences, ete.

According to the larest policy, however, an "Investment
Board" is to be set up with a one window operation whereby entrepreneurs
will be able to invest up to a certain ceiling without going through
the approval procedure. The details of how this board is to cperate
and a3 to what is still required when the approval procedure is waived

yet remain to crystallizesee Annexure VI).



A8
N OTES

1. Meier, G M., Leading Issues in Economic Development, p.64&1,
2. Goodman, L,S., and R.N, Love, Project Planning and Management,

pp.101=-182,

3. Gittinger, J.P,, Economic Analysis of Agricultural Projects,
p. t5=-19,

4, Benjamin, M P., Investment Projects in Agriculture, p 128.
5. Ibid, p.153.

6. Gittinger, J . P., op. cit,, p. 329,

1. Ibid,, p.202,

8. SquireJL.and van der Tak, Economic Analysis of Projecrs, p.26.

9. Al=-Jalaly, §. 2., Handbook of Shadow Pricing, pp 4-5.

10, UNIDO, Guide .. to Practical Projept Appraisal: Social: Cost-Benefit Analysis

in Developing Countries, p.31.
11, ', Guidelines for Project Evaluatiemn, p.177.

12.UNIDO, Practical Appraisal of Tndustrial Projects: Application
of Social Cost-Benefit Analysis in Pakistan, p.14

13.Licetle, M.D. and J,A. Mirlees, Project Appraisal and Planning for
Developing Countries, p.145,

14.Ibid., p.252,
15.1bid., p.253.
16.Ibid., p.271,
17.1Ibid,, p.295.

18 .8quire L and van der Tak, Economic Analysis of Projects, p.28.
19. 1bid., pp.60-63,
20.Ibid., p.105,.
21.1bid., p. 59,
22.1bid_, p.84.
23.1Ibid., p.84.

24 .Ibid., p.114,

25.1bid., p. 114,



27.

28,

29.

30,

3.

R9

Howard, S.,, Project Appraisal and Evaluation Bulletin 14,pp. 3-10,

Gittinger, J.P,, op. cit., pp. 12-21,

EDS, World Corporation Report to the Planning and Development
Division, Government of Pakistan, p.I1,20,.

Ibid,, p.IL.16.

This is the revised figure as it stands at the present,



Chapter IIIX

PROJ E i AN TORI

II1.1. MANAGEMENT AND CONTROL IN
PROJECT IMPLEMENTATION

According to the World Bank, monitoring is "the timely
gathering of information in project inputs, activities and outputs
used as a mechanism to warn programme/project management about po=

i : ; i : R 1
tential implementation problems requiring corrective actions™ .

The main funtions of monitoring are:

= controlling of the progress of
implementation

- providing feed=back of informa-
tion to management

- detection and correction of
mistakes and shortcomings.

Monitoring is thus essentially a project specific activity.
It is a management tool with the basic aim of providing project manage-
ment timely information with backward and forward feedback to help in
the implementation decisions, and assess the progress of the project to-
wards achieving its goals within the given budget and stipulated time.
Before the initiation of the implementation stage, it is necessary to
have an implementation plan laying down the methodology to be followed

in implementimg the project. The need for monitoring, and having an
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implementation plan is derived from the fact that most projects face
problems during implementation. A sound monitoring system will thus
allow corrective actions to be taken in cases of deviation during the

execution of the implementacion plan.

IIT.1.1. Problems Faced During
Implementation=

Some of the problems whielh are commenly faced by

projects during implementation are:

- Cost overruns due to delay in project
construction, completion and implemen—
tation.

- Failure to maintain adequate informa-
tion flows to indicate achievement of
detailed performance targets,

- Lack of continuity, supervision and
problem solving assistance from inter-
national funding agencies.

- Tnsufficient capacity or lack of compe-
tence of local contractors.,

- Lack of adegquately trained and competent
project managers.

-’ Execessive fragmentation of responsibi-
lity for implementation among government
organizations/agencies.

- Inadequate resources and work scheduling
systems
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- Inadequate equipment specification.

- Delay in delivery and inability to
procure resources, materials and
supplies.

- Ineffective methods of budgeting.

- Overly complex or ineffective bidding
and contracting procedures,

- Conflict among staff or between project
administrators and professional staff.

= Faulty supervision and control by the
authorities responsible for project
implementation.

* Poor internal reporting and monitoring
procedure.

Implementation planning and monitoring are thus
interrelated which allows management to effectively con-
trol the project's progress and achieve the tarpets or

fulfil expectations.

111.1. 2. Constituents of the
Toiplementacion Plan

The implementation plan should be a blue print of
all the work involved in the project implementation. It

comprises the following:

i. Ptanning o4 Physical Work

This includes the work needed for the

construction of the project, like:

- acquisition of land

- design, drawing speci-
ficationgete.

= procurement and erection of
civil works.

- utilities and services -

- ddministrative decision

making at rthe different
stnges.
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The plan should show an assessment and

estimation of the guantity of work involved
with a breakdown into its activities, their
sequence, and their interrelacionships. It

ieg thus a detailed logical plan of work.

ii, Time Plan

This shows an catimate of the time needed
for every activity as well as for the project
as a whole, on the assumptions of no time/

resources constraint.

Next the work/activities are scheduled show-
iing thestarting and finishing time of each

activity.,

Various alternatives of the network analysis
like CPM, PERT, BAR Chart, etc. are employed

here.

This is then followed by a method of progress

reporting showing the work accomplished, work

in propress and changes in the duration, defi-
nition, etc. of furture work as a result of

feedback of information received,
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{id. Ingui Plaw

Along with the required input resources,
their availabilities have to be expli-
city identified and the two must be matbt=
ched. Furthermore the resource require-
ments should not be fluctuating. The
time plan must level the requiremenis with
the availability for every time pericd
both in terms of quantity and pateern of

use.

The input TFesource planning ineludes:

- jdentificarion of manpower,
material, construction, equip-
ment, and other inputs that
are scarce and.thus need proper
planning.

- Jdetermination of the total in-
puts required for the project
and break down of these require-
ments by time periods in conso=
nance with the time plan.

-~ reformulation oOr revision of the
time plan to account for a dis-
crepancy between the required
and available resources, should
such a discrepancy ever occur.

- firming up of realistiec cost
escimates.

The time plan and the input resource plam
need to be integrated. As a result, the
only problems that emerge during implemen:

tation will be the unforesecable problems
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iv. Egquipment Ordens
and EanIaanEa

Besides major items, the complete lisc

of equipment is not generally visible
in the implementation plan., A separate
schedule is used to order the list of
equipments. Often, this is independent
of the implementation plan and it may be
out of sequence with the implementation
plan leading to either over supply or
shortage of supply at a particular time
period. To over-come this problem the
start-time of the activities needs to
be taken from the time plan. The dates
of inviting tenders, receiving them,
analysing and placing orders for the
equipments must be determined for every

item.

v. Project Onganizafion

For succesaful implementation, it is
necessary to have an heirarcy of orgami-
sationswith clear cut responsibilities.
Furthermore, the posts need to be filled
with skilled personnel. The project
exccutive should be committed and ensure
that the project is implemented within
the given cost with committment at all
levels of the heirarcy. Furthermore,

the relevant management techniques should

be efficiently used.
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It is also necessary to decide on the
type of monitoring and management system
that will be employed during implementa-
tion, Report formats, data processing
and storage system, flow and commumica-
tion system; and variants of the net-
work, etc. that will be used should be
well planned to ensure control over the
implemenctation of the projecrc.

vi. Inter-Linkage of Activities

Where the activities are inter-linked
between different projects and the comple-
tion of one is dependent upon another
(c.p. industry and power provision),the
implementation. plan of a given project
should also indicate the complection dacte
of the related projecr, in the absence
of which the given project cannot be
completed on time. There should be co-
ordination between the implementation
plans of the related projects, which
(even though they are independent en-
tities bur they) are inter-depenedent

in terms of reaching the goal (e.g.

industry without power is incomplete).

vii. Financial Plan

The financial plan is necessary to ensure
that there is no cost overrun. However,
the estimates need to be realistic. More-

over, the documents needed for the release
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of funds and to control the disbursements

all need to be prepared well in advance
and carefully presented,

Thus the degree of detail and the effec-
tiveness of the implementation plan de-
termines the degree of success at the
implementation stage. The degree of
detail, the cost incurred on the imple=
mentation plan, and the tools and tech-
niques used, will depend upon the size
and type of project that is under consi-
deration. However, proper planning for
implementation will save costs and delays

in completion of the project.

II1.2. MONITORING AND MANAGING

The World Bank regards monitoring as ......"the gathering of
information in the utilization of project inputs, on unfolding the project
activities, on timely generation of project outputs and on circumstances
that are critical to the effective implementation of the pruject"j. while
the United Mations documents refers to it as "the process of routine perio-
dic measurement of programme inputs, activities and outputs undertaken
during programme implementation. Monitering is normally concerned with the
procurement, delivery and utilization of programme resources;adherence to

i g &
work schedule or progress made in production of outpucs' .
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According to both these agencies (UN and World Bank) the
main function of monitoring centres around the project's input-output
relationship during implementation and provides warning regarding any

shortfalls or ohstacles that need to be remedied by management through

timely corrective actions. Diagram—1 shows the monitoring process.

As has been remarked earlier, monitoring is a project

specific activicty. In its simplest form it can be seen in 4 stages? viz.

0 identification and measurement of

expected/desirable performance,

o identificaction and measurement of

actual performance,

o astablishing performance variance

{shurt[nllsfencessen}, and

o communicating variances heyong an
qccaptnblc zone of variance or
pre—established tolerance limicts.
(See Diagram=2).

A monitoring system needs to look into the physiecal and
financial progress along with the utilizaction of inputs and production
of outputs, 1ln essence, it is used to compare achievement apainst

targets.




Diagcam 1

MONITORING AND EVALUATION IN RELATION TO
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Monitoering can contribute towards operational planning where
the budgeting and planning of one period is based on the actual situation

of the preceding period.

The monitoring system should have the capacity to identify
the deviations from targets and the causes for this discrepancy so that
management can take remedial actions, However, for the effectiveness of
the system the targets of the project must be realistic and attainable.

In the absence of this, any shortfalls in implementation may be the result

of inaccurate and overambitious projections.

Thus.hrnummrﬁ,munituring which is a part of the system of

observation, reporting and control, has the following characteristies:

o 1t depends partially on the information
produced by internal project reports Ad-
ditional project-reldted information is

needed which concentrates on critical

isgsues.

o It records actual inputs, accivities and
outpuls.

o It compares actual and planned objeccives

and activities.

S 1t identifies implementation problems with

their causes,
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o It informs project management of antici-

pated problems so that corrective action

can be taken on time,

o It also recommends the necessary correc-—

tive actions.

o It includes feed-forward activities,

111.2.1. Monitoring System

The monitoring system consists of a number of

integrated clements which must provide feed-backs to

ensure control,

ITnputs

These area

inputs
data base
processing
control
output
feed-back.

Information on inputs is derived from:

a.

the internal sources of the
project which yield facts
on a planned regular basis.

Input information also ori-
ginates from sources extermal
to the project like govern-
ment departments, voluntary
agencies, research instictu-
tions, etc.
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e, Special informations include those
that reflect changes in.the project
or its management to meet the exist-
ing or new goals, e.g. policy measures,
planning allocations, administration,
changes in priorities, ete. All these
together form a "data base".

Data Base

This is a collection of data that is needed.
The store of formal data avaiable is called a data-
base. It is divided into four(4) sub-groups:

relevant and retrieved

a

irrelevant and rejected

relevant and rejecced

irrelevant and recrieved,

Toe help retrieve information, the structure of
the data-base should show the important relationships
between the data elements. Every data must have a
specified format with a specified physical storage
device, The data-base is broken down into files
which is made up of records (information about a
particular item), which is further broken down into
fields, each of these sub-groups having a detailed

ELructure.

Procesdsing

This is the method of converting the elements
in the data-base into information that can be used
for monitoring, The activities of processing in-
clude:

- recording,
- elassification,

- sorting,
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- calculating,
- summarizing,
- storing,

= recrieving,
- reproducing,

- communicating.

Processing also secures information and

prepares it as an input for the data-base,

Control

This is the stapge of monitoring some aspects
of the project where the decisions takenm are based
on the informaction received from processing, feed-
back and experience. 1In involves the project per-

sonnel in the monitoring system,

In its general form, control is the applica-
tion of given standards of inputs followed by ac-—
tion and output, Correcctive actions are under-
taken by the personnel in charge. Here the correc-
tive actions are indicated previously. A second
stage 1s where the controel concentrates on the
criteria of inputs and the corrective actions taken
are based on analysis and executive judgement.

These types of control should be reflected in the
monitoring system, Where routine control like
recalling pre-determined standards and invoking

rules of corrective action are not looked into

or if these decisions are lefc for the higher levels,
it will lead to delays, Furthermore, 1f higher level
control is done at the routine level, corrective

actions may be ineffective,
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The control element may often bring about
changes in the current operation of the projecet
and its components.

Qutput

Qutput flows result after the past and
present data have been related, interpreted and
analysed. With the use of quantirative rechniques,
the output is the net conclusion drawn from dif-
ferent models and offers alternative actions that

can be undertaken by the decision makers.

OQutput alse shows the progress of performance

and can be used directly for monitoring.

Feedbael

Feodback is "information which is returned
from the output so as to alter the characteristics
of inputa"?. Feedback may be formal, informal,

internal or external.

The timeliness, reliability, content and
quality of feedback will affect the monitoring
process. The effectiveness of the monitoring
process depends on the feedback. A circular flow
of Feedback will allow for the incly:inn of the
required monitering function along with the levels

in the project organization (See Diagram 3).
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Feedbacks make use of reports and report
formate,

Monitoring.relies on selective reporting from
primary to top levels to help in the smooth timely implemenca-
tion of the project. It is a continuous exercise and termi-
nates with the completion of the project operation. Monitor-

ing uses the information system for purposes of control.

lc is internal to the project and is action-oriented.

As such, the success of the monitoring function is closely
related to the usefulness and accuracy of the information

system.(sece Diapram 4).

I11,2.2, Supervision and Control

These are important functionms in the implementation
phases. These activities are needed to provide feedback to
the project managers and the poliey makers. Control proce-
dures need to identify and isolate problem areas so that
quick action can be taken to prevent costs involved with
delays in taking corrective actions. Specifie management
tools are used for internal control, whieh will be discussed

later.

Along with internal control (physical and financial)
financiers may have an independent monitoring and control
system. The pfajuct management may thus need to meet the
control eriteria esctablished by the funding agpencies or the

government, Where specified, the project may need to wuse’
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specified procedures like international competitive bidding
for supply centracts, Some international agencies also have

clearly laid out procedures for the procurement and control

of resources.

The supervision and control techniques must look
into the changing pattern that emerges over the projecth
life. These changes may be the result of changes in po=
licies and politiecal structures, problems with procurement,
poor performance of project team and changes in the project
design. Problems connected with environmental factors must

also be identified and overcome.

Various personnel are involved in the implementation
stage and there must be a free flow of information in all
directions so that necessary action can be taken te correct

any deviatinnsa.

ITI.3. TECHNIQUES AND METHODS FOR
CONTROLLING IMPLEMENTATION

There are a large number of techniques used for management
control. The type of technique used will depend on the type of project,
level of sophistication, degree of risks (chances of deviation) and the
availability of trained personnel to carry out the processes. However,

fome of the important techniques are listed below:




I1T.3.1, Network Based Management
Control

These include Critical Path Analysis (CPA), Critieal
Path Method (CPM), Precedence Network and Programme Evaluation
and Review Technigque (PERT).

The outstanding feature of the Network Analysis is
that it breaks down a project into a number of tasks known
as activities and reflected in the network diagram. In

their turn,

- thease activities need to be defined;

= their interdependence and sequence
established (which activities canm be
undertaken simultaneously, which
activities sueccved other activities,
and which activities cannot be under-
taken until rthe completion of the
preceding activities);

- the time element giving an estimate of
the duration of every activity must be
incorporated. With the help of these
estimates the expected duration of the
entire project may be determined;

= the costs are also shown in the necwork
(where needed) .

One of the main applications of the Network Analysis
is to provide information about the time needed to complete
the project, This can be used to compare the actual rate of

implementation with the planned rate.

For this purpose, it would be preferable to deter=
mine the ctime neceded ro complete the individual acrivities
and determine which activities possess spare time and which
do not.
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For the estimation of time, two methods may be used,
Firstly, the Deterministic Approach which uses a single time
estimate (as used by the CPM), and secondly, the Probabilis-
tic Approach which uses multiple estimates. This latter is
used by PERT. 1In this approach three estimates are used,
namely, the most likely time (m), optimistiec time (a), and

pessimistic time (b), and a formula is uwuscd to convert these

into a single estimate, The formula used is

a + 4m + h
[

After the determination of the time of the activities, the
network diagram is construccted with the time estimacte of
every activity. The Cadltical Path is then determined. This
is the longest path through the network from the start event
to the end event., These are the critical activities where

the project cannot afford to overrun on time(See Diagram 5).

In order to calculate the amount of spare time
available to each activity, it is necessary to calculate
the event time which will give the Earliest Event Time(ET)

and the Latest Event Time (LT).

Next, the Earliest Start Time (EST),the EBarliest
Finish Time (EFT), the Latest Start Time (LST) and the La-
test Finish Time (LFT) of every activity needs to be calcu-
lated. This will help to determine the total and free float
available to each of the activities. The former refers to the maximum
amount of spare time available to any activity where the postponemant
of an acrivity may affect the timing of subsequent activities but the

overall duration of the project is not affected,while the latter refers




to the amount of spare time available Eo an activity,provided rescheduling

does not lead to the rescheduling of subsequent activities.

111.3.2. Uses of Network Analysis
fur.HanxtnrinE?Cuntrol

o

The network is used for the phyaical
monitoring of resources - to ensure
that rthe resources are available at

the site as and when regquired,

The expected schedule of activities can
be compared with the actual time taken
te implement each activity as an aspect

of monitoring the project's progress.,

The identification of the critical and
non=critical activities gives valuable
information about the time required in
the areas where no lapse can be allowed,
Monitoring of these activities becomes
important for on-time completion of the

Project.

It also provides alternatives for reducing
the overall time required with the addi-
tional cost of reducing the time needed for

implementation,




o It can be used for monitoring of financial
resources by setting out a schedule of cash
requirements at different points in time
and comparing the actual progress against
the planned objectives.

o Finally, uncertainty can be introduced into
the scheduling with the help of simple pro-
bability distribution. This helps in deter-
mining the likelihood of the completion of

the project withinthe given time period.

I11.3.3. PERT FOR MANAGEMENT®

A good PERT reporting system will draw atten-
tion to the areas where the project is in danger and thus

allow management to take remedial action,

When not attainable, a plan may be revamped
converting sequential activities inte parallel ones (with
added risks) A second method is to divert resources (man-
power) from positive slack activities to zero or negative
slack acrivities. With the shortening of the critical path,
new critical paths may emerge which then need to be observed,
It can thus be used as a simulation model. Thus the manage-
ment may need to concentrate only on the eritical path rather
than wasting time on all the activities as it is the former

that may lead to time or cost overruns,
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ITI 3.4 Altermative Versions

PERT can also be used to control elements such as

cost, manpower and other resources along with time with the
help of a computer

a. The PERT/Cosi procedure needs cost data
as an input along with the time factor,
labour costs, materials and overhead
costs As the project progresses the
aetual acerued costs are collected for
each cost collection point and revised
estimate drawn up as required. This
allows the controlling authority/manape-
ment to identify the aetivities that
contribute to actual or potencial slip-
page, or cost overruns and alsc to compare
the time and cost status of any acrtivicy
group. There are also provisions for
summarizing the time and cost data at
various levels so that management can

handle the relevant data direccly,

With the help of the computer, manpower
projections can be made according to skills
and requirements of the project. Using the
time analysis (network) the time period of
each activity can be determined. The manpower
estimates for the activities are them allo-
cated according to ealendar period within
skill catepgory This can cthen be shown

graphically (Sec Diagram 6}.
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Diagram 6
HISTOGRAM OF MANPOWER REQUIREMENTS
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These prejections help management to predict
peak requirements and take necessary actions

if future demand is expected to exceed supply,

Similar projections can be made for machines

or other important iaputs.

Cost-Time Balancding

Where manpower is an important component, a
direct relationship is seen to exist between

the cost and the time needed for completion of

an activicy An increase in additional manpower
would normally increase the cost but reduce the
time needed, For cost-time balancing, the
estimates of coust and time are needed for each
activity. One is known as the Normal Cost(Time)
ﬁnd the other as Crash Cost (Time). The normal
time and cost is obtained by summing the normal
time on the critical path and the cost estimates.
To get crash-time, the activities with the lowest
time per dollar ratios on the critical path are
expedited. As a result, other pachs become cri-
tical. These are also examined. After obtaining
sufficient points, a direct cost curve for the
project is obtained. The manager can then select

a schedule that balances his cost-time objective

Status Index

This is another management technique that is
used to evaluate the status of the project

accounting for schedule as well as eost, It
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can be performed manually with the simple
formula

Progress Budget

Scheduled Progress '~ Actual Expenditure Status: Tndex

Number

It should equal 1 00. Anything above this
indicntes becter than expected progress rela-
tive to the money spent and anything below
this shows less—-than=cxpected proprens for
the money spent. Status Index cam be used

to forecast cost to completion.

GANTT Chaat and BAR Chanrt

The GANTT Chart and BAR Chart use the informa-
tion in the network diagram and the float ctable
to form a diagram which incroporates a specific
time-scale. They are excellent graphiec repre-
sentations for scheduling and exccuting the
project's activities and for communicating in-
formaction to all levels of project management

and supervision.

The activities are listed on the verrical axis
and drawn to scale, the length showing the dura-
tion of the activity. The BAR Chart is similar
to the OGANTT Chart but the activiries are dis-
played not individually but as paths through

the network and no activity in the paths is

entered twice




119

These are used for resource scheduling and
monitoring of activities. Monitoring reports
show the status of the various activitcies
against the completion dates. For those ac-
tivities that are in progress, the actual
versus scheduled starting dates, the percen=-
tage of progress at the time of monitoring
and the expected against scheduled completion
dates are recorded Reasons for delays in
the propress are also reported aleng with ex-
pected changes in the scheduled completion
date, These techniques can be used for “"manage-
ment by exception”.

Mitestone Chant'®

The GANTT/BAR Charts do not show the inter-rela-
tionship between the various activities and thus
the impact of speed or delay of an activity on
other activities cannot be carefully assessed.
The Milestone Chart is a modified and refined
version of the GANTT/BAR Chart and is a better
tool for monitering and control of project

status and progress

Project milestones or check points are introduced
in the BAR Chart to measure progress. These
milestones stand for important events or important
points of time in the life of the project or
activity. For progress reporting the milestones
can be checked off as they are reached,.
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€. Line o4 Balance (L0B)'

The LOB is a graphie technique used for pro-
gramming, scheduling, monitoring and control-
ling the project against the project plan. It
shows the present status of the activities
along with those activities that are behind
schedule., It concentrates on potential prob-
lems /delays so that management can determine
the severity of the deviations, ics impact

on the project and thus determine the corrective
actions needed to bring the project back on

schedule,

IT1.3.5. Reporting/Reviecws

The efficiency of the monitoring and evaluation System
can be measured by the efficiency with which the data and in-
formation collected is communicated to the users

The reporting format depends on the type of informa-
tion needed and the periodicity of the reporting. It ranges
from regular graphs of progress to summaries of achievement [
problems and detailed analytical scrutiny of the overall deve-

lopment efforts.

Some of the common types of reports are the

following:

as Nannrative Repoats - This is a summary of the
present project status and its progress up-to-
date, the problems faced (related to milestones)
along with information about the variables
(tasks) that significantly influence the compla-

tion of the project.
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It also provides recommendation about the

course of action to he followed.

Reports of field trips inelude items such as
the itinerary, meerings held, observations
made and the general impressions obtained from

the trip along with recommendations for future

action,

Reports that are the end product of studies
and surveys discuss the methodology, tabulated
resules and the (indings These disseminace

information but are not used for on=-going moni-

toring.

"State of the Prnje:tt"l2 reports are regular

.and periodic reports that deal with the pre-

sentation of an overall view of the project's

progress which can be used as a means for mak-
ing decision about the adjustments or altera-

tion in project targets or implementation

procedures. They may be annual or semi-annual.

Progness Repoats - These are prepared and
submitted by the project management regularly,
generally on a monthly basis. Theymay also be
quarterly, half-yearly or yearly. These reports
are used to review and compare the progress of

the project.
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MONITORING AND EVALUATION - METHODS, MACHINERY AND PROCEDURES

PAKTSTAN

TIL. 4.1, Introduetian

The two major objectives of the monitoring and on=-going
evaluation system relates, firstly, to the physical and financial
Propgress of projects completed and fipance disbursed, and
secandly, to inputs and Qutputs produced and their utilization
by the beneficiaries of the projecet. The monitoring of inputs
and outputs enables one to compare the actual with the expected

position,

The monitoring procedures of any country should be

studied in the'context of the three basic preconditions.

Firstly, the flow of information and the
responsivencss of management to handle

this information and take action.

Secondly, the technical aspect of dara
: :nllectiun,pruceasing, analysis and
Presentaction of results Time plays

#n important role.
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Thirdly, the institutional and administrative

arrangements within the country should be

conducive for the proper carrying out of

the monitoring functions >

ITI.4.2. Methods and Machinery
in Pakistan

Monitoring of progress is conducted at the Macro, MEZZO

and Micro levels.

A. MACRO LEveL'®

At the Macro Level, some of the instruments

used are the following:

i. The Annuat Pevelopment Programme:-
With the help of a proforma, this
exercise gives the performance re-
view of every project and its jus-
tification. The Planning and Deve-
lopment Division, Economic Affairs
Division (for aided projects), the
Inter-Ministerial Commitree, Annual
Plan Coordination Committec, and the
National Economie Couneil all take
an active part in the scrutiny of
this exereise. A8 a result, the
development budget emerges out of
the nchievements of the last year
The implementation of the programme
is monitored by sectors as well as

by projects.
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ii. Mdid Yean/Annual Revdiew:-

This review which is prepared by the
Planning and Development Division pro-

vides data on sectoral and sub=-sectoral
bases and highlights the sucecess and
failures of the different exceuting agen=
cies. The executing agencies are thus
accountable to the APCC(Annual Plan
Coordination Committee) and NEC for

shortfalls in progress,

iii. Econemic Suavey and Pakistfan Basiec Facts:-
) These highlight the performance of the

economy during the first nine months of
the out=-going year, emphasising the
strength and weakness of the national
economy as well as sectoral performance.
The latter pives data on the major eco-
nomic indicators and major sectors. It
also provides comparative data for Pakis-

tan and some selected countcries.

iv Annual Report of the State Bank ¢f Pakistan:-
These reportscover all the sectors of the
economy (also sub=-sectors) and are based on
the latest figures. Furthermore,theyalso
include an objective critical analysis of

the economy and policies pursued,
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v, Annual PLan:-

This provides a macro as well as sectoral
review of the performance of the economy
in financial and physical terms, It in-
cludes private sector investment and an
analysis of policies pursued along with
changes in the policies for the present

year, It also provides financial targecs

for the next year.

vi.Wontd Bank and IMF Missions:-

These missions undertake reviews after
collecting data and holding meetings at
the federal and provinecial levels. They
work for the World Bank Comsortium. The
memorandum prepared by the Planning and
Development Cell provides justificaction
for the request for foreign aid for the
coming year along with the salient fea-
tures of the economy together with the

problems faced and future prospects.

vii.Review by the Political Instif=ZIiuns:-
All development =luns and programmes are
revier_a at the local, provincial and

federal level.
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il PROVINCIAL OR MEZ2Z0 LEVEL

At the provincial level, monitoring is mainly
undertaken through filling out of the relevant

forms on quarterly or half yearly basis.

In the Punjab, the Progress Monitoring Section is
located in Planning and Development Awencv, called

the P&D Board with the responsibility of under-
taking monthly, quarterly, half-yearly and annual
reviews of all projects included in cthe ADP.
Monthly review meetings are also held regularly
with the different administrative departments EO

. ; 1
identify and correct any bottlenecks .

In Sind, the Provincial Planning and Development
Department undertakes half-yearly reviews while
the Administrative Departments hold quarterly
meetings. Both these types of reviews concen—
trate on physical and financial progress of the
projects. However, project by project monitoring

" 1
is not undertaken

In the NWFP, the Divisional Commissioners and
Assistant Commissioners used to monitor the
progress of development projects and submit

their reports on a quarterly basis to the Plan-
ning and Development Departments of the NWFP.
Officers of this department also used to review
important projects by on-the-site visits. This
has now been replaced with the District Develop=
ment Advisory Committee which is composed of the
MPAsof the area and members of the adminigtrative

departments, Their main function is to formulate
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the draft district plans and monitor the projects
implemented in their area. However, the Divisional
Commissioners do monitor projects in some special

cases .

In Baluchistan, monitoring is undertaken by the
filling up of Eorms on quarterly and half yearly
basis. These forms are of a standard type giving
detail information about physical targets, finan-
cial phasing, expenditure incurred and physical
targets achieved (in percentages). These forms
also identify bottlenecks, if any, during imple-
mentation. On-site-unscheduled visics are also

undertaken by the concerned officials.

Federally funded projects are monitored by a

Federal Inspeetor General (Baluchistan) by on-

3 T &3 p 17
site-visits and submission of written reports .

Monitoring is also undertaken at the Provinecial
levels through spot inspection by the Governor's

Inspection Team, Departmenctcal Inapecrion Team,ete.

The District Technical Review Committees also
review progress of the projects of the ADP. These

are headed by the Deputy Cummisaiuners‘s,

The Provineial Flanning and Development Departments
scrutinize the monthly review reports of the dif-
ferent administrative departments and that way,
monitor progress. The most imporcant of these is

the mid-year review and also the quarterly reviews,
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MICRO LEVEL

Over the years, various organizational arrange-
ments have been tried out. Some of the impor-
tant ones are given below:

PLanning Board'®

In 1953, the Planning Board was to prepare
the first 5 year plan while the Hinistry of
Economic Affairs was to implement the plan
leading to inter-department conflict and

rivalry

PLanning Commisaion

Over the years, the Planning Commission
emerged out of the Planning Board in 1958

with monitoring being one of ics funetions,

Project Divisiont?

This was created in 1960 with a separate
secretary for controlling the propress of
development projects. It was, however,
disbanded in 1962 and the Planning Division

took over the functions of this Division.

Project Wing®'

This was established in 1966 in the Planning
and Development Division. The Implementation
and Progress Section is a part of this Wing.
The Planning Division emphasized the impor=

tance of pre-sanction appraisal and underplayed
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the importance of the other aspects like

the monitoring of the implementation of

major projects, identification and timely
-remedy of bottlenecks, etc. The Project
Wing is also to help the executing agencics
in progress monitering, coordinate implemen-—
tation, and help in project preparation where

required,

Special NEC Meetings

Since 1984 the special meeting of the NEC is to
review the progress of the 3 year plan as well
as review the on-goinyp projects at the micro-
level subsequent to the summaries submitted by
the Projects' Wing of the Planning Commission.
This Winpg is also to submit quarterly reports
on the on-going progress of projects to the
President/Prime Minister who is to pass orders
on each report or call a meeting with relevant

ministers to take appropriate action,

Paroject Training Institute

To inerease the supply of trained manpower for
dealing with the stages of the project cyecle,
a Project Training Institute has been recommen-

ded to be set-up in the ProjectiWing.

National Development Progress Centre(NDPC]

This concept,based on the Malaysian pattern of
display centre,was introduced in 1972, Its
emphasis was on presenting the state of implemen-

tation of major projects through audio-visuals
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and operation room system However, it was
not yery successful and efforts were shifted

onto "computerization”,

Computenization

Efforts were made to computerize the progress
of large development projects (which were in
the Annual Development Programme) in 1974, \Upto
1975-76, only the proformae were designed. In
the following year (1977) the agreement which
had been signed with the UBL Computer Centre
was renewed and it was decided to computerize
the progress of projects costing Rs .50 million
and above., The manual of instructions and
computer pick-up forms were distributed, but
out of 170 such projects, only B5 of them
returned the filled=in proformae to the execut-
ing apencies during 1976-77. Furthermore, b1
of these had large number of mistakes and had
to be referred back for correction and recheck-
ing. Only 9 proformae were correctly filled
but were still incomplete. Thus it was not
possible f[or the implementation and progress
gection to prepare a camprehensivezg report,
However, there are small units in the Projects'
Wing where appraisal is conducrted through
computers., At the Experts' Advisory Cell
computerized PLS data is found with emphasis

on the financial side and performance evalua-
tion is conducted but it is not used for moni-

toring and evaluation of on—-going projects.
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Impfementation and Progress Seetion

This section of the Planning and Development
Division was reactivated in 1978 cto monitor
the implementation of development projects
along with all projects of the Federal ADP
from 1978-79 onwards. However, due to per-
sonnel constraints and the large number of
projects included in its sphere of actioen it
was decided to monitor only selected major

development projects

Reactivation of Project's Wing

This was reactivated in July 1983 under the
Ministry of Planning and Development with the
responsibility of monitering and evaluation
of completed development projects that are of
national impurtan:ezj.

Seope of Work

The Project's Wing can monitor all publie
cector investment projects/programmes/
equity participations, but due to staff
constraint and other administrative rea-
sons, only selective monitoring is under-

taken.

Criteria of Selcction

- Any assigned project as given by
the ECNEC CDWP, ete.

- Foreign Aided (including equity
loans)
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& All complicated projects (new tech-
nology like solar development) financed

by different international organizations.

= Projects costing Rs 50 millien and above,

= Integrated projects betwean different
. sectors which have impact on these
sectors

o priority sector projects as given by

the plan.
About 10-15 projects per quarket are monitored.
After approval by the Secretary, Planning and
pevelopment Division (or Deputy Chairman) a '

monitoring team is constituted.

Composition of the Team
It is headed by the Director ﬂeneral{?roje:ts'

Wing), represencatives of concerned administra=
tive ministries/provincial governments, represen~
tative from the rechnical section of the project,
representative of the Project Appraisal Section
for projects where cost/benefit analysis, etc.
are needed, representative from Physical Planning
and Housing Section(where construction work is
involved), and a Deputy Director of Projects’

Wing as a member.

Aim and Methodology

Te inform the concerned executing agency about
the site visit and filled in PMI form. Collect

all the appraisal reports and visit the site.
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About 3-5 days are spent in the Field (biogas
development project work 1} months in the field),
Repert is then prepared and circulated to all
members for comments. Afcter finalization the
report ie submitted to ECNEC to handle problems

of intcer-agency rivalries.

Aspecta Monitored

- Utilization funds
- Physical progress

- Policy objectives/aspects.

Monitening Undertaken by PPWD and
CLlW Teparimeni

Since the execution of major civil works is
undertaken by the Pakistan Public Works
Department (PPWD) and Communication and Works
Department (C&W) at the provincial level,

they also undertake monitoring of the physical
and financial progress of the projects under

them,

This is done at 2 levels. At one level, the
contractors monitor their own activities and
meet the target time for completion of the
project and if the (time) target is not met,
they suffer according to the clause of the

agreement .

At the second level, the PWD or C&W also
monitor the activities, The sub=-engineer
makes site ylsits- BAR Charts are supposed

to be used with the schedule of every activity

but the schedule of activities is seldom
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maintained. At the next stage the sub-
divisional officer discusses the progress
and sees the funds position and bottlenecks.
These discussions are held all the way up
through the heirarchy (see Annexure IV).
"Finally quarterly progress reports are
submitted by the Project Director (showing
physical and financial progress) to the
administrative ministry/division and the
Flanning and Development pivision, while

for provincial projects the project director
(of C&W Department) reports to the relevant
provincial department as well as the planning
and Development Department.

24
I11.5. CASE STUDIES - Project Level

ITI.5.1. On Farm Water Management
Project
e oo 1o

At the project level monitoring is undertaken for
only foreign aided projects. One such example is the on-Farm
water management project. The monitoring is undertaken by
WAPDA while the sponsoring agency is the Ministry of Food, Agri-
pulture and Cooperatives, Government of Pakistan. The over
all administrative control of the project is in thehandsof the
Chief Engineer, Survey and Research Organizaction, Planning
Division, WAPDA. The project director heads the project and
supervises all the activicies with the help of 3 deputy

directors who are specialists in agricultural economics,
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agricultural engineering and statistics. There are 3 regional
offices which are headed by Senior Research DEficers. These

are located at Faisalabad, Hyderabad and Multan.

Monitoring is undertaken at 3 stages, namely, the

pre—investment, the on-going and post investment stages.

Methods

Adminiscered questionnaire interviews are

' conducted with a strict eye on quality control.
Monitoring in the field is undertaken by the
Senior Research Officers to solve on the spot
problems in data collection and field checks. The
Deputy Directors and Project Directors also under-
take fleld trips for purposes of monitering pro=
gress and handling technical and administrative

problems.

The IRDP Projects such as the Daudzal Project
is also monitored at the Academy Markaz (Project) as well
as u{llaga13v5115. Theise nctivities are under=
taken by the Pakistan Academy for Rural Develop-
ment (PARD), Peshawar. At the Academy level,
monitoring is undertaken by comparing the pro~

ject achievements with targecs.
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Monthly meetings, quarterly reports, annual
reviews and monthly training conferences are held.
At the project level, meetings and progress reviews
are also held to identify problems and provide
solutions. Another important aspect of this level
is the provision of extension education training
sessions for rural people to form the link between

these people and extension workers.
At the village level workers and village

elders meet together to discuss the development

schemes and implementation plans.

1I1.5.2. Small Farmers” Credit Project

This project of the ADBP is co-financed by Interna=
tional Fund for Agricultural Development (1IFAD) and Interna-

tional Development Association (Ipa).

The SFCP supports ADBP's supervised credit programme
implemented through mobile credit officers (MCOs). ADBP's
lending operations are monitored through periodic progress
reports which are collated by the regional office and for-
warded to the head office at Islamabad Data are separately
generated on the. functioning of the MCOs field reports and

are alse submitted on the supply position of inpucs
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A ‘lonitoring and gvaluation(MSE) Unit has been Set up at the Head
office Islamabad under a chief calledthe Controller which 1is
direetly under the administrative control of the Chairman
of ADBP. This has been done £O allow smooth flow of in-
formation from all the relevant units and to "maintain
objectivity and a detached approach while reporting to

. 2
the Chairman” ﬁ

The MAE Unicis responsible for monthly, quarterly and
annual progress monitoring of the physical and technical aspects
of the SFCP. It is also involved with the designing and
implementation of baseline and on-going sutrveys of benefi-

ciaries and non-beneficiaries fecontrol group) of the project.

[1L.6. TECHNIQUES AND METHODOLOGY OF
PROJECT MONITORING USED IN PAKISTAN

With the exception of a few cases, the odginal PC-I form
that is approved by the approving agency does not have any provision or
operational plan that is based on the Network Analysis (CPM,PERT,BAR Chart,
ete }. Thus, at the Federal level, the techniques used by the Implemenca-

: : -
tion and Progress 3Sectlon are the following -«
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ITL.6 1. Use of Special Proformae

fTor Selected Projects

Special -proformae which include the PM I, II, I1IT and

are meant for |

&}

monitoring of financial and physical
progress of these projects alongwith

the approval status,

keeping check of the problems faced by

the projects during the implementation

. stage,

monitoring for changes in the work plan

and cost estimates and time period for

completion of the proajecet,

looking into revision of the PC-I form

as envisaged alongwith cost overruns,

I11.6.2, Site Visits

Site visits may be undertaken by the monitoring

tecams of the Implemencation and Progress Seetion and the

technical sections for the following purposes:=

i.

To collect and scrutinize the filled-in
proformae; seek clarification where
needed; handle deficiences and inconsis-
tencies and request for additional infor-
mation in situations of inadequate and

scanty knowledge.

Iv,
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.
e
b

To hold discussions and help solve
problems on-the-spot by handling prob-
lems as they have emerged in stead of
going through the long drawn out procaess
of refeping the problems through the
heirarchy to be solved when they reach

the desk of the relevant authority. This
suves precious time and can help prevent
time and hence cost Overruns During site
visits very often important information
emerges out of informal chats. It has
often been the case that projects trans=
gress into activities not provided for in
the PC~1 (approved) or the project may

get located at a site other than that pro-
vided for by the approving authority. In
still other cases the project may face
problems that need the attention of higher
authoricies but are not referred up. Site
or spot visits thus prove to be very helpful
in monitoring the activities along with help-
ing to overcome these boctlenecks that may

cause time overruns if not handled immediately.

[11.6.3, Special Review Reports and Meetings

On the basis of the data collected information
received and discussions held, special review reports are
prepared, Alternatively if there are inconsistendes or

deficiendes in the information collected the project
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authorities may be asked to make the necessary changes or 2
representative of the project authorities may need to come
to Islamabad with the necessary information. This is done
where there may be too many mistakes in the data/informa=

tion provided.

Review reports are made up of 4 parts:

= The background of the project, approval
status, ete

= Financial allocation, utilizacion of
expenditure by items and likely cost
after completion.

- Physical progress and date of comple-
tion (expected).

= Bottlenecks and corrective actions sug-
gested.

- Any other important issue.

After the reports have been prepared, these are submitted

for approval subsequent EO which they arte cireulated to the
controlling Ministries/Divisions for independent or co=-ordi=-
nated aection which need to be taken by the relevant body /
bodies Hhcr; co-ordinated action needs to be taken by more
than one agency, the Implementacion and Progress Secrion of
the Projects'Wing of the Planning and Development Bivision

organize inter-agency meetings for this purpose.
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Finally, quarterly summaries are prepared on the
basis of these réview reports and submitted to the ECNEC.
These throw light on the financial, physical, administra-
tive, political and other constraints faced by the projects
that have been reviewed during the quarter along with a pro-
posed plan of action te overcome the obstacles and bottle-

necks

The review reports, discussions and meetings con-
ducted have a very important role in the monitoring of the
implementation of projects/programmes and plans. They look
at the strength and weakness of the implemention machinecy
from the macrb as well as micro or project view point; they
also help to identify the problems that arise; and can be
used as a self-correcting mechanism due to the co-ordinated
action of the relevant agencies. The review sessions allow
for the problems to be discussed openly where all the heirarchy
of government agencies directly or indirectly connected with
the projeects are present. In this way, shortecomings and
deficiences of a particular agency leading to poor performance
of the projects/programmes can be identified and necessary

actions taken,

Thus on the one hand, periodic progress of the

implementation of the projects can be monitoried by different



142

channels while on the other, the activities of the relevant
agencies responsible for the projects are also monitored/
reviewved The results of these reviews provide the guide-
lines for formulating Ffuture project?!prngramme: and plans,
keeping in Vviewthe drawbacks and problems Ffaced This is

aleso a form of evaluation exercise.

LIL . 6.4, Evolution of the Proformae used [or Hﬂni:nri_h_}u
1974
The PC-III was the basic form used for the monitoring

of project progress. There were three PC-1I1 forms. Moreover,
only two of these were commonly used. PC-IIIA is filled after
the approval of the project and prior to the commencement of
implementation, This draws information out of PC-I and provides
it to the monitoring agency of the project. The Projectd Jding
(implementation) then opens up a file on the project separate
from the file opened in the D A. Section. The PC-IIIA takes
information from the PC-I and transmits it to the uanitoriné

agencies for progress monitoring

The PC-IIIB form was to be used to menitor financial
spending on a monthly basis, However, it has been officially

withdrawn.
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The third PC-III is called PC-IIIC which is to be
submitted quargerly. It consists of 5 questions: the first
twe are administrative in value, the third deals wicth the
financial status involving the total approved cost, expendi-
ture up to last year, present ADP allocation, funds released
for the present quarter and expenditures of the previous and
current quarters. The Fourth question is on the physical
status of the project in terms of items of work along with
the total cost, necessary physical measures and percentage
of physical work completed up to date. The last question

lists the bottlenecks aleng with the cause of delay or bottle-

necks.,

The main problem in using this proforma for purposes
of monitoring is that although all projects are needed to
complete PC-III and submic it, only an insignificant number

of projects do so in real life,.

For large projects a revised form of PC-IIIA and
PC-I1IC were in vogue Their main features were that speci-
fic space was given to up to 20 items or activities of the

projecet
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Information was also requested on bottlenecks and
remedial measures along with information in decrail In
the revised PC-ILIC information was also to be provided on
physical work completed and financiazl expenditure by item
and activities for the quarter. However, there was no pro-
vision for comparing work completed with uwork specified to

be_campleted fnr the quarter.

There was thus greater emphasis placed on the speci-
fic use of items or activities which constitute the project.
In September 1978, the letter issued by Secretary, Planning
and Development Division to all federal ministries indicated
the monitoring methodology to be followed. The main features
29 .=

of this methodology were

Monitoring Methodelogy Indicated

*

i The officers of the Planning Division
are to visit individually or collec-
tively all projects costing more than

Rs .50 million (at least once a year).

ii. Planning Division are to send the pro-
gramme for visits to the ministries as
wall as the project authorities who are
then to provide all the necessary assis-
tance Copies of the review reports are
to be promptly supplied to the adminis-

trative authorities
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[

iv,

-

[

The projects located in Baluchistan
province are to be visited by the
Inspector General of Development
(Projects) or his staff.

Federal Ministries with large develop-
ment programmes must hold monthly re-
view meetings and send a copy of the
minutes to the Planning Division, re-
flecting the progress and bottlenecks

faced.

The quarterly progress reports must be

submitted regularly and seriously.

The Planning Divisien will continue to
compile and ecirculate a six-monthly
summary of progress of the develepment

programme,

The monitoring system and the decision=
making process must be clesely linked

to help in taking prompt actions.

The Planning Division is processing a
long term programme for modermization
and improvement of implementation and

monitoring arrangements

145
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The P M. Prodoamae As They Arne Today

Project Monitoring proforma I(P M.1) was
desgsigned in 1978-79 and was to be ecirculated
prior to the visit of the reviewing officers.
The following informations are requested on

P.M.1 Proforma:

"

= Approval status of the project.

= Phasing of cost for original and
revised PC-1 form.

- Allocstion, utilization and release
of funds up to a particular time
period.

= Urilizaction of foreign aid (loan and
grant sepavately)

= Itemwise financial utilization and
physical progress up-to-date-

- Timeliness and cost of land acquisition,
staffing and recruitment of consultants.

- Status of major contracts awarded and
progress of contracts (timeliness and

cost)

- identification of shortfalls (if any) in
physical/financial performance in a
particular period or as a whole.

= Quantification of decrease/delay in reali-
zation of benefits and impact on sectoral
targets due to expected delay.

i Itemwise estimate of price escalarion of
the project cos&t.,

- Position of revision of PC-1 if any (if
¢ost overrun is more than the permitted

limit)
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- Major bottlenecks that need government
: attention.

- Suitable remedial measures.

- tsefulness of PERT/CPM/BAR Charts,
if used,

These P.M.1 forms must be filled-up by the
project authority prior to the sirte visit, when
the reviewing officers are to scrutinize the filled-
up forms and bring the inconsistencies and deficien-
cies to the notice of the project authorities. Ad-
ditional informations are also collected during the

site visits.,

Project Monitoring II (P.M.11) proforma is
used to supply gquarterly progress reports of the
reviewed projects while P M.III provides the con-
solidated annual progress report at the close of
the year for the projects that have been monitored
during the year. P,M.IV is to be submitted after

the completion of the projects (see Annexure V).
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Chapter 1V

F P D DAT1

Iv,1 INTRODUCTION

This chapter deals with a review of the contents and recommenda-
tions of the three documents svbmitted to the Planning and Development DNivision
by different agencies with the intention of improving the machinery
of project planning, evaluation, management and control. These three

documents are!

s 1 Report of the Committee on
Integrated Project Cycle.

25 Report to the Planning and
Development Division, Govern-
ment of Pakistan, EDS World
Corporation.

3. Report to the Planning Commis-—
sion - The Project Planning
Process in Pakistan, M.D. Veitch.

Since the submission of these three reports, the Planning
Commission contracted one study out to a consulting group on the re-
vision of PC-I and invited proposals for a study to recommend improve-
ments in the project monitoring system. The latter study never took
off while the final report of the first study is still not available.
Even so, this report is meant to deal with a single tool and the

machinery of planning.
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IV.1.1.REPORT OF THE COMMITTEE ON
INTEGRATED FROJECT CYCLE

The Committee on Integrated Project Cycle was constituted
for supgesting concrete improvements in the Integrated Project Cycle.
Its observations and recommendations were reviewed and accepted at the
inter-sectoral meetfng in December 1982 and was placed as a working
paper before the Working Group on Institutional Framework for the Sixth

Five=Year Plan

The Committee concentrated on 5 phases of the cycle: iden-
tification, preparation, authorization, implam;ntatiun and evaluationm.
it further acknowledged the serious need for progress monitoring of
projects, more so since there ig a very low coverage of projects selec-

ted for monitoring,

In the process of preject approval, it is important to
bear in mind that ad hoc proposals when scrutinized lack the framework
which allows for priority ranking. What is needed is a portfolio of
projects in every sector so that projects can be scrutinized with the

backdrop of sectoral as well as everall prierities.

IVv.1. 2. Terms of Reference
and Findings

The terms of reference of the Committee were

the following:

i. Prepare summary on project prepara-
tion, approval, implementation, pro-
gress monitoring and ex-post evalua-

tion;
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ii Suggest concrete improvements in the
integrated project cycle; and
iii., Analyse the cost escalation of projects

and reasons thereof.

The main finding of the Committee are discussed as under:

a. Project Identificatdion

In Pakistan, this phase of the project cycle
suffers from many inherent problems, <the most
common being that projects were started without
detailed investigation and surveys. If surveys
had been undertaken in the case of Rohri Fresh
Ground Water Project the potential of private
tubewells would not have been grossly under-
estimated and this would have influenced the scope
of 180 public sector tubewells which were envisaged
in the project, Various examples have been guoted
where projects have failed to come up to expecta=
tion due to lack of proper preparation., Compounded
with this are the serious conceptual problems faced
at the identification stage and resource constraint
along with greater emphasis on on-going projects, As
a result the sectoral and intra-sectoral priorities
pet distorted, The Commirtee felt the need for a
rational approach to establish priority ranking at
the initial stage of the projects along with the
need for regional and sectoral balance where at
least one major project be identified per district

per year
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b. Projeci Preparation

This stage is very weak with poor preparation
being undertaken. Between 1977-1981, an average of
250 projects were received annually out of which
105 were returned after scrutiny due to inadequate

technical and economic preparation

The main reason for this is lack of trained
staff. About 52 per cent of the Federal and 48 per
cent of the provincial staff lacked training. Pro-
vision of adequate number of personnel is also a
constraint. This is more relevant for the provin-
cial levels and in cases where consultants were
frequently changed and the responsibility of project
preparation was divided,.

Inadequate preparation also shows up where
the items of work are not provided for in the ori=
ginal document as is obvious in the case of Darya

Khan Bridge in D.I.Khan.

There is @ tendency to understate the scope
and costs of projects where anticipatory approval
maf be obrained to start implementation This lack
of thorough examination by the approving agency

jeads to problems later.

Moreover, the use of rough cost estimates has
repercussions later leading to revisions, authori=

zation problems, and thus delays in execution.
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The assumptions made in PC-1s often prove
tg be incorrect. Where different agencies are
involved in a project, committments are made on
each other's behalf without consultation which

are not fulfilled later

Besides these weaknesses there are serious
problems on the construction side like the basis
used for cost estimates of civil works The schedule
+f rates used are defective and the scheduled items also lead

to problems of gxcessive charges and manipulation.

c. Projeet Autherization

Authorization refers to appraisal and approval
that projects pass through. Projects pass through a hierarcy
of approval processes depending on the COSLS, "Below cost
schemes" (less than Rs.5 million) arve approved by
the Federal Ministries themselves. It was however
noticed that in the educatiom sector approval of a
large number of schemes by the ministry led to dis=
tortion of the priorities of the Five Year/Annual
Plans during the period 1977-1981, There is thus

a need to lay down separate approval procedure for

these types of projects.

The approval by CWDP was grantad within 5 months
for the period 1977-1981, but the ECNEC took more than
6 and up to 30 months. To circumvent the delay
the device of Wanticipatory" approval by chairman

ECNEC is used Although it is crecommended for genuine
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reasons but it works to the detriment of planaing and
executing the scheme when it is used either o cle=
cumvent the appraisal stage OF when the project is
already under execution through anticipatory sanction

and is a fait accompli.

There are other cases where appraisal is not
possible due to lack of requisite data in the PC=I1
and lack of staff at the controlling ministries and
the project appraisal and evaluation section of the

Planning Commission.

There is also no data base or data storage faci-
lities in the Planning Commission nor is there Aany

method for checking of data shown in the PC-1

There is lack of co-ordination between the
Technical Sectiom of the Planning Commission
and project anpraisal and evaluation is carried out

without taking inro account the results of cthe

technical scrutiny.

Problems of allocation also arise after approval
where the Priorities Committee makes allocation within
the overall resource constraint while the PC-1 phasing
igs based on the requirements as per schedule of work
and aﬁprnvad as such. As a result many projects lack
funds right from the project conception stage while

unapproved projects get included in the ADP.
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Projects get short releases of funds and the
equity portion is released in the form of loans. Pro=
jects need to borrow in the short-term or work is
stopped. Furthermore, other participants refuse to
contribute until government equity is subscribed.
This leads to problems of cost escalation and imple-

mentation lags.

Complaints have also been recorded about delay
in release of local bank credit by the State Bank of
Pakistan There are quarterly disbursements of instal-
ments to the local banks and instructions to the
commercial banks for release of funds take a great
deal of time to materialize, This delays the func-
tioning of the project.

d. Profect Implementation

The ECNEC meeting of March 1979 noted this to
be the weakest stage in the project cycle. The main
problems are time and cost overruns, Implementation
problems are alse characterized by technical faults
along with faulty preparation and shortage of inputs
and other construction materials. Some of the'other
problems have been the troublemsome procedures of
financial institutions, international agencies and
government departments, inadequate fundings and

exchange rate fluctuations.




The Quarterly Progress Reports on PC-IIIs are
not provided by the implementing agencies and where
provided is not utilized by the technical sections as
the information provided is not of the type to allow
for progress monitoring. There is thus a pgreat need
for progress monitoring of projects being implemented.

The present set up is extremely inadequate.

The number of projects monitored by the Planning
Commission is very low - hardly 30-40 large projects.
There is a need to increase this number, or alterna-
tively select projects which may help provide guidelines
for current and future planning and need specific de-
cisions from ECNEC.

As for low costs, it was noticed that cost esti=-
mates are deliberately kept low (especially in social
sectors) to keep it within the sanctioning power of
the Federal Ministries or Provincial Governments, and
the Planning Commission are brought into the picture
only when cost estimates go up. It is then too lacte

to give technical advice or suggestion.

Besides financial and technical progress reviews,
project monitoring should involve quality control and
rectification of any technical defects that emerge
during implementation Inter-ministerial meetings
along with the line departments are not ordinarily
held to ensure smooth implementation and identify

causes of delays in implementation.
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e. Project Evaluaticn

Evaluation of projects should be introduced as

a national management function to assess the perfor-

mance against what has been :stipulated in order to

learn lessons from past mistakes and use the informa-

tion as feedbacks for future planning.

It was noticed that evaluation of completed

projects is a rare phenomenon in Pakistan due to lack

of government machinery to undertake this job. The

Project Appraisal and Evaluation Section of the

Planning Commission is extremely understaffed and over

burdened with the job of pre-sanction appraisal. The

situation in the Provincial Covernments is even worse,

RECOMMENDATIONS.

The following recommendations were made:
. Improvement in initial
Praparat!an and ldentijication

There is an urgent need for close associa-

tion between the Planning Commission and project
sponsors or financing agencies. There is also
a need to establish some mechanism and procedure

for project identification.

It is also suggested that there should be
a portfolio of projects for all sectors so that

the Planning Commission can examine these within
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the sectoral and overall plan priorities. The
PC-Is and PC-11s should be prepared for idenci-
fied projects to ensure regional and sectoral
balance and one major project be proposed for

every district every year

To handle large scale cost revision, the
PC-II should be prepared (for large projects)
with alternative projects so that survey and
investigation can be undertaken before project
planning is undertaken. After identification
a reconnaissance report should be prepared which
should be the basis for the preparation of (tech=-

nieally and economically) alternatiwe projects.

The Committee reiterated its recommendation
that PC-II study should precede the PC-I proforma.
To encourage the sponsors to prepare Feasibility
study or PC-II for large/important projects se-

parate provision of funds should be made in ADP.

[f the PC-II results are favourable, de-
tailed feasibilirty studies may be undertaken in-

cluding the following aspeckts:

- Economic Viability

- Alternatives in respect of
design, scope technology
and socio-economic factors
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- Availabilicty of funds

- Location in terms of raw-

material supply markets,
infrastructure and techni-
cal requirements,

To compare the preparation in rerms of
cost estimates the Planning Commission should
ask for tendered cost and compare it with
the PC-I estimates. Planning Commision should
also ask for details on category-wise and ten-
der-wise expenditure and scandardized questions
on project component, and unit cost for every

type of project component.

Some built=-in mechanism for price Iincreases
should be considered. For effective cost analysis
informations like bill of gquantities as related
to schedule of execution of works need to be pro-
vided instead of the unit costs in the PC~I pro-
forma. Detailed BOQs should be prepared and
reviewed later to account for changes in price,
exchange rate fluctuation, and changes in taxes

and ducies.

The Committee also recommended the adoption
and strict enforcement of economic space standards
at the preparation and appraisal stages. The in-
dicative space standards developed by the Planning
Commission need to be further improved and dis-

seminaced,
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ii. Authorization and
Dther Proceduras

The PC~I should be revised to provide for
monitoring of progress by providing detailed
schedule of work execution with a sequence of
activities- The PBC-III should be redesigned
around the PC-I. Scrutiny of the financial phas-
ing at the pre-sanction stage will help to deter—
mine the realistic nature of pCc-1 phasing. An=-
ticipatory approvals should not be provided prior

to these stages of the project.

The Committee recommends that the sanction-
ing power of CDWP be raised to Rs.150-300 million
and the financial limit of the Federal/Provincial
authorities be also raised Thus lesser number
of projects would come up to the CDWP/ECHNEC and

approval would be expedited

The revised projects should be approved
by the Planning Commission and only those pro®
jects referred to CDWP/ECNEC which Lack justifi-

cation.

With regard to Mulcistage Autharization
the ECNEC should approve a project of over Rs.30
million only where detailed cost estimates are
available  With rough cost estimates the approval
would be given in principle subject to detailed
preparation and this would not imply permission

to initiate work or make committments.
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This recommendation was approved by the ECNEC
in October 1977 but it has been by-passed in
reality and the approval of ECNEC on rough cost
estimates is taken as final. This dacision of
ECNEC needs to be strictly enforced. The case ;

of anticipatory approval should alsec not be taken

as Final without proper preparation and approval.

The Committee further suggest that in the
multistage sanctioning procedure the CDWP and
ECNEC should complement each other and only con-
sider well prepared projects. Moreover, projects

should only be approved after proper appraisal.

{ii Institutional Arnangement

According to the report, the directives of
the CMLA/President for strengthening of the pro-
ject planning machinery has not been carried out

The directives provided for the following:

i. Strengthen and reactivate the
existing Project Appraisal and
Evaluation Section and Implemen=
tation and Progress Section of

the Planning Commission;

ii. Approval procedures be stream=

lined;

e
e
-

Monitoring and evaluation be
given prioricy by the Planning

Commission:
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iv. Monitoring should help to take
corrective action during execu-
tion. For this purpose, the
approving agency should insist
on the provision of net-work
charts with the PC-I document.
These charts should cover all
the stages along with inter-lin-

kages with cther projects.

v tmprove the training of personnel
involved with project preparation

and secrutiny.

The lack of Planning machinery and inade~-
quacy of staff should be examined and recommenda-
tions made by a committee consisting of the re-
presentatives of ministry of finance, O&M division,
administrative ministries and provincial govern-
ments, and these be conveyed to the Planning

Commission.

The Project Appraisal and Evaluation Seetion
is proposed to be developed as an overall co-or-
dinating body within the Planning Commission and
with the sponsors and other relevant agencies,
Internally, this sectiom is to co-ordinate the
working papers for CDWP and summaries for ECNEC
keeping in view the decision of Inter-Secticnal
Committee meetings within the Planning Commission.
Presently, this work is divided between the technical
sections and the D.A. section alongwith pre=

appraisal sanction, the Project Appraisal and
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Evaluation section chould be entrusted with the

following tasks:

B Ensure proper application of procedures
to meet the requirements for submitting
the PC-11 pre—feasibility and feasibility
studies and establish face to face con-

tact with sponsotrs.

ii Develop and disseminate standard specifi-

cations for civil works;

iii. Maintain data bank and store data and look
after the computerization of development

projects;

iv. For effective feedback and proper preparac
tion, appraisal and implementation, a
standing committee be established for all
important projects, from amongst the offi-
cers of this section and representatives
of technical section under a Joint Chief
Economist (Projects) te evaluate completed

projects (selectively).

The Committee also recommends the streng-
thening of the progress section in the Ernje:fn'
Wing to improve the content and coverage of
project monitoring and suggest remedies Lo re=-
move botrlenecks especially for release of Funds
from ADP and outside ADP. This section should
also be responsible for up-dating menitoring and
on-going evaluationm, and bring out an annual
implementation review based on quarterly progress

reports of projects costing Rs 100 million and

maore.
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The Committee further recommend that the
Projectd Wing in the Planning Commission consist
of the Project Appraisal and Evaluation Section,
the Implementation and Progress Section, the
Development Authorization Section and the Natienal

Institute. These should be under a senior econo-

mist.

iv, Management Information
Systenm

To help improve the quality of project
appraisal, monitoring and evaluation it is neces-
sary to set up 4 management informacrion system

(MIS) backed by computerization of projects.

In the past, efforcs at computerization
had not been very successful. It is supgestced

that a computer system be incroduced at the

Planning Commission in two phases:

Phase-1 Basic System Design

« Survey and analysis of
informationg

° pasic design seleection
of hardware and softwarej

e tnstallation of main frame
computer excluding terminals,

Phase-IT, Detailed Design and Implementation

¢+ petailed design of hardware and
sofrware and installation of
terminals;

‘s Pprogramming and debugging;
® Test runi

s para-running and educational=-
actual runs, and counterparts
educated Ffor use of system.
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v. Praining

Training is needed not only for™economic
and technical appraisal but also to develop broa=
der management skills and capabilities to formu-
late operational plans"i Project management needs
to be trained to:-

i. Develop techniques to plan and co-or-

dinate the entire cycle as an integra-
ted process; and

ii. Manage the project as an organiza-
tional entity.

Management training at WAPDA academy is
compulsory for WAPDA engineers and other levels.
A career management cell exists at WAPDA to keep
an inventory of the fully trained officers
available. There is an urgent need for emphasis
on training to meet the needs of all the public

sector agencies.

To meet the training needs the Committee
agreef to the setting up of a National Institute
of Planning and Management for handling all the
stages of the project. This is already under the

consideration of ECNEC.

The Committee further emphasises the need
for local level representation, planning, train-

ing and motivating the relevant fconcerned staff

involved with the stages of the project ceyele.
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IV.2. EDS WORLD CORPORATION - REPORT TO THE PLANNING AND DEVELOPMENT

DIVISION, GOVERNHENT OF PAKISTAN. .

s

IV 2.1. Construction Management

System Study

The report after giving an ovar=view of the currrent

situation about the appraisal procedure and project monitor-

ing system and the current problems faced, comes up with the

following recommendations:

i. Install an automated system for the fuﬂnwingzz

Iaventory of projects approved
and under appraisal.
b

Inventory of up-to-date prices
of all components used in esti-
mating development prnjacts;

Estimating and re-estimating

development projects under

appraisal and post approval,
»

Controlling and progress moni-
toring of costs of on-going
ﬁrujects=

Ability to obtain the best average
rates from good and bad production
times to help in future estimates

ii Change in appraisal procedure:

Development projects may be approved
in principle and rough cost esti-
mates provided Subsequent to this,
a dertailed cost and quantity break-
down in each phase should be prepared
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iif Change in Post-approval procedure:

- An authority should be established
for flow of progress informacion
with well set procedures for pro-
gress data collection which should
be channelled through the individual
technical sections to keep all the
technical staff informed about the
level of progress.

iv. Gene-al:

- The PC forms should be simplified and
these forms should further ask for
complete information so that no follow
up is necessary,

= Training programme should be set-up to
train personnel in the techniques of
sstimating and monitoring.

- in bringing about changes in .procedures
or requirements in the future, automa=
tion plans should be considered as an
option.

In order to help solve the current problems, the EDS '
World Corporation proposed a construction management system

(CMS) with 5 application sub-systems, namely,

]

i. Project Inventory Control:

This will involve the Master File of the

project from approval to the present pro-
gress status. The inputs will be the |
various Planning Commission forms,appraisal

responses and status. The inventory list

of the project will give 2 detailed informa-
tion on projects, section-wise province-wise |

and size-wise.
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1i. Standards:

The sub-systems will maintain the Standard
Resource File. The information provided

by this will help in the following ways:

a. Provide guidelines Eor resource
costs.
b Help estimate project cosCs.

The information is colleccted from the PC-I and
PC-IITI. The data is then used to calculate the
best astimate of Unit Costs which are then modi-

fied to be applicable to individual projects.

iii, Project Monitoring:

This sub-system function is to review every
project, identify problems/bottlenecks in pro-
gress and notify the relevant authorities. This
sub-system also generates quarterly review re-
ports on the progress of on-going projects which
help the executing agencies as well as the Plan-

ning Division to be aware of reporting deadlines.

iv. Project Management Reporting:

This sub-system formats reports showing the
status of the projects. These reports can be
used for compiling progress and to develop

future plans.

v. Project Evaluation:

This sub-system estimates the pruject costs from
the costs of the project's information on the
Standard Resource File it also compares, the
cost-estimates generated with that received by

the Planning Division.
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Along with these 5 sub-systems, there are
two technical sub-systems:

i, Input control and correction:

. This provides a generalized system of
ipput editing and correction procedure

so that despite the processing being

done in different programmes, this
centralized approach helps in editing

and correcting the application programmes.
This results in the standardization of

the input correction programme and system
error processing.

ii. Report Definition and Control:

This provides a general framework for report
controls, format difinition and data selec-
tion. The data processing staff can thus
respond to rejuests for new or revised re-
perts

A1l through the implementation stage the total
system approach is to be used. The computer
system is at the base of the entire approach
However, a major area of attention is the users
who need to be provided with the necessavry train-
ing The EDS World Corporation provides support
in this field also by helping to provide train-
ing.

The implementation of this system along with
implementation of training and manual prepara-
tion will provide the following benefits to
the Planning Division:
- Establishment of a data base
which can be up-dated regularly
to provide information about the

availability and cost of different
icems
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Help in the identification
of each project,

Collect information on the cost of
labour equipment and other
materials used by the project
and thus better initial esti-
mates.

Establish a base of resource
standards which can be used

as a reference by the different
divisions and sections to esti=
mate development cost. The cost
listing will help detect the dif-
ference between materials costs
and labour charges, etc. as quoted
by the contractors,

Help in providing cost change impact
analysis

Automated monitoring. Monitor the
physical and financial progress of
projects in relation to expenditure
incurred., ‘It would thus track a
project through the approval and
implementation phases.

Build.a.base of data from which re=
ports be generated to help manage—
ment take decisions. These reports
will help the P&D Division in moni-
toring the progress of projects and
formulating new plans in relation to
the status of on-going and completed
projects.

Produce and redesign reports so as to
maximize computer processing and help
data collection from the different
projects, agencies and contractors.

Base for system development: The CMS
is an integrated data processing system
and the capabilities can be expanded by
the use of an heirarchicalseries of
modular programmes. This simply means
that the CMS can be used as the base
for the development of other advanced
systems by the Division with lictle
modification.

Finally, the system will be Eully do-

cumented after being designed and im-
nlemented so that it will he easv ©n
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IV 3. THE PROJECT PLANNING PROCESS IN PAKISTAN - REPORT
TO THE PLANNING COMMISSION (VELTCH, M.D )

This repnft gzives a comprehensive account of the project
phases in Pakistan. It is divided into 12 sections. Under the adminds -
thrative structure, it loocks into the levels of administration = both
centralized and decentralized, An important point that emerges is that
nearly all communication between the administrative structures are done
by correspondence., A3 a aresult, a great proportion of thein time L5
spent on noutine matters and as such are unable to give sifficient time
to issues of economic aﬁalysis and planning within their sections. This
is a problem for the Planning Commission as well as the PLD departments,
Another result of this is the enormous delays in responding to corres=
pondence, queries, etc. Furthermore, it leads to less Face-to-face con-
tact and guidance. Thus problems arise at the time of filling up of
the PC-1 proformae where there may be inordinate delays in request for

supply of information.

The report recommends that the Federal Ministries provide
technical assistance to the provincial departments. In some cases, these

units do exist but their objectives are not clearly defined.

The next section provides a thorough study of the planning
process, giving details of the Eive year plans, the annual plan, the ADP,
sectoral, regional, local and decentralized planning in Pakistan. It
laments the lack of annual input plan due to which bottlenecks and
shortages of inputs have heen noticed during implementation Such a
plan would be "demanding on dacra" and have "{mplication on the design

of the PC-I prafarma“ﬂ.
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The excessive concern with financial implementation/moni=
toring is because the ADP deals with resources committed to specifie
projects while in the annugl plan it is mainly inter-sectoral alloca-

tion only.

There is also lack of manpower planning in Pakistanm, and
lack of connection between the national plan and national sectoral
plans. Lack of local plans has also led to problems of project idenci-
fication and implementation at this level. Im Sind a form of regional
planning for schools with mapping techniques was undertaken but there

was lack of coordination and lack of knowledge all the way.

The next section deals with Paojeci Identijicaticn, Here
strategies and projects are studied. It is suggested that "if an
heirarchy of plans is prepared, each one should have associated with

it a set of pruiects"ﬁ.

The report then goes into details about project identifica-
tion and the ADP and makes certain striking observations. For example,
all sections need to have a portfolio of prepared and approved projects
for inclusion in the ADP but in reality, bulk of the ADP is taken up
by on-going projects. Next, a block allocation is made in the ADP which
does not require prior identification and approved list of projects.
Thus, a small part of the +DP is lefr for new pruie:ts cthat need Eo
follow the above mentioned procedures for inclusion in the ADP in any

one year.
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Project Formulation

The fifth section deals with project formulation, and
preparation. The majority of prejects are prepared by officials
of the line departments at provincial, divisional and department
level and the Planning Commission and P&D departments are very
critical of the level of preparation. "99 per cent of the per=
sons in the line departments consider the PC-I to be the first

stage.of the project cycle"ﬁ

For large projects it is normal to undertake special
feasibility studies In this situation the PC-I1 is a summary of
the original document. In the absence of feasibilities, a pro-
ject report is written which is used to complete the PC-I and
the report is then attached as an appendix. Thus the PC-I
is the summary of the preparation phocess nathen than the jeam

in which the preparation 4s underntahen,

In some cases to prevent unnecessary expenditure on
feasibility studies the PC-II is prepared, This is a pre~

feasibility study.

For a large number of projects the technical prepara-
tion is done by the Public Works Department (PWD) on behalf of
the line departments The danger with the approach followed

by them is that only one option is given which may have been




designed long ago and may be of a "national™ design not suited
to the sepcific area. 1[It was suggested that it would be help-
ful to go back to standard designs from time to time to see if

they can be improved.

For one-off type of projects a different methods is
followed where there are no standard designs. The problems
here are that the e¢lient department may have only the prelimi=
nary design which is different from the final design that
emerges and adjustment made later may affect the original
purposes of efficiency., Inaccurate cost estimates may also

affect the ADP allocation of the deparcment.

Often, the line departments are not always sure of
what they want and change their minds frequently about the
scope of the project, It is recommended that an engineer be
included in their planning cells to discuss technical matters

with the PWD.

The cost estimates used are very defective., A variety
of methods are employed, 1In one case unit costs are applied
with allowances for variation in project site, labour cost and

transport costs (which are known). This is done where standard
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plans and bills of quantities (BOQ's) are available Alter=-
natively, rough cost estimates (RCE's) are drawn and entered
in the PC-1 as definitive project costs Even where feasibi-

lities have been undertaken the cost astimates are not accurate.

A very relevant point is under-costing which is often
undertaken either to get a pet project approved by keeping costs
artificially low and inflating the benefits, or by keeping the
cost within the limits of certain approving agencies and get
approval quickly.at the lower levels Another peoint is that
once approved, the project can enter the ADP and then revised
cost estimates can be easily inserted. This undercosting is
also undertaken by contractors for securing tenders. The answer
to this‘cuuld be greater contrel Ly the PWD which must approve

the tenders.

An impbrtant problem of the line departments is in-
adequate information while preparing projects One suggestion
is to provide unit norms for all sectoral PC-Is. Another
sugpestion relates to unit costs instead of unit of quantities.
The PWD schedule of rates suitably up-dated, should be an im=

portant source of information.

A eritleal examination needs to be made of the typical
cost structure and costs of construction and maintenance which

is rather high in Pakistan, Furthermore COBCS ghould be shown
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in both units and value form so that shadow prices can be
applied where required. A good project needs an accurate
estimate of benefits to be made which wvaries between sectors
and is not always quantifiable as costs. However, demand

forecasts are as important as costing,

Project Authorization, Appraisal
and Approval

Project authorization is the next stage considered in
this report. Approval follows appraisal, However, for the

sake of convenience and brevity, it is combined here.

There are separate tiers of authorization procedures
for provincial and federal qrojects, and large projects depend-
ing on the size of the project costs. The report goes into a
detailed study of all the stages along with the anticipactory
approval process which is said to have greatly increased the
work of the Development Authorization section. Moreover, the
Project Wing is not consulted when the Planning Commission
provides a short summary of the scheme along with its recommen=
dation for anticipartory approval., [Infrequent meetings of

ECNEC is another cause for the need of anticipatory approval.
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It is also used by projects to escape the thorough preparation
and appraisal stage. The report suggests doing away with the

anticipatory approval method.

After discussing the stages that the project passes
through, the report discusses the appraisal techniques and
methods used. The Benefit-Cost Ratio is frequentlvused in
Pakistan even though it has serious drawbacks. At the pro-
vincial level, there is litecle information about the methods
used while at the P&D departments and Planning Commission,
discounted cash flow methodsare used, The problems in apprai==»
sal arise since the projects are poorly prepared with data gaps

and this leads to a waste of time.

The report gives a comprehensive view of the functions
of the Project Wing but adds that this is an idealisctic wview
of the situation as the Hing'uorks under various types of
handicaps, like lack of information on expected project file,
building, ete. in the PC-I, without which the discounted cash

flow cannot be constructed.

The report recommends that the preparation of the
project be improved before the application of sophisticaced

appraisal techniques are undertaken. Also, the appraisal role




179

of the Project Wing vis-a-vis the technical sections be clearly
defined and a PC;?I as a summary document be prepared which
would be partly filled by the technical section and partly by
the Projects' Wing. This would also help to clarify the role

of the PC~-I1 as a preparation document only.

The Annual Development Programme is the next section
of extensive analysis undertaken by this report. After dis-
cussing in detail the procedure, the ADP proforma and structure,
the stcatus of prn}ects is dealtwith. Even though inclusion in
the ADP requires the projects to be prepared and approved by the
competent authorities, a number of projects are included without
going through the normal procedures of approval while a still
lnrgarlnumbnr manage to inecur substantial expenditure even
though still unapproved, Im fact, some projects come up for

revision due to cost overruns while still in the unapproved

stage.

It is suggested that projects should not be allowed
intﬁ the ADP without having passed through the authorization
process. Two exceptions may however be made: firstly,
when projects are included into the ADP when at an advanced

stage of the authorization process and there are delays in




180

the meetings of ECNEC; and secondly, where a number of small
similar projects make up a programme and need to be implemen-
ted within a year. In such a case, it is not possible to
prepare and get authorization for all of these on time. The
solution to these is inm startlng the preparatien work earlier.
Non inclusion of un-approved projects would help in budgetary

as well as legal control and help improve the rate of implemen-

tation,.

It is possible for a project to pass through the
authorizaction process but not be ineluded in the ADP. The
reason is because the authorization procedure comsiders a
project in isolation without explicit reference to the budget.
There is also lack of coordination in the phasing of projects.
The phasing in the ADP depends on the availability of funds
which has no connection with the phasing of the PC-Is. More-
over, the NPV may be very sensitive to the phasing and a
positive one may become negative due to changes in the phasing
of the project's PC-I due to difference in the phasing of the

ADP.

Moreover, the funds for constructionm are not provided

’
directly to the sponsoring ministry or department but to the
ministry of works or PWD. The lacter place these funds in

their Personal Ledger Deposits Account and then control them.
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The PC-1 Proforma

The next section deals with the purpose, structure
and role of the PC-1 Proforma. The purpose of the PC-I is
surrounded by confusion, and differs between individuals.
According to some, it is a preparation document to be
completed in a sequential manner. For large projects it is
considered to be a summary of information already found in

the feasibility or project report.

From the appraiser's point of view, it is a means of
presenting summarized information to decision makers. The last
group use it as the basis of implementation and monitoring.
However, the link between the PC-1 and implementation is the
weakest link and the information of the ADP is considered more
important, hence the over emphasis on the financial side of

project spending and allocation.

The PC=-I is linked tc many stages of the project cyele
and thus used for different purposes a8 already discussed. The
author suggests that the PC-I should be considered as a "Summary
of the preparation rather than as a prepara:inn document per
se". The amount of information requested is in fact too compre=

hensive but excludes request for data on the new techniques on

pruiect appraisal that have been developed.
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Two of the prineipal faults with the PC=1 are that
the questions are not listed in a logical form nor is the
relationship between them stated precisely. Another crici-
cism is that it does not permit for jtemized costs to be
stated explicitly. This is also the result of problems of
cost estimation in general.

Part A is considered generally uninformative while
part C contains questions that are difficulr to answer accu=
rately and some figure is simply inserted. Morecover, ic is
felt that the information is mever utilized by the Planning
Commission and P&D departments anyway. Thus it can hardly

form the basis of any Annual Inputs Plan.

i1t is suggested that instructions giving guidance
for its completion be provided along with information on
norms, units, prices, etc. The PC-1 should also provide
information about the life of the project and other machi=-
nery which are needed by the Project Wing. It is also
suggested that the use of different sets of PC-1 forms for
smaller and larger projects be used with lesser and larger
number of gquestions as the need may be. However, at the
game time, it warns against the practice of under-costing and

splitting up of the project into smaller ones in order to
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overcome the complicated gquestions required from larger projects.
The PC-1 is not specifically designed for purposes of implemen-
tation and monitoring. MNevertheless, the link between them
should be improved. To achieve this, the following suppestions

are made:

Firstly, there is the suggestion to alleow for
realistic phasing for implementation in
the PC-I. Where cash flow is. needed, a

life of 5 to 10 years is suggested.

secondly, it is suggested to make a preater use
of network analyses or related techniques.
There is no obligation to prepare it pre-

sently.

Thirdly, there should be adequate connection
between PC-1 and the monitoring form
PC-ITIT where the latter should be de-

signed around the format of the former.

Mutually exclusive alternatives should be considered.
Links with other projects wherever applicable should be shown
Risks and uncertainty also be considered., Costs and benefits

«hould be shown at current prices
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The PC-I should also be linked with the accounting
system. It should be more closely related to the proforma
used for incorporating projects in the ADP and ADP progress
review. However, just revising the PC-1 will not solve =zll
the problems (though it is the easiest to do but the entire
procedure needs to be altered with a whole new package of

measures) .

Project Implementation

The section on implementaﬁian covers the entire
gamut of this stage from the lodging of tenders, equipments
and role of PWD, availability of funds to delays in imple-

mentation.

For tendering, the project is broken down into
small components to prevent contractors from spreading
resources too thinly on the one hand, and to prevent cost
escalacion on the already completed part on the other.
Moreover, the same contractor may not get the contract for
the next component of the project. This causes delay in
implementation since work stops after the first stage when
the next is put out Eto teader. These delays could also ba

due to over—-ambitious schedules in the PC-I and ADP.




185

Equipments are ordered by the sponsoring agencies
while construction is done by the PWD. If it costs more than
5 lac the sanction will be given by the Ministry of Finance,
and purchases done on tender basis by the Director General
of Supplies which is a central agency. There are often delays
in the arrival of equipments which may stretch up to the end
of the fFinancial year when the allocations were made in the

ADP .

The PWD oversees the supervising work of construction
and make up the projeect account since the construction funds
are made over to the PWD. This is, however, causative of re-
sentment, It is' suggested that the funds should be made over
to the ministries who would then deal either with the PWD or
the contractor directly and thus be responsible for the imple-~

mentation .

There is often delay in release of funds which leads
to cost escalation and inhibits development. In the case of
equity and other forms of funding by the goverament, corpera=
tions may raise commercial leoans at high interest when faced

with delays in release of funds
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Construction funds are put under a contingency sub=
head and given to PWD. It would be better if the accounting
syatem was altered to be in line with items of expenditure

of the PC-I. This would help in quick release of funds

At the end of the fimancial year, excess funds have
to be handed over to the finance and Eresh allocation are made
in the next year's ADP for funds. There is no automatie
carry—-over of the unspent funds to the next year. As such,
problems arise when equipment arrives a year later than

ordered and funds have been surrendered

Delays in Implementation

Delays in project implementation have been the cause
for shortfalls in plan implementcation. Delays during project
authorization may rtesult in the need for resubmitring of the

PC-1 due to coSC overruns and out-af-dace data in the PC-L.

Another reason for delays is unrealistic phasing
of financial and physical requirements in the PC-I and which
can hardly be carried out. Furthermore the phasing in the
ADP does not bear any relation with the pCc-1, and hence, there

may be delays in carrying out the original design of the project.
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The other reasons listed include delays in release
of funds, general inefficiency, the practice of breaking down
the project inta'smnll components which are separately tendered
out, non-availability of materials, and delays in supply of
equipment. Another important reason is that projects pet
included in the ADP on the basis of rough cost estimates. As
such, there are considerable delays in the final drawings and
finalization of structural designas and bills of quantities.
There ate also delays in seletion or acquisitions of sites.
It is suggested that standardized plans, unit norms, etc. be

used to overcome these delays.

Sponsors often change their minds about their
requirements while the project is at an advanced stage of
preparation. This also causes delays. Another reason far
delays in execution is due t6 the excessive emphasis on
beginning projects without sufficient funds to complete
the rather optimistiec schedule. This along with the
cavalier fashion of project identification and preparation

is an important implementation bottleneck




188

COST ESCALATION AND COST OVERRUNS

There are 5 main causes of cost overruns:

Firstly, initial estimates may be wrong due to over=
stating or more commonly underscating cthe
costs, The latter situation may arise be-
cause in the initial estcimates specific
items had been omitted due to lack of technical
qﬁantificatinn, or because past inflation was
under estimated or future inflations not anti-

cipated.

Secondly, changes in the scope and basic design due to

indecision of the sponsors.

Thirdly, inflation was a very important cause especially
for certain specific inputs and labour. The En-
c;ease in cost thus took place between the pre-
paratien time and the date the costs were in-

curred

Fourthly, the practice of initiating more projects than can
be supported by government funds available; and
thus restricting the amount available to each pro~

ject slows down implementation
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Fifthly, when cost overruns exceed 15 per cent, the PC-I1
needs to be resubmitted and thus implementation
will need to be postponed while the authorization

process is on.

It is suggested that costs should be entered in the PC-I for the
expected date of commencement rather than the date of preparation. This
would however mean a revision of the cash flow., A second suggestion is to
complete the PC-1 at current prices by using an annual escalation rate of
§ per cent on the base year figures. For appraisal, the cash flow could be
converted to constant prices by the Planning Commission and PAD departments,

or alternatively appraisal could be conducted at current prices after ad just-

ing the discount rate.

The method employed should be a part of the general package
deal to improve the overall preparation and initial cost estimaces. This
can bhe done by disseminating up-to-date information on unit costs as part
of the PC-1 or its associated manuals and getting accurate initial esti-

mates and then accurate forecasting of future behaviour

PROJECT MONITORING

Project monitoring aims at making available to the government
machinery informatien about the degree of implementation of the approved

projects. This information is of two kinds: firstly, informacion to ensure
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that the expenditure sanctioned in the ADF is being spent (budgetary con-

trol); and secondly, information about physical progress of projects.
The information is used by the government machinery to link
targets with achievements and to discover whether projects are behind

schedule or not, and if so, then identify bottlenecks and provide remedies.

MONITORING OF PLANS AND ADP

The Annual Plan and ADP together may be considered as part of

a general economic package. The link between the two igs indicated by the

mid-year review The questions asked relate to both the plan and the ADP.

In the pruformé used, the items are listed by sector or sub=
sector and not by projects. Although it is possible to link some of these

with specific projects, it cannot be done in all cases.

A major part of the information for the proforma is taken from
the ADP which is set out project-wise. Thus there is difficulty in comple-
ting this form. It is suggested cthat from the point of view of use of these
proformae, the monitering of plan targets be kept separate from the ADP
provisions. 1In fact it would be better To use the quarterly monitoring
reports to conduct the mid-term review of the ADP The mid-term review of

the Annual Plan should be a separate exercise with a separate proforma
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PROJECT MONITORING

There seems -to be too. much emphasis on monitoring and in=-
sufficient attention paid to processing the information, There are
monthly, quarterly and other monitoring forms used., At the provinecial
level, however, the paper is skeptical about the level of monitoring

done .

The basic monitoring form is the PC-I11 which is divided incto
3 parts, PC-IIL,A, B, and C. The most important from the monitoring point
of view is PC-IIIC which should be completed quarterly and submitted with-

in 3 weeks of the end of the quarter but this is seldom done,

gome of the main problems listed are:

Firstly, physical work achieved not linked to any
target and the targets are given in gene-

ral in the ADP and not itemized.

Secondly, it is not clear as to what constitutes
an item of work. Reference is made to
annexure-I1 of the PC-I but the annexure
qumbers differ for different sectoral
pC-Is., Thus the concept of item is ig-
nored and a single overall percentage
representing the proportion of work comp=

leted is used.
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Finally, the PC-IIIs are seldom completed and returned to
the Planning Commission, while the situacion in

provinces is even worse.

MONITORING OF LARGE PROJECTS

In 1976, the computer pick-up forms were produced and computer
time was hired but the experiment faild. MNext, a revised ser of PC-ILIA
and PC-IIIC were used, In these, specific space was given to 20 items or
activities of the prdject. The second of the two forms is the qul;terly
progress report equivalent te Cthe pe=-IT1IC. A number of large projects also

produce their own monthly progress reports with an ad hoc format.

MONITORING AT PROJECT LEVELS

The PWD monitors the progress using their own forms omn a
monthly basis. This includes monthly expenditure and physical progress,
the latter being based on site visits, BAR Charts are drawn to show
physical progress and kept at the distriet and divisional offices while
the monthly reports are sent to the client departments wicth a copy te
the p&D department. The :iiant department then completes the PC-IIIC wicth
the information supplied by the PWD and then submits it to the P&D depart-

ment.
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In the P&D department, the quarterly PC-ITIC's are discussed
at dePartmuntgl meetings and on the basis of these reports, quarterly re-
views of progress in the ADP are prepared, The monthlv PWD reports, how=

ever, do not come up for discussions at the P&D meetings.

In Baluchistan, the Inspector General of Works is a high level
position that hasbeen created within the P&D department. He works with a
team and can advise on preparation, suggest modification or even stop work
on projects. His function i; to speed up work where there are delays.
However, this should not be a subscitute for a system of project monitor=

ing but a useful adjunct to handle specific projects or problems,

PROJECT MONITORING CELL AND
PROJECTS WING ( IMPLEMENTATION)

Recently, it has been decided to set up project monitoring
or evaluation cells in the provinces to scrutinize the PC-IIIs and déter-
mine which projeets are bBehind schedule and the reasons for it, and iden=
tify problems/bottlenecks faced by a large number of projects It is
not clear whether these cells are toO deal with federal projects only or
all projects. However, whatever is the system evolved, it should be a
comprehensive one to include all projects, Some terms of reference
suggested are: .

= The precise projects that these cells
will deal with should be known;

- They would receive PC-IIIs on behalf
of Planning Commission and P&D deparce
ments;
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" PFC-IIIs be checked For consistency;

- Financial spending and physical
progress be monitored;

- It.should help in the process of

pinpointing and suggest remedies
and speed up implementation,

FREQUENCY OF MONITORING

There is a difference of opinion about the frequency of
monitoring to be undertaken. The line departments feel there is too
much form filling while the P&D departments and the Planning Commission

feel that frequent reporting is essential for rapid remedial action,

Whatever be the advantages of monthly reporting it is un-
likely that with the present set-up the Planning Commission or P&D
departments can handle :ﬁese reports. Moreover, only a small percentage
of projects submit their PC-IIIs. It is thus more important to.extend

the monitoring system rather than to increase the intensity.

Furthermore the quarterly reports might just be covered by
the P&D departments and Planning Commission, The large projects however

have their own system of monitoring and do not fall within this category.
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There is too much emphasis on financial monitoring at the
expense of monitoring of physical progress This is because it is easier
and less ambiguyous Co eXpress monitoring of financial expenditure. For
example, it is difficult to express what 45 per cent of physical work
completed means except for standardized projects where the PWD can come
up with the formula, TEC is thus sugpested to introduce the jdea of acti-
vities and items through some form of BAR or GANTT Charts even for small

projects.

MISCELLANEOUS

- Any attempt to introduce a monitoring
system outside the Planning Commission
should be resisted.

- Since the construction expenditure is
handled by the PWD, some form of
auditing of these needs to be under-
taken.

- The PC-1V should be duly filled-in
and returned. At the momént, this
is not done.

- Sometimes the commissioning of projects
is delayed as the Finance Ministry or
department do not close the project
account after the completion of the
project but wait till the bills are
cleared, It is suggested that the
project account be closed after comple-
tion of the project and gutstanding sums
be transferred to a holding account.
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EVALUATION

After giving an over-view of the evaluation process the

report goes into evaluation in Pakistan

The PC-V proforma is intended for evaluation purposes,
Sponsors are supposed to complete and return this form to the Planning
Commission or P&D departments but this is seldom done and where done,

nothing happens.

Evaluation is done one year after project completion. This
however, is too short a time to give the real picture, The report further
suggests that ex-post evaluation be undertaken by an organization external
to the project or a special body within the government charged with this

task.
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Chapter V¥

ENTIFI ES - TION OF I

V.,1. INTRODUCTION

For the successful realization of physical targets as en-
visaged in the plans it is necessary to prepare a set of well laid out
projects and programmes that need to be successfully implemented. Fro-
jeet monitoring as a management and control technigque plays a pivotal
role in the timely completion (within given cost and time period) and

cffective implementation of the projects.

Between the planning and implementation stages lies the
body of the project, Its success or failure is greatly dependent on
'how well these in-between stages are planned and carried out. In fact
a well planned and appraised project has a much better chance of being

well implemented provided the implementation stage is well carried ouct.

In Pakistan, almost all stages of ‘the project cycle suffer
from problems of omission and commission, only some more than the others
A greater emphasis needs to be placed on certain stages like the imple-
mentation stage which has inherent defecEs and weaknesses in the system,
However, it must be borme in mind that even if this stage was streng-
thened, and projects were well executed, there is no gaurantee that it
would be successful in fulfilling the project objectives or even lead-
ing to the completion of the project. The crux of the matter would lie

in "what is being implemented", This relates to the planning of the
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projeect. Furthermore, any difficiency at this stage should come to
light at the appraisal stage where a badly planned or nonviable pro-

ject should get rejected.

An analysis of the project monitoring studies carried out
by the Planning Commission revealed that out of 154 projects reviewed,
55 per cent were revised, 86 per cent were behind schedule, 94 per cent
lacked a proper implementation schedule and 56 per cent suffered from

1
cost overruns

The planning or preparation stage of the project is not
given due importance in Pakistan, Project identification also suffers
from certain drawbacks due to the centralized nature of the government
There is a single national eceonemic plan and a whole series of sactoral
plans with little interconnection. At the local level, development
planning is used interchangeahly with project planning. This leads to
identification of projects according to the strategy of the plans. As
it happens,hroad strategies and standards are not of much help in
{dentifying new projects What is needed is a local integrated plan.
The integrated planning for Kohistan is an example of the success of
local planning. Manpower planning is also not done effectively in
Pakistan and hence the increasing shorctage of skilled and semi-skilled
workers as and whenre required, With the sscablishment of the Manpower

Commission it may be hoped that this problem will be alleviated to some

extent .
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V.2 PROJECT PLANNING

A project is "prepared" by the filling up of the PC-I pro-

forma This proforma contains 3 parts and 4 annexures: They are:
lia Part A - Project Digest
. Part B - Project Description

and Financing

3. Parc C - Project Requirements

Annexure I L Capital Cost of the
Project

Annexure II = Annual Operating

Expenditure

Annexure III - Foreign Exchange effects
of the Project

Annexure IV - To be used for revised
Projects,

The form requires technical data and information like location, time
needed, supply of raw-materials, process to be used, market demand,
infra-structure, supply of managerial, technical and other manpower,
building size and design, scope for future expansion of plan capacity,
costs and its item-wise break-up, foreign exchange components, etc

The PC-I differs for projects of different sectors in terms of details,

contents, qualitative and quantitative measurements

Besides suffering from the defeccts that are inherent in
the proforma (due to which the Government of Pakistan have invited con-

sultants to revise and improve the PC-I proforma), the planning stage
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suffers from various other defects which make the projects non-imple-
mentable. These were brought out in the projeet review summaries

{August 1978 - June 1983) submitted to the EENECZ. They are as follows:

V.2.1, Preparation of PC-I Proforma

These forms are generally prepared by lower level
pfficials of the sponsoring agencies who lack training, ex-
pertise, and technical knowledge. There is also lack of
statistical data. Incomplete project preparation has led
to the revision of PC-I1 proforma for about 6-8 times thus
leading to cost overruns (examples are Khanpur Dam, Simly

and Huh Dams).

Non-inclusion of essential items and defective
surveys prior to completion of the PC-I, changes in the
scope of work at a later stage, devaluation and the con-
sequent cost escalation have also contributed to delays
in the implementation plan of projects (examples are
Thatta Cement Plant, Kohat Cemant Plant and University

of Engineering and Technology, Lahore).

The PC-I needs to be studied against the project
planning process whose efficiency depends on the adminis-

trative machinery of the government The majority of the
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line departﬁenta consider the PC-I to be the first stage

in the project cycle, while for larger projects it is
generally cpnsidered a summary of informatien that is
already given in the feasibility or project report. The
aﬁpraiserﬂ for their part lock on it as a means of pre-
senting summarized information to decision makers. Further-
more, the link between the PC-1 and the implementation
stage is rather weak. A proforma to be effective should
have a single purpose. Where more than one purpose exiscs,
it becomes difficult to determine what to include and

what to excludea. Lack of qualified staff and expertise

at the lower levels of government where preparation is
done, is one of the main reasons for the poor standard of
projects prepared. Besides, the preparation stage ineludes
the forecast of demands for outpuls; benefits; technical
studies; and costing. All of these needltu be undertaken
before evolving the cash-flow. These are not normally

done by the staff responsible for "preparation"” at the

line department and lower levels.

Preparation of PC-I suffers from many defects,
Firstly, no instruction or guidance is available for comp=

leting the proforma, though a set does exist for the
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pre-1973 forms. The technical terms used in the PC-I are

beyond the comprehension of the personnel filling them.

They simply fill in the form beginning from
question one to the end but the questions are not arranged
in logical order. Some data are inserted ircespective of
their accuracy which only creates confusion. An example
is that of the Fisheries Training Centre, Karachi, where
the bulk of the expenditure was shown under "other charge"
whieh includes rental charges of land, construction of
building, purchase of furniture, equipment and repair and
renovation of vocational training centre. This led to
practical problems since the Finance Division released all
the funds to MFD (Marine Fisheries Department) who were
not competent to undertake the construction of building
and repair and renovation of the vocational training centre.
These should have been released to the PHD. The foundation

work is already 6 months behind schedule&.

The afficers responsible for completing the PC-I
forms feel thatr the data given in the PC~-I is never utilized

by the Planning Commission for planning purposes, since the
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priorities for acceptance of projects differ- between the
appraising and approving authorities. Therefore, the
planners do not make an effort to improve the level of

preparation of the FC-1.

The other inherent problems regarding the struc=
ture of the PC-1 are related to the phasing. The phasing
is not realistic and differs from that of the ADP, For
purposes of implemencation the latter become more impor=
tant though it is the former that has to be implemented.
Moreover, the PC-I phasing is also used in the appraisal
to determine the B:C ratios, efc., while the phasing
in the ADP is done by the Priority Committee on the basis
of available funds. Here again the project's B:C ratio
may be very sensitive to the phasing and the entire exer-
cise ol prﬁjuc: appraisal thus becomes meaningless. There
is also lack of any form of network analysis and no obli-
gation to prepare them. Only annual physical and finan-
cial phasing is required. There iu thus a lack of a pro=
per implementation plan with in=built checﬁs to determine
the progress. Finally, the costs and benefits are en-

tered in the PC-1 at constant prices i.e. net of infla-

tion.
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The PC-1 does not distinguish between necessary
and optional information. Another problem is that often
the government departments wait till the last minuce and
then submit a haphazard PC-I to ensure Chat the allocation

to the department does not lapse.

Due importance is not given to this basic docu-
ments' preparation even though it is a well known fact
that the successful implementation and realization of the
bencfits depends on how well the project's PC-1 has been

prepared.

v.2.2, Administrative Factors

The relationship between Federal and Provineial
Covernment in terms of communication show that it is mainly
done through correspondence which according to Unitnh5 has
three implications. Firstly, it leads to waste of time in
routine matters leaving little time for handling wider
issues of economic analysis and planning. Secondly, it
leads to enormous delays in responding to correspondence,
quuries and clarifications, Thus a longer time is re-
quired in getting projects initiated and is also said to
be responsible for undercosting. Finally, at the project
planning stage when PC-1s are filled and sent in, .there is
a'long wait before the sponsors receive requests for more

informacion.
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v.2.3, Cost Estimates

In the absence of standard ecosting procedure,
Rough Cost Estimates are used which are generally in-
accurate (as discussed in Chapter I1). However, a
more deliberate attempt that is made is that of under-
costing and the resultant wide divergences between the
initial and the revised costs., These cests have no re-
jationship with the market trends, This undnranating.is
done to make the project loeck atctractive by keeping costs
low and inflating benefits. It also helps to get the '
project nccnptéd. Another reason is that since there is
a cut-off limit for projects appraised by the PDWP, CDWP, "
and ECNEC, by undercosting a project it is possible to
get the project approved quickly at the lower level and
save time involved in correspondence and in the long
wait between the submission of the project and the meeting
of the ECNEC at which the preject is to come up for approval,
However, if the appraisal stage ijs efficient, these pro-
blems would get pinpointed and the projects sent back for
proper planning which will also improve their chances of i
being implemented. The schedule of rates used is gbsolete
and there are no standard plans and specifications for

civil warksb
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In the absence of standard rates in all spheres
of costs, the NESPAK rates may be used for roads, bridges
and national highways The railways alse produce a

schedule of Tates.

Costing also does not account for inflation or
other changes, since they are concerned with the costs
at a particular point in time i.e. current prices a}e
used. Moreover the investment deflator is not used even
though it exiscts These costs thus differ from the real
costs that occur during implementaction, thus leading to
serious cost overruns(as, for éxample, in the case of
Thatta and Kohat Cement Plans). This is more clearly
brought out by the practice in the C&W department (PWD)
where only a 5 per cent contingency is provided (2 per
cent for workcharge and 3 per cent for unforeseen items).
When this is compared against the rising rate of infla-
tion, cost everruns are all too obvious. Moreover when
projects are not completed in 2-3 years, the difference
between the cstimated and real costs grow wider and a
revision of the project becomes necessary along with all
the problems it entails. Inconceived or ill-conceived

measures at the planning stage thus land projects in
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difficulcies at the implementation stage. Some projects
get dropped, others are revised downward in scope and
size, while still others surface with a vastly altered

cost and phasing.

Another problem is lack of teehniecal informa=-
tion in the line departments, due to lack of unit norms,
and hence inaccuracies in the information provided in

the PC-1 regacrding costs.

The costs of building are particularly high in
Pakistan?. The initial capital cost of building comes
within the PWDs scope while that of maintenance is the
responsibility of the department's recurrent estimates.
If there was close coordinarion between the two, there

would be better chances of cutting costs,

Link Between Financdial Resources
and Physical Worh

While making financial allocations, the sponsor-
ing agencies do not link the financial phasing of the
project with the resource availability, Furthermore,
the financial institutions too do not give it the neces-

sary importance As a result, at the implem ntation
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stage, resurces are often not available when required.

§imilarly the physical phasing in the PC-I are
unrelated to the technical capability of the executing
agency at that point in time. A case in point is the
SCARP II (Cﬁaj Doab) project where 3300 tubewells were
to be installed between 1960-61 to 1963-64., This project
was not completed till 1983 due to lack of technical
capability of WAPDA for that time period for that parti-

cular project,

Phasing of Physdical Resourcesd

The phasing of inputs is not related to the ac-
tual quant{ty of work to be done it is a vague concept
where the phasing is done in terms of certain percentages
of work to be done. As a resule, it is left to the pro=
jeet director who allocates resources according to his |
own wishes. This results in misallocation of resources
in terms of time and quantity. Often the executing |
agencies may need to change their priorities which ad-

versely affects the project's implementation schedule.

Netwonk Analysis

The PC-1 proforma does not provide for the in- ]

clusion of network analysis like CPM, PERT, BAR Charts,
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etc. These play an essential role to ensure that the
financial and physical phasing are carried outr on sche=
dule and the authorities can be warred as to bottlenecks
and problems that will emerge in the future, so that necessary

action may be taken,

Thus the preparation of the project remains a
weak point in the planning structure of projects; Various
steps have been taken by the government like the sectcing
up of the machinery (as discussed in Chapter LI1) at the
Federal and Provincial level alongwith the setting up of
training institutes to train manpower. The Planning and
Development Division are also to help the sponsoring
agencies in project preparation where they are unable to
plan their projects, Hopefully, the future may see some

positive results. At least, the. consciousness is there.

There have been visible efforts with some progress
both at the Federal and the Provincial levels in creating
and strengthaning the statistical organizations and the
application of computer technology; progress has also been
mnade in the collection, compilation, storage and supply of
economic indicators which can be used at the planning stage
of projects., However, there is still deficiency in the
availability of up-to-date and reliable data at the provin-

cial and local level, especially, data in project/programme




implementation, development indices, training of statis-
tical and monitoring personnel, administractive and develeop-

ment processes, and data processing.

v.2.4. Demarcation of Responsibility

The demarcation of responsibilities batween the
different agencies or participants play a very imporctant
role in the proper monitoring and hence execution of the
project. Lack of responsibility has often led to dis-
benefits (costs) from the project. A case in pointc is
that of the Buner Agriculture Development Project, Dis-
trict Swat, where the water channel for irrigation was
not maintained, thus resulting in the silting up and
damaging of water channels due to lack of demarcation

of responsibility between the farmer and line depnrtmentsa.

v.Z2.5. Egptdinatinn

Another aspect of demarcation of responsibility
is coordination of efforts, which needs to be well planned.
When planning is done in isolation by individual agencies
with no plan for coordination of work, problems are bound
to arise. Examples abound where the projects have not
been able to meet their cargets due to the absence of

coordination. The problems and cost-overruns in the gas
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supply for the Residential Accommodation projects at

Dhanna Singh Wala, Lahore, is an example of thisg.

Another case is that of Fisheries Training
Centre where the livestock Departments and Marine
Fisheries Department are both involved but lack of co-
ordination has led to problems with the project, and
although it was due to be completed in 1987-88, it is
now not expected to be completed till 1990-91, with only
7 per cent of the funds released having been utili:edlﬂ.
The Dir Area Development Project is yet another project
which suffers due to lack of coordination among the pro-
ject staff and the staff of the line departmexts, There
is also visible absence of coordination at the Federal
level between the different sections of the Planning
Cnmmissiun,lt.g. between the technical sections and the
Projects' Wing. Nor is there much coordination between
the Projectd Wing (Appraisal and gvaluation Section) and

Economic Planning Sections which is necessary b0 determine

: p . . 1
the national parameters in project appra1sa1'

%.2.6., Data/Information Gaps

In .the absence of accurate data and information,

proper planning cannoct be undertaken and targets cannot
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be achieved, Projects are often planned in Pakistan and
sometimes even the execution stage is reached, but then
the projects get delayed for having been conceived on
inaccurate bases. A case of this nature is the project
for the "construction of 5,160 houses for grade 1 to 21
Federal Government Employees at Islamabad. According to
the PC-I of the project, construction was to be done in
sectors C-11, G=12, E-12 and D-12, but the actual cons-
truction is being done in I-8/1 and 1-9/4 Th; reason is
that provision-in the PC-I was made without the availabi-
lity of land or land having been secured in those sectors,
This has not only affected the location but will also

change the caatslz.

Sometimes there is data gap not due to lack of
data but because data are deliberately withheld where it
is expected that the results are not in Favour of the
project. An example is that of the Dir Area Development
Project where the economic rate of return was estimated
at 16 per cent but the project has been revised due to
cost escalation. Presently, economic analysis is mot
possible as data have not been provided by the project
authorities., But it is obvious that with this rise in
capital cost and delay in execution, the economic rate

> 13
of return is sure to be low .
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V.2.7. Absence of Strategy in
Planned Projects

Fven from amongst the so called planned projects,
i.e., those that go through the formalities of the planning
to the execution stages, there is a clearly observable
absence of strategy. According to the review repu:tlﬁ,
there is absence of strategy in the project on the cons<
truction of Residential Accommodation for government
employees at Dhanna Singh Wala, Lahore. HNeo planning secems
to have been undertaken for the execution of the project
especially in the acquisition of land, gas, construction
strategy, health and education Ffacilities. It took 84
months to acquire the land against the 12 months envisaged
in the PC-I at a cost overrun of 102.7 per cent. The
Pak PWD is still not in the possession of this land
(which is private land). The overall cost overrun is
estimated at 36 per cent and time overrun of & per cent
for the same scope of work (and with the present figures
of official inflation rate). Also due to lack of plan-
ning there is often change in the scope of work during

the implementation stage as is seen in the case of Quetta

Water Supply Project.

- Another aspect of lack of strategy is the case
of ad hoe proposals based on insufficient investigation
and preparation Compounded with this is the absence of

a framework under which priority ranking may be undertaken

. PO
during scrutiny
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v.2.8. Planning for Personnel

Although the PC=1 provides for information on

personnel, lack of trained personnel is a major cause of
problems with project execution. Whether at the planning
stcage or implemencation stage, there is an acute shortage

of trained personnel. Their absence is most seriously

felt at the planning stage since poor planning will result
in a poorly executed project even with trained staff at

the executing stage. According to an expert at the Planning Commis-
sion, even in the PWD the staff for studying the feasibility and other .
planning aspects . of the project is the lowest priority staff

who are not motivated like the rest of the field ataff.

The good and trained staff all opt for the field jobs.

Lack of project directors is one of the most

common complaints as is seen in the Fisheries Training
Centre Project, Karachi, and Baluchistan Minor Irrigation
and Agriculture Development Project. This problem is
faced in the other stages of the cycle also. The Dir
pevelopment Project has get up 4 monitoring team of its

own but the officers are inexperienced in project moni-

toring and hence their effectiveness is limited

v.2.9. Concept Clearing Committee

The Concept Clearing Committee plays a very

important role but the procedures laid down for its




216

functioning should not be by=-passed as is often noticed,
in the practical functioning of this body. In the case
of the EEC assisted project of Eunerla it was noticed
that the project had not obtained :he_clearance of the
concept and this point was brought out by the Planning
and Devaluﬁment Division, but the sponsors indicated that
the Government of Pakistan had formally entered into an
agreement with the EEC for aid and there is pressure for
its implementation., This is violation of laid down rules.
Thus the Concept Clearing Committee is not able to per-
form the role it was set up to perform, Negotiatiens
should not be undertaken for aided projects, and if

they have to be, they should certainly not take the form
of formal agreements, without :getting the go ahead from

the Concept Clearing Committee.

V.2.10, Concluding Remarks on

Project Planning

The planning stage which is the most crucial
stage of the project in Pakistan is not what it should be.
It suffers from omissions and commissions as has been
expressed in the preceding paras. The greatest drawback
is that there is no jowward planning ox contingency

planning It is all planning in isolation for an individual
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project under a given set of conditions in the hope that

these exogeneous factors/conditions will remain comstant

411 through the implementation Stﬂge; which seldom happens.

No eEfort is made to fest the paramefers that
the projectsare Sensitive to, and then contingency plan be
provided for any eventuality, simce all projects are not

sensitive to the same parameters.

Planning for trained personnel or manpower plan=
ning for the different stages of the project is a very
important aspect of project planning which is also not
prevalent in Pakistan. The Planning Commission was to
establish a Project Training Institute which has net yet

been established even after a lapse of over 5 years

Another important aspect of the planning stage
is motivation of the personnel. This is also sadly lack-
ing since planning is not a priority in the job market.

It is neither rewarded nor regarded for what it does and

can do.

The planning stage seems to begin and end with
the §iLling up of the PC-1 profoama which itself suffers
from inherent defects and even the filling in is not done

judiciously nor with accurate data.
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V.3. APPRATSAL

After the project .has been prepared, it is appraised.
This is done firstly. internally by the sponsoring agency itself, and
then submitted to the provincial P&D for provincial subjects and the

Planning and Development Division for large national projects.

It is appraised from technical, managerial, finamncial,
economic and social points of view. Technical and managerial apprai-
sal is done by the technical sections. Financial appraisal comsiders
the financial viability of the project from cthe individual entity's
point of view, while economic appraisal looks at the project's contri-
bution to the national economy and the justification for investment
of scarce resources into the project. The social analysis looks at
the distributional impact of the project. These are done by the
Projects' Wing (Appraisal).

At the appralsal stage the aensitivity test is also
looked into. This shows the parameters that the project is sensicive
to and the fluctuations' of whieh will adversely affect the total re-
turng. The discounted and undiscounted measures of project worth are
also considered like the B:C ratio, IRR, NPV, Ranking by Inspecton,
pay back period, proceeﬂs per rupee of outlay and Averaﬁe income on

Book value of Investment, Distinction is made between return on capi=

tal and return on equity. However, the B:C ratio is the most Erequent-

ly used ratio despite the Ffact that it may give incorrect tankings, is
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sensitive to the distinction between gross and net benefits and costs,
and its computation needs a fairly elaborate set of figures to be

discounted.

For industrial projects financial analysis is undertakeni
for other sectors, only the subsidy is determined. The appraisal stage
of the Project Cycle in Pakistan also suffers from many drawbacks.

Economic appraisal needs to be given more weight than is
done presently, due to which many projects get located whose contribu-
tion to the nationmal economy is less than the investment guarantees.
There is lack of technical staff to undertake the appraisal of a very

large number of projects.

Additonally, it is necessary for the appraisers to ensure
the existence of the provisions that are shown to exist by the sponsor=

ing agencies. like gas, power and physical infrastructure.

The PC~-I needs to be thoroughly checked and the estimates

compared with the real prices and availability of inmputs in the market,
|

The costs must also be meticulously checked and cross-checked with the

existing prices to prevent over or underestimacion, This is not i

done.
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The technical capabilities of the sponsoring agencies need
to be verified. There have been cases where Projects have been appraised
and approved but where the executing agencies have been handicapped by
lack of capable stgff or other arrangements to carry out the project.
According to an officer of the Project; Wing,for Economic Analysis
the World Bank methodology is followed but no one is fully aware of
the methods of CBA followed, This is a limiting factor. Only the
Bruno Ratio is caleulated and the marginal rate of protection deter-

mined.

The PC-I document and regular statistics are used for
determining economic prices and where possible, the CIF and FOB are
used. The PC-I gives information about traded and non-traded goods.
fheae are segregated and a conversion rate of .9 is used implying that
the shadow exchange rate is 10 pPer cent higher than the aofficial ex-
change rate, Thus the SCF (Standard Conversion Factor) used is 909

For social sectors, the unit cost is used.

Normally the economic and social appraisals employ shadow
or efficiency prices to determine the real cost and cuntributians of
resources employed by the project, This is done since there are market
distortions due to which the market prices do not reflect the real
value of the factors of production. In Pakistan, there is hardly ;ny
use made of shadow prices. Hence the economic appraisal is merely an
estimate, and dependent on subjective judgemencs of the appraisers.

Moreover, shadow prices are normally national parameters which need
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to be up=dated with the change in the econemic situation., This is not

done in Pakistan. The oppnrtunity cost of capictal has been fixed act
12 per cent, fur the industrial sector it is 20 per cent (since the

5th plan), and for private projects it is 15 per cent, which has not
been changed and has thus become irrelevant. The rate of return (for
project appraisal) that is determined for financial appraisal, using

this rate, is thus a meaningless exercise.

Economic analysis is not required by the PC-I but the
summary For ECMNEC must contain all the financial and economic analyses,
Normally, all industrial, SCARP and WAPDA (irrigation) projects undergo
in-depth financial and economic analyses. Sometimes it is even used to
bias a project's acceptance.

There is also no relationship between appraisal and in-
clusion in ADP. Selectiuﬁ is not based on the viability of the project.
The ADP has its own priority and selection criteria which are not based
on CBA criteria or project efficiency, but linked with the plan objec-
tives, FEven a good project may get rejected if it does not meet :h&l
ADP priority criteria. The system should ensure that the projects 4in
the pipeline ane appraised. This {8 not done. According to the
Projects' Wing experts, there should be a systematic relationship
between the appraisal, approval, monitoring and evaluation syscem,

No use is made for Eeudha;k purposes of the information obtained from
monitoring with the results obtained by appralsers on the ravised

data.
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Another problem is that financial allocations are never
made in the PC-1 document as shown in the ADP., The phasing, however,
has a crucial role, and any changes in this will change the ecomomic/
financial viability of the project and thus the results of the apprai-

sers are superfluous for the project.

The Appraisal Wing does not have an institutional link
with the Monitoring Wing. Whatever representation exists is on
an ad hoc basis, The major problems at the appraisal stage are poorly
prepared projects, where data are missing, projects presented without
explanation, or the projects are just not done in a way to allow the
application of modern techniques of discounted measures of project
uor:h; There is also lack of knowledge about the techmiques of apprai-

anl at the different levels of decision makers.

Projects securing anticipatory approval are not appraised
at all and yet it is difficult to back dut of its implementation For
project appraisal by the provincial departments or statutory bodies
there is little information about the form of appraisal done It may
vary from ad hoc decisions for meeting certain objectives with some
technical cnnsideratiéns to full discounted c¢ash flow methods. How-

ever, it is still a very weak area in terms of staff and expertise.
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V.4. APPROVAL

Subsequent to preparation and submission is the project
approval stage. Nofmally a project receives approval after it has
been appraised by the relevant authorities but there may be exceptions
to the rule as in the case of anticipatory approval which makes the

project a fait accompli.

The institutional arrangement for project approval has
already been discussed in Chapter II. These inter-departmental agen-
cies form a useful hierarchy of fora playing their role in a thread-
bare discussion of p}nje:ts at the different tiers of the approval
process, Despite the advantage of these institutions however, there
is a growing feeling that a more decentralized process of decision
making would help in preventing delays in project implementation and
cost escalation. There have been cases where the projects have not
been implemented due to inordinate delays in the approval process.
This has rendered projects non-viable, especially those that were
sensitive to the project life or time of starting the operation and

hence the time of phasing of the costs and benefits,

After approval the projects are implemented by beng

included in the ADP, There are two situations where projects may get

included in ADP without going through the approval !Lage‘r.
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"Some unapproved projects may be included

in ADP while they are still at different
gtages of examination but for which funds
will be released only when CLhe project has

been approved

Some urgently needed or high priority

projects may get implemented without going

through the proper approval channel. They
are given antiecipatory approval by the com-
petent authority. This may be done in a2
situation where the time factor is important
and a meeting of ECNEC or other approving
body is not immediately in sightia, or

when there is an emergency, It has, however,
been observed that the provision of antici=-
patory approval has been used very liberally
in the last few years and for léng periads,
leading to the incurring of heavy expenditure
prior to the project passing through the
approval process and channel. Examples are
Port Mohammad Bin Qasim and Bolan Medical

College.

There have been cases where the sponsoring
agencies split up the projects into a multi-
plicity of smaller ones just to aveid scrutiny
and approval by the PDWPs/CDWPs and ECNEC As

a result, projects get implemented which mighe
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otherwise have got rejected by the different
tiers of approval. Projects which are thus
planned in bits and parts instead of an in-
tegrated whole suffer from difficulties in
monitoring. Examples of such projects are
the Faisalabad Agricultural University where
12 small schemes were prepared; the Quaid-e-
Azam University where 4 additional schemes
were initially prepared and the Satpara Dam
at Skard:where & mini schemes were prepared

nriginally‘g.

Some times a number of projects may incur a
large amount of expenditure while still
unapproved even though expenditure sanctions
are not supposed to be issued prior to grant-

ing of administrative approval.

Projects undergoing anticipatory approval nor=

mally suffer at the implementation stage since they

do not underge the normal appraisal and other
procedures where some of the defects of the

project may be brought to light and eventually
rectified. Although it is a lengthy and cum=

bersome procedure, it still acts as a check

on the planning stage and helps save precious 5
:ésaurces which might otherwise be wasted on
un—-implementatable projects. The Quetta Water

Supply Project is one such project that went

into implementation with anticipatory approval

in Movember 1982 while ECNEC gave approval in .
1984 (after 2 years). It has already been revised
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onece for costs and the cost overrun is estimated
to be 78 59 per cent in excess of the original
cost There has been a 2 years' delay in comple-
tion already and is expected to take another 9
months more. There have been cost overruns in
all the sub-components of the project and change
in the scope of work for a number of items. The
ultimate cost overrun is expected to €371 per

cent in excess of the original schedulezn.

Anticipatory approval as a technique would not
have caused problems had it not been misused.
Anticipatory approval is used to circumvent the
normal procedures of project preparation and
formulation. They are further helped by the
infrequent meetings of ECNEC. In fact, between
October 1988 and April 1989, there was only one
meeting of ECNEC. Long delays in the approval
of projects betwesen CDWP and ECNEC also lead to
cost overrun, as in the case of the Quetta
Sewerage and Sanitatien Project which was approved
by CDWP in August 1985 and ECNEC in April 1986.
The cost overrun is expected to be 139.4 per
cent2!. This was due to the sensitivity of the
project to the implementation year which the
wlanners did net {ndicate and approving agencies
did net ecensider. - : 5 .
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v.5. IMPLEMENTATION

The inelusion of a project into the ADP is the first step
in the implementation process. The sponsoring agencies are normally
responsible for the execution of the project The civil works are
carried out by the C&W department but the Project Director, who is
appointed by the sponsoring agency, is responsible for the implementa=
tion of the project. At this stage, the anticipated and unanticipated
problems all emerge due to faulcy planning, appraisal, approval or

inability to monitor and implement the project as envisaged.

Some of the major problems are lisced below:

v.5.1. Financial Problems

- Lack of resources both local and foreign
for funding projects; the tied nature of
foreign loans; and time lapse in negotia-

tion and committment of foreign resources.

- Delays in the release of funds by the

Finance Division.

= Inability of the executing agencies in

timely urilizaction of available funds.

- Discrepancy between the approved phasing
of funds and the availability of funds

for implementation.




Cost escalations and hence cost overrumns
(especially where imported machinery and
raw-materials used) due te exchange rate

fluctuations.

According to the C&W department,there is 10-20
per cent cut in the funding of the project .
during financial constraints. As a resulc,
no work is fully funded and hence projects

remain incomplete.

For purposes of tendering, projects may be
broken down into a number of small compe-
nents (like a long road). The object is

to prevent contractors from spreading their
resources too thin, and 1f there is cost
escalation, the comtractors cannot charge
for the part already completed. Problems
thus arise and delays are caused since the
second component has te be put out to tender

again and this stops work.

Non-availability of funds =as and when
required also causes problems Funds are
released either to the executing agency or
the PWD or C&W (provincial) normally on a
quarterly basis but more often finances are
not released on time. On the ome hand, this
causes delay and on the other, funds may be
left unspent due to time limit and late re=

lease and hence the need to surrender the
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funds, This ultimately results in smaller
alloeations. ‘in the next year. It also
affects the implementation work of corpora-
tions who need to borrow at commercial rates
to tide over the situation and thus results
in an increase in costs. Another reason for
delays is over-committing of funds, as the
emphasis is on the commencement of projects
without the availability of funds, and with
a schedule of the project which is too opti-

mistic to be met.

Cost overruns and cost escalation play a

major role in delays in implementation.

Cost overruns may occur due to poor prepara=
tion of projects with wrong initial esctimates
or deliberate under-costing to make the BT
project acceptable. Low initial costs may
also result if specifiec items are not iden-
tified and left out of the budget or if the
unit cost used is teoo low, and wvhere inac-—
curate estimations are made of past and
future inflation trends. Cost overruns may

also result due to exchange rate fluctuations,

Again, cost overruns can and do occur when

the PC-1I needs to be resubmitted in case of
a cost increase of greater than 15 per cent,
and implementation may need to be postponed

during this reauthorization phase.
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Finally, where sponsors are undecided about
the scope and design of the project and
change their mind during the implementation
stage, delays will result and hence cost and

time overcun.

v.5.2 Problems Related to Raw
Materials and Machinery

=, Shortage of raw materials may arise due to
the absence of a time plam with phasing of
raw materials showing the requirements of

the project at particular points in time.

- Problems related to the acquisition of land
where PC-1 is drawn without gxistence of
available land at that particular site;
fluctuations in the price, and changing
of location after approval, all cause imple-

mentation Snags.

- Absence/lack of essential services like
electricity, water, gas and other infra-

structure.

- High cost of imported machinery due to EWO
main reasons: firstly, tied nature of loans,
and secondly, due to changes in zavernment
policies Compounded with these is delays
and inefficiencies in the installation of
machinery and lack or poor quality of servie-

ing facilities (sometimes).
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v.5.3 Problems Relating to Availability
of Required Manpower

- There is an acute shortage of qualified
personnel to formulate and prepare pro-

jects and to man/execute the projects,

= Skilled and semi-skilléd labour of the
requisite type also seems to be in short
supply due to large-8cale exodus to other
countries. Within the country, the less
developed regions again cannot attract/
retsin skilled personnel as they lack the
social and physical infrastructure of the

more developed parts of the country.

- Shortage of managerial, professional/
technical experts have always been a curse
for development which is common to all
developing countries. Where expatriates
are used the terms and conditions of their
employment are such that their services

cost heavily and lack permanence.

<= Lack of qualified, homest contractors play
an important role in adversely affecting

the implementation process.

v.5.4. Administrative and Structural
Problems

Where approval is given to non-viable projects,
or where contracts are awarded on political basis

without the requisite qualification, or where
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selection of site is un-economie, problems/
delays will certainly arise during implemen-

tation.

= Absence of appropriate cost and physical
standards do not allow for effective tech-
nical and economic appraisal at different
levels to be undertaken. There is thus
an absence of link between coOsStS and phy-

sical targets.

- There is lack of inter-agency coordinaction
which together with delays in implementation
also leads to non-utilization of existing

facilicies.

= However, the reason for the executing agencies' in-
ahility to handle anticipated and unanticipated prob-
lems is due to the I&ﬂ& 04 an appropiiate med et 1
progress monitoring -system at the Federal,Provincdal,
and Profect Leved., There are thus cases where it has
led to delays of 17 years in the completion
of projects like the Karachi Irrigation

Project (HUB DAM).

In fact all the aspects that #re not well
planned or considered during the planning
stage and over looked during the appraisal
stage emerge as bottlenecks during the

implementation stage, oftentime, with heavy

costCs




233

Vv.6. MONITORING AND CONTROL

The aim of monitoring of projects is to inform the relevant
authorities about informatiom regarding the degree of implementation of
the different projects being implemented This concerns information
regacrding the sanctioned ‘expenditure (of ADP) that is being utilized
(this is a part of the on-going budgetary control) and the physical

progress achieved.

Monitoring and control of the progress of implementation
is required to ensure that the targets laid out are peing achieved in
the manner planned and to idenctify and overcome bottlenecks as and when
they arise during implementation (which may slow down the process of

execution).

Pakistan has made several atgempts Lo streamline the moni=
toring process at the federal, provincial and project level (see
Chapter II1). However, je is still in the process of evolving an
efficient system through trial and error, keeping in mind the finamcial

and administrative conpstraints

After establishing the various organizations and institu-
tions, there was a move LO cnmputerize the progress of large development
projects of the ADP in 1974. But the process Was not satisfactory till

iacte. The reasons hningzz:-
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Lack of interest and responsiveness of

the project authorities/executing agen=

clies;
Irregular return of forms;

Returning incomplete forms due to lock of
training in completing the computer pick=up

forms; and finally,

= Inadequate staff with the implementing and
progressing section at the federal level to
be able to carry forward the programme of
computerization effectively as a project

monitoring tool.

Thus the programme was shelved and it was decided to develop an inte-
grated monitoring system using field visicts and the results expressed
through reviews, summaries and meetings of the institutional orpgans

(like the sponsoring ag;nciea or project directors, the Planning and

Development Department, the Planning and Development Division, ECNEC,
etec. ).

Information collecred to monitor and control projects
wera alse to be undertaken with the use of the project monitoring

{P.M.) Proformae and quarterly, half-yearly and annual progress reports

It has been felt that the Government of Pakistan is
seriously interested in ensuring that monitoering/control of projects
is undertaken, but there are various sSwags in fulfilling the wishes
of the government. The major snags are lack of processing of the infor-
mation collected, too much information collected, lack of trained person=
nel, and absence of an institutional monitoring set up with forward

and backward linkages.




V.6.1. Honigprini_and Control at
the Federal Level

a, Site Visits

gite visits are an important method of
progress monitoring and undertaken at all levels
from the project executing staff to the staff of
the Planning and Development Division. In the
latcter case, it is for -larger projects
costing Rs. 50 million or maTe. The
main idea of this exercise ig to verify the pro—
gress of cthe projects and to check the filled-in

forms/progress reports

The advantage of these site visirs is that,
on the one hand, it makes the implementing staff
aware of their responsibilities (the physical
presence of the monitoring team is more effective
than the mere sending back of informaticn), and on
the other hand, the inspection teams check the
filled-in forms for incomplete informartion and

inconsistendes and verify them with facts on the

ground.

Finally, the monitoring/control authoricy 1is

also informed about the obstacles/bottlenecks that
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are not only written down but also observed. Some
obstacles may be provided with on the spot solutions
while others are referred back to the higher tiers,
who are made aware not only of the bottlenecks and
their causes but also the situation that will emerge
in.terms of implementation plan, if action is not

taken.

However, despite the advantage of spot visics,
their efficiency as a monitoring device is greatly
impaired due to lack of coverage and inadequacy of
gtaff. Furthermore, the Projects' Wing(Appriasal)
feels that ics representation in the monitoring team
is at a low key and not institutionalized. Their
representative is only one moTe member., A stronger
and more effactive representation of this section
is needed if the monitoring function is to be per-
formed effectively (im consonance with the data as
revealed during appraisal) and for a petter linkage
between the approval and implementatiun aspects of

the project.

The number of projects in the ADP of 1979-80
was 1200, ia 1982-83 was 11892 3while in 1987-88,it

was 4000 at the Federal level and about 8000 for the
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country as a uholeza. At one time, it was decided
to monitor gnly those projects costing more than

Rs .50 million. Even so, the number came to about
250 projects. With tﬂe strength of only a handful
of officers in the Implementation and Progress
Section, it was not possible to monitor even these.
Therefore, it was decided to monitor the major pro-=
jects of this category or those which were facing

gerious implementation bottlenecks.

On an average about 32 projects were monitored
reviewed annually, as may be seen from the table

heluw25:

PROJECTS REVIEWED

1978-79 1979-80 1980-81 1981-82 1982-83 Total

Ce—

i. Water Resources 15 12 14 5 3 49
ii. Transport/

Communication 8 - 9 5 1 23
[ii.Industry 9 5 7 1 1 23
iv. Powver 6 5 3 k] 1 18
v. Education % 2 1 7 - 11
wi. Agriculture 1 - 2 3 1 7
vii.Mass Media 2 1 2 - 1 ]
viii Health = [ - 3 1 5
ix. Physical Planning .

and Housing - - - & - &

Total ProjectgReviewed 642 26 38 31 9 146

As Special Assignments - [ 2 4 4 14

Grand Total 452 30 40 35 13 160

Source: Chaudhry S.M., p.13:
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Thus the extremely small coverage makes the exercise
less effective at the national level. However, it
has helped to pin-point many common bortlenecks

which will be discussed in the subsequent sectiomns.

b. Summaries

These summaries are prepared on the
basis of site visits and the filled-in proformae
returned by the executing agencies, and are the sub=
mitted to the ECNEC. The advantage of this method
is that the ECHEC is apprised of the progress of
these projects which forms the link between the
decision making authoricy and the implementing
agency. Moradover, the ECNEC acts as a forum for
discussion of projects where inter-ministerial
action is required for & particular project since

all the relevant ministries arte represented.

These reports also help in highlighting
the financial, administrative and various other
problems related to implementation. However, the

effectiveness of this method is impaired by the
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fact that the monitoring proformae are seldom
filled in properly and returned . Moreover, the
officers entrusted with the duty of monitoring

of progress at che federal level seem LO be unable
to carry-out their assignments and hence problems

go unnoticed till much later

Furthermore, there is no mechanism
to allow prompEk action to be taken where the
executing agencies lag behind in submitcing the
monitoring forms. The Federal and provincial
Ministries responsible for the execution of pro~
jétts themselves do not cake approprinte sceps

to ensure that the monitoring forms are duly filled-

in and returnaed.

Finally, no proper monitoring arrange=
ments are found in the executing ministries/Divi-
sions. As a result, they are unable to provide

information requested [rom them about the progress

of the projects.
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c. Moniteaing Profonrmae

The proformae are seldom filled-in and
returned regularly. Moreover, the various cempo-
aents factivities of the projects are not listed
in the PC-1 which would allow for systemactic moni=-
toring to be done. The physical work 0§ monditoring
in the forms L8 connected with the targets in the
pc-1 while the §inancing is nelated to the phasing
in the ADP, There is thus no link between the
financial phasing and physical ctargets achieved

for purposes of monitoring.

The monitoring forms do not require the
use of techniques like CPM,PERT,BAR Chart, etc.
to determine the probable time for project comple=-
tion or to monitor physical and financial results
of the projects. Whenever there are ctime or cost
gverruns, & noew set of critical activities emerge,
but without the above mentioned (or some other)
techniques it is not possible to determine OT
anticipate the new situacions that will emerge.
The problems of non-availability of inputs that
have arisen in the past could have been handled
with the use of network analysis. Presently,there

is more emphasis on financial rather than physical
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monitoring, as the proformae are also biased to-
wards the former. The reason being that financial
targets are a more concise estimate than Pt
physical targers. !oreover, except where stan-
dard measures are used (like plinth level, etc.)
the measurement of physical progress is a vague
concept where there are no standards against which

it can be measured.

d. Reviews

Special review Feports are prepared by
the Implementation and Progress Section for major
development projects and those projects that are
monitored by this Section These are then submit-
ted to ECNEC Some of the specific projects re-

viewed are the following:-

—~ Buner Agriculture Development
Frojeatgﬂrug Abuse Control

It was noticed that designing of certain

schemes were not according te the pro~

fessional standards of efficiency due to
lack of involvement of the line depart-
ments and dependence on the personnel of

the Project Implementation Unic.
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- Pood Security Management
Project - Economic and
Poliecy Analysis

The ADP allocation and funds released
during the first two years Weremore

than required by the PC-I phasing while:
the actual expenditure was 74 per cent
of the total release. Moreover, the
training facilities envisaged for the
first two years were not fully utilized
as most of the candidates could not
clear their TOEFL.

- Pigheries Training Centre,
Karacht
Aaracnat

The project's completion has already been
delayed by 3 years from 1987-88 to 1990-91.
In the first 3 years only 7 per cent of
the released funds had been utilized. This
was due to lack of monitoring and imple-
mentation arrangements and a project

Director.

- Aequisition of Land and Construetion
of 250 Quarters and 82 Hoate Aecom=
modations jor Federal Government
Employees, Quetta

The ADP allocation has lagged behind the
PC-I provisions for 1986-87 as wall as
1987-88. About 2 acres of land has been
bought in excess of that provided for in
the approved PC-T,
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- Quetta Water Supply Project

Anticipatory approval was provided in
1982 and ECNEC accorded its approval in
1984, The PC-I has been revised and is
under the scrutiny of the provincial
government . Ultimate cost overruns of
are expected to.be 785.59 per cent of the

original estimates.

The broad spectrum of problems that have

emerged from the Review Reports are mentioned

belnwzﬁ:

o Problems of the formulation and
costings in the PC-I. This in-
cludes faulty planning, frequent
revisions of PC-1 forms, change
in scope of the project after
approval, wrong location of pro-
jects, non-inclusion of network
analysis, underestimation of costs
and exaggeration of benefits,

o Preparation of piece-meal schemes.

o Problems due to appraisal and
approval. Under this comes cost
escalation and problems of anci-
cipatory approval

o Problems related to financial
allocation and release.
Problems such as shortage of funds and
delays in releases are studied here. All these
problems have already been covered in the first

section of this Chapter.
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V.6.2. Problems Related to Project
Implementation and Monitoring

i. Delay in Completion

In the early 1980s, about 74 per cent of
projects suffered from time overruns ranging from
2 ‘years onward, This was mainly due to unrealis-
tic financial and physical phasing with no assess-
ment of the technical capability available to the
executing agencies and inadequate scrutiny at tha
planning stage. The same trend is seen to exist

even in 1987-88 in terms of delays in completion,

Shortage of inputs, transportation bottle=-
necks, contractor behaviour and lack of project di-
rectors also contributed to delays in implementation
(e.g. Quetta Water Supply Project, Fisheries Train-

3 7
ing Centre, Karachi, etc.]z .

There were also delays in signing of loan
agreements and provision of technical documents by
suppliers. Examplesare the Tarbela Hydro-Power

: . ‘ 28
Station (extension unit 5 - 8),etc.

Another source of inordinate delays was
in appointing the necessary foreign consultants
(e.g. Soda Ash Plant of Sind Alkaloids, Ltd.). Inm
some cases the executing agencies were unable to
anticipate the complicated procedures for arrang-
ing credits and delay in signing of credit agree-
ments. In others, the wrong prierities were

followed during implementation
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ii. Lack of Coo eraticn Befween
T7 ehent Goveanment genciesd

Lack of cooperation resulted in delays

in overcoming issues like the assumptions about
provision of facilicties (gas, power, etc.) by the
executing agency and other organizations in the
case of the 5160 houses for grade 1 = 21 federal

government employees at Islamabad.

iii.Profect Dinecton (Full Timel

Lack of a project director was the factor
responsible for delay in a. number of development
projects, examples of this being the Islamabad
chpital Complex, Fisheries Training Centre,

Karachi, etec.

iv., ITnefficient Contractons /Non-
4upe&uiéi0n 04 Conthactons

Factors revelving around contractors and

their performance can lead to delays and other
bottlenecks in implementation. These may in turn
beldue to non-supervision of the contractors,
late-stage checks and accountability, or these may
be inherent in the organization and management of
the contracting firms. They may egither lack the
resources or Gthe experience of having undertaken
such projects before. Examples where this set of
factors were operative are the third Highway
Project (Lahore tO© Pattoki to gahiwal), the Bolan
Madical College, Quetca and the Baluchistan Inte-

grated Area pDevelopment Programme.
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V.6.3. Monitoring at the Provincial Level

At the provincial level, the C&W (PWD) plays a
very important, in fact, a dual rula.. Firsecly, it is
a4 member of the PDWP and attend its meetings, and
secondly, it undertakes a Very large part of thé construc=
tion of eivil works. For example, in the Education and
Health Departments, it accounts for about B0 per cent of
the implementation. Besides implementing, they are also
responsible for the supervision of the works of the con-
tractors. Progress is monitored through the use of their
own forms on a monthly basis. Site visits are also under-
taken by the C&W to check physical progress. The Planning
and Development Department is sent a copy of the progress
report which is sent to the sponsoring department to inform

them of the above progress.

At this level, the mnnitﬂring of projects is a
very weak system. The sponsoring departments are expected
to complete the monitoring forms with the information pro=
vided by the C&W (PWD) and submit these to the Planning and

Development Department on & quarterly basis.
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Quarterly Review Meetings are thén held afrer
every 3 months by the P&D department with the additional
secretary 'in the chair. These meetings discuss the finan-
cial and physical position of the schemes and the bottle-
necks faced Although these meetings sometimes continue
over 3 da}s. it is still not possible to discuss the
projects in detail since quite a few (running into hundreds)
projects are submitted. Only umberella monitoring is
undertaken and the sub-component projects are not looked -
into. No site visits or field work is undertaken by the

P&D departments for their review meetings.

Recently, the P&D departments have started some
site visies for projects costing more than Rs.20 million,
About 20 - 25 .projects are considered by a department per
year. This is a very insignificant number for momitoring
as an institutional funetion (with resulets). However, it
is only the beginning, and if it gains the desired momen-

tun, some good may come out of it

In the ¥WFP, Monitoring and Evaluation Cells were
established 2 years back but these are ineffeccive due to
lack of adequate staff. Qualified staff cannot be employed

from the market due teo the constraints of basic pay scale
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and the resultant lack of incentives for experts in the
Field Paucity of qualified staff is affecting the work
of monitoring in the provinmcial Planning and Development
pepartment also. In faet, the overall situation is so
lamentable in that department that officers in BPS-17

are manning the posts of Chiefs of Sections whereas these

posts should normally be filled by officers of BPS-19.

In some cases, the Commissioners, Deputy Commis-
sioners and Assistant Commissioners were to imspect deve-
lopment projects during their tours and thea report to the
Planning and Development Departments However, these
officers neither had the time nor the expertize to momitor
development projects. Moreover, the work as is presently
understood also amounts Lo simply determining progress at
a particular point in time and not continuous monitoring -
This function has now been replaced by the District Deve-
lopment Advisory Committees but there are still cases where
the Deputy Commissioner is the implementing and monitoring

agency as in the Buner Drug Abuse Project, District Swat.

A critical evaluation of the District Development
Advisory Committee reveals that it does not necessarily

represent an improvement in the monitoring functions of
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the Assistant Commissioners and Deputy Commissioners in

so far as expertise is concerned, The politicians (MPAs)
do not seem to be either trained or equipped to perform

the monitoring role very effectively. They are effective
in expressing the needs of their area in terms of projects
to be established but that does not in any way equip them

to carry the process any further.

Furthermore, toc much discretionary powers seem
to be reposed in the hands of a single individual and the
success/failure of the system will be determined by the
personality and qualification of a single individual. To
be soudd, systems have tO rest more squarely and have to be

more broad-based.

In the case of Baluchistan province, the Inmspector
General is successfully carrying out the following two

categories of tasks:

i. evaluation of major development
projects executed by the govern—
ment of Baluchistan; and

overseeing the implementation of

ii.
federal projects located in
Baluchistan,
Although successful in these tasks, the institution of

Inspector General would not suffice as a system nor be able
o act as a whole mechanism. Evolving such a mechanism is

the urgert need of the day.
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V.6.4, Large Projects

The Planning and Development Division carries out
monitoring of the major development projects by on-the-spot
inspection and discussons. In the provinces too, progress
monitoring cells have been sel up in the Planning and
Development Departments EO undertake periodic review of
the ADP and monitoring of selected projects But with
a few exceptions, monitoring of individual projects is

almost non—existent.

For individual projects, the project progress
report is completed by the Project Director. For small
projects, there is no specific project manager/director
but an officer from the provincial headquarters miy ba
responsible for such projects along with his other res-—
ponsibilities, while for large projects an officer from
the department may be appointed to undertake this addi-

tional responsibility.

Filling up of proformae {monthly) seems to be
the most time consuming activity leaving very litcrle time
to solve the problems that arise. Filling up of the quar-
terly forms would seem insufficient for handling problems
that arise in the day to day jobs, and these problems may
have to wait for many months before remedial action can be

taken from the higher authority . However, on the other hand,
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the P&D Division or P&D department would find it impossible
to handle the information that 1is collected on a monthly
basis especially with the limited scaff at their disposal

and the:variety of other jobs that they need to perform.

There is also lack of coordination/liaison between
the federal and provincial monitoring guthorities and thus
lack of a uniform pattern for progress manituringzg. The
monitoring system practiced is geared towards the report=
ing of financial expenditure with very little emphasis on
physical progress One reason normally givean to explain
this situation is that the ADP is a financial document
and monitoring is based on the phasing of the ADP rather

than the phasing in the original FC-1.

Another reason is that monitoring of expenditure
can be clearly stated in percentage Lerms which would not
make much sense for physical progress. To say, for example,
that 50 pet cent of work is completed does not reveal much,
yet this is what is generally asked for. This is not a
problem for small standardized projects. For large multi-
component ﬁrnjacta, however, this is at best vague and
certainly a more detailed break-up and monitoring of compo-

nents is required.
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The projects monitored in one quarter are not
monitored in the next quarter except where there are prob-
lems (e.g. Chashma Right Bank Canal was monitored three times in one
quarter) There i§ noin-built automatic mechanism to in-
form the team that after one quarter there is still some
problem in the other quarter. It is the responsibility of
the project director who gets in touch with the Projects'
Wing (Monitoring) to inform them about 'the problem. Due to
lack of staff and no in-built warning system, the projects
may not be monitored until it is too late. A case in point
is that of the scheme of Technical Education (skill develop-
ment) funded by IDA, IMF, etc. costing about Rs.85 crores.
When monitored, it was found that the technique imparted
was no longer relevant to the market needs, The project
was conceived when there was demand in the Middle East mar=
kets whiech has since peteral down. Monitoring was undertaken
before the #tart of the second phase (in fact after the

first phase was completed).

Monitoring is also undertaken fo ensure that the
project meets the objectives laid down and that the output
is relevant to the market., Another case that came up is
that of Bolan Casting Project which is going well in terns
of capacity but in stead of making parts of the Suzuki car

(as was one of the objectives), it concentrates more om
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tractors due to high demand. Previously,monitoring through
site visits was undertaken after 50 per cent expenditure
had already been incurred. It has now been decided that
monitoring activities should commence 3 months after the
implementation stage of the project.

In principle, there should be a monitoring cell
in all the federal ministries but in reality they do not
exist., Due to the importance of the work undertaken by the
Projects' Wing, the NEC meeting of 3rd July, 1988 has re-
commended that it be made into a Projects' Division. It
is hoped that this will have a positive effect on the work
presently done and enable it to be better equipped to handle

the increasing number of projects that arise from the ADP.

The Proforma. like : PC-I1f was not
found sufficient to provide the necessary information. There-
fore, the PM I, ITI, and III were evolved., However, the PH
proformae are also ill-prepared and not sufficient to give
all the necessary information as there is no variation in

the Proformae for the different sectors.
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The PM I gives detail in 3 basic areas, namely:

1. History /Profile,

2. becailed costing of the project
like total cost, annual phasing,
activity-wise costs (the PC-I
activity-wise costs are mere
estimates while the PM costs are
based on market costs).

3. Implementation status, expenses
incurred and physical progress
recorded - -

After filling in the PM-1 forms the projects are
to supply quantity estimates in PM-II but (with exception)
this does not take place and the Projects' Wing does not
have a follow-up system to handle those who do not semd in
the PM~II forms., In fact, even the PM forms need to be
revised but ‘it needs to be done by those whe are in the
system, At least, their opinion should be give; the high-

est weight.

The advantages of computerization are many. The
most important being that with the regular data base it
will be possible to identify the problems and bottlenecks
of the projects clearly so that action can be taken. How-
evar, a precondition for this is regular updating in the
data That must be accurnate, in the absence of which mere
computerization will not solve any of the ptﬁhlems. Hore-

over, the computer should have a data base of all the projects
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in the plan. When a PC-I is revised, there is lack of

background knowledge about the original PC-I.

As regards Computer PMIS, there are differences
of opinion about its effectiveness. With the long history
of efforts and nen=-success in this line, the UNDP has been
approached for technical assistance, Data btase is required
and projects costing more than Rs.100 million are to be
connected to the computer system However, it is doubtful
if any purpose will be served without the following:
= Training of staff who are to
Eill En the computerized
questlunnalres;

= Computerization of forms and
expertise in their use.

Egnagtmﬂnt

Besides monitoring of physical and financial pro
gress of the projects, monitering for proper management of
all the activities of the project needs to be undertaken
along with the coordination of the monitoring functions
where more than one agency is involved. For example, lack
of supervision by Marine Fishing Department and monitoring

of implementation by the Livestock Department are among the
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reasons for delay in the Fisheries Training Centre Project,

Karachi.

It is also necessary to evolve an internal control
system of the project o prevent such problemsas are present
in the Baluchistan Integrated Area Development Project, like
irregularities in the appointment of contingent staff, advance
payments to suppliers, extravagant expenditure on liveries,
demurrage charges, pecrsonal ledger accounts, and undue

benefits provided to cnnsultantssﬂ.

Supervision of contractorsfconsultants is also
necessary who are now themselves entrusted with the super=

vision of the project they undertake. This is passing on

the responsibility of ensuring good work to the very parties

whose good work is to be ensured. Sporadic checks have

shown that such trust can be more than misplaced. For
example, in the case of the Quetta Water Supply Project it
wns found that the supervision by NESPAK was very poor and
the work defective, NESPAK had to dismiss the two con<
cerned personnel and promised Eo rectify/redo the defective
work pointed out during the gite visit by the P&D Division

staff
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Furthermore, supervigion of contractors need to be
undertaken rigorously and honestly. In the above mentioned
project, contract No.C-10 was awarded to a contractor who
wad paid a sum of Rs.7.807 million When work was abandoned, ’
the contractor was neither penalized nor was the work done
at his cost and risk and the same job was given to another
contractor without open ttndem@ngjl. There are instances
where contractors were paid in excess of what was agreed
upon, while still others were paid twice. There are alsao
cases where payment was made even though their work was

32. Undue benefits are alsc known

not approved by UNICEF
to have been provided to eonsultants NESPAK and Techno-
Consults (in the Baluchistan Integrated Area Development .

Project) by way of advance payments, non-deduction of in-

come tax at source, and non-imposition of pemalty, etc.

As a.rhsult of such mismanagement, projects rTun
in losses and viable projects suffer from cost overruas
with poor quality work, thus leading to mis-allocation

of resources and disbenefits to the society and rhe economy.
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Chapter VI
PART !

ONC
Chapter I

Chapter I discusses the management /control stages of the
project and begins by placing this in the perspective of the project
cycle along with a detailed discusssion of the eycle, viz. identifica-
tion, praparatinnfplanning, appraisal, implementation and evaluation.
This is followed by a discussion of plans and their micro-components =
projects and the multifarious roles played by projects like linking
sconomic activities with the market through transforming inputs into
outputs and supplying the market; being vehicle for inflow of loans,
grants, credir, ete.; aceelerating growth; and finally, be used for
income redistribution and bringing more balanced growth through loca-

tion in less developed regions of the country.

Next discussion centres on the reasons why projects fail along
with the different theories relating to problems of project planning
and implementation, namely, Hirschman's "hiding hand" Where he de-
emphasizes the importance of the planning and appraisal stage but which
is brought into prominence by Gittinger and the World Bank, and the
third approach is that of the management scientiscs who recommend that
projects shoud be planned as inter-related activities within the project
cycle and the various techniques of control and management like Network
Analysis, (CPM, PERT, etc ) Linear Programming and Computers be used

for efficient operations.
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After a theoretical background the discussion progresses
to the project cycle as found in Pakistan for public sector projects,
beginning with oh:ervatiun: about the administrative/organizational
structure and the heirarchy from the federal government's ministries
and divisions to the provincial government's departments proceeding
on to the sub-level administration like cthe divisions, discricts and
tehsils (sub-districts) This brings out the centralized nature of

most decision making process in Pakistan,

The federal planning agency is called the Planning Commis-
sion and the provincial planning agencies are called the Planning and
Development nnpnr:nentjnnnrd. Together, they are the focal points

of the project planning system in Pakistan,

The important authorization bodies are the NEC and ECNEC.
The CDWP is the federal organization while the provincial counterpart

is the PDWP, The APCC also performs important selection and evaluation

functions.

As regards the project cycle as found in Pakistan, the
identification process follows the same pattern as found in theory,
so also does the planning stage However, the Planning Commission

proformae are used along with feasibilicy studies (where required).
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No standard costing procedures exists, where standard plans
and bills of quality (BOQ) exist, unit costs are used with variations
for site, transport and labour cost. In the second situation Rough

Cost Estimates are prepared

‘The PWD plays an important role in the physical implementa-
tion of the construction works and thus evolving designs. They also
prepare BOQs and then request tenders.

Chapter II

Chapter II deals with the appraisal and approval stages.
This chapter has two parts: part I gives che theoretical framework
and part II presents the processes for Pakistan. Project appraisal
is undertaken EO prevﬁnt waste or misallocation of scarce resources
through proper gselection and analysis of projects, Projects are
appraised from 3 view points, namely, financial, economic and social.
In all cases the profitability of the project is studied by comparing
expected (discounted) costs and hengfits. Where benefits exceed costs

the projects are acceptable.

Decision rules, viz. the Benefit-Cost ratio, Internal Rate
of Return and Net Present value are then applied on the discounted
costs and benefits in order to accept/reject the project To be
acceptable, the Benefit-Cost Ratio must equal 1, the NPV must be

positive and the IRR must be above the opportunity cost of capital
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However, financial appraisal considers the private profictability of
the project while cconomic appraisal estimates the profitabilicy Ffor
the economy as a whole, whereas social appraisal is an extension of
the economic appraisal incorporating income discribution through the

use of income weights.

Financial appraisal also uses financial ratios to determine
the efficiency of enterprise, credit worthiness and return to key aggre-
gates. Econemic and social appraisal uses new cost-benefit analysis
like shadow pricing to reflect the oppertunity cost of factors of pro-

duction and thus their real value.

All projects are appraised from technical, commercial, ins—
titutional, managerial, social and financial aspects. Sensitivity
analysis is also undertaken (for uncertainty) to see the impact of

these (uncertain) varaibles on the profitabilicy.

In Pakistan, approval follows appraisal Appraisal is done
by the Projects' Wing and the various technical sections of the Planning
Commission which specialize in the different sectoral aspects. The
project 1is appraised from financial and economic viewpoints. However,

only a partial economic analysis is undertaken by the Projects' Wing
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(excluding duties and applying shadow wage rates) The B.C., NPV and
IRR are used. gensitivity analysis is alse undertaken by the Projects’'
Wing. The results of the appraisal are then circulated to the relevant
technical sections and the Development Authorization section which

coordinates the approval procedures.

The authority for project approval varies with the size and
origin of the project small projects (costing upto Rs.20 million),
are approved by the Secretary of the Deparnmentfﬂinistryfbivisinn. For
federal projects the tier is the CDWP {(for projects costing -betwean Rs.20-
Rs A0 millien nun—rtcurring} and then the ECNEC; at the provineial
level, the next tier is the PDWP (projects costing upto Rs.60 million)

and for higher costs the projects go to ECNEC. .

Sometimes anticipatory approval (by Chairman, ECNEC) is
granted to projects which are either high priority projects or which
are technically unapproved but in different stages of approval. After

approval the projects enter the ADP and are those projects which will

gect implemented.

Chapter LII

This chapter deals with the implementation (monitoring
control and management) phase of the cycle. The main problems faced

during the implementation pahse are time and cost overrunsi lack of
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supervision along with lack of trained project managers; fragmentation
of responsibility; poor budgeting system and internal reporting and
monitoring procedures; and lack of a proper implementation plan which
should include a time plan, input plan, {inancial plan, and organiza-
tional structure of the project., A propert monitoring system is essen=
tial for management and control of the project with backward and for-

ward Feedback of information to solve unanticipated problems,

Some of the important techniques for controlling implementa-
tion are network analysis (including CPM, CPA, PERT), Status Index,
Gantt and Bar Charts., Milestone Charts, LOB, supplemented by report-

ing, reviews, and site visits,

In Pakistan, at the macro level, mid-year reviews, annual
reports of the State Bank of Pakistan (SBP), economic surveys, and
reviews by other political and economic institutions reflect the state
of the economy and hence the activities monitored over the time period;
while at the micro level, for federal projects monitoring is done for
selected projects through site visits and reporting of results and study
of the filled-=in mnni:néing forms, and at the provincial level monitor-
ing is mainly done by filling—-in of the monitoring forms on quarterly
or half yearly basis and then holding review meeting by the Planning

and Development Agency
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Efforts had been made towards computerization for progress
of large projects but no tangible results are gvident due to weaknesses

inherent in the system, like lack of training and motivation.

Physical monitoring is also undertakes by the PPWD (and
caW departments) for the projects implemented by these organizations.
The proformae used in Pakistan for progress monitoring include the

pPM-1, II, III and IV (previously PC-IL1 was also in vogue).

The reivew reports, based on discussion and meetings and
reporting of data from the filled-in forms play a very important role

in the monitoring of the implementation stage of the projects.

Chapter 1V

Chapter LV provides a review of three(3) reports presented
to the Government of pPakistan, The firsc report is the Report of
the Committec on Integrated Project Cyecle. This Committee concentrated
on 5 phases of the cycle, namely, jdentification, preparation, authori=
zation, implementation and evaluaction., [IE emphasized the serious need
for progress monitoring and the low coverage of projects selected for
monitoring. Afrter providing an evaluation of the present situation

of the cycle, recommendations were made which include-

= improvement in {nitial preparation and
identification;

- better authorization system including
raising the canctioning powers of CDWP,
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and provision of authorization only afcer
proper appraisalj

= better institutional arrangements like
strengthing the existing Project Appraisal
and Evaluation Section and Implementation
and Progress Sections of the Planning
Commission, streamlining of the approval
procedures;

- Setting-up a management informaction system
(MIS);: and

= provisgion for training of personnel at all
levels .

The second report is the EDS World Corporation report to

the Planning and Development Division, Government of Pakistan. This

report after giving an overview of the current situatien regarding

the appraisal procedurae and project monitoring system, and the current

problems faced, provides the following recommendations:

Firstly, install an automated system for inventory
of approved projects, inventory of up-to-date prices
of all components of the projects, control and
progress monitoring of costs of on-going projects
and to obtain the best average rates from good

and bad production time to help in future estimates.

Secondly, bring changes in the appraisalfappraual
procedure. Approval in principle be provided on
rough cost estimates and detailed cost and quantity

break-up in every phase be provided subsequently
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Thirdly, there should be flow of progress information
about the project with progress data collecced and

circulated to all technical staff.

Finally,the Planning Commission (pCc) form should be
simplified and complete information elicited, training
programmes be set up for training personnel in moni-
toring, and an automated plan be considered as an
option to the present system. To solve the current
problems, the report suggests the use of a construc=

tion management system with 5 application sub-system,

namely:
= Project inventory control
- Standards
- Project Monitoring
= Project Management reporting, and
- Project Evaluation.

Along with these there will be 2 technical sub-systems, namely = input
control and correction and report definition and contrel. The computer

system is the base of the entire approach,

The third report is the Project Planning Process in Pakistan
- Report to the Planning Commission by ¥.D, Veitch. This is a compre=
hensive report of the project phases in Pakistan, and is divided into

12 sections,

Under the administrative structure, it looks inte the

levels of administration - centralized and decentralized and suggests
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the Federal ministrles.ﬂhuuld provide technical assistance EO the
provincial department. The report brings out the absence of an
annual input plan which would coordinate the demand and supply of
outputs during project implementation. The absence of manpower

planning in pakistan is also noticed

As regards project preparation, {t brings out the defec~
tive cost escimates used and supgests the use of unit norms for all

sectoral PC-1s and use of unit cost instead of unit of quantities.

As tegards authorization, it suggests doing away with

the anticipatory approval method .

For appraisal the report suggests that the appraisal role
of the Projects' Wing viz-a-viz the technical sections be defined
and a PC-VI be introduced as a summary document to be filled in by

the technical section and the Projects’ Wing,

It is suggested that projects ghould not be allowed into

the ADP without passing through the authorization process.

The report next goes into a datuﬂxddiacuusiou of the PC-I1
proforma and the problems faced in filling the forms along with the
inherent problems with the form icself and suggests that the link
between a PC-1 and the monitoring form be improved to allow for rea=
listic phasing of implementation in PC-1; use made nflnetwurk analysis

and the PC-IIL be designed around the PC-1,




270

In the phase of preject implementation after discussing the
problems faced by this phase along with delays faced, it suggests that
costs be entered in PC-I for the expected date of commencement and not
date of preparation of the PC-1; and current prices be used with an
annual escalation rate of B per cent on base year figure. These will

help overcome the problem of revision of PC-1 and hence cost and time

OVETITUNSs.

As regards monitoring, after discussing the defects of the
monitoring forms and problems with the methodology, it is suggested
that the mid-year review of the annual plan be a separate exercise
with a separate proforma. It is further recommended that whatever the
system pvolved it should be comprehensive and include all projects.
Also it is important tO extend the monitoring system rather than in-
crease the intensity. 1t laments the importance given CO financial
monitoring at the expense of physical monitoring and supgests the
introduction of sctivities and items through Bar and Gantt Charts
As regards evaluation it is suggested that ex—-post evaluagon be
undertaken by an organization gexternal to the project and after a

longer period than one year as is done presently.
Chapter V

The fifth chapter provides an evaluation of the system

{(with the jdentification nf.blnckages}.
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To fulfil the objectives laid out the project needs to be

implemented successfully which again depends on a ‘well planned, apprais-

ed and executed project. The problems of every stage are carried for-

ward., In Pakistan, defects/drawbacks have been noticed right from the

planning stage due to which the project becomes non-implementable. At

the planning stage the bottlenecks observed are the Following:

Planning

Ill-prepared PC-1 proforma:= due to lack of
trained personnel; lack of relevant accurate
information and statistical data; absence of
guidelines to handle technical terms beyond
the comprehension of the personnel Eilling
them; problems iaherent in the structure of
the PC-I like difference in the phasing of
PC-T1 and that of ADP; lack of an implementa-

tion plan.

Administrative factors:T lack of face to face
contact between federal and provincial govern-.
ments; long delays bestween the submission of
pc-1Is, and request and receipt of addicional

information that is required.

Cost estimates:= lack of standard cost estimaces
and standard plans and specification of civil
works, resulting in under-costing, which may
also be deliberate to get approval at lower
levels of the hierarchy and lacer lead to re=

vision of PC-I and hence time overruns and cost
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overruns Costing does not account for inflation,
thus projects get dropped, or costs get vastcly

altered,

Link between financial resources and physical work:-
in the financial phasing this link is not considered
nor is there a link between pPC-1 phasing with the
technical capability of the exacuting agency; nor

is there any link between physical resources with

actual quantity of work done.

Network Analysis:- despite being a very important
tool for planning and monitoring, the use of these
tools is neither requested for in the PC~T1 nor
made. There are also deficiencies in availability
of up—-to-date raliasble data, at provincial, local

and project level.

Coordination:= there is .absence of demarcation
of responsibility and coordination of efforts
between different agencies invelved with the

execution and monitoring of projects.

Data Gaps:— due to data gaps projects can neither
be well prepared nor well appraised. The entire
exercise is futile This becomes more serious
when it is a deliberate policy of the project
gxecuting agency to withheld reporting of changed

(relevant) data.
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- Absence of strategy:- There is no strategy
followed in the planning of projects and
often the use of ad hoc methods made, Suf-
ficient investigation, preparation (with
given strategy) is never undertaken, 'There
is no planning of personnel for the project.
Hence projects are launched without a project
director., Even the concept clearing committee
is by-passed by projects who need to go through

this committee

Along with the problems of omission and commission the
greatest drawback is that there is no forward or contingency

planning. There is also lack of motivation.

Appraisal

- The appraisal paramters used need to be reconsidered,
The Benefic-Cost Ratio that is most commonly used is
sensitive to the distinction between gross and net

benefits and costs,

= Economic Parameters need €O be given more weight
than presently done, as the absence of this can
lead to mis-allocation of rasources from the

national point of view.

- Appraisal does not compare the PC-I data with
the availability and prices of inputs and

provisions.
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- Another limiting factor is the use of new CBA
methodology by the Projects' Wing but few
people in the project cycle heirarcy are awvare

of these methods,

- Shadow prices are hardly used in Pakistan. Thus,
economic appraisal practices are subjective judge~

ments of appraisers.

- There is no relationship between appraisal and
inclusion in the ADP where the latter has its
own prierity and selection criteria which are
different from the CBA criteria or project effi-

ciency.,

= The Appraisal Wing also does not have institutional

link wicth the Monitoring Wing.

= In terms of staff and expertise it is a weak area
in the provincial departments especially for

appraisal purposes.

nggrovai
Every project needs Co pass through this phase but
projects receiving anticipatory approval circumvent this

phase and thus do not need to be properly appraised gither,
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and as such, suffer at the implementation stage One of
the reasons for using this is the long delays in convening

the ECNEC meetings.
Ooften projects are broken down into small units in
order to avoid going through the proper appraisal and

approval procedures.

ITmplementation

Sponsoring agencies are normally responsible for
the execution while the civil works are carried out by
the PPWD (C&W in the provinces). At this stage, all the
problems (due to faulty planning, appraisal, approval or
{nability to monitor and implement the projects) emerge.

Some of the major problems that emerge are:-

- Financial Problems:= Lack of resources due
to faulty planning and absence of timely
release of funds; discrepancy between approval
phasing and availability of funds when re-
quired, Cost ascalation due to coOSt overruns
or exchange rate fluctuation; changes in
design of project during implementation and

hence cost overcuns

= Raw marerial and machinery:- Lack of a time

and input plan with phasing of inputs leads
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to shortage of raw materials, high cost of
machinery due to tied nature of loans and
changes in government policies; absence of
essential services and problems in aequisi-
tion of land due to poor planning are some

of the implementation snags.

- Manpower shortage:- Lack of trained requisite
manpower in all the categories along with lack
of honest contractors also affect implementa-

tion adversely.

- Administravive and structural problems:- These
include awarding contracts on political bases,
selection of uneconomic gites, absence of appro-
priate cost and physical structure, lack of
inter-agency coordination, and most importantly,
lack of an appropriate modern progress monitor=

ing system from the federal to the project level,

Monitonring/Control

The major problem here is lack of processing of in-
formation collected, tooO much information collected, too
frequently, and no sifting of important information; lack

of trained personnel and absence of an institutional moni-

toring set up with forward and backward linkages,
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The site visits undertaken are an effective technique
of progress monitoring but the low coverage due to inadequacte
staff impairs its effectiveness. gummaries are also a successs
ful technique but the problem here is that the monitoring
proformae on which it is based are seldom filled-in properly
and problems often g0 unnoticed till much later, There is
no mechanism to ensure that the monitoring forms are duly
filled-in and returned on time, There is also no proper
monitoring arrangement in executing ministries/divisions/

departments.

The monitoring proformae also suffer from defects
regarding non-use of CPM, PERT, etc, and no relationshps
botween the physical monitoring and financing phasing of

the ADP.

Special reviews by the Implementation and Progress
section for major projects are submitted to the ECNEC.
Monitoring is weak at the provincial level due to lack
of institutional infrastructure for monitoring and lack

of trained staff.

Presently, the pistrict Development Advisory Committees

also perform monitering function which is no better in terms
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of monitoring of projecs than the previous method of

monitoring undertaken by the Deputy and Assistant

Commissioners.

Monitoring in the provinces is done through mid-year
raview which itself is not based on site visits but on
the filled=-in monitoring forms, which is not an adequate

form of progress monitoring.

Large projects (federal) monitored in one quarter
through site visits are not monitored in the next quarter )
and there is no mechansim to dorermine the progress of
the monitored :projects in the next gquarter. There is no
internal control system EO handle problems as they emerae.

There is also lack of gupervision of contractors/consultants

which adversely affects implementation.
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PART 2

All the levels of government from federal, provincial

(department, line departments, agencies, divisions and district adminis-—
tration), to the local level should be involved with projects and pro-=
grammes right from the inception through implementation. In addition

to development taking place and keeping to the track; this would also
provide an over-view of the projects at all levels along with practical
experience. Besides this broad scope statement, an attempt is made in

the following pages to give activity and phase-wise suggestions.

VI1.1. PLANNING

= Inter agency coordination should be encouraged
to prevent non-viable projects from becoming
fait accompli. It would also help to prevent
agencies from assuming commicttments on behalf

of each other which may not be granted. (A

case in point is chat of the State Cement
Corporation of Pakistan where assumptions were
made regarding the provision of gas and powver
free of cost together with exemption from custom
duties on capital goods imported for some cement
projects, These assumptions were made without
any consultation with, and confirmation of commit=-
tment by, the competent authorities.,) Where dif-
ferent agencies are iavolved in a project, it is
suggested that a "ceordination Group" be set up
to handle these projects and straighten out con-=

flicts and problems.
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Feasibility studies should be conducted for large
multi-million rupees projects, Moreover, the
T.0.R. should be well prepared and feasibility
studies be awarded to gualified consultants. This
would not only help in realistic planning but alse
prevent frequent revision of PC-1 Eorms which

normally occur at later gtages.

At the planning stage, cPM/PERT should be made
compulsory for ECNEC approval since BAR Charts
alone are insufficient for monitoring progress at

a specific time, nor can they provide information
about problems that may arise. Network analysis
can be used to estimate completion time and phasing
of funds. Moreover the use of the Critical Path
and Float Charts will help determine whether there
will be any time and hence cost overrun, and if so,

to what extenC.

In order to overcome implementation snags, there
should be coordination of activities between the
different levels like sponsors, line departments
and ministries, etc.,and free Elow of information
between them. A computerized Management Informa-
tion System has been recommended by the 7ch Plnn‘
They also recommend that network be used and be
provided in the pPC-1 along with the work plan.
Significant milestones may also be determined and
monitored by the 1mp1ementiugfmonitorlng agencies,
line departments and sponsors to ensure that all
the activities of the project are omn schedule and
whatever problems that arise can be solved without
delay. This recommendation of the ?th‘Plnn should

be carried out,
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Planning for inputs should be carefully done and
the input plan with the time phase should be pro-

vided to the input suppliers,

In negotiations with suppliers there should be a
clause in the agreement which provides for the
timely provision of specifications and designs of
plants and machinery. Some procedures need to be
laid down regarding the awarding of contracts ¢to
contractors so that contracts do not get awarded
on political basis to those who lack the necessary
qualifications such as financial base, technical
expertise, possession of machinery/equipment and
experience, Furthermore, the penalty clauses must

be a part of the agreement.

"

All large/important projects should be provided witt
a qualified project director who should not only

be associated with the planning of the project but
also be provided with financial and administracive
authorities together with the guidelines for imple-
mentation. This will bring about accountability
which is sadly lacking in Pakistan. Moreover, the
project director should be put in charge right from

the inception through the entire duration of the

project.

Training and posting of trained staff at the pre-
paration scage of the projects is a pre-requisire
for the success of the projects. 1If the staff
responsible for project preparation is well
trained the need for antcipatory approval
(when used to circumvent procedures) -can be over-

come.
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It is necessary to create a nuclei of project
planning and evaluation cells in the federal
ministries and prouiunial governments. In the
absence of this, an alternative suggestion is to
create a central pool of technical skill which
will be available to the federal as well as pro-
vincial goveraments when needed, especially for

complex projects.

The Planning and Development pivision needs te plan
and undertake a programme for training officers not
only for planning but with a greater emphasis on
project monitoring preferably on-the-job training

for at least 3 months.

A greater degree of decentralization is suggested

so that the number of pc-I% handled by the P&D
Division, CDWP and ECNEC may be reduced. Presently,
the sanctioning limits of the approving bodies

have been enhanced. This is expected to have a
benefidal effect on the system sinEE fewer projects
(larger projects)will get referred up.

Euﬁryllarge project should have a steering committee

to take decisions.

The government also needs to provide for procedures
regarding the specific guarantees that suppliers
need from the State Bank but which the State Bank

is reluctant to provide to them.
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Discussions may be undertaken with the donor
bodies (for complex projects) for joint prepara-
tion of project appraisal reports and the PC-I,

The progress reports may also be a pooled efforec

During the planning phase, the physical phasing
should be such that targets may be indicated in
physical guantities for various activities during
the implementation phase, This would help in

making the monitoring process more convenient and

effective,

Costing should be relevant to the price trends and
shown in the year it is to occur, and benefits be

also measured when it is actually expected,

Where the costs of the budget remain the same, a
level of flexibility in expenditure needs to be
introduced between different heads of expenditure,
However, accountability must be strictly maintained.
This will help achieve more savings in the budgeted

CDSTSH

Fluctuations in exchange rate can and do add to
the financial neceds of the projects. To avoid
problems in this respect, the creation of a

specihil fund to meet the additional financial
requirements of projecrs where the imported items

2 i 2
were costed on fixed exchange rates is suggested .,
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The schedule of rates should be known and used
for cost estimation Furthermore, these rates
should be up-dated in order to account for changes

in prices and new technology

No project should be initiated unless funding is
guranteed; the ADP allocation should coincide with
the PC-1 provision and financial phasing be linked

with the implementation schedule.

fhe PC-1 needs to be revised in such a way that
the revised PC-1 contains provisions for cost
escalation and hence overcome the present need for
revision of the PC-1I for over 15 per cent cOSC
escalationnalong with the host of problems asso-

ciated with it while it is being re—approved,

Another sugpgestion for the revised PC-1 proforma
is that the PC-1 should provide a yearly plan in
physical and financial terms 50 that the project
from the planning to the execution phases be
synchronized with cthe funds available and abilicy

to implement the project.

Uniform standards need to be l1aid down which may be
used in the preparation of the project, This leads
to the need for a manual. Furthermore, the role
and importance of the PC-T needs to he stressed,
especially for those who are responsible for filling
this form. This again leads to the provision of

training in the filling up of the revised PC-L.
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An essential pre-requisite for the success of any
planned project is an implemcentation plan which
should be a part of the PC-1 form., This would

lead te better planning, phasing of funds, cost
control and thus becter progress.,

It is sugpested to have different PC-1 proforma

for different cost levels (e.g., one set for pro-
jects costing less than Rs.50 million, anocther for
between 50-100 million, a third set for projrcts

up to Rs.300 million, and a fourth set for projects

costing more than Rs.300 million.

Finally, every monitoring and linc department needs
to undertake an exercise of priority ranking of
projecrs and sectors., Furthermore, they also need
to identify the core projects in their respective
sectors keeping In mind the avewed sociv-economice
objectives and strategies of the plan. These will
then be given precedence over the others, In
addition, accurate budpering should be undertaken
so that measures of project worth can be applied

to the projeces.

During the appraisal stage the estimates of physical
inputs as shown in PC-1 should be verified in rela-
tion to physical outputs. There have been cases of
under and over estimation of cement and steel inputs

There is thus the need for some input-output ratios/
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standards for the different types of projects and
more technical personnel at the appraising unics.
The staff at the Appraising Section of the Projects’
Wing need to be strengthened. Presently there are
only & officers. However, the situation may be
expected to improve after this Wing becomesa

Division,.

Another very important aspect brought out by the
C&W department is lack of gquality control for the
raw materials inputs produced locally. For exanple,
there are hundreds of brands of fake cable in the
market and there is no way of identifying the
genuine items, The appraisal stage needs ta leok
into the types of inputs that will be used by the
project, and in order to determine the use of
genuine items, there is a need for a list of approved
items from approved suppliers, or in the absence

of such a list, some market checks need to be

conducted,

The technical capabilities of the sponsoring/
executing agencies ns well as the contractors need
to be appraised before a project is entrusted to
them, - There is also an urgent need to cross-check
paper appraisal with a sample of physical appraisal/

verification.

The Euéthﬂenefit ratios need to be calculated and

appraised correctly and objectively.
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Economic appraisal should be given more weightage
during this stage since technical appraisal is
already done by the sponsors as well as the téch-
nical sections of the ministries. Moreover, tech-
nical shortfalls at the implementation stage are
casier to rectify than the economiec ones since the
latter do not affect the project entity directly
and hence there is reluctance to undertake ict.

However, in the absence of accurate data the entire
exercise of appraisal becomes a mockery. Moreover,
projects enter the ADP not on the strength of the
appraisal but according to the ADP's own priori-
ties. There has to be a meeting of the ways before
the projects of a desired kind are also projects

of a desirable quality of preparation.

Training of staff here is necessary, more so,Since
new cost-benefit terminology and methodology are in
vogue which is not well understood by every one
dealing with these. But more importantly, the
planning and approving agencies must be made aware
of the importance of the appraisal stage and their
opinion on the accept/reject position must be con-

sidered seriously.

Method of appointment and qualificacion of staff
needsto be carefully appraised. Another important
point is the enlistment of contractors, which should
be done on the basis of qualification and no other
basis. The appraisal of the project should consider

these aspects of the project carefully.
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Finally, the appraisal stage needs to be strengthend
to act as a counter check for cases of faulty plan-
ning, which cannot see the implementation stage
successfully and hence results in the waste of re-
sources. Appraisal would also help prevent projects

from being mis-located.

In order to make the appraisal a meaningful exer=-
cise the Financial allocation procedure must be
closely related with the appraisal of the project
through the phasing as shown in the PC~1 (ADP phas-
ing and PC-1 phasing differ where the latter is
more important for implementation and former for
release of funds) as the B:C ratio's, etc. may be

sensitive to the phasing of the project,

Anticipatory approval should be provided only in
priority cases. Even so, there should be a defi-

nite time limit for submission of the detailed

schemes.

The approval stage must be based on the decisions
of the appraisal of the project where the lacter
should not be just a formality. 1In fact, technical,
Einancial, economic and social appraisal should be

the pre-requisites for the approval of a project.
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4

TMPLEMENTATLON = MONITORING

VI.4.1, Institutional

Systematic monitoring needs to be undertaken at
41l levels of execution of the project and this function
needs to be institutionalized with linkages with the
decision making and planning of the project. The planning
gains importance since it provides information on "what is
to be monitored". Hence the importance of the relacionship
between the PC-1 and PC-IIL of PM.forms. The P.M. forms
as monitoring tools are not without defects. They do not
have a standard criterion for measuring physical progress

which is measured in percentages only.

Furthermore, under section 23 in the original and
section 32 in the revised form, an enquiry is made regard-
ing the use of ¢PM/PERT, etc. These are not compulsory.
These forms are also biased towards financial monitoring.
Although the Projects’ Wing (Implementation) regularly up-
date and revise these forms, which are an improved version
and more informative but the above mentioned defects are not
rectified. A standard criterion for measuring physical
progress needs to be laid down. Network analysis should be
made compulsory and not optional in these forms. Finally,
it is suggested that different PMI forms may be used for

different sectors to make monitoring more meaningful.
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For successful monitoring and implementaction it
would be desirable to follow a step by step approach over
the entire project cycle since the problems of every stage
are carried forward into the next stage. The problems of
a partiecular stage should be handled right there. The ~
next stage should only act as a counter check of the
problems of the previous stage. For example, the analysis
of appraisal stage should pinpoint the weaknesses of a
badly prepared project. The post evaluation stage should
provide feedbacks for formulation of new projects from

"lessons learnt"” due to past mistakes.

The proformae used in the different stages thus
also need to be synchronized as their inadequacies and
compartmentalization at the different stages of the cycle

and lack of coordination between them show up glaringly.

Presently,only large projects are monitored. "How-
ever with the introduction of systematic monitoring at all
levels, all development projects will get monitored keeping
in view the different types and levels of cost control that
will be needed for the different rypes of projects. Even for
those projects Chat are monitored individunll}, the coverge

needs to be expanded to at least 250 projects per quarter,
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The monitoring function at all levels should have
a self correcting mechanism and not be dependent on external
verification and reccification as presently happens. [LE the
Planning and Development Division (Implementation Wing) does
not send a team and if the project director does not inform
about any bortlenecks or problems, the function gets post-
poned and time and cost overruns result, sometimes leading
to non-viable projects., Again the monitoring of development
projects undertaken by the Appraisal and Monitoring Cell
of the Planning and Development Division is done on a
quarterly basis and the same projects are not monitored in
the next quarter (except for problematic projects). There
is no automatic mechanism to inform them about the present
position of the projects except the subsequant problenms
that are brought to their notice by the relevant executing
agencies, This sort of a seteup would be effective if the
executing agencies were efficient and fully aware of the
problems of the project which is not the case as is obvious
by the number of projects that have been stuck with imple-
mentation p?ablems that have come to the notice of the
higher authorities after a lapse of a number of years, as

for example, the Islamabad Medical Complex, and others.

Another aspect of the monitoring system is its
emphasis on accountability within the different levels of

the monitoring process. This function becomes more important




with an increase in the responsibility of the different

levels. Monitoring responsibility should be well discri-
huted between the different levels, i.e., federal, provin-
cial and project level, so that there is no enchroachment

on each ecther's function.

During implementation, the construction work should
not be stretched so thin that the project runs out of re-
sources for a particular time period and all the sub-compo-
nents remain incomplete, This is where network analysis
and responsible decisions by the project authority can be

of use,

VI.4 2. ﬂrganizatinnai

There are innumerable monthly, quarterly,bi-annual
and annual reports undertaken for purposes of project moni-
toring. As a result, there is excess information (informa-
tion load) which not only leads to a waste of time and
resources but also obstructs quick decision-making. It is
suggested that the reports should be limited to a managable
number according te the needs of the project with a suffi-
cient time duration to make the exercise useful and done

objecrively.
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Monitoring organizacion should be set up wherever
required. The review documents after the review meetings
should be provided to the Implmentation and Progress Section

and the Finance Division, regularly and on time.

One of the recummendar_ions3 already made in this
connection is that a forum may be set up to comsider reporcts
of the reviews undertaken. Representatives of the different
divisions may be nominated to coordinate activities and
representatives of the project agencies may be invited to

explain the points raised at the review.

Quarterly monitoring summarcy submitted to the
ECNEC should be of ‘:a modified format and include the number
of projects reviewed over the quarter, their estimated costs,
approval status, actual expenditure and the points raised
at the monitoring forum meeting. This would give the

ECNEC a comprehensive picture of the projects.

VI.4.3. Provinces
In the provinces, project monitoring is inadequate
or non-existent. Institutions need to be created, training

imparted and trained officers appointed to carry out this
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function Nevertheless, on the positive side, monthly,
quarterly, bi-annual and annual reviews are prepared
reflecting sectoral information as collected [rom periodic
review reports and review meetings held at the provincial
capitals, However, these are not based on site/project

Visitﬂr

The monitoring Ffunction was entrusted to the civil
gervants which is extremely inadequate since they are
neither trained specifically for this duty nor do they have
the time to carry out this function seriously. This func-
tion must be entrusted to people who are trained and in-
volved with the project so that with backward feedback of

data there is a forward movement of decisions and sclutions

to keep the project moving.

vi.4&.4, Financial

There should be timely releases of funds, if
poséihle, on a quarterly basis, If rthere are unspent
project funds from Che earlier stages of implementarion,
the project should be allowed to spend these funds when

the take-off stage (in the implementation) of the project

has been reached.
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The project fund should be maintained separately
by the sponsors and not amalgamated with the other funds.
Furthermore, it should be spent only on the approved speci-
fic project for which it was meant., This is not strictly
followed in Pakistan, There is lack of financial discipline
in the execuéing agencies. There is also no provision for

the throw-forward of projects and their recurring costs.

In order to keep in financial monitoring and
identify cost escalation, the project account should be
maintained itemwise as approved in the PC-I. Eurthermore,
itemized costs should be monitored according to the market
prices, independent of those shown in PC-1 and tenders. It
should be dnﬁe through qualified consultants. This prac-

tice will help anticipate cost overruns.

VI.46.5. Cost Accounting System

This according to the Expert Advisory Celf(EAC]
is-one of the most essential parts of the monitoring system
as it helps management Lo correct and control the system.
However, in the absence of a uniform accounting system and
terminology, it is not possible to feed the data to the

computer and underctake analysis of production, capacity
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utilizacion, sales and profit ete., This is because

results so obtained would not provide comparable efficiency
levels. Even the analysis of the cost of production could
not be undertaken accurately since the basis of allocation
of expenditure to different heads of account would not be

uniform.

The EAC with the cooperation and comments of the
financial representatives of the corporations/companies has
compiled an Accounting Manual which can be used as a guide
in the preparation of the accounts by the corporationgcom=
panies on an uniform pattern Tt is supgested that this manual

be adopted aad applied.

Furthermore, the EAC requires the corporationycom=
panies to prepare and submit the relevant data on a regular
basis along with the monthly operating results to the DATA
Bank of the EAC These data are used to evaluate and
compare the variation and determine the reasons faor the
variation and measure the efficiency in the utilizaiton
of labour, éapital and materials. The EAC then submits-

cost reportsto the Ministry of Production covering the
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following:

- Operating efficiency of individual
unics

- UDtilization of facilities/capacicies
=* Break—-even points

- Relative profitability of industrial
units in the same product line

- Gross profit - volume analysis

= Marginal or differential cost of
selling and purchase price

B Effects of alternative courses the
management may follow.
On the basis of these reports, the Ministry of Production
takes steps to enhance efficiency and eliminate wastes
and maximize profits according to the objectives of the
Cﬂrpﬂtﬂtiﬂngicunpanies. It is recommended char th= data nrovided
by the corporation./companies be checked for accuracv in order to be use=

q&f?h.ﬁ Performance

Along with physical and financial monitoring,
there needs to be monitoring of performance of the moni-
toring agents themselves in the Field This thus calls for
tiers of the monitoring system. The function of contrac=
tors/other staff responsible for carrying out and super-=
vising the physlcalfcunStruntiun jobs need to be monitored.
Along with this, it is also necessary (o verify the appoint=

ment of this staff in consonance with those shown in the
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pc-1. Another aspect that has shown up to be a problem
area and hence needs monitoring (especially in Baluchis-
tan) is the physical verification of all stocks and audi&-

ing of accounts.

vr.4 7. Information System

All the departments that are responsible for moni-
toring and implementation of large projects n;ed te have
a management information system (M1S). Along with this
the bases of all the objectives of the projects must be
known so that the performance of the project can be quanti-
fied and monitored. This is more important for integrated
development projects. Furthermore, without an adequate
data base with the different agencies involved with meni=
toring, no meaningful monitoring is possible. The newly
developed system of input-output monitering at the project

leveél can be introduced.

The use of network analysis would help greatly

ar the monitoring Stage, both for daily activities as well

as when the project needs to be revised due to cost overrun
(higher than 13 per cent). The network activities can:-be
changed accordingly to meet the implementation deadline

leading to new critical accivities. The network method can
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also be used during monitoring to protect the Cricical

Path when the ADP and PC-I allocationsdo not coilncide.

Computerization would be a very effective tool
during the monitoring process., However, EO make this
effective a number of other pre-requisites are essentialy
among the important ones being proper training in the use

of computer and provision of accurate daca.

Another pre-requisite for effective monitoring is
trained staff, Due to lack of trained staff the number of
projects monitored per quarter is insignificant. It is
chus necessary to increase the number 'of trained staff for
project monitoring all the way from the federal to the pro-=
jeet level, 'In Eact, the absence of any significant moni-
toring of development projects at the provincial level
and absence of effective monitoring cells at the ministfies!

divisions is due to inadequate number of trained staff avai-

lable to them.

Besides the:supervision aspect of monitoring, the
Field staff should be well versed in the latest techniques

of data collection processing and analysis. Moreover, the
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monitoring/evaluation cells should consist of a multidisecip-
linary team Another -very important pre-requisite is a
full-time Project Director for every project with suffici-
#nt powers tﬂ.undertake necessary action as required by the

data.

VI.& B Mid Year Reviews

A mid year review needs to be conducted in order
to cie up the release of funds with their actual utiliza-
tion, All the relevant agencies and minisctries need to be
involved in this review where along with utilizatien of
funds, the capabilicy of monitoring agencies and the pro-

gress of the project must be studied.

At the federal level, there is a need for objective
and perioedic evaluation of the implementation plan to ensure
that the policies laid down are being carried out and alseo
dectermine if there are any shortfalls or bottlenecks to meet
the targets laid down. This would be a form of monitoring

of the overall plan.
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As u‘Ealluw up exercise, the projects reviewed
should be kept under observation by the submission of perio-
dic reports in order to measure the progress with the pre-
vious quarters. The reason being that the same projects are
not reviewed in the next quarter (with execption) and
problems will only be known to the Implementation Wing if

these are brought to their notice by the project director (if

he exists). This will save a great deal of valuable time.

¥1.4.9, Quality Control

Progress monitoring is basically involved with
financial and physical monitoring. Along with these aspects,
monitoring should also concentrate on quality control and

rectification of technical faults (where they emerge) .

VI.4.10 Identification of Problems
and their Solutions

With the mulciplicity of progress reports lying
with the Projects' Wing, they shoud be able to identify
somaé common bottlenecks faced by the differant types of
projects, along with the sdutions provided and the effec-
tiveness of those solutions that had been provided. This

will help thew handle similar problems from lessons learnt.
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VI.4.11. Cost of Monitoring/
Evaluation

There is a direct relationship between investments
made in monitoring/evaluvation systems and improved project
performance., The cost incurred on carrying out these
activities should be shown (and justifiably s0) as part of
the overall project costs. This practice is not followed
in Pakistan. It is therefore suggested that these costs
should be made a part of the project costy shown under a

separate head and utilized as such

vi.4.12, Post-Evaluation

The PC-IV is seldom completed and submitted to the
Planning and Devdopment Division. The PC-V is to be sub-
mitted after 5 years of the completion of the project. This
is also seldom (if ever) done. If done, these would help
compare actual and anticipated benefits and costs and the
lessons so learnt from past acts of omission and commission
can become guideposts for Future. The PM~-IV form may
be used For post=-evaluation purposes, and the post comple=-

tion reports need to be institutionalized.
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Annexure=1T

GOVERNMENT OF PAKISTAN

PLANNING AND DEVELOPMENT DIVISION

No. 20 (1) DA/PC/8T. Islamabad, the 15th November, 19587,

To

The Chairman,

Planning and Development Board,
Government of the Punjab,
Lahore (Mr. Khalid Jawed).

‘The Additional Chiel Secretary (Dev.),
Planning and Development Depariment,
Guvernment of Sind,

Karachi (Mr. A. B Soomro).

The Additional Chiel Secretary (Dev.},
Planning and Development Department,
Government of NWEFP,

Peshawar (Mr. M., Azam Khan).

‘The Additional Chiel Secretary (Dev.,
Planning and Development Department,
Guovernment of Baluchistan,

Quella (Mr. Fateh Khan Khajjak).

Supx 1 — Procedure  for Approval of Development Schemes—

Sir,

Power of varios Amtharitles 1o Sanction Development
Schemes.

I am direcled to say that the recommendations made by the

Planning and Development Division with regard to enhancement of
existing sanctioning powers ol the various authorities in their
Summary lor MNationa! Economic Council on the Seventh Five-Year
Plan (1988—93) dated May 21, 1987 were approved in principle by
1he National Economic Council at its meating held on May 21, 1987,

2 The ECNEC at ils meeling held on July 9, 1987, keeping in

view the decision of National Economic Council of 21st May, 1987,
finally approved the recommendations of the Planning and Develop-
ment Division in respect of the enhancement of existing sanclioning
powers of the various authorities contained i the Summary dated
26ih February, 1987 1o be implemented from the Tth Five-Year Plan
perind.  Accordingly ihe sanclioning powers of various authoritics
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would increase from 1st July, 1988 as indicated in the appendix. The
existing powers shall remain in force till 30th June, 1988 and shall
cease Lo exist thereafter.

FAZALULLAH QURESHI,
Cliel (DA),
Tele : 826252,

Copy forwarded to :—
{1) Al the Ministries/ Divisions (By name).

(2) Al the Chiefs|Heads of Sections of the Planuing und
Development Division (By name).

FAZALULLAH QURESHL
Chief (DA).
Tele : 8526252,




FINANCIAL POWERS OF VARIOUS AUTHORITIES, FORUM (APPROYED BY ECNEC ON 9-T7-1987)
WE . 1-T-198K,

Agthariy Existing Powor Fohunged Power

|. PCMEC ioe A sehmes comting above Bs, 30,060 nil- AL schemsss costing abwve R, 60,00 mil-
lion ( Mon-reaurring). limn { Moa=regureing b

3 ocowe s .. Federal sheme: costing betwesa B3, 1000 Fedual rehzmes costing hatweca Rs. 20.00
miltlon  and Rs. 30,00 million (Mon- — million  and  Rs. A0 million
pcarring) subijoet e e e livion that {Nop-tecureing) subject o the condi-
the Minstry of Financs docs not dis tion that the Mmistry of Finance does
agred, nol disngroa,

1. Provingisl Governménts, Al schenies coting upto sad inchuhing Al schemas eonting upo sl Including
s, 30,00 million (Non-rezurring). The R, 6000 million (Noa-recurring). ‘The

- power will b subject 1o the following  power will Te suhject b the Tollowing
cotditions condilions .

{m) The schames sancticned hrv U () The schemes sanclioned r? lllhﬂ
s n line

Provinginl Government i i ling
with the objectives of the MNational
Plans and ther: is eo deviation from
the principhs and policies  luid
down in (ke Pl

(M The schemss do not kave economic
o ollur repecusians beyomd The
Provinie,

o

(e} A copy of PC Torm of the sehems
will finrished to the Plinaing
Comnission atleast 10 days before
e mesting of the Provincial De-
velopment Working Party ot which
in':::ﬂmmdm:nn_:idu the scheme
o the Manning Comiasion
1o Turndsh thelr views, 10 they s
desire. The Plinning  Commis-
sion will alsa have ihe right to
attend the mesting of the Provincial
Develapmeat Werking urty,

() A copy of the scheme finally ap-
proved by the Provineinl Duvduu;
ment  Work: Party will
promplly fuen o the Planning
Conumission, e M, Finunee wul
ollier upencies coneornel,

4, Azad Covernmesat of All schemes costing upto and including

the Stats of Jummu & Ry 30.00 million {Mon-recurting).

Kashmir. The Power will be subject to the con-
diht:um montioned against 5, MNo. 3
nhave.

5. Norhern Areis Council. All schemes costing upto and uv:lmll:)g
Rs. 30.00 million (Now-recutring).
The power will b subject (o the follow-

ing conditions —

{n) The schemes sanctioned by the
Northern Areas Council are in line
with the objectives of the Mational
Plans and there is no doviation
from the pringiples snd policies
Finial down in e Pl

————

tions

Provincial Goverment g

with \h? ohizctives ol the Nutional
Plans and thare is no devistion from
the principles and  policies  lail
whown i Ul Plan,

() The schwines do not have cooasmic

oF other iepereusilons hayomd L
Paowinee.

fe) A copy of PC-I fonm of (e schome

will be furnisied 1o the Plunning
Commission athest 10 days belone
the mesting of the Provincial De-
valapmiont Werking Party st which
it is propuosod 1o consider 1 schinm
1o eazhie the Planning Commission
1o Turnish their views, if they su
desire,  The Plinning  Comiis
sion will also have the right to
witend the mecting of the Provincial
Davelopment Woiking Pirty.

d A cq? of the schome finally ap-
proved |

the Provinginl Develo

menl orki Party will
pompily fumid‘ to the Planning
Commission, the Mo, Financo aml
other agencivs eonceried,

All schemes costing upto and including
Re, 60.00 million (Mon-rccurring).
The power will be subject o the conel-

. i

8 No. 3

All schemes costing upto and including
Re 60.00 Mon-rocurri

million (]

“The power will be subject to the Tollon.
ing conditions :—

{a) The schemes sanctioned the

Natthern Arsas Council a1e in line
with e ohjectives of the Nationn!

0 'I::.-d lwpl?' mndmpq;li;iu
roim prioci a

luied down n the Plan.
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Authority

Existing Power

f. Federal Ministries

Al seliemes costing below R, 10.00 mil-
lion (Non-recurring).  This power will
b subject o the follvwing comli-
tions t—

{#) The Minis

Frnhanced Power

(b} The schemes do not huve economic

or other repercussions beyond the
Morthern Arcas,

A of PC-1 form of the schema

fumished 1o tho Planning
Commission at least 10 diys bofore
E_m mylimnul'um Morthern Areis
ouncil at which it is proposad 1o
consider the scheme to enable the
Plinning Commission to  Turnish
their views, il they so desire.  The
Commission  will also
Turve the right 1o nttend the meeting
of the Morthers Areas Couneil.

id) A cop “of Uhe scheme fimally ap-

| by the Morthern  Arais
Counsil will b promply lerniched
W the Manning Commission. he
Minisiry of Finanes and  other
fpencies concerml,

‘l’rl)r concerned shall ereie
a proper Planning and me nitoring
unit within the orgemgation dml
sel up i Depu tmentad Developmen®
WWEin; Party in which a représen-
ttive of the Ministry of Finnee
shouhd sl b netided,

(b)) The Minkstiy of Financg docs ol

dissgree, with the desiston of
Prepartinentl Development Wiork=
ing Party. In case thén B any
disogre et Wi schanwe will be
sibmitied to the COWPRECNEC,

() A copy of PC-] of the schemwe shall

I Turnished 10 the Manning sl
Devalopinent Division stleast 10
days before the mecting of the De-
putmental Dovelopmiont Working
Purly, The Plunning and D:wnl::n.
ment Division will ulso have
right 1o expréss their views on the
=1 and 1o ailond the meeting of
the Pepartmental  Developmant
Working Pariy.

() A copy of the schemo finally ap-
) ﬁlu'n'.iﬂ by the g-

velopment. Working Fany will be
promptly Tuesished 1o the Plinning
and Development Division  ond
Mjo. Finonee (Dev. Wingl

7 Commecial Organizi- Al seli=mes costing below R, 10.00 imil-

tions  having
Member/Directol

Finance
ap-

pointed in eonsaiintion

with the Finuues Dividon,

—

lion (Mon- . ol
million {Recuriing) with the concurrence
of the Mjo. Finance,  The power is.
subject 1o the conditions meantioned
againg 8§ Mo, 6 above,

Rs. 2.00

(b} The schemes do not have economic

or other benponad
the MNorhern Aroas,

(e} A copy of PC-I form of the scheme

will be furnished to the Plunning
Commission wt least 10 days before
the mecting ol the Morthern Ancs
Council al which it is proposed 1o
considor the scheme (o enable e
Maaning Commission 1o (wnish
thaly views, IF they 4o desine.  The
Planning Commision will alo
have the right o attend the moct-
ting of the Northern Arcas Council.

(d) A copy of the scheme finally ap-

e by tha Morthern  Arsus
Council will be promptly luraidied
w the Planning Commission, Uhe
Ministry of Fmanee  sod oller
apencies concerned.

Al sohemss cosling below R, 20,00 il
ioa (Mun-recurring).

This powet will

be subject o | Fullovwiie  comal-
Twns —
() The Minkstry concerned shall reats

(b}

a proper Planning amd monivoring
unit within the orgioimtion ad
set up o Depurtmental Developmen
Working Parly in which a represen-
tative of the Ministry of Finanes
shohd ahse be inchudial,

The Ministry of Finance doce ot
disugree wille the decision of 1w
Depurbmentsl Development Wiik-
ing Pwiy. In cw there i any
disagreement the seheme will he
subwnitted tov the CIAWPRON B,

{6) A copy of MC-1 of the scheaw shall

)

All schemes costing

be furnished W the Manning and
Deyelopment  Division  atlast 10
days before the mesting of the De-
partmental Development Working
Paety. The Planning and Devalop-
ment Division will also have the
igh! 1o eapress then views on the

-1 and o atiend the meeting of

the  Departmental  Development
Working Pary.
A eopy of the schems linally ap-

by ihe Deparimeatil e
velopmen W-.utiﬂ; Parly will be
promply furaished o the H;s.um:E
and Development  Division
Mo, Finanre (Dev, Wingl

below s, 20,00

million (Moa-rocurriag) and/or R 4.00

million (Recurrin |
curronee of the I"iju. Finumnes,
power i subject
mentionzd azainst 5. Ma. & above.

o) with the con-

The
to the ecomditions
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Authority Existing Power

Enhanced Power

. Corpatations/Non-Com- All schemecs costing below Re 4.00
mergial  Organizations million,  (Non-recurring)  andfor
huving o Dicector Mem-  Rs, 1,00 million (Recurting).  The

e Finomes  approved

_apy pawer i subject 1o the condilions men-
by Flnance Divisun. i

tioned againt 5L No. 6 above.

0. Norhetn Amms Do Al schemes costing below Ra, 10.00
velopment  Working  million (Non-recurring)  and/or
Party. R, 2.00 million (Reeurnng). The

Power will be subject Lo the conditions
mentioned against §, Mo. 6 above.

10, fslymabod Development All sehemes costing below Rs, 10,00
Working Party. million (Non-recun ing) and/or Rs. 2.00

million (Recuriing),  The power will
e rubject 1o the eonditions mentioned
againit 5. Mo, 6 ubove.

11, FATA DO .. All schemes codting helow Rs. 10,00

million  {MNonereeurring) ol for
Ry, 2,00 milion (Recurring).  The
power will be subject to the conditions
mentioned aguinst 8§, Mo, 6 above,

12. FATA s ., Governor NWIP is omprewared 1o sane-

tion FATA schemes lo the  esient
purmissible in espect of Provincial
seliemes Lo ull EATA schumas costing
it anad b R 30,00 million
{Non-recurring) afler they have been
processed by the POWE

All schemss oosting helow Ra 2.00
million {Non-recurring)  andfor
Ri. 2.00 million (Recurring). The
power is subject o the condition
mentioned against 5. No. 6 above

All schemes coating helow Ra 20.00
million (Non.recun ing) and'or Rs. 4.00
million  (Rocurring).  The power
will be subject to the conditions men-
tionad against . MNo. & abowve.

All sehiemes costing below R 20,00
million {N?.erinﬂ undfor
Rs 4.00 million ( i The
power will he subjeet 1o the conditions
mantioned aguinst 5 No, 6 above,

Al schemes costing below Rs. 0,00
willion (Nonsmecurring) andfor ®s. 4.00
millifon  (Recurring).  Ths power
will be subject to the conditions man-
tioned against 5. No. 6 above,

Governar NWFP is empoweral 1o sanc-

tion FATA schemes 10 the extenl per-
missibte  in respect  of  Provinciul
schemes Lo, oll FATA schepey coting
upto and  including Rs. 60,00 million
(Mon-ecurring) aller they have bacn
processed by the PWP.

PUPPI—914/P), Div. =181 1-1987—1, 00K
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. Annexure-III

The 5 Eorms used by the Planning Commission are given below:

PC-T

It contains the

Parc A
Part B
Part C
Annexure-1
Annexure-LI

Annexure-1I1

Annexure-IV

FC-I1

PC=I11

PC-1IV

PC=V

proforma for development projeccs
There are different forms for
different sectors.

following parcs and annexures:

L

project digest

project description and financing
project requiremants

capital cost of the project
annual operating expenditure

foreign exchange effects of the
projece

to be filled-up only for the revisad
projects.

surveys and investigation(pre-
feasibilicy)

form for submission of progress report
on development projects(for on-going
projects)

form for submission of completon
repoets on development projects

form for annual review of development
projects,

Besides these the PM-1 te IV are also usad for project

monitoring.
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Annexura=1V

ORCANIZATION OF C&W DEPARTMENT(N.W.F.P.)

Secretary C&W

v

Chief Eagineer
Central Design Dffice

= Looks after normal
designs (roads,bridges
etc.) sometimes consul-
tants are appointed
for special jobs,

v

t

Chief Engineser Chief Engineer
C&W Department Peshawar Development Caw
Department

- Looks after Peshavar, - Looks after Kohat

Malakand ,Hazara and
Mardan Civil Divisions.

Civil Division &
Tribal areas in-
cluding and S&N
Waziristan, Orakzi
Kurrom, Khyher,
Mohmand and Bajaur
Agencies.

Under the Chief Engimeer are the Superintendent Enginaars

below them are the Executive Engineers, the Sub-divisional

officers and Sub-Enginears,
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2.

3
‘EAnnelut'e-‘lt.

M-I
GOVERNMENT OF PAKISTAN
PLANNING & DEVELOFMENT DIVISION
PROJECTS WING

Phonn: B24215

(Rupees _in Million)

SPECIL PROFORMA FCR PROGRESS MONITORING

Hame of the Project with locotion:

Hame of the Sector:

Cost{original)with date of gatimation: Local _JFE Total

Latest Revised Cost with date of catimation: . " "

Approval Gtatus(with date): Oripinal Revincd
Anticipatory Yes/Mo Yes/T'»
oDWP " -
FONEC I iy

Brief Description with

major objectives/tarpgeto:

Year of Commencement: As given in Actunl year with

original PC-1 reasons for delay/
ndvence
Date of Completion: As piwven in Reviped date of

qrinal PC-I completion with
s jusgificntinniif any

Financial phasing of the Original Revisndjlntaiti
project as a whole: Tc r& Total o

= il ——

Years

Totals




A, Wimampial Piawd/Million Rupees and 1.8, Dollars)

(514) Coc¥inaneine:

7

Eources L.C. F.E. Total
Loureos Lislie falie iR :
i ] 1
(i) G.0.7. |
o Total i
(ii) Toceiyn Lgencies: L.oan Grant ’F"?'h— i
) i
Wb
[ 3]

(iv) Othera: (Please specify)

11. Ttem ﬂrﬂfr‘ini‘_._igp:

Sl

|
.

B ]

Ttem No. 4 Tten description as Der pc-~-I1(1atest) =
|
-]
:}
i
ek ,:"
5.
Ha ) ‘!!
& J
14
E i k
é
G.
s o
)
B, :
i
9 i |
0
T LY
¥
125 b
?
14 ]
3
15, #
16 ]
b
47 j
18, i
19. 3
=
r-." - : bn
a Hot jIn gubsequent columneg. only the item munbers may

pentionea.
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42; Itemwitge cost of the project o8 assumed

or piven in the original/latest vevised FC-I:

e

Item Ho. Unit  Total Qty. of Original PC-I  Latest Revised
work invnlvicl PC=T
in vwiginal
1latont 'l'.'("l\ﬂ'.l.ﬂﬂd LC FE Tﬂtﬂl IL.C FE Total
PC-1
1s
2s
3.
i,
5
"
L]
LL]
o
20.

1%, Major modifications made or envisaged in the vevised scheme
a5 _compared to original PC-T with reasons thereof:

Item No.
1.

s

3s

De

4. Annunl financiul phaging of tho project(latest PC-1):

3 K eEIVIEy Eost a8y Fibe { Tnanciol torms)

YTom Actavity phobivity cost oS Tenl Yeoaralin I

Ne. ast cremmtage of at yr. & a Ird F.E and
total project cost 4 }E( y 4 ( Y §n0_on

N
e
3e
.

Be
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15, Anmupl vhaging of *ho physical work(as in latest PC-1)¢

Ttem | ’Etal'“'ﬁ'ﬁl"ET'TPﬁfﬁi?ﬂi'ih'ﬁk""‘ﬁmH phasing of physicar
No. U woxk involved | aa percentape of work(ench item = 100,009}
¢ pro.lect Ast yr. 5 3:'."5 AT
i o
f X ¥, i ) Y4 orn_
1a
2.
3.
4,
5
L]
L1}
L]
20.

16. ADF nlloantionus, fomin wplenged and notual
expenditure on the Project:

*ADP Mlocations Tunds Released %@_@‘: 2,
:I'_I".E,:_ F:-I":g T’{Jtﬂl ﬂ-ﬁt _I -E- !a‘m = \n L “ﬂq;.!:'!

Yoara
e e

i % e a i — .
ey ™ .
b o Jor e

eioms baizes esbimates plus supplementary grants(if
any) plus sell-financing(if any minns surrenders

(4f o7

49. Poreign Aid Utilazation:

(Tor cachh losn OT mrant separately) .

Ttem Provision ns per Actual expenditure
lcan agrecment upto =——- e
fiTTen Miliion Tillion Tiliion
=% fupecs us 4 Rupeos

T

.

A

4,

Ge

=18

Total foieigi aszd wiaiiil il Gy i million

—

B
U.S. dollars or @. _miien, Ferminal date of the loan is

i —

w
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18, Land Acquisition:(Timeliness & Cost)

Location Area Cost
EI‘EE?EQ. EEE. .

latest

(Million
(a) Already Procured:
g

2,
3.
4,
e
B.

(b) ¥et tc be Procurcd:
T
S
L

]

2o

Time taken Ir

Total:

Aequisition ..

e i

AN

%y matle ) e

Problems being faced in acquiring the r
be mentioned for each location/nrea sep
status in each case,

19, Btaffing of the Projcet:
me neosn .1:]

emoining areas sShoul.
arately alongwith ex.’

e

—

-

———

[ & f Apr:
Nome of Posts Grade No. ;1 Posts = . ggm of fpr
pC-I(1latest) fppointed unne
20. Reeruitment of Consultants:’
clinens o2t
te of Coansn
4 ¥o. of Personnel Man Months Do
Egﬂgugtsnts 7e in  Jctually Provided ﬁg:rilntmgnf —
- nm.m‘;] n 1 EE 5
Clif'f-.egt) e PO-T Pc-I usl PC-I
(Latest) (latest) Clal:Gﬂ
o= | =




=

b |
21, Status of Hajor. Congract Awards:

gontrzct Descripltlon oot un ner Dote of Mime tokea in Award - !
Mo. & of the TC-1 Ton-  Commencement of the Contract ___ _
Date Ccontract  (atest) tract ks per Aci- ¥Tonned  Actual
ik c . Goriract ual
. (MY Ton &.) [ Honths )
' Civiy Wdrks -
s
2 ' !
Ze
M $
D X
Supply of Machinery % Bouirment 4
(o) Imported '
I
g.
Ja
4, l'
S
{b) Locally Fabricated - ' |
T
Ei b
5- o 1
o S '
5. ' ,
Erection of Haghinery : 5
1 |
2e
Da
t,
Ba

____________‘—_-‘-_-_____._____._-—-—-'—,'
_,__._—-uu——__.__—__... e

- gz - i 4
Cls 1200 fﬂaﬁ Jf Tl e e vt o i i o el

olinche & vost)

Contract peseription Physical Completion period Cost as per
.. Dote of the Peopness ns PeT -,
N Contract o % e e an]%?‘ar: ctun E::mErai:E Eﬁiﬁr 7
- EctEd _Ellﬁ‘ﬂ ;ed-_.
== - (Fercent) [¢ ﬂuﬂhﬁﬂ ) —{FIlion pees)
0ivil Works
y .
(iig
¢ii
Machinery f Foquipmoent
Lu]";l'npm:EnE
1
RE
(441) o
(k) Logelly Fsbricnted
(ii
(iii

Frection of Mnchinary

\
(ii
(.

i
T Py

- i —
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23. Provieien for current Tianenmsial yoeir
broken-down_into_aetivitiyi_and_Prysicul bergets:

;i.{tm. Unit Tazgets tixed in phrsical terms Irovision fer
0.

activityr(l, in
A S _ Million)

L 3

£ N o2

5.

20.

(L —— Y -

24, Icemwise Iinanciz: u

iignsion of the

yoiect to-dates

Ttem E % VTovVie § FiBoas Ten L= akpendlibure 5 Tot ﬁi"ﬂ = W‘
Eve ki ki3, S om. i*-“.su‘a‘r-:—zr:ﬁ.‘_‘*‘m v & 56 onj Spene- HE uv
' L

* ature
thﬂ (. } ) bt } j j

R }ite _ I -
3l HEEE DI D S B R N OO D

20,

23, Thepwise physiesd eropciasd of L nnojied bedabe:
e : Eoter ¢ Fioiu LIRS TR ) § gi‘::-Eu.'. { Homark.
Ivem s yyit fwors S Poead o, juork g A AmY
Ho. nvolirad 'i“"'f'i}i.-"b.-'." hh TE. L THE. e se on Woae
i . suimated C - ¢ B
— r . - — S g ey e e o T ) -
"I?-ﬂ' i ] i ___.1 5k b th‘:? E r .
%
iE
2.
Sa =
b
b
hi
L™ n
f
20.

—r—r
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323 .

Pleasaa i1dentify reasone forx shorifsail, if an

¥ L ¥ in
physical/finarcial perforueace in my,pu.rticular period
or as a who.e:

Brrios ¥ Tescription ’ o
I'o. i ey

-

i AM Moo=A
14

5 W
%

]

-
e

7, Tlease quantify the decsenas/delay in realization of benefits(as

.

ptated in appiroved PC-T) aad impact on soeborel targets bocause
of exvected delay in egippleticn:

it ciomon: of prict escaricicn Leps in view while estimating the
project coss? It so, to wnal gxtens, in what menner ond for
walch particulae itume s

EEFEET‘T— i e i et 11 TS

o Jzacription

), :

W

A N -

", F-.

-

B
]

2.
that is the oosition of the revision of the PC-I,if coot over-1un

v a more than permitted 1imi%? When the revised I;L:MI is expected %o
be finalized, if under preparation? Please give detailed information
ooout Teneons of cost cvel-Tun due £q yarious factors ru:l as
ehanges i1 scopo, curTency #lactuntions, and rise in priccs. Do you
forenes any savings in nr.-rr_-;:_}:::hian of the project?
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30. Major bottlenecks faced so far or being faced at the moment by the
project vhich require attention of %the Gevermment. Do you face any
problemg of coordination? .

%1, Remedial measures envisaged through your experience:

I

%2. Do you monitor the progress through PERT/CPM/Bar Charts? If so,
plense indicate your expericnce relating to their usefulness:

33, General remarks, 1 ony:
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GOVERIMENT OF PAKIST.N
JINING & DEVELOPMENT DIVISION
PROJECTS WING

phone: B2h215

EPECILL PROTFCEM. FOR FROGRESS MOMITORING FOR THE
QUARTER ENDING

..1'

(Rupees in Million)

1. MNeme of the project with'iaéatibnz

2, Wame of the Seetor:

-
3, .+ proved coat of the project: L.C. F.E. Total
4. AD® plloeation for the currcnt . s "

fiscel year:

5. TFunds Released during the " . '
quarter under report:

A. Tunds rolegsed during bthe y&ﬁri LR " . "

7. Expenditure incurred during the ' "= -.. | e e, W

qunrter under report:

8. Expenditure incurred during the year: H 2 "

9. Expenditure incurred since commencement: . - "

10. Poreign Xid Utilization duriag Ehe ™ - ... Milliom Million
quarter under report: U,8.-Dollars Rupees

11. Foreign Aid Utilization during the yoar: - 2

12, Foreign Aid Utilization since commencement: . "

T Tlcane LhulCake Sullco 0L Lanancibis

13. Major Contracts Awarded during the Quarter:

Contract Description Cost =8 per Time taken in Award

Ho.kDate of the Contract -1 EanrnnE af the Contract

G350 ey T
on nupoes on

Civil Works
1.

]

e

2
Supply of Machincry & Equivment
Elu'} Importoed:
%
e
F!h"] Locally Fobricatod:
a,

Fe ' eessB/2




Iin

Frection of Machinery:

1a
2e
Fa
14, Ttemwise physical progress and finsnecial utilization of the prog.
(for the quarter ending 1
Ttem ] yoical tsrgetsaﬁﬁﬁ@ical work done § mxpenditure
No. Unit f§for ck- current during : Miring .ot
[year | quarter or WLAT) VY
I T 5 f &+ 3 =
1.
2.
. .
" i
Se
-- "
o
n
20.

———___ SR "

15, Major bottlenccks being experienced which need attention of

the Government:

¥

16. Remedinl meagures vivaboied through your nxperirqgg:'

Hote: In future, quarterly reports mey please be submitted
wWwithin two wecks of the ond of cach quartcT. -
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PM-IT1I
GOVERNMENT OF PIKIST/N

FLANNIRG & DEVELOPMENT DIVISION
PROJECTS WING

LS

hone: 824215

PROFORMA FOR PROGRESS MONITORING FOR THE FINANCIAL
YE/R ENDING 30'TH JUNE, 1966,

{Bupocs in Million)
Wame of the project with locsbion:

Nama of the Secctor:

Approved Cost: (i) Originel L.0, F.E. |[Total
{ii) Final Revised L " "
Schedule of Implementation: Commencement Completicr
Plannecd
Actual /
Expeocted
ADP allocation for 1985-806.: L.C. ¥.E. Totul
Funds relensed during 1985-86 M " "

First quarter
Bepond quarter
Third quarter

Pearth quarter

Totnl:

Expenditure incurred/committed

during 1985-86: L:C.  E-E, Tofal

Pirst quurter

Bocond quarter

Third guarter

Forrth guarter

Total: —

Ex;nnditmrn incurrod sim::a_
Epﬁc%ge§zngf %gﬁgrojoct L.C. *P.E. Total

* Please indieate the sourse of financing mnd the mmount
of each lozn or gx.'u.nu separately.
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e . Ttemwiwe physicel progress and financial utilization
of the project during 1905-66:

(Million Rupoes)

Thom " : g . ¥ rotal (] e
ﬁu- g_bﬁﬁuriptiﬂn Uniy% Qty. of § work done ar 1985-086 -

, L § werle during the %.E.i - -

; involved j year

Sk b ' i 198586 5
= §y 5 ¢ 4+ § | 6 7 () 3
4.,
4 s

oy

cam st —— s

90y Overall physicul progruts of the project upto
soth Juno, 1986({cudulative): ,

4. ADP alleecation ¥or thac Junr 150587 L.Cs F.E. Totul

|2, Itorwise major sarpets with finencial allocations during 1986-87:

Toem )’ . Tugor GorToBpONaing Expocted

P feseription { Uait ohysienl financial completinn

1o

o ' orgete for| allocations for date/year of
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Annexure-VI
BOARD OF INVESTMENT

The Board is to be the single body responsible for the approval
of all types of private sector investments (where government

approval is required).

The Board will also review and approve of all economic policies
that have important repurcussions on the investment climate in

the country.

The Board is committed to maintain a liberal policy for the
sanctioning of investment and has instituted the single-type

ganctioning system.

The Board is responsible for reviewing the progress of banks/

DFIs in respect of investment sanctions as well as the reviewing

of implementation progress of its decisions

gource: The Pakistan Times (Rawalpindi), August 10, 1989.
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