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The 3>mve of the paper

1. Procedures for dynamic project implementation in devsloping countries
are not sufficiently dealt with in published documents to be of immediate
operational use. In great part, impiementation has been approached at the
1svsl of development plans and is pressnied merely as ths setting of osrtain
policies such as monetary, fiscal, employment, which saould be consistent to
resalige ths development plan and attain its targets. iven at this level of
aggregation, more thsoretical than practical issues have been treated. In
most developing countries there is no general proocedure for considering
analytically the various problems encountered in sxecuting industrialization
policies at the level of projects, which in the final analysis make up these
aggregates, nor for evaluating their impuct on development targetsz. As a
result there has often veen a great discrepancy between what has been planned
and whet could be achieved.

2. An attempt is mede in this paper to propos: an operational approach to
projeoct implementation and to the establis ment of a sound system of imple-
mentation with the main objective of allsviatin; many of the shortfalls con-
fronting developing countries in implementing industrial projects. The
paper is in two main parts. Part 1 reviews briefl) certain common skortfalls
to implementation in dsvsloping countries and discussss in broad tsrms the
prerequisitss for effective implementation. Based on an understanding of
these important elements, Part II discusses in greatsr detail the proposed
operational appyrosch to project implementution.

3. It is hoped that the various elements and measures discussed in this
paper may provide guidelines to hslp the partioipants in project implemen—
tation appreciate the magnituds of the problem and collaborate in a syste~
satic procedure to carry out the dynamic functions involved.

4. In some countriss, all industry is the responsibility of the publiec
sector. Othsr oountries prefsr to lsave all industrial sotivity to privets
enterprise, and still others - probably the majority - favour a mized
economy. Ths paper is directed primarily to countriss with a mixed econowy

ll
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where the economic system permite free private enterprise in industry while
some industriee are created and conducted in the public sector. Being

primarily oconcerned with public sector activity in mixed economies, however,
par. of the paper will be equally applicable to osntrelly-planned economi=s.
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I. SHORTPALLS AND ESSENTIALS OF SUCCESSFUL IMPLEMENTATION

Se The aime of planning, the metiods used to formulate and implement indus-
trial development plans and programmes, und the results in terms of develop-~
ment and production are closely related to a country's political, economic
and social values ae well as to its level of development. Since these values
and levels vary from one country to another, the resulis and repercusasions

of development planning in one country may well differ from tnose in another
even though bot! have adopted similar methods.

6. In spite of the differences between countries, howev-r, the growing

body of experience contains lessons which are relevant to all countries.

One lesson which s:ands out prominently is that planning by, itself does

not produce development. Developing countries have devoted a good deal of
thought, energy and expertise to achieving comprehensiveness, consistency

and precision in nla1iing their industrial and economic development, but
witiiout devoting similar efforts to the steps to be taken to put the plans

into action. The formulation of a development plan or programme has often
become an end in itself.l/ Failure to achieve the intended developmenti has
frecuently been attributed to shortcomings in planning techniques, whereas

the real siortcoming has often been a fsilure to achieve successful or even
satisfactory implementation.g/ Careful planning when it is not promptly followed
by wsll organized implamentation is like window-shoppings it may be plsasurable
to the performer and give rise to attrauctive fantasies, but its practical
effect may be negligible. This is true even if the planners go beyond aggregate
planning to commission feasibility studies and evaluations of & number of
projects. Altaoucth a step forward, the feasibility study still leaves the
custower at the window-ghoppiag stage; an sstimated price has been put on the
delectable merchandise and the Aelights to be sxpected from its ownership have
been elaborated, but actual ownership still remains no more than an aspirution.

1/ Economic Weekly, bombay, Vol. XIII, Nos. 27, 26, 29 (July 1961) p. 1023.
Nehru, Jawaharlal, "Aniual Address by the Prime iinister", Indian Jourmel

£ Publio Aiministration, New Delhi, Vol. VII, No. 4, p. 435 (Ootober-
December 1301)
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Te Industrial development should be viewed as a continuous activity, of
which the plan or programme is only the beginning. The momentum must be
maintained through all stagess programming of industrial development;
setting of implementation policyj; the creation of an orgunization for
implementationj carrying out of feasibility studies; formulation and
evaluation of projects; and finally the execution of projects, leading to
project operution over a period of many years. ‘I'he combined sweep of activi=-
ties siould be tiought of as a continuous whole., The completion of one stage,
e.g2. the planning stage or the feasibility study, should not be regarded as

a point at w.ich to sit back and rest, but only as the essential starting
point for the next stage. In fact, however, in many countries, this is not

the course of action.

8. In implementing industrial projects, developing countries encountor
various shortcomings of an econowmic, technical, administrative or manacerial
nature. Therelore, tke use of sound policy measures, appropriate institu-
tions and an effective communicat.ons system linking all tue elements in the
system of implementaticn with the controlling authority are prerequisites
for successful implementat-on.}/ The followin.- puragrapghs will deal briefly

with these important elenents.

Some common shortfalls of implementation

9. It muy be useful to list some of tae principul obstacles to successful
implementation in developing countries. Some are created by the Government
itself through its failure to rvalize the need for continuous planning and

action.

10. Altuougi: tnese obstkcles ure obscrvable in all types of development
programmes, they are particularly acute in the implementution of projects
in the industrial sector because of the importance of industrial projects,
their capi.al intensity etec.

1i. Problems of planning as obstacles to effective inplementations W.ile this
paper is concerned with the implementation of industrial development projects,

and the problems of planning are formally outside its scope, it must be re-
cognized that project implementation is frequently impeded by shortcomings in

}/ Colm, G. and Geiger, T. "Country Programming us a Guide to Develoynent", p.51

in "Development of the Emerging Countries", Brookings Institution, washington
D.C., (1362).
/..0
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the planning process itself. The most common of these ares

12.

(8) PMailure to take into account the inherent administrative,
managerial, institutional, financial, politi§71 and social
limitations on the country's growth potential.

(b) Concentration on the largely macro-econcmic framework for the
development programme, dealing with aggregutes based on broad
generalizations (such as over-all capital-output ratios) while
not providing a frumework for the translation of sectorul pluns
into individual projects.

(¢) Inconsissencies in industrial development programmes, waich may
lead to targets that cannot be implemented.§/

Inadequate project evaluations The lack of proper project evalusution

usually results in wrong estimatee of cost, inaccurucies in estiuates of

resources required etc.

13.

Inadequate administrative, organizationsl and managerial capacitys For

any or all of the reasons mentioned, the administrative organization of the

Goverment may exhibit a number of weaknesses, and structural reforms may be

necessary before the country can measu-e up to the demands of its industriali-

gation programmes. [he same applies to munagerial competence.

Y

i
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Y/

Plan Organization ¢ Iran, Division of =conomic Affaire, "Review of the
Seco?d Seven-Year Plan Prograrme of iran", pp. 7374, leheran (10 karch
1960).

kiges, F.W. "Relearning an 0ld Lessons Tnhe Political Context of Deve-
lopment Administration", Public Administration hisviaw, Vol. XXV, No. 1,
p. 71, Wasbington, D.C. (March 1965).

Wilcos. C. "Planning and Execution of Economic Development in South-Ilast
Asia", Occasional Papers in International Affairs, No. 10, p. 10, darvard
Univ;reity Centre for International Affairs, Cambridge, uass., (January
1965).

Planning Coumiseion of India, "Taird Five-Year Plan (1961-1966)", p. 280,
New Delhi (1961).

Morgan, T. "Sconomic Planning - Points of Success and Failure", paper pre-
sented at the Conference of xconomic Planning in South-sast Asia, lionoluly,
Hawaii, 1=5 February, (1965) p. 14.

United Nations cconomic Commission for Asia and the Far zast, "zconomic
Development and Planning in Asis and the Far Zast", Economic Sulletin

for Asia and the Far East, Vol. XV, No. 3, p. 23, (December 1964).
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14. Exceesive governmentsl interference with the freedom of &ction of private
enterprise: sxcessive direct intervention of the Government should be avoided

especially if it ie non-economic, since 1t may discourage the growth
of the private sector of the cccnonv.ig/ Indirect Govermment influence
on the general setting in which the private enterprise operates is neverthe-

less possible through fiscal and monetary policy.

15. Pitfalle encountered in implementation by public enterprises Unfortunately,

as has been evident, industrial projects implemented under the control of the
public sector are often subject to a complex of mutually contradictory objec-
tivee and considerations. Interference by politicans may be due to their belief
that such enterprises can be ueed a&s a mcans of doin~ many things for many
people; euch attempts to achieve conflicting objectives usually preclude

the hope of concentration on making the venture economically successful.
horeover, treating industrial projects as part of the ~overnmental adminie-
trative system may retard the operation and lessen its efficiency. If decisions
concerning this project are slow, adhering too closely to the original rules
and not making proper allowance for changes in circumsiances, the result may

be confueion, delay and high costs.11

16. Ineffec.ive techniques for prozramming and control of project
implementation: The implementation of industrialization projects should be
flexible in order to permit adjustment as conditions change. However, for

the most part the developing countriee do not recognize project implemen=
tation as a dynamic proceee, which is often more intricate in content and
structure than the preparation of the development plan or programme iteelf.

No effuctive techniquee are availabdble in most developing countries to

enable tuem to consider analytically the problsme encountered in the implemen=-
tation of induetrial projects, i.e.t to ensure the timely deteotion of
bottlenecke such ae delays or shortagss in supplies, manpower, capital and

lg/ Waterston, A., assisted by others, "Develorwent Planning - Lessons of
Experience", p. 342, kconomic Developmen: lnstitute, International Bank
for Reconstruction and Development, Johns Hopkins Preee, Baltimore,
Maryland (June 1965).

11/ Plan Organisation of Iran, Divieion of Economic Affairs, "Keview of the
Second Seven-Year Plan Programme of Iran", p. 72, Teheran (10 March 1960).

[ooo
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equipment; to co-ordimate the execution of dependent projects; and to
allocate scarce resourrts. Jor are there adequate control systems to
feed back actual performance results, to evaluate and revise policies as
necessary, to reallocate available resources and update plans of implemen~
tation.

The eusentivls of effective implementation

17. It follows from this brief survey of common problems th:t planning for
industrial development must be realietic in the light of the country's level

of development, must take proper accoun: of economic, political and social
circumstances and the country's administrative and mansgerial l=vel. 11 also
follows that the Government must take steps to secure effective implementhtion.li/
To this end, it should consider a combination of: carefully devised policy
measurea; the creation of an effective institutional framevorks and orge=-

nized implementetion &nd control metlods.

18. Policy measurest These should be thoroughly indicated in ihe development
programme and it would in any cuse be inappropriste to detl with them ut &ny
length in tbis paper.

19. Institutions and institutiunal frameworks The principles i~overnirg the
creation and oper:ztiun of institutions for industrial development are

discussed in Part Il of thie paper.

20. It is of primuary importance to create effec ive institutions to ensure
that thsy are under the control of men with the appropriate backrround and
personal characteristics, and to delegate adequate powers and autlority to
them. Because of the complexity of the forces affecting industrial development,
no institution ocan function in a vacuum but muest have support and willing oco-
operttion at the various administrative levele of the Government. Such
support and collaborstion must be assured at high decision-meking levels, and
officiels at the medium and junior levels must also be a are of the indus-
trislization targete and the means for their achievement and muat appreciate
the importance of giving their support and assistance to the institutiorns
responsible for irplementation.

;2/ United Nations, Inter-Regional Workshop on Problems of Budget Claseifioces~
tion and Munagement in Developing Countries (31 august-12 Septemoer 1964,
Copenhagen, Denmark), "Relati.nship Between Planning and Government
Budgeting in Developing Countries '(Part II), p. 3, (July 23, 1964).

/
Jesve
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?l. Irie ic only likely to be schieved il the)y 1is effective comuunication
within the Governm-nt so thet the officials concerned are converssnt with
industrial policy and part.icipzte in the formulation of the Industrial
Levelopment Progrimre ec that they become involved ard recomize that the
programme tarrets sffectireg them may ve of their own creztion and arise out
of work dcne by them. It should be the aim of the planners and policy wakers
to secure such .nvolverment at &ll levels, from minieters down to junior
officials. rhey sbould also seek tc educate the Government to negate the
assumption that unce a developmen. programme hes been formulated, the
Government has done &il that it need do. There must be effective itplemen-
ting inetitutions enjoyiny the support and co—operutiun of the Governuent,
and the Government must alweys be ready to consider new circumstances en-—
countered in prectice and to usuke any changes in policy &nd provide any

governmental action that may be required.

22 It will frequently be necessary to make significant changes in the
Goverrment administr .tion. Administretive and organirational links must be
created, not only between the implementing institutions but also betwesn

them and th- Government. This may entail changes within the governmental

machine, which will usually be best formulated through consultation by

industrial planners and administrators or specialists in public administra-

tion, who would decide inter alia whether to endeavour to make a comprehensive
reform at the outset or to prcceed gradually. Such changes would involve
designating the responsirlc departments and pereons in connexion with project
implementation, defining their roles and fixing their responsibilities and
authority. It might also ne necessary make a study of the Govermment organisation
to identify administrative, managerial and orgsnisational weaknesses or short-
cominge which might impede the work of imulementation, ascertaining the causes and
formulating and ocarrying out remedial action and reforus.

23. It may emerge as a result of this exmmination that the intended devslopment
is, in fact, too ambitious even after all practiocablo improvements have

been mads in the administretive structure. If so, it will be nscessary to
adopt more realistic targets. The existence of this possibility simply under-
soores the importance of studying the adwinistrative organitation and formula-
ting all necessary changes in it at an early stage in ths planning prooe ..

[ooo
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24. tation and 1] thodss The methodology of implementation
at all levels betwsen the planning organisation and the individual project
management, and methods of reporting progress at the different levels and
securing a feedback of relevant information gasined from actual experience
in the individual projecte, are dealt with in Part 1I below.

,l"




ID/CONF.1/3
English
Page 12

II. DOPLAGNTATION OF INDIVIDUAL PROJECTS

The Govermment's organization for implementation

25. In government-sponsored industry, the Government usually has two
principal objectivess
(a) That each jroject should be effectively implemented and should
succeed in reaching its direct objective - generally the

production of certain goods or services - in as economical a
manner as possiblej

(b) That the project should take its proper place in the planned
attainment of the Government's broader objectives, both
industrial and other.

26. The administrative methods adopted to secure these objectives should
aim at avoiding the common shortcomings described in Part I. The inplemen=
tation of industrial programmes and projects must be treated as a dynamic
process. As many of the factors afrecting industry ar= susceptible to
quick, imporiant change, considerable flexibility must be permitted in an
industrial development programme. For th-se reasons, the system set up for
implementation must avoid the danger of over-enthusiastic or single-minded
departments attempting to direct the project management in too great detail,

proffering too frequent advice or demanding too much information.

27. ‘The problem is in effect the fami.iar one of finding the proper balance
betwesn centralization and decentralizations how to give the management of
a public sector project the freedom to manage and to take quick, firm
decisions in response to changing businsss conditions, while at tne same
time preserving the position and intercsts of the public sector in matters
affecting the direction, content, duraution, cost, termination and other
broed policy aspects of the project. Wrile the needs and problems of each
project must be s.itably represented to Government, an effective filter
must be created to protect the project from Government involvement in its
control and maragement.

fooo
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28. Institutions for implementations Thus, we may visualize & hierarchy,
with the Government at the head, the individual projecte at the base and

specialized institutions in between, each element being responsidble to the
element above it. The solution to the problem of decentralization would
be to put project managements immediately under the surveillance ol an
institution in the hierarchy which is iteelf either insulated from the
pressures referred to in the preceding paragraphs (which seem to be
inseparable from the working of the Government maciins) or which is capable
of absorbing those pressures and passing on to the project only business~
like directives consistent with the project's basic aius and with the
managenent's operational autonoay. Tais may be acuisved if such an
institution is not itself part of a government deparime:t and its only
responsibility is to ensure the success of some part (or the whole) of the
industrial plan or programme. Tnis kind of institution, which will be
referred to in thie paper as a "development agency", may be directly ree-
ponsible to a department (say the Ministry of Irdustry or Development) or

to a regionul or national planning commission.

29. The development azency may take a variety of forms. It may be a
purely promotional organization, with little finance of its owmj or it
may be both prumctional and financial. I: may maintain & etaff from which
the management of projects can be drawn or it may seek all echelons of
management from outside. It may be in conirol of the industrial develop-
ment of a epecified geographical areaj it may control the development of
a single industrial sectorj or it may be in control uof a few numed
projects, or even of a single large one. It may combine tha duties of
promotion and implementation with those of a development bankj it may
even be a development bank which the Governmeni usee as a control agenocy.
The possibilities are manifold, and only a knowledge of the circumstances
(political, historical, social and finsncial) oan lead to the right choice
for a partioular country. A few considerations may, however, be presented
heret

Jooo
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(2) The staff of a development agency must be fully acquainved

with and prepared to further the Government's lone-term policies

and intentions (wiich should be clearly stated in the plan or :
programme); at the same time, the staff must have an under- i
standing of the businecss world and its dynamism, and of the :
way industrial management is conducted so as to snsure that their :
relation with the manzgement of projects is realistis. This %
calls for a clear definition of objectives and responsibility. |
Desiderata of tnis <ind are, in fact, a necessity for the !
successful opervtion of any element in a hierarchial system. '

(b) In order to fulfil the functions mentioned so far, and to feed
back information derived from practical experience into the .
implementation sysiem and the plannin- organization, the framework !

of the implementation system will require the followings

(1) A clear definition ot goals, responsibilities and authority
of each element in the system, and qualified personnel
in each of themj;

(11) The creation by erch element in the system, for its owu
guidance, of an effec:ive implementation plan, taking
into consideration its resources and the targets laid
dom for its

(411) The collection, processing and dissemination of information
about the performance of each part of the system and
flexibility in relation to objectives.

JO. Definition of objectivess Unless clear objectives are laid dowm for

sach element in the implementution hierarchy, confusion and vacillation

are almost inevitable. Vhile each element siould be left free to choose

the method of performing its stated task within the limits and resources laid
down for it, the nature of its task and the limits of its power anl authority
need to be clearly understood by all concerned. It may be of interest at
this point to note a list of the "seven deadly sins of public enterprise

in developing nations", as spelled out by H. Seidman:

"l. Uneconomic and larsely unplanned growth; 2, Sacrifice of
long-run economic advanteges tc short-run political and social
gainsy 3. A bewildering and complex variety of forms of
ownership, control and organization with no logicul and orderly
pattern for their usej 4. onXxcessive control of administrative and
fiscal minutiaze and almost complete license with respect to major
matters of public policys 5. Confused lines of authority and res-
ponsibility; 6. The 'blight of perpetual inspection's T. Shor-
tages of s«illed manigers and excessive rates of turnover in key

postis."” 13/

13}/ International Levelopwent 1965, Oceans Publications Inc., p. 96, New York.
/...
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31. The objectives which are to te iaid down for higher eleuents in the
hierarchy will cover a wider field. They will be brouder in scope and
spply to a lonzer time span thar those ror the lower elements of the

hierarchy. As an example, an agency concerned with the plannin~ for
industry may be given:

(a) Broad directions sbout the field for which it is responsiblej

(}9 ligures of targeted output in various fields, for instance over
a five-year periodj

(¢) The global capital and other resourcee availablej

(4) The principal lines of policy and the priority to be accorded
to different purpoees: improvezent of the balince of payments,
preserving tbe balence of recionul development, diver:ificition
of industry, preference to certain industries, crection of employ-
ment etc.

(¢) The policy messures necessury to secure successful implements-

tion, e.#. curbs on consumption, teXx incentives for selected

industries, export Lonuses, assurtnece which can be held out to

foreign entrepreneurs or investors etc.
32. Such an sgency vill prepare & plan for civing effect to those objectives,
and will thereupon formulate terme of reference for, and allocute its
allotted resources arong tke agencies to which it is sutborized to delegute
responsibility for implementztion.

33). Below tiLis plannirng agency, the hiertsr~hy may irclude one or more develop-
ment scencies responsible not for zener:l industrial stirategy but for creating
and controlling a group of nrojects. To entble a develowment :gency to
perform such functions effectively &nd in tie rigzht relationship to tke rest

of the planning system, it must receive a clear stztement of policy and

objectives, including such mutters &s the following:

(8) The industries or groups of industries under its responsililitys

(}9 The principal objectives it had to achieve, e.g. the development
of oapital goods industries, agriocultursl processing industries or
consumer goods industriess

(g) The targeted output for each industry in terws of cash gener:tion
and/or in terms of the rate of return on irvested capiislj
[eoo
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(g) The amount of capital and other resources availsble, and govern-
ment policy (if any) about the division of capital and other re-
sources among the different industriee or objectives;

(g)'The degree to which tke develo.ment agency is free to supulement
capitul by raising funde from non-government, including foreign
sources}

(;) The policy regardirg whether the agency must alwaye have control
or may accept & minority position' and whetLer tkis is to apply
to all or only some industries}

(g) Any directions necessiteted by Government policy about the
nautiovnality of jpartners ln projecte etc.j§

(b) The depurtmente which the agency is to consult witk and report to,
and the degree to which any of them will be authorized to give
directives to the ageney.

34, ‘The ectablishment of these policies and objectives should be the subject
of close consultation with the development agenc’. ‘'he agency's constitu-
tion or terms of reference may be framed so aes to give it a measure of flexi-
bility. Thue, the figures of targeted output and avsilable resources may
include some element of approximation within which the agency is free to
manoeuvre. The policies and objectives mey also prescribe that, apart from
.he oontrol that it has over sny business under the general law of the
country, no department will be authorized to give directives to any project
or sub-project under the control of the development agency and communications
from the departrents may be addressed to the development agency itself. The
ecope within which each depertment can give directives to ihe agenoy iteelf
may also be prescribed; as a general rule all such directives, from whatever
department, should be concerned only with yuestions of broad policy. The
development agency should be entirely free to decide how euch broad directives
are to be translated into rolicy directivee to the projects.

35. The develooment agency muy thereupon prepare a meeter plan for the
industries under its control, taking into comsideretion national objectives,
available reeources and the like. On the basis of this master plan, the
development agency may drew up the objectives of each projsoct (prodedly in
consultation with other participants in the project and oertainly in con—~
sultation with the management of the project). These objectives would, again,
be more limited and more precise than the objectives laid down for the
dovvlganont ugency. In general, they way be derived from ths feasibility

[ooo
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study, the most imuvortant elemente of which would be: whet is to be
manufactured, the targeted annusl production, thws process to be used, the
factory locetion, and the necesscry provisions for etrfective implementation.
The provieions for inplementation may contain the followings

(2) The ca-ital aveilable (wi.ich may include & financing plan
involving outside financiers)}

() Directives regurding the rsising of workings capital etc. from
banks, or any long-term capital still requiredj

(¢) Pricing policy}

(g) Policy on inter-relationships wita other projects, e.g. where
one project is intended to buy products frow another, train its
staff or labour, share facilities etc.y

(e) Policy on manarement - emplovment of expatriates, training
schemes etc.}

(£) Directives (if any) about financial policy, peyment for
foreign know-how.

36. It should be noted particularly tkst the statemente of objectives
exemplified above include, in each case, 8 quantification of the objectives.
This gives concrete form to the organization's task and affords a means of
measuring ite achievement. Without a realistic quantitative yardstick,

the exercise b comee vague and the outcowe is in danger of being equally
uncertain. dusiness thrives on clear statements in quantitative terms.

As an example of the bcneficial effect of cleur, precise ob ectives in-

cluding quantitative measurements, G. Cyriax saids

Given a ,reasonably cleer objective (maximizing the return 1o equ.ty
eshareholders), reasonable incentives (waioch relute pay to porformnnco)
and & ressonable method of enabling executives to =stablish the re-
turn on oapitsl under their command, many U.S. oorporastions show what
first-class resulte can stem from no more than above—average indivi-
dusl abilities.

Confusion about objectives, on the other hand, ie profligate of
talent, as siould te well known from the history of the British nation-
alised industries. These industries, until 1961, had no agresd aims,
and at various times ware inetructed to maximise output, to balance
their results one yeer with another, to reduce prices and to earn &
satisfactory profit. Mussy objectivee led to fussy management, and it
wae only the fixing of target rates of return on ocspital five years
ago, combined with imaginative appointments of men to administer the
targets, that created a drematic improvement in morale.”

14/ Tinancial Times, London, 22 July 1966.
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37. The same principles of decentralization may be applied in the selection
of management for individual projects, in their powers and authorities and

in relastions between them and the development agency.

Organigation for implementation of the project

38. In the course of 1nplnlentation,‘changes in the project manugement

are likely to result in chenges of met..od, in [failure to underst.nd the
purpose of some uspects of the work already done, and in new interpre-
tations being placed on the stated objectivee. Any one of these can lesd

to & waste of the work previously done, to additional exuvense, to loss of
time, and even to confusion over the precise form or purpose of the project.
It follows from tuis thet a high degree of continuity in t' e project team,
from the inception all the wty through to successful operation, is critical
to the successful creation of an efficient enterprise at the lowest feasible
cost. Individuals or organizations may be attached to, or detached from,
the orojec. at different times as different skills are required, but consis-
tency and the preservation of the understandéing and insight that accumulates

as the work proceeds demand a substantial degree of continuity of personnel.

39. The principles described earlier are just as appliceble to & case where
the development agency lL.as set up an organization to conduct an .ndividual
project us at the higher levels. When the actual implementition of the
project begins, the development agency may leave direction and control to the
project management. The actual met:.od of hunding over responsibility is none=-
theless a gradual one. I'here will be a "twilight" period during whish the
management may gradually assert more and more control, but the development
agency would still be intimatvely concerned with the working out of the

basgic lines of the projects During this time, full and detailed exchange of
ideas and co-operation in arriving at firm implementation plans are essential
to ensure complete understanding and unity of purpose between the intended
management and the development agency. This relationship will probaoly
continue up to the point where contracts for the building of the factory and
the procurement of plant and the finance have been siyned. At that point
all plsns should be firm and the manugement should take full control.

40. rzach project should almost invariably be conducted by an enterprise
formed for that particular purpoeey the convenisnce of thLis needs no explana-
tion. The enterprise may be under the control of s board of directors
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appointed by the leading participants in the project, i.e. the development
agency and such partners as may join it (as discussed below), including
perhape gome or all of the financial perticipants. In conformity with
what has been mentioned before, the objectives of the enterprise should

be clearly defined. This may be the subject of discussion between the
development agency, its co-participants in the project and the project
menagement and, as mentioned above, the objectives should be further
elaborated in close consultation as the programmins of the project goes
forward. A point which needs to be stressed here is tLat the development
agency should ensure that its co-participants and the project management
are made aware at the outset of any limitations wiich it wishes to place
on the freedom of action of the Board of Direc.ors and vi any way in
which it is expected that the growth and d:-velopment of the enterprise may
be limited or affected by broader economic considerations. A failure to
disclose to the business inierests concerned any such intended limitations
upon the company until after they have become committed can be futul to
confidence between the varticipants in the project and to the success of

the project itselt.

4l. The development agency si.ould recruit the top as well as the middle
management of the project accordine to the experience and background re-
quired. To. management includes the members of the board of directors and
the general manager, while middle management comorises tne functional
man-gers who are responsibl= for certain administrative and technical

activities such as, for example, personnel and quality control respectively.

42+ A common problem to almost all develo:ing countries is the scarcity
of those who sre qualified to occupy mana-ement poets, aspecially the
technical management posts. Even if the development agency could recruit
outside experts having the type of experience required, they may not have had
experience under the local conditions of developing countries. Consequently,
a technical manager may find himself contending with unexpected difficulties,
oving, for exampls, to special climatic conditions, without casgy access
to specialist consulting engineers etc. Moreover, in his absence, as vhen
he has to go sbrosd for consultation, if no local replacement is availabdle,
problems of continuity mey arise. Therefore, in the event of very important
projects, there is generally a good case for securing the techmical partici-
pation of an organisation (domestic, if there is any, or foreign) which is
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experienced in the same field rather than engeeine & nirber of individuals.
Such an organization will put one of its own staff into the technical manage-
ment position and orovide hiw with suprorting key personnel, will out its
experience and research and desizn fuciliti=s at the disposul of guch per-
sonnel and provide continuity by replacing them in case of absence. Moreover,
such an organization cw.n also provide training for local personnel who will

eventually teke over.

43. Technical :elp provided in tiis wuy usually comes from an orgzanization

which falla into one of tne following thrze cutegories:

(a) Technicul collaborators:s Ihis msans un organizution which has no
financial stake in tae project, but countracis to give tecihinical
assistance for an agreed fee ovir a period of jears for a specified
renge of proaucts. 1'nis usuully includes che feusibilivy studies,
plant desims, obtuining guotations. advisiag on the status and
efficiency or suppliers, truiniay of s+aff, supervising erect.on
and assistins i1 oringing the plant into operation. ‘[hey may
second techn.cal stafi to the oroject for a perind, additional tech-
nical nelp being provided on an annual fee basis or a royalty bpased
on the sale of the product or on a proportion of the profits, or
.erhaps a co .bination of these two.

(b) Technical purtnerst (his term means an orgzanization that puta its own
money into the project, has directors on the board and derives hene-
fite directly from the efficiency of implementition of the project
and its finul s.uccess. in independent fec is normally charged for
the services it provides in brinzing the project to fruition, as
outlined above for a technical collaporator. The technical
purtner will usually provide the project manzger and key stafi to
taka cnaree o! the installation of the project. Vaen the plant
cones 1nto operation, it norually suppliss the technical mana-er
und key stafty, and in soma cases the gen:razl munager as well, for an
initial period of several years, gradually reducine their numnber as
the local nersonnal achieve the necessary coumpetence to revlace th:
expatrintes.

(e¢) Technical consultuntss This tern applies to an organization with no
tinaneial stake in the projeci, and waiecii should have no connexion
with any munuiacturers or coatractors eventually concerned with it.
Such an organization carrise out limited technical tasks for agreed
fers. wuring the implementztion of the projeect, the same consultant
may undertake sevaral consecutive indejendent contructs as each
phise is completed and decisions are made to proceed further. iypical
of the individual tasks which may be carried ou: by consultsnts are
feasibility studi\u or their upgrading, advieing on site selectiou,
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preparing plant epecificatione and obtaining tenders, advising
on the award of contracts, advising on staff recruitment,
inspection of equipment prior to dispatch to site, providing
supervision of erection and supervising t=sts of planta. The
truining of personnel and provision of project management from
their own staff are usually outeide their ecope of eerviee. Their
interest nornally ceases when the project implementation is
completed and is ready for production.
44. There may be coneiderable over-lapping between these categories of
teohnical help, especially between the first two. The choice of the right
tvpe of technical help depends on the level of development of the country
in yueetion and the availability of local organization or know=how in one
or more of the fields required for the implementetion of the project and

later for ite efficient operution.

45. The preceding paragraphs have dealt with technical management primerily
from the viewpoint of the part it will play in the project when produotion
starts, and thie, of course, is the major considerution to be kept in mind
when seleoting and negotiating with the intereets which i re to provide the
technioal expertiee. However, the technical management will also have an
important role to play in the implementation of the project - in the work
leading to the placing of contracts, in co-ordinating the plant design eto.

46. The suooees or failure of the projeot in ite operational phese depends
to a great extent on th- quality of ite "general management", a term often
used to denote the general manager and middle or funstional managers (those
in charge of pereonnel, administration, purchasing, eales, &ccountancy etc. ).
Owing to the socarcity of qualified personnel in a great number of developing
oountries, such staff may have to be provided in a variety of ways. The
development agency may aek the technical partners to provide some of them,
as indicatsd earlier, or ask a locally established enterprise to provide
them (it would be an advantage if thie enterprise has experience in the type
of produots to be manufaotured in the country), or get a foreign firm to
provide them, or reoruit them from the open market.

47. A deocision should be taken on whether it would oe advantageous for the
firm whioh agrees to provide part of the management to have a finanoial stake
in the project. This should be oonsidered in aocordance with the specifio
conditions of the oountry. If this were to be recommended, the size of the
investmett to be made by the organization(e) which would partioipate in the

projsct (as teohnical and perhaps management partners) oalls for oareful
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negotiation. On the one hand, it may be important to make the financial
participation in the project large enoigh to carry a sufricient degree

of involvement ir. the efficient operation of the project, and on the other
the development agency must conside- the juestion of voting control, as
well as the right to nominate or appoint members of the board. In
addition, further finance may be required from sources which would have no
part in the management. [his muy be obtained oy issuinz shares to the
public, but this kind of fund-raising is often not likely to :3 succeesful
in developinz countriee; more likely, it would be necessary to approach
financial institutions such as development banks, commercial banks and
international financial institutions. Tnese institutions may also require
the right to appoint directors to the board as ons of the terms on which
their finance is provided,

48. After negotiating their respective roles, rights, responsibilities

and financial contributions, the promoters of the project (the development
agency, technical partners/collaborators and other purticipating bodies)
should decide on & project management to proceed with implementation.

The technical partners may beet fill the role of project management at

the outset, during the design and progremming stare, but it may be preferable
to form the board of directors at the beginning anmd ensure its functioning.
Th2 board, in consultation with the promotere, may then appoint the staff
for implemention of the projsot (the project manager and nis staff). The
project manager, under the genecral directives and financial control of the
board should be personally responsible for all aspects of implementation.
Adequate funds shtould be at the disposal of project management to carry out
the project implementation with minimum delay. It should be noted that some-
times the project manager may become ths general msanager when the project
goee into production. However, the queetion of the differing abilities and
experience required for the two poste needs to be considered.

49. The basis of the work of the project management should be the feasibility
study, although, becauss of the tiwe which may have elapsed between the
completion of that study and the commencement of the work on the projeot, many
relevant oircumetances are likely to have changed. Hence, it will often
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be necessary for the study to be reconsidered and revised in order to
tring it up to date and into line with current conditions, prices etc.

As the feasibility study will be an important part of the stated objectives
of the enterprise, il is essential that all the promoters should be in
full agreement on its final forw.

50. The project management must work to an implementation plan which will
ensure that each of the numerous elements and tasks or activities involved
in the creation of the project takes its rightful place, chronologiocally
and financially, in the complex of events which will ultimately result in
the factory starting operation. The feasibility etudy will have particular-
ised most of these eleents and activities to a certain exteat, but the
projeot management will need to survey all of them, down to the last detail.
The project management should then develcp a project implementation plan
which will ensure that every activity in a large sequence of activities
will tako place and that they will start and end in the right sequential
relationship. The elements and component activities necessary for the
implementation of a project may include some or all of the followings

() %n; for the glcgo%a investigating the title of land, moquiring
and, clearing and levelling landj

(2 %g_.w designing plant and equipment, preparing
8, obtaining quotations, finding out status and efficiency

of suppliers, placing orders, inspecting, eracting, and testing)

(g) tory build (and perhaps Lousing for management and/or labour
construction of acceas roads)s designing the buildings and
roads, prepsring tenders, obtaining quotations, finding out status
and efficiency of contractors, selecting contractor and type of
oontract, placing or supervising and inspecting comstruction;

(vaw materials, components, semi-manufactures, ancillary
items, eto.)! designing specifications, preparing tenders,
obtaining quotations, finding out status and efficisncy of supplisrs,
placing orders, inspecting;

%mm (including eleciric power, water, gas, means of disposing
of serap or wsts, means of disposing of effluents, telecommunica-

tions, rail and road services etc.)s dstermining requirements,
negotiating vith suthorities, final sgreement, providing eservioces)

s Finanoe may already have bLeen arranged, but sometimes the
8¢ amount will not be known until the final project designs
and plans have been drewn up and prices obtained from contrectors
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and suppliers. Moreover, some of it may be required in the form
of foreign exchange, whioh may require government approvals

(g) Manpower (managerial, skilled and unskilled labour necessary for the
operation of the project)s recruiting, briefing, training, trans-
porting to the site etc.

This 1ist is by no means exhaustive. Project management must ensure that all
these different elements and compon2nt activities are secursd or created and

that each of them is ready at the right time.

51. For this reason, and because resources are frequently in short supply,
the task of programming and control of project implementation is difrieult.
For illustration:
- Funds to finance the undertaking are frequently limited.
~ Delays in implementation waste scarce resources, increuse
maintenance and repair work cr spoilage and, hence, increase costs.
~ Necessary manpower skills and experience in the type of work or at
the level of masnitude involved are freiuently socarce and hence,
dependable estimates of productivity and resulting time, resource

ard oost requirements arec not simple to develop.

For the same re:sons, actual execution freiuently deviates from forecasted
execution which mcins that if &n imglementetion plan is to continue to guide
the execut.on of & project, it must be upduted fre uently. On the other hand,
early completion with a minimum of delays allows the new facilities to
cormence production and furnish output that is usually badly needed, especially
if a country is slort of foreign exchange and the oro_ect is to supnly 2

commodity for export, or if a project is &an import-substitute,

52. For sll of these reuasons, successful implementetion requires efficient

progreuming of implementetioi. and effective control of implementstion, as
discuesed below,

%3¢ Effjcient pro ing of implementution of the projects The term
"implementation progremring” is used here :in its broad sense to indiocate
not only the prucess of subdividine the project into ite component aoctivi-
ties and developing their sequential relationships, but aleo, to include
for euch of these ac-ivities the selection of methods, the assisnment of
resources, the estimating of time requirements, and the establishment of
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time scheduling data. T[he most effective tecunicues avuilable for imple-
mentation programminrg should therefore be upplied.

$4. REfficient techniques for the programming of implementition must be
capable of identifying those component activities which, by virtue of thair
work content and sequential relationships, control the tims tkhe project will
take. In other words, if the performance of one or more of these activities
is delayed, the project completion date will be delayed by a corresponding
amount. The attention of the project management ehould be drawn to these
activities so that it may know where to concentrate its effort when needed
as, for exsmple, when the project duration is to be shortened. These
techniques must be able to provide adequate solutione for the problems of
time-cost trade-off of projeot activities and allocation of scarce reeources
(such as materiasls, cement, structural iron and steel, and squipmsent,
especially imported equipment, certain oatsgories of skille, foreign
exchange etc.).

55. The time-cost trade-off problem arises from the fact that moet of the
activiti-s into which the over—all projeot is subdivided can be performed

by alternative methods requiring different amounts of time, resources and
money. Generzlly, it is true that thowse methods of performunce which decrease
the time reguiremente tend to increase direct or variaole coste. The

direct costs will rise more rupidly in some cases than in others as work is
expedited. If the projeot completion time ic arbitrarily specified or is set
by external controle, these progremming procedures will attempt to develop

a combination of activity scheduling which meets the completion deadline with
she lowest total direot cost. A more general croblem would result if the
procedures were applied to determine also the moet favourable oompletion date.
Here the additional fact sust be recognited that reductione in projeot
duration result in lower indirect, or fized costs. Then the time-cost trede-
off would be made with the objeotive of finding the schedule which givee

the lowest combination of direct and indireoct costs snd, henoe, the loweet
total oostas.

56. The probles of allocation of resourcss involves the determimation of
scheduling so as 0 satisly resouroce reetreints in as favouyable & manner
as pcasible. Most activities im a project require the use of one or more

[ XN




R |

ID/CONF.1/3
English
Pege 26

resources. If these requirements are stated and an initial schedule is §
developed, the numb:-r of units of sach separate resource needsd during

each time period can be determined. If the resourcs demands at any time
exceed the avuilability of any resource, potential bottlenecks can be
identified in advance and some activities reacheduled to reducs the con-
current requirements for that resource. Sometimes this rescheduling necesei-
tates extending the duration of the project. In such cases, a principal
objective is to minimize the extension. Freguently, a time-cost trade-

off approach can also be useful in these cases. Excessive resource require~
ments can usuzlly be satisfied by means other than mere rescheduling, but
wnich involve repianning of some project activities and higher costa. A
secondury problem of resource allocation is that resource requirements

should be as constant as possible. reaks and valleys in resource schedules
invariuoly indicate uneconomic perforwmance. Improvements can be accieved
to some degree by reschedulinc. The utilization of idle resources can

also offer important opportun.ties for favourable time-cost trade-offs.

57. A mo'e complex resource allocation problem is created by the necessity
to schedule roncurrently several projects which draw resources from the same
resource pools. This multi-project probler presents an added difficulty
because it involves a sinultaneous consideration of a larger amount of data
than demanded by individual anzlysis of the projects separately. It also
requires proper consideration of the respective priorities of the var.ous

projects and of the wobility of resources from project to project.

58, Effective control of implementation of the project: Once an implemen—
tation plan has been adopted, it must be cummunic:tted to those responsible

for its exscution. Then it must be carried out. kffective control pro-
cedures are therefore of eesential importance in orde: to translate the

project implementaticn plan from a paper concept into reality.

59. Even an implementation plan that is initially sound and well conceived
may csase to be so durins the progrese of its execution. The faults may

be attributed to present problems and to unforeseen conditions that may

be encountered. For ex-mple, the actusl durations required for individual
tasks will frequently vary from those forecast even by the most competent
estimators. Suppliers of services and materials may fail to perform on
time or in the way promised. There may be inadequate inspection by the
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techniczl partners or inadeguary of the project managemsnt; or exiernal
factors over which there is lititle or no control, such as unusual weataer,
labour stirikes or chunges in government policy (e.g. import dutiesj may
prevent the undertaking of the project in cccordence wi.h or.gincl idess.
Therefore, procedures for prorramming and control of implem:ntation should

be flexible enoush to permit modifications wnen they becowe necessary or
advantageous. If an implementation pleén is not altered to reflect changes,
it ceases to be valid. ~1This ie the fzte of many plans wbich have resulted
from competent, and often expensive, efforts and which orginzlly of.ered an
excellent solution to the problem involved. Yet, soon &fter the undertuking
has commenced, changes have occurred and the implementation plun has not been
updated. ©uoseyuent work, then, is performed in the saeme mann<r as if it had
not teen programmed or, and this may be still more hazardous, in eccordance
with a plan th:t hes ceased to be valid.

60. It should also be emphasized that, for truly effective implement:tion,
there stould be continued programming in greater detail as the job progresses.
No matter how excellent the original program-ini, the. e are practical limits
on the amount of detail that should be developed at this early stage. It

must be recognized that changes are inevitable as the Jroject proceeds aacd
that extremely detailed over-all implementation programming is not justified.
However, work in the immediate future can grofitaoly be srocrammed in great
detail. Therefore, this level of implementation programming for a limited
period ahead s.ould be carried on as the work progresses and srould supplement
the original, or updated, muster i1mplementation programaming. There should
also be a constant effort to improve joo performance through replanning.

It was bointod out in the preceding parazgraph that uaforeseen conditions

may often be encountered. It is also likely that these untoreseen conditions

mey offer opportunities for improvements. Sometimes, also, a better knowledge
of job conditions and of actual productivity levels may make it pos idble to
make advantageous changes. While it is commendzble to follow a well conceived
plan of 1nploicntation faithfully in order to reap the benefits of the skill
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and thougnt that huve gone into its development, it is even better to
continue to seek bet.er solutions and, when they are found, to be willing to
change the plan accordingly. It is, of co.ree, important thit the change
receive very careful unulysis in order to ernsure .nut it is, in fact, an
improvement. lhen it is imuortant that the existins plun be upduiei, not

abandoned.

61l. It nas also becn m ntioned vefor- tnat for an impiementution plan to be
executed successfully, those w.o minage tne work s-.ould know the relative
importance of the el-=ments of the plan. This will allow them to concentrate
efforts wnere they are most needed. For example, the effects of deviations

in the timing or the seguencing of activities cwun range from neeslirible to
extreriely serious. Tihe information developed by the implementation programming
procedures suould indicate the nature or these affects to project manasement.
Lffective control also requires appropriate corrective action after chances

occur in order to re~estubli:h & realistic pro ect implementutiun plan.

62. Therefore, greazt stress must be laid throushout the implementation

of the project on continued programming, and on checking that actual progress
is on schedule. This covers both physical and financial targets, and the
main check on progress is through reporting, as discussed bvelow. Unfortu=
natelv, the task of reporting is ususlly unpogular and is given minor atten-
tion. Those engaged in it often teel tneir efforts could be better employed
on move productive work. also, naturslly, none like 10 place it on record

if they are falling beihind with their work. Also, experience indicates .hat
progress evaluation frequently takes place long after the end of the period
to which the reports refer.l2/ Therefore, good reyorting needs the co-
operation of all concerned.

-~

63. Bvalustion of progresss In many developing countries; owing to & lack

of effective communication between the line organisations, there is no
efficient basis for making periodic evaluation of progrese nor for necessary
adjustments in strategy when conditione change. 6 Each element in the

15/ See Economic Tives, Bombay, 8 November 1963.

16/ National Board of Zconomic Planning and Co-ordination of Ecuador, Chapter
IV, "The Organisation for the Plan for Sconomic Development and the
Administraiive Reform", included in: General Plan for sconomic and
Social Development, p. 7, Quito (1963).
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hierarcaical organization for industrial develo.ment s.iould keep in touch
with the performance of the elements below it in order to ensure that those
elements are punctually achieving tueir stauted objectives. [Lis ie true at
all levels: planning cormittees should keep in touci: with their development
agencies, development asencies with project manugements, project managements
with project staff ete. In adoition, it is necessary to apoly time and
energy to developing good liaison between different elements in tne hierarchy.
For example, the development agency should ouild up pereonsl links with the
project managezent with a view to creating more than one level of contact
with the project so that more favoursble rel. tionships can be established

and more undserstaifing of the shortoomin-s encountered.

64. The life~-blood of thie kind of contact is informution. A flow of
&courate, up to date, relevunt informsztion reaching the right point at the
right time is an essential for control, correct decisions, co—-operative action,
correct mutual adjustment and understanding. The informution will nearly

@ ways be in writing when it is sent from the project to the development
agency, or from the development avency to the nlanning committee. Wwithin

#n organization, :owever, it will sometim-s be communicated orally, for
instance, on the fuctory floor or at staff medtings, and at times it will

be impurted at meetings betwxecen sevarats organizations.

65. It may be useful to list the principal considerations of tne relatione
82ip between the development agency and i1ts projectss

(8) The development agency will wish to ensure thut the implementation
plane it has agreed with the manigement are in fact carried outj
that resources are devoted to the purpose for which they were
iniended; that costs are kept witnin estimuies; that the projeot
takes no more than its appropriate share of scarce resources and
materials; and that the time achedule is adhered tog

(b) Because the project may from time to time require help from the
development agency, in the form of ext.a money, allooation of scarce
resourcee, influence with the Government to secure tariff changes
etc., the development agency should ensure that it is kept fully
informed so that suoh requests ocan be foreseen well in advance and
be either assistsd or prevented from arisings

(¢) The development agency, being responsible for a broad sector of in-
dustry represented by all the projects sponsored by it, will wish
to have early warning of developments in a project which nay neces~
sitate the consideration of consequential adaptatione in other
projects. o




ID/CONF.1/3
English
Page 30

66. Reporting progress: However, it is important to note that the follow-

up procedure should not derogate frum the manazement's independant con:rol
of the undertaking or worsen the relationship between the management and the
developm=nt agency. Thus, what is needed is a procedure which will give

the development agency the information and s:atus to enable it to exercise
the functions described in the previous paragrsph, but will avoid the
advcree effects. Thie can be aohieved oy the development agwncy, if it
receives continuous, up to date, relevant information on the progreses of the
project, in a summarized report containing little detail. The report
should be confined to information needed by the reocipient, in order to
impose the least extra work on the management and to avoid distracting it
unnecessarily from its main task.

67. 1In addition, there may be other uwuthorities whic: should receive

reports from the project. Certain departments or agencies of Government,
outside the hierarchy responeible for industrial development but concerned with
some aspects of the projeot, may need to be kept informed of its prorress,
e.8. the agencies concerned with transport, power, public health, lebour,
housing. The financial sources of capital will also reguire follow-up reports
from the project. It would be putting an intolerable burden on the manage-
ment if it were compelled to produce separate in“ormetion for all these
agencies, It is therefore most desiruble to evolve a type of report that

can for the most part be put together as a matter of routine at the junior
management level, in a form suitable for all recipients and permitting parts
to be eliminated as the report moves up the hierarchy or outside it. 4
possible method would oe to have a series of columns or sections, all of

which have to be completed, submitted to and collated by the management
dccountant, and some of whioh are required by sll who are to receive infore
mation. Since each element in the hierarchy of industrial development cas

a broader responsibility than the one below it, those in the higher echelon
will require less detail than those with more detailed responsibility in the
lower echelons and the form of the reports should reflect this. As the reports
@ove upwards in the hierarch,, certain sections or columns can be ignored

or elininated from the copies as they are passed on.

68+ Thus, tne projeot manager will need to create a system of reporting
not only between his staff and himself out also linking tae work of the
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civil contractors, the machinery supplisrs and the erection contractors with
his office. The system will be designed pPrincipally to enable the manager

to compare the progress of each item in the preparatory and construction
schedule with the actual programme, «~nd to compare ite cost with the estimutes,
The form of the report will depend on tie size of the project staff, and the
degree to which control of the contractors and machinery suppliers is
exercised directly or through consulting engineers, architeots, technical
partners etc. Whutever the methods adopted, it is essential to ensure that
reports on the progress of all parts of the work are brought together rapidly at
one point, i.e, the Project manager's office, which should be the nerve-centre
of the project. There, progress and cost can be watched and compared with

the programme, the consequences of any variation from schedule assessed,

and decisions taxen, whethsr as to the need for action or adaptation of the
implementation plans.

69. The development arency should receive frequent reports during the
implementation of the project. If the implementation period is reasonably
short, say, up to 18 months, it would be «ppropriats for these reports to
be provided once a monthj othsrwise, oncs in three months, w.ich has
generally been found satisfactory for most industriul projects in most
countries. The reports will usually consist of statements of the amounts
expended on various items of capital,ll/ together with a physical descrip-
tion of the progress achieved. They should ve accompanied by information
about mujor contracts placed by the management since the date of the lust
report. An official of the development agency would visit the site from
time to time to obtain visual verification of the reporte and to keep in
touch with the project management.,

70+ Receipt of regular progress reports and supportins data will enable
the development agency to ascertain whethers

(a) The money is being epent at the rate that was forecaat;

(b) It is beiny spent in the way that was agreeds

11/ The capital expenditure should be broken down in the report into a number
of headings, which can be compared with the corresponding breakdown prepared
by the technical partners and project wanagement whsn making the original
estimates. Tne breakdown should be sufficiently detailed to make plain
whether any part of the projsct implementation is out of phase,
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(¢) The progress of each different elewent of the plant is correctly
phased in relation to the othersj

(d) Estimaies of expenditure are likely to be exceeded.

T7l. 'he development uagency should have a systematic method of processing
the reports. Progress reports should nornally be studied first by the
technical staff, who are best able to interpret the technical and practiocal
imolications, check performance and cost with the forecasts and with the
terms of the major contracts placed for the project, perceive the reasons
for variations from estimites and draw the appropriate conclusions. The
technical staff then pass the reports and their comments to an accounting
section which checks the figurcs, takes note of the state of capital
expenditure and makes any corresponding ad justments they think necessary

in their omn disbursement forecasts. If their study of the reports sug/ests
thit any change should be made in the capital estimates, they advise their

own management and the guestion is raised with the project management.

72. If delays in implementation appear likely, the agency will consider
whether and how the delays will aifect the completion of the whole

project and whether they will affect the different parts of the

plant. Delays in starting up the plant will generally result in a

need for further caoital, because pre-production ex,.enses such as staff
salaries and wages, rent and interest on borrowed funds, will be incurred
over a lon:er period than was previously envisaged. If a delay is expected
in one section of the olant only, the conseguences of tais will have to be
assessed. In a fully integrated operstion (e.g. a chemical works) a delay
maey well delay the s.art of production as a whole, but this will not be so
in other cases. Ior instance, in a spinnin~, weaving and finishing plant,
delays in completing the spinning mill need not hold up the weaving section
if arrangements are made in time to buy in -ern of the ripght specificztion.
Similarly, if the finishing section is completed first, it can 2o into
production sn Lourht-in grey cloth, thus minimizine the loss resu..ing from
the delay.

73. It should be noted that, while changes in method and smalil changes in

objectives may be “eft to the discretion of the project managcment, the

/e
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management must still adhere to the gensral lines of the scheme and its
stated objectives. any proposed changes likely to cause sioniricant
differences in timing, performance and cost, shoulr be recarded as a
departure from the stated objectives, requiring the consent of the promoters
and the financial sources. In their turn, the promoters and the financial
sources must maintain a flexible attitude. Subject to receiving timely
notice, they should be ready to give careful consider:tion t0 any suggested
changes. It is of the essence of successful industry thet it should be
eble to adapt itselfl rapidly to chenves in the environment, and ihLe scheme
as described in tkLe implementetion plan wust never be regurded as imwutzble.
The development agency, in its turn, muy have to present the proposed
changee to Government and fight for them to be sllowed. Whether tlie ie
necess:ry will depend on the degree of flexibility in tre azency's own

terme of reference, as discussed above.

74 '“hen the implementztion of the project is completed, the project mana-
gement should prepare a final cost enalysis, Ziving & breakdown of the
capiteal cost into the constituent elements of ezch section. Suck an

analysis will give a clear picture of the wey estimates are being fulfilled,
and will provide a useful check on the estimating practices used in preparing
the project.

750 Thie systematic and effective conirol of project implement:tion will
enable the development agency to accumulate an inventory of valuable informa-
tion about typical project activities, their actusal costs, unit costs and
realistic time duration, and the productivity levels of the various categories
of manpower engamed in implementstion. Such informetion ie of paramount
importance for compuring the execution of different projects, with a view to
ensuring more effi~ient implementation, as well as more realistic and effeo=
tive future planning and programming.

III. SUMMARY AND CONCLUSION

76+ Since the last decade, a great number of developing countries have
emberked on planning for economic and industrial development, and have
devoted a vast amount of effort and expertise to the formulation of develop=
ment plans and programmes, without, however, giving similar attention to
their implementation. In mont developing countries, the shortfall in

[oos




ID/CONF.1/3
English
Page 34

attainment of development targets has frequsntly been the fzilure to
&chieve successf.l or even setisfactory inplementation. Experience has
shown thet deficiencies of successful implem2ntation are many, and their

casual factors vary. Some of them are beyond the control of the country.

T7¢ It should be notec that this paper desls primarily with mized econo-
mies and assumes &an economic system whickh permits some industries to be
created and conducted by the public sector. Being primarily concerned with
public sector activity, l.owever, purt of the paper is equally spplicable

to countries with centrally planned economies.

78. Wnile this paper is concerned with the implementztion of incfustrial
projects, and the problems of planning are formally outside its scope, it
must be recogniged thet in order to acrieve more effective project implemen~
tation, many shortcomings in the planning process stould be overcome.

The planning of industrial development programmes should thercfore tuake

into consideration: the inherent administrative, munagerisl, institutional,
financial, political and social limitations on a country's growth potentialj
the aggregates based on broad generalizations, as well as the inves:meat
projects which, in the last analysis, must 80 to muke up these aggregutesj
consistency of progrummes etc. Proper project formulation and evaluation

should also be provided.

79 In addition to realistic preparation of industrial development prog-
ramres, the Government must also try to secure effective project implemen-
tation by a combinz.tion of: csrefully devised policy mezsuresy the creation
of an effective institutional framework, with adequate powers and resources
for each operutive element; and organized implementation and control
methods. Policy measures such as monetary policy, fiscal measures, employ-
ment and wage policy and administrative policy should have been thoroughly
expressed in the development programme, and it is beyond the scope of this
paper to deal with them at any length.

80, As regards industries to be established by the public sector, it is
essential that their implementation and control be effectively decentralised.

[eos
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It is therefore recommended that the promotion and control of their
imolementation be entrusted to un institution, "a development a~ency",
which may not be part of a government department. 7The developuent arency,
while preservings the Covernment's interests in matters affectine the
direction, durztion, cost and other broad policy aspects of the project,
would prot.ct the project irom government involvement in the control and

management and preserve the mansgement's eutomony within its own gphere.

81. Thus, a hierarchy is established with the Sovernment planning or.ans

at the head, the projects at the bottom, and one or more development agencies
in between. For Buccess, each element of the system requires: a clear
definition of its goals, responsibilities and authority and provision of nece~
ssary powers (financial etc.)j staffing with qualified personnel; develop-
ment of an implementation plan for that part of the industrialization
programme for which it is responsible, taiing available resources into consi-
der:tiony the collection and processing of information about the performance
of ezch part of the system below ity and flexibility in relstion to objectives,

82. The Ligher an institution stands in the hierarchy, the broader in scope
and the longer in time-spun will be the objectives 1lsid down for it. Each
element should normelly lsy down the objectives for the element next below
it, after full discussion with it. It 18 most desirable that objectives be
quantified &as definitely as possible, and that the objectives for individual
Projects be based on the relevant feasibility study.

83. Becauee the type of industry may be entirely new to the country and
therefore give rise to various problems, especially in the operation ?huso
of the project, it is generally much to be preferred, in the event of very
important projects, that the management be the responeibility of one or
wore existing fires for a number of years, during wiich they can also
provide treining for locsl ocounterparts. "Technical collaborators” or
"technical partners”, and infreguently "technical consultants" may provide
the technical and perhaps the general management in the early years. A
decieion should be taken as to whether a firm which agrees to provide part

of the management may have a finsncial stake in the project. This should be
considered in sccordance with the epecific conditions of the country. If
this were to be recommended, the sise of the financial participation of euch

/ees
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a8 firm would require careful consideration. It may be recommended thet
it be mede larze enough to guaruntee an adequzte degree of involvement
of the firm in the efficient operation of the project, and tris virtually

requires the right to appoint members of the board.

84. Once the promoters (the development agency and any other organizstion
participating in the project) have agreed on their representution on the
board, the responsibilities and the limitations w'.ich the develoocment
agency places on the board's freedom of action, the project mancgement

of the project should be selected. :'he board, project manager and his
staff hive the responsivility of implementing the project and making it
ready for production. They should take over responsibility from the
development agency, usually in & gradual manner, but the latter will still
be intimately concerned with the working out of the basic lines of the
project until the project manarement takes full control. It is advisable
that the team responsible for creation of the pro,ect remain continuously
in charre of it from the outset until the project goes into production

in order to .reserve the understancing and insignt w.ich sccumulat- as the

w_.rk proceeds.

85 The feasibility study may need to be brought up to date. ifter this,
project manas~ement should analyse in detail all elements o the project

(sucn as site of fuctory, buiidings and access roade, plant and ecuipment)
and its component activities (the activities to be carried out in order to
brins the project into existence, such us designin~ of v.ildings, preparing
tenders for plant ond eguipment, erecting plant and eqguipment and testing).
Project management should then lay great stress on progrsmming and conirol
of the implementation of the project. T.is includes not only the process of
identifying project activities and determining their interrelationships
chronologically and financially, but also for each activity, the selection
of methods, the allocation of resources, the estimation of time requirements
and the establishment of the most econumic implementation schedule for the
project, taking into consideration the scarcity of resources und the reyuired
project completion date. In addition, constart checking shoul? be carried
out to ensure thut actuul prozress (both physical und financial) is on schedule.

The most effective technijues for pro-ramming and control of impl:mentition

/...
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(network technijues adapted to conditions prevaiiing in developing
countries) should be used.

86. After preparation of the projeot implementation plan, an efficient
control procedure should be employed to transfer it from a paper concept
into reality. It should be noted that in the course of implement-tion,
conditions change and frequently render obsolete the estimates previously
made during the preparation of the implementation plan. It is theresfore
necessary to deterwine any deviation from pre-stated objectives, to study
oasual factors, take corrective measurzs and update the implementution
plan to keep it realistic. Tlis neoessitates continued programming in
more detail, as the projeot implementation prooeeds, and continual re-

planning of the existing sirutegy based on effective evaluation of progress.

87. Ase regards effective progress evaluation, each el=ment in the hierarchy
®:.0ould keep watch on the performance of the elements below it, The
requisites for suooess in this effort are information and liaisons a

system of reports containing dccurute, up to date and relevant information
about financial as well as physical progress of the project, reaching the
right point at the right timey and tne building up of good personal relations
for a better understanding based on mutual respect, &t various levels,
between all elements which have to communicate or keep conizct with each
other (for example, betwe:n the planning acency and the development agency,
and between the development agency and the project manacement).

88. 1In addition to the development agency, there may be other authorities
which are to receive reports from the project. To avoid putting an
intolerable burden on the management, it is desirable to evolve a form of
report, the bulk of whioh can be put together as a matter of routine at the
Junior menagement level, in a form which will contain the inforwation truly
needed by uall recipien:zs of the returns, although portions may be eliminated
for the various recipients.

89. Lessouns for the de t $ In addition to following the progress

of the project, the development agenoy vill also need to bear in mind its

responsibility for cerrying forward a section of the country's develo ment
/. e
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plan, and its staff siiould follow & procedure designed to ensure that

this aspect is kept in mind whenever reports from a project are under

study. Implications for other projects or for the programme as a whole
should be ilentified and acted on, snd l2ssons for the future or for use in
connexion with other projects suould be noted and fed oacs into the planning
and implementation machinery. wuch development agency will have to establish
its own check list, dependin: on the scope of its responsiovilities and the
priorities which have been laid down for it by the programme or by the
plannin~> authority. Wwiile it would be impossible here to put forward a
definitive 1int, the following are some items for suca a check lists

(a) TIne develojment agency can heip:

(1) In connexion with trunsport delays, customs delays, delays
ir obdtaining government licences, work permits etc.

(11) in finding remunerative short-term employment of funds if
capital expenditure is taking place more slowly than
expecteds

(441) By making early preparations for the raising of further
funds if it appears that there will be a d=2ficiency of
fundsj

(b) If progress is slower than expected, these questions should be askeds

(1) W¥hat implications has this for other projects for which the
development agency is responsible and which may depend on
this project, for instunce, for supplies of materials etec.?

(44) Is the output or the early completion of this project
sufficiently inportant to warrant amergency action to get
the programme back to normal?

(1414) What implications has this development for the fulfilment
of the whole progrumme, and might change in programme
targets be called for?

(iv) what implications hus this development for the Government's
import policy (e.g. allowing the import of competing goods
to continue longer than previously planned), or for its
industrial licensing policy?

(v) What light does the slow progress throw on planning procedures,
the efficiency of the planners or their advisers, the eva-
luation methods used ty them etc.?
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