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1.0 INTRO  CTION

The trachitional claasification of the world uniter two heads -
Developed and Developing Countyiesa « has lost its o ginal connatation
in view of the dramatic changrs that have taken place in the tast decade
in the polilical, economic, and technieal fields. Thia is particularly =0
in view of the smiergence of the dominating influence of the oil rich
countrics and the explicit desire of these countries for ueing this for
obtaining political and economie leverage, However, accepting the
gencral concept of devatoping countries, thrs section of the world
represents a4 set of diametrically opposite featires, On one side, the
countries are hedevdbd by extremne poverty, mounting unemployment
and underemployment with Littde hope for teeming mitlions to improve
their living standards while, un the other hand, there are enormously
rich oii prodicing countries with unlimited amount of finance. Onone
side, thrre are countrics rich in agriculture and other naturai vesources
while, on the other side, there are countrics which are land-locked,
full of desert, and extremely poor. In the field of status for techaological
and industrial development, the divergence i s still more marked. While
somec of them are still groping in primitive technologies, others have
advanced tremendously. However, with all these features of diversities,
there is onc very important common feature, and that is their desire {for
rapid industrialization and thus opcning up multiple channels of
investment. Besides, there are other very important common features,

like the after effects of post-colonial era, illitracy of the masses,
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scarcity of financial resources, and unproportionate growth of population,

etc. This was led to emerprnce of - Penerally corunon type of approach

towards inve stiment pPlanning. Because of scarcity of funds, and competing

demands in various sectors ol the econotny, the eatire philosophy behing

fresh investments is generally based on'planned and controlled economy,

In majority of the developing countries, the post second world war era

8aw the initiation of two major changes affecting their development plany -

(@) marked acceleration of popilation growth and (k) an attempt to achieve
fapid growth of large rcale sector with a view to create an industrialised
base. In spite of these changes, even today most of the developing
countries have less to export and requirer. ‘e to import by way of
intermediates, finished goods , technologies, etc. Most of the countries
belonging to the group of developiog countries, excepting some oil rich
countries, are facing the scarcity of foreign exchange and, therefore,
installation of a projecct ina developing economy has to work under severe
limitations and any project plinning aust take into acco 1t policies and
regulations of Government, d: mand forecast, available ins.alled production
cap.lcity, and the gap thereol, etc. Government policy on foreign
Participation, repatriation of funds, import regulations a.2 ma jor factors
to be taken into account.

With the gradual rise of the living standards of the masses in
developing countries, the deinand of contumer goods, both in quality and
Quantity, is changing and sosner the options become available to consumer,
the demand forecast changes. icng range investmen! dlarning, therefore,
requires a carelul scrutiny of demand forecast tc arrive at 3 reziistic

asgsessmert.,




Droic ot piamine and implementation in India has it & own
charactetr stiec teuures. ndia has o Jarpe domcestic ma.ket, well
developed techmotagical and industrial infra-structure, and a hasic
philosaphy of <ol reffance, backed by fairly wel) developed scientific,
manag-orinl, technicet, and industrial culture. In thos paper it is
intendnd 1o ol aborate the basie soneept of project planiing and
iinplementation in vl with particular reference to the case of
getting up of a modinm scale chemical process plant inthe ficld of

pesticides. The company is in th~ pubiic sector.

2.0 FORMULATION OF PRELIMINARY PROJECT IDFA

The company wa: inthe field of operation for more than
ten years and leveloped sufficient evpertise in the f.'mld of management,
technology, and enginecring. With the generation of sufficient internal
resources, the company was on the look ont for opportunities for
investiment. The possibility of expansion in the field of conipany's
operaticr. was ~hn fivet ~ptin' consutered. An analysis of.deniand,
immediate and long term, wis made. This indicated that the quantity
produced was ahle to meet ¢ aly less than half of the Country's
requirement, ard that the gap between production and the requir=ment
was likely to increase furt! ar in the future. Therefore, a preliminary
project idea ot developed .n the minde of the management of the companv.
As the mainagcrial and tecl nical expertise was available internally, this

was accepied ae the imme diate choics and further work initiated to give

concrecte shape to chis idea.



3.0 PP/ NATION OF FEASIBLILIT® STUDY

In India, concept of pruject planning, particularly in the field of
non-consumer industries, 18 based on demand forecast via-a-vis instatled
production capacity and the gap thereof, and is subject to approval of
the Government in otder to have phanned growth of varicus sectot s
contributing to the cconnmy of the cnuntry in general, Concerned
anthorities have laid down certain guidelines for making a feasibility sty
on a proposcd project, which as a main feature inclvde thorough
investigation of the demand analysis, locational studices, technological
feasibility /choice of technology, avd econminie analysis. A social
cost-benefit analysis 18 the central theme for project selection and

approval.

3.1 Demand Analysis

The product under discussion has many uses in country's health
programme agriculture, etc. A lony range demand anal sis was made
keeping 1 n view the possibilitic s of obsolescence, threat from other
similar products, etc. The company under case study was the only
organization producing the produrt in the country and the future requirements,
as arrived at based on the analysis, clearly indicated a big gap existing
between requirement of the product and its wupply from the local market.

A huge quantity of the product was being imported. Therefore, the

expansion programme for th: cornpany was a {it case for demand analysie.



Since some of the raw materials required for the manufacture of
thia particular predocary cottemely hazardous and corrosive, availabitity
of these raw materials within very short distance was given the prir.ne
consideration for sclecting & proper location. Also, as the proposed
expansion was of medium acale nature, only existing premises of the
compnny wis considered with a view to reduce the overhead expenditure
and to obtain econoiny of scale. This was aleo necessary frorn the point
of view of quick iraplementation of the project as the hasic facilities were
already available inthe existine premises.

4.3 Technolagical Feasibility/
Choice of Tecinnlouy

At the time of preparation of feasibility report, two plants of the
company were already inoprration for aboul & decade, and the vat'.l ous
process pararmeters, Aesign ana other required engineering expertise
were available to the managemant and the same was inclurded in the

feasibility . eport. Some of the techi cal considerations which formed

part of the feas:hility report o nd inclnded in the proces: design consideration,

were the following:

i) Process apecificationn sheets for vessels, pumps, heat exchanges,
agitators, etc., based on which detaiied design can be done during
the detailed ergineering stage.

it) Proceas fow diagram.

1ii) Piping ard .astrumentation of diagram.

iv) Process cescript.on.

v) Operatioral instruciions
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vi) Conaumpiion of raw materialr and chemicals.

vil) Utility specilications.

With regard to the choice of techrology, all the latest imprnvements

in the process and equipment designs were considered. Al so the operational !

problems faced in the running plants were analysed and an optimum proce as

arrived at after rnakirg a cost hencfit analysis,

3.4 Economic Analysia

The running plauts of the company were working satisfactorily and

were giving reasonable profits to the company, and had also enabled the

company to develop enough resources to finance their expansion programme

using their own resources. Based on the requirement of various raw

materials and their existing price, transport facilities available, and other

considerations, it was observed that doubling the capacity of the existing
plant at one of the factories of the cornpany would be highly economical.
The econc mic considerations include ' the following item ":
i) Sales revenue
i1) Direct/indirect vxperses
iii) Depr:ciation
iv) Gross profits
v) Net profits before tixes
vi) Taxes
vii) Net profit after tayce
A cash flow analy: is was made and pay off peried for the

investment arrived at.
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The next step in project plannivg was o obtain clearance in
India from the varinus authorities on the basia of the feasibility report.
Thie iuclirles:

a) Clcarance from the Planning Commisaion and allacation
of fundn 1f the financing is tu be done from external resources.

b) Obtaining letter of intent and licence for manuficinre rnder
Industrial Development Regolation Act, if the industry comes

nnder its purview,

¢) Clearance {rom the Public Investment Board aud allocation
of foreign cxchange.

d) Clearance from envirommental pollution control angle.

¢) Administrative approval from the concerned Ministry for
a public sector enterprisc.

Since the finance for this expanrsion project was to be met from
internal resources, some of the above steps were not required. However,
the Industrial Developrnient Regulation licence, alloration of foreign exchauge,

and approval from the adiministrative Mintstry were obtaine«d,

4.0 PREPARATICON OF DETAILED PLANNING REQUIREMENT

Having got clearance from the Government, detailed project report
was made including setting up of a separate project division in the company
v ith adequate manpower for detailed designing and implementation of the
project. This was a cut-off point when the project was handed over to the

implementation division from the jlanning section.

4.1 Detailed desiyn and Engineering Report

'l"he first task of the project div.sion was to prepare 2 detailed design

e gineering report and this included the following items:
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1) Land/1and development, including internal roads, bonwdary wall
sanilary, lighting, etc. '

il) Factory layout and building drawings.

iil) Main plant and equipmen’ wit h identification of indiganons
and imported componentsa,

iv) Services, uff-site facilities and miacellancous rxpenses,

v) Working capital requirement,

4.2 Data sheet for all the major equipments were prepared hased nn
the experience of the running planta.

4.3 Unified and break up process flow diagranswere prepared for the
plant as a whole,and also sectionwine.

4.4 Detailed engineering desipn for all the process equipments

was made.

4.5 Equipment layout drawing were finalized.

4.6 Detailed piping 1ayout drawing wae prepared.

4.7 Complete bill of materials was prepared for vrdering purpnses.

5.0 PLANING AND IMPLEMENTATION OF THE PROJVCT

S.1 Preparation of detailed
implementation plan

To coordinate various activities involved in the project work, a
PERT chart and CPM were made with a time bound plan of action.

A master PERT chart was prepared for the completion of the
project as a whole. Sectional PERT charts were made for various
individual activities, like civil, electrical equipments ordering and procuring,
erection and conmissioning works, etc., and matched with the master chart.
m was instituted for monitoring the progress

A review and reporting syste

and instituting timely remedial measures for the short-fall .
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Besides the i nternal coordination uf various activitins, some
activities where external agencies were involved, did merit special
consideration and attention for timely comuvletion of the project. The
following paragraphs clicidde this point.

5.2 The layout plans and building drawing were required to be approved
by the local authorities. The local authurities considered the proposal
from the following points of view:

i) Pollution angle

1i) Master Plan for the city development

ill) Laws and by-laws with respact to construction, covered area, efc.

It took more than a year to get clearance from the local authorities
for the layout and buildi ng plans. This activity, therefore, assumed a
very significant dimension in the implementation of the project.

5.3 The next step was to obtain the approval of various regnlating
.bodies under the Government, like the Factories Act, Indian Boniler
Regulation Act, Explosives Act, etc. Alot of endeavour was essential
for spcedy approval within the scheduled time.

5.4 Availability of electricity is an essential criterion for selecting a
proper location, and this factor of necessity was considered and resolved
at the feasibility report making stage. But, getting the final sanction and
the electric connectionr were the activitics which required intensive
follow up. Although in the overall sense electricity was available, yet
becausre of rapidly increasing demand in the particular industrial area,
transmission and distribution systems were found to be already fully loaded.

It took considerable period to resolve this issue and obtain the final connections.
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5.5 One important activity was also to obtain the umport Heence for

a small amonet of importea o Gpnent,. Conaider dp toe defieult foreign
exchange resources position at the time of impl emenation of the project,
import was tied up wath credit facilities from three connteies only.
Although this was unaveidable, this restricted the finld of choice,

5.6 Planning for the procurcmemt of indige novs equipiment: was a
relatively casy tack. lHowever, price fluctuations, scarcily of soume
special materials ot limes were the factors to be kept in sharp foons in
putchase planning.

5.7 Even with utimost care in planning, follow np and cuntrol, sor ¢
unforencen factors are likely to cropup, and contingency plans have to
be available to smovothen out their offect on the time schedule. Some
imiportant factors in this regard are exchange rate fluctuations, changes
in international political nituation, efc. In the case under study, closure
of Swez Canal due to the Arab-lIsrael conflict posed a probler: with regard
to the receipt of imperted equipment. 11is was partly overc me by
rescheduling the activities and taking up the trials and commissioning of

the plant in parts.

6.0 COMMERCIAL PRODUCTICN

After the plant was commis sioned, the start up of the commercial
production required a continuous check on various aspects in order to
verify the design paratieters which were made at the beginning of the
pruject. At this point, the project division was reirforced by drawing

operational manpower suitably,
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7.0 CONCLUSION

In this paper attempt has been made 1o highlight the various
important and csacntial features of conception and implementation of
a praoject in India as a sort of case history of setting up a wedianm size
chemical process plant project.  While the problems and procedures
are commmon in many countrica, project planning in developiag countries
requires particular carc in many fields because of multiple facets

elaborated in the body of the paper.









