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PROJECT  Pl.ANNlNt; IN INDIA - A CAS!: HP'RillY 

1.0    INTRO      'CT JON 

The lrarhliofi.il classification ol the world under  two heids - 

Developednnd  Developing Contiti ica - haß lost it n original ionrnitatiun 

in view oí the dramatic chanten that have tnkrn place  in the Km! decide 

In the  political, pinrirxni': ,  andtchnic.il fields.    Thi.i  in  particularly  ?o 

in view of the emergence of the dominating  influence of the   oil rich 

countries) an<) the explicit 'lenirò of   these count rie s for using this for 

obtaining political  and economic  leverage.    However, accepting the 

general cciucpl i>f orv«!opinp countries, tins section  of  the world 

represents .1   set of díame! r ic.illy opposite fcatu re s .    On one side, the 

countries are bedeväkd by ex! vine poverty, mounting  unemployment 

and underemployment with little   hope for teeming   millions to improve 

their living   standards while,   no the other hand,  there   ire enormously 

rich oil pro.I icing countries with unlimited amount of finance.    On one 

uidc,   there are countries rich in agriculture and other  naturai cesources 

while, on the other  side, there are countries which are land-locked, 

full of desert, and extremely poor.    In the field of stati" for technological 

and industrial development, the divergence is still more marked.   While 

some  of them are still groping in primitive technologies, other « have 

advanced tremendously.    However, with all these features of diversities, 

there   is one very important common feature, and that is their desire for 

rapid  industrialization ami thus opening up multiple channels of 

investment.    Besides, there are other very important common features, 

like the after effect* of post-colonial era, ilUtracy of the masses, 
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scarcity of finance resources,   an, unproportional   Rrowth of population, 

etc   This ..,„ l.d ,o o^r,.„Pe  or  , ^n„r,„y cor,lm)n type of approach 

toward« investment planning.    Because of scarcity of funds, and competine 

demand, in  various sectors 0: the economy, the entire philosophy behind 

frc.h  investments  i. generally based onpUnncd and conlrollnd economy. 

I« majority of th, developw,, countries, the post r.e,ond world war era 

-aw the initiation of two major changes affeciny their development plans - 

(a) marked acceleration of population growth and (b) an attempt to achieve 

rapid growth of large „cal. sector with a view to create an industrialist 

ba.e.    In spite of  these changes , even today most of the developing 

countries have les« to export and require r.      e to import by way of 

Intermediates, finished good,, technologies, etc.    Most of the countries 

belonging to the group of developing countries, excepting some oil rich 

countries, are facing the scarcity of foreign exchange and, therefore, 

installai on of a project in a developing economy has  to work under severe 

limitations    and any project plinning   .iust take into acco    it policies and 

regulations  of Government, d..mand forecast, available   installed production 

capacity, and the   gap thereof etc.   Government policy on foreign 

participation, repatriation of funds, import regulations a.a major factors 

to be taken into account. 

With the gradual rise of the living standard» of the masses in 

developing countries, the demand of conrumer goods, both in quality and 

quantity, is changing and somer the options become available to consumer, 

the demand forecast changea.    .Long range investment planning, therefore, 

require« a care;*ul scrutiny of demand forecast to arrive at A   realistic 

assessment. 



Puní ( «   |»i i int i TUT mid impl'-mrntil if)H in   Lrnha  han its own 

clniAcli'i   sti'*   !i  uüicr».    India h.> 8      larpo »lotiH'Rlic ma i i;nt, well 

develop-d tec linil-n-iciil mid inductrial   infra- struc'uro , and a lia sic 

liliittiH-ipliy i.f «elf- rollan« e,t..i.:ki.d by fairly well d"vel..ped scientific, 

tnanaK -ri.il ,  t <c li-ic I ,  and  industrial   culture.    In tin * pipe'  it  iß 

int.•nd.-d t,, .1 iteriti; Ih.' Ivi- ir   -fHH-.pt of project planniiiq and 

implementation ii: Iivl>;» Willi particular  rrfcrenee to the   cane of 

öetting up of a nicflinni scalo chemicil procesa plant in «he field of 

pesticides.     The company is in ti"   public sector. 

2 • C   FORM ULAT »M^^J^KLIAI jNA II Y PROJECT I UFA. 

The company v.-a • i n the  field of operation fur more than 

ten years ami   leveloped sufficient expertise in the field of management, 

technology, and engineering.    With  the generation of efficient internal 

resources, the company was on the look out for opportunities for 

investment.    The  poFability of expansion in the field of company's 

operaticr.vas -+" 'ir«t npMev   con*Ltered.    An analyst* of.den.and, 

immediate and long term, *^s made.   This indicated that the quantity 

produced was able to meet , aly lees than half of the Country', 

requirement, *rd that the gap between production and the requirement 

was likely to increase furf. or in the future.   Therefore, a preliminary 

project idea ;ol developed   .n the mind, of the management of the companv. 

A. tîi. rrun.geri.1 and technical  expertise wa. available internally, thi. 

was acceded as the imnu diate choice and further work initiated to give 

concrete shape to chi. id« a. 
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3'° EiWHï IATWN OK PfrASinu.rr SI'UDY 

In India, concept  of  project planning, particularly in the field of 

non-coiisumnr   indont ries ,  is b.is.«d on demand forcea-t vla-a-vls installed 

production capar it y and the gap thereof, ?nd íB subject k) approval of 

Ihc iìovernincnt in order to have planned growth of various   sectors 

contributing to the economy of the country in penerai.    Concerned 

authorities have laid down  certain guideline.«! for making a feasibility st> dy 

on a proposed project, which  an a main feature include thorough 

Investigation of the demand anily.'iis, location*!  studies, technological 

feasibility/choice of  technology, ar.d economic  analysis,    A social 

cost-benefit analysis is the central   theme for project selection and 

approval. 

J. I    Demand Analyst s 

The product under discussion has many uses in country's health 

programme    agriculture, etc.    A Ioni, range demand anal, iis was made 

keeping in view the possibilité s of obsolescence,   threat from other 

similar products), etc.   The c<>mpa ny under case study was the only 

organization producing the prt'du-t 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 supply  from the local market. 

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

expansion programme for th» company was a fit case for demand analysis. 

t i 
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3 • 2    Lo cat io "aj _ i} I m i ¿r s_ 

Sim e some nf «he raw materiali! required for the manufacture of 

this particular [„'¡ri^.ii'i t, ..*. r ¡itirl >  h ¿¿ardono and tor rosive , availability 

of those raw mate-rials within very short distance was given the prime 

consideration for «uslectinn a propri   location.    A!ao,   as the proposed 

expansion w.«s of medium ic^lo nature, only existing   premises of the 

company «MI connidr-rcd with a view to reduce the overhead expenditure 

and to obtain economy of scale.    This was «lea necessary from the point 

of view of quick implementation of the project an the  basic facilities were 

already available in the existing   premise». 

3.3   Technological Feasibility/ 
Choice ni Technnku'.y  

At the time of preparation of feasibility report, two plants of the 

company wer. already i n operation fur about * decade , and the various 

proceas parameters. design ana other required engineering expertise 

were available to the management and the same was included it. the 

feasibility -ep-.rt.   Some of th, tech,   cal considerations    which formed 

part of the fea.tbLHty report , ad included in the procès, design con.ideration, 

were the following: 

i)   Pro«« specification, sheet, for vessels, pumps, *«* »«J^"' 
'   agitators, etc..   oased on which detailed design can be dore dur in« 

the detailed er.ginecriiR stage. 

ii) Process flow diagram. 

iit) Piping ar.d instrumentation of diagram, 

iv) Proceda ¿escript.on- 

v) Operatior^l instructions 
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vi) Comui!ip:":>n of raw mater ialr and chemicals, 

vil) Utility specifications. 

With regard to the  choice of technology, all the latest improvements 

in the procpsf. and equipment designs were considered.   Al so the operational 

problems faceti in the running plants vere analysed and an optimum piocr^s 

arrived at after making a cost benefit analysis. 

3.4   Economic Analysts 

The running plants oí 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 company would be highly economical. 

The econonic considerations include ' the following iterr  : 

I) Sales revenue 

11)  Direct /indu cet cxpci ses 

ili) Depreciation 

iv) Gross profits 

v) Net profits before t: :ces 

vi) Ta:ces 

vll) Net profit after  ta>ûi 

A cash How analy: is was made and p*y ou period for the 

investment arrived at. 
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The nrxt slep in project planning was to obtain clearance  in 

India from Ihc   valions authorities on t he basi« ni  the feasibility   report. 

Thi* inclr Ics: 

a) Clearance, from  the Planning Commission and allocation 
of fundn if Ou: fi na nei m; is tu be done from external resource«. 

b) Obtaining letter  of   intent and licence for manuf »dure under 
InduBlrial  Development Regulation Act,   if tlie industry comes 
under it» purview . 

c) Clearance from   the  Public,  Investment  Board and allocation 
of foreign exchange. 

d) Clearance from  environmental pollution control angle. 

e) Administrative approval from the   concerned Ministry for 
a public sector enterprise. 

Since the finance for this expansion project waa to be met from 

Internal resources, some of the  above steps were not required.    However, 

the Industrial Development Regulation licence, allocation of foreign exchange, 

and approval from the administrative Ministry were obtained. 

4.0 PREPARATION OF PET AILED PLANNING REQUIREMENT 

Having got clearance from the Government, detailed project report 

was made including setting up of a «epa-rate project division In the company 

vith adequate manpower for detailed designing and implementation of the 

project.   This was a cut-off point when the project was handed over to th' 

Implementation division from the planning section. 

4.1 p>Uiled design and Engineering Report 

The first task of the project div-sion was to prepare t detailed design 

engineering report and this included the following items: 



- 8 - 

l) La nel/l and development , including internal roads, boundary wall, 
sanitary, liplitinR, rie. 

it) Factory layout and building drawings. 

lil) Main plani and equipment with identification of indigenous 
and Imported components. 

iv)   Scrvicr-a, off-sitr fn til itir H and miscellaneous '"xprnsea. 

v) Workinp « .t pita 1 requirement. 

4*2 Data sheet for all the major equipments were prepared based on 

the experience of the running  planto. 

4. 3 Unified and break up pro« ess flow diagram* were prepared for the 

plant as a whole,and also sectionwise. 

4.4 Detailed engineering desipn for all the process equipments 

was made. 

4.5 Equipment layout drawing were finalized. 

4.6 Detailed piping layout drawing was prepared. 

4.7 Complete bill of materials was prepared for ordering purposes. 

5.0 PLANNING AND IMPLEMENTATION OF THE PROJECT 

5.1 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 ware made for varioue 

Individual activities, like civil, electrical equipments ordering and procuring, 

•rection and commissioning work;,, etc., and matched with the master chart. 

A review and reporting system was instituted for mon.toring the progreü 

and instituting  timely remedial measure* for the short-fall. 
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Ungirles Ihr i ntcrnal coordination uí various activities, some 

activities where external agencies were involved,   did merit special 

consideration and attention for timely completion of the project.   The 

following paragraphs elucida»; this point. 

5.2        The  layout plans and building drawing were required to he approved 

by the local authorities.    The local authorities  considered the proposal 

from the following points of view: 

1) Pollution angle 

li) Ma éter Plan for the city development 

ill) Lawn and by-laws with respect to construction, enveredare», etc. 

It took more than a year to get clearance from the local authorities 

for the layout and building 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 regulating 

bodies und^r the Government, like the Factories Act, Indian Boiler 

Regulation Act, Explosives Act, etc.    A lot of endeavour was essential 

for speedy 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 connections were the activities which required intensive 

follow up.    Although  in  the overall   sense electricity was available , yet 

because 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 is.ue and obtain the final connections 
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5.5 One importan» activity was aW» lu ...bui» th.- m,part licence for 

a «mail amour! of importer; ev ,;m„.nl.     ..omúd.n.,,; t..« di fluwlt foreign 

«•xehanßc rrmunes position ,it the timo of implementation of  the project, 

import was tied up with credit fat ilitien from throe countries only. 

Although thin was -irvi voidable , this restrieted tin-   fiditi of choice. 

5.6 Planning for the procurement of indig« noua equipment;.« was a 

relatively easy ta ••I',    However, prie«-  fluctuations, scarcity of some 

special material» al  times vere   the factors  to   un kept  in sharp focus in 

pur cha no platinine,. 

5.7 Even with utmoat tare in planning, follow up and control,   sor c 

unforeseen factors are likely  to  rropup, and contingency plana have to 

be  available to smootheu out their effect on the time schedule.    Some 

important factors in this regard are exchango rate fluctuation», change* 

in international political Hituatinn, etc.    In the case tinder study, closure 

of Swcz Canal dm; to the. Arab-Israel conflict posed a probier- with regard 

to the receipt  >f imported equipment.   1 liv was partly overt    Mie by 

rescheduling the activities and taking up the  trials and commissioning o{ 

the plant in parts. 

6.0   COMMERCIAL PRODUCTION 

After the plant was commis Hioned, the start up of the commercial 

production required a continuous check on various aspects in order to 

verify the design parameters which were made   at the beginning oí the 

project.    At thiti point, the project division was reinforced by drawing 

operational manpower suitably. 
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7.0   CONCLUSION 

In this paper  attempt ha» bren mat!»» !» highlight the various 

Important a »«'I ctMcntial íctiturrü of conception and iniplomont.it ion of 

a project in India ns  a sort of C;IBC   history of setting up a medium <«Í7.e 

chemical proceas plant project.    While Ihn problem« and procedure!« 

are common in many countries,  project planning in developing COM ritrita 

requires particular rare in rrwny fields because of multiple facets 

elaborated in the body ni (he paper. 






