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PART - 1|

PLANNING PROCESS IN PAKISTAN

Pakistan, came into being in 1947, it was considered an
‘Economic Wasteland” and many had doubts about its
economic survival.

It was a rare spectacle of the birth of a new nation based on
ideology composed of two geographical regions separated by
1000 miles of an alien hostile territory and 3000 miles of not too
friendly Arabian Sea. The new “State” faced an “Identity
Crisis”, further compounded by diversity of languages and
cultures.

With the birth of a new state, every thing came to a grinding
halt. The industrial base was virtually non-existent; we were
producers of some of the major items of raw material but did
not have the processing facilities. The new state also woefully
lacked in administrative, entrepreneurial, business and financial
expertise. Means of transport and communication were in
shambles. Millions of unexpected refugees swarmed the new
state and needed rehabilitation at an enormous cost.

These were some of those formidable challenges in the face of
an extra ordinary situation, which could only be met through a
planned development of the economy. Before independence,
the colonial rulers were merely interested in prolongation of
their rule and any development that took place was incidental to
this objective.  Construction of roads, harbours, bridges,
railways etc., can all be viewed in this perspective.

Keeping in view the above realities, the leadership immediately
took up the task of amending the economic neglect of the past.

A “Development Board” was established in 1948 under the
Minister for Economic Affairs, with Secretaries of development
ministries as members. D.B was directly answerable to the
Cabinet or the “Economic Committee of the Cabinet”.
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11.

A “Planning Advisory Committee” was also established to
render advice, review progress and to arouse public
enthusiasm for planned economic development.

D.B could not play its role effectively due to the resentment of
the Ministry of Finance who considered it an intruder into its
territories. The D.B was looked up on with suspension and
mistrust. Its guidelines were flouted both by the borrowers and
lenders. Its directives were spurned and it was by-passed in
crucial economic decisions.

The “Colombo Plan” (1950), a regional plan formulated for
member countries of the “Common Wealth” belonging to the
South and South East Asia, was however put into effect under
the aegis of the Development Board. The Colombo Plan in fact
had followed formulation of a, “Common Wealth Consultative
Committee” that had been assigned the task of accelerating the
pace of economic and social development in the region. Each
member state had submitted a list of development schemes for
consideration of the “Consultative Committee”, and were
incorporated into a comprehensive regional plan called the
“Colombo Plan”.

Colombo Plan was conceived for implementation for a period of
six years (1951-57). The size of Colombo Plan or Pakistan
schemes was estimated at Rs. 3.05 billion with an FPA of
Rs. 1.20 billion.

The projects included in the Colombo Plan were prepared in
haste and without proper homework. The implementation
coincided with an outbreak of the Korean war, and hence
necessitated revision/downsizing of the Plan in 1951, carving of
a “Two year Priority Plan” and execution of certain vital projects
on priority basis. Due to the Korean war, there was a drastic
negative impact on the economic scene in the region including
Pakistan and the meager foreign exchange resources had to be
diverted for import of food grains etc. All this resulted in
revising and recasting the ongoing projects and shifting in
emphasis of the policies.
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Due to failure, to deliver the goods, “The Development Board”
was replaced by a new economic organ, “The National
Planning Board” in July 1953.

Working under various constraints viz.  Poor database,
shortage of trained man-power, lack of clear demarcation of its
rights and responsibilities in the power hierarchy, continued
opposition, resentment of other financial organs, institutions
and absence of a close rapport with the operating agencies,
the National Planning Board, among other assignments was
given the task of preparing a medium term National Plan
starting April 1954.

The above factors obviously had their toll and the draft plan
could not see the light of the day until May 1956. Its approval
and sanction by the government was further delayed due to
political turmoil and quick changes of the governments (five
governments changed in quick succession between 1955 to
1958). The draft Plan was finally approved in May 1958, when
three years of the Plan had already elapsed.

The military coup in 1958 imparted a semblance of political
stability and the new government also undertook a drastic
reorientation and revitalization of the planning agency.

The National Planning Board was renamed as the “Planning
Commission” and important structural changes were brought
about to make it more effective and viable. Concrete steps
were also taken to institutionalize the whole planning process at
both, federal and provincial levels. Its status was raised as it
became a division in the Presidential Secretariat. In order to
impart an added measure of responsibility to the Planning
Commission, the Chief Executive was made its ex-officio
Chairman and a full-time operational head was also appointed
as Deputy Chairman, with the status of a full Cabinet Minister.

Other important steps included, the establishment of Planning

Cells in important ministries and departments, representation of
the Commission on all important, economic decision-making

XII
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organs such as the National Economic Council ( NEC ), the
Executive Committee of the National Economic Council
(ECNEC), Industrial Investment Schedules (IIS), Foreign
Exchange Control Committee (FECC) etc. The Commission
was also solely responsible for the preparation of the
Annual Development Plan (ADP).

The Second Plan (1960-65) was prepared and implemented in
the backdrop of these favourable developments, which greatly
contributed to its success. This period (1960-65) was also
characterized by internal peace and political stability and the
planning process received unstinted support of the
Government. It was therefore no wonder that Pakistan came to
be looked upon as a model of planned development.

The Third Plan (1965-70) was thus launched on an optimistic
note in the background of a credible performance of the
economy during the Second Plan. The Third Plan had an
inauspicious and a disastrous start. First, the skirmishes
between armies of India and Pakistan in Rann of Kutch in early
1965, led to a general conflagration in September 1965 due to
which resources were diverted from development to
organization of war efforts. The plan also suffered on account
of stoppage of economic assistance by its major partner in
development i.e. USA.

The Plan although well-conceived and launched on the heels of
the successful conclusion of the Second Plan, was thus only a
partial success which too, was largely attributable to the growth
momentum achieved by the economy in the Second Plan.

The transformation of the political conditions from one of
relative stability to that of complete chaos and uncertainty also
had an adverse impact on the fortunes of the planning agency.
The period was also marked by further sharpening of
differences between the Eastern and Western regions of the
country. The situation remained very fluid and un-predictable
amidst major developments such as break-up of the One-Unit,
restoration of the principle of parity and preparations for holding
of the first ever general elections.
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The Fourth Plan (1970-75) was therefore launched amid great
uncertainties and lacked vital support and commitment of the
government, which was pre-occupied with tackling of the
tangled political scenario. The rejection of the ‘growth
philosophy’ relentlessly pursued by the Planning Commission,
which was the primary vehicle for concreting the philosophy into
a solid shape. The Planning Commission was therefore obliged
to keep a low profile with its image badly tarnished and the
Government was also obliged to keep it at a distance.

The political conditions deteriorated after the elections which
sprang many surprises and the Fourth Plan which was almost a
non-starter from the very beginning, became absolutely
irrelevant under the dramatically changed political landscape.
The Plan was thus buried in the debris of the United Pakistan
without any formal ceremonial rites.

This followed a difficult period of distress for the Planning
Commission as professional economists and other highly
skilled personnel left its ranks in utter frustration. The
Government which took over reins of power in the remaining or
‘New Pakistan’ also did not look upon the Commission’s
past in a favourable light due to its close proximity with the
Ayubian economic policies.

The Planning Commission was also greatly immobilized, as the
new Government altogether abandoned medium-term planning
and switched over to short-term planning. The annual
development plans became the main instrument of planned
development. Perhaps this was the only realistic course in view
of the deepening political and economic uncertainties. The
period 1972-77, was marked by an ‘ad-hoc planning’ with major
reliance on annual plans.

The period was also characterized by a major shift in the
economic strategy followed thus far. The ‘GNP growth’ strategy
which stood discredited, was replaced by that of ‘Social Justice’
which also brought in its trail, nationalization of basic
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industries with a view to enabling the government to control
‘the commanding heights’ of the economy.

The history and evolution of the Planning Agency in Pakistan is
so inter-twined with the political developments that one can not
be viewed in isolation from the other.

The period of ‘ad-hoc’ planning ended in July 1977 and the new
government immediately reverted back to medium-term
planning. The Planning Commission was dusted off after a
fairly long period of relative inactivity and was asked to
formulate a new five year plan-fifth in sequence, covering the
period from 1978 to 1983. A full time Deputy Chairman of the
Planning Commission was appointed after a lapse of many
years. The Planning Commission was also reconstituted
ensuring better regional representation and professionalism.
Later in the day, a full-fledged and independent Ministry of
Planning & Development was created and made incharge of
the affairs of the Planning Commission. Another development
of even greater importance was the subsequent merger of the
Ministry of Finance and the Ministry of Planning &
Development. This was perhaps a good resolution of the
simmering friction between the two powerful ministries. The
merger was however short-lived and was abolished with the
coming into power of a yet new government as a result of
the 1985 general elections.

The Fifth Plan (1978-83) also remained handicapped due to
political unrest, Afghan war and the refugee influx, adverse
developments in the World economy such as oil crisis (1979),
economic recession in the West (1980) and increase in interest
rates (1981), while the continued large inflows of remittances
and a number of policy measures aimed at reviving the
confidence of the business community, helped to achieve a
growth rate of 6.7% during the plan period.

The Sixth Plan (1983-88) which was turned into a rolling plan

during the last two years of its life, can be regarded only a
partial success.
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The Seventh Plan (1988-93) was conceived as first, in a chain
of three consecutive medium term plans or to be more precise
within the frame work of the second perspective plan of
Pakistan (1988-93) launched simultaneously with the Seventh
Plan. Therefore the Plan entailed a long term vision of the
society and vowed to work for the realization of the broad
socio-economic objectives spelt out in the Perspective Plan.

The Eighth Plan (1993-98) was launched at a crucial period.
While the overall objectives of planning were pivoted around
the enhancement of social and economic welfare of the people,
they were pursued at a time of fundamental change in domestic
and global economies; most notably the redefinition of the
government'srole in the economy. This warranted a
reorientation of the planning process. The conventional
approaches to planning reflected in a large public sector
investment programme, detailed sectoral planning, elaborate
controls on imports and domestic credit, highly differentiated tax
and tariff regimes, and exclusive reliance of the government for
the provision of social and physical infrastructure, needed a
change. The often neglected areas of equity and economic
environmental stability were required to be brought under a
sharper focus.

The re-adjustments in economic management included
privatization, decontrol, deregulation, liberalization, market
orientation, community involvement and conservation of
physical environment. At the policy level, there was a parallel
shift towards the use of incentives, inducements and deterrents
in preference to direct controls. Public investment increasingly
focused on physical and social infrastructure. And even in
these areas, the private investment was encouraged. Legal
instruments, institutions and monitoring mechanisms were
being developed to ensure the effective functioning of the new
policies.

It was anticipated that initiatives will alter the nature of planning,
in contrast to earlier approaches, which saw the government as
a catalyst, a manager, and a motivator. The objective of policy
was no longer what the government could accomplish on its
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own, but how it could induce other economic agents to act in
concert for the pursuit of the collective interest. These agents
included business managers, workers, investors (both local and
foreign), NGOs, and common households. Inducing them
required the use of economic incentives, institutions for
engendering cooperation, training and skill development,
monitoring, information and dissemination, provision of
infrastructure, proper maintenance of assets, stability of
systems and policies, and the removal of obstacles. The
exercise of economic planning helped the government step into
its new role. This transformation marked a shift from allocative
planning to indicative planning, from direct intervention to
market signals. Fiscal, monetary, trade and sectoral policies
became more relevant.

Apart from addressing these basic concerns, the Eighth Plan
aimed at re-dressal of certain imbalances, which had tended to
distort the developmental process. The Plan aimed to achieve
five basic balances:

i. Balance between planning for the public and private
sector, i.e. a balance between planning and policy.

ii. Inter and Intra-sectoral balance: balance between growth
in GDP and progress of the social sectors and physical
infrastructure.

iii. Balance between new investment and use of existing
capital stock: improve the utilization of capacity, the quality
of output and more generally the productivity of capital and
labour.

iv. Balance between project preparation and implementation:
serious and growing weaknesses in implementation
capacity affect the efficacy of public expenditures. An
improvement was anticipated to lower the incremental
capital output rations and raise the growth rate from a given
level of investment. If the neglect of implementation issues
had continued, wastages would have multiplied, gestation
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time would have been longer and the aid pipeline would
have remained clogged.

v. Balance between committed and available resources: at
the stage of formulation of a Five Year Plan, it was
generally discovered that the major part of resources was
to be allocated to the ongoing projects. This militated
against realization of new priorities. The main reason was
that the number of projects was too large, and there was no
control over the size of the projects portfolio of any sector.
The aim was to ensure that a substantial share of the Plan
resources were available for new initiatives. A close
scrutiny of the ongoing projects was to be undertaken with
a view to cutting down and eliminating low priority projects
S0 as to accommodate emerging priorities.

vi. Project’'s entry into the funding stream was to be more
selective, to avoid thin spread of resources and to
accelerate the pace of completion.

The Eight Plan was not therefore aimed to be simply a summation of
public sector expenditures or a list of schemes drawn up by the ministries,
departments and agencies and put together within a financial framework.
It aimed at breaking new grounds. It was to be more reliant to the
pressing problems of the day, and the awesome challenges of tomorrow.
It was to be more balanced in content and style. It was to reflect an
architecture and not merely a mosaic of micro level proposals. It was not
to be restricted to the creation of physical assets but encompassing
sustained improvement in the productive capacity of the people. It aimed
at synthesizing dynamism with stability, creativity with discipline and
encouragement of linear economic advancement, with a total
transformation, so that Pakistan’s policy could fulfill its appointed destiny
in the more challenging world of the twenty first century.

The Ninth Plan (1998-2003) was prepared in the background of profound
trends towards globalisation in the international economy and a rapid pace
of marketisation and deregulation in the national economy. The Uraguay
Round effectively shuts the door on traditional economies to compete with
technically more advanced economies through self exploitation and
replication of existing technology. Associated with this phenomenon, the
emergence of regional economic blocs had far-reaching ramifications. To
avoid stultifying isolation, Pakistan had to go all out for productivity
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enhancement and respectable share in the world trade, investment,
capital and knowledge. This required a strategic leap forward from an
inward-looking import-substituting industrialization of the twentieth-century
to an outward-looking export led industrialization in the twenty-first
century. The key elements marking the watershed between the two
centuries, are outlined in the succeeding paragraphs.

The Ninth Plan was launched at a time when the government
was to demonstrate the will and ability to live within its means.
Therefore, the first element in the approach to the Ninth Plan
was the maintenance of fiscal deficit at a sustainable level.

Economic growth had been less than the potential of the
economy for a number of years. A lower fiscal deficit and the
accompanying monetary discipline was to provide a stable
environment for private investment decisions. The second
element of the approach was not only to achieve potential
growth, but to enhance the potential itself. To move forward on
a rapid and steady path, the economy must enter the 21%
century with a GDP growth of 7 percent, rather than the
traditional 6 percent.

Economic stability was necessary but not sufficient for high
growth. Critical deficiencies in physical infrastructure had acted
in restraint of growth. The third element in the approach to the
Ninth Plan was to put a ratchet behind investment in physical
infrastructure. In composition, this investment was to move
forward from energy to ports, railways, pipelines, roads and
telecommunications.

High growth did not seem to co-relate with import substitution
behind to stonewall of tariffs. Nor did it find a good host in
industries based on domestic raw materials alone. Industry
must not be limited by a false sense of economic nationalism.
The fourth element in the approach to the Ninth Plan was the
export led industrialization and growth.

The fifth element in the approach was the continued investment
in people, especially women and children. Enhancing
capabilities of the people to exploit economic opportunities was
the fair as well as an efficient way of reducing poverty and
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improving income distribution. Social Action Programme was to
continue. But it would have to be redesigned to meet the needs
of the people and supplemented by a programme that ensured
the supply of skills that did not mismatch with demand.

That nations, people and other species need each other for
their very survival, was no-where more apparent than in the
field of environment. In terms of the unavoidable jargon,
collectivities had become necessary to internalize externalities.
Environmental programmes so far were focused on awareness,
advocacy and institution-building. The sixth element in the
approach to the Ninth Plan was the respect for environmental
concerns in public sector projects and programmes, economic
policies, private investment and in the internationally traded
goods and services.

An outward looking approach based on private initiative could
but did not lead to regional imbalances. The seventh element
in the approach to the Ninth Plan was to discover regional
comparative advantages and encourage private sector to go
after these opportunities.

Family was the traditional support system for those who were
either handicapped to participate in, or were bypassed by,
growth and opportunities.  This institution was becoming
weaker in an environment of rapid economic and social
changes. While communities were encouraged to prevent
further decay of this life support system, the Government could
not abdicate its responsibility to protect the most vulnerable
groups. Targeted interventions in this respect to build an
integrated social security system, were envisaged to constitute
the eighth element in the approach to the Ninth Plan.

The state withdrew from direct production completely and was
looking for partnerships in physical infrastructure and social
services. Planning and planners had to adjust to the increasing
assertion of civil society in expressing its true preferences, in
mobilizing support around these preferences and to demand
quality, accountability and respect for contracts. In this very
context, the steps were taken to reform auditing and accounting
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and the separation of the judiciary and the executive constitute
important milestones. The ninth element of the Ninth Plan
approach was to present an unambiguous perspective on the
state, civil society and economy.

Finally, a plan was as good as its implementation. The
Ninth Plan therefore, contained an implementation plan for the
public sector and a monitoring plan for the private sector. All
public sector projects and programmes were also required to
build management information systems and monitoring as an
essential component of their cost structures.

Recently, the federal government has embarked up on
preparation of a five year plan 2003-2008 and a perspective
plan upto 2011.

The Planning Structures: The planning structures exist at the
federal, provincial and the district levels. These structures have
been created for the primary purpose of preparing economic
plans.

XXI



50. The Federal Level Planning Organization:

“The Planning Commission of Pakistan is the highest
authority in the country”.

“The central planning authority is a
watch dog of collective interests..........
It is a national economic organ designed
for playing the role of a catalyst and for
striking reconciliation between
conflicting interests”.

(Aslam. M)

51. The Planning Commission of Pakistan constitutes of the Chief
Executive/Prime Minister as an ex-officio Chairman, a full time
Deputy Chairman with a status of a cabinet minister as its
“operational head”, and the following as its members ex-officio;

Secretary, Planning & Development Division
Secretary, Economic Affairs Division

Secretary, Finance Division

Member, Planning & Development Division

Additional Secretary, Planning & Development Division
Chief Economist, Planning & Development Division

52. The Planning Commission works under the direct control of the
Ministry of Planning and Development.

53. The Planning and Development Division headed by a Secretary and
assisted by a Chief Economist, Joint Chief Economists, Senior
Chiefs, Chiefs, Deputy Chiefs etc. has been assigned the following
functions:-

I. To prepare national plans at periodic intervals for the economic and
social development of the country.
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VII.

VIII.

. To make assessment from time of time of the human and material

resources of the country.

To recommend such adjustments in the national plan as may be
necessary in view of the changing economic situation.

To stimulate and where necessary, initiate the preparation of
development programmes and projects; to examine and advise on all
such programmes and projects with a view to deciding whether they
conform to the national objectives and, in general, whether they
provide for the most efficient use of available resources.

To co-ordinate the examination of development programmes and
projects in consultation with the appropriate authorities and to secure
the approval of the federal government to acceptable programmes
and projects.

To prepare the annual development programme within the framework
of the national plan and, on determination of priorities, propose
allocation of the available resources.

To analyze and make recommendations on important economic
policies and programmes.

To advise the federal and provincial governments, whenever so
required, on economic policies and problems.

To prepare data for, the use of foreign financial institutions, aid giving
agencies, economic appraisement and evaluations.

To undertake and promote economic research; and to initiate surveys
and investigations needed to support effective planning and
development.

XXII



Xl. To devise, obtain, collate and distribute to all concerned, reports on
the progress of projects, and to prepare periodic digests of these
reports for the information of the government.

XlIl. To measure performance against promise, especially by comparing
actual with estimated costs of projects.

Xlll. To identify the causes of delays and difficulties, if any, in the
implementation of projects and to promote specific solutions.

XIV. To advise on the efficient execution of the national plans.

XV. Projects monitoring.

XVI. Projects evaluation.

XVII. Projects facilitation.

XVIII. Training of project staff.

54. Being the principal organ at the federal level, it is responsible for the
preparation of economic plans of various time dimensions such as annual,
five year and long-term or perspective plans. It co-ordinates individual
plans submitted by the federal ministries, provincial governments, federal
and provincial autonomous bodies and the private sector.

55.  Planning cells have also been established in all federal ministries and are
responsible for preparing programmes and projects in their respective
spheres and also for autonomous organizations under their overall
supervision and control.

XXIV



56.

S7.

PART - I

THE ECONOMIC DECISION
MAKING STRUCTURE

A brief narration of the economic decision making structure at
the federal level is given below:-

Federal level structure: the economic decision-making
structure at the federal level is composed of the following main
organs specifically established for the purpose:-

a. National Economic Council (NEC): it is the highest
economic decision-making body in the land. It is headed by
the Chief Executive / Prime Minister of the country. Its
members include Federal Ministers Incharge of the
development ministries, Chief Executives/Chief Ministers of
the provinces and Deputy Chairman of the Planning
Commission who also works as its Secretary. It accords
final approval, at the political level, to annual and five year
plans. It approves provincial development schemes in the
public sector above a certain financial limit. Other projects
not included in any plan are also submitted to it for approval.
It seeks assistance of specialists and advisors in the smooth
conduct of its business.

b. Executive Committee of the National Economic Council
(ECNEC): its meetings are chaired by the Federal Minister
for Finance who is ex-officio head of the ECNEC. |Its
members include Federal Ministers incharge of the
development ministries, provincial Chief Executives or their
nominees and provincial Ministers incharge of planning &
development departments. Its primary function is to carry
out the decisions taken by the National Economic Council
(NEC). It ensures that decisions are duly implemented and
reports in plans in recognition of changes in the objective
conditions of the economy. The ECNEC also approves
development schemes having a cost of Rs. 200 million and
above both in public and private sectors. (Development

XXV



projects costing over Rs. 200 million non-recurring, and
cleared by the Central Development Working Party - CDWP
are submitted to the ECNEC for approval). The ECNEC can
truly be called ‘the staff-arm’ of the National Economic
Council (NEC).

. The Central Development Working Party: the CDWP
approves projects at the technical level. The Deputy
Chairman, Planning Commission presides over the meetings
of the CDWP. Its members include federal secretaries
looking after the development ministries and heads of the
provincial P&D departments.

The development schemes of federal ministries costing over
Rs. 40 million and of provincial governments costing over
Rs. 200 million are submitted to CDWP for approval. The
financial, economic and technical analysis of the projects is
undertaken by the concerned technical sections and the
project appraisal section of the Planning & Development
Division before the Development Authorization section
submits them to the CDWP.

Meetings of a “Special CDWP” are also convened, which
examines more important development schemes required to
be considered at a higher level. The meetings of the special
CDWP are also chaired by the Deputy Chairman, Planning
Commission. There are also Divisional Working Parties
(DWPs) which are required to be set up by the federal
ministries or divisions for internal examination of their
development projects within their sanctioning powers of
Rs. 40.00 million, non-recurring.

. Economic Coordination Committee of the Cabinet
(ECCC): the Federal Minister for Finance presides over the
meetings of this Committee, which are also attended by all
the Federal Ministers looking after the development
ministries.

It attends to all urgent day-to-day economic matters and coordinates the economic policies initiated by
various Divisions of the Government. It keeps vigilance on the monetary and credit situation, and makes
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proposals for regulation of credit, in order to maximize production and exports, and to prevent inflation. It
accords approval to the projects in private sector and public sector energy projects.

Annual Plan Co-ordination Committee (APCC): this
Committee is headed by the Deputy Chairman of the
Planning Commission or his representative and among its
members are included all the Federal Secretaries of the
Development Ministries, Chairman/Additional Chief
Secretaries of Provincial P&D Departments and Governor,
State Bank of Pakistan. The Committee considers ADPs in
public and private sectors and accords its approval.
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THE PROVINCIAL LEVEL PLANNING
ORGANIZATION

At the provincial level also, the planning process stands
institutionalized with the establishment of provincial Planning &
Development Departments. Each P&D department / Board is
headed by an Additional Chief Secretary / Chairman who is
normally an officer of high stature and caliber.

The Department plays a vital role in the process of socio-
economic development of the Province. In an economy where
public and private sectors co-exist, development proceeds
along a well charted course with targets of growth emanating
from direct investment by both public and private sectors. This
requires careful identification and selection of projects for
various nation- building departments and providing directions
for private sector investment through incentives and appropriate
monetary, fiscal and trade policies. Designing policies for the
private sector is primarily a federal subject and the role of
Planning and Development Department is mainly confined to
the public sector development. Plan formulation, identified as
development projects for each sector in accordance with
targets of projects for each sector in accordance with targets of
growth as envisioned in the National Plan, is the main function
of the Department. Other functions of the Planning &
Development Department include:

a. Planning, including policy and development.

b.  Coordination of foreign aid and technical assistance from
abroad through Economic Affairs Division.

C. Conducting economic research.

d. Coordination and collection of statistics , through Bureau
of Statistics.
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Processing of all development schemes, programmes
and proposals submitted by other Departments and
making recommendations to the government thereon.

Monitoring the progress and evaluation of development
schemes and writing their critical appraisal.

Maintaining liaison with other Provincial and National
Planning Agencies.

Initiating measures for giving suitable publicity to the
Development Plans and educating the public on the
results achieved from time to time.

Co-ordination of foreign training programmes for officers
working with the Government of Sindh.

Provincial Economic Decision-Making Structure:

a.

Provincial Development Working Party (PDWP): Itis a
provincial equivalent of the CDWP at the federal level
discussed earlier. It is headed by the Chairman/Additional
Chief Secretaries of the P&D Departments with Secretary
Finance and Provincial Secretaries incharge of the
concerned line departments as opted members. It
scrutinizes all those development projects included in
the annual and five year plans relating to the province.
It considers for approval all projects costing up-to
Rs:200.00million non-recurring, while those, costing more
than Rs. 200.00 million, after due consideration, are
cleared and forwarded to the CDWP. The Technical
Sections of the Provincial P&D Departments undertake
technical, financial and economic scrutiny, appraisal and
analysis of the projects before submitting them to PDWP
for consideration and approval.

Departmental Development Working Party (DDWP):
under the Chairmanship of Secretaries of the provincial
departments with a representative of the Finance
Department, not below the rank of a Deputy Secretary
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and Chief of Section concerned, of the P&D Department,
it is authorized to approve development schemes costing
upto Rs. 40.00 million non-recurring and Rs. 2.40 million
recurring.

C. District Development Committee (DDC): The powers
have been devolved to the District Governments and they
have been authorized to consider and approve district
schemes costing up-to Rs. 20.00 million through District
Development Committee with the following composition:

I. District Coordination Officer Chairman
i. E.D.O Finance & Planning Member
ii. E.DO Works & Services Member
iv.  E.D.O concerned sector Member
V. District Officer of concerned
Department Member
vi.  District Officer, Planning Member /
Secretary

Districts schemes costing more than Rs. 20.00 million
have to be considered by the DDC, cleared and
forwarded to the Planning & Development Department for
consideration / approval.

Preparation of Annual Development
Programme........A.D.P.

Emanating from the long term National Plan, preparation and
firming up of the Annual Development Programme (ADP) is
undertaken by the P&D Department through a well laid
schedule (Annexure-l). This schedule is linked with the
deadlines assigned by the Federal Government for each
province. The process itself offers two-dimensional
approaches, which are translated in the form of first edition and
second edition. The second edition known as hard core
programme is primarily based on the recommendations of Inter-
Departmental Priority Committees. The final edition is based
on the size of the provincial ADP decided upon by the
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National Economic Council, which usually meets in May/June of
each year. This edition appears as Volume-V along with other
budget documents and is presented to the Provincial Assembly
during budget session every year. The schedule of the
preparation of ADP, is as follows:

SCHEDULE FOR THE PREPARATION OF ADP

BASED ON THE
t .
1% Edition RECOMMENDATIONS
OF ADMINISTRATIVE
DEPARTMENTS

BASED ON THE
Z“d Edition RECOMMENDATIONS
OF INTER. DEPTT. PRIORITY
COMMITTEE

BASED OF THE APPROVAL OF
ANNUAL PLAN
CO-ORDINATION COMMITTEE

) . BASED ON THE
Final Edition RECOMMENDATIONS
OF CABINET

BASED ON THE APPROVAL
OF ASSEMBLY
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63.

The Annual Development Programme consists of the provincial
on-going and new projects along with a one line allocation for
the district governments to prepare their programme
independently. While allocation for on-going schemes takes
into account the residual work and cost, the inclusion of new
schemes in the ADP along with an appropriate allocation
hinges on their relative priority for the sector. The institutional
arrangement for economic appraisal and consequent approval
of development schemes, through consultation and discourse
amongst the three concerned agencies — Administrative
Departments (ADs) as sponsors, Planning & Development
Department as an appraising agency and the Finance
department — already stands established and well defined.
These three agencies operate in the Planning and
Development Department as Provincial Development Working
Party (PDWP) and in the concerned Administrative Department
as Departmental Development Working Party (DDWP) and at
the District level as District Development Committee.

The three fora operate as life and blood of the development
process and have the authority to approve, reject, defer or
return the projects for revision or modification. In case of
approval, the implementation starts without delay, but if the
project fails to satisfy the basic requirements, it is either
deferred for want of detailed information or rejected. In the
latter case it is either deferred or returned and resubmitted for
approval and hence, passes through the same process again.
This process is depicted through a diagram, shown overleaf:-
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PROCESS OF DEVELOPMENT SCHEMES

ADP

NEW ONGOING

UN-APPROVED APPROVED APPROVED UN-APPROVED

FUND RELEASED

IMPLEMENTATION
CARRIED OUT

PROCESS

DDWP PDWP CDWP / ECNEC

OPTIONS

APPROVED RETURNED DEFER

AA-ISSUED FUNDS RELEASED IMPLEMENTATION
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A special feature of the Annual Development Programme is,
that cost heavy projects are co-financed by international donor
/ development financing agencies such as World Bank/Asian
Development Bank etc. with which the Planning & Development
Department negotiates aid/loan through the Economic Affairs
Division of the Federal Government. In aid negotiations and in
approval of projects in accordance with the terms of the
agreement, the P&D Department plays an important role in
coordinating with the federal agency, the external donors and
the department sponsoring the project.

Processing of development schemes is a time consuming affair,
as several stages are involved. Right form the identification of
schemes for inclusion in the ADP document, down to the stage
of its implementation on the ground, it takes nearly 16 weeks.
Major steps involve preparation of the scheme in PC-lI form,
processing the schemes by various fora and finally awarding
the tenders. The flow chart given over leaf ,depicts the entire
process.
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STAGES

STAGE-1

STAGE-2

STAGE-3

STAGE-4

FLOW CHART OF ACTIVITIES

IDENTIFICATION OF

SCHEMES INCLUDED AT THE TIME

SCHEMES FOR ADP OF PREPARATION OF ADP
SCHEMES SELECTED AGAINST
BLOCK ALLOCATION
PREPARATION OF ——| WORKING OUT [« SELECTION [% IDENTIFY
SCHEMES ON PC-1 COMPONENTS OF SITES EQUIPMENT
CDWP / ECNEC SUBMIT SCHEMES
PREPARATION OF > PDWP < ¢
SCHEMES ON PC-1 \ PREPARE WORKING
Ll PAPER
DDWP v
Yy ISSUE NOTICE OF
MEETING
) 4
APPROVE SCHEMES
PREPARATION OF < ISSUE MINUTES OF THE
SCHEMES ON PC-I MEETING
ISSUE AA
TENDER TENDER FUNDS
FINALIZED [« INVITED |« RELEASED
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TIME SCHEDULE

6 WEEKS

2 WEEKS

2 WEEKS

4 WEEKS

16 WEEKS



66. Strategy for Development Planning:

Vi.

Self-reliance, poverty reduction and accelerate growth through own
means.

Contain population growth and improvement in the quality of life for
every one.

Masawat.......... fair and equitable distribution of wealth and
resources.

Demand driven and market oriented education & training
programmes aiming at reduction in un-employment, promotion of
information technology and small & medium enterprises.

Focus on human capital development/improvement for a
sustainable growth and development of Social Sectors.

Exploit the Agricultural & Industrial potential, introduction of modern
technology, improvement in productivity, efficiency and quality.

67. Plan formulation mechanism:

Vi.

Identification of projects based on, needs, demand ,
development gaps, indicators etc.

Consultative, discussion and justifying process.
Firming up priorities and objectives for the districts.
Estimation of requirement and sources of funding.
Sectoral priorities and programmes.

Listing prioritized schemes.
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69.

vii. Finalization of the plan and its approval by the competent
authority.

Modus-Operendi of Plan Formulation:

I Situation Analysis — District profile of socio-economic
development.

i. Objectives and Target setting.

iii. Plan Strategy (including duration growth, desired,
investment & savings).

iv.  Determination of Plan Size and Duration.

V. Financing Plan Through Public and Private Sectors.
vi.  Sources of Finance.

vii.  Sectoral Priorities.

viii. Mobilization of Resources.

ix.  Plan Execution.

a Priority / Programmes and Important Sectors
for Development by the District Governments:-

i Khushhal Pakistan Programme (K.P.P).
i. Drought Emergency Relief Assistance (DERA).

iii.  Education, except the functions specified for the
Provincial Government.

iv.  Health, except the functions specified for the Provincial
Government.

XXXVII



Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

Agriculture & lIrrigation, except the functions specified for
the Provincial Government.

Rural Water Supply, Drainage and Sanitation.
Urban Water Supply and Sewerage.

Roads and Bridges, except inter-district and provincial
highways.

Farm to Market roads.

Solid Waste management, treatment and disposal
including landfill sites and recycling plants.

Transport and Urban Roads.

Informational Technology and Literacy.

Community Development.

Environment and Tourism Development / Recreation.
Village Electrification Programme (VEP) and Energy.

All schemes under the matching grant of the local
councils.

In addition to above, the City District Government may develop
and manage the following services through an integrated
development.

Water source development and management, storage,
treatment plants, and macro distribution.

Sewage, secondary and tertiary and network, treatment
plants, and disposal.

Storm water drainage network and disposal.

Flood protection and rapid response contingency plans.
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Vi.

Vii.

viii.

Natural disaster and civil defence planning.

Industrial and hospital hazardous and toxic waste
treatment and disposal.

Environment control, including control of air, water and
soil pollution in accordance with federal and provincial
laws and standards.

Master planning land use, zoning and classification.

Urban design and wurban renewal programme
promulgation of building rules and planning.

Parks, forests, play grounds, sporting and other
recreational facilities.

Identification / Formulation of the Projects:

The project should be identified by the Stakeholders,
Agencies / Departments concerned, strictly on the need
basis and within the over all economic framework as laid
down in the policies of the government.

The project should be drawn up on the relevant format
(PC-lI). The concept clearance or the proposal for
conducting survey and feasibility study should be on the
lines of an other format (PC-Il).

For the project in a new area, subject or a discipline
costing Rs. 50 million and above, the feasibility study is
mandatory.

For the feasibility study, appropriate technical experts
should be engaged with clear terms of reference (TORS).

The implementation schedule should be reflected in a Bar

Chart/Time Chart and be made part of the Project
Document.
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Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

The cost estimates should be based on the latest,
schedule of rates.

The Project Document should contain quantifiable
performance indicators.

The projects prepared under directive of any authority
should be started only after, prepared on a proper Project
Document and its approval from the competent forum.

Implementation/execution of development schemes and
incurring of expenditure shall be in accordance with the
PWD Code/Financial Rules of the Provincial Government
and instructions issued in this regard from time to time.

The schemes shall be identified and sponsored by the
EDO concerned based on the identification made by the
District officer concerned in line with the approved ADP
for the District and based on the selection criteria.

The Community involvement in terms of contribution as
well as ownership shall be ensured.

The Taluka Municipal Administration shall be responsible
for O&M.

The communities shall compete amongst themselves for
the schemes based on their feasibility, need, contribution
and ownership of the community in terms of O&M cost.

The project shall be prepared on prescribed formats of
PC-I/PC-Il by the District Officer concerned depending
upon the nature of the scheme.

The EDO concerned shall certify the project document

(PC-I/PC-Il) and furnish the copy of the same to all
members of the District Development Committee.
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XVi.

XVil.

XViii.

XiX.

XX.

XXi.

In case, the cost of the project / scheme is less than
Rs.1.00 million, the simplified PC-I Proforma, shall be
used.

The project document PC-l / PC-Il shall consist of all
necessary information required for appraisal and approval
of the project.

The project document / PC-I / PC-Il shall highlight and
indicate quality dimensions in the planning of the project
and shall undertake modular approach in the project
execution. The PC-I shall provide work breakup, sub-
units of the work and work packages. It shall provide
details of structures to be raised, specifications, materials
to be used, standards to meet and tests to be performed
etc. etc.

The project document shall also provide Time Dimensions
/ Action Plan/Work Plan for implementation.

The project shall be analyzed by the District Officer
(Planning) with a view to assess its technical viability,
financial feasibility and social requirement. During the
project analysis the District Planning agency shall look
into the imperatives and desirables to asses the
effectiveness of project. During the project assessment
the District Planning agency shall also evaluate the
alternatives available to the project requirements.

The sponsoring agencies shall ensure the geographical
distribution of the projects in addition to commitment of
the O&M funds on completion of the scheme by the
District Finance agency.

Processing of Development Schemes:

Schemes costing less than Rs. 1.00 million shall be
formulated on a simplified PC-I proforma. Schemes
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Vi.

Vii.

viii.

costing more than Rs. 1.00 million shall be formulated on
a PC-I proforma designed for the sector.

Rough cost estimates, designs, specifications, line plan,
work plan etc would be incorporated in the PC-I.

Office of District Officer (Planning) in collaboration with
Deputy District Officer shall appraise the proposal,
scrutinize the cost estimates and prepare a working paper
for consideration of the DDC.

The working paper shall be circulated along with the
notice of the meeting amongst all concerned members of
the DDC at least a week before the date of meeting.

The presence of permanent members shall be essential
for the District Development Committee.

A copy of the scheme finally approved by the DDC shall
be forwarded by the sponsoring agency in the District
Government to the Administrative, and P&D and Finance
Departments at provincial level for record.

Technical sanction shall be issued by the competent
authority after the issuance of administrative approval, as
per the financial rules.

The technical sanction of schemes shall be issued by the
Engineer concerned in the District Government within the
delegated powers.

The technical sanction of schemes over and above
sanctioning authority of the Engineer shall be referred to
the EDO/Chief Engineer of concerned Department or the
Officer so authorized by the DCO.

Following shall be the time schedule for development
activities / schemes.

« Identification of projects / schemes 15" August.
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Xi.

e Approval of schemes by DDC. 15" September

e |[ssuance of Technical Sanction & 30" September
Administrative Approval.

e Tendering / acceptance of Tenders 15" October
for allotment of work.

The works of development schemes shall not be
undertaken by the executing agency on Deposit works
basis, unless the funds are released.

Execution of Development Schemes:

Execution of Development Schemes of the District
Government shall strictly adhere to the Financial Rules of
the Province of Sindh, PWD Code and the Rules of
Business of the respective Department.

In the Urban towns, the concerned engineering wings of
urban councils shall be authorized to execute the works
provided;

e It shall exclusively be the responsibility of the
executing agencies that schemes, entrusted for
execution are completed during the stipulated time
period. The executing agencies shall be responsible
for the lapse of funds, if any.

e The District Government shall not get involved in
execution of any scheme or its portion.

e Environmental Impact Assessment (EIA) shall be
undertaken and NOC from EPA shall be obtained for
the development schemes, in accordance with the
Pakistan Environmental Assessment Procedures /
guidelines.

e Security, deposited by the contractor shall only be
released after audit of the concerned project /
completion of the maintenance period, as per the rules.
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e The responsibility for getting the audit undertaken from
the Pakistan Audit Department shall rest with the
District Government / DCO / EDO concerned.

Monitoring Progress of Development Schemes:

Respective executing agencies shall be responsible for
execution/implementation of the development scheme(s)
as per parameters of the approved PC-Is and provisions
of the Financial Rules and instructions issued by the
Government, from time to time.

Payment to contractors etc. on account of running
bills/final payments shall be made strictly in accordance
with the relevant prescribed procedure peculiar to the
respective executing agencies. Each payment shall be
subject to pre-audit, as prescribed, besides maintaining
detailed record of accounts and other relevant public
documents.

The District Review Committee headed by Nazim / DCO
shall review the progress of all schemes included in the
ADP, implemented by the District Government and
sponsored by Local Councils. The Committee shall take
necessary steps to remove bottlenecks and ensure
transparent and expeditious implementation of the
development projects.

Sector / grant-wise details of schemes indicating
allocations and expenditure would be communicated by
the respective EDOs to the DO (Planning) for inclusion in
the annual, revised or supplementary budget.

A monthly progress report containing scheme-wise
expenditure and physical achievements shall be furnished
by each District Officer( Planning ) to the respective
District Co-ordination Officer and the provincial P&D
Department on the prescribed proforma by 10" of each
succeeding month.
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Vii.

viii.

Xi.

Xii.

The District Officer (Planning) shall hold quarterly reviews
and annual review to monitor , progress of the schemes
and the results of such review, shall be submitted to the
DCO and the provincial government for information.

Monitoring of the projects shall also be made by the
community monitoring teams, elected representatives,
district planning department as internal monitoring and
the provincial Planning and Development department, as
external monitoring.

The Nazim / DCO shall visit at least 30% of the schemes
in the district in a month, being funded through District
ADP / Funds, while the EDO / DO (Planning) concerned
shall visit 50% of the schemes in the district in the sector
funded from District ADP / Funds.

The district heads of all nation building departments shall
be bound to furnish financial / physical progress of
schemes regularly on monthly basis, to the DO (Planning)
to prepare Working Papers for the periodic review
meetings to be chaired by Nazim / DCO concerned.

The District Officer (Planning) shall visit randomly, major
development schemes and prepare inspection reports.
The inspection reports shall be discussed in the periodic
review meetings. A copy of such reports shall invariably
be sent to the Provincial P&D Department for reference
and record.

Third party validation shall also be undertaken wherever
required.

A suitable accounting / auditing staff shall be attached
with the DCO for maintaining the accounting record and
also undertaking audit checks, before releasing each
amount / transaction to the executing agency / expending
entity.
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74. Criteria for Selection of Sites / Schemes to be funded from
District ADP:

Elementary Education: Opening of New Primary
Schools for Boys & Girls.

a. Population of the abadi should not be less than 500.

b. No Girls Primary School should exist with in the
radius of one K.M and Boys Primary School within
the radius of 1.5 K.M.

C. Plot shall be provided by community free of cost.

Up gradation of Primary School to Middle School
level.

a. Primary School selected for up gradation must have
at least one acre of land i.e. 4840 sq yards for
additional class rooms.

b.  The School should have the minimum enrolment of
40 students per class specially in class V.

C. Enrolment of at least 40 students in class V in
nearby primary schools.
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d.

I1l. Basic Health Units:

No other school is available within a radius of 5

K.M.

The following criteria shall be followed while selecting a

village for locating basic health units.

No. of Points

a. Population of a village.

b. Distance from the existing health facility.

More than 5000 persons.
3000 — 5000 persons.
1000 — 3000 persons.

5 miles or more

2 to 4 miles.

Less than 2 miles

Village having already some
health facility.

c. Land availability.

Free of cost land located on a
suitable place i.e. on the road
and close to the village.

Free of cost land but is away

from the road.

Suitable land where purchase
is involved.

d. Village Electrification.
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When site has a power supply line at
a distance of 2000 meters or less.
When site has a distance between
2000 — 5000 meters.

e. Availability of water supply facilities.

Where underground sweet water

is available.

Where underground brackish water
is available but canal passes nearby
the village.

Where water is available at quite a
long distance.

f. Availability of road facilities.

When the village is connected with
a black — topped road.

When the village is connected with
a Kacha link road.

When the village has no road
connection but a Path is a available.

g. Availability of Educational facilities.

Village with a primary school

Village with no primary school, but
there is a Mosque or Mohalla school.
Village with no school facilities.

Rural Health Centers:

a.

The following guidelines may be kept in view in selecting sites for Rural Health Centers.

No. of Points.

More than 10,000 persons.
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Between 5000 — 10,000 persons. 5
Less than 5000 persons. 3

Distance from the Taluka Headquarter Hospital/
Other Rural Health Centre.

e More than 15 K.M. 10
e Upto15 KM

Land availability.

¢ Availability of free land located 10
on the road and near the village

¢ Availability of free land not on the 5
road but near the village

e Where purchase of suitable land 5
is desirable.

Availability Electrification.

e When site has a power supply line 10
at a distance of 2000 meters.

e \When site has a distance between 5
2000 — 5000 meters.
e More than 5000 meters. 2

Availability of drinking water.

e Where underground sweet water 10
is available.

o Where brackish water is available 5
but canal water can be used.

e Where no water is available near by. 2

Availability of communication facilities.
e When the village town is connected 10

with a black-topped road or rail.
e \When no road or rail connectionis 0
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available.
g. Availability of Educational facilities.

Village with a High school. 10
Village with a Middle school. )
Village with a Primary school. 3

0

Village with no education facilities.

- Allotment of points for various locations should be made
by the site selection body as per the above guide lines
which should be added up for fixing priorities.

- Selection should be based on the points allocated to
various sites i.e. villages earning highest score should
receive top-priority.

Urban water supply and sewerage.
a. Eligibility

I Population as in 1998 census would serve as the
eligibility criterion. The cities / towns with larger
population will be accorded priority.

. The existing population facing acute shortage of
water and area of an urban city are to be fully
catered for on the design of tube wells and
distribution. The maximum daily demand shall be
taken as 1.25 times the average daily demand @ 30
Gallons per capita per day and shall be utilized for
the design of filtration plant and feeder mains. The
maximum hourly demand shall be taken as 2.5
times the average hourly demand.

b. Financial Position of Municipality.
Municipalities with sound financial position and

appropriate water tariff recovery structure shall be
assigned priority. Financial soundness shall be judged
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VL.

from the surplus budgetary position. In such case the
ability of the municipality to pay its contributory share be
kept view.

Selection of Schemes,

For the selection of schemes, priority shall be fixed in the
following order:-

e Cities / Towns with brackish underground water.

e Arid / Barani / Scarce water areas.

e Sweet Water Zone.

Supplied with piped water. For example, in selecting
schemes of cities in the same population range, the cities
which have piped water supplies shall get preference.
Operation and Maintenance.

The Municipalities / Talukas having better financial and

technical ability to maintain and operate the schemes
shall be given preference.

Rural Water Supply / Drainage.

The following guidelines shall be followed for the selection of
village for provision of Rural Water Supply / Drainage facilities.

Need (Maximum 10 points)

(Choose one relevant score)

e There is no potable water 10 points.
source in the village and the

under ground water is brackish.

e There is no potable water 7 points.
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source in the village.

e There is no potable water 5 points.
source in the village but is
available to less than half of
the population.

e The village has drinking water 2 points.
supply but it has failed or
provides a low level of service.

b.  Willingness (25 points)

The community has understood / agreed to sign an
affidavit that it agrees to take over, manage, operate,
repair and maintain the scheme after completion. The
affidavit is signed by a minimum of 20 elders / notables of
the community and countersigned by the councilor of the
area. The affidavit explicitly states that the community is
willing to pay for all costs after taking over the schemes.
A plan for permissible as prescribed in the agreement.

C. Organization (Max 5 points).

(Score each point & additional).

e The Community Based Organization 1point
(CBO) is representative having
members from all sections of
the community.

e CBO is democratic, regular 1point
elections are held in which members
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elect the executive body and office

bearers.

e CBO is democratic, regular meetings, 1point
document decisions and keep financial
records.

e CBO is registered with the Social 1point

Welfare Department.

e The community is willing to form a 1point
CBO if it does not already exist.

d.  Appropriate Technology (Max 5 points).
The feasible technology options, service levels and costs
will be estimated and presented to the community to
make its choice. A higher score will be given to proposed
schemes having appropriate technology.

e. Sanitation (Max 5 points).

(Choose one relevant score).

e There are adequate sanitation 5 points
facilities in the village.

e There are sanitation facilities 3 points
in the village but are not adequate.

e There are no sanitation facilities 2 points
in the village.
VII. Farm to Market Roads.

a. The proposed road projects should link one more village
to;
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VIII.

IX.

e An existing highway.
¢ An existing all weather District Council Road.
¢ A market town or administrative center.

b. The proposed road project should connect an existing all-
weather District Council road and to;
e An existing highway.
e Another existing District Council Road.

C. The closest existing road parallel to the proposed project
should be at least 3 KMs away.

d. The length of a road shall not be less than 01 KM and
more than 5 KMs.

e. The proposed road project should lie wholly solely within
a rural area, as defined by the 1998 population census.

f. The proposed project should be completed within 18-24
months.

g. A kacha path / road should be available for the proposed
road project.

h. In case of hilly terrain, shingle roads can be constructed.

Rural Roads.

Rating factor shall be vetted.

Rural Electrification.

LIV
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Important Tips:

A.

Criteria and guidelines approved by the Government and
instructions issued from time to time, shall be adhered to
strictly in implementation of rural electrification programme.

The projects included in the Annual Development
Programme along with the financial allocation
should be processed for approval early, enabling
their prompt execution.

As the projects suffer due to insufficient provision of
funds, it is advisable that financial phasing be linked
with implementation schedule of the project. Only
those projects should be taken up, for which funding
is assured.

The proposal for approval should clearly indicate
the physical and financial phasing.

The District Development Committee shall not
approve schemes, not included in the ADP and / or
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Vii.

viii.

Xi.

the schemes within the Provincial Governments
preview as per SLG Ordinance August, 2001.

The District Development Committee shall not
approve schemes requiring foreign exchange /
foreign assistance. The DDC may consider / clear
and recommend such schemes for consideration of
the PDWP.

Schemes to be approved for funding from the ADPs
may involve creation of any new post and/or other
recurring liability. In such schemes prior approval of
the competent authority shall be obtained before
consideration by the District Development
Committee.

The District Development Committee is not
competent to approve any scheme based on
subsidy /foreign aid.

Incurring of expenditure by the District Government
before approval of development scheme by the
competent forum would be a serious financial
irregularity.  Similarly expenditure on items not
specified in the approved PC-| shall be a serious
financial irregularity, as well.

The District Government shall not allocate funds to
any new scheme unless the annual requirement of
ongoing schemes is met out.

No scheme shall be taken up in parts.
District Development Committee shall not approve,

any work of non-developmental nature under
District Development Funds.

Procedure for consideration/approval of a development
scheme by the District Development Committee.
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Vi.

Vii.

viii.

The schemes shall be submitted by the EDO of the
respective Department at District level to the
planning and development wing for appraisal,
scrutiny etc.

The planning and development wing shall make the
assessment of the data, assumptions made in the
project document, methodology adopted, review the
cost estimates, financing plan and carry out
financial, social and economic analysis of the
schemes.

The technical analysis of the schemes shall be
carried out to ensure that the project is technically
viable.

The planning and development wing shall convene
the pre DDC meeting of the sponsor and finance to
sort out issues, if any and necessary.

The planning and development wing shall prepare
the working paper for the meeting with
recommendations as to feasibility of the project or
otherwise.

The sponsor shall attempt to satisfy the participants
of the DDC meeting by answering the concerns /
providing the relevant information.

The DDC shall consider the project on merit and
after due deliberations shall approve or defer or
reject the project.

The decisions of the DDC shall be final.
The planning and development wing shall record
the minutes of the meeting and circulate the same

to the members of the DDC after approval by the
chairman.
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Xi.

The conditional approval by DDC shall require
issuance of development advice by planning and
development wing on compliance of conditions by
the sponsoring agency.

The DDC shall be empowered to consider the
revised scheme with in its competence.

Post approval procedure for development schemes.

After the minutes of the DDC meeting /
development advice have been issued, the
sponsoring agency shall move the District Finance
Department at the District level for authentication of
Administrative Approval of the scheme.

The technical sanction of the scheme shall be
issued by the engineer concerned in the District
Government within the delegated powers.

The schemes requiring technical sanctions over and
above the competence of district engineers shall be
referred to the EDO / Chief Engineer of the
concerned department or the officer so authorized
by the DCO.

Re-appropriation of funds:

No re-appropriation shall be made from funds of
one Grant to another.

No re-appropriation shall be made from the funds
allocated for a particular financial year after the
expiry of that financial year.

Re-appropriation shall not be made between funds
authorized for expenditure charged upon the
Provincial  Consolidated Fund and other
expenditure.
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Vi.

Vil.

viii.

Re-appropriation shall not be made to meet
expenditure for a purpose, the allocation for which
was specifically reduced or refused by the
competent authority.

No re-appropriation shall be made to or from Basic
pay of Officers and Basic Pay of Staff.

No re-appropriation shall be made from a unit with
intention of restoring the diverted appropriation to
that unit ,when savings become available under
other units, later in the financial year.

In the case of expenditure on works:

e No re-appropriation shall be made from or to the

units “Major Works”, “Minor Works and Repairs”
or “Maintenance and Repairs”.

e No re-appropriation shall be made from the
allocation for a new original major work to any
other work or item or vice versa.

Re-appropriation can be made from an original
major work in progress only to work or works of the
same category.

In the case of development schemes:

a. Re-appropriation shall be made except for the
un- approved schemes.

b. The approved cost of the scheme shall not be
exceeded, through re-appropriation by more than
the permissible limit.

c. No provincial funds shall be re-appropriated to
the schemes funded from District resources.
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Xi.

d. No re-appropriation shall be made from ADP
schemes to the non-ADP / un-funded schemes.

No re-appropriation shall be made out of the
budgetary allocations under “Electricity, POL, Gas
and Telephone Charges”, Rates & Taxes without
the prior approval of the Finance Department /
EDO.

No re- appropriation shall be made form the on-
going schemes planned for completion during the
year.

Allocation of funds, maintenance of record and operation
of PLA.

The P&D wing in the District Government shall
allocate year-wise, district-wise funds for execution
of development schemes.

The funds for the execution of the schemes shall be
placed at the disposal of the respective executing
agency on specific request as per the approved
estimates, in the form of a withdrawal application,
signed by a designated functionary. A list of
functionaries designated for the purpose would be
provided to the District Government by the
concerned Administrative Department for further
circulation to the EDOs in the District.

Funds shall not be released for un-approved
schemes unless these are administratively
approved.

iv. a) A personal Ledger Account if necessary, shall be

sanctioned by the Finance Department in the name
of the DCO or EDO concerned. Funds shall be
placed in the PLA and operated as per the financial
rules. The funds in the PLA would lapse on the 30™
June of each financial year in the cash account of
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the District Government concerned and revalidated
with the approval of the Provincial Finance
Department.

b) Development funds shall be kept in the State Bank
of Pakistan or Treasury and shall be operated in the
prescribed manner through the concerned District
Accounts Officer.

V. In order to monitor transfer of funds out of PLA to
the executing agency, a detailed record of each
scheme shall be maintained by the EDO Finance
and Planning / DCO as the ease may be, in the
following format. Separate pages may be set apart
for each scheme.

(Rs. in million)
Sr. Name of | Estd. Comp. Date of | Approval Date of Release | Remarks.
No. | Schemes | Cost Time / approval | condition | issuance | of funds/
period of by DDC if any of AA transfer
implementa of funds
tion with
cheque
No. &
date
1 2 3 4 5 6 7 8 9

76.

Guidelines laid down in the Sindh Local Government Ordinance (S.L.G.0-2001):

In addition to above, district governments will follow the
guidelines laid down in the Sindh Local Government Ordinance
as under:-

I. Zila Nazim shall provide vision for the district-wide
development, leadership and direction for efficient
functioning of the district government.

i. Zila Mushavirat Committee shall crystallize vision for
integrated development of the district.
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77.

Vi.

Vii.

viii.

Zila Mushavirat Committee shall prioritize and coordinate
inter-taluka development plans.

Zila Mushavirat Committee shall set directions for
realizing economic potential of the district.

There are definite linkages between the Union
Administration, Taluka Municipal Administration and
District Government through the elected representatives.
The Naib Nazims of the Union Administrations are the
members of the TMAs, whereas the Nazims of Union
Administrations are the members of the Zila Council.

Zila Nazim is the Chairman & Taluka Nazims are the
members of the Mushavirat Committee.

Funding plan shall be submitted to Zila Council for its
approval.

The CCBs are the Citizen, not the Political Boards,
registered with the District Governments. These CCBs
play an important role in the development activities at the
grass root level with a participating approach by making
contribution of 20% in the projects.

Implementation / Monitoring and Evaluation:

Institutional arrangements should be streamlined for
monthly, quarterly, and annual review of the development
portfolio.

Special meetings should be held to review major projects
with serious implementation issues.

In case of any irregularities, the system may be

streamlined for fixing the responsibility on the defaulters
in accordance with the rules and regulations.

LXII



78.

Vi.

Vil.

viii.

Xi.

Sponsoring agency should be asked to provide
information on  project implementation through
identification of the Project Director who may have full
administrative and financial powers and should be made
accountable for the lapses, if any.

The Project Director be allowed to continue during the
currency of the project.

The Project Director should maintain and submit regular
reviews/progress reports.

While implementing projects, the environmental aspects
should be adequately covered and reviewed.

A strong check should be exercised on time and cost
over-run. Accordingly, frequent revision of scope and
design of the project should be avoided / discouraged.

Acquisition of land where required, should be completed
within a minimum time.

The procedure laid down by the government relating to
procurement, should be strictly followed and adhered to.

Efficiency and honesty should be the criteria for recruiting
/ nominating officers for project implementation. However,
mal-administration, corruption, lapses and pilferage if any,
should be seriously investigated and dealt with.

The Development Agenda:

Rebuilding of the over all confidence and morale.

Revival of economy and restoration of investor’s
confidence.

Stabilization of law and order, speedy dispensation of
justice.
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iv.  De-politicization of state institutions.
v.  Devolution of power to the grass-root level.

vi.  Swift and across the board accountability.
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79. Financial Limits of Approval of Development Schemes:

ECNEC e Above Rs. 200 million

Central Development Working e Clearance of projects

Party (CDWP) costing Rs. 200 million
and above.

e Approval of projects of
Federal Ministries costing
upto Rs. 200 million.

Provincial Development Working e Approval of projects upto
Party (PDWP) Rs. 200 million.

e Clearance of projects
costing Rs. 200 million
and above for
consideration by CDWP.

Departmental Development e Approval of projects upto
Working Party (DDWP) Rs. 40 million.
District Development Committee e Approval of projects upto
(DDC) Rs. 20 million.

e Clearance of District
projects costing more than
Rs. 20 million for
consideration by PDWP.
Note:-

i. Scheme not reflected in the A.D.P, should not be
executed prior to the consent / approval accorded by
the competent authority on a summary, moved by the
sponsoring agency.

ii. Funds can be re-appropriated only after the above
has been complied with.
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80. Provincial Finance Commission Recommendations
Regarding Distribution of Resources

A. Current Revenue Expenditure:

1. The Provincial share in the net proceeds of the divisible pool for the current revenue
expenditures has been fixed at 60%, with the remainder 40% to represent the share of the
District Governments combined in the divisible pool.

2. The revenues from the divisible pool would be given to the District Governments on the basis

of following formula:-

Population: 50.0 %
Backwardness 17.5 %
Tax collection: 7.50 %
Transitional Transfer 25.0 %
Total 100.0 %
B. Development Expenditure:
1. 1% legitimate charge is to provide counterpart rupee to Foreign Aided Projects.
2. 5% from the remaining be set aside for compensating those District Governments, which
may get less Revenue through formula driven transfers.
3. Remaining may be distributed in the ratio of 30:70 between the Provincial based schemes
and District Governments respectively.
4. District Governments allocation may be distributed in the following manner:-
Population: 50.0 %
Backwardness: 30.0 %
Backlog of ongoing schemes: 10.0 %
Equal Share 10.0 %

(Note: Karachi will get 2.5 times higher than other District in equal share)
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C.

Khushal Pakistan Programme (K.P.P):

Population:

Backwardness:

81. Devolution and Development:

70.0 %

30.0 %

Service delivery, to ensure provision of quality services in
all sectors through government and non-government
functionaries.

District Governments to set their own priorities as per
requirements of the community.

District Governments may set up Minimum Standards for
provision of facilities particularly in social sectors.

82. BASIC DATA AND PROPOSED WEIGHTAGES USED FOR
ALLOCATIONS ACROSS DISTRICTS OF SINDH
District Population Index of Population | Backwardness Equal
Development Share/ Weightage Share/
Weightage Weightage
Karachi 9.802 100.00 32.7 2.48 6.25
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Hyderabad 2.841 62.12 9.5 5.36 6.25
Dadu 1.631 33.40 5.4 6.36 6.25
Thatta 1.100 8.89 3.7 7.33 6.25
Badin 1.108 10.21 3.7 7.21 6.25
Mirpurkhas 1.556 31.81 5.2 6.63 6.25
Sanghar 1.420 34.08 4.7 6.51 6.25
Tharparkar 0.907 1.00 3.0 7.60 6.25
Sukkur 0.878 45.58 2.9 5.84 6.25
Nawabshah 1.047 41.14 3.5 6.09 6.25
N. Feroz 1.065 30.34 3.6 6.08 6.25
Khairpur 1.515 26.77 5.1 6.31 6.25
Ghotki 0.952 33.92 3.2 6.82 6.25
Larkana 1.903 41.34 6.3 6.04 6.25
Shikarpur 0.866 28.40 2.9 6.47 6.25
Jacobabad 1.400 10.40 4.7 6.87 6.25
Total 29.991 539.40 100.0 100.00 100.00
83. Responsibilities of DCOs as Principal Development Officers:

Formulation/approval of development programme as per
procedure, within the priorities of the government,
resource availability and time — schedule.

Time
Programme.

Schedule for

Preparation
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84.

Vi.

Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

Preparation of A.D.P as per the prescribed proforma.
Determination of intra-district priorities.

Publication of development budget reflecting there in
sector-wise list of schemes, with allocation of funds under
Revenue and Capital heads, separately.

Appraisal of the development schemes before
consideration / approval by the District Development
Committee.

Supervising the implementation of development
programme.

Financial & physical monitoring and evaluation of
development programme.

Maintenance of development accounts to maintain
financial discipline and for accountability purposes..

Inter and Intra-sectoral re-appropriations (statements of
excesses and surrenders).

Preparation and submission of development schemes for
funding by the Province, Federation and Donors.

|dentification of the long-term growth perspective of the
district.

Formulation of emergency / crisis proposals to cope up
with sudden / major changes e.g. natural calamities or
Government’s new economic agenda.

Coordination of development activities through vertical
and horizontal linkages.

Specimen Proforma for preparation of Annual Development
Programme (A.D.P):
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85.

(Rupees in million)

General | Sector | Name of Location of the Status of
Serial Serial the Scheme the
No. No. Scheme Scheme
District | Taluka | Approved
or un-
approved
1 2 3 4 5 6
Estimated Cost
Foreign Expenditure Revised
Exchange Total Cost Upto 2003-04 | Allocation for
Component 2003-04
7 8 9 10
Allocation for 2004-05 Physical Progress
Foreign Up to | Expected
Capital | Revenue | Total Aid for June During
2004-05 2004 2004-05
with
source
11 12 13 14 15 16

An investment when ever and where ever made, always aims
at some targets/results/benefits. Unless the benefits justify the
cost, investment need not be made. Normally the benefits can
be easily quantified and at times, contrary is the case. While
preparing development projects and estimating the
cost/investment, among others, the justification for under-taking
the project, also takes into account the benefits likely to accrue
on its completion.
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86.

87.

For the purposes of estimation of benefits, to ascertain the
economic viability of the project due to changes in the
investment components, scope, over run in the cost and
implementation period, various economic scenarios are
computed viz.
a) Benefit: Cost Ratio
b)  Net Present Worth
c) Internal Rate of Return
Steps to be taken for computation of the above are as under;
a) Benefit: Cost ratio:

I Enter all yearly projects costs, capital, operation and

maintenance in relevant columns and add to reach

gross costs for each year.

i Select a rate of discount. This rate is usually, linked
with current opportunity cost of capital.

iii.  Take out discount tables and enter the factors (DF)
of the selected discount rate for each year of the
project life.

iv.  Multiply the total cost of the year with the D.F for
that year.

V. Enter the value against that year under the present
worth column.

V. Enter the net benefits against the year in which they
accrue.

vi.  Multiply the yearly benefits with the discount factor
of the year.
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b)

Vil.

viii.

Xi.

Xii.

Xiii.

Enter the resultant value against each year under
the present worth column.

Carry out the calculations for the anticipated life of
the project.

Add salvage value if any, after the last year of the
project under the column of net benefits.

Note that the salvage value occurs in the last year,
it may be better shown separately. Multiply, it be
the D.F of the last year of the project (not an extra
year). and enter its present worth. (The salvage
value is the remainder of the capital, investment,
building, machinery etc. by the end of the project).

Make additions vertically.
Take the total discounted benefits (present worth of
benefits and divide it by the total of discounted costs

present worth of costs).

Answer will be the benefit-cost ratio.

Net Present Worth:

Enter all yearly project costs capital operation and
maintenance/cost in relevant columns and add to
each the total cost for each year.

Enter yearly value of net benefits (gross value of
production minus cost of production) against years
in which they occur.

Arrive at incremental net benefits or cash flow that
is; deduct total costs of each year from net benefits
of that year. For the initial investment period when
no benefits are accruing, the incremental net
benefits will be negative.
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Vi.

Vii.

viii.

Xi.

Select rate of discount based on the opportunity
cost of capital.

Take out discount tables and enter the discount
factor of the selected discount rate for each year of
the project life.

Multiply the incremental net benefits of the year with
the discount factor for that year.

Enter the derived value against each year under the
present worth column (Note in the initial years the
present worth will be negative, and later it will turn
positive). It is advisable to use negative and
positive notations for the anticipated life of the
project.

Carry out the calculations for the anticipated life of
the project.

After you have made the calculations for the last
year of the project, enter the salvage value, if any,
under the column of incremental net benefits.
Multiply it by the discount factor of the last year and
enter the present worth at the end of the column of
present worth.

Make additions vertically.

Total of the last column (present worth), either
positive or negative will give the net present worth.

Internal Rate of Return:
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Vi.

Vii.

viii.

Enter yearly project costs: capital operation and
maintenance costs and add them year-wise to make
a column of total costs.

Enter total value of net benefits for each year.

Arrive at the incremental benefits or cash flow
(Follow step 3 of NPW).

Select two discount rates preferably with a spread
of percentage points.

Enter the discount factors of low discount rate, and
multiply the incremental benefits of each year with
the discount factor for the year and enter the figures
under the present worth column for that discount
rate.

Enter the discount factor of higher discount rate and
multiply the incremental benefits of each year with
the discount factor for that year and enter the
figures the present worth column for that discount
rate.

Add vertically the columns of the present worth of
both discount rates.

One should total as positive but nearest to zero and
the other should total as negative, again nearest to
zero, or we may say where difference between the
two is the narrowest. If the resultant value of any
discount rate is sufficiently away from zero. Select
another discount rate and follow either step 5 or 6
as the case may be. For example, if the resultant
negative value is further away from zero, use a
lower discount rate. The object is to reduce the
margin of difference between the two values to a
minimum, both values being as near zero as
possible. Note that a spread of 5 percentage points
was the first step, you should not stop at that and
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Note:

Xi.

Xil.

compute the IRR. That may give a wrong result.
Within that spread go on reducing the gap.

Once the desired values at lower and higher
discount rates have been obtained, interpolate
between these two present worth with the help of
the formula mentioned earlier.

Add the two values ignoring the signs attached to
them.

Round off the rate of return to the nearest whole
percentage point.

Compare IRR with the opportunity cost of capital to
determine the viability of the project as already
explained.

lllustrations for computation of the above values,
compounding, discounting and annuity factors
tables are given at the Annexure — Il
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88.

PART Il

STANDARDIZED YARDSTICKS / CRITERIA FOR
PREPARATION OF DEVELOPMENT SCHEMES UNDER

VARIOUS PROGRAMMES

General Guide Lines

Khush-hal-Pakistan Programme:

Generation of economic activity and employment at
the district level is the focus of this programme.

The guidelines in vogue for identification, execution
and monitoring of projects by the District
Development Committees are also applicable to the
schemes of Khushhal Pakistan Programme (KPP).

The Programme is under implementation through
the District Government (or Taluka Municipal
Administration) in  close cooperation and
coordination with the Citizen Community Boards
(CCBs).

Local participation has to be ensured at all stages in
such a way that the beneficiaries are fully involved
in the projects / schemes and own them after
execution for the purposes of sustainability as well.

Locals have to be given preference for employment
as skilled and unskilled labour in the projects /
schemes so that economic spin-offs from the
projects / scheme(s) also accrue to them.
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District Nazim, District Coordination Officers and
Executive District Officer, Finance & Planning shall
be responsible for implementation of the guidelines.

Drought Emergency Relief Assistance (DERA):

Eligible Sectors for DERA

Rural Water Supply - Rehabilitation.
Water Management.

Agriculture & Livestock.

Roads.

Health Care.

Community Support.

Criteria for Selection of Schemes

Individual schemes should cost less than Rs. 30.00
million and have a construction period of one year
or shorter.

Sub-projects in excess of Rs. 12.00 million will
require environmental clearance. Moveover
environmental assessments for any proposed
reservoirs or dams in excess of 15 meters in height
or at a cost in excess of Rs. 6.00 million will be
subject to review and clearance.

Labour - intensive rehabilitation and / or
construction of district roads up to 3.7 meters in
width to provide linkage to isolated communities.

Construction of new roads should be limited up to 5
kilometers in length and Rs. 20.00 million cost.

Rehabilitation of existing district roads is limited to

Rs. 20.00 million in total costs, but there will be no
limit on road length.
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e The existing technical specifications of roads will be
used.

M.P.As Schemes:
a) An allocation of Rs. 5.00 million per year.
b)  Funds can be given to;

- On going schemes included in the A.D.P.

- Abandoned schemes which were earlier
initiated on the recommendations of
elected representatives but were phased
out due to financial constraints.

C) Funds can be utilized for;

- Village Electrification Programme (V.E.P).

- Provision of Sui Gas to the Towns &
Villages.

- Construction of buildings for shelter-less
schools only.

- Addition of class rooms in the existing
functioning Primary / Secondary schools.

- School furniture.
- Reconditioning of roads.

- Water supply and Sanitation including
rehabilitation.

- Equipment and machinery for hospitals.
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d)  The procedure for expeditious implementation of the
programme, is as under:-

PC-Is are to be prepared for the schemes
proposed by the MPAs. It may preferably be
one PC-| for each MPA, in case; it does not
create procedural difficulties.

The schemes should be within the areas
already defined.

The proposed scheme’s cost should not
exceed Rs. 5.00 million for each MPA.

Schemes identified by concerned MPA need
to be approved by the District Development
Committee (DDC) / Departmental
Development Working Party (DDWP), as the
case may be.

To facilitate the release of funds, one set of
PC-Is, minutes of DDC / DDWP meeting and
Administrative Approval (AA),along with a
request, may be furnished to the Planning &
Development Department and one set be
endorsed to the Finance and Cooperation
Department.

Funds will be released to the implementing
agency l.e. Provincial Government
Department or City / District Government
concerned.

Being the development programme, monthly

and quarterly progress reports will be
required.
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e The cost of the scheme(s) once approved by
the respective forum and an Administrative
Approval issued, would be final. No revision
and / or extension in the implementation
period will be admissible.

e Advertisement costs through newspapers for
award of works etc: will be charged to the
scheme and included in its cost.

¢ No liabilities will be generated.
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89.

PART - IV

Proforma for Preparation and Monitoring of the
Development Schemes

At present there are 15 PC-I forms (prepared by the Planning
Commission of Pakistan) in vogue, for various sectors / sub-
sectors. The requirements of all of them are, by and large,
identical. It is necessary that information in respect of each of
them is provided on the basis of factual data. Minor schemes,
irrespective of sector, estimated to cost upto Rs. 1.00 million
should be prepared on the proforma for low cost schemes.

Preparation of the project on the PC-l proforma is the pivotal
phase of the project cycle. The maxim ‘well begun is half done’
is most appropriate for completing this phase. The Sponsoring
Agency should be given or give itself adequate time to prepare
a project. The time taken in the examination of a project would
be in inverse proportion to the time taken in its preparation.
Thanks to the effort, the project would in fact lend itself to
smoother and speedier implementation. A hurriedly prepared
project, on the contrary, would run a difficult course throughout
the project period and be afflicted with time and cost overrun
and may ultimately prove to be counter-productive.

A project estimated to cost more than Rs:50 million should
invariably be supported with a feasibility study, survey ,
investigation and a market survey report etc.

The National Economic Council in its meeting held on July 4,
1988 had decided that the implementation schedule should be
based on a Bar Chart / PERT / CPM. This decision of the NEC
needs to be followed strictly by the sponsoring agencies, while
preparing the project on the PC-l. This is essential for the
proper physical and financial phasing of the project.

LXXXI



Following is the list of various sectors where separate PC-I
formats are used:

Agriculture Extension

Agriculture Production

Culture, Sports, Tourism, Youth and Mass Media
Education, Training & Manpower

Energy (Sub Sector- Fuel)

Energy (Sub Sector- Power)

Health, Family Planning and Social Welfare
Housing, Government Buildings & Town Planning
Industries

10. Irrigation, Drainage and Flood Control

11. Research

12. Tele-Communication

13. Transport & Communication

14. Water supply and Sewerage

15. Low Cost PC-I Proforma

OCO®NOORWN =
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PC-l FORM

GOVERNMENT OF PAKISTAN

PLANNING COMMISSION

PROFORMA FOR DEVELOPMENT PROJECTS

(5111 (o) )
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PART ‘A’

PROJECT DIGEST

1. Name of Project.
2.  Authorities responsible for:
I Sponsoring
i. Execution
iii.  Operation and maintenance
3.  Time required for completion of project: (in months)

4. If the project is included in the Development Plan, specify
actual allocation, Plan, ADP, Other.

(Rs in million)

Total Amount already | Amount proposed | Balance
Provision Committed for this project available

5. Relation of the project with the objectives of the sector.
Indicate the contribution of the project, quantified if possible,
to the targets in the five-year Plan and the names of other
projects (whether sanctioned or under preparation), which
would form part of an integrated programme within the
sector.

(Rs. in million)
6. Capital Cost of Project:

Local Cost:

Foreign Exchange Component:
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Foreign exchange rate adjustment, if any, on the basis of
latest information:

Total:

7. Annual recurring expenditure after completion: (Rs. in
million).

a) Local
b) F.E.C

c) Total

8.  Obijectives of the project preferably in quantitative terms:

PREPARED BY (NAME AND DESIGNATION)
CHECKED BY (NAME AND DESIGNATION)
APPROVED BY (NAME AND DESIGNATION)
Dated:
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PART ‘B’

PROJECT DESCRIPTION AND FINANCING

9.  Location of Project (Attach map):

a) Give name of place and administrative district in
which the scheme will be located.

b) Indicate total area, which will be served.

C) Environmental Aspects: A detailed sector-wise list
of impacts be attached with the Proforma and the
agency in relevant sector should furnish information
in the PC-I on related aspects.

10. Existing Facilities:

a) Give information about public and private sector
institutions in the area, feeder institutions in the
area, if any, their staff, equipment and capacity of
the institutions. The information about public and
private sectors institutions should be given both for
the level of the programmes proposed by the
Project as well as for the lower level institutions
which will serve as feeder institutions for the project.

11. Description of the project:

a) Give brief history, proposed facilities and
justification of the project.

b) Give details of administrative structure for
implementing the project.

c) Give population of the area to be served, age
groups and income levels.
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d)

f)

9)
h)

Relationship with other programmes in the same
sector and in other sectors indicates whether
coordination with other sectors has been ensured.

Give important ratios for the sector and sub-sector
concerned and details of the existing and proposed
facilities.

The employment prospects of the persons to be
trained in terms of the present future demand.

Employment to be created by gender.

Detailed analysis of estimation of the likely
employment.

Give details of the benefits of the project, Indicate
availability of the required manpower.

12. Give date when capital expenditure estimates were
prepared: If prepared more than one year ago, confirm if
they are still valid.

13. Capital Cost:

Give breakdown of capital cost year-wise covering the whole
of the investment period, as indicated below:
(FEC at official rate of exchange)

| ltem | Total [IYear  |llYear |lllYear |IVYear |

ltem Local | FEC | Import | Total | Local | FEC | Total
Duties
1)  Cost of land.
2)  Cost of land development.
3) Roads internal and access.
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14.

4)

5)

6)

7)

8)

Administrative buildings.

I Cost of construction.
i. Equipment

iv.  Furniture

v.  Others

Service buildings.

I Cost of construction
. Equipment

iii.  Furniture

iv.  Others

Residential and other buildings

I Cost of construction
. Equipment

iii.  Furniture

iv.  Others

Transport (please also provide
a list of existing vehicles)

Other costs (e.g. cost of staff
and supplies).

Basis of cost estimates (Give full details).

LXXXVIII



a) Detailed financial statements both on cumulative
and incremental basis for all projects to clearly
identify the elements of subsidies / profits on
commercial lines should be part of every PC-l. The
financial statements should be prepared on
standard commercial formats.

b)  Exchange rate should be automatically adjusted on
the basis of latest information by Planning &
Development Division during project scrutiny.

c) A specific set of calculations showing O&M
expenditure as a consequence of project and its
means of financing.

15. Estimates of annual recurring expenditure after completion
of each phase of project: (Also indicate the source of
financing recurring expenditure)

Rs:in million
| Salaries of Staff | Fixed Cost | Variable Cost | Total Cost |

I Establishment

i. Ancillary staff

iii.  Supervisory and administrative staff

iv.  Consumable Sector (please specify)

V. Books and Journals

vi.  Contingent staff

vii.  Other contingencies e.g. electricity,
water postage efc.

viii. Rent and service charges

ix.  Other expenditure e.g. sports
and workshop supplies

X. POL charges

xi.  Repair and maintenance

16. Unit Cost for production of goods and service or output, e.g.
for educational institutions, the cost per student and how it
compares with cost in other institutions.
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17. In case of project for production of goods and services e.g.
production of textbooks, give expected income statement
(Profit and Loss accounts) for ten years or until normal
capacity is reached. (Rate of depreciation and salvage
value of property should be given). Also give amount of
subsidy with source, if any.

18. Annual phasing of physical work and financial requirements
for the project: (Attach Bar Diagrams if prepared).

(Rs. in million)
Physical Works ltem % Year Finance Requirements
Local | FEC | Total

19. |. Foreign exchange expenditure

(Rs. in million)
| Year | Material | Consultants | Others | Total |

1.
2.

[I. Risk Analysis: This should cover detailed risk analysis for the
following:

a) Changes in assumption in financial and economic
analysis such as discount rates, implementation times,
increases / decreases of costs etc.

b) An analysis of the risk involved in implementation
period i.e. a detailed review of the project cycle and
likely events, which may delay the project, and means
of addressing those delays.

20.
a) Likely sources and amount of foreign exchange cost of
the project.
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b)  Present position regarding availability, commitment or
negotiations.

21. Indicate sources and amount of rupee components of
Project:

(Rs. in million)

Source Amount for Capital | Amount for
Expenditure Recurring
Expenditure

a) Government sources:

Please specify, Federal &
Provincial)

I Grant

i. Loan

iii.  Investment

iv.  Direct Govt. Expenditure
b) Sponsoring Agency’s own funds
c) Private Investment
d) Local body services, if any
e) Non-Government borrowing

f) Community contribution

g) Other sources (e.g Recoveries)

Total
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22.

23.

b)

Results of the Project:

Vi.

Direct benefits: Number of persons served.

Indirect and other benefits: Contribution towards
specific targets / social objectives.

Efforts being made in the project for skills
development.

Specific facilities (such as schools, roads, water
hospitals etc.), which will become available to the
people in the project localities.

Other socio economic benefits / disadvantages which
are likely to accrue as a result of the project.

Approximate number and categories of job opportunities likely to be

created indirectly as a result of the project:

Implementation

Operation of Project

Economic life of project components

Buildings
Equipment
Books

Others
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PART ‘C’

PROJECT REQUIREMENTS

24. |. Detailed list of Technicians and professionals required for
implementation of the project:
a) Manpower with breakdown by sex:
Sr. |ltem For Execution For Operation
No Male | Female | Total | Male | Female | Total
1. Professional and Technical
2. Administrative, Executive
and Managerial.
3. Clerical
4. Sales
5. Service
6. Skilled
7. Unskilled
8. Others
b)  Detailed list of skills required for implementation of
the project.
c) Likely shortage of manpower by occupation.
d) Efforts being made in the project for skill
development.
e) Steps to be taken to assure availability of

f)

manpower.
Approximate number of persons required to be

trained per year (locally and abroad) the kind of
skills to be learnt.
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25.

g)

Give total capital outlay; give the capital cost of
mobilizing one worker for one shift.

Physical and other facilities required for project:

Item Total | To be To be
provided provided
from the from the
project itself | public utility

a) Access roads

b) Power supply

c) Water and other utilities
d) Technical facilities by type
e) Housing by type

f) Others

26.

If any, Civil Works of any kind including Building, Housing,
Town Planning, and Water supply and Sewerage activities
included in the Project? If yes, provide the following
information:

Total covered area of the Building (basis for
determining the Space requirements) along with Line-
plans, Number of stories etc.

If Houses provided, their number and categories along
with covered area and line-Plans.

Size of the Plot, on which a Building / Houses are to
be, constructed viz. the percentage of open and
constructed area.

Give description of already completed or under
construction Building / Houses viz. the new proposed
construction.

Existing Water-Supply and Sewerage arrangement in
the area as well as for the present project.
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27. Materials, Supplies and Equipment requirement:

vi.  Unit-cost supported by item-wise detailed estimates of
the Building / Houses, separately for Civil-works; Water
Supply and Sewerage; other Utilities including HVAC,

(if present); external development etc.

vii. Percentage of Contingencies, Departmental Charges
and Escalation based on Base-cost.

A.  Minimum total requirements for execution:

(To be completed only for major items costing more than
10% of the total cost).

(Fig:in Rs:)

ltems

Unit | Local

Foreign

Quantity

Rate
per
unit

Cost

Quantity

Rate
per
unit

Cost

Already
available
with
agency

1.

Material

Supplies and Spares
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Equipment and machinery

. i) a)  Construction (Provide the line
plans of buildings)

b)  Consumables

ii) Unit cost of construction

B. Materials, Spares and Supplies and equipment for
operation of project.
(Fig:in Rs:)
Local Foreign
Unit | Quantity | Unit Cost | Quantity | Unit Rate | Cost
Rate
Material
a)
b)
c)

Supplies and Spares

a)
b)

Equipment and machinery:

(Please provide the list of
equipment and machinery)
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28. In the case of imported materials and equipment for execution,
indicate:

a) Justification for imports
b)  Proposed Source / sources of supply.

29. Beneficiaries participation
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1.

Annexure PC-I

(THIS PART SHOULD BE FILLED UP ONLY

FOR REVISED SCHEMES)

Comparative cost estimate of the last sanctioned and revised

schemes:

(Rs. in million)

Last sanctioned Project

Revised Project

Local

Foreign
Exchange

Total

Local

Foreign
Exchange

Total

2.
ltems

a)
b)
C)
d)
e)
f)
g)
h)

Give reasons for the revision in cost estimate.

Reasons for Revision
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3. Total expenditure incurred so far:

(Rs. in million)

Expenditure

Local

| Foreign

| Total

4.  Progress of work

ltems

As per schedule last
sanctioned of Government

Actual

achieved

Reasons for
delay

5. Project History

(Rs:in million)

Revisions

Date

Planned
Cost period of
Local | FEC | Total | completion

in months

Reasons
for

Original
Sanctioned Cost

revision

Local

FEC

Total
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PC-lIl FORM

SURVEY AND FEASIBILITY STUDY

Name by which survey will be identified
Administrative authorities responsible for:

I Sponsoring
i. Execution

Central Ministry concerned with:

I Sponsoring
. Execution

Details of survey / Feasibility study:
a)  General Description
b)  Justification

c) Month of commencement and completion (give detail of

phasing).
d) Estimated Cost Local Foreign Total(Rs: in mill:)
Year
1.
2.
e) i) Personnel required:
Category No. Pakistan Foreign
Personnel Personnel

i) Give period of contract for local and foreign
consultants and term of their appointment.



f)

Mode of financing: (Give budget provision). If Foreign
exchange expenditure is involved indicate whether a firm
commitment is available.

Details of scheme likely to be submitted after survey: (Give
information wherever possible)

a)
b)

c)

d)

f)

g)

General description

Location

Estimated Cost Local Foreign  Total
Year

1.

2.

3.

Benefits of project (Economic financial and non-
quantifiable).

Probable mode of financing

Number of persons likely to be employed during
implementation of scheme and after completion

Category Local Foreign
No. Personnel Personnel

Materials and parts required yearly after completion of
project.

(Local costs and Foreign costs).

Signature and designation of Officer
Sponsoring the Project

CI



INSTRUCTIONS FOR FILLING UP PC-ll FORM

1, 2 and 3 No comments necessary.

4.

a)

b)

d)

Provide a general description of the aims, objectives and
coverage of the Survey / Feasibility Study must also be
submitted. Indicate the present position regarding the
lining up of finances and manpower for the survey and
likely problems in this regard.

Provide a detailed justification for undertaking the Survey
| Feasibility Study. Indicate whether previous studies in
the field have been undertaken. A copy of such a study
should be enclosed.

Indicate approximate duration of study and proposed
months of commencement and completion of the study.
The phasing for major items should be given in the form
of a table or a bar chart.

Indicate cost estimate of the study broken down between
local and foreign exchange expenditure. Indicate also
date on which cost estimates were prepared and the
basis of these estimates. Cost should be detailed
according to requirements of manpower, both local and
foreign, equipment, transport etc. Only the cost of Survey
and Feasibility Study should be included and no cost
pertaining to the main project which would later be
prepared on PC-| form should be included in the item.

) Indicate personnel requirement separately for local
and foreign personnel according to the following
categories. Professional and Technical: administrative,
executive and managerial, clerical, sales, services,
skilled, unskilled, others.

CII



f)

d)

f)

9)

i) Indicate the period of contract of both the local and
foreign consultants and the terms of their appointment.

Indicate the budget provision that exists or has been
requested for undertaking the proposed Survey /
Feasibility Study. If foreign exchange expenditure is
involved, indicate whether a firm commitment has been
made, or probable source of financing along with terms of
financing.

Provide, in as much detail as possible, the technical,
economic and financial aspects of alternative project that
are proposed to be undertaken after the Survey /
Feasibility Study has been completed.

Indicate the location or choice of locations that are being
considered for the proposed project(s).

Indicate approximate cost of the project(s) with a
breakdown of costs between local and foreign currency
expenditures and the years in which the expenditure will
be incurred.

Indicate probable benefits of the proposed project(s)
including the anticipated rate of return, and social
benefits. Item-wise non-quantifiable benefits as well.

Indicate probable mode of financing for both the local and
foreign currency requirements.

Classify personnel needs as in 4(e) above.

Indicate annual operating requirements of the project in
terms of materials, spare parts etc.
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PC-lll FORM (REVISED)

This form should be submitted in three weeks after the end of the
quarter

QUARTERLY REPORT

Progress Report for the quarter ending

1. Code Number of the Project: To be supplied by the
Planning Division.
2. Name of the Project
3. Financial Status:
a) Total approved cost of project.
b)  Expenditure up to the end of last year.
c) ADP Allocation for Current Year.
d) Funds released to the project during current quarter for
the year.
e) Expenditure up to the end of previous quarter.
f) Expenditure during the current quarter.
4.  Physical Status:
ltem | Total cost of | Physical work | Physical work | Physical | Physical | Physical work
of each item (in | involved on | up to the end | target for | work upto the end
work | figures in | each item in | of last year | the during of quarter as
million of | appropriate as physical | current the % of annual
rupees) physical measure year quarter physical target
measure
1 2 3 4 5 6 7
5.  Bottlenecks, hindering progress (Tick those applicable).

1.  Delay in release of funds.

2. Release of funds inadequate.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Non-availability of Foreign Exchange component.

Administrative difficulties due to shortage / transfer of
personnel.

Foreign experts not assigned.
Workers strikes.

Non-Selection of site.

Delay in preparation of detailed plans and estimates.
Delay in acquisition of land.

Delay in designing by architects.
Tender for works not received.
Approval of work tenders delayed.
Delay by contractor in starting work.
Contractor abandoned the work.
Machinery not available locally.
Delay in procurement of machinery.
Difficulty in procurement of materials.
Delay due to floods /rains.

Other Bottlenecks:

Inter departmental delays

Delay in water connection

Delay in electric connection

Delay in gas connection

Lack of Popular participation at community level
Lack of interest and initiative by community leaders
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Lack of locally mobilized funds

Other delays
Administrative status:

a) Has there been any change in the scope of design of
project? Yes/No

b) Is the PC-I form under revision? Yes/No

c) Indicate whether there were any changes in senior
management position? Yes/No

Number of personnel changed

Signature of Project Director

Project Director

Other Director level

Departmental Chief’s level

Telephonic Address

Telephone Number

CVI



PC-IV FORM

GOVERNMENT OF PAKISTAN

PLANNING COMMISSION

FORM FOR SUBMISSION OF COMPLETION REPORT

ON DEVELOPMENT PROJECTS

To be submitted on the physical completion of the projects regardless
of whether or not the accounts of the project have been closed.

1. Name of project

2. a)
b)
3 a)
b)
c)

Administrative authority responsible for

I. Sponsoring
ii. Execution
iii. Operation and maintenance
Central Ministry concerned with

i. Sponsoring
ii. Execution

Date of actual commencement of project
Date of actual completion of project

Period of completion of project as originally planned
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4. Project History

Cost (Rs: in million ) Period Remarks
Local F.E Total From To

a) Sanctioned Cost.
Actual Cost

b)  Financial phasing of project
(Rs: in million)

Year Phasing as per Actual Actual Actual Remarks
last revision ADP Amount Amount
Provision Released Utilized
Local |F.E Local |[F.E |Local |F.E
1.
2.
3.
4.
5.

c) Physical phasing of project

Year Major Work Planned Work Balance Remarks
Component as per PC-l Completed Work

I

ii.

iii.

iv.

V.

5. Have the accounts for the project been closed?
If not, what amount is still unaccounted for?
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6. Number of persons employed.

Category Planned Actual
Local Foreign Local Foreign

7.  Benefits as reworked on the basis of actual costs.
(Give details of expected changes in recurring cost and
benefits)

a) Profit/ Sale
b)  Benefit Cost Ratio
c) NPV
d) IRR
e) Cost per unit of service
f) Non-quantifiable benefits
8.  Specify any changes in scope or design of original scheme.

9.  Suggestions for planning and implementation of similar projects
in future.

a. Preparation of estimates
b. Implementation of project

i Prevention of delays
. Prevention of cost escalation

Other suggestions

Name and designation of
Reporting Officer

Dated:
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VI.

PC -V FORM

FORM FOR SUBMISSION OF ANNUAL REVIEW ON
DEVELOPMENT PROJECT

Serial No. of project:

Name of project:

Administrative Authorities:

a) Sponsoring Provincial Government / Central Department.
b)  Central Ministry concerned.

Executive organization:

a) Authority initiating Report.

b)  Officials in charge or project.

Date of completion of project:

Review of cost: (Rs. in million).

a) Any further expenditure on schemes incurred since
submission of completion report.

b) Reasons for it.

c)  Any portion of work yet uncompleted.

CX



VIl.  Review of Resulting Expenditure:

a)
b)
c)
d)

e)

Estimate in original proforma.

Estimate in completion report.

Actual position after operation.
Comparison with previous years, if any.

Reasons for variation.

VIIl. Review of Financial Results:

a)
b)
c)
d)

e)

Estimate in original proforma.

Estimate in completion report.

Actual position after operation.
Comparison with previous years, if any.

Reasons for variation.

IX. Availability of personnel for Operation:

Category Deficiencies Actual Arrangements
estimated in Deficiencies made to meet
Completion Report now deficiencies

X.  Arrangements for maintenance of Plant and Machinery:

XlI.  Difficulties experienced in Operation, Marketing, etc:

Xll.  Repercussions of Scheme:

XIll.  General Observations by Central Ministry:
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LOW COST PC — | FORM

(Effective from 4.11.1986)

GOVERNMENT OF PAKISTAN
PALNNING & DEVELOPMENT DIVISION

(Proforma to be used for schemes estimated to cost upto Rs. 1.00 million)

1.

2.

Name of the Project:

Sponsoring Agency:

Executing Agency:

Location:

Estimated total cost including FEC (in thousand rupees):
Cost components:

Period of implementation (Months):

Estimated annual recurring expenditure:

a) during the execution of the scheme.
b)  after completion.

Sources of financing and estimates of annual phasing (Total /
FEC):
1% Year 2" Year 3" Year

a) Special Programme.

b)  Provincial Government.
c) Local Council.

d) Voluntary.
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10.

11.

12.

13.

14.

Description and purpose of the scheme:

Estimated benefits (with population coverage) and annual
income after completion of the scheme:

Is the project in an area where at least part of the costs can be
recovered. If so, suggestions may be given.

Linkages of the project requiring additional expenditure
subsequently should be spelled out.

Plan provision, if not given, justification for inclusion.

Prepared by: ( )
Name & Designation:
Phone:

Approved by: ( )
Name & Designation:
Phone:
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GUIDELINES FOR FILLING PC --1 AND PC--ll FORMS

The Planning Commission has agreed that; the existing 14 Pc — Is
should continue with following modifications:-

a)

b)

Environmental Aspects: The proforma does not require
information on environmental impact assessment and its
mitigation. A detailed sector-wise list of impacts be attached
with these proforma and agency in relevant sector should
furnish information in the PC-I on related aspects.

The present coverage of the social sector benefits from
projects is cursory. Towards this end the following specific
items be added / elaborated in these documents:
Employment to be created by gender.

- Detailed analysis of estimation of the likely employment.

- Detailed list of skill required for implementation of the
project.

- Efforts being made in the project for skills development.
- Specific facilities (such as schools, roads, water, hospitals
etc.) which will become available to the people in the

project localities.

- Other socio-economic benefits / disadvantages which are
likely to accrue as a result of the project.

There should be a specific heading “risk analysis” in PC-Is.

This should cover in detail and analyse risk analysis for the
following parameters:
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d)

f)

9)

h)

k)

- Changes in assumptions in financial and economic
analysis such as discount rates, implementation times,
increases / decrease of costs etc.

- An analysis of the risk involved in implementation period
l.e. a detailed review of the project cycle and likely events
which may delay the project and means of addressing
those delays.

Detailed financial statements both on cumulative and
incremental basis for all projects to clearly identify the
elements of subsidies / profits on commercial lines should be
part of every PC-l. The financial statements should be
prepared on standard commercial formats.

Regulations / instructions regarding submission of PC-l and
supply of information should be strictly followed.

Whenever, cost escalation is too large, the project should be
reviewed with the objective to continue or abandon it.

Exchange rate should be automatically adjusted on the basis
of latest information by Planning & Development Division
during project scrutiny.

PC-I should include statements on involvement of
beneficiaries and arrangements for cost recovery.

A check-list has been added to PC-lI / PC-Il proforma to
ensure their completeness.

A specific set of calculation showing O&M expenditure as a
consequence of project and its means of financing need to
be given in each PC-I.

For each project a statement showing Plan allocation and
impact of the project being submitted for approval on the
sectoral portfolio a should be given in the PC-I, by agencies /
ministries concerned.
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Annexure-1

TIME SCHEDULE FOR THE PREPARATION OF

PUBLIC

SECTOR DEVELOPMENT PROGRAMME

Last Date

13" November

31% December

6™ January

Last week of
January

2" week of
February

15" February

Action

Circulation of Time Schedule for the
preparation of Development
Programme to the Administrative
Departments.

Submission of the proposed ADP by
the Administrative Departments to the
Planning and Development Department
in TRIPLICATE and the Finance
Department for printing 1% Edition.

Printed copies of the first addition to be
made available by the Finance
Department to P&D Department.

Inter-Departmental Priority Committee
(IDC) meetings for clearance of
Tentative Development Programme.

Communication of ADP by Planning
and Development Department to the
Finance Department for printing 2™
Edition.

Transmission of Tentative ADP by the

P&D Department to the Planning and
Development Division.
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10.

11.

12.

3" week of
February

17" March

2" April

16™ April

26" May

June

Supply of printed Tentative
Development Programme (Second
Edition) by the Finance Department to
the Planning and Development
Department.

Finalization of the Provincial
Development Programme by the
Planning and Development Division in
consultation with Provincial
Governments and Ministry of Finance.

Last date for incorporation of any
modification in the Provincial ADP for
the Annual Plan Coordination
Committee.

Submission of the Development
Programme and Annual Plan to the
Annual Plan Coordination Committee
(APCC).

NEC meeting (Tentatively).
Announcement of the Sindh Provincial

Budget and Development Programme
for next year.
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Annexure-l|

PROJECT APPRAISAL

Project appraisal is the most specialized planning process, which
involves systematic objective and comprehensive appraisal of
development programmes for individual commodities and projects. It
implies an assessment of a project as to its operational efficiency
technically, economically, financially and managerially.

“Project Appraisal’, explains how maximum benefits can be achieved
at minimum cost from efficient allocation of scare resources.
Government analyses and estimates the cost and benefits of any
project then decides to start the project if it is desirable. Such type of
a project may be a Bridge, Road, Dams, Hospitals, Park and
motorways etc. Main objectives of the project evaluation / appraisal,
are:

I Efficiency

ii. Equity
Project appraisal refers to the procedures of fact finding about the
results of “Planned Development Action Programme”. Now, we can
easily understand the need and advantages of Project Appraisal,
before commencement of any project.
Cost and Benefit are basic components and the rate of interest plays
and important role in Project Appraisal. There are following three
methods of Project Appraisal.

I Internal Rate of Return (IRR)

i. Net Present Worth (NPW)

iii.  Cost Benefit Analysis
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Internal Rate of Return

This method tells us that alternative should be selected which has
the highest internal rate of return. “IRR” is the rate of interest at
which the present value of benefit is equal to the present value of
cost.

N

N
=0 PVBi=Xt=0 PVCt

N N
=0 PVBi-Xt=0 PVCi= 0

‘IRR is the rate of return which is equal to zero or NPV to
zero”

~ NPV =0

We have to remember that main objective according to
Government point of view is:

“To maximize the social welfare of the society or economy”

But according to private firm’s point of view, main objective
for investment is:

“To maximize the profit”

Therefore private firms consider “minimum attractive rate of
return ‘MARR’ while the government adopts the method of
“IRR”.

MARR: Minimum Attractive Rate of Return according to the
firms, is to designate the lowest level of return at which

investment is acceptable.

Suppose that private firm decides to earn the rate of return
at least at 10%. But let us say unfortunately they gain the

CXIX



profit less than their expectation. The Firm will not therefore
invest or the firm should not select such a project.

Examples:
) Suppose there are three projects A, B & C.

If IRRA = 9% < MARR [investment is not desirable]
If IRRs =11% > MARR [investment is desirable]
If IRRc =12% > MARR [investment is desirable]

Now, we can compare easily that which Project is efficient
and may be selected for implemented.

IRRc > IRRs
Therefore Project ‘C’ should be selected.

i)  Suppose the Government want to launch a Project
of a Highway, there are two suitable locations, A
and B. Now we have to find which Project should
be selected. Either the Project at location A, or the
Project at location B.

Location A Location B
after the end of the year after end of the year
Benefit 1000 2500
Cost 600 1500
IRRa =7
IRRs = ?

Solution:
Project for location A Project for location B
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2Bt =1000
2Ct= 600
i= 10%

We know that

1 1
Zt=0 PVB: = Zt=0 PVCi

N Bt =n Ci

2=t (14l 2o (1)

1000 = _ 600

(140.1)  (1+0.1)

By cross multiplication, we
get 1100 = 660
there is smaller difference

2Bt = 2500
2.Ct=1500
i =10%

1 1
Zt=0 PVB: = Zt=0 PVCt

N Bt =n Ci
=1 (14 D=0 (14i)

2500 = _1500

(14#0.1)  (1+0.1)

By cross multiplication, we
get 2750 = 1650
there is larger difference

between benefits & cost between benefits & cost

IRRe > IRRa = Government should select the porject B.
Net Present Worth (NPW)
According to “NPW?”, there are two methods:

a) Benefit minus Cost principle.
b) NPV Criteria.

a) BENEFIT MINUS COST PRINCIPLE:
(in case current time period is given)
Net Benefit = Benefit — cost

Suppose each project has different alternatives

(Rupees in million)

Project Cost Benefit B:C

A 120 130 10
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B

120

125

05

C

100

110

10

Project A & C both are desirable and should be selected.

- Value of Benefit is determined by following factors
(in case of a Bridge’s Project)

i) Fuel saving

i) Decrease in accidental rate
iii)  Time Saving
iv)  Decrease in depreciation Cost
v)  Other Benefits

We can not estimate the future value by using above
method. Therefore, we use the following method if the
time period is involved.

b) NVP CRITERIA:

(in case time period involved)

According to this method, Present Value and Future Value is
calculated, while rate of interest and duration, both are

given.

Q. Find out the Future Value of any Project after one
year?

R=10%, P=100
~.F=P(1+r)=1000(1+10%)
=1000(1.1)

=~ F1

Similarly, present value can be calculated: P=

=1100
=1100
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For 2" year

For nth years

F2=(1+r)(1+r)

F2=1210

Fr=P(1+r)"

Fn
(1+r)"




Q.

P= En =

Q.

F=? Fn =P(1+r)n
P=1000 F10=1000(1+0.1)"°
~.F10 = 2590

What will be the present worth of Rs. 1000/=
occurring after the end of 10 years at 10% rate of

interest?

1000 = _1000

(1+r)"  (1+0.1)"° 2,59

-.P=386

What will be the future worth of Rs.
occurring in current time period?

Benefit Cost Ratio Criteria:

1000/=

=1000(1.1)"° =1000x2.59 =2590

Benefit Cost Ratio Criteria is used for the estimation of any

project that is desirable or not.

In this method, ratio between

benefit and cost is calculated which is possible by a simple &
easy arithmetical calculation

When all expenditure and income occur in current time period
or immediately, then we have to use Benefit — Cost Principle

a) IfB:Cratio>1
b) ifB:Cratio<1

Project or investment is desirable.
Project or investment is not desirable.

Example:
Hospital | Cost Benefits B/C | Result | Ranking
Project | Rs. in million | Rs. in million
A 200 400 2 Okay 2
B 145 175 1.2 Okay 5
C 80 104 1.3 Okay 4
D 50 125 2.5 Okay 1
E 300 420 1.4 Okay 3
F 125 125 1 Okay 6
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G 300 270 0.9 X

From the above, only that alternative should be selected which
has the highest Benefit Cost ratio. In the above case, the
alternative “D” seems appealing.

When the project is spread over the same year or a specified
time period, then we use NPW formula:

N N Bt
>0 PVBt S0 (1+i)'
Benefit Cost Rato= ~ N Ct
>0 PVCi S0 (1+i)
Bt=Benefit annuities, Ct=Cost annuities
1 = Discounting rate or the rate of interest
t =1,234.......... , n (years)
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ILLUSTRATION OF PRESENT WORTH METHOD

a) Where execution periods of the projects are identical:

There are two projects ‘A’ and ‘B’ with different initial costs, and
varying annual operating disbursements. Execution periods of
the projects are the same. We are assuming that the benefits
are either constant or are not quantifiable in money terms. The

information available about both the projects is as under:

(Figures in Rs.)

Project ‘A’ Project ‘B’
Initial cost 60,000 80,000
Annual Operating 12,000 9,000
Disbursement
Execution period 8 Years 8 Years
Opportunity cost of Capital 15% 15%

This is a simple case. Here we could only find out the Net
Present Worth of costs and compare the results. The net

present worth of costs of both the projects are as under:-

Project A Rs. 102124.33

Project B Rs. 95586.98

Since the present worth of costs of Project-B is lowest, we

would decide in favour of project-B.

CXXV



b)

Where execution periods of the Projects are not identical:

Again there are two projects namely ‘A’ and ‘B’ which have
different initial cost varying annual operating disbursements and

different periods of execution.

Following is the available data about these projects:-

(Figures in Rupees)

Project ‘A’ Project ‘B’
Initial cost 3000 4000
Annual Operating 2000 1600
Disbursement
Execution period 6 Years 9 Years
Salvage Value 500 -
Opportunity cost of Capital 15%

Study Period (LMC of 6 — 9) 18 years

In this case, the lowest common multiple of 6 and 9 is 18;
hence the calculations will be made for 18 years. Therefore,
replacements of the machinery equipment will be made twice in
case of the project ‘A’ and once in case of project ‘B’. The
salvage value in case of project ‘A’ will be treated accordingly.

Thus the net present worth of costs of both the projects comes

to as under:-
Project A Rs. 16732
Project B Rs. 14938

Since project ‘B’ has the lowest present worth of costs, it is a

better economic choice.
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ILLUSTRATION OF ANNUAL WORTH METHOD

(Figures in Rupees)

Project ‘A’ | Project ‘B’
Initial cost 3000 4000
Annual Operating Disbursement 2000 1600
Execution period 6 Years 9 Years
Opportunity cost of Capital 15% 15%

The equivalent uniform annual cost or negative net annual

worth of cost will be calculated as under: -

(Figures in Rupees)

Project | Project ‘B’
N
Capital Recovery Cost (3000 - 793
X CRF)
Capital Recovery Cost (4000 - 838
X CRF)
Annual Operating - 2000 - 1600
Disbursement
Net AW: - 2793 - 2438
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9.

Tables
COMPOUNDING FACTORS

Year 5% 10% 15% 20% 25% 30%
1. 1.050000 1.100000 | 1.150000 | 1.200000 1.250000 1.300000
2. 1.102500 1.210000 | 1.322500 | 1.440000 1.562500 1.690000
3. 1.157625 1.331000 | 1.520875 | 1.728000 1.953125 2.197000
4, 1.215506 1.464100 | 1.749006 | 2.073600 2.441406 2.856100
5. 1.276282 1.610510 | 2.011357 | 2.488320 3.051758 3.712930
6. 1.340096 1.771561 | 2.313061 | 2.985984 3.814697 4.826809
7. 1.407100 1.948717 | 2.660020 | 3.583181 4768372 6.274852
8. 1.477455 | 2.143589 | 3.059023 | 4.299817 5.960460 8.157307
9. 1.551382 2.357948 | 3.517876 | 5.159780 7.450581 10.604499
10. 1.628895 2.593742 | 4.045558 | 6.191736 9.313226 | 13.785849
11. 1.710339 2.853117 | 4.652391 7.430084 | 11.641532 | 17.921604
12. 1.795856 3.138428 | 5.350250 | 8.916100 | 14.551915| 23.298085
13. 1.885649 3.452271 | 6.152788 | 10.699321 18.189894 | 30.287511
14. 1.979932 3.797498 | 7.075706 | 12.839185 | 22.737368 | 39.373764
15. 2.078928 4177248 | 8.137062 | 15.407022 | 28.421709 | 51.185893
16. 2.182875 4594973 | 9.357621 | 18.488426 | 35.527137 | 66.541661
17. 2.292018 5.054470 | 10.761264 | 22.186111 | 44.408921 86.504159
18. 2.406619 5.559917 | 12.375454 | 26.623333 | 55.511151 | 112.455407
19. 2.526950 6.115909 | 14.231772 | 31.948000 | 69.388939 | 146.192029
20. 2.653298 6.727500 | 16.366537 | 38.337600 | 86.736174 | 190.049638
21. 2.785963 7.400250 | 18.821518 | 46.005120 | 198.420217 | 247.064529
22. 2.925261 8.142075 | 21.644746 | 55.206144 | 135.525272 | 321.183888
23. 3.071524 8.954302 | 24.891458 | 66.427373 | 169.406589 | 417.539054
24. 3.225100 9.849733 | 28.625176 | 79.496847 | 211.758237 | 542.800770
25. 3.386355 | 10.834706 | 32.918953 | 95.396217 | 264.697796 | 705.641001
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DISCOUNTING FACTORS

Year 5% 10% 15% 20% 25% 30%

1. 952381 |.909091 |.869565 | .833333 | .800000 | .769231
2. 907029 |.826446 |.756144 |.694444 | .640000 | .591716
3. .863838 |.751315 |.657516 |.578704 | .512000 | .455166
4. 822702 |.683013 |.571753 |.482253 | .409600 | .350128
5. 783526 |.620921 |.497177 |.401878 | .327680 | .269329
6. 746215 |.564474 |.432328 |.334898 | .262144 | .207176
/. 710681 | .5131588 |.357937 |.279082 | .209715|.159366
8. 676839 |.466507 |.326902 | .232568 | .167772 | .122589
9. .644609 |.424098 |.284262 |.193807 |.134218 |.094300
10. |.613913 |.385543 |.247185|.161506|.107374 | .072538
11. 1.584679 |.350494 |.214943 |.134588 | .085899 | .055799
12. |.5566837 |.318631 |.186907 |.112157|.068719 | .042922
13. 1.530321 |.289664 |.162528 | .093464 |.054976 |.033017
14. |.505068 |.263331 |.141329|.077887 |.043980 | .025398
15. 1.481017 |.239392 |.122894 | .064905 | .035184 | .019537
16. |.458112 |.217629 |.106865 |.054088 | .028147 | .015028
17. 1.436297 |.197845 |.092926 | .045073 |.022518 | .011560
18. |.41585821 |.179859 |.080805 |.037561|.018014 | .008892
19. 1.395734 |.163508 |.070265|.031301|.014412|.006840
20. |.376889 |.148644 |.061100|.026084 |.011529 | .005262
21. 1.358942 |.135131 |.053131|.021737 |.009223 | .004048
22. |.341850 |.122846 |.046201|.018114 |.007379|.003113
23. |.325571 |.111678 |.040174 |.015095 | .005993 | .002395
24. 1.310068 |.101526 |.034934 |.012579 |.004722|.001842
25. |.295303 |.092296 |.030378|.010483|.003778|.001417
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ANNUITY FACTORS

Year 5% 10% 15% 20% 25% 30%

1. .952381 .909091 .869565 .833333 .800000 .769231
2. 1.859410 1.735537 | 1.625709 | 1.527778 | 1.440000 | 1.360947
3. 2.723248 2.486852 | 2.283225 | 2.106481 | 1.952000 | 1.816113
4. 3.545951 3.169865 | 2.854978 | 2.588735 | 2.361600 | 2.166241
5. 4.329477 3.790787 | 3.352155 | 2.990612 | 2.689280 | 2.435570
6. 5.075692 4.355261 | 3.784483 | 3.325510 | 2.951424 | 2.642746
7. 5.786373 4.868419 | 4.160420 | 3.604592 | 3.161139 | 2.802112
8. 6.463213 5.334926 | 4.487322 | 3.837160 | 3.328911 2.924702
9. 7.107822 5.759024 | 4.771584 | 4.030967 | 3.463129 | 3.019001
10. 7.721735 6.144567 | 5.018769 | 4.192472 | 3.570503 | 3.091539
11. 8.306414 6.495061 | 5.233712 | 4.327060 | 3.656403 | 3.147338
12. 8.863252 6.813692 | 5.420619 | 4.439217 | 3.725122 | 3.190260
13. 9.393573 7.103356 | 5.583147 | 4.532681 | 3.780098 | 3.223277
14. 9.898641 7.366687 | 5.724476 | 4.610567 | 3.824078 | 3.248675
15. 10.379658 7.606080 | 5.847370 | 4.657473 | 3.859263 | 3.268211
16. 10.837770 7.823709 | 5.954235 | 4.729561 | 3.887410 | 3.283239
17. 11.247066 8.021553 | 6.047161 | 4.774634 | 3.909928 | 3.294800
18. 11.689587 8.201412 | 6.127966 | 4.812195 | 3.927942 | 3.303692
19. 12.085321 8.364920 | 6.198231 | 4.843496 | 3.942354 | 3.310532
20. 12.462210 8.513564 | 6.259331 | 4.869580 | 3.953883 | 3.315794
21. 12.821153 8.648694 | 6.312462 | 4.891316 | 3.963107 | 3.319842
22. 13.163003 8.771540 | 6.358663 | 4.909430 | 3.970485 | 3.322955
23. 13.488574 8.883218 | 6.398837 | 4.924525 | 3.976388 | 3.325350
24. 13.798642 8.984744 | 6.433771 | 4.937104 | 3.981111 3.327192
25. 14.093945 9.077040 | 6.464149 | 4.947587 | 3.984888 | 3.328609
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