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Avoiding Glitches in Mega Scale Projects

An E&Y survey has concluded that about 42 per cent of large infrastructure projects are 
running behind schedule. The new government has considered infrastructure as one of its 
area of focus. But there are many glitches - internal and external - responsible for time and 
cost overruns in mega scale projects.  G K Pillai, Managing Director & Chief Executive 
Offi cer, Walchandnagar Industries Limited, highlights the internal reasons that affect a 
project’s performance. 

I ndia stands at the threshold of a 
promising decade of rapid economic 
growth. A stable government at the 

centre, recovering global economy and 
a buoyant market, are the early signs 
which augur well for the Indian economy.  
Strong infrastructure and industry are 
critical for IndiaÊs growth, which in turn 
is creating multitude of opportunities in 
the fields of engineering, capital goods 
and construction. The thrust of the 
government is on infrastructure and it is 
estimated by the Planning commission 
that ` 45 lakh crores would be spent 
during the 12th Plan period to sustain and 
support targeted growth.

This large and fast build-up of public, 
industrial and plant infrastructure requires 
robust EPC services supplemented by 
strong project management skills. Given 
the huge investment, successful delivery 
of infrastructural and industrial projects 
would be very crucial. Unfortunately, the 
project developers and contractors are 
stil l struggling to deliver large projects 
within budget and deadlines. As per 
recent Ernest & Young report around 
42 per cent of large infrastructure 
projects currently being executed are 
running behind schedule.    

There are a host of external and internal 
reasons for time and cost overruns in mega 
scale projects. This article deliberates only 
the major internal reasons, which affect 
project performance. These reasons are 
also under the influence and control of an 
organisation executing the project.  An 

organisation can prevent recurrences of 
these issues in its current and upcoming 
projects, by adopting some of the 
time- tested  practices used by some of the 
best project organisations.

A typical project goes through 5 major 
stages in its life cycle:

1. Pre-award stage
2. Pre-planning stage
3. Project planning and design
4. Project execution and monitoring
5. Project closure and handover

Pre-award Stage
The bidding process of EPC projects 
has become very aggressive due to 
entry of several cost competitive EPC 

Guest Column

players. However, it is essential to make 
a realistic bid taking into account all 
cost and safeguards, in order to meet 
project requirements. A detailed pre-bid 
discussion comprising of all stakeholders 
(Marketing, Project, Engineering, 
Procurement, Manufacturing, Contract, 
Legal & Finance) should be done, to 
ensure completeness of bid and to get 
a proper understanding of all risks, 
before submitting the bid document. 
Bid partnership with vendors of critical 
equipment and services should be 
considered, in order to get a price and 
delivery commitment beforehand.  In 
mega projects a thorough due diligence 
of the client, the project and country 
risk analysis for export project is 
also essential.
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Pre-planning Stage 
Numerous international studies have found 
that Âwhen companies increased their 
predevelopment emphasis, they increased 
the predictability of successful project 
completion by a 2-to-1 ratio.Ê
  Understanding of Client Expectations: 

The most important element of any 
project plan is ensuring that the 
projectÊs objectives and deliverables 
are consistent with clientÊs expectations 
and contractual obligations.  Detailed 
face to face meeting with the client and 
project consultant should be held at the 
beginning, in order to be aligned with all 
client expectations.

 Establish Project Organisation: 
Establishment of project organisation 
ensures clearly defined roles and 
responsibilities for all members of the 
team who are committed to the project 
effort and avoids ambiguity during project 
execution. Apart from that, appointment 
of an experienced and skilled project 
manager, who utilises the resources 
efficiently and unleashes the team to 
achieve project objectives,  also plays 
a major role in avoiding time and cost 
overruns in a project lifecycle.  A project 
company should invest in structured and 
improved training programmes as a long 
term solution for building professional 
capabilities and enhancing skill sets of its 
project managers.

  Detailed Project Estimation: Developing 
a detailed realistic budget for the entire 
project at the beginning, avoids a lot 
of problems later. A careful bottomup 
cost estimate for procured items as 
well as contracted services needs to be 
undertaken. Elements like transportation, 

taxation, exchange fluctuation, 
environmental safeguards, project 
financing costs and site expenses for the 
entire duration of the project should also 
be considered in the budget. 

Project Planning and Design
   Detailed Planning: It is important to map all 

the key activities and interdependencies 
of a project (WBS) and create a detailed 
baseline schedule which is accepted 
by the customer and also agreed upon 
by all the stakeholders and agencies 
involved in the project. This approved 
baseline acts as a guidepost throughout 
the duration of the project execution and 
is also essential when consequences of 
changes have to be evaluated.

 Significant challenge for project 
management is co-ordination between 
engineering, procurement and 
construction. To manage this, the project 
manager should have full understanding 
of the required workflow, priorities and 
processes and should align this with 
schedule requirements. 

 Engineering should be done with focus 
on quality and speed deliverables. 
All engineering should be done with 
maker  checker concept, to avoid 
hidden defects in engineering at a later 
stage. Potential vendors should be 
selected carefully by the procurement 
department, after involving engineering 
and project manager. Preference 
should be given to quality vendors with 
good track record, who can adhere to 
a delivery schedule. A strict follow up 
with the vendor is essential and order 
placement should also be done as per 
the defined schedule. 

 It is also important to award the 
construction contract as reasonably 
early as possible, so that the contractor 
can plan his work and mobilise all the 
site resources efficiently. More often 
than not, the time required for this is 
underestimated by the companies.

 
  Detailed Risk Management for Reduction 

of Uncertainties: Risk management 
should be made an integral and 
essential tool for executing a project 
successfully within the contractual 
parameters. It is necessary to have an 
early trigger mechanism to identify the 
risks and challenges that might creep in 
while executing projects.

Project Execution and Monitoring
  Regular Monitoring of Cash Flow and 

Time Schedule: It is important to create 
a detailed cash inflow and outflow for the 
entire duration of the project. Closer cash 
flow monitoring ensures that the project 
is adequately funded throughout its 
duration, thereby avoiding any disruption 
in project execution. It is important that 
apart from the time schedule, the project 
managers monitor the project budget & 
project cash flow daily.

 Co-ordination and Communications 
amongst Various Agencies: Regular 
cross-functional reviews should be held 
at pre-defined frequencies to maintain 
communication and resolve all issues. 
All stakeholders should be well informed 
about project health at all stages of the 
project. Cost overruns are fuelled by 
frequent changes in design and weak 
procurement planning which can be 
mitigated by adequate coaching and co-
ordination by project managers.

Project Closure and Handover
At the project closure all the necessary 
documentation should be completed and 
handed over to the client. All pending 
issues and contractual obligations should 
be thoroughly closed with client and 
consultant. A lot of learning occurs during a 
project that, which if formally captured, will 
significantly improve project management 
in succeeding projects. Teams that take 
the time to formally close-out the project 
are substantially more efficient in the 
next project.44 MW Cogeneration plant at Warana, Maharashtra built on EPC basis by Walchandnagar Industries
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