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CASE FOCUS: TIME AND COST OVERRUN 
 

Sectoral Analysis Of Time And Cost Over Run: Road Sector 
 
Background  
 
The road from Shoghi to Salana (12.205 Kms) under the Bharat Nirman 
Programme of Government of India was studied from the perspective of time 
and cost overrun. The road stretch identified requires upgradation work within 
a period of 12 months. The project was awarded to a Class A contractor 
through the tendering process. The chronological events listed in the table 
below indicate the process alongwith reasoning. 
 
S.No. Activity Date/Time 

schedule 
Time Frame Reasons/Remarks 

1 Tender 
Awarded 

16.04.2007 In 12 months 
i.e. 
01.04.2008 

 

2 Letter of 
Clarification by 
the contractor 

28.05.2007  Non allotment of 
dumping sites 

3 Report of A.E. 
Shoghi Sub 
Division, PWD 
on the above 
subject 

13.07.2007  One month and 
13 days to reply 

4 Letter from 
contractor to 
PWD 

24.07.2007  Work held up 
from June as PWD 
has not taken 
clearances for 
felling trees from 
Forest 
Department 

5 Letter from 
contractor to 
PWD 

03.09.2007  Informing the 
department that 
slips have 
occurred and he 
is incurring loss @ 
Rs 10,000 per day 
and whether the 
department or 
the contractor 
clear the debris. 

6 Response from 
PWD on item 
4&5 

06.10.2007 1 month 3 
days 

Stated that the 
land stands 
acquired by PWD 



S.No. Activity Date/Time 
schedule 

Time Frame Reasons/Remarks 

and contractor is 
liable to remove 
the debris. 

7 Response to 
PWD on letter 
sent by PWD 

06.10.2007  Settlement of 
dispute 

8 Time Extension 28.05.2008  Time extension 
for seven months 
granted by Chief 
Engineer (South), 
HPPWD 

 
The analysis from the above table of chronological events suggest that there 
has been unforeseen events which eventually led to delay in the project as well 
as lack of clear communication between the contractor and the department 
regarding clearances. The contractor claimed incremental costs from the 
department due to held up of his work due to natural as well as procedural 
events. The contractor estimated that the clearance of debris would cost him 
Rs. 14 Lakhs and estimated the quantity at 7000 m3 and also demanded time 
extension for the same as 4-5 months time has elapsed without any productive 
work. The matter finally came to the High Power Committee, which is headed 
by the Chief Engineer (south) of HPPWD. The committee extended the project 
period for seven months looking at the clarifications given by the contractor. 
However, it is also important to note that the time limit has been extended on 
the condition of ‘without any escalation claim for the extended period and also 
on the condition that work is completed within stipulated extended period 
failing which action may be taken against the contractor under relevant 
clauses’.  
 
Reasons given for Time Overrun by the Project Proponent 
 
1. The department did not allocate a dumping site in which the excavated 

muck was to be dumped. The contractor demanded extra charges for 
this purpose @ Rs.80 per cubic meter. 

 
2. Number of trees standing in the alignment of the formation and cutting 

work, which is causing hindrance in the progress of work.  
 
3. That some local people have obtained stay from the Court against the 

PWD raising dispute of ownership of land in question. 
 
The above reasons indicate delays on account of multiple factors; from 
clearances and notifications to identification of dumping sites for the work as 
well as the linkage of ownership rights during land acquisition. Most often the 



lands along the road are developed by the locals (incidental) over the years and 
irrespective of the ownership status of land these lands are claimed as private 
lands, which in departmental terms is encroached land, which actually belongs 
to the HPPWD.1 
 
 
 
Till date, the dispute claim has not been settled, it is evident that there has 
been no cost over run factor so far as the Public Works Department is 
concerned. If the dispute raised is decided in favour of the contractor by the 
High Powered Committee or eventually by the Arbitrator, then the Public 
Works Department shall indeed be liable to pay agreed sum which shall result 
in escalation of the cost of the project. And the contractor shall stand to gain 
financially as he shall be compensated for the additional work done (removal of 
muck due to slips/ haulage of muck to a extended distance in the absence of 
allocation of dumping sites by the department). 
 
Concluding Remarks 
 
The remarks are based on the follow up of the above-discussed case.  
 
1. The department should firmly identify and mark the portions of land to 

come under the formation cutting work in the presence of the local 
residents and concerned Panchayat Pradhan or members so that disputes 
could be addressed on site and court cases or interference is avoided.  

 
2. Dumping sites should invariably be identified and mentioned in the bid 

document and marked on site also in presence of the local residents. A 
clear marked out plan followed by the field visit will make the workplan 
clearer. 

 
3. Before considering any tender an undertaking should be taken from the 

prospective bidding contractors that a site visit has been undertaken and 
mention in the tender document.  

 
4. Mandatory clearance of the Forest department should be obtained by 

the Public Works Department before inviting tenders. Standing trees 
which are likely to come within the formation cutting work should be 
removed before allowing commencement of work by the contractor so 
that there is no illicit felling and inter departmental disputes.  

 

                                                
1 Similar factors were noticed in Theog Rohru Section where one person had extended his orchid along the 
road which was later taken over by the HPPWD calling it as ‘encroachment’ 



5. The time frame for completion of the work should be determined by 
taking into account the weather conditions, which have the effect of 
disrupting work progress.  

 
6. Where metalling and tarring of the road is also to be done, it should not 

form part of the same tender where removal of formation deficiencies is 
involved. These works should form different packages. 

 
7. Where the existing road which is to be upgraded is open for vehicular 

traffic the time limit for execution of the project should be fixed taking 
into consideration the disruption likely to be caused due to movement of 
vehicles and the frequency of vehicular movement and also the 
machinery to be installed by the contractor at the site of execution of 
the work.  

 
8. Unnecessary correspondence by the contractor can be avoided if the 

departmental officials visit the site and address the issues there and 
then which shall not give any leverage to the contractor to file dispute 
claims or stop work. In case objections are filed by the local residents, 
then the dispute should be addressed in their presence. 

 
9. Where metalling and tarring work is required it should be tendered out 

in a working season to ensure quality of the work. 
 
In the case discussed above, there are factors, which require integration and 
scheduling of activities so that several problems are overcome.  Moreover, 
existence of a provision for allowing of time extension by itself acts contrary to 
the concept of time over run. 
 



Background  
 
The state of Himachal Pradesh is attracting investments from private investors 
for developing cement plants i.e. limestone mining and integrated cement 
plant. The case study looks into the time-overrun factors involved in the 
process (from project inception to project development) to highlight the 
specific factors that resulted in delays or cost escalation. The case of 
Jaiprakash Industries Limited is taken up as a case study to know the delays as 
well as cross linkages between the mining site and plant, if any. The cement 
project is located in the revenue villages of Baga-Bhalag (Mangal) of Solan 
District. The project was approved by the Govt. on 02.12.2004 and 
Memorandum of Understanding was signed on the 09.07.2004 
 
Table 1 – Milestones for Jaiprakash Associates Limited – Baga Balag Cement 
Plant 
S.No. Milestones Time 

Schedule 
Completion 
Schedule 

Deviation 

1 Selection of Plant Site 09.07.2004 – 
09.07.2005 

27.05.2005 
(11 months) 

In time 

2 Procurement of 
revenue papers of 
plant and mining area 

Do   

3 Site clearance from 
State Level Site 
Appraisal Committee 

Do 02.12.2004 
(5) 

 

4 Initiation of EIA/EMP 
studies 

Do 17.11.2004 
(4) 

 

5 Initiation of 
preparation of Mining 
Plan 

Do   

6 Clearance from the 
Himachal Pradesh 
State Environment and 
Pollution Control 
Board 

09.07.2004 to 
09.01.2006 

Plant 
06.06.2006 
(25) 
Mining 
15.12.2006 
(31)  

7 months 
 
13 months 

7 Preparation of case for 
clearance from MOEF, 
GOI and submitting the 
same to Ministry 

Do Plant 
04.02.2004 
(7) 
Mining 
18.07.2005 
(12) 

No delay 

8 Environment and 
Forest Clearance from 
MOEF, Government of 
India 

09.07.2004 to 
09.07.2007 

Plant 
29.05.2006 
(22) 
Mining 

No delay, 
achieved in 
advance 



02.06.2006 
(22) 

 Environment 
Clearance accorded by 
MOEF 

 18.05.2006 
(22) 
07.09.2006 
(26) 

Well within 
time 

9 Acquisition of private 
land for plant and 
mining etc 

Do  See table 2 

10 Approval of mining 
plan from Indian 
Bureau of Mines, GOI 

Do 01.06.2005 
(11) 

In Time 

11 Time to be taken for 
physical 
implementation of 
plant. 

09.07.2004 to 
09.07.2009 

 Ongoing. MOU 
extended by 
GoHP by one 
year.  

 
[From the table above, it is noted that the delays occurred not because of the 
clearance process at the central nodal ministry i.e. MoEF but all the delays 
occurred at the local level (state government) due to multiplicity of reasons] 
 
Initially, a site in village Malokhar (Tehsil Sadar, District Bilaspur) was finalized 
for establishment of the plant, administrative offices and residential 
complexes. A total area of 1200 bighas of private and government land was 
identified for the plant. The people of Baga objected to ‘not to establish the 
plant in Malokhar and demanded the plant to be established in Baga2 from 
where the limestone as a raw material is demarcated for the plant’. The 
company management took decision to establish the plant in Baga but it meant 
increase in expenditure and loss of time. 
 
The process of Land acquisition as well as the diversion of forestland was 
started and notice of intention under Section 4 of the LA Act for the plant area 
was issued on 11.4.2005 and the award was finally announced on 28.1.2006 and 
under this award an area of 454.8 bighas was acquired in the name of the 
Industries Department. During the course of acquisition a No Objection 
Certificate was also issued by the Gram Panchayat Mangal vide resolution No.3 
on 29.10.2004. In addition to private land, an area of 104 hectares of Forest 
land has also been diverted in principle by the Ministry of Environment and 
Forest. 
 
The change of site resulted in increase in land requirement. From 1200 bighas 
required in Malokhar, the land requirement went upto 2200 bighas. A delay of 
about four (4) months occurred due to preparation of land documents for the 
new site. Further delay occurred due to the fact that the demarcation of 

                                                
2 Process of demarcation of government land was near completion in the month of September 2004. 



government / forest land was to begin in the last week of February, 2006 and 
when the Revenue and Forest field staff visited the area to accomplish the job, 
the local residents of Baga prohibited them from doing their job and forced 
them to leave the site. 
 
S.No. Particulars Issued on  Award 

Announced 
(from the 
date of 
section 4 
notification
) 

Total 
time 
taken for 
acquisitio
n from 
the date 
of MOU 

Mutation 
in favour 
of JHCP 

Total 
time 
taken 
for 
mutatio
n in 
favour 
of JHCP 
from 
the 
date of 
MOU 

1 Plant Area      
 Notification 

u/s 4 of LA 
Act 

12.04.2005 28.01.2006 
(71/2 
Months) 

12 
months 

27.05.200
6 (12 
months 
approx.) 

23 

 Do 28.10.2005 14.03.2007 
(17 months) 

32 
months 

27.05.200
6 (7 
months) 

23 

2 Mining Area      
 Notification 

u/s 4 of LA 
Act 

12.08.2005 10.01.2008 
(28 months) 

41 
months 

12.05.200
8 (32 
months) 

45 

 
Though the local residents of village Baga had given assurances to the Company 
and the Deputy Commissioner Solan for smooth establishment of plant, some 
persons have filed writ petition before the Hon’ble High Court of Himachal 
Pradesh and obtained an interim injunction to the effect that “the nature and 
possession of the land shall not change.” This resulted in delay in land 
acquisition proceedings and possession of the land was with held and resulted 
in financial loss to the Company whereas the company had already spent more 
than Rs.176 crores on the Project related activities and suffered a financial loss 
to the extent of Rs.149.913 lacs per day. 
 
Concluding Remarks 
 
Most of the time overrun as well as escalation in cost seem to be an outcome of 
lack of transparent and participatory systems. The social response or consent 

                                                
3 As discussed with the officials on the subject in Malothi near Baga 



beforehand would have resulted in least delays, restricting them only to the 
administrative processes that the proponent had to follow with the 
government.  
 
A separate statutory Authority should be established which could exercise 
control over all the departments and agencies which are to give statutory and 
non-statutory clearances. This Statutory Authority could be vested with powers 
to enforce time limits and other measures necessary for obtaining timely 
clearances.  
 
Even before approval of the project by the Government, the local people of 
the area should be consulted and their prior consent obtained so that conflicts 
can be curtailed which generally impede the establishment of the plant, 
acquisition of land.  
 
The Relief and Rehabilitation plan for the project affected should be first got 
approved by the villagers and local people who are to be affected by the 
establishment of the project so that they are willing to part with their land and 
households and scope of participation in the process should be ensured. Relief 
and Rehabilitation process should precede the actual establishment of the 
plant and commencement of all activities necessary for the establishment of 
the project should only be allowed once the project affected persons are fully 
rehabilitated and settled.  
 
 
 


