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Minutes of First Meeting of Committee

for managing price escalation for timely implementation of Bharat Nirman (PMGSY). 

The first meeting of Committee for providing recommendations regarding managing price escalation for timely implementation of Bharat Nirman (PMGSY) held on 12th June, 2008 in Conference Room of NRRDA at New Delhi was chaired by Shri C. S. Rajan, Principal Secretary, PWD, Govt. of Rajasthan.  Shri J. K. Mohapatra, Joint Secretary (RC) MoRD & DG, NRRDA also attended the meeting.  List of other participants is at Annexure I.

The convener of the Committee welcomed the participants and introduced the subject.  The Chairman mentioned that PMGSY is ambitious programme of Government of India aimed at providing connectivity to hitherto underprivileged rural hinterland.  Meeting Bharat Nirman Targets is a great challenge.  Other centrally sponsored programmes have provisions for price adjustment but PMGSY provides for fixed price contracts only.  The volatility in the prices of input material for rural roads, particularly cement, steel, bitumen and POL has adversely affected the pace of implementation of PMGSY and the contracts are slowing down.  It has been felt that unless the issue of price adjustment is addressed, it would be difficult to implement the programme on time.

Director General, NRRDA mentioned about programme guidelines and indicated that as per the present decision of Government of India price escalation is to be borne by the State Governments and programme would not be able to support this component.  He mentioned that unprecedented price volatility particularly for the last two years has shown negative impact on the pace of implementation of the programme.  Originally, when the programme was conceived, the unit cost of new connectivity and upgradation were assumed as Rs.20.00 and Rs.15.00 Lakh per Km, respectively but because of increase in cost of material, labour and machinery, the unit cost of roads under PMGSY have registered substantial increase, which is cause of serious concern.  It would be required to assess the mechanism of addressing price escalation in other programmes of Bharat Nirman and also other similar programmes implemented by Govt. of India and the State Governments.  He referred to the recommendations made by the Committee constituted for the purpose of review of the Standard Bidding Document and mentioned that the Committee recommended introduction of clause for star rating as prevalent in the State of Gujarat.  For appropriate recommendation regarding the subject it would be worth while to study the negative impact of price volatility in terms of slowing down of completion of works, stopping or delaying works at base course level, abandonment of projects and reduction in response of contractors etc.

Representative of Govt. of Madhya Pradesh and Maharashtra made presentations and mentioned that after the introduction of price adjustment clause, there has been substantial improvement in response of the contractors and majority of works for recent phases have been awarded.  Representative of Govt. of Karnataka also made presentation.  The representative from the Govt. of Rajasthan presented the comparison of impact of price escalation as per provisions in PWD agreement of the State, Standard Bidding Document of Ministry of Road Transport and Highways and provisions of star rating in respect of cement, steel and bitumen.  Almost all the members unanimously mentioned that because of increase in the prices of bitumen, the contractors are delaying the works after the WBM base course stage.  Because of fixed price contract under PMGSY, the contractors are not coming forward to bid for these works resulting in reduction in competition in spite of marked increase in contracting capacity.  

In light of the above discussions the following decisions were taken:

Selected States preferably State of Andhra Pradesh, Assam, Gujarat, Karnataka, Madhya Pradesh, Maharashtra, Orissa and Rajasthan may be requested to

1. prepare a comparative statement showing provision of price adjustment clause prevalent in the State bidding documents for state sponsored and centrally sponsored programmes separately, SBD of Ministry of Road Transport and Highways and provisions of star rates for steel, cement and bitumen.

2. prepare a comparative Statement of impact of price adjustment on the basis of price escalation clause prevalent in the State bidding documents, SBD of Ministry of Road Transport and Highways and provisions of star rates for steel, cement and bitumen.
3. prepare a note and statement about the response of the contractors to bidding under PMGSY.
4. prepare a statement showing the slowing down or abandonment of works at WBM stage in last two years.

The NRRDA may collect data about provision of price escalation in other programmes of Bharat Nirman and programmes implemented by the State Government under State funded or centrally funded schemes.  
The next meeting may be convened in the second week of July, 2008 and by that time all data may be collected and analysed.  

The meeting with thanks to the Chair.
(Prabha Kant Katare)
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