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Instructions to the Candidates:        

 Attempt any 4 questions from Section A and Section B is Compulsory
Section A
1. Define the Project and Project management. Describe the salient features of a project. 
(3)
Ans. A project in business and science is typically defined as a collaborative enterprise, frequently involving research or design, that is carefully planned to achieve a particular aim. Projects can be further defined as temporary rather than permanent social systems that are constituted by teams within or across organizations to accomplish particular tasks under time constraints. 
Project management is the discipline of planning, organizing, motivating, and controlling resources to achieve specific goals. A project is a temporary endeavour with a defined beginning and end (usually time-constrained, and often constrained by funding or deliverables), undertaken to meet unique goals and objectives, typically to bring about beneficial change or added value. The temporary nature of projects stands in contrast with business as usual (or operations), which are repetitive, permanent, or semi-permanent functional activities to produce products or services. In practice, the management of these two systems is often quite different, and as such requires the development of distinct technical skills and management strategies. 
· Temporary. This key characteristic means that every project has a finite start and a finite end. The start is the time when the project is initiated and its concept is developed. The end is reached when all objectives of the project have been met (or unmet if it’s obvious that the project cannot be completed – then it’s terminated).

· Unique Deliverable(s). Any project aims to produce some deliverable(s) which can be a product, service, or some another result. Deliverables should address a problem or need analyzed before project start.

· Progressive Elaboration. With the progress of a project, continuous investigation and improvement become available, and all this allows producing more accurate and comprehensive plans. This key characteristic means that the successive iterations of planning processes result in developing more effective solutions to progress and develop projects.

2. What do you understand by project networking? List the networking techniques and their advantages










(3)
Ans. A project network is a graph (weighted directed graph) depicting the sequence in which a project's terminal elements are to be completed by showing terminal elements and their dependencies. ... Although such a form is very inconvenient for human analysis, project management software often offers such a view for data entry.
Network technique is a technique for planning, scheduling (programming) and controlling the progress of projects. This is very useful for projects which are complex in nature or where activities are subject to considerable degree of uncertainty in performance time.

This technique provides an effective management, determines the project duration more accurately, identifies the activities which are critical at different stages of project completion to enable to pay more attention on these activities, analyse the scheduling at regular interval for taking corrective action well in advance, facilitates in optimistic resources utilisation, helps management for taking timely and better decisions for effective monitoring and control during execution of the project.
A network analysis has following objectives: 
1. Powerful tool of planning, scheduling and control.

2. Shows the inter-relationships of the activities of a project or a programme.

3. Minimises total cost where the cost of delays and cost of resources required to carry out the tasks can be measured.

4. Minimise total time where required e.g. in maintenance of production-line machinery in a factory.

5. Minimization of idle resources.

6. Minimise production delays.

7. To provide systematic approach in planning and scheduling.
8. Follow an integrated approach and bring about better coordination between the de​partments.

9. Focusses attention on critical activities of the project.

10. Provides up-to-date status information.

11. Suggest areas for increasing efficiency, and reduction of cost.

Advantages of Network Technique: 
1. Detailed and thoughtful planning provides better analysis and logical thinking.
2. Identifies the critical activities and focus them to provide greater managerial atten​tion.
3. Network technique enables to forecast project duration more accurately.

4. It is a powerful tool for optimisation of resources by using the concept of slack.

5. It provides a scientific basis for monitoring, review and control, to evaluate effect of slippages.

6. It helps in taking decision;

(i) To over-come delays,

(ii) To crashing programme,

(iii) Optimising resources, and

(iv) On other corrective actions.

7. It helps in getting better co-ordination amongst related fields.

8. It is an effective management tool through a common and simple language, providing common understanding.

3 Difference between Technical appraisal and Economic appraisal



(3)
Ans. Technical Viability is based on the examination on the examination of the technical parameter of the project, such as-

· Location

· Site

· Technology

· Layout

· Process of production

· Product mix

· Plant capacity
Economic Viability: The aspects of the project to be examined in this respect includes the following-

· Estimation of market revenue
· Estimation of Cost of production
· Estimation of Return
· Estimation of Risk and uncertainty involved
· Tax factor
· Rate of return and expected cash flow
4. Define Market Research








(3)
Ans. Market research is any organized effort to gather information about target markets or customers. It is a very important component of business strategy. The term is commonly interchanged with marketing research; however, expert practitioners may wish to draw a distinction, in that marketing research is concerned specifically about marketing processes, while market research is concerned specifically with markets. 

Market research is one of the key factors used in maintaining competitiveness over competitors. Market research provides important information to identify and analyze the market need, market size and competition. Market-research techniques encompass both qualitative techniques such as focus groups, in-depth interviews, and ethnography, as well as quantitative techniques such as customer surveys, and analysis of secondary data.

Market research, which includes social and opinion research, is the systematic gathering and interpretation of information about individuals or organizations using statistical and analytical methods and techniques of the applied social sciences to gain insight or support decision making.

5. What Demand Forcasting








(3)
Ans. Demand forecasting is predicting future demand for the product. In other words, it refers to the prediction of a future demand for a product or a service on the basis of the past events and prevailing trends in the present.

6. Define Project life cycle








(3)
Ans.    The Project Life Cycle refers to a logical sequence of activities to accomplish the project’s goals or objectives.Project activities are grouped into phases so that the project manager and the core team can efficiently plan and organize resources for each activity.
Phases of Project Life cycle
Introduction Stage – This stage of the cycle could be the most expensive for a company launching a new product. The size of the market for the product is small, which means sales are low, although they will be increasing. On the other hand, the cost of things like research and development, consumer testing, and the marketing needed to launch the product can be very high, especially if it’s a competitive sector.

Growth Stage – The growth stage is typically characterized by a strong growth in sales and profits, and because the company can start to benefit from economies of scale in production, the profit margins, as well as the overall amount of profit, will increase. This makes it possible for businesses to invest more money in the promotional activity to maximize the potential of this growth stage.

Maturity Stage – During the maturity stage, the product is established and the aim for the manufacturer is now to maintain the market share they have built up. This is probably the most competitive time for most products and businesses need to invest wisely in any marketing they undertake. They also need to consider any product modifications or improvements to the production process which might give them a competitive advantage.

Decline Stage – Eventually, the market for a product will start to shrink, and this is what’s known as the decline stage. This shrinkage could be due to the market becoming saturated (i.e. all the customers who will buy the product have already purchased it), or because the consumers are switching to a different type of product. While this decline may be inevitable, it may still be possible for companies to make some profit by switching to less-expensive production methods and cheaper markets

Section B

1 .What is Responsibility Matrix







(4)
Ans. Projects can involve large numbers of people often from different departments, functions and divisions of the business. The project manager is accountable for the project but this does not mean they are solely responsible for all the work involved. A Responsibility Matrix is used to define who in the organisation is responsible for individual work elements and deliverables. By forming a matrix  with the work breakdown structure and the organisational breakdown structure, responsibilities can be assigned to lower level tasks. Each task is assigned a WBS and OBS code, the department responsible, the person responsible, and the scope of work required.
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R – Responsible

A – Accountable

C – Consult

I – Inform

2. Determine the internal rate of return using annuity method


Initial Investment


Rs 10,000

Cash Inflows:

First year 



Rs 5000

Second Year                            

Rs 5000

Third Year



Rs 2000






(4)
Ans. Average cash inflow= 5000+5000+2000/3=Rs. 4000

Divide the initial investment by the Avg Cash Inflow: Rs 10,000/Rs 4,000=2.5

This 2.5 PV value against column of three years is  near to 10 % rate, :

we shall take 10% and 12% rates for discounting
10% rate of return

Year


Rs.
1


5,000*0.909 = Rs. 4545
2


5,000* 0.829= Rs.4130

3
2000* 0,751 = Rs. 1502
Total           = Rs. 10,177
12% rate of return

Year


Rs.
1


5,000*0.893 = Rs. 4465
2


5,000* 0.797= Rs.3985
3
2000* 0,712 = Rs. 1424
Total           = Rs. 9,874
IRR= A+PVA-C (B-A)/PVA-PVB
= 10 + 10.177- 10,000(12-10)/10.177-9,874

=10 + 177/303*2=10+1.17=11.17%
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Instructions to the Candidates:        

 Attempt any 4 questions from Section A and Section B is Compulsory
Section A
1. What do you understand by project networking? List networking techniques and their advantage(3)

Ans. A project network is a graph (weighted directed graph) depicting the sequence in which a project's terminal elements are to be completed by showing terminal elements and their dependencies. ... Although such a form is very inconvenient for human analysis, project management software often offers such a view for data entry.

Network technique is a technique for planning, scheduling (programming) and controlling the progress of projects. This is very useful for projects which are complex in nature or where activities are subject to considerable degree of uncertainty in performance time.

This technique provides an effective management, determines the project duration more accurately, identifies the activities which are critical at different stages of project completion to enable to pay more attention on these activities, analyse the scheduling at regular interval for taking corrective action well in advance, facilitates in optimistic resources utilisation, helps management for taking timely and better decisions for effective monitoring and control during execution of the project.

A network analysis has following objectives: 
1. Powerful tool of planning, scheduling and control.

2. Shows the inter-relationships of the activities of a project or a programme.

3. Minimises total cost where the cost of delays and cost of resources required to carry out the tasks can be measured.

4. Minimise total time where required e.g. in maintenance of production-line machinery in a factory.

5. Minimization of idle resources.

6. Minimise production delays.

7. To provide systematic approach in planning and scheduling.

8. Follow an integrated approach and bring about better coordination between the de​partments.

9. Focusses attention on critical activities of the project.

10. Provides up-to-date status information.

11. Suggest areas for increasing efficiency, and reduction of cost.

Advantages of Network Technique: 

1. Detailed and thoughtful planning provides better analysis and logical thinking.

2. Identifies the critical activities and focus them to provide greater managerial atten​tion.
3. Network technique enables to forecast project duration more accurately.

4. It is a powerful tool for optimisation of resources by using the concept of slack.

5. It provides a scientific basis for monitoring, review and control, to evaluate effect of slippages.

6. It helps in taking decision;

(i) To over-come delays,

(ii) To crashing programme,

(iii) Optimising resources, and

(iv) On other corrective actions.

7. It helps in getting better co-ordination amongst related fields.

8. It is an effective management tool through a common and simple language, providing common understanding.

2. What is project life cycle? Describe briefly the activities undertaken under each stage
(3)
Ans. The Project Life Cycle refers to a logical sequence of activities to accomplish the project’s goals or objectives.Project activities are grouped into phases so that the project manager and the core team can efficiently plan and organize resources for each activity.
Phases of Project Life cycle
Introduction Stage – This stage of the cycle could be the most expensive for a company launching a new product. The size of the market for the product is small, which means sales are low, although they will be increasing. On the other hand, the cost of things like research and development, consumer testing, and the marketing needed to launch the product can be very high, especially if it’s a competitive sector.

Growth Stage – The growth stage is typically characterized by a strong growth in sales and profits, and because the company can start to benefit from economies of scale in production, the profit margins, as well as the overall amount of profit, will increase. This makes it possible for businesses to invest more money in the promotional activity to maximize the potential of this growth stage.

Maturity Stage – During the maturity stage, the product is established and the aim for the manufacturer is now to maintain the market share they have built up. This is probably the most competitive time for most products and businesses need to invest wisely in any marketing they undertake. They also need to consider any product modifications or improvements to the production process which might give them a competitive advantage.

Decline Stage – Eventually, the market for a product will start to shrink, and this is what’s known as the decline stage. This shrinkage could be due to the market becoming saturated (i.e. all the customers who will buy the product have already purchased it), or because the consumers are switching to a different type of product. While this decline may be inevitable, it may still be possible for companies to make some profit by switching to less-expensive production methods and cheaper markets

3 What is the Social appraisal of the Industrial Projects





(3)
Ans. A social appraisal reviews the project design and the process of project identification through 

to implementation and monitoring, from a social perspective. Particular attention is paid to the 

likely impact of the project ondifferent stakeholders, their opportunities for participation, and 

the project’s contribution to poverty reduction. 
4. Define Network analysis








(3)
Ans. Breaking down a complex project's data into its component parts (activities, events, durations, etc.) and plotting them to show their interdependencies and interrelationships. Network analysis is the synthesis of two most useful techniques of project management i.e P.E.R.T and C.P.M.
Objectives of Network Analysis

Network Analysis is a successful technique frequently used to plan, monitor and control

the projects involving thousands of activities.

1. To minimize project cost.

2. To minimize the project time.

3. To ensure optimum utilization of human and other resources.

4. To ensure minimum conflicts and unnecessary delays.

5. What Project Networking








(3)
Ans. A project network is a graph (weighted directed graph) depicting the sequence in which a project's terminal elements are to be completed by showing terminal elements and their dependencies.
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6. Define Project management knowledge area






(3)
Ans. There are nine major knowledge areas in the field of project management. These consist of the processes that are applicable to a project as a whole in the most complex instance. It must be noted that, although all projects have to undergo all the above mentioned project phases, there are many cases where one or more of the knowledge areas are not applicable. For example, a project may not have any procurement taking place, so in this case the relative knowledge area is not applicable.

The knowledge areas of project management are:

· Integration Management, which includes the processes and activities that integrate the various elements of project management, which are identified, defined, combined, unified and coordinated within the project management phases.
· Scope Management, which includes the processes involved in ascertaining that the project includes all the work required, and only the work required, to complete the project successfully.
· Time Management, which includes the processes concerning the timely completion of the project.
· Cost Management, which includes the processes involved in planning, estimating, budgeting and controlling costs so that the project is completed within the approved budget.
· Quality Management, which includes the processes involved in assuring that the project will satisfy the objectives for which ot was undertaken.
· Human Resource Management, which includes the processes that organise and manage the project team.
· Communications Management, which includes the processes concerning the timely and appropriate generation, collection, dissemination, storage and ultimate disposition of project information.
· Risk Management, which includes the processes concerned with conducting risk management on a project.
· Procurement Management, which include the processes that purchase or acquire products, services or results, as well as contract management processes.
 

Section B

1 .Explain Project management with its concepts and types of Projects



(4)

 Ans. A project in business and science is typically defined as a collaborative enterprise, frequently involving research or design, that is carefully planned to achieve a particular aim. Projects can be further defined as temporary rather than permanent social systems that are constituted by teams within or across organizations to accomplish particular tasks under time constraints. 
Project management is the discipline of planning, organizing, motivating, and controlling resources to achieve specific goals. A project is a temporary endeavour with a defined beginning and end (usually time-constrained, and often constrained by funding or deliverables), undertaken to meet unique goals and objectives, typically to bring about beneficial change or added value. The temporary nature of projects stands in contrast with business as usual (or operations), which are repetitive, permanent, or semi-permanent functional activities to produce products or services. In practice, the management of these two systems is often quite different, and as such requires the development of distinct technical skills and management strategies. 
· Temporary. This key characteristic means that every project has a finite start and a finite end. The start is the time when the project is initiated and its concept is developed. The end is reached when all objectives of the project have been met (or unmet if it’s obvious that the project cannot be completed – then it’s terminated).

· Unique Deliverable(s). Any project aims to produce some deliverable(s) which can be a product, service, or some another result. Deliverables should address a problem or need analyzed before project start.

· Progressive Elaboration. With the progress of a project, continuous investigation and improvement become available, and all this allows producing more accurate and comprehensive plans. This key characteristic means that the successive iterations of planning processes result in developing more effective solutions to progress and develop projects.
Types of Projects:

Construction Projects

The project produces an artefact. The value generated by the project is embedded in the artefact. The artefact may be a complex system with human and mechanical components. 

Examples: 

· Warship

· Jubilee line extension

· Millennium dome

· Customer call centre

· Method guidebook

· IT system

Research Projects

The project produces knowledge. The knowledge may be formally represented as models, patterns or patents. Or the knowledge may be embedded in a working process or artefact. 

Examples: 

· Business modelling

· Developing a model of the UK economy

· Developing a new species of wheat

· Developing novel approaches to project management.

· Military intelligence/ codebreaking.

· The analysis, testing, QA or evaluation portions of a larger project.

Reengineering Projects

The project produces a desired change in some system or process. 

Examples: 

· Taking sterling into the Euro

· Renumbering the UK telephone system

· Implementing PRINCE project management practices into a large organization.

· Designing and installing an Intranet.

Procurement Projects

The project produces a business relationship contractually based with a selected supplier for a defined product or service based on a fixed specification and/or a defined specification process 

Examples: 

· Outsourcing a specific construction or research project

· Outsourcing a complete business function (such as IT).

· Imposing new rules and measures on a regulated industry.

Business Implementation Projects

The project produces an operationally effective process. The value generated by the project is embedded in the process. 

Examples: 

· Developing a new business process to repackage and exploit existing assets.

· Installing e-commerce

2. ABC Ltd. Has to replace one of its machines for which it has the following options;
i) Installation of equipment ‘Best’ having a cost of Rs 37,500 which is expected to generate cash flow of Rs 10,000 per annum for the next 6 yrs.




ii) Installation of equipment ‘Better’ having the cost of Rs 25,000 which is expected to generate cash flow of Rs 9,000per annum for the next 4 yrs.




Which equipment must be preferred by IRR method





(4)
Ans. Equipment “BEST”

PV Factor= Rs. 37,500/Rs. 10,000= 3.75

In the 6th year row of the present value table , the  rate of return  at this PV factor 3.75 lies between 15% (3.784) and 16% ( 3.685). Therefore, the actual IRR is calculated as under:

PV at 15%= 3.784 * 10,000= Rs 37,840

PV at 16%= 3.685 * 10,000=Rs 36,850

IRR= A+PVA-C (B-A)/PVA-PVB
= 15+ Rs. 37,840- Rs 37,500( 16-15)/Rs. 37,840- Rs. 36,850

= 15.34%

Equipment “BETTER”

PV Factor= Rs. 25,500/Rs. 9,000= 2.778
In the 4th year row of the present value table , the  rate of return  at this PV factor = 2.778 lies between 16% (2.798) and 17% ( 2.743). Therefore, the actual IRR is calculated as under:

PV at 16%= 2.798* 9,000= Rs 25,182
PV at 17%= 2.743* 9,000=Rs 24,687
IRR= A+PVA-C (B-A)/PVA-PVB
= 16+ Rs. 25,182- Rs 25000( 17-16)/Rs25,182- Rs. 24,687
= 16.36%

It is clear that equipment “Better” is having a higher IRR and will be preferred

