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Abstract

India has significantly expanded public investment in infrastructure, social protection, health, education,
water, transport, and other development sectors. At the same time, the effectiveness of development
expenditure depends not only on the availability of financial resources but also on the capacity of
institutions to translate resources into timely and sustainable outcomes. This paper examines the
relationship between implementation capacity and development project performance in India. It argues
that project outcomes are shaped by a combination of project preparation, procurement, institutional
coordination, technical capacity, monitoring systems, and post-completion sustainability. Evidence from
the Ministry of Statistics and Programme Implementation, NITI Aayog's Development Monitoring and
Evaluation Office, the Jal Jeevan Mission, the Asian Development Bank, and the World Bank
demonstrates that implementation challenges can generate delays, cost escalation, and gaps between
physical outputs and development outcomes. The paper further examines India's transition towards
outcome-based monitoring and argues that monitoring systems should move beyond measuring
expenditure and physical completion towards assessing institutional performance and sustained service
delivery. The paper concludes by proposing a framework for strengthening implementation capacity
through better project preparation, institutional assessment, procurement reform, adaptive monitoring,
intergovernmental coordination, and post-completion evaluation.

Keywords: development projects, implementation capacity, development assistance, public investment,
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1. Introduction

India's development trajectory has been accompanied by a substantial expansion of public investment.
Development expenditure is directed towards infrastructure, education, healthcare, water and sanitation,
transport, energy, agriculture, urban development, and social protection. International development
institutions also support India through loans, grants, technical assistance, and knowledge partnerships.
The scale of investment raises an important question. How effectively are financial resources translated
into development outcomes?

The distinction between expenditure, outputs, and outcomes is fundamental. Expenditure represents the
financial resources allocated to an intervention. Outputs represent the immediate products or services
generated by an intervention. Outcomes represent the changes that these outputs are intended to produce.
A road constructed is an output, while improved connectivity and reduced travel time are potential
outcomes. A household receiving a water connection is an output, while reliable access to safe water is a
broader service outcome.
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This distinction is increasingly recognised within India's public policy architecture. The Development

Monitoring and Evaluation Office of NITI Aayog describes the Output Outcome Monitoring Framework

as a reform intended to move monitoring from physical and financial progress towards measurable

outcomes. The framework was prepared for 67 ministries and departments and, in its 2021 to 2022

iteration, covered more than 600 Central Sector and Centrally Sponsored Schemes with nearly 6,000

indicators. These schemes represented approximately Rs 14.33 lakh crore, equivalent to about 40 per cent

of the Central Government's expenditure budget for that financial year (DMEO, 2021).

The emphasis on outcomes reflects a broader transformation in development practice. Development

agencies increasingly recognise that the success of a project depends not simply on whether activities were

completed but on whether institutions can convert those activities into sustainable improvements.

This paper examines implementation capacity as a central determinant of development project

performance in India. It asks three questions:

1. What dimensions of institutional capacity influence development project implementation in India?

2. How do implementation weaknesses contribute to delays, cost escalation, and gaps between outputs
and outcomes?

3. How can development partners and Indian public institutions strengthen implementation capacity
across the project cycle?

The central argument is that implementation capacity should be treated as a development asset rather than

merely an administrative variable.

2. Conceptualising Implementation Capacity

Implementation capacity refers to the ability of institutions to translate policy objectives, financial
resources and project designs into functioning interventions and sustained outcomes. The concept is
broader than administrative efficiency. It includes the organisational, technical, financial, managerial and
political capabilities required to implement complex interventions.

Pressman and Wildavsky's classic analysis of implementation demonstrated that policy outcomes can
diverge substantially from policy intentions because implementation involves multiple decisions and
institutional actors (Pressman & Wildavsky, 1984). Later scholarship similarly emphasised the importance
of institutional arrangements, organisational incentives and administrative capacity in determining policy
implementation. For development projects, implementation capacity can be divided into several
dimensions.

2.1 Planning capacity

Planning capacity concerns the ability of institutions to identify needs, assess feasibility, estimate costs,
identify risks and develop realistic implementation schedules.

Weak project preparation can create problems later in the project cycle. Unrealistic cost estimates,
incomplete technical designs or insufficient assessment of land and regulatory requirements can generate
delays once implementation begins.

2.2 Financial capacity

Financial capacity involves the ability to manage project resources, coordinate releases, maintain financial
controls and ensure that implementing agencies have access to funds when required.

Financial capacity is not equivalent to the availability of money. A project can have an approved budget
while still experiencing implementation difficulties because funds are released late, responsibilities for
expenditure are unclear or institutional financial systems are inadequate.
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2.3 Procurement capacity

Procurement capacity includes the ability to prepare specifications, conduct transparent procurement,
evaluate bids, manage contracts and ensure timely delivery.

Procurement becomes particularly important in infrastructure- and equipment-intensive projects. A delay
in acquiring a critical component can affect the entire implementation schedule.

2.4 Technical capacity

Technical capacity concerns the availability of appropriate expertise within implementing institutions.
Development projects increasingly involve complex technologies, environmental requirements,
engineering systems, digital infrastructure and specialised services.

Where technical capacity is insufficient, institutions may become highly dependent on external consultants
or project management units.

2.5 Coordination capacity

Large development interventions frequently involve multiple ministries, departments, state governments,
local institutions and development partners.

Coordination capacity determines whether these actors can exchange information, resolve institutional
disagreements and make timely decisions.

2.6 Monitoring and evaluation capacity

Monitoring capacity enables institutions to identify deviations from project targets and take corrective
action. Evaluation capacity allows institutions to assess whether interventions produced meaningful
outcomes.

NITI Aayog's DMEO explicitly describes outcome-based monitoring as a mechanism for improving
development impact and public accountability.

2.7 Sustainability capacity

Finally, institutions require the ability to maintain project outputs after external financing or project
management arrangements end.

This includes recurrent financing, staffing, technical maintenance, institutional ownership and adaptation.
Sustainability therefore represents the final test of implementation capacity.

3. Evidence from India's Major Projects

The scale of India's implementation challenge can be illustrated through the government's infrastructure
monitoring system. The Infrastructure and Project Monitoring Division of the Ministry of Statistics and
Programme Implementation monitors central sector projects with an original approved cost of at least Rs
150 crore. Its project monitoring system records project cost, expenditure, physical progress and revised
completion dates.

The current monitoring platform illustrates the scale of India's infrastructure portfolio. For example, as of
April 2026, 1,137 monitored roads and highways projects had a combined original cost of approximately
Rs 10.55 lakh crore and a latest revised cost of approximately Rs 10.81 lakh crore. The same monitoring
system includes major projects in railways, water resources, telecommunications, energy, healthcare,
education and urban transport (MoSPI, 2026).

These figures should not be interpreted as evidence that cost revisions automatically indicate
implementation failure. Large infrastructure projects operate in complex environments in which land
acquisition, inflation, environmental approvals, changes in scope, technological requirements and other
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factors can legitimately alter project costs. However, the existence of substantial revisions demonstrates
why project preparation and implementation management deserve systematic attention.

The MoSPI monitoring framework identifies a number of recurring causes of delays, including land
acquisition, environmental and forest clearances, financing issues, detailed engineering, tendering,
contractual problems, inadequate manpower and changes in project scope. These factors demonstrate that
project performance depends on institutional coordination rather than expenditure alone.

The implications are significant. If implementation problems are treated simply as financial problems,
policy responses may focus on increasing allocations without addressing the institutional factors
responsible for delays.

4. The Difference Between Outputs and Outcomes

One of the most important developments in India's public management system has been the movement
towards outcome-based monitoring.

The Output Outcome Monitoring Framework was introduced to connect government expenditure with
intended outputs and outcomes. DMEO describes this as a shift from measuring only physical and financial
progress towards a governance model centred on outcomes. The framework defines outputs as measurable
products of programme activities and outcomes as collective results or qualitative improvements arising
from service delivery (DMEO, 2021).

This distinction is important because development projects can achieve their immediate outputs without
producing their intended outcomes. A training programme may successfully train 500 people. This does
not necessarily demonstrate that employment opportunities increased. A school may receive new
equipment. This does not necessarily demonstrate improved learning outcomes.

A household may receive a tap connection. This does not necessarily mean that water is available reliably
throughout the year. A health facility may receive medical equipment. This does not demonstrate that the
equipment is being used effectively. The movement from outputs to outcomes therefore requires a stronger
understanding of institutional performance.

5. The Jal Jeevan Mission as a Case Study

The Jal Jeevan Mission provides an important example of the difference between infrastructure creation
and sustained service delivery. When the programme began in August 2019, approximately 3.23 crore out
of 18.93 crore rural households had access to tap water connections. This represented approximately 17
per cent of rural households. By May 2022, the programme reported that coverage had reached 50 per cent
(Government of India, 2022).

The numerical expansion is significant. However, the programme also demonstrates why development
outcomes require more than infrastructure creation. The Jal Jeevan Mission framework incorporates
source sustainability, infrastructure sustainability, operation and maintenance, community participation
and capacity building. These components reflect an understanding that a water connection has limited
developmental value if the service cannot be maintained.

This distinction can be represented as:

Infrastructure — Service — Reliability — Outcome

The first stage involves creating physical infrastructure. The second requires operational capacity. The
third requires maintenance and institutional continuity. The final stage concerns the broader social and
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developmental benefits associated with reliable access to water. The case illustrates a broader lesson for
development projects. Project completion should not be treated as equivalent to service delivery.

6. Development Assistance and Institutional Capacity

Implementation capacity is particularly important for externally supported development projects.
International development institutions can provide financial resources, technical expertise and knowledge.
However, externally financed projects ultimately operate through domestic institutions.

The Asian Development Bank provides useful evidence from India. Its 2025 evaluation of a capacity-
building programme for project design, implementation and evaluation states that the technical assistance
facility was designed to strengthen the systems and capacity of executing agencies in India. The
programme included capacity development on project design, implementation and evaluation, portfolio
review meetings and technical advice (ADB, 2025).

The existence of such programmes illustrates an important point. Development institutions themselves
recognise that financing and technical assistance need to be accompanied by institutional capacity. An
earlier ADB evaluation of its India programme found that inadequate capacity of executing agencies
contributed to project implementation delays. The evaluation also highlighted the importance of realistic
implementation arrangements and capacity development in addressing sustainability and implementation
challenges (ADB, 2007).

The ADB's India Country Assistance Program Evaluation similarly assessed project performance through
outcomes, efficiency and sustainability and explicitly considered the capacity of executing agencies as a
factor contributing to implementation delays and cost overruns (ADB, 2017).

These findings suggest that capacity development should not be regarded as a peripheral component of
development assistance. It can be a central mechanism through which external financing generates
sustainable institutional benefits.

7. The Department of Economic Affairs and Project Management

India has also invested in strengthening the management of externally funded development projects.

In 2024, the Asian Development Bank evaluated technical assistance supporting the Department of
Economic Affairs. The assistance sought to strengthen the institutional capacity for the preparation and
implementation of externally funded development projects through the application of an information
technology—based project management system and real-time monitoring throughout the project life cycle
(ADB, 2024).

This development is important because it reflects a shift towards viewing project management as a system
rather than as a series of isolated administrative tasks.

A project management system can potentially connect project preparation, financial management,
procurement, implementation progress, risk management, monitoring, and evaluation. Such integration
can improve institutional memory and allow decision-makers to identify implementation bottlenecks
earlier.

8. The Centre-State Dimension

Implementation capacity in India cannot be examined independently of federal governance.

Many development interventions involve the Union government, state governments, district
administrations and local institutions.
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This creates both opportunities and challenges. Central institutions may have greater financial and
technical resources. State institutions may possess greater knowledge of local conditions. District and local
institutions may have greater proximity to beneficiaries. However, decentralised implementation can
become difficult when responsibilities are transferred without corresponding authority and resources.

A local institution may be formally responsible for maintaining infrastructure but lack sufficient technical
staff or financial resources. A state department may be responsible for implementation but depends on
approvals from another authority. A central ministry may establish targets that require adaptation to local
conditions.

These institutional relationships influence project performance. Implementation capacity should therefore
be understood as a networked institutional capability rather than the capacity of a single organisation.

9. Monitoring Should Enable Corrective Action

Monitoring systems have limited value if they merely record whether targets have been met. Effective
monitoring should provide information that enables decision-makers to intervene. Suppose a project is
delayed. The monitoring system should identify whether the cause is land acquisition, procurement,
staffing, financing, technical design, contract management, regulatory approval, or interdepartmental
coordination.

Different causes require different responses. This is why DMEQ's emphasis on measurable indicators and
logical frameworks is important. Its guidance encourages ministries to distinguish between inputs,
activities, outputs and outcomes and to develop specific, measurable, attainable, relevant and trackable
indicators (DMEOQO, 2021).

The next challenge is institutional. Monitoring information must reach the people who can act on it. A
sophisticated dashboard cannot compensate for unclear authority.

10. From Project Management to Development Management

The evidence suggests that India needs to think about development projects in terms of a complete project
cycle. A conventional approach may concentrate heavily on financial approval and physical
implementation.

A development management approach would consider the following sequence:

e Need identification: What problem is the intervention addressing?

Project preparation: Is the proposed intervention technically and financially feasible?

Institutional assessment: Does the implementing agency have sufficient capacity?
Implementation: Are procurement, staffing, financing and coordination functioning?

Monitoring: Are outputs and outcomes progressing according to plan?

Evaluation: What changed because of the intervention?

Sustainability: Can the institution continue delivering the intended service? This approach also
changes the role of development partners. Rather than focusing exclusively on financing or project
completion, development cooperation can support institutional systems that remain after project
closure.
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11. Policy Recommendations

11.1 Introduce systematic institutional capacity assessments

Project appraisal should assess whether implementing institutions have the staffing, technical expertise,
procurement systems, financial management mechanisms and decision-making authority required for
implementation.

11.2 Strengthen project preparation

Projects should be assessed for land availability, regulatory approvals, technical design, financing,
procurement strategy and recurrent expenditure before implementation begins.

11.3 Link monitoring indicators to institutional responsibility

Every major output and outcome indicator should have an identified institutional owner.

Monitoring should answer not only whether a target has been missed but also who is responsible for
corrective action.

11.4 Strengthen procurement capacity

Procurement systems should combine transparency and accountability with appropriate timelines,
technical expertise and contract management capacity.

11.5 Integrate capacity building into project design

Training should be linked to institutional systems rather than delivered as an isolated project activity.
11.6 Extend post-completion evaluation

For major development projects, evaluation should continue beyond physical completion. Post-completion
assessment should examine whether services remain functional, whether institutions have absorbed
responsibilities and whether intended outcomes are sustained.

11.7 Strengthen Centre-State coordination

Project responsibilities should be matched with authority and financial resources. Coordination
mechanisms should be established early rather than only after implementation problems emerge.

11.8 Use evaluation findings for future project design.

Lessons from completed projects should systematically inform the preparation of new projects.
Institutional learning should become part of the development project cycle.

12. Conclusion

India's development challenge is no longer simply about mobilising resources. Financial investment
remains essential. However, the effectiveness of development spending depends on the institutional
systems through which resources are converted into infrastructure, services and sustainable outcomes.
Evidence from India’'s project monitoring systems demonstrates the complexity of implementing large
public projects. Evidence from the Output Outcome Monitoring Framework demonstrates the country's
movement towards measuring results rather than expenditure alone. The Jal Jeevan Mission illustrates the
difference between creating infrastructure and sustaining services. Evidence from the Asian Development
Bank demonstrates that institutional capacity remains a significant consideration in the implementation
and sustainability of development projects.

The central implication is therefore straightforward. Implementation capacity should be treated as a core
development asset. A development project should not be judged only by the amount of money spent, the
number of contracts completed or the physical infrastructure created. It should also be judged by whether
institutions can operate what has been created, whether beneficiaries receive the intended services and
whether those benefits continue after the project period ends.
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For development partners, this means moving beyond a narrow financing model towards stronger
institutional partnerships. For Indian public institutions, it means strengthening the entire project cycle
from preparation to post-completion evaluation. For researchers, it means studying not only where
development money goes but also how institutions transform resources into outcomes. Ultimately, the
effectiveness of development investment depends on the capacity to deliver. Spending creates the
possibility of development. Institutions determine whether that possibility becomes a sustained outcome.
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