
MODULE 7 
Project planning 

Background 

In mos t developmen t programme s th e objective s o f th e programm e becom e 
concretised whe n thes e programme s ar e reduce d t o actua l projects . Th e 
actual projec t mus t reconcil e th e conflic t betwee n ideal s an d reality ; 
between resource s an d intentions ; betwee n competin g need s an d want s an d 
between th e futur e an d th e present . 

Much o f the greate r par t o f th e wor k o f mos t multilatera l an d bilatera l 
donors revolve s aroun d th e project . A  projec t ca n b e define d a s a coherentl y 
linked envelop e o f resource s designe d t o fulfil l a  set o f developmen t 
objectives. Indeed , the projec t i s the mai n lin k betwee n th e mobilisatio n an d 
the disbursemen t o f ai d funds. I n a  nutshell th e projec t ca n b e viewe d a s the 
vehicle tha t translate s externa l fund s int o a n objective-driven packag e o f 
resources tha t ar e organised an d schedule d i n suc h a  way as to mee t 
identified needs . The projec t ha s a  time limi t fo r th e productio n o f intende d 
results, a  work plan , a  schedule o f input s an d a  budget . Th e monitorin g an d 
evaluation o f a  project determine s substantiv e achievement s an d 
accountability fo r th e expenditur e o f technica l co-operatio n resources . 

This modul e o n projec t plannin g set s ou t t o introduc e polic y makers  t o th e 
different stage s o f the projec t cycle . The modul e consist s o f tw o sections . 
Section 1  look s a t th e stage s o f the traditiona l projec t cycl e an d introduce s 
the ne w Worl d Ban k Projec t Cycle . Section 2  introduce s th e reade r t o 
simple technique s o f projec t analysis . 

Objectives 
At th e en d o f Sectio n 1 , the participan t shoul d b e abl e to : 

1. Distinguis h th e differen t stage s o f the projec t cycle ; 

2. Clarif y th e task s to b e performe d a t th e differen t stages ; 

3. Provid e a  rationale fo r eac h stag e o f cycle ; 

4. Identif y ke y concerns an d errors which ma y b e mad e a t the differen t stages ; 

5. Appreciate th e rol e o f differen t stakeholder s i n the desig n an d executio n 
of projects ; 

6. Explai n the rational e fo r th e ne w World Ban k projec t cycle . 
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Instruction 1 

Read Bo x 1 . 

Box 1 

Figure 7.1. Project cycle 

The successiv e stage s o f a  projec t 

The lif e o f a  project i s usuall y divide d int o severa l consecutive stages . Thi s 
sequence (se e Bo x 1  ) i s often know n a s the projec t cycle , because eac h 
stage i s the logica l successo r o f th e precedin g one , while th e las t stag e 
prepares th e firs t o f th e nex t cycle . 

In practice , the distinction s betwee n th e variou s stage s ar e no t alway s 
sharply drawn . In some projects , the firs t tw o o r thre e stage s ar e mor e o r 
less merged , and i n others ther e i s no retrospectiv e evaluation . On th e othe r 
hand, project s finance d b y internationa l ai d source s generall y follo w th e 
cycle quit e closel y Despit e thes e variations , i t ca n b e state d tha t th e broa d 
outline o f the cycl e i s followed b y mos t educatio n projects . W e now briefl y 
review th e differen t stages , examining the purpose , the agent s an d th e 
process o f each . (Magnen , 1991 , UNESCO, p.27 ) 
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Activity 1 

1. Do  these different stages seem logical  if  one had to plan a  project? 

2. Why  would lending agencies require  that borrowers  follow this  cycle very 
closely? 

Instruction 2 

Read Bo x 2 . 

First stage of project cycle 
Project identification 

Box 2 

The purpos e o f identification  i s precisely t o selec t one o r severa l project s 
with high priority fo r th e country' s developmen t an d then t o defin e thei r 
objectives, strategy an d main characteristics. This early selectio n mean s 
that th e lon g and expensive stag e of preparatio n ca n be reserved fo r 
those project s whose priorit y i s justified. Thu s the main function o f 
identification i s to justify th e priorit y o f identified projects . To justify a n 
education projec t i s to sho w that i t ha s high priority , in that i t i s likely t o 
substantially improv e th e performanc e o f education . It i s also to sho w 
that th e projec t i s in conformity wit h the nationa l developmen t an d 
education policies . The responsibilit y fo r identifyin g education project s 
usually falls on the Ministr y o f Education , and in particular th e uni t 
entrusted with planning . (Magnen, op. cit.,  p.28 ) 

Activity 2 

1. How  can a project identification report  help  in initial discussions  with 
lending agencies? 

2. How  can a study of the  education sector assist in project identification? 

3. Would  consultation of  all  stakeholders  at  this  stage contribute to  the 
success of  a project? 

Summary 

A common proble m a t thi s stag e i s the concentratio n o n th e fundin g 
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necessary an d th e wa y funds wil l b e consume d rathe r tha n th e prope r 
analysis o f th e proble m t o b e solved . Another commo n proble m i s th e 
setting o f unrealisti c an d unachievabl e goals . Another i s the lac k o f a 
thorough consultativ e process . 

Instruction 3 

Read Bo x 3 . 

Project preparat io n 

Box 3 

Project preparation  ha s two mai n purposes: studying in detai l al l th e 
aspects o f the project , so as to ensur e that i t i s reasonably feasible ; 
planning its execution , so that i t can star t withou t delays . As in the cas e 
of identification , responsibility fo r th e preparatio n o f education project s 
generally falls on the Ministr y o f Education concerned . 

Contrary t o identification , project preparatio n i s a long and costl y 
operation. I t studie s al l the aspect s (technical , institutional socio -
political, economic an d financial) tha t hav e a bearing on the project' s 
success. It details the necessar y investmen t items , quantifying thei r 
costs, as well as the additiona l recurren t expenditur e generate d by th e 
project. I t envisage s the organisatio n t o b e provided an d the measure s t o 
be taken for th e projec t execution , as well as the subsequen t functionin g 
of the institution s concerned . Preparation often require s carrying ou t 
pre-investment studies , with a  view to selectin g the mos t appropriat e 
technical o r institutiona l approaches . All this takes time, but thi s i s far 
from wasted i f the work i s well done. Experience ha s shown, in fact, tha t 
detailed preparatio n is one of the key s to projec t success , and can resul t 
in significant saving s on the require d outlay . (Magnen , op. cit.,  p . 29) 
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Activity 3 

?. What  are some of the  concerns a  donor or lending agency may have when 
viewing plans for the  project? 

2. Would  the administrative capacity of  the  co-ordinating agency  be 
important? Why? 

3. Would  it be  necessary to demonstrate  reliance on local technical  and 
inancial resources? Why? 

4. Should  resource mobilisation strategies  be  built into  a  project? 

Summary 

This ca n b e a  very length y perio d o f th e projec t cycl e an d ca n involv e 
considerable expense . Feasibilit y studie s an d cos t benefi t analysi s ma y b e 
done a t thi s stage . Lending agencies ma y stipulat e procedure s a t thi s stage . 
The preparatio n o f a  project pla n i s therefore a  fairly comple x affair . 

The proble m ha s to b e properl y identifie d an d a  proper need s assessmen t 
done. Thi s woul d requir e a  consultative proces s whic h ca n b e difficul t t o 
manage an d coordinate . Ther e i s a great temptatio n fo r politician s t o 
identify projects , no t t o satisf y fel t an d relevan t needs , but fo r politica l 
mileage. The require d dat a an d personne l fo r carryin g ou t feasibilit y studie s 
may no t b e readil y available . I n addition , assessing the ful l rang e o f 
interventions fo r th e successfu l implementatio n o f th e projec t take s a  lot o f 
time an d planning . Omission o f necessar y dimension s o f the pla n woul d 
entail futur e revision . 

Project appraisa l 
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Box 4 

The project preparatio n repor t an d it s attachments (pre-investmen t 
studies, architect's drawings , call for tende r documents ) ar e transmitte d 
to th e authorities responsibl e fo r financing,  an d are studied by th e 
competent service s before the decision to approv e or rejec t th e projec t 
is taken. 

Appraisal i s therefore mor e or les s an in-depth stud y o f the projec t b y 
the government department s o r organisation s tha t ar e to arrang e fo r 
financing (Ministr y o f Planning or o f Finance , external aid sources) befor e 
approval is given. 

Like identification an d preparation, appraisal has the goa l of ensurin g 
that th e projec t i s justified and feasible. In addition, it mus t verify tha t 
the projec t ha s been sufficiently wel l prepared for implementatio n t o 
start a s soon as the projec t ha s been approved. Coming under th e 
responsibility o f financial decision makers , in the appraisal o f an 
education projec t particula r importanc e i s attached to it s integration wit h 
the overal l set o f nationa l activities , as well as to it s economic an d 
financial aspects . 

All project s mus t b e evaluated t o determin e whethe r the y ar e suitabl e an d 
more desirabl e tha t othe r projects . 

The criteri a fo r appraisa l include : 

1. Educationa l feasibility ; 

2. Technica l feasibility ; 

3. Financia l feasibility ; 

4. Socio-politica l feasibility ; 

5. Administrativ e feasibility ; 

6. Institutiona l feasibility . 

Points to consider : 

Consider eac h criteri a 1  -6 abov e an d stat e th e factor s on e woul d conside r 
in each category i n orde r t o evaluat e a  project . 

Project desig n 

Consider thes e ke y questions : 
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1. Wha t i s the proble m an d it s causes ? Ho w i s the proble m relate d t o 
human needs ? 

2 Wha t condition s ar e expected i f the problem s ar e solved ? 

3 Wha t alternativ e solution s t o thi s proble m ar e possible ? 

4 Wha t ar e the cost s an d benefit s o f each ? Wh o wil l benefi t fro m eac h 
possible solution ? 

5. Wha t i s the bes t solution ? Wh y i s i t th e bes t solution ? 

6. Wh o ar e the beneficiarie s o f thi s solution ? 

7. Wha t technica l co-operatio n problems , i f any , are embedde d i n th e 
development proble m an d th e propose d bes t solution ? 

8. Wha t condition s o r result s ar e expecte d i f the technica l co-operatio n 
problems ar e solved? Wha t result s woul d thi s solutio n achieve ? Wha t 
would b e the objective s o f a  project t o achiev e thes e results ? 

9. Wha t approaches , define d a s the set s o f output s an d activities , coul d 
achieve th e intende d solution ? Whic h output s an d activitie s wil l bes t 
achieve th e objectives ? 

10. Wha t set s o f input s an d arrangement s ar e possible ? 

11. Whic h i s the mos t appropriat e se t o f input s an d arrangements ? Wh y i s 
this se t th e mos t appropriate ? 

12. Wha t ar e the risk s to th e productio n o r th e relevanc e o f projec t outputs ? 
If there ar e any seriou s risks , how ca n the y b e deal t wit h o r avoided ? 

13. Wha t financia l resource s ar e neede d fro m UND P an d the Governments ? 

C o m m o n iteration s i n th e projec t desig n proces s 

Figure 7. 2 give s a  summary o f th e projec t desig n phase . I t show s th e cyclica l 
nature o f projec t design . Advanced step s i n the projec t desig n phas e ofte n 
lead t o revision s o f earl y step s i n the process . 
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Figure 7.2 . Commo n iteration s i n the projec t desig n proces s 

Instruction 4 
Read Box 5. 

Negotiations 
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Box 5 

The appraisal stage usually closes with negotiations betwee n representatives 
of the Ministr y o f Educatio n and o f the financia l decision makers . The 
negotiations resul t i n an agreement a s to th e project' s objectives , design, 
content an d mode of financing . The Ministr y o f Education' s 
representatives obviousl y hav e a better chanc e o f having their poin t o f 
view accepted i f the projec t documentatio n i s well prepared, and i f they 
are perfectly familia r wit h the differen t aspects . (Magnen , op. cit.,  p.30 ) 

Activity 4 

?. How  would good project identification,  preparation  and  appraisal assist 
education officials in  negotiating with  local finance officials and 
international financial  institutions? 

2. What  are the differences in  perspectives which  the local education official, 
the local financial official  and  the International Lending  Agency may bring 
to bear on a project? 

Implementat ion 

Box 6 
Project implementation o r managemen t include s the implementatio n 
of all the investments and other action s provide d fo r b y the projec t -
construction o f buildings , purchase of equipment , training of staff , 
technical assistance , miscellaneous services , project monitorin g an d 
evaluation. I t ends when the school s o r othe r institution s develope d b y 
the projec t ca n function normally . The responsibilit y fo r executio n of an 
education projec t ca n lie with th e Ministr y o f Education , with anothe r 
ministry, such as Public Works , or wit h the dono r agenc y a s regards th e 
components o f the finances . (Magnen , op. cit.,  p . 30) 
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Activity 5 
1. What  factors would  determine effective implementation of a  project? 

2. Consider  any education project implemented  in your country  and  identify 
some implementation problems. 

3. Examine  the kinds of institutional  arrangements  that  were  necessary for 
the implementation of any education project in  your country. 

Instruction 5 

Read Bo x 7 . 

Monitoring 

Box 7 

Because of the virtuall y infinit e spa n of thematic an d operationa l 
activities, the varied target groups, the long term time frame and th e 
qualitative nature of developmenta l activitie s i n the education sector , 
monitoring and evaluation processes may be approached from a wide 
range of perspectives an d applied a t various substantive , operational an d 
impact levels . 

Monitoring may be described as a continuous process, the  continuous 
nature of which must be entrusted to the periodic and systematic aspect of 
evaluation. It relates to th e review , analysis and recording of the activitie s 
being implemented, with a  determination o f the leve l of cos t 
achievements and output relativ e to programme d objectives , activities, 
time-frame and expenditure . 

An effective monitoring system should provide for recognition  of the  positive 
aspects and  the validation of  the  design and implementation stages and the 
scope for enhancement  of  these  areas of the  project or  programme cycle. 
Conversely i t serves  a s well for identificatio n o f the constraints affectin g 
delivery o f output . I t would also allow for feedback  to the execution 
mechanism relative to the timely adoption of  adjustments and changes in 
implementation, given that there  is the proper design of  the system to  facilitate 
this process. 
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Activity 6 
1. Should  monitoring  be  carried out  as  part  of  the  internal  operational 

system of  projects or established  as  a separate  external  entity? 

2. What  efficiencies  may result  from proper  monitoring  of  project 
implementation? 

Evaluation 

Box 8 
The retrospective evaluatio n stag e involves studyin g the project' s result s 
after it s completion, and hence when it s fina l costs are known. I t 
compares actua l outlays and result s achieved with the project' s origina l 
estimates. Its main purpose i s to identif y th e reason s for apparen t 
successes and failures, so as to infor m the competen t authoritie s an d t o 
draw lessons for future projects . 

Retrospective evaluation i s carried ou t b y the ministr y responsibl e fo r 
execution o f the project , or b y anothe r governmenta l organisation . In 
addition, external aid sources often carr y ou t retrospectiv e evaluation s o f 
projects the y hav e financed. 

Activity 7 
1. What  kind  of evaluation is  necessary when a project  is  completed? 

2. Since  the final costs  of a  project  may  exceed  the estimated cost , would  it 
be necessary to re-estimate  the  rate  of  return  on  the  project? 

3. Would  an impact  evaluation  become  necessary five years after  completion 
of the  project? 

The ne w Worl d Ban k projec t styl e 

The traditiona l projec t cycl e -  wit h orderl y progressio n fro m identificatio n 
to preparation , appraisal, approval, implementation an d evaluatio n -  ha s 
been wel l suite d t o infrastructura l developmen t i n stabl e economie s wit h wel l 
established institution s an d predictabl e governmen t policies . 

In the presen t er a developmen t busines s i s now mor e participation , mor e 
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risky an d mor e volatile . Poo r performanc e o n developmen t project s ar e 
attributable to : (a ) lac k o f participatio n b y beneficiaries ; (b ) borrower s no t 
being committed t o projec t goals ; (c ) inadequat e ris k assessment ; (d ) lac k o f 
emphasis o n capacit y building ; (e ) lac k o f flexibility . I n response , the Worl d 
Bank ha s devised a  new projec t cycle . 

Instruction 6 

Study Bo x 9 . 

Box 9 
1 . Listenin g -  I n the traditiona l projec t cycle , the first  ste p is 
Identification' -  a  term that suggest s the visua l selection of physica l 
goals. The new project cycle starts with listening' . This term symbolise s 
the learnin g dimension of projects , the centra l rol e of the borrower , an d 
the participatio n o f potentia l beneficiarie s righ t fro m the start . 
2 . Pilotin g -  Th e second phase 'piloting ' -  i s geared to explorin g 
alternatives identified a t the learnin g phase and objectively assessin g 
risks. Pilot project s ar e deliberately small . 
3. Demonstratio n -  Base d on the result s o f the pilot , th e 
'demonstration' phase provides the opportunit y t o fine-tune  an d adap t 
project concept s -  fo r example , to confir m hypothese s identifie d a t th e 
pilot phas e through trial s on a  representative scale , and to confir m tha t 
risks are manageable and that th e projec t potentiall y ha s a satisfactor y 
development impact . 
4. Mainstreamin g -  Th e ultimate aim of development assistanc e is 
institutional learnin g and the achievemen t o f a  lasting impact o n th e 
country's policies , practices, technologies, and skills . Hence, the ne w 
cycle comes to fruitio n with the large-scal e adoption -  tha t i s 
'mainstreaming' -  o f methods , techniques, and programmes pioneere d 
during the pilo t an d demonstration phases . 

Activity 8 

1. How  does the new project cycle match up with the traditional project  cycle? 

2. Would  the new cycle deal with the shortcomings of the traditional project 
cycle? 

3. Is  the new cycle friendlier to  borrowing countries? 
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SECTION 2 

Objective 

At th e en d o f Sectio n 2 , the participan t shoul d b e abl e to : 

1. Giv e a  simple explanatio n o f cost-benefi t analysis ; 

2. Explai n the concep t o f ne t presen t value ; 

3. Understan d th e significanc e o f th e discoun t rate . 

Distinguishing betwee n privat e cost-benefi t analysi s an d socia l 
cost-benefit analysi s 

Box 10 

In order t o decid e whethe r an y projec t o r investmen t i s to b e undertake n 
the investo r has to b e able to determine ho w profitable i t i s compared t o 
other projects . In order t o d o this a  producer wil l simply determine cost s 
and revenues. If revenues are greater than costs the investmen t i s 
feasible. If costs are greater the n the investment i s not feasible . A privat e 
produce, for example , a manufacturer o f furniture wil l determine hi s costs 
and revenues by hi s bills and receipts . A state agenc y buildin g a school 
may use bills to determin e a  lot o f the costs involved bu t th e revenu e 
side may prove difficul t sinc e no actua l sales are generated. But there ar e 
definite benefit s which societ y enjoys . These are called socia l benefits . 
Some investments ma y incur costs lik e damage to landscap e o r pollutio n 
and these costs are not born e b y the producer . These are called socia l 
costs. 

Activity 9 
1. Attempt  a  cost benefit analysis for the 

primary school  in a rural area  of your 

2. What  difficulties do  you encounter? 

building 
choice. 

and equipping of a small 
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The concep t o f presen t valu e 

Box 1 1 

If the rate of interest on a bank deposit i s 10 per cent per annum then 
$100 investe d now will be worth $11 0 in one year's time. Put in another 
way, $110 one year into the future has a present day value of $100. In 
comparing projects i t is necessary to compare their strea m of profits 
over a period of years. This is done by reducing their strea m of profits to 
a present day value. The present day value of the project i s then 
subtracted from the capital outlay for the project . This gives the net 
present value. If the answer is positive, the project i s feasible. If it is 
negative, the project is not. 

The formula below summarises the calculation. 

Co = Capital outlay 

R =  Revenues 

C =  Cost s 

r =  rate of discount 

Activity 1 0 

What would be the impact on NPV of: 

1. A  larger capital outlay? 

2. A  higher rate of discount? 

3. An  over-estimation of C? 

4. An  underestimation of r? 

Some consideration s i n establishin g th e discoun t rat e 

The discoun t rat e i s significan t sinc e i t i s the rat e use d to reduc e futur e 
streams o f profits/benefit s t o a  present value . When marke t consideration s 
are involved , the rat e o f interes t representin g th e cos t o f capita l i s a usefu l 
approximation o f th e discoun t rate . The highe r th e discoun t rat e use d th e 
more difficul t i t i s for a  project t o b e approved , i.e . t o sho w a  high ne t 
present value . 
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