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CHAPTER I
2. INTRODUCTION TO PROJECTS

1.1 General

Projects are the basic building blocks of development. Without
successful project identification, preparation and implementa-
tion, development plans are no more than wishes and nations would
remain stagnant or regress. Projects, Gittinger' claims, are the

"cutting edge" of development. Hirschman? calls them "privileged
particles of the development process".

Programmes and projects are increasingly used in Caribbean
countries in the process of economic and social development. They
represent a crucial element in both the formulation and
implementation of development plans. Projects have also been the
primary instruments for grant, credit, loan and technical aid to
Caribbean countries by international assistance agencies.

Recent assessments of development planning and administration, and
of the lending practices of assistance agencies highlighted the
importance of well prepared and executed projects. As critical
leverage points in the development process, projects translate
plans into action. As vehicles for social and economic change,
they can provide the means of mobilizing resources and allocating
them to the production of new economic goods and social services.

The paucity of well conceived projects is a primary reason for the
poor record of plan implementation in many Caribbean countries.
The inability to identify, formulate, prepare and execute projects

continues to be a major obstacle to increasing the flow of capital
into the poorest societies.

Despite more than a quarter of a century of intensive experience
vith project development, international funding institutions and
Ministries of Agriculture of Caribbean countries still report
serious problems in project execution. Many are due directly to
ineffective planning and management. Analysts have found that most
developing nations simply do not have adequate institutional
capacity or trained personnel to plan and implement projects
effectively. As the number of projects increase and their
components become more complex, international funding institutions
face increasing problems in planning and administration.

—

1

J.Price Gittinger. Economic Analysis of Agricultural Projects. (BALTIMORE: The John Hopkins University
Press, 1972).

! MBERY O. Hirschman. Development Projects Observed. (Washington: Brookings Institution, 1967)
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1.2 What is a Project?

We generally think of an agricultural project as an investment
activity in which financial resources are expended to create
capital assets that produce benefits over an extended period of
time. In a broader context however, the whole complex of
activities in the undertaking that uses resources to gain benefits
constitutes the agricultural project. An enormous variety of
agricultural activities may usefully be cast in project format.
Financial institutions lend for agricultural projects as different
as irrigation, livestock, rural-credit, land settlement, tree-
crops, agricultural machinery, and agricultural education, as well
as for multisectoral rural development projects with major
agricultural components.

Often projects form a clear and distinct portion of a larger, less
precisely identified program. The whole program might possibly be
analyzed as a single project, but by and large it is better to keep
projects rather small, close to the minimum size that is
economically, technically and administratively feasible.
Similarly, it is generally better in planning projects to analyse
successive increments or distinct phases of activity:; in this way
the return to each relatively small increment can be judged
separately. If a project approaches program size, there is a
danger that high return from one part of it will make low returns
from another.

While there are many definitions for development projects, the
important thing is to understand a project's characteristics. The
more salient characteristics of a development project are the
following:

1. Projects have a physical dimension which establishes
limits to their available resources.

2. Projects have a temporal dimension. Since they begin and
end at specific times, they can be differentiated from
ongoing institutional activities.

3. Projects conform to a well-defined unit (group of
actions) which can be evaluated to determine its success.

4. Projects have clearly defined objectives which tend to be
innovative, rather than perpetuating an existing
situation.

Hence, a project is a set of interrelated activities aimed at a
common goal/objective and implemented during a given period of time
vith a predetermined quantity of resources (goals + resources +
activities + time).

It ve accept this definition of a project, then we can prepare a
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pProject document:

1. Defining its goals, objectives and expected outputs;
2. Describing the project's principal activities;

3. Indicating the resource requirements; and

4. Establishing a time frame for the beginning and ending of
. the project.

1.3 Plans and Projects

Virtually every developing country has a systematically elaborated
national plan to hasten economic growth and further a range of
social objectives. Projects provide an important means by which

investment and other development expenditures foreseen in plans can
be clarified and realized.

Sound development plans require good projects, just as good
projects require sound planning. The two are interdependent.
Therefore, effective project preparation and analysis must be set
in the framework of a broader development plan. Projects are a
part of an overall development strategy and a broader planning
process; as such, they must fit appropriately. Governments must
allocate their available financial and administrative resources
among many sectors and many competing programs. Projects analysis
can help improve this allocation, but it alone cannot be relied
upon to achieve the optimal balance of objectives. Within the
broad strategy, analysts must identify potential projects that
address the policy or production targets and priorities. Further,
to make a realistic estimate about the course of a project, some
idea must be gained of what other development activities will be
taking place and what policies are likely to be pursued.

1.4 The Project Format
1.4.1 Qutline of Project Format

While diffarenﬁ people and organizations use different outlines for
project documents, basically they all contain the same type of
information to greater or lesser degrees. Based on our definition

of a project given above, the following minimum information should
be included in a project document:

1. Title (reflects the most important feature of the
project)

2. Definition of problems/justification (derived from the
problem tree)






3. Goals or general objectives (derived from an analysis of
objectives tree and alternative strategies)

4. 8pecific objectives (derived from analysis of the
objectives tree and alternative strategies)

5. Expected outputs (identified from the lower levels of the
objective tree). The expected outputs are the results
wanted at the end of the project.

6. Activities to be executed under the project which will
produce the expected outputs. (These are a 1logical
extension of the expected outputs and must be carried out
to achieve the expected goals)

7. Expected duration of the project (determined by time
required to complete all project activities in their
proper sequence).

8. Estimated costs (derived from an analysis of inputs
required to implement activities).

9. Implementing organigzation or agency (determined through
an evaluation of organization capability, source of
funding, and local politics).

1.4.2 Advantages of the Project Format

Projects carefully prepared, within the framework of broader
development plans, both advance and assess the larger development
effort. The project format itself is an analytical tool. The
advantage of casting proposed investment decisions in the project
format lies in establishing the framework for analyzing information
from a wide range of sources. Because no plan can be better than
the data and assumptions about the future on which it is based, the
reality of the analysis to a large degree depends on information
from various sources and the considered judgements of various
specialists in different areas. The project format facilitates
gathering the information and laying it out so that many people can
participate in providing information, defining the assumptions on
which it is based, and evaluating how accurate it is.

The project format gives an idea of costs year by year so that
those responsible for providing the necessary resources can do
their own planning. Project analysis tells us something about the
effects of a proposed investment on the participants in the
project, whether they are farmers, small firms, government
enterprises, or the society as a whole. Looking at the effects on
individual participants, we can assess the possible incentives a
proposed project has and Jjudge if farmers and other may
successfully be induced to participate.






Casting a proposed investment in project form enable a better
Jjudgement about the administrative and organizational problems that
will be encountered. It enables a strengthening of administrative
arrangements if these appear to be weak and tells something of the
sensitivity of the return to the investment if managerial problems
arise. Careful project planning should make it more likely that
the project will be manageable and that the inherent managerial
difficulties will be minimal. The project format gives both

managers and planners better criteria for monitoring the progress
of implementation.

The project format encourages conscious and systematic examination
of alternatives. The effects of a proposed project on national
income and other objectives can conveniently be compared with the
effects of projects in other sectors, of other projects in the same
sector, or - very important - of alternative formulations of

virtually the same project. One alternative can be the effects of
no project at all.

Another advantage of the project format is that it helps contain
the data problem. In many developing countries, national data are
unavailable or are, to a substantial degree, unreliable. By
channelling much of the development effort into projects; the lack
of reliable national data can be mitigated. Once the project area
or clientele has been determined - once a conceptual boundary has
been drawn - local information on which to base the analysis can be
efficiently gathered, field trials can be undertaken, and a
judgement can be made about social and cultural institutions that
might influence the choice of project design and its place of
implementation. Investment can then proceed with confidence.

1.4.3 Limitations of the Project Format

Although the project format has many advantages, the results of
project analysis must be interpreted with caution. Obviously, the
quality of project analysis depends on the quality of the data used
and of the forecasts of costs and benefits made. Here the GIGO
principle - “garbage in, garbage out" - works with a vengeance.
Unrealistic assumptions about yields, acceptance by farmers,
response to incentives by entrepreneurs, the trend of future prices
and the relative effect of inflation upon them, market shares, or

the quality of project management can make garbage out of the
project analysis.

To begin with, projects will exist in a changing technical
environment. For some project the possibility of technological
obsolescence will affect judgements about the attractiveness of the
investment. Fortunately, in agriculture this is not often a
serious problem, although in other sectors it can be.

Because future circumstances will change, we must judge the risk
and uncertainty surrounding a project, and here techniques of
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project analysis offer only limited help. It is impossible to
quantify completely the risks of a project. We can, however, note
that different kinds of projects or different formulations of
essentially the same project may involve different degrees of risk.
These differences will affect the choice of project design. We can
also test a project for sensitivity to changes in some specific
element, see how likely it is that such changes will occur and
whether the changes in benefits will alter our willingness to
proceed. We could do such "sensitivity analysis" for example, by
assuming that future yields will be less than our best estimate or
that future prices will be lower than the level of our most likely
projection, and then decide how probable such shortfalls will be
and whether we will wish to continue with the project.

Project analysis is a species of what economists call "partial
analysis". Normally we assume that the projects themselves are too
small in relation to the whole economy to have a significant effect
on prices. In many instances, however, a proposed project is
relatively large in relation to a national or regional economy. In
this event we must adjust our assumptions about future price levels
to take account of the impact of the project itself. At best, such
adjustments are approximate and may severely limit the usefulness
of the measures of project worth.

Another 1limitation of the project format is an wunderlying
conceptual problem about valuation based on the price system. The
relative value of items in a price system depends on the relative
weights that individuals participating in the system attach to the
satisfaction they can obtain with their incomes. They choose among
alternatives, and thus the prices of goods and services balance
with the values attached to these goods and services by all who
participate in the market. Such a system, however, reflects the
distribution of income among its participants; in the end, values
trace back to existing income distribution. Project analysis takes
a premise that inequities of income distribution can be corrected
by suitable policies implemented over a period of time. If such a
premise is not accepted, then the whole basis of the valuation
system in project analysis (and of the underlying price system upon
vhich is rests) is called into question.

Although project analysis must consciously be placed in a broader
political and social environment, in general the effects of a
project on this environment can be assessed only subjectively.
Often economists refer to "externalities" or side effects, such as
skill creation and the development of managerial abilities, that
are by-products of a project. Projects may also be undertaken to
further many objectives - such as regional integration, job
creation, or improving rural 1living conditions - beyond economic
growth alone. The less subject to valuing these objectives are,
the less formal are the project analysis techniques that can be
used to compare them, although the project format can still be
sffectively used to encourage careful planning and efficiency.
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Furthermore, projects are not the only development initiatives that
governments may undertake. The development process calls for such
measures as good price policies, carefully designed tariff
policies, and participation in discussions to obtain wider market
access, and not of these lends itself easily to being cast in
project form.

Projects are planned and implemented in a political environment.
This is as it must be, since it is the political process that
enable societies to balance many, often conflicting, objectives.
But questions inevitably arise about the political overtones of
project analysis. Is the "national" interest the same as the
"gocial" interest? 1In project planning and analysis how do we
adequately incorporate such considerations as national integrity,
nation building, or national defense? One objective may be to
benefit disadvantaged groups or regions, but projects in which
these objectives are important may not always be the most
remunerative. Political leaders must respond to all sorts of
pressures, and the way they weigh various tradeoffs may not lead to
the same conclusions a project analyst would reach.

All this is to say that, even though the analytical methods we will
discuss can be of great help in identifying which projects will
increase national income most rapidly, they will not make the
actual decision of project investment. That decision is one on
which many, many factors other than quantitative or even purely
economic considerations must be brought to bear.






CHAPTER II
2. PROJECT LIFE CYCLE

2.1 Introduction

Projects are like living organisms in the sense that they are born
as ideas which must be nurtured with information and studies in
order to become realities. During this maturing process a project
goes through different stages, at each of which resources are
needed and decisions have to be made.

This process is required in order to reduce the uncertainty
associated with undertaking a given project. When a project is
born as an idea only very rough estimates can be made about the
expected cost and the benefits it is supposed to generate.
Therefore, before deciding on spending scarce resources in

implementing a give project, this uncertainty must be reduced to
acceptable levels.

However, the process of reducing uncertainty requires studies that
also imply using scarce resources (like, for example, highly
qualified manpower). Therefore, the cost of gaining additional

certainty on a project must be carefully balanced against the
benefits of that additional certainty.

The process through which the project goes from its inception as an
idea to becoming a reality is known as the Project Life Cycle. The
process is considered as a cycle because one stage normally leads
to the next, and feedback to an earlier stage may often be
necessary as the cycle moves ahead in time in changing economic and
political conditions. The five (5) broad stages that make up this

process and their relationships are depicted in Figure 1. They
are:

1. Identification

Project idea
2, Preparation

Project Profile
Pre-feasibility study
Feasibility study

3. Appraisal
4. Implementation
5. Evaluation






The Project Life Cycle

Figure 2.1
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The first, identification, covers the stage from a project idea to
a broad proposal for financing. In the second, preparation, the
proposals are elaboration and the items of investment described and
costed to an agreed level of accuracy. In the third, appraisal, a
decision on financing the project is made by the government and by
the external agency concerned; this stage covers field appraisal
and negotiations between government and financing agency. The
fourth stage, jimplementation, includes construction of the works
and execution of actions or measures proposed under the project and
the monitoring of physical and economic results.

The final stage, evaluation, looks systematically at the elements
of success and failure in the project life to determine how better
to plan for the future.

2.2 Identification

2.2.1 objective

The objective of identification is to confirm that the proposal
concerns a priority sector of the national economy, and to assess,
prima facie, whether the project idea is technically and
economically viable and justifies devoting more resources to its
formulation. Identification should also broadly define the scope
of the project in terms of geographic area, and types of action
proposed (main project components), give an order of magnitude of
financial requirements and indicate, on a preliminary basis, the
agencies which are likely to be in charge of implementation and
operation.

2.2.2 Prerequisites for Identification

The resources required for identification are usually 1less
important than for preparation in terms of studies, manpower and
time involved. Nevertheless, even before committing resources to
identification, it may be necessary to check, in broad terms, a
number of prerequisites for identification work:

(1) That the project concerns a national priority sector:;
this relates to the need for the project. Government
position should also be established in the form of an
agreement either to a general identification in a
specified sector, or to the identification of the
specific project idea. In other words, it is not
sufficient to have established the need for a project,
one should establish government commitment a priori to
support this type of project.

(ii) Awareness of a technological or institutional change,
introduction of which will lead to an improvement in the
existing situation; for the sake of brevity, this will be
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called the "technical package" although it may not
necessarily concern a new technological breakthrough.

Unless there is a proposal which will lead to increased
production or an improvement in the productive resource
base, it is difficult to see how an investment project
can be formulated.

2.2.3 Where do Project Ideas Originate

Considered from the aspect of the need for the project (see 2.2.2
(i) above), the following sources of project ideas can be listed:

(1)

(ii)

(iii)

(iv)

(v)

A government request; this obviously applies in the
case of external financing of a project.

The national development plan; in particular, the
agricultural sector of such a plan.

Economic reviews of agricultural sector surveys
carried out by international agencies such as the
World Bank, FAO, TECHNICAL, CDB, IICA, etc.

Project ideas from the above sources will usually
arise from the following considerations:

(a) foreian trade balance (the need to reduce
imports or increase exports for foreign
exchange savings or earnings);

(b) domestic food supply (pressure or demand on
food prices and shortages markets, as well as
the need to improve nutritional levels);

(c) the need to provide raw materijal supplies for

local industries; and last, but not least;

(d) the need to develop a depressed area or region
in the country.

Related to the technical package described
under 2.2.2 (ii) above, sources of project
ideas are generally as follows:

Research and experimentation results in the country
or in other countries under similar conditions.

Government surveys and studies of a resource

undertaken directly by the government services or
using national or foreign consultants.
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(vi) Other studies, in particular, resource surveys, or
surveys financed with the assistance of
multinational or bilateral financing agencies.

2.2.4 The Identifjcation Process

The identification process consists of elaborating proposals, or
analysing specific proposals already submitted, and establishing

that these proposals are sound and appear to be the
best alternative for achieving the project's objectives. A
constant awvareness of possible alternatives is probably the most
important element in the approach to the identification process.
the alternatives are considered and the selection made at
identification:

The aspects under which the proposals have to be considered are the
following:

(i) National Priority. For example, although increased
production of banana may a national priority, this can be
achieved in more than one manner. Therefore, while
checking the national priority of the proposals, close
consideration should be given to alternative
possibilities, from the national policy viewpoint, for
achieving the same end.

(ii) Technical Feagibility Prima facije it should be
established that the works proposed are feasible. For

example, in the case of an irrigation proposal, that a
study has proved that a dam can be built at the location
. selected, that there will be sufficient water stored
inside the dam to meet the proposed requirements, that
there are adequate soils to irrigate and that these soils
can produce the proposed crops. Again in this respect,
the technical alternatives and their economic
implications should always be kept in mind.

(iii) Economic feasibility which includes markets for the
produce and incentives for the beneficiaries to

participate in the project. pPrima facie it should be
established that the output from the proposed investment
will find markets, that project will yield acceptable
economic results for the nation as a whole and that the
returns at farmer level are likely to provide sufficient
incentives to the farmers to intensify production.
Although detailed analysis may not be necessary at this
stage, an order of magnitude of the level of economic
return is required to justify proceeding with project
preparation.

12
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(iv)

(v)

Definition of Scope and Size of the Project. Although
the project proposal and type of development may be
already fully justified, there has to be a rationale for
selecting whole or part of the proposed area, and the
specific mix of components, after consideration of
possible alternatives.

Identification of Issues. At this stage, it should be
possible to identify the problems and issues related to
some aspects of project preparation, although it is fully
recognized that they cannot, and need not, be resolved at
the identification stage itself. The judgement that is
required is that a solution will be possible, but not to
determine exactly what shape the solution will take. 1In
fact, a number of alternative solutions are likely to
emerge.

- Issues and problems are likely to be related to the

(vi)
(vii)

following aspects of a project:

(a) Organizational/managerijal: as a number of public
agencies are likely to be concerned, which agencies
will be responsible for construction and operation
of the project?

(b) Einancial and budgetary aspects: will the project
entity be able to finance its construction and
operating costs, and how will it do so? How will
cost recovery, if any, take place? Will the
beneficiaries require credit to implement the
project? These problems not 1likely to be
definitively resolved at identification.

(c) Institutional aspects: problems relating to land
tenure, price policy, taxation. It is very
important when considering institutional aspects to
be able to arrive at a judgement as to what is
politically possible for a government.

(d) Marketing aspects: These cover both the
distribution of inputs and the marketing of output.
Present problems should be identified and possible
solutions outlined.

Identification of Project Beneficjaries

In most of the relatively
poorer countries, this is likely to be a most important
constraint. In general, the cost of domestic resources
devoted to the investment project is expected to be
financed internally by the government and the private

13






beneficiaries concerned. It 1is necessary at the
identification stage to review the situation with regard
to the availability of local funds and the projects
. impact on the projects impact on the government budget.

(viii) Information Gaps Finally, the identification process
must point out gaps in information and, in particular, to
what extent the filling of these gaps may modify some of
the findings of the identification process. 1In other
words, it is not enough to point out the need for a
survey of the project area with regard to farm size and
tenure. It is important to try and find out whether, on
the basis of available information, it is expected to
find a majority of smaller or larger farms in the area,
in order to allow judgement on the implications of the
results of the studies on the concept and scope of the
project.

2.3 Preparation/Formulation

2.3.1 Objective

The objective of the preparation stage is to further elaborate,
complement and confirm the proposals made at identification. The
full description of the proposed works and measures will be needed
to prove their technical feasibility and to allow detailed costing
of investment items. Comprehensive proposals for organization and
management will have to be elaborated and a complete economic
evaluation carried out. Economic analysis at the level of the
country and financial analysis at various levels, including that of
the beneficiaries, will be required: the latter to confirm that
there is sufficient incentive for the beneficiaries to implement
the proposals and also to estimate the possibility and extent of
cost recovery. The end product of the preparation process is a
feasibility study on the basis of which a government or a financing
agency can appraise the project.

2.3.2 The Preparation/Formulation Process

The preparation stage has to refer again to the aspects mentioned
under project identification (2.2.4 above), which are now treated
in greater detail giving full justification and technical evidence
for the proposals made. These aspects are:

(1) Technical

(ii) Institutional - organizational - managerial
(1ii) Social

(iv) Commercial

(v) Financial; and

(vi) Economic

14






The usual first step in project preparation is to undertaken the
preparation of a Project Profile that will provide enough
information for deciding whether to begin more advanced planning.
At this stage all available information regarding the project
should be collected. The viability of all alternatives identified
should be carefully checked and their cost estimated. An
evaluation of market prices should be attempted. Those aspects
which are going to require further study should be identified and
the cost of such studies should be roughly estimated. Of course,
it is possible that at this step it is realized that it is not
worthwhile to proceed with the project or that it is better to
postpone further work on it.
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Figure 2.2: Formulation and Analysis of Agricultural Pro jects
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The basic objective of the Pre-feasibility stage is to evaluate the
project alternatives and select the alternative that is more
convenient for the country or the organization. Doing this
requires the allocation of resources in order to obtain that
necessary information. Basic aspect that should be covered at this
stage are:

- The identification of administrative measures or minor
investment that could improve the actual situation.

- In-depth market studies to obtain accurate estimations of
demands, offer, marketing practices and prices. This
data is fundamental for evaluating the economic viability
of the project.

- Production technologies available.

- outlining the organization required for running the
projected facilities or operations.

Given that doing a prefeasibility study requires a high level of
technical expertise as well as good knowledge of project evaluation
techniques, these studies are usually done by, or with the
participation of consultants. Most projects usually go from this
stage to appraisal and implementation. Only major and technically
complex projects require doing feasibility studies.

The objective of the Feasibjlity stage is to achieve a further
reduction in the uncertainly associated with the decision of
undertaking the project. 1In that sense it constitutes the last
stage in the process of successive certainty gains at the expense
of higher costs. At this stage the selected alternative should be
carefully and comprehensively analyzed. Some areas which are
usually covered in feasibility studies are:

- Determination of the optimum size of the project.
- Fine tuning of technical aspects and estimated costs.

- Defining the optimum schedule for implementing the
project.

- Establishing the organization that is needed to run the
project; and

- Studying all the financing aspect of the project.
Finally, a decision must be taken about the convenience of starting

vith the implementation stage, postponing the project or abandoning
it.
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In agriculture, preparing the detailed project plan may well cost
7 to 10 percent of the total project investment. Yet thorough
preparation increases a project's efficiency and helps ensure its
smooth implementation in the future so that the additional time and
money required will probably be returned many times over by the
increased return from the investment. Hastily prepared,
superficially analysed projects will very likely fall behind
schedule, have lower returns, and waste scarce resources.

2.3.3 Problems Usually Encountered jin Project Preparation/
Formulation

By this stage, the project concept and scope have been established 3
The problems that are likely to arise will relate, firstly, to the
level of technical detail acceptable for a feasibility study. On
some aspects, broad agreement has been reached as, for example, the
level and standard that are acceptable for a soil survey for an
irrigation project. On others, standards are being built up as
experience accumulates in the sector. For example, what level of
studies is considered acceptable for a rural road? Whereas for a
main road, engineering studies will have to be carried out before
financing is approved, for a rural road the study requirements will
tend to be more flexible depending on the capacity and experience
of the national agency in charge of construction of this type of

road, and on the difficulty of the terrain which the roads will
have to cross.

In the agricultural field also, estimates of yield increases, for
example, are based on research results, yields obtained by the more
progressive farmers in the area and the technical support to be
provided under the project. In such a case, in the final instance,
a value judgement will have to be made which is liable to be
questioned.

In the economic/financial field, problems may arise as to the
extent of detail required on farm structure, farm tenure,
employment, and non-farm income. Short of fully-fledged surveys,
sample surveys will have to be used or outdated census statistics
adjusted for recent developments. There again, standards cannot be
the same for all cases. The detail required will depend on the
homogeneity of the project area, on the type of development
proposed, eg. irrigation or rainfed, on the availability of other
information where official data are lacking, e.g. information from
the credit agencies, from farm machinery supplies etc.

Finally, it is in elaborating proposals for organization and
management of the project that the most difficult problems are
likely to emerge. Introducing a new element, the project, into an

3 Nevertheless, they may have to be reformulated, as explained esrlier, in view of changes in political
or economic conditions or as a result of detailed studies carried out for the full prepsration
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e@existing structure is always complicated and the temptation is
great to set up a new autonomous project entity with administrative
and financial privileges backed by the leverage of the external
financing obtained for the project. This arrangement may be
successful with regard to a single project. However, if repeated
for a number of projects, by creating competing agencies to fulfil
the responsibilities of the existing public services and by
removing the incentive to improve the latter, it is bound to have
a negative influence on the public services structure as a whole.
Considerable judgement will have to be exercised to reach a
compromise which will ensure that the project can be successfully
constructed and operated while using existing public agencies to
the largest extent possible.

2.4 Appraisal
2.4.1 Objective

Appraisal is carried out by a team from the sponsoring external
financing agency, or from the government when only domestic
financing is concerned, for the purpose of deciding whether the
proposed project is to be financed. The appraisal team will have
to satisfy itself again that the project meets the criteria of:

(1) national priority;
(ii) technical feasibility:
(1i1i) organizational/managerial feasibility:
(iv) social feasibility
(v) commercial feasibility
(vi) economic viability
(vii) financial viability

Appraisal is a systematic check on preparation findings, which
needs to carried out by a team from the financing agency or from
the government itself to provide an jndependent judgement on the
advisability of financing the project.

2.4.2 Pre-requisites for Appraisal

Prerequisite for appraisal by financing agency is a formal request
by the government submitting the feasibility study. Where the
feasibility study has been prepared by or with external assistance,
it is important that the government officially endorses the
proposals, or specifies which issues are still under consideration
and, where it is not in agreement with specific proposals, what
counter-proposals are being submitted.

This implies careful review of the feasibility study within the
government before arrival of the appraisal team. The field
appraisal of a project is made considerably easier if differences
among government agencies on project proposals are discussed and
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ironed out within the government before arrival of the appraisal

tean.

2.4.3

The Appraisal Process

When it is carried out by an external financing agency, the
process includes:

(1)
(ii)
(iii)
(iv)
(i)

(11)

field appraisal

preparation of the appraisal report
negotiations and loan agreement, and
loan effectiveness

Field appraisal involves checking in the
field and with the government the evidence for, and
feasibility of, the project proposals. This phase
appears to be a repetition of the field work under
identification and preparation. The difference can be
briefly summarized as follows: identification must find
evidence in support of project proposals or indicate
possibilities of providing such evidence; preparation
analyses and submits full detail of the evidence;
appraisal satisfies itself that the evidence is valid and
sufficient.

It is not usual during appraisal to encounter problems
concerned with technical parameters or basic technical
standards as these are likely to have been discussed and
agreed during identification and preparation. Aspects
which require thorough attention during appraisal are
likely to be the proposed organization and management of
the project and the financial aspects, whether they refer
to project funding, or to cost recovery from project
beneficiaries.

Preparation of the Appraisal Report This phase involves
review of the proposals within the financing agency. It
is often a lengthy process, since it involves clearance
at the technical and the policy levels. This is the
stage where the proposals are finalized and solutions are
proposed for all the main issues 1listed in the
feasibility study.

With reference to these issues, it is likely that the
financing agency will arrive at two short-lists:

(a) a 1list of assurances to be obtained from the
government at negotiation:
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(b) a list of conditions to be achieved before the loan
becomes effective

(iii) Negotiations and Loan Adreement At this stage, the

requested assurances are obtained from the government or
alternative arrangements made. One such assurances may
be that appointment of the Project Director will have to

" be approved by the financing agency; another is that
contracts for amounts above a certain level will not be
approved before consultation with the financing agency,
and so on. Upon reaching a successful outcome with
regard to all the issues on which assurances have been
required, arrangements are made for approval by the
highest authority in the financing agency before
signature of the loan agreement, the latter being usually
only a formal procedure.

(iv) Loan Effectiveness A number of conditions will have been
agreed upon for the loan to become effective. These are
points on which specific action is considered essential
before any funds can be disbursed from the loan. The
points will refer generally to institutional or financing
aspects, e.g. provision of site for a specific component
of the project; establishing a company; or presenting a
revised system of accounts or revised conditions for
procurement.

2.5 Implementation, Control and Monitoring

2.5.1 objective

The implementation stage represents the culminating point of the
whole process. At this stage, works will be constructed, the
investments made and the resources finally committed. Because a
point of no return is reached after the investments are made, i.e.
any change in the course of action becomes very costly, this phase
is very delicate, and has to be accompanied by constant control (or
supervision) to ensure that implementation is taking place
according to plan, by close monitoring to see that targets are
reached and, by a final evaluation to assess whether the expected
development results have been achieved.

2.5.2 Responsibilities

Implementation is the strict responsibility of the government which
may be borrowing part of the required financing to implement the
project. The financing agency supervises the application of the
funds it has agreed to lend to ensure that they are utilized in
accordance with the loan agreement and that the general development
of the project is in accordance with the proposals as agreed at
appraisal. However, the government is responsible for control of
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the project being implemented in its territory and under its
guarantee for the loan, bearing in mind that an important part of
the required financing is often provided by the government itself.
Monitoring and evaluation should also be carried out, jointly or
independently, by the two parties, in order to adjust the course of
action in accordance with actual developments and to utilize the
experience gained in this project for future development work.

Monitoring consists of following up on a number of indicators,
established beforehand, to ensure that these indicators are moving
along the course expected from project implementation. Such
indicators will concern utilization of inputs, crop yields, levels
of income achieved, as well as utilization of economic and social
facilities established through the project, such as the number of
trainees who have completed their training etc.

Control and monitoring should ideally be made by a group of people
independent from those who prepared and appraised the project or
who are implementing it, in order to secure impartiality. This is
difficult to achieve, at least as far as first-level controls are
concerned, as these are usually carried out by the same group that
implements the project; however, the benchmarks for control are
usually physical and financial and lend themselves to auditing.
For monitoring it is essential that an independent team be
assigned.

2.5.3 Time Horigons

The time horizon for implementation, supervision and control is the
so-called construction period or project implementation period,
usually about five years. Monitoring will extend beyond the
project period since completion of some works may extend beyond the
project period, while attainment of expected yields, improved
incomes, etc. will come only at full development which may be 10 to
15 years from the start of project implementation. For this
reason, monitoring by the government is indispensable.

2.6 Evaluation

The final phase in the project cycle is evaluation. The analyst
looks systematically at the elements of success and failure in the
project experience to learn how better to plan for the future.
Evaluation is not limited only to completed projects. It is a most
important managerial tool in ongoing projects, and rather
formalizéd evaluation may take place at several times in the life
of a project. Evaluation may be undertaken when the project is in
trouble, as the first step in a replanning effort. It may be
appropriate when a major capital investment such as a dam is in
place and operating, even though the full implementation of the
plan to utilize the water and power is still under way. Careful
evaluation should precede any effort to plan follow-up projects.
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And, finally, evaluation should be undertaken when a project is
terminated or is well into routine operation.

The extent to which the objectives of project are being realized
provides the primary criterion for the evaluation. The objectives
cannot be accepted uncritically, however; the inquiry should

consider whether the objectives themselves were appropriate and
suitable.

Inflation and cost over-runs may lead to a considerably different
economic picture at project completion than was foreseen at
preparation and appraisal. While these cost over-runs can probably
be better estimated today, the extent of cost increases in the
early 19708 caught most investors and financing agencies by
surprise, making the results of the economic evaluation of projects
very different, and sometimes marginal, as increases in output
prices far from compensated for cost over-runs. In such a
situation, financial disbursements are no indication of achievement
of targets.

From the evaluation should come carefully considered
recommendations about how to improve the appropriateness of each
aspect of the project design so that plans for project
implementation can be revised if the project is ongoing an so that
future projects can be better planned if the project evaluated has
been completed.

2.7 Conclusions

As presented, the project cycle may appear as an unnecessarily
elaborate and lengthy process. While short cuts are being devised
to shorten the project cycle, possibilities for doing so are
limited. The solution is not to be found in slackening standards
but rather in intensive training of government staff so that they
can take over the preparation of investment projects for national
and external financing as a regular function.

with national teams capable of adequate project preparation, the
targets of national and external investment will become attainable
without it being necessary to sacrifice standards. National and
external financing would take the shape of financing a sector, e.gq.
irrigation, agricultural credit, delegating to the mnational
agencies the task of preparing the specific projects which will
form the construction blocks constituting the investment programme
of such a sector.
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CHAPTER III

3. A COMMODITY SYSTEMS ASSESSMENT METHODOLOGY FOR PROBLEN AND
PROJECT IDENTIFICATION (CSAM)

3.1 Introduction

The Commodity Systems Assessment Methodology (CSAM) is a systematic
and inter-disciplinary approach to the analysis of a whole
commodity system. Thereby facilitating the identification and
prioritization of problems throughout that system. This leads to
the development of more realistic solutions to problems. The
methodology brings many concepts, instruments and techniques
together in one document and presents them as an integrated whole.

CSAM was developed by the Inter-American Institute for Cooperation
on Agriculture (IICA) in collaboration with Asean Food Handling
Bureau (AFHB) and the Post-harvest Institute for Perishables (PIP).
A manual was written to provide professionals in the agricultural
sector with proven methodological tools which can be utilized in
identifying and solving problems throughout a commodity system.
This systematic approach, from planning to product distribution,
helps to ensure that all factors affecting a given commodity are
considered in development programmes/projects, whether related to
pre-production, production, harvest, post-harvest, or marketing.

Whether utilized for a rapid appraisal or an in-depth case study,
this Commodity Systems Assessment Methodology will produce for the
user the following products:

(1) A description of the commodity system, identifying
the principal components of the system and the
major participants and their roles;

(ii) Identification of priority problems within each
component of the Commodity System and their causal
relationships;

(iii) 'Identification of possible solutions to the

.problems and their order of priority:; and

(iv) An adequate data base to identify project ideas and
prepare project profiles.

3.2 Priority Components for Problem Analysis

In order to overcome problems, their causes must first be
identified. An economist dwelling upon costs and prices is likely
to overlook problems of a technical or social nature. Likewise,
the technologist and sociologist may fail to recognize important
economic factors. A clear identification of problems requires
looking in the right places and asking the right questions. If all
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the relevant disciplinary areas are investigated, then the
important problems can probably be identified and ranked in some
causal order.

As long ago as the mid-eighteenth century, the philosopher Rene
Decartes, in his Discourse on Method (Decartes, 1975), pointed out
that reality can only be understood by breaking it down into
smaller and smaller parts. He suggested the need to divide each of
the difficulties under examination into as many parts as possible.

Although the relative importance of the different components of a
food system may vary with the crop, country and other factors, a
large number are common for most commodities. In Figure 3.1,
twenty-six components are identified. In some cases they are of an
institutional nature and focus on participants such as ministries
of agriculture, farmers and intermediaries, and the roles each play
in the commodity system. In other instances, the components are of
a functional nature, such as harvest, storage and transport,
concentrating on processes or activities which take place at a
particular point in a food system. In still other cases, the
component may simply indicate a need to provide statistical or
descriptive information which is considered important for the
decision-making processes, e.g. statistics on production/marketing
of the crop or crop environmental requirements.

The twenty-six components in Figure 3.1 are presented in a circle
format. The center part of the circle is divided in half,
identifying those components which fall into the preharvest versus
the postharvest stages. Each half-circle is further sub-divided to
indicate whether the components deal with:

a. pre-production (planning, policies and institutions)
b. production

c. postharvest handling

d. :transformation, marketing and distribution

Each one of the twenty-six components is potentially important
because the decisions or actions occurring at that point may affect
production, productivity, quality or cost of the product at that or
some later point in the food system.

However, not all of the twenty-six components are relevant for each
commodity system. In some cases a commodity being produced in a
particular geographical area may have a very short marketing
channel and may bypass steps such as selection, packaging or
storage. For example, industrial tomatoes may go directly from the
farmer's field to the processing plant.
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Components which may not be applicable to many crops include those
such as preharvest treatments (component 10), delays (component
19), other operations (component 20), agro-processing (component
21), and exports (component 25). The other components should be
relevant for nearly all commodity systems. On the other hand, it
is expected that researchers of a specific commodity in a
particular country may identify more than 26 relevant components.
The 26 components included here are indicative, but not all
encompassing.
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Figure 3.1: Principal components for a commodity systems assessment
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An analysis of each relevant component for a particular commodity
system will permit a good understanding of what takes place at each
point in the food system and how production, productivity, product,
quality, or cost may be affected.

3.3 Identifying S8olutions to Problems

The objective of this section is to present some instruments which
will facilitate the identification and organization of problems and
their causes, and the design of solutions.

3.3.2 Problem Analysis

Problems occur at all points in any commodity system and come in
all sizes. Small problems occurring on the farm - e.g. poor
pruning and improper harvesting - may become very large problems in
the marketplace when the produce cannot be sold due to poor
quality. Someone who observes a farmer in the marketplace unable
to sell his produce might conclude that the problem is in the
market. In fact, the inability to market a product is usually an
indicator of problem(s) in the commodity system. Unless we know
the root problem and its causes, we cannot design effective
solutions.

Problem analysis has been defined (Deutsche Gesellschaft fur
Technische Zusammenarbeit (GTZ), 1983) as a set of techniques to:

- analyze the existing situation surrounding a given
problem condition,

- identify the major problems and the core problem of a
situation, and

- visualize the cause-effect relationships in a Problem
Tree 'diagram.

The starting boint in problem analysis, therefore, should be
identification of as many of the related problems as possible and
their respective causes.

As should be apparent from any analysis of a commodity system, the
problems vary in accordance with the type of participant. Farmers,
for example, may have problems related to land, labor, information,
financial resources, cultural practices, management, markets, and
many more. The farmers' problems are likely to cover the full
range, from planning all the way through the system to marketing.
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Problems experienced by intermediaries and traders begin at the
farm gate, although in many cases the causes of the problems are
linked with preharvest factors. The types of problems affecting
intermediaries are more likely to relate to operating capital,
communications with supplier, regularity in supplies, quality of
produce, infrastructure, packaging materials, and transportation.

Public sector institutions may have internal constraints by local
politics, staffing problems, deficient resources, contradictory
sectoral policies, poor leadership, and many more. Farmers' groups
and other private sector organizations may not be achieving their
objectives due to poor organization and management, or problems
related to staff, working capital, infrastructure, equipment and
others.

The more in-depth the commodity system analysis carried out, the
greater the number of problems and causes identified. The purpose
of the detailed description of a commodity system is to provide an
information base for problem identification. If each member of the
Interdisciplinary Team is experienced and knowledgeable in his/her
particular area, and if the description of the commodity system is
carried out in detail, then conditions will be set for a problem
brainstorming session.

3.3.2 . Brainstorming for Problems

Brainstorming for problems in a commodity system can be facilitated
if the participants are brought together in a comfortable and
informal setting with a discussion leader and rapporteur. While
the group leader stimulates discussion, the rapporteur lists all
the problems and causes of problems suggested by the participants.
At this stage the problems are listed as they arise, in no
particular order.

Brainstorming sessions should be carried out with all members of
the Interdisciplinary Team after each has had ample opportunity to
review the available information on the commodity system. The
group leader must ensure that the problems presented are existing
ones, not potential or anticipated ones or personal opinions.

During the brainstorming session, members of the Interdisciplinary
Team will suggest problems and causes of problems negatively
affecting a particular commodity system. During this process, one
suggestion will lead to another, creating a cross-fertilization of
ideas. Once the respective team members have exhausted their
supply of ideas, the recorder will produce a listing of all the
problems. This list should be distributed to each participant for
review and modification and a final list should be prepared.
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3.3.3 Problem Checklist

Once the brainstorming session is completed, the Interdisciplinary
Team may choose to review the checklist of Potential Problems
presented in Annex 1. Since this is a rather long list, it could
take several hours or days to analyze point by point. To avoid
inappropriate use of scarce time, the checklist should be reviewed
quickly by each team member, to jog the memory, with the purpose of
identifying important problems or causes of problems that may have
been overlooked in the brainstorming session.

The checklist may also be used as a format to summarize problems as
shown in the example in Table 3.1 or to serve as a guide in
organizing the problems from the brainstorming exercise by
particular components of the commodity system. By grouping the
problems according to their respective points in the commodity
system, the team puts them in a perspective which contributes to
understanding of cause and effect relationships.

The priority problems identified in Table 3.1. were as follows:
First, an interdisciplinary team of fruit production and marketing
specialists carried out a brainstorming session to identify the
problems affecting the production and marketing of paw paw (papaya)
in Barbados. A very long list of problems was obtained which was
then reordered following the guideline checklist in Annex 1. The
same team of specialists then reviewed the complete 1list of
problems to identify those of highest priority. These were then
listed as presented in Table 3.1. The point in the system where
the problem occurs and the nature of that problem are presented in
the first column on the right. In the latter case, details should
be included showing how the problem affects quality, quantity,
price or availability of product. The details have been simplified
in Table 3.1. due to space constraints.
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Table 3.1.: Priority problems in the production of pew pew (pepeys) in Barbedos®
POINT 1N THE INDICATE SUMMARIZE PROBLENS INPACTING
COMMODITY SYSTEM PRIORITY QUALITY, QUANTITY, PRICE OR
WERE PROSLEN OCCURS PROBLENS (X) AVAILABILITY OF COMMODITY
AGRICULTURAL POLICY:
- credit X no loan portfolios for fruit
- planmning x bias towards non-food crops, e.g. cotton
INSTITUTIONAL ASPECTS
- staff (MOA and BMC) x too few to provide necessary services
ENVIRONMENT
- soil x heavy soils in project ares
PRE-PRODUCTION:
- irrigating systems x not availsble at production site
- packaging houses X none available
- planting meteriat X susceptible to bunchy top disease
CROP CHARACTERISTICS:
- uniformity of size X fruits cover wide range of sizes
PRODUCT 10N
- farm inputs X propsr type unavailable
- technical know-how x propsr techniques unknown
- weter x poor distribution of rainfall
- labour x expensive, scarce, low yields
HARVEST x tool inadequate, techniques unknown
POSTHARVEST HANOLING
- on-farm handling x lack of proper knowledge of handling/packing
- packing shed X facilities not available
PROCESSING
- insufficient supply x low domestic supply
- infrastructure x no facilities for canning/freezing
MARKE TS/MARKET ING
- demend x market potential unknown
- supply ) X price too high
- air transport x very expensive
CONSUMPT 10N
- local X competition with imports of temperate fruit
- external x lack of information or merkets

*Notes The data for this tsble was prepered by going through the problem checklist in Annex 1. Only the
priority problems checked with an *X* are suwnarized here.
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3.3.4 Broblem Tree Diagram

A problem tree diagram is simply a way of visualizing the cause and
effect relationships regarding a particular problem situation. 1In
such a diagram the causes are presented at lower levels and the
effects at upper levels. The core problem connects the two. Thus
the analogy with a tree: the trunk represents the core problem,
the roots are the causes, and the branches represent the effects.
The more specific the causes, the more likely they are to lie at
the lower levels of the tree diagram; however, the location of a
problem on a tree diagram does not necessarily indicate its level
of importance.

As has been stressed earlier, the key to problem solution is proper
problem identification. The tree diagram facilitates the
organization of problems into a logical sequence which will lead to
logicgl conclusions and the identification of cost-effective
solutions.

Figure 3.2 presents the information from Table 3.1 in a problem
tree format. 1In the case of the core problem is stated as "low
level of national production of paw paw". The causes of this core
problem, as indicated in Figure 3.2, are due to: "poor
institutional services for fruit farmers", on one hand, and "low
quality of paw paw", on the other. The causes of each of these
respective problems are identified at lower levels of the problem
tree. Problems which were not identified in Table 3.1, but
resulted from discussion during the preparation of the problem
tree, are indicated with an asterisk(*).

Three effects from the core problem have been identified in Figure
3.2. These are: (1) non-exports of papaya which leads to the loss
of opportunity to earn foreign exchange; (2) high 1levels of
consumption of imported fruit which can result in health hazards if
produce with chemical residues is imported; (3) low domestic supply
of papaya resulting in high domestic prices, inflation, and imports
of temperate fruits, resulting in losses of foreign exchange. Of
these effects, low supply of domestic fruits, high prices on the
local market and imports of temperate fruits were identified in
Table 3.1. The other effects, indicated with an asterisk, were
identified during discussion between team members in the
preparation of ‘the problem tree.
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Figure 3.2: Pn':ble- tree showing cause and effect relationships in the production and
marketing of pew pew (papeys in Barbedos, 1968

Loss of opportunity Possible health hazards Inflation Loss of foreign
to earn foreign due to consumption of b exchange *
exchange * chemical residues
High prices on Imports of
local merket temperate fruits
No exports * High consumption of Domestic supply
imported fruit of fruits low

LOW LEVELS OF NATIONAL
PRODUCTION OF PAW PAW

1
Poor institutional services Low quality of paw paw
for fruit producers produced in Barbados
] ] ] Il 1 | ] ]
Ag policy| |No toan Technical No mechsnism Farm inputs| |Poor Production + Postharvest +
biased portfolio information for production| |unavaileble| |quslity constraints: constraints:
toward for fruit not available| |& distribution planting = heavy soil - poor tools
non- food production of planting material - poor - poor
crops material * distribution techniques
| of water - untrained
- wind demage + Labour
- untrained - poor handling/
Labour packing
- no facilities
for packaging/
processing
Too few Lack of
trained stoff orgenized
(MOA & BMC) research *

* Problems not in Teble 3.1 Which were identified during preparation of the problem tree

+ For lack of space, the problems are listed vertically; they should be in seperate boxes similar to the other problems shown
on this level
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The problem analysis can be concluded when the Interdisciplinary
Team decides that the essential information has been included in
the causal network and shows that cause-effect relationships which
characterize the problem situation being analyzed.

3.3.5 Objectives Analysis

The objectives analysis is the process whereby the problems are
converted into objectives or goals towards which activities can be
directed. It also includes an analysis of the objectives to
determine whether they are practical and can be achieved.

In carrying out the objectives analysis there are five basic steps:

1. All the negative statements shown on the problem tree are
restated as positive statements.

2. All the "objectives" are reviewed to assure that they are
desirable and realistically achievable in an acceptable
time frame.

3. Those objectives which do not meet the conditions
mentioned in (2) are modified: those which are
undesirable or cannot be achieved are deleted.

4. The "means-end" relationships thus derived should be
thoroughly examined to assure validity, 1logic and
completeness of the diagram. Modifications should be
made as necessary.

When the problem cannot easily be converted into positive
statements (objectives) it may indicate an unclear statement of the
problen. In that case the problem should be reconsidered and
rewritten.

In the final analysis of each objective, the question should be
asked whether the achievement of the lower level objectives is
sufficient to achieve the next highest objective? In other words,
has the cause-effect relationship been transformed into a means-end
relationship? -

As an illustration, when the above guidelines were applied to the
problem tree presented in Figure 3.2, the objective tree shown in
Figure 3.3 was the result. Three decisions were made during the
formation of the objectives tree (Figure 3.3).

1. There is no objective for improving the production

problems of "heavy soil". This cannot easily be overcome
in the short run, so it was not included.
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Figure 3.3:

Gbjectives tree for the production and marketing of pew pew (pepeya) in Barbados,
1968 (derived from Figure 3.1: Problem tres)

Increase earnings
of foreign exchange
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Lower rate
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Save foreign
exchange

Lower prices on
local market

Reduce imports of
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system - improve
- plant wind handling
breaks techniques
- improve - train labor
Develop Train Develop cultural - conatruct
paw paw NOA & BMC organized practices packing shed
tech-pack staff research
program
in fruit
production

* For lack of space, the following problems are listed vertically, They Should be shown in boxes like the other objectives

at this level
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2. There is no objective for establishing a processing
industry for papaya. The private sector has no interest
in this goal at this time, so it was not included.

3. A techholoéical package must be developed and published
in the form of a tech-pack for the training of farmers:
therefore, this objective was added.

By starting at the bottom of the objective tree and working
upwards, it can be seen that the achievement of the lower level
objectives will lead to the achievement of the objective at the
next highest level. Each objective seems to be realistic and
attainable within the actual circumstance of the local culture and
environment. This we can conclude that the objectives contained in
this tree diagram are viable and can give direction to development
projects.

3.3.6 Analysis of Strategy Alternatives and Project
Identification

Continuing with the Barbados papaya example Figure 3.4 shows some
worksheet notations which can help in an analysis of the situation.
Each of the rows of objectives has been assigned a number from one
(top row) to 7 (bottom row) in the right-hand margin. The
objectives in the top rows are quite general whereas those in the
bottom rows are more specific. If the problem tree has been
developed to its full extent, the bottom-most rows would be even
more specific. As the objectives become more specific, they might
better be called expected results or outputs. For example in row
7, expected results can include: a papaya tech-pack, trained
staff, an organized research program, an irrigation system, wind
breaks, improved cultural practices, improved tools, improved
postharvest handling, trained laborers, and a packing shed. From
row 6, an expected result might be an improved system for
production and distribution of planting material.

3.3.7 Participant Analysis

When persons, groups, institutions, and organizations see that they
have something to gain from a project, they are much more likely to
play an active ‘role in working toward the success of the project.
Problems do not exist in isolation but are closely linked with
people, groups, institutions, and organizations, and usually more
than one person or group. This leads to a further complication in
that a problem affecting one person or group in a negative way may
be beneficial to others. Therefore, any attempt to remove a
particular constraint may come up against resistance. As
examples:
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Figure 3.4:
(Figure 3.3)

Identification of alternetive strategies and projects, based on the cbjective tree
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- Import laws disadvantageous to farmers may have been
lobbied into place by traders. Since traders (importers,
wholesalers, exporters) normally have more political and
economic clout than do farmers, the laws are difficult to
change.

- The organization of a marketing cooperative may put some
intermediaries out of business. These might then use
their economic strength and political influence to weaken
the cooperative.

- A government marketing board may be suffering great
losses in both dollars and produce while benefitting
employees with jobs, and consumers through low prices.
Any attempt to improve operational efficiency by reducing
staff will be met with strong resistance.

- Two or more institutions may be duplicating research or
training efforts, but professional pride and competition
may keep them apart.

Parallel to the process of describing systems and identifying
problems, the Interdisciplinary Team should analyze the diverse
participants and their characteristics, e.g. status, interest,
resources, motives, attitudes, strengths, weaknesses, and their
potential support or opposition to actions that remove constraints.
Important questions are: Which are the target groups? Which will
play a supportive role? Which will benefit from the actions
(potential supporters)? Which will be affected negatively
(potential opponents)? An attempt should also be made to identify
how the persons or groups will be affected.

In the execution of the Participant Analysis, the Interdisciplinary
Team should collect the necessary information to fill in Form 3.1.
The steps involved in this process are indicated below:

1. List all types of participants (persons, intermediaries,
groups, companies, organizations, institutions, projects
and others) identified in the analysis of the commodity
systen. These are all potential target, support, or
opposition groups.

2. Review the list to determine whether each represents a
homogeneous unit or whether the group can be further
subdivided - e.g., government institutions can be divided
into the Ministry of Agriculture, Planning Unit, and
Marketing Board. Intermediaries may be categorized as
wholesalers, retailers, and exporters.
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Form 3.1:

Expected impact of efforts to modify a commodity system

<

PARTICIPANTS IN
COMMODITY SYSTEM*

HOW AFFECTED:

Positive Effects

Negative Effects

Target groups:

Support groups

Other groups affected

Ongoing projects affected
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3. Characterize and analyze each participant, considering
his/her social characteristics, organizational structure,

status, interest, motives, attitudes, strengths,
weaknesses, shortcomings, and potential role to be
played.

4. Identify possible positive and negative consequences of
introducing changes into the commodity system and the
potential impact upon the diverse participants.

5. Fill in Form 3.1 indicating whether participants are
target, support or opposition groups, or whether they
belong to some other group affected by changes in the
system. Describe how they are affected, emphasizing the
economic or social impact.

6. In the case of ongoing projects, identify those which
complement, duplicate or compete with the proposed
projects.

7. Develop strategies for dealing with the more important
persons, groups and/or ongoing projects.

Projects benefitting large numbers of participants are more likely
to receive support during the implementation phase. Projects
having a negative impact upon some participants with strong
economic and/or political clout are more likely to run into delays
during the implementation phase.

Based on the results of the participant analysis, the
Interdisciplinary Team, in coordination with planners, should
attempt to reach a general consensus as to whose interests and
views are to be given priority when carrying out problem analysis
and project design.

3.3.8 e en

In synthesis, the analysis of Figures 3.1 to 3.3 has resulted in
the following:

\

- A causal relationship has been identified between
problems on the farm, postharvest handling, public sector
institutions and the country's balance or payments
situation.

- It therefore stands to reason that resolution of the
problems at the lower levels on the problem tree could
produce a positive impact on the overall economy of the
country.

- The objectives tree facilitated the identification of
objectives and desired results which should in turn lead
to the formulation of projects to overcome the identified
problems.

40






- By identifying participants, ongoing actions, and means-
end relationships, conditions are set to identify
priority project areas.

Given this information, a strategy for developing the papaya
industry in Barbados can be summarized as follows:

Execute a series of actions through both public and private
sectors to remove the on-farm production and postharvest
handling constraints and thus significantly increase the
availability of good quality papaya for the domestic and
exports markets. Efforts should concentrate on improving the
institutional services for fruit producers in general,
including improved planting material for papaya, and improving
infrastructure and human resources in selected production
zones. An ongoing research and information network will be
established within the Ministry of Agriculture.

3.4 Project Documents

While there are many definitions for development projects, the
important thing is to understand a project's characteristics. The
more salient characteristics of a development project are the
following:

1. Projects have a physical dimension which establishes
limits to their available resources.

2. Projects have a temporal dimension. Since they begin and
end at specific times, they can be differentiated from
ongoing institutional activities.

3. Projects conform to a well defined unit (group of
actions) which can be evaluated to determine its success.

4. Projects have clearly defined objectives which tend to be
innovative, rather than perpetuating an existing
situation.

Hence, a project is a set of interrelated activities aimed at a
common goal/objective and implemented during a given period of time
with a predetermined quantity of resources (goals + resources +
activities + time).

If we accept this definition of a project, then we can prepare a
project document by:

1. Defining its goals, objectives and expected outputs:
2. Describing the project's principal activities;
3. Indicating the resource requirements, and

4. Establishing a time frame of the beginning and ending of
the project.
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Anyone capable of analyzing a commodity system and identifying
priority problems and needs is also capable of identifying a
project idea and expressing it in the form of a project document.

The key to project identification and formulation is knowing what
the priority problems are. Since the priority problems have been
neatly organized in the problem tree (Figure 3.2), converted to
objectives in the objective tree (Figure 3.3) and analyzed in
alternative strategy analysis (Figure 3.4), the writing of a
project document is a straightforward task. That is, the commodity
system analysis has identified all the basic information necessary
to prepare one, or several, project document.

While different people and organizations use different outlines for
project document, basically they all contain the same type of
information to greater or lesser degrees. Based on our definition
of a project given above, the following minimum information should
be included in a project profile.

1. Title (reflects the most important feature of the
project)

2. Definition of problems/justification (derived from the
problem tree)

3. Goals or general objectives (derived from an analysis of
objectives tree and alternative strategies)

4. Specific objectives (derived from analysis of the
objectives tree and alternative strategies)

5. Expected outputs (identified from the lower levels of the
objective tree). The expected outputs are the results
wanted at the end of the project.

6. Activities to be executed under the project which will
produce the expected outputs. (These are a logical
extension of the expected outputs and must be carried out
to achieve the expected outputs).

7. xxpoétod duration of the project (determined by time
required to complete all project activities in their
proper sequence).

8. Estimate of costs (derived from an analysis of inputs
required to implement activities).

9. Implementing organisation or agency (determined through

an evaluation of organizational capability, source of
funding, and local politics.
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CHAPTER 1V
4. LOGICAL FRAMEWORK

4.1 Background Information

“l1f you don’t know where you are going,
Any road will get you there.”

The above quote is the key to the problem of management and the key
to the way to solve it. Peter Drucker once said that management is
the setting of objectives. This much is certain--if you have no
objectives, then the relative value of any course of action cannot
be compared to alternative courses of action. All courses of
action, all roads, are the same--you're consuming resources, you're
moving, but where are you going?

In 1969, to "discover where they were going," the U.S. Agency for
International Development commissioned an analysis of its project
evaluation system. That analysis uncovered three basic problems
which were seriously hindering not only meaningful evaluation of
projects, but also their implementation.

1. Planning was too vagque: Objectives were not stated
clearly and there were no indications of what the project
would look like if it were successful. Thus, evaluators
could not compare--in an objective manner--what was
planned with what actually happened.

2. The management responsibility was unclear: Project
managers were reluctant to be considered responsible for
development impact. The impact expected was ambiguously
stated; there were too many important factors outside
their control. They found it difficult to articulate
what they should be responsible for, and ended up not
accepting any responsibility.

3. Evaluyation was an adversary process: With the absence of
clear targets, and with frequent disagreements among
project team members and between the host country and
donor agency (cies), as to just what the project was
about, evaluators ended up using their own judgement as
to what they thought were "good things" and "bad things".
The subsequent evaluation results would then frequently
become a basis for further argument about what was good
or bad, rather than resulting in constructive actions for
project improvement.
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The Logical Framework Approach‘® to project design and evaluation
was specifically developed in response to the above problems. It
encourages collaboration from the outset and helps avoid adversary
relationships in both project formulation and evaluation by:

1. Fostering a clearly stated, explicit, and measurable
description of what will happen if the project is
successful,

2. Clarifying what a project manager should be responsible
for accomplishing and why,

3. Displaying key elements of project design and their
relationships to each other in a way that facilitates
project analysis,

4. Changing the focus of evaluation from "who is to blame?"
to "what is the most realistic plan for this project for
the future based on the best up-to-date evidence
available now?" This approach makes the project manager
a primary user of evaluation results. The Logical Frame-
work requires clear objectives and then bases evaluation
on evidence. Evaluation becomes a tool to help the
project manager, rather than a club that threatens him.

The Logical Framework Approach is a set of dynamic, related
concepts, which foster a way of thinking to develop a well-
designed, realistic, and valuable project. Uncertainty within the
project is made explicit. Results of the process of using the Log
Frame concepts can be displayed in a 4 x 4 matrix, providing a one-
page, concise summary of major project elements and their
relationships to each other. The concepts can help us think
through a project in an orderly, logical fashion and communicate
clearly about the project to others. The matrix adds a graphic,
multidimensional view of the project which, in itself, is a
powerful aid to clearer communications.

4.2 The Logical Framework Approach to Program Design and
Bvaluation

The Logical Framework is a way of organizing information and
activities so that a number of different points of view can be
brought to bear simultaneously and in complement, rather than in
opposition. These points of view are:

4 Principal architects of the Logical Framework Approach were Leon J. Rosenberg and Lawrence D. Posner,
of PCI (Practical Concepts Incorporated). The concepts draw heavily from science and experience gained
from the menagement of complex space age programs such as the early satellite launchings, and the
development of the Polaris submarine. Most importently, the concepts help one apply basic scientific
methods (including hypothesis formulation and testing) to project/program. msnagement and are
complementary with other management tools.
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* Proaram Management--which dictates that we manage for--
and hold management accountable for--results.

* Basic Scientific Method--which dictates that nothing is
certain, and all human activity can be viewed as the
testing of hypotheses.

* Systems Analysis--which dictates that no system is
defined until we have defined the larger system of which
it is a part.

To simplify programs we first recognize that there are three basic
levels of responsibility:

* Inputs: the resources we consume and activities we
undertake.

* Qutpyts: the things we, as good managers, are committed
to produce. These must be stated as results. If we fail
to produce those results, then the burden of proof is on
the manager to "show cause" as to why he failed.

* Purpoge: the reason we are producing the outputs. The
higher-level objective that causes us to invest in
producing outputs. If our outputs are products, then our
purpose may be profit. If our outputs are social
services, then our purpose might be improvement in the
quality of life of a target population.

Having clarified the basic management hierarchy of objective, let
us introduce basic scientific method:

All human activities are uncertain. Therefore, we view our
project as a set of interlocked hypotheses: if inputs, then
outputs; if outputs, then purpose.

Note that what varies between levels is the

It is within the ability of a responsible manager to ensure that
inputs result in outputs; we hold him accountable. As noted
earlier, he mugt show cause if he fails. On the other hand, the
hypothesis--if outputs, then purpose--is problematic. There is
enough uncertainty in this hypothesis that the project manager is
held accountable to the reasonable man rule--he must do what a
reasonable man would do to realize the purpose, but he is not held

accountable for that result.

Now, let us add the third viewpoint important to the Logical Frame-
work--a viewpoint too often neglected in both conventional manage-
ment and operations research approaches: the System Analysis
requirement that we have not specified a system until we have
specified the relationship our system bears to some larger system.

To do this, we add to our three-level management hierarchy a
fourth, superior 1level, called "Goal". We define "Goal" as
follows:
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The higher-level objective immediately above project purpose.
That is, the "then" statement for which the project purpose,
plus purpose-level assumptions, must provide a plausible "if",.

Goal thus relates our project aspirations to aspirations of those
for whom our activities have no intrinsic interest. If our
purposes are Agency-Level purposes, then our goal transcends the
Agency and relates our program to truly national objectives--
objectives that may be common to multiple agencies.

Given the many uncertainties in the connection between purpose and
goal, we also view this final element of our project/program logic
as a testable hypothesis (if purpose, then goal).

To increase our insight into and understanding of the project, we
identify and make explicit our assumptions concerning those factors
necessary for success but beyond our ability to control at each
level of the project hierarchy. We further explicitly define the
conditions which will demonstrate successful achievement at each
level (indicators) and how we will verify their occurrence (means
of verification).

4.3 The Logical Framework Approach to Project Design and
Evaluation

The Logical Framework approach is a set of interlocking concepts
which must be used together in a dynamic fashion to develop a well-
designed, objectively-described and valuable project. Uncertainty
within the project is made explicit. Result of the process of
using the Logical Framework concepts can be displayed in a 4 x 4
Matrix, providing a one-page, concise summary of major project
elements and their relationships to each other (see Figure 4.1).
It must be remembered that use of the Logical Framework Approach
allows a step-by-step conceptualization of important project
elements; it is not just a form to be completed. Good use of the
concept facilitates clearer communication among all parties to the
project design.

The Logical Framework approach should be thought of as an important
management too]l available to planners and management. It is not
difficult to use. It does not require a degree in mathematics or
the use of computers. It relies on the user's experience with
development projects as well as his sense of what constitutes good
management and his intuition. It does not provide answers or make
decisions; but it organizes information in such a way that the
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important questions can be asked, project weaknesses can be
identified, and decision makers can make decisions based on their
increased insight and knowledge. The concepts need not be
restricted to project use only--they can be applied in a variety of
situations, including, but not 1limited to, program design,
curriculum development, clarifying career objectives, etc.

4.3.1 Hierarchy of Project objectives

The Logical Framework breaks a project down into four separate and
distinct levels of objectives. At the lowest level are the Project

. These are the activities and resources managed by the
project that will in turn produce the second level of objectives
that we call the Qutputs. These outputs are the things that are
directly accomplished by management of the inputs. For example, in
an agricultural education project, we can produce trained Extension
Officers, a constructed and equipped Training Centre and trained
administrators. We do this by managing a specific set of inputs
(e.g., training of Extension Officers, construction of training
centre). Yet, the outputs themselves are not valuable for their
own sake and the justification for the project. What we are really
interested in is an improvement in education of extension officers.
This then, represents a higher level objective that we call the

. The purpose is what we expect to result from having
achieved the outputs. The outputs are a set of interrelated
objectives that, combined, are aimed at achieving the project
purpose. Within the project itself we therefore, have three

levels: Inputs, Outputs, and Purpose.

The fourth level in the Logical Framework is a higher order
objective called the Goal. The project is one of the necessary
conditions for achieving this goal, but will not be sufficient by
itself to achieve the goal. Using the same example of an education
project, the specific project purpose is improved education and the
goal is manpower needs for agricultural sector are met. In order
to achieve this goal, other projects also may have to be under-
taken, such as one to motivate those with the required skills to
work in the region in which their skills are needed. Just as we
must identify all the outputs necessary to achieve the purpose, we
must identify all the purposes (projects) necessary to achieve the
goal. The goal is usually associated with specific program or
sector objectives.

4.3.2 Linked Hypotheses

It is important to note that the relationship between the levels of
objectives is not random or accidental; there is a definite causal
relationship. When we identify our purpose, for example, and then
define the outputs we will need to achieve that purpose, we are in
effect saying: "]If we can produce these outputs, then we should
achieve this purpose." In other words, we select these outputs
because we believe they can cause the purpose to happen. We are
therefore making a hypothesis that jif outputs, then purpose.
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An hypothesis is defined as a predictive statement about a causal
relationship that involves uncertainty. A simple example of this
is the prediction that if one boards his regular morning bus by 8
o'clock, then he will arrive at his office on time. However, there
is not 100 percent certainty that he will get to his office on time
because many things could happen between boarding the bus and
arriving at the office, such as the bus breaking down, or being
involved in an accident.

When we design a project using the Logical Framework, we make a
series of predictions which we usually call hypotheses. These are:

1. IF the inputs are managed properly,
. THEN the outputs will produced.

2. IF the outputs are produced,
THEN the purpose will be achieved.

3. IF the purpose is achieved,
THEN this will contribute to achievement of the goal.

This can be viewed graphically as follows:

-“—

GOAL IF PURPOSE,
THEN GOAL

PURPOSE | ——

IF OUTPUTS,
THEN PURPOSE

OUTPUTS | ——

IF INPUTS,
THEN OUTPUTS

INPUTS

]

The hypotheses as shown here, are of course, over-simplified. Each
time we make such hypotheses we have to accept that there will be
a degree of uncertainty. The amount of uncertainty increases as we
reach higher up the project hierarchy of objectives. It there-
fore becomes very inportant to clarify the nature of uncertainty so
that we can select a design that has the highest probability of
success. This is done by additionally including in our project
design statements describing factors necessary for achieving
success but beyond our control. For example, when one predicts
that one will get to the office on time by boarding one's regular
bus at 8 o'clock, one must also assume that the bus will be in good
mechanical condition, and that there will be no accidents.
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Because we recognize the existence of uncertainty, we need to
describe the full dimensions of the hypothesis we are making.

Instead of saying:

IF one gets the bus on time, THEN he will arrive at the
office on time.

We must say:

IF one gets the bus on time, AND (1) IF the bus doesn't
break down,

AND (2) IF there are no
traffic delays.

THEN he will arrive at the office on time.

We have then described the nature of the uncertainty affecting our
hypothesis, and have expressed it in the form of assumptions.

4.3.3 Assumptions

Assumptions reflect our recognition that there are factors beyond
our control that are necessary for successful achievement of
objectives at all levels of the project. We gan control, as in the
previous example, getting up on time, having breakfast, and getting
to the bus-stop for ourselves. We cannot control the traffic or
ensure that the bus company keeps its buses in good running order.
So, by identifying our assumptions, we have expanded our original
hypothesis statement to include the specific nature of the more
important uncertainties that could effect that hypothesis.

A more complete statement of the expanded hypothesis is shown in
diagram form as follows:
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GOALS
\

PURPOSE |[-========cee—ee AND--=——-~ | assumpTIONS
*'E————~_____~_“~__-“‘-_-—_—~

OUTPUTS [=========——eaee AND------- > ASSUMPTIONS
"~———‘*‘____‘__~_*§--___~_————

INPUTS |======emm———mee AND------- P> assuMPTIONS

The reason this is important is that, once we have identified the
assumptions, we can then try to deal with them in such a way as to
increase our probability of success and consequently our confidence
in our project design. In the case of the bus, we can get up
earlier to avoid traffic delays; we could call the bus company and
find out how often their buses do break down. If the answer is 80%
of the time, we might decide to rent a car!

The above is, of course, a trivial example. But the question of
assumptions can be the critical factor in a development project.
The important point is that we must define, at any one level, all
the necessary and sufficient conditions (both within our control--
the central hypothesis--and outside our control--assumptions) that
must be in place for us to achieve the next level objective.

Let us now follow this concept through looking at a more complex
development project. 1In the case of development projects we are
talking about important development objectives and scarce
resources, so it is worthwhile to make the effort to assess whether
our predictions in the project design are good predictions. Before
we begin the project, we want to have confidence that we can
achieve our objectives. We must therefore assess carefully what it
is we are assuming about those factors outside our control that
could be detrimental to achieving our objectives. We then record
these assumptibns as they are first identified in the Logical
Framework in the assumption column at the same level as the "IF"
portion of hypothesis is recorded. For example:
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NARRATIVE SUMMARY ASSUMPTIONS
Goal

Purpose
Important Con-
tract signed

Qutputs

1. Arrive at = [eeecccee-- and |---Jp»| 1. Client agrees to
office on final version of
time contract.

Inputs

la. Get up in time |[-===-=ce-- and |[---§p»| 1. Bus in good
to catch bus. condition.

2. No traffic
delays.

Once we have identified as many critical assumptions as possible
with the information at hand, it is then time to look more closely
at each assumption. Let us take one assumption from the banana
production example in Figure 4.2 and see how it is used in the
project design. Adequate rainfall is necessary for the project
purpose to be achieved. This is not difficult to understand, but
the project planners and managers will need more guidance if they
are to assess the validity of this assumption. The first question
to be answered is how much rainfall is adequate? We must find out
how much rainfall the crop will need. It will not be enough to
know how many inches of rain are required. We must also know when
it should fall. If we find that the rains must begin in May and
last through October, with a monthly average of 12 inches, the next
step is to find out if it is reasonable to expect this level and
pattern of rainfall. If careful analysis of climatic history in
the region shows that for eight years of the last 20 years,
rainfall was less than eight inches for the months of June and
July, our assumption of adequate rainfall would not be valid.

We could continue with the project "as is" and accept the lower
probability of success, but generally when the probability of
success drops substantially due to an invalid assumption, we should
take some steps to rectify the situation. We must first ask if
there is something the project itself can do to effect the
necessary change. In the above example, perhaps an irrigation
system developed by the project would bring a sufficient supply of
water to the crops. The project planners should study this to
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determine what would be required to develop the irrigation system
and whether the project would have the necessary resources. If the
project cannot expand, perhaps another project could take on this
task. If there are no means to rectify the problem, then two other
possibilities arise: (1) the objectives of the project could be
modified (the expected level of productivity in the above example
could be reduced) OR (2) the project could be abandoned as unwork-
able, thereby saving resources. If each of the assumptions in the
project design are handled in this manner during the design phase
and the project improved accordingly, then once the project begins,
the project manager should have a clear idea of the probability
that his project will be successful and also what difficulties
might arise during the course of the project.

Assumptions are useful not only during the design stage of the
project but also during the evaluation of the project. Once the
project begins, the project manager should monitor the assumptions
regularly to assess their continuing validity. If he finds that an
assumption proves to be invalid during the course of the project,
he must take action to rectify the situation. A good project
manager monitors assumptions regularly so that corrective action
can be taken in a timely manner. Assumptions are also important
during an evaluation because they can provide guidance as to why
the project has or has not succeeded in achieving its objectives.

To develop better assumption statements, we ask the question: "What
could happen to make this assumption valid?" For example, if we
have a very general assumption such as "equipment available on
time", we would ask: "What could happen to delay the availability
of equipment?"® The response might be that there is a likelihood
that a dock strike will occur and thus, we would have to make the
assumption that the dock strike would not occur. We can then
follow this with a further question: "What could happen to make the
dock strike occur?" Suppose we find that the government is
scheduled to sign a contract with the dock workers' union two weeks
before the project equipment is due to arrive at the port, and
there is a possibility that the government will not accept the
union's demands. Project staff could check with the union and with
the appropriate government officials to determine the probability
that the contract will be signed on time. If the probability
appears high, instead of the original assumption ("equipment
available on time"), the following assumption would be made:
"Government and dock workers' union sign labor contract by December
30, 1991 in time for delivery of equipment." The project manager
will know then to keep an eye on negotiations between the
government and the dock workers, and, if it looks like the contract
may not be signed, he can replan the project accordingly.

The assumptions allow for better communication between the project
manager and his superiors. By carefully analyzing the
uncertainties in a project before the project begins, it is made
clear to a project manager's superiors what factors are outside of
his control and yet might affect the project. When the superiors
approve the project, they accept the assumptions as being outside
the project manager's control. They have shared in the judgement
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with the project manager that the project has a high probability of
success given the clearly stated and validated assumptions. The
shared Judgement frees the project manager from individual
accountability for the total project design. If an assumption then
proves to be invalid, thus causing a problem, the project manager
can communicate such problems to his superiors readily, without
fear that he will be unfairly blamed for poor management. If the
manager hides problems, especially those caused by failed
assumptions, he cuts off the possibility of corrective action by
his superiors. The project manager and his superiors should work
together to identify problems and find the proper solutions. While
assumptions are outside the control of the project manager, they
are not necessarily outside the control of the project manager's

superiors. More will be said about the role of the project manager
in a later section.

4.3.4 Objectively Verifiable Indicators

It is not sufficient to define the general intent of a project in
terms of the linked hypotheses and relevant assumptions for each
project 1level. The statements of Goal, Purpose, Outputs and
Inputs, frequently are subject to misunderstanding or open to
different interpretations by those involved with the project. Goal
and Purpose level statements, in particular, tend to be ambiguous.
It frequently happens that a project purpose is interpreted to mean
as many different things as there are people involved in the
project. For example, an objective such as "improved 1living
conditions for villagers" is liable to have very different meanings
for different people. If we could visualize exactly how we will be
able to recognize success at each project level, we would be able
to sharpen our focus of the project objectives and have confidence
that all those concerned with the project share the same picture of
it. Objectively Verifiable Indicators are the means for
establishing what conditions will signal successful achievement of
the project objectives.

Indicators are defined as those conditions that are so strictly
associated with certain other conditions that presence of or
variation in the former indicates the presence of or variation in
the 1latter. ‘Indicators demonstrate results. They are not
conditions necessary to achieve those results. For example, an
increase in the temperature reading of a thermometer would indicate
that we have successfully heated water to a desired level. The
increase in the temperature reading, however, is not necessary to
achieve heated water--for that we need the right kind of heating
element.

Thus we can use indicators to clarify exactly what we mean by our
narrative statement of objectives at each of the project levels
(note there is a variation for input level indicators--where we are
simply concerned with indicators of consumption of project
resources). As the project purpose is of major concern, the set of
indicators at that level has been given a special name: End of
Project Status (EOPS).
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The Logical Framework therefore encourages the project designer to
define clearly and explicitly what will indicate that the project
can be considered a success. Included directly in the project
design is the set of conditions that will signal successful
achievement of the project purpose. This set of conditions we call
END OF PROJECT STATUS (EOPS). An example follows:

PURPOSE EOPS

Production Increased 1. 1000 farmers with 5 acres
or less increase banana
yields by S50 percent
between October 1991 and
October 1993.

2. Banana harvested by small
farmers in 1993 is of
equal quality (X percent

rejected) to banana
harvested by same farmers
in 1991.

The EOPS represents the indicators of success at the purpose level
of the Logical Framework. Indicators are needed also at the other
levels of the Logical Framework and we call the indicators for all
of the four levels OBJECTIVELY VERIFIABLE INDICATORS (OVIs). It is
just at the purpose level that we have a special additional name
for the indicators (EOPS); this is due to the importance of the
purpose--it is the main thrust of the project and the focus for
programming and project dialogue.

Notice, in the above example, how the indicators add depth and
dimension to the purpose statement. The purpose "production
increased" is vague. If we only succeed in raising production 2%
for one farmer we could be considered successful--we have increased
production! Without the indicators, we have no way of knowing the
specific intent of the original design. Also, the way the purpose
is written, it is not clear that we are aiming at small farmer
production. When we specify exactly what we visualize will be in
place because we have achieved our purpose, we actually clarify the
purpose. It should be rewritten as follows: Small farmer banana
production increased in OECS countries. When we clarify the
purpose statement we must again examine our indicators. Frequently
they need further refinement. This refinement process is essential
for good application of the concepts. We should not be reluctant
to change the Logical Framework during the design-- we should in
fact expect to have to change it as use of the concepts constantly
raises important questions and forces us to continually refine our
design until we have high confidence in its validity. It is much
better if we make our mistakes on paper. The process of using the
concepts is a collaborative one. It calls for participation by all
parties to the project: programming staff, top management, project
management, specialized experts and technicians, and frequently
evaluation experts in addition. Notice too that once we have added
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indicators to our design we are better able to judge its adequacy.

Figure 4.3 shows a Logical Framework for the Agricultural example
which has had indicators added to it, its purpose and goal have
been further clarified and its assumptions made more explicit.
Compare this figure to that in Figure 4.2 for illustration of how
the concepts are used to build and improve the design.

Often a number of indicators will be necessary to measure success.
The number of indicators that are necessary is that minimum number
which gives us confidence that their existence will in fact
demonstrate achievement of our project activities, and, in
addition, give the project manager a clear target to aim at
achieving. It is only when the objectives are clearly targeted
that the project manager can judge whether or not the conditions at
one level in the project design are sufficient to achieve the next

higher level objective.
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HGRE 4.3: ADOING IMDICATORS FURTMER CLARIFIES PROJECT DESIGM
LOGICAL FRAMEWORK FOR SLIOWRIZING
PROJECT DESIGN

PROJECT TITLE: Sanene Production - OCCS
NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION INPORTANT ASSUNPT IONS

Programms Gosl: The broeder
cbjestive te which this
project centributes.

Nessures of gosl achievements: Concerning long term velus of pregresme|

/project:

1. Inflation does not exceed 12W/yr.
2. Sufficient "luxury” goeds eveilable
for farmers to spend “disposable®

Small foarmer income raised from income.
$2500 to $3500 in same period 3. Farmers protected from unscrupulous
. serchents (middlemen).

Aversge farmer income raised from
$3000 per year in 1991 to $4000
Smoll former income increased | in 1993.

in OECS countries

Preject Purpose: Conditiens thet will indicate
purpose hes been achieved: End

smsll former banens production | of preject stetus

incressed in OECS countries

Affecting purpose-to-gosl (ink:

1. Price of banans doss not fell below
X $/ton in 1992 end ¥ $/ton in 1993

1. 1000 fermers (owning S acres
or less) incressed benens
yields by 50X between 1991
end October 1993.

2. Senens hervested by smell
fermers in 1991,

3, 95% of fermers by NTV suckers
for 199% planting sesson.

2. Market sbsorbs totel incressed pro-
duction esch hervest

3. Limited spoilage or weste occurs in
marketing/storage system.

Outputs

high yield veriety banens
distribution system in
plece.

2. Fermers treined.

3. Functioning credit system
in plece.

Negnitude of eutputs necessery
and sufficient te schieve purpose

1. Functioning fertilizer and| te. 10 distribution centers con-

structed by 12/93
b. X tons fertilizer and Y
thousands planting msterials
distributed to terget growp.
c. %X of sll purcheses peid for
within 2 months of purchase.
28. 1500 fermers treined by 12/93
b. 98X of those trained use new
planting end cultiveting
techniques sppropristely.

3e. $1m issued in credits to
small fsrmers by 1993 by 30
credit sree officers.
+ b. Defeult rete does not exceed
2% of totsl loans.
¢. Credit terms acceptable to
local form lesders.

Affecting output-to-purpose inks

1. Extension sgents correctly euper-
vise farmer application of
fertilizer.

2. 10 inches of rein fells between
MHay end October esch yeer.

3. Price of vegetables steys ot 1991
levels so farmers will stey with
bensna project and not corwert to
vegetables.

Irputss Activities and types
of rescurces

1s. Design distribution system

b. Construct storage
focilities

¢. Treining steff

28, Recruit formers
b. Develop trsining fecilities
and meterisls
¢. Conduct treining

3e. Hire credit specislist
b. Develop system procedure

Level of Effort/Expenditure for
each ectivity.

1e. 6 marmonths $ 15,000
b. 12 mermonths $1,000,000
¢. 16 marmonths $ 150,000
2. 26 msrmonths $ 100,000

26 sarmonths $ 200,000
3. 36 mermonths $ 150,000

¢. Troin stseff

Affecting input to out-put links

1. Fsrmers willing to accept new
cultivetion mathods.

2. Fertilizer prices do not exceed $
per ton.

3. Cen recruit locally 150 egricul-
tural extension sgents.
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(a) characteristics of good jindicators
i. Indicators Measure What is Important

The indicators must measure what is important in the objective. For
example, in our statement of goal "Small farmer income increased."
(Figure 4.3), it will be easier to measure farmer income, but we
are interested in gmall farmer income; thus, our indicators must
reflect our interest in gmall farmers. And we are talking about
income--but do we mean income in general or do we mean real income?
If the latter, we must specify that so we measure the important
aspects of our project.

ii. Indicators Must Be Plausible

The indicators we select must be so closely related to what we are
trying to measure that we are confident our project was an
important factor in the observable results. For example, to state
that the presence of farmers making large profits demonstrates that
a functional credit system has been established is not plausible.
Farmers making large profits could demonstrate a number of other
factors at work--successful crop production, unusually high demand
and short supply of a specific crop, high levels of activity in
black market products, etc. To demonstrate that we have a
functioning credit system, we must look for indicators more closely
related with what it means to have a functioning credit system--
i.e., numbers of loans actually issued to small farmers; effective
default rates; speed and efficiency with which loans are processed
and administered, etc.

iii. Indicators Must be Targeted

Indicators must be targeted in terms of quantity, quality, and
time. If any of these three are missing we cannot be entirely
objective about whether we have been successful or not. There is
a simple, step-by-step process for targeting an indicator which is
described below using one of the indicators selected in Figure 3 to
signal successful achievement of the purpose.

Step One

Step Two

Small farmers increase banana yields.

1,000 small farmers (owning 5 acres or
less) increase banana yields by 50%.

Step Three = Set Quality

1,000 small farmers (owning 5 acres or
less) increase banana yields by 50% while
maintaining same quality existing in
1990.
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Step Four =  Specify Time Frame
1,000 small farmers (owning 5 acres or
less) increase banana yields by 50%
between October 1990 and October 1993
while maintaining same quality existing
in 1990 harvest.

Not every indicator can include all three factors (QQT). In the
step-by-step process shown here, QQT have all been included, but
the resulting indicator is somewhat awkward. In Figure 4.3,
however, quality has been separated and put in a separate
indicator. The best method is that which simplifies. The question
of quality is extremely important, but is frequently overlooked.
In this example, the concern is clear--if we produce more banana at
the expense of quality, we will have failed. In setting targets we
must ask: "How much is enough to achieve next level objectives,

what guality should it be, and by when do we need it?"

In order to answer these questions, of course, we must know the
targets at higher 1levels. In our example, we know what farmer
income currently is; we know how much basic necessities (food,
seed, clothing) cost him now and can estimate what they will cost
him three years from now. We therefore can estimate how much
income he will have to earn in order to have a real income that
sufficiently increases to make the project worth his time and
effort. From this, we can derive how much banana he will have to
sell at what price (hence, our assumptions about banana prices) by
1993, and in turn, we can then derive how much banana he will have
to produce. This process is used for deriving targets for all
components of the project. Beginning at the highest level to
determine what we need-all the way down to calculating how much it
will cost us to finance the project. Then, given that we rarely
get what we need (!) we have to look at the available resources and
work our way back up the project testing whether we can in fact
accomplish the desired levels of results, and whether, once
achieved, they would prove to be worth the cost ("cost effective").

A project costing 10 million dollars for only 300 farmers would not
be as effective as a 10 million dollar project affecting 30,000
farmers to the game degree. On the other hand, if the 300 farmers
were developing some experimental crop which was essential to the
country's survival (a far-fetched case, but possible), then 10
million dollars might be considered a small investment. Cost-
effectiveness attaches no value to the results.

iv. 1Indicatorsg are Independent

The indicators that demonstrate an achievement of an objective at
one specific level cannot be used to demonstrate achievement at the
next higher level. Although this appears to be one of the simplest
concepts of Logical Framework methodology, it is also one of the
most common weakness in Logical Framework designs. There is a
common tendency to demonstrate achievement of a result by measuring
the means used to achieve the result. It is a common error to use
"gchool building constructed" and "teachers trained" (outputs) as
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indicators of the improved quality of education in the school
(purpose). Or "farmers training center constructed", "training
materials supplied", and the "training staff hired", (outputs) as
indicators of improved educational services provided by the Farmer
Training Center (purpose). This is because it is easier to think
of success in terms of the tangible deliverables of the project--we
can see buildings and people. Purpose level objectives are much
harder to define, and so, instead of struggling with something
difficult and perhaps somewhat abstract, at first glance it seems
logical to think: "Well, of course, we have improved Farmer
Training:; just look at this fine building with full training
facilities and the first-class trainers and extension officers we
have working for us". We need to think carefully about what
indicators would truly demonstrate farmer training services
provided: i.e., type and quality of actual agricultural services
provided to specified target audiences--such as number of Extension
Officers trained, number of farmers that eventually benefitted from
training at the centre, etc.

We have thus made a prediction that producing the outputs will
achieve the purpose, but the prediction includes uncertainty.
Therefore, we cannot say that production of outputs automatically
achieves purpose; nor can we use production of outputs as proof of
purpose achievement. We must measure purpose-level achieve- ment
independently of output-level achievement. One way to check this
independence is to determine if the set of indicators we have
identified at the purpose level (EOPS) represents the means to
achieve the project purpose, or if these indicators actually
measure immediate direct results of purpose achievement as they
should. If the indicators represent the means, then they belong at

the output level.

(b) Special Indicators

Good indicators are not always available. A good indicator is a
direct measure of achievement. For example, increased crop
productivity can be measured by the change in crop yield per
hectare on fields in the area in which the project is operating.
Evaluators can, measure success of this project at termination.
However, when the objective is a "viable industry established" it
becomes much more difficult to measure project success at
termination. The industry may have been developed in such a
fashion that it will become viable three years after the project
terminates. In order to have some confidence of success at
termination, it is necessary to find an indicator that can be
assessed now that will predict later performance. This might be a
trend in the reduction of production costs per unit and/or a steady
increase in orders. When predicting later performance such as in
the example above, we call the indirect indicator a "leading
indicator".

Indirect indicators can also be used to measure results when direct
indicators are too costly to verify. If a direct indicator
requires an expensive survey for verification and if this is not
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within the project budget, indirect or proxy indicators must be
found. If the project wants to test the quality of education in a
vocational school, but cannot afford to examine the graduates, the
evaluators may check how many of the graduates are being employed
at what salary. The indirect indicators do not offer as much
confidence in success as do direct indicators, but they represent
an acceptable alternative when direct indicators are not possible.
In using direct indicators, care should be taken to assess what
other variables could explain the change in our chosen indirect
indicator. In the example above, salaries of graduates from a
vocational school could well reflect employer satisfaction with the
quality of the graduate. However, it is possible that there might
be a shortage of people with these particular skills and the
resulting demand unrealistically force up prices, even if the
graduates were only mediocre.

4.3.5 Means of Verjification

As a still further step in the Logical Framework Approach to
clarifying objectives, we must ask the question "How will we be
able to measure our indicators?" The indicators prove achievement
of objectives--but, if we cannot find data about how much bananas
farmers have harvested, then we cannot prove that yields increased,
and therefore we cannot show production increases in general. And
if we cannot measure success (or failure), we should question the
reasonableness of executing the project. Usually, however, we can
substitute an alternative indicator which correlates closely with
the preferred indicator (bananas marketed, for example). In many
cases, if we think about it carefully, we can frequently find
appropriate data by using different means of verification. 1If
farmers do not report harvest, or there are no weighing facilities,
we can do a survey and count numbers of bunches harvested.

The value of an indicator is limited by the means available to
verify the indicator. As in the example above, if an extensive
survey is needed for obtaining the necessary data to verify an
indicator, and if the project does not have the money to pay for
the survey, then another indicator must be found. The verification
of some indicators may require just a quick review of project or
government records whereas other indicators require sophisticated
data collection and analysis for verification.
|

If verification is going to cost the project time and money, then
the means of verification must be identified during the design
stage of a project and the necessary manpower and money included in
the project inputs. If these are not planned early in the project,
they may not be available when they are needed. Sources of
evidence on all important elements of an indicator are needed. An
example follows:
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obiectively Verifiabl ] : £ I
Indicators

1,000 new single family Sales records from land office,
by

low income, farmer tene- number of sales and sale

ment residents by June dates

1992.

Data on purchaser's income
level from tax records.

Data on purchaser's farmer
residence from land office.

In the above example, each important element in the indicator has
a means of verification. The means of verification must be
carefully examined to ascertain the completeness and reliability of
the data. Often project managers will count on government records,
only to learn later that (1) the records are out of date or (2) the
data were poorly collected so that the records are not reliable.
The quality of available records must be assessed. In the above
example, it was found that the first two means of verification were
available and reliable, but it was discovered that the land office
did not keep records on purchasers' former residences. This means
of verification had to be discarded and another means found. A
possible alternative would be to visit the new owners to ask about
their former residence. One could also build an information system
into the project so that the necessary data could be collected in
the course of regular project operations. Such a system can
provide timely, relevant information that can be used by decision-
makers throughout the course of the project. Whatever means the
project uses to obtain the information necessary to verify
indicators of achievement must be made explicit in the project
design. See Figure 4.4 for further examples of means of
verification (Figure 4.4 column 3).
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FIGRE 6.4: ADOING MEANS OF VERIFICATION STRENGTMENS DESIGH & EVALUATION OF PROJECT
LOGICAL FRAMEWORK FOR SUMMARIZING

PROJECT DESIGH .
PROJECT TITLE: Ranane Production - OECS
HARRAT | VE+ SUMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUNPT IONS
Progremme Goel: The bresder | Messures of gosl achievements: 1a. Seles & market price figures Concerning | term velue of pregramms
ebjective to which this b. Tex figures p gor Iprojoc!:. i
preject contributes. Aversge farmer income raised from| c. Ag. extension sgent reports
$3000 per year in 1991 to $4000 1. Inflation does not exceed 12X/yr.
Small foermer income incressed | in 1993, 2a. Seles & merket price figures 2. sufficient "luxury” goods sveilable
in OECS countries for farmers to spend “dispossble®
Smell farmer income raised from fncome.
$2500 to $3500 in seme period 3. Farmers protected from unscrupulous
marchants (middiemen).
|Preject Purpose: Conditions thet will indicate 1s. Harvest Records: Dept or Ag. |Affecting purpose-to-gosl (fink:
. hes been echieved: End extension sgents surveys
Small former benens production | of project ststus b. 1991 COA records 1. Price of banans does not fall below
incressed in OECS countries X $/ton in 1992 end Y $/ton in 1993
1. 1000 farmers (ouning 5 acres |2a. Review & snelysis by COA 2. Market sbsorbs total incressed pre-
or less) incressed benens experts duction esch harvest
yields by 50X between 1991 3. Limited spoilage or weste eccurs in
ond October 1993, 3a. Credit system records marketing/storage system.
b. Survey of farmers for pro-
2. Bsnans harvested by smell gramme setisfaction

farmers in 1991,

3. 95X of farmers by HTV suckers
for 199¢ plenting season.

Gutputs Negnitude of cutputs necessery |1a. Project records Affecting output-to-purpose links
and suftficient to achieve purpose| b. Project recrods, extsnsion
sgent survey
1. Ffunctioning fertilizer and| 1s. 10 distribution centers con- | c. Project A/C records 1. Extension agents correctly super-
high yield veriety banens structed by 12/93 vise farmer spplicetion of
distribution system in b. X tons fertilizer ond ¥ 2s. Project recrods fertilizer.
place. thousends planting meterials | b. Extension sgent reports
distributed to terget group. | c. Spot check survey by project 2. 10 inches of rain falls between
2. Formers treined. c. 96X of all purcheses psid for manager May end October esch yeer.
within 2 months of purchase.
3. Functioning credit system | 2a. 1500 ferwers trained by 12/93|3a. Credit systems recrods 3. Price of vegetables stsys st 1991
in plece. b. 98X of those treined use new | b. Ag. extension sgent report levels so farmers will otey with
plenting end cultivating banens project and not convert to
techniques appropriately. vegetsbles.

3e. $1m fssued in credits to
smell formers by 1993 by 30
credit eree officers.

b. Defeult rate does not exceed
2% of total loens.

. c. Credit terms acceptable to
local ferm leaders.
lnputs: Activities and types Level of Effert/Expenditure for |1s. Project mensger recrods Affecting input to out-put |inks
of rescurces each asctivity. b. Sub-contractor records end
reports 1. Farmers willing to sccept new
1a. Design distribution system fe. 6 mermonths $ 15,000 c. Project menager reports cultivation methods.
b. Construst storege b. 12 mermonths $1,000,000
fecilities ! ¢. 16 mermonths $ 150,000 2. Ffertilizer prices do not exceed $
¢. Treining staft per ton,
‘ 2. 26 mermonths $ 100,000
28. Resruit farmers 24 mermonths $ 200,000 3. Cen recruit locelly 150 sgricul-
. Develop treining fecilities tural extension sgents.
and materisls 3. 36 ssrmonths $ 150,000

¢. Condust trsining

3s. Hire credit specisiist

b. Develop systes procedure
¢. Train oteff |
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4.3.6 Manageable Interest

The "manageable interest" refers to the tasks (outputs) that a
competent manager should be willing to accept responsibility for
producing if he is given the resources agreed upon at the start of
the project. In a well-designed project, each task is

for accomplishing higher objectives (purpose and goal) that
motivate the project. Achieving the higher objectives does pnot
automatically follow from achieving the tasks because there are
important factors outside the project that are necessary too. The
hypothesis of a development project is that the project purpose
will be accomplished if the project outputs are produced and the
outside factors conform to the "important assumptions" we make
about them. The project manager should be considered "responsible"
for achieving the project "outputs". They are within his
"manageable interest". The Jjudgment that development impact
(purpose and goal) will follow is "beyond the manageable interest".
The project manager and higher levels of management share the
responsibility for the judgement that development impact will
result. The project manager is responsible to keep informed about
the progress of the project and to inform higher level management
abogt changes that cast doubt on the hypothesis implicit in the
project.

In discussing the origins of the Logical Framework concepts, you
will recall the major problems that were encountered for evaluating
development projects: ambiguous objectives, unclear management
responsibilities, and the perspective that evaluation was a threat
to project teams and project managers. The concept of "manageable
interest" helps particularly with the second problem-clarifying
what the manager ghould feel responsible for and why. In the
process the manager's objectives are clarified, and evaluation
becomes an opportunity for the manager to call attention to
problems and the need for replanning. This approach fosters a
constructive attitude - the sharing of information about objectives
and evaluation' of progress in an atmosphere that is candid and
aimed at improving the project.

How does the concept of "manageable interest" help achieve all
this? Quite simply, by making that very important distinction
between what we can accomplish (the outputs), and the important
results we expect to achieve (purpose), the project manager is
accountable for producing outputs with agreed inputs; he is
relieved of the anxiety and worry of being responsible for the
development impact. He is not "responsible" for factors outside
the project. Because the manager is not being held accountable for
unrealistic objectives, he can relax and devote his energies to
getting his job done, and not worry about whether or not he will be
blamed for other problems. However, he is not absolved from his
responsibility to use his best judgement in the project design, to
use all means at his disposal to favorably influence factors that
are outside his control, and to communicate with superiors when he
sees that (1) the outputs may not be produced on time or (2) the
outputs will be produced as targeted but they are not having the
predicted effect on purpose-level achievement.
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The project manager should take whatever corrective action is
available to him where appropriate and should recommend corrective
actions to his superiors when their help is needed. It is the
project manager who is in close contact with his field staff and is
therefore in a better position to see what measures could be
undertaken to correct the situation. If the project manager does
not pass on his recommendations to his superiors, then decisions
will be made without the insight of the man in the field.

Communication between the project manager and his superiors pust be
two-way communication. The project manager must be informed by his
superiors as to the reason why the project is being undertaken.
The Logical Framework aids in this communication by specifying the
program-level objective: the goal. The project manager should
understand how his project will contribute to purpose and goal-
level achievement.

If the project manager sees that his project will not have the
expected impact at higher levels, he must communicate this to his
superiors. Often this is difficult for a project manager to do,
for it could mean that his project will be discontinued. For
example, if the goal is "income of small farmers increased", and
the purpose is "small farmers rice production increased", and the
project manager sees that, although the small farmers are
increasing their rice production, their income is not increasing
because of a recent substantial drop in the price of rice, he
should communicate this information to his superiors. They might
then decide to terminate the project because they are interested in
small farmer income, and if rice production is not a means to
achieve this, then they must look for other means.

We use the term "manageable interest" to mean that part of a
project that is within the control of the project manager. We
would therefore say that the purpose of a project is outside the
manageable interest of the project manager. This concept helps us
to determine, when we are designing a project, what we should use
for the objectives at the various levels in the Logical Framework.
The project designers should know when it is reasonable to expect
a project manager to be able to produce and, by definition, these
would become outputs, or deliverables.

We should not however, let the outputs define the purpose needed.
We must first clarify the significant change required--the reason
for the project and then determine what set of outputs are
necessary to effect that change.

Exror in Logjc

An occasional error is made in developing an output to purpose
hypothesis. No distinction is made between the result of all the
outputs being achieved and a simple summary of all outputs
achieved. Remember that there is a prediction made that the
purpose will result from the outputs being achieved and that
there is uncertainty in that prediction. If the purpose were the
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gum of the outputs, then we would have 100% certainty that purpose
would be achieved i.e., we have no hypothesis.

BAD PRACTICE GOOD PRACTICE
Purpose is gym of outputs. Purpose is result of outputs.
Purpose: Modern farming methods used by farmers. Purpose: Agricultural production of

farmers increased.

1. Fertilizer used by farmers.

2. HYV seed stock planted by farmers.

3. Pesticides used by farmers.

4. Fungicides used by farmers.

5. Multiple cropping system used by
farmers.

Delegatjion of Responsibility for Qutputs

Responsibility for producing each of the outputs can be delegated
by the project manager to others, be they contractors or
subordinates. The outputs can be broken down in the Logical
Framework by 1listing the separate major activities that are
required to produce each output. This is especially useful when
the project manager delegates authority to several contractors or
subordinates for one output or when outputs must be subdivided for
proper resource allocation. The inputs on the Logical Framework
should show the major activities for each of the outputs. The
indicators at the input level should show the manpower, money, and
equipment necessary for each of the activities. (See Figure 4.4
Input-Output Level; Input Indicator column).

The Logical Framework can be used as a communications tool, not
only between project manager and superior as described above, but
also between the project manager and others on whom he must rely
for cooperation in achieving his objectives. It is especially
useful when the project manager must deal with many factors that
are outside his control. For example, if his project purpose is
"banana production increased 50% and his outputs are (1) irrigation
canals constructed and (2) high yield planting materials
distributed, and the project is assuming that there will be
sufficient fertilizer on the market at a reasonable price and that
the credit institutions will make loans to the farmers, he may need
to influence the fertilizer producers and distributors and the
credit institutions without having direct authority over them. He
can do this by sharing his objectives with them. With the Logical
Framework he can explain what the project purpose is, what the
outputs are that he must produce, and what the assumptions are that
are critical to project success. He should also share with them
the goal of the project so that they can see they are contributing
to a significant and important undertaking. The key element is the
assumptions, for this allows them to see their role in helping the
project manager to accomplish his task.
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4.3.7 Building the Project Design

A project should not be designed by any one person in isolation.
Designing a project requires both management and technical skills,
and people with the specific skills needed should be included as
members of the design team. Where one starts when developing a
Logical Framework for a project depends upon the amount of
decision-making that has already taken place regarding project
details. 1Ideally, the Logical Framework should be used before the
project is even identified. 1In such a case, the Logical Framework
would be a design tool for program/sector planning. Once higher
(program/sector) management has identified a program or sector
goal, they would then identify the project that together, would be
needed to achieve the goal.

If program-level managers were using their own Logical Frameworks
to design programs, the reason for the program would be recorded on
their Logical Framework as a purpose, and each of the projects
needed to achieve the purpose would be an output. Each output (or
project) would then be assigned to a project manager and that
output would become the purpose on the project manager's Logical
Framework. His goal would of course be the purpose of the Logical
Framework of the program manager. This same approach could be used
to delegate responsibility for managing individual outputs. This
can be seen graphically below:

PROGRAX 1¥
Goal PROJECT 1¥
Purpose —— | Goal OUTPUT 1F
Output 1 Purpose — | Goal
Output 2
Output 3 Output 1 Purpose
= Output 2
Inputs output 3 Output 1
Output 2
lnputs
1
Inputs

}

When a project is assigned to a design team (which should include
the project manager, if possible) in this fashion, the goal and
purpose of the project Logical Framework are already identified.
The design team may first want to further clarify the purpose by
developing indicators for end-of-project-status. Once the scope of
the project purpose is understood, the next step is to develop the
project outputs. The design team must ask themselves what should
be produced in order to achieve the purpose. When the outputs are
identified the next step is to identify the activities and
resources required to produce the outputs. At this point the first
stage of Logical Framework development has been completed. The
Logical Framework should have the goal, purpose, outputs, and
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inputs identified. The EOPS should be partially complete and the
indicators at the input level (resources) should be roughly
identified. Invariably many assumptions are identified during this
initial stage of project design and they should be noted in their
rough form so that they are not forgotten. This first stage is a
Eop-down design, beginning at the goal and working done to the
nputs.

The second stage of project design starts at the bottom and works
back up to the goal. During this stage the design team must ask if
they have identified all the necessary and sufficient conditions at
one level to be confident of achieving the next higher level of
objectives. A review of each set of the activities together with
their resources is made to determine whether it is necessary to
produce a specific output. The assumptions must be further
clarified and then the team must determine whether all of the
factors (both within and outside the manageable interest) necessary
to produce the outputs have been identified. At this stage, the
experts and project technicians should be called in as necessary to
advise the design team and/or project manager.

The team then moves to the output level and examines each output to
see if it is necessary to achieve the project purpose. Indicators
must be developed for each output. The assumptions for the
output-to-purpose prediction are further clarified, and then the
judgement must be made as to whether all of the factors necessary
and sufficient to achieve the purpose have been identified.

The team then moves to the purpose level and reexamines the purpose
to determine whether it is necessary to achieve the goal. All of
the EOPS indicators must be fully identified and targeted. The
assumptions for the output-to-purpose prediction are further
clarified. The other projects that will also be contributing to
goal achievement must be included in the assumptions. The design
team’® must determine whether all of the factors necessary to
achieve the purpose have been identified. AT the goal level the
indicators must be fully identified and targeted. This completes
the first cycle of the Logical Framework design.

To further refine the project design, two activities are required
and they can be undertaken simultaneously. One of these is to
develop the evaluation plan. For this, the first step is to
identify-the means of verification for each of the indicators. 1If
the means of verification require additional project resources and
activities, then both have to be included as project inputs on the
Logical Framework. The project manager must think ahead of the
decisions that must be made following evaluations. If important

5 the parties involved in the design process can be drawn from different department levels and areas of
expertise, depending on the project. If a project menager has not been officially assigned, at least
one member of the design team should be charged with bringing the project menagement viewpoint to the
design effort. In addition, when refining the purpose and goals of the project, higher level
management should be included in the dialogue to ensure the resulting gaol level clarification does
meet their progremming objectives.
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decisions must be made at specific points during the course of the
project, then interim evaluations may be required and interim
targets must be developed for the indicators.

The kinds of decisions required must be identified, so that the
information necessary to make these decisions will be available at
the proper time. A simulated evaluation can be helpful in
identifying the kinds of decisions and the kind of information
required. It may be found that additional indicators and
additional assumptions have to be included in the project design to
provide a base for measurement in the future.

The evaluation will be oriented to identifying change that has
occurred as a result of having the project. In order to measure
change it is imperative to know what the conditions were prior to
the project. For every indicator that is to measure change, the
project manager must have full data on the initial conditions. If
the data are not already in hand, they must be collected prior to
the commencement of other project activities. If collection of
baseline data is not a preproject activity, it must be included in
the project design as a project activity. 1If this in turn is not
possible, then the implications of starting the project without
sufficient baseline data must be assessed and alternatives
considered--such as not doing the project, or collecting "trend"
data so we can at least see change over time, even if we cannot see
the initial status.

The second activity required to refine the project design relates
directly to the assumptions. Each assumption must be fully
clarified and its probability assessed. If the project manager
finds the probability that the assumption is valid very low, then
he must take some kind of action to increase the probability of
project success. The types of action available to him are
discussed in the section on assumptions.

There is no set formula for determining the probability of an
assumption or for assessing the combined probabilities of all of
the project assumptions. In general, if any one assumption has a
low probability, that should be enough to signal danger to the
project manager. If a number of assumptions are seen to be
somewvhat 1less than high probability, then their combined
probability would have to be considered low and this would also be
a danger signal to the project manager.

Assessing the probability of an assumption is an activity that is
somewhat subjective in nature. An assumption is a prediction of a
future event or condition and is based on the judgement of the
project manager and his advisers using the best information
available. This information is often provided by a feasibility
study. If the project manager finds that he cannot assess the
probability of his assumptions because he is lacking needed
information, he may undertake further study to obtain the
information. (Information has a cost, when weighed against the
risk of lack of information).
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The project manager ideally should be involved in the planning of
a project. Often a planner will design a project and then pass the
completed design on to a project manager. When this occurs, the
project manger does not have the opportunity to share in the
judgement of the design, yet he must be responsible for project
implementation. In such a case, he should examine the design and
alert top management immediately to any unrealistic aspects in the
design and major problems he foresees.
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ANNEX 1

Checklist of potential problems in a commodlty system

Commodity: Indicate whether the analysis Is being
undertaken on a: ( )national; ( )reglonal; or ( )local basls.

DESCRIBE HOW PROBLEM
IF PROBLEM AREA  AFFECTS QUANTITY,
INDICATE WITH QUAUTY, PRICE, OR
NATURE OF PROBLEM (X) AVAILABILITY OF PRODUCT

Pre-Production Consliderations
Agricultural Sector Policies:
- Institutional organization
- salarles, urban or rural
- taxes:import or export
- price policles
- credit policles
- land reform policles
- natural resource management
- Irrigation policles
- production and distribution of
ing material
rm Input supply

- technology
- farmer organlzation
- marketing policles
- agro-processing policles
- import ggll:g:os
- export es
- Incentives:

L] m

. financlal \

. othet

Public Scctor Institutions (Identity Institutions):
rollllcal Instability
- leadershlp {
- deficlent plan:
- management gkills
- Insufficlent staff
- poor quallty staff
- staff motivation
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DESCRIBE HOW PROBLEM
IF PROBLEM AREA AFFECTS QUANTITY,
INDICATE WITH QUAUITY, PRICE, OR
NATURE OF PROBLEM (X) AVAILABILITY OF PRODUCT

- deficlent equipment ()
- lack of operating capital ()
- weak services:

. Information

. credit

. research

. extension

. tralning

. technical assistance

. product standards

. coordination

. others

SN SN SN, G, G, S S P S
N St P S P P e P

Private Sector Organizations (farmers, Intermediaries, exporters, others):

- legal structure .

- public sector control

- leadership

- unclear role & functions

- small active membership

- low level member commitment

- members widely scattered

- communication

- lack of resources

- management skills

- Insufficlent staff

- staff skills

- staff motivation

- job description or terms of
reference !

- poor planning

- declislon-making

- poor follow-through

- monitoring of staff,

- financial management

- communication

- marketing policy

- pricing policy
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DESCRIBE HOW PROBLEM
IF PROBLEM AREA  AFFECTS QUANTITY,
INDICATE WITH QUALITY, PRICE, OR

NATURE OF PROBLEM X) AVAILABIUTY OF PRODUCT
- alrports ()
- sea ports ()
- tractors or other equipment ()
- others ()

Planting Material:

- deficlent Infrastructure

- lack of proper equipment

- lack of technical know-how
- unavallabiiity to farmers

- poor quality plants

- others

S S~ S S~ S~
T S St S S “?

Problem Characteristics inherent to Cro
- seasonality

- height of plant/tree

- other growth characteristics

- susceptible to pests/diseases
- short shelfiife of product

- poor storage capabliities

- color

- flavor

- slze

- shape

- quantity of frult set

- others

Production Related Problem Areas:
- climatic constraints
- soll constraints
- land constraints
- water related deficlencles:
. too little water
. too much water
- Inadequate Irrigation systems
. poor water management
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IF PROBLEM AREA
INDICATE WITH

NATURE OF PROBLEM

x)

DESCRIBE HOW PROBLEM
AFFECTS QUANTITY,
QUALITY, PRICE, OR
AVAILABILITY OF PRODUCT

- fling system
- office space
- Inadequate equipment
- Inadequate materlals
- information deficlencles:
. supply of produce
. markets
. prices
. farm input supply
. credit alternatives
. production packages
. proper postharvest handling
of produce
. communication with
members
- others

~

— o~
—

Ecological Conditions which Negatively Atfect the Commodity:

- latitude/sunlight
- altitude

- soll

- rainfall

- wind

- temperature

- relative humidity
- other

Infrastructure/Equipment Limitations:
- roads non-existent

- roads In poor condition

- lirigation systems

- storage facliitles

- marketplaces

- packing holses

- packing equipment

- packaging materlals

(
(
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NATURE OF PROBLEM

IF PROBLEM AREA
INDICATE WITH

)

DESCRIBE HOW PROBLEM
AFFECTS QUANTITY,
QUALITY, PRICE, OR
AVAILABILITY OF PRODUCT

- seeds/planting material:
. unavallable

. poor qua;lly
- credit:

. unavaflable

. difficuit to access
- farm Inputs:

. unavallable

. lit
- igh costs”

- lack of technical know-how with respec

. farm management
. Integrated pest management
. crop establishment
. crop maintenance
. pruning
. tralning
. spraying
. weeding
. fertillzation
. pollination process
. water management
. large scale cultivation
. other*
- labor:
. Unavallable
. Inefficlent
. high cost N
- actual farming system:
.. limits ylelds
. affects crop quality

]
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OESCRIBE HOW PROBLEM
IF PROBLEM AREA  AFFECTS QUANTITY,
INDICATE WITH QUALITY, PRICE, OR
NATURE OF PROBLEM (x) AVAILABILITY OF PRODUCT

- technical asslistance ()

- means of verlification unavallable
In importing country

- difficult collection of payments

- delays with documentation

- port facllities poor
- other

S~ T~ o~ o~
N P S e e

Pricing and Consumer Demand Problems:
- Imports sold at lower price than
domestic supply ()
- Irreguiar supplies to meet
consumer demand (
- high costs to consumers (
- consumers lack famillarity with
product ()
- product poorly presented (
- characteristics of consumer
demand unknown (
- other (

NOTE: There are approximately 250 potential problems listed here which can impact
upon the quantity of product produced or its quality, price or availabliity. Due to
the participants’ lack of experience it may be difficult for them to understand how
some of the potentlal problems listed above may impact the product. A useful
classroom exercise Is to dedicate approximately two hours going through the list
as a group effort. Participants and Instructors alike can make suggestions as to
how a certain "potentlal problem” may Impact the product. This Is a good way to
stimulate group discussion and to transfer experiences between the different

panlcl?ants.

}
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DESCRIBE HOW PROBLEM
IF PROBLEM AREA  AFFECTS QUANTITY,
INDICATE WITH QUALITY, PRICE, OR
NATURE OF PROBLEM (X) AVAILABIUTY OF PRODUCT

Markets and Marketing Problems:
- markets:
. lack of market development or
promotion
. small and/or speclallzed
market niche
. limited to particular time of year
. Quarantine restrictions
. other restrictions or trade barriers
. taxes, dutles, etc.
. strong competition
. controlled by Interest groups
. local/reglonal politics
. difficulty in obtaining payment
. other
- product:
. lack of product development
. quality poor .
. volumes small
. rdces too high
. lack continuous supply
. collection system
. lack of quality control
. other
- transportatlon:
. Unavallable
. lrregular
. limited space
. frelght costs too high
. Insurance expensive
. other
- Information:
. supply statistics
. market Intelligence
. poor analysls
. other i

-
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NATURE OF PROBLEM

IF PROBLEM AREA
INDICATE WITH

x)

DESCRIBE HOW PROBLEM
AFFECTS QUANTITY,
QUAUTY, PRICE, OR
AVAILABIUTY OF PRODUCT

- cleaning
- slz
- gfad
- precooling
- packaging:
. unavailable
. Insufficlent strength

. high cost
. poor packing faclities
. quality/welght controis
. improper labeling

- quality control

- wrong temperature

- wrong humidity

- lack of technical know-how

- high costs of handling

- lack of Infrastructure

- other

Agro-Processing Limitations:
- raw material:
. small volumes avallable
. lack of continuous supply
. quality
. high costs
- Imported Inputs(jars,etc)
- lack of facllities
- deficlent or outdated equipment
- poor product development
- high production costs
- low quality output
- lack of technical assistance
- lack of operating capltal
- lack of market development
- other .
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NATURE OF PROBLEM

DESCRIBE HOW PROBLEM
IF PROBLEM AREA  AFFECTS QUANTITY,
INDICATE WITH QUALITY, PRICE, OR
(X) * AVAILABIUTY OF PRODUCT

- pests/diseases:
. effect on marketablity
. lack of control method
. excess use of chemicals
. requirement of too much labor
. expense of control
- hlgh costs/production
- others

Harvest Related Problem Areas:
- larceny
- stage of maturity unknown
- lack of technical know-how
- Inadequate tools/equipment
- poor harvesting practices
- labor: :
. unavallable
rly skilled
. high costs
- helght of trees
- closed canopy
- other

Postharvest Handling Problems:

- rough on-farm handling

- poor fleld containers

- poor In-fleld saniation

- scarce labor

- poorly tralned labor

- lack of shade

- Improper stacking

- rou h loading/unloading
rm transpart

- dolays at ports '

- poor roads '

- chemical treatments

- washing
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