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Aspects of Project: The Project Cycle,
Identification, Implementation and
Evaluation

- LS Ghimire*
Introduction and Definition

What it is a project? Ask this question and wait for the answers: different people will give
different answers, and also explain meanings differently. Even various dictionaries provide
slightly different definitions of the term "project." For example, the Oxford Advanced
Learner’s Dictionary defines project as “a piece of work involving careful study of a subject
over a period of time, done by school or college students”. The Cambridge Dictionary defines
it as “a piece of planned work or an activity that is finished over a period of time and intended
to achieve a particular purpose”.

For the purpose of this article, a project is defined as “a discrete package of investments,
policies measures, and institutional and other actions designed to achieve specific
[development] objective(s)-sometimes to achieve planned outputs in quantities expected
within a designated time period at an estimated cost.”

Features and Attributes of the Project

A project is often viewed as a package, which inherently includes certain features. In other
words, the distinctive characteristics of a project include: specific objectives, a clearly defined
scope or boundary, a specific time frame, detailed investments, measurable production
and/or socio-economic benefits, a targeted clientele, and a well-defined administrative
system. To further illustrate the unique features of a project, let us consider one of Nepal's
Projects of National Pride: The Melamchi Drinking Water Project. The objective of this project
is to alleviate the chronic water shortage in Kathmandu Valley by providing a sustainable,
long-term solution; this project needs a tunnel construction from Sindhuplachowk district
to Kathmandu district; the project was to be started in 2001 and to be completed in 2007;
and investment from the Government of Nepal and few other donor institutions and
countries with major investment from the Government of Japan and the Asian Development
Bank. Residents of Kathmandu (valley) are its clienteles and the project has its own
administrative system - the Melamchi Water Supply Development Board.

A project not only has unique features but also distinct attributes. The attributes of a project
include: specific purposes or outcomes to be achieve; specific outputs to be delivered at
specific time; following a clear sequence of activities or stages, also sometimes known as the
project Cycle; [specific] stakeholders; specific budget, schedule and resources (including
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people!), and implemented by Project Manager or by a Project Team. The temporary nature
of a project—marked by a clear start and end—and the involvement of uncertainties are also
key attributes of a project.

Project Cycle or the Stages: The Cycle

Every project progresses through specific phases, from development to implementation
and ultimately to completion. A project cycle thus refers to the stages in a project’s
development. In other words, the life of a project can be thought of as the sequence of the
distinct stages through which the project will evolve and these stages are collectively
referred to as the project (life) cycle, the project development cycle, or simply the project
cycle. A project provides a structured solution, and in the context of development activities,
the project cycle holds significance for two key reasons: first, it facilitates scaling up or
guiding subsequent projects, and second, it provides feedback for the identification, design,
and implementation of new
projects.

Figure 1 1
Project Warren Baum, an Economist
Identification and former Vice President of
World Bank was the first to
use the concept of Project
Cycle, as depicted in figure 1,
in his seminal paper ‘The
Project Cycle” in 1982.
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According to Nihal Amerasinghe, and ¢ :

from a stage’s perspective, the project Implementation Appraisal/Approval
cycle comprises various phases: Project
Identification, Project Design and Formulation, Feasibility Analysis, Project Appraisal,
Project Selection, Negotiation, Project Approval, Project Activation, Project

9T ATk T ATINT THTRT -q30- qY: 4 ITTH: 4.




Implementation, Project Supervision, Monitoring and Reporting, Project Completion,
Project Evaluation, and Follow-up Analysis and Actions.

While all stages of a project are equally important, three stages—Identification,
Implementation, and Evaluation—hold particular significance. If the identification stage is
flawed, the entire project may face serious implications, leading to failure. If the
implementation stage is not executed effectively, resources, including time, will be wasted
with no tangible results. Similarly, incorrect evaluations can lead to poor decision-making,
such as scaling up based on faulty assessments or starting new projects, ultimately causing
project failure and the wastage of scarce resources. In this context, the three critical stages —
Identification, Implementation, and Evaluation (ITE)—will be briefly discussed below:

Project Identification

In the identification stages, the idea of a project is reviewed. As such ideas for a project come
from three orders of needs: the first order, the second order, and the third order.

The first order of needs for a project arises from: (i) the need to satisfy an unmet demand
or need, (ii) problems and constraints in the development process, (iii) underutilized or
overused materials and resources, and (iv) the need to complement other investments.

The second order of project identification is driven by: (i) initiatives from the private sector
or other levels of government, (ii) government responses to external pressures, (iii) the
pursuit of national pride or strategic objectives, (iv) natural events and disasters, and (v)
the development and establishment of permanent capacities for growth and development.

‘Finally, the third order of project identification is often prompted by (i) proposal form
multinationals; (ii) donors' programming, (iii) Influenced by other countries’ development,
and (iv) prevailing professional opinions- climate change, sustainable development goals,
etc.

Implementation

While all stages of the project cycle are important, the project implementation stage is
particularly demanding. During this phase, the actual work of the project is carried out, and
the targets, goals, or outputs are produced, which ultimately benefit the stakeholders,
including the intended beneficiaries. As Amerasinghe notes, the implementation of projects
typically takes a longer time, usually 4 to 6 years, and involves the largest investment. Even
with the most effective project identification, a project may still fail significantly during the
implementation phase. For example, World Bank Policy Research Working Paper carried
out by Flyvberj in 2005 revealed that nine out of ten large infrastructure projects
implemented in 20 countries of five continents over seven decades incurred both time and
cost overruns - time overrun averaged 41 per cent and the cost overruns 16 per cent of total
estimated project costs. In these contexts, A successful project requires a well-planned
implementation strategy, including clear preparation, strong organization, proper
planning, timely funding, effective contracts and procurement, and ongoing monitoring and
evaluation. These steps are crucial for completing the project successfully.
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Project Evaluation

Evaluation is the final stage in the project cycle. Because it comes at the end, often years
after the project has been identified and implemented, it is frequently overlooked.
Additionally, there may be a tendency to focus on identifying and preparing for future or
scaled-up projects instead of evaluating the current one. As mentioned earlier, if evaluation
is ignored or conducted poorly, and future projects or scaling-up decisions are made based
on faulty evaluations, it can lead to project failure and the wastage of scarce resources.

Commonly used criteria for project evaluation are relevance, effectiveness, efficiency and
satisfactory or un-satisfactory. Given the importance of evaluation, it should be conducted
from three perspectives: legislative, legal, and political. From the legislative perspective,
evaluation focuses on economy, efficiency, and effectiveness. The legal perspective assesses
equity, while the political perspective evaluates responsiveness. Finally, evaluation must
consider four key variables: cost, time, quantity or output, and quality.

Conclusion

The project cycle refers to the stages in a project’s development, and it is tool used for
project management-from identification to evaluation or way of viewing entirety of a project
that established the steps to complete a project, helps maintain a focus and monument, and
creates better-defined high-level stages of completion. In the identification stages, the idea
of a project is thoroughly and deeply reviewed; in the identification stage, the real works of
project are carried out and targets or goals or outputs are achieved; and in the evaluation
stage, criteria such as relevance, effectiveness, efficiency and satisfactory or un-satisfactory
are used to see overall successes or any failures of projects. The success of all projects is a
result of the balance amongst four aspect or consideration. They are (i) time, (ii) resources,
(iii) objectives, and (iv) stake-holders. However, time and cost overruns of projects are
extremely common especially in Nepal. Such overruns not only make projects uneconomical
but also negatively impact the economic development and prosperity of the country.

The success of a project depends on understanding and following the project cycle,
balancing time and resources, and working with stakeholders to achieve the project's goals.
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Taxation System in Nepal's Federal
Structure: Challenges and
Opportunities

- CA Namuna Joshi®®
Abstract

With the introduction of the new constitution in 2015, Nepal adopted a federal structure of
government, which decentralized power among three tiers of government: federal, provincial,
and local. This shift aimed to enhance local governance, promote inclusiveness, and increase
fiscal autonomy. Similarly, the system of taxation is divided among the three tiers, each having
different jurisdictions and responsibilities for tax collection. These advantages are offset by
some challenges such as inconsistent tax policies across provinces, disparities in regional
revenue generation, lack of coordination among the different levels of government, and an
insufficient level of technical capacity at the local level. Key opportunities for reform exist—
by modernizing the tax administration, improving intergovernmental coordination,
broadening the local tax base, and raising tax awareness among the public. By addressing
these problems, the tax collection mechanism of Nepal can become efficient, fair, and
transparent, promoting better governance and overall economic development.

Keywords
Constitution, federal structure, government, tax collection, taxation system.
A. Introduction

Nepal has been a federal democratic republican state since the new

constitution was passed in 2015. Nepal has now been divided into

7 provinces, 77 districts, and 753 local levels. Such a shift into a

federal system has been made to decentralize power and authority

to enhance local governance and make development more

inclusive. Under the federal structure, Nepal now has three levels of government: federal
government, provincial government, and local government. The powers and authorities of each
level of government have been explicitly mentioned in the Constitution of Nepal.

Federal Government: It is the highest level of government in Nepal, and is responsible for
national policies, defense, foreign affairs, national economic planning, and laws affecting the
whole country. It has the power to collect taxes, regulate monetary policy, and manage
national resources. The federal government is also responsible for ensuring uniformity in
matters such as education, health, and infrastructure development across the country.
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Provincial Government: In Nepal, the government is divided into 7 provinces, each of which
has a separate parliament. Regarding education, health, agriculture, and economic
development, the province is autonomous to a great extent in local affairs. The provinces
collect certain taxes, make laws regarding some areas, and arrange regional resources. Each
province also has a directly elected provincial assembly and a chief minister.

Local Government: The local government system in Nepal consists of municipalities and
rural municipalities. Local governments are empowered to manage issues such as local
infrastructure, waste management, public health, and other community-based services. They
have taxing powers in some areas, including property taxes and small business taxes. The
local government is directly elected by its citizens, and the local bodies are responsible for
implementing national and provincial policies.

B. Structure of the Federal Taxation System in Nepal

Under the federal system of Nepal, taxation is structured on three levels of government:
federal, provincial governments, and local governments. All three levels of the government
have their respective
jurisdiction over tax collection
as per the powers conferred by

the Constitution of Nepal, «Customs, excise duty, value added tax,
corporate income tax, individual

2015. Federal income tax and remuneration tax.
1. Federal Level Tax: Government

T_he Constitution of Nepal has * Wealth tax, house rent tax, motor vehicle
given federal powers relating _ tax, advertisement tax, business tax, land
to customs, excise duty, value- LU HEI  tax (land revenue) and entertainment tax.
! " Government .
added tax, corporate income
tax, individual income tax, and
remuneration tax. All the
national level taxes are kept
within the jurisdiction of the
federal government in
collecting taxes on items like:

~

«Motor vehicle tax, entertainment tax,
Local advertisement tax and agro income tax.
Government

e Custom Duty: These are
taxes levied on imports and exports of goods, as international trade and cross-border
transactions are regulated by the federal government.

o Excise Duty: The federal government levies excise duties on commaodities like tobacco,
alcohol, and petroleum products.

e Value Added Tax (VAT): Value added tax (VAT) is a significant source of revenue at the
federal level, which is levied on goods and services sold.

e Income Tax: This involves corporate income tax, personal income tax, and capital gains
tax. The authority to levy tax on corporate profit of organizations lies with the federal
government. Similarly, taxes on the income of natural persons earned by way of
employment or otherwise are also levied by the federal government.
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2.

Provincial Level Tax:

Each of the seven provinces in Nepal has been authorized to impose taxes within its
geographical boundary. It has the provincial powers relating to motor vehicle tax,
entertainment tax, advertisement tax, and agricultural income tax. The major taxes that come
under the purview of the provincial government have been discussed below in detail:

Vehicle Taxes: Every vehicle owner has to pay vehicle tax based on the engine
specification of the vehicle used. Such taxes are collected by the Provincial Transport
Offices. Such tax rates are also different according to the province.

Entertainment Tax: Taxes are imposed on entertainment activities such as movie tickets,
concerts, theaters, magic shows, and similar nature of activities. The tax rate for
entertainment is fixed by the provincial government while the collection and
administration of taxation is handled by the local governments.

Advertisement Tax: Provincial governments can impose taxes on advertisements placed
by individuals and organizations, while the collection of such taxes is done by the local
government.

Agricultural Income Tax: Provincial governments hold the responsibility of levying
agricultural income tax on agricultural products of farmers.

3. Local Level Tax:

In Nepal, local governments at the level of municipalities and rural municipalities have the
responsibility for revenue generation through local taxes such as house rent tax, motor vehicle
tax, advertisement tax, business tax, land tax (land revenue), and entertainment tax.

House Rent Tax: Any person earning income by renting a house, land, or property shall
pay rental tax to the government. An organization leasing out property shall pay rental
taxes to the federal government. However, other rental taxes are collected by the local
government at the respective ward offices. The rates of rental taxes are also different as
set by the provincial government and collected by the local government.

Land Tax: Land tax is collected by the local level government on property owned by an
individual or organization, whereby the tax is computed based on the value of land or
building. Municipalities and rural municipalities may collect property taxes from local
infrastructure and services.

Business Taxes: Businesses operating within the jurisdiction have to pay certain taxes
based on their activities to the local government.

Entertainment and Advertisement Tax: Taxes on entertainment activities and
advertisements are determined by the state government while the collection part is
handled by the local government. Such taxes collected are shared between the provincial
government and local government in a ratio of 40:60.

Among the taxes collected by the federal government, the Inter-Governmental Fiscal
Arrangement Act, 2074 requires the amount of value-added tax and excise duty collected to
be distributed to the federal government, state government, and local government in the ratio
of 70:15:15.
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C.

Challenges in Nepal's Taxation System:

Although the new federal structure has decentralized powers to the local level, this structure
has also introduced complexities in the management of public finances, particularly on issues
of taxation. There are several challenges in Nepal's taxation system due to the implementation
of the federal system, initiated by the promulgation of the new constitution in 2015. It divides
the country into seven provinces, each with its level of authority being different. The
decentralization of power has created some unique challenges in the taxation system. Some
of the key challenges include:

D.

Variation in Tax Policies: Each province has the power to develop and implement its tax
policies and rates, making tax policies inconsistent across the country. Inconsistent tax
rates and policies across the provinces create a lot of complications for businesses and
individuals.

Limited Revenue Source: Although the constitution has defined the jurisdictions of tax
collection for all levels of government, the majority of the taxes are collected by the
central government. Some of those taxes are also shared among state and local
governments, however, it creates dependency.

Regional Disparities in Tax Collection and Revenue Generation: Nepal has regional
disparities, which have made certain provinces economically stronger than others. This
may lead to disparities in the collection of taxes throughout the country. The richer
regions may collect more taxes and thus have higher revenues, whereas poorer regions
are unable to raise sufficient revenue. This increases income disparity.

Lack of Coordination among the government: Nepal's Constitution has empowered
certain taxes to be determined by the provincial level, however, the responsibility of tax
collection and tax administration has been entrusted to the local government. Also,
revenue collected by the central government is re-distributed among all levels of
government. There is a lot of confusion on responsibilities and tax collection which has
also created a lack of coordination among central, state, and local government.

Technical Capacity: The provincial and local governments lack the technical capacity to
manage a complex system of tax collection. Furthermore, the training of tax professionals
is inadequate, tax administration systems are outdated, and infrastructure is insufficient
to facilitate efficient collection and enforcement of taxes.

Opportunities for Reform and Improvement

Despite the challenges, Nepal's federal taxation system does offer some avenues for reform
to further enhance its efficiency and equity:

Enhancing Tax Administration and Technology: The modernization of tax
administration systems through technology and training programs. Various training and
capacity-building programs can be provided to staff at local and provincial governments
to enhance their capacity and improve the tax collection processes.

Tax Coordination among all levels of government: The absence of proper coordination
at the federal, provincial, and sub-national levels may create some conflict or duplication
in collecting taxes. Maintaining proper coordination among all levels of government helps
to:
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e Widening the Local Tax Base: The Nepal Government can broaden its tax horizon at a
local level by introducing new taxes on local businesses and services. This will give more
financial independence to the local government and reduce disparities between provinces.

e Providing tax awareness programs: Tax awareness programs can be provided to
individuals and organizations through formal and informal media. This results in
increased tax compliance in the country.

Conclusion:

The shift from a traditional structure to a federal structure as per the Constitution of Nepal,
2015 has presented both opportunities and challenges in Nepal's taxation system. While the
federal system has empowered the state and local levels through decentralization, it has also
created complexities and confusion in tax administration and tax collection processes among
people. The issues relating to uneven tax policies, regional discrepancies, lack of coordination
among three tiers of government, and shortage of technical capacity at sub-national levels
shall be addressed for smoothening the taxation system While challenges remain, there still
exists scope for reform such as modernizing tax administration, improving inter-
governmental coordination and expanding the local government tax base. By focusing on
these areas, Nepal can create a more efficient, equitable, and transparent taxation system,
thereby contributing to the overall economic development of the nation.
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