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INTRMDUCTL N

The Rogi-nal Workshop nn the Preparatiorn nd %valuation of Ine
dustrial rrojects was Reld in Addis Ababa, Ethidpisr It wam 1mple-
mented jointly by UNID" and ECA and was financed from the 1474 Pegu
lar Programme of UNID®  The Rogional Workshop was the first activy
ty of the recently estaklishei Tuint BCA UNIDC Industry Division.
The preparatisn of tho Workshop wes assign:d to tha Industrial P-li
cies and Programming Divieion of "'NID The Worksh-op wns attended
by 25 participants from soven Rnglishe-speaking ofrican countries,
vis.t EBthiopia, '!alawi, Nigerin, Swaziiand, Tanzaniaz, Ugand: and
Zambia.

1. OAECTIVE P THE W.RKSH P

The purposue »f the VWorkshop was to assist ministries >f indus-
try and/or planning and other intorested government~l and semi-go-
vernaental agercies to ungrade their current practices 1n the fields
of project preparation, financial analysis anl naticnal economic eva
luation. The objective waa achieved through an intcnsive programae
including tho presentation of concepts and taochniques and the avae
luation of several industrial projects submittoed by the participants.

2. PREPARATION F THE REGICNAL WCRKSH P

The preparation of the Vorkshop was mainly the rosponsibility
of the Industrial Programming Saction of UNIDC. The selection of
candidates was done jointly with the Section for Africa, TCD. Due
to tha late submiseion of some of the candidates it was not possidle
to involve ICA in the selection procedure. With the exception of
one candidate whose professional line of activity was not at all |
related to the objectives of the Workshop, the selection committes
was able to accept all candidates submitted by the Covernments cf
the comtries concerned.




Although the participante had deen requested 10 gubait one or
sere industrial prejects cwrrently under active considerstica |
their Governments, for uee as case studies for evaluetion during the
Yorhohop, wo wore only able to receive these studice upon owr arrival
in Mdis Adede

The proposal for s sugar plant (Bthiopia), o shoe fectory (Tem-
sanis) end & tin-cen plant (Malewi) were odited and prepared jointly
with the eountry representatives for discussion during the Workshep.

U,

In the course of the Vorkshop, the documents listed below were
Qistriduted to the participante:

s) "Ouidelines for Project Bvaluation” (ID/SER/H/2) i

%) “Cheokliste for individual studies and Planning stages as used
in preject screening operatioca” (ID/M.55/3)

o) "Emtrecte of Industrial Peasidility Studies” (/wa/32/2)

4) "Predlems often encountered in inplementing iadustrial Joots ‘
in doveloping countries”, UNIDO Industrialisation end ti-
vity Bulletia, Nr. 17 .;

®) "Simple criteria for commercial evaluation - break-even, poiat,
period, and rete of return in s typical year", UNIDO
ariet

f) "Case otuwly: rolling mill and scrap iron smelting plant"
€) "Case stuly: sugsr plant”

R) "Case study: shoe factory”

1) "Case study: tin-can factory”

3. TRCERRE 0 TS REGIONAL WORKSHOP

The Vorkshop took place in Africe Hall of the N BCA. It wae
officially opened on X0 Jemuary 1974 by #r. Sebhat Reble Selassie,
Pirector of the Indwstry and Rowsing Division of ECA and by Wr. Verner !
Bedrens, of the Industrial Policies sad Programming Divigion, NIDO,
he dirested the VWorkshop. Nr. Sedhat Nable Selaseis conveyed an
optaing stetenent ty the Buecutive Secretery of KCA, Mr. R. K. 4.

Gardiner, to the pertioipents. Copy of this statement ip given ia
fones 1.




Sessions were hold Wonday - Friday, from 9 - 12 hours and from
15 - 18 hours. The lectures wero given in English. Teaching was
mainly performed by ir. Barnerias, .r. Bohrens (both of the Industrial
Policies and Programming Division, UNIDO), and #r Hocevar (Joint BCA/
UWIDC Industry Division). 4r. lzzam (Joint ECL/UNIDC Industry Divie
sion) and ir Mead (Harvard Study Group attached t> the Planning Come
aission of Bthiopia) covered one session each. N¥- additional experts
were needoed.

Ths Industry and Housing Division >f BECL was in charge of the
sdainistration of tha ¥Yorkshop, the provision of conference facili-
ties, local transport, arrangement >f factory visite, oto.

4. PR O

Ths Workshop covered the methodological asmects of project pre-
paration and ovaluation as well as the practical aspects through
case studies and plant visits. . total >f 25 sessions (} hours
eaoh) Oor 75 working hours were davoted to the following subjects:

a) Stages of project proparatiosn, market

and techno-economic studics 3 sessions
b) Commercial analysis 3 sessions
0) Social-cost benefit analysis 4 sessions
d) Case studies 12 sessions
o) Plant visits ) sessions
f) Opeaing amd olosing of ¥orkehop 2 seseions

T™he detailed Vork Programme is givem in /nnex II.

5. RARRIGERANTS

29 participants froa seven cowntries $00k part im the Vorkehop,
originating from Bthiopia (10), Tensamia (6), Nigeria (3), Ugenda (2),
Ssilend (2), Sambdia (1), and Nalawt (1).
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The majority of tho participainte hed an educati nal background in
economicse, ongineoring, commerce Hor public administration.

8.2 of the participants ar. curruntly working in levol >pment banks,
11 in ministries >f industry, aco.omic duvelopmunt or commerce, 2
in planning comnissione and 6 in devol prwnt corporations.

19 participonts camo from the larast levolopod countries.

« nominative list >f participants is givon in annex [I!

6. RESULTS OF THE REG{. I.L WORKSHJP

The participrnts wore all well praopared £or the Workshop., Both
thoir educational background and thoir profussional uxparionce -
although of different durati’n - onablod thom ¢ £511low the prosen~
tations and the practical oxercises. /411 participants are currently
working at the project luvel and benefitted therefure from their
attendancae of the Vorkshop.

The participants shwed keun intorest in the subjacts dealt with
during the Workshop This was n-t only reflacted by tho lively die- |
cussions but also by tho punctuality and 170 pur cont attendance rate 5
of all participants throughout the meeting. |

The lest session was devoted tn tha uvaluation of the Workehop |
by the participants. The most seiior among them took this opportu- j
nity to express the group's satisfaction and appreociation of the |
Vorkshop.

In adlition, all participants weroc invitod to complete a ques-
tionnaire (copy see innex IV) in order to voice their framk opinion
sbout the meoting. . first ssscssment >f tho questionnaires revealed:

a) the applied method of "learning by doirg" was highly sppreciated
by all participants:

b) the Workshop achieved its aiam of having participants actively
engaged in the ovaluation of actual cases. It was perticulerly

ouphasised that the diffioulty of interpreting the varying nom-
oepts of commercial profitadbility caloulation became appareat)
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o)

f)

¢)

2)

the turatin f the ¥ PReA [ [ thea: wegs was ronurally th ugmt
thbe t.om ot v ver proicet preparaty n, finwicial avnlus-
tion and rational ot mlalc oval it o n Frrivzipaits sh wal groat
interuat t. bec me 1 Pu cxpaP.onral 1n - gteP.noft ‘melysis, a
field which Rt beon ontir iy row €.r » et f *nan . faw pap-
ticipante suggomtc . ¢t heave: % Pre lortupes r WAMKCY rs@esrch and
project preparati r.. . wmeraiizati r ae vary Liffi~ule, b w-
eveF, @ince tho pr fesai nal sxperiunce .f sach PPtICLIEAAL was
ROt quite thy same;

national nanuale f.r andustricl pr o Ssct avalu-ti n hav: by row
beon preparol in 1 st cuntries. [t was folt, rnwever, bty the
participante that ir qany ~nsce a pro~enaal arpr . wh was taken
by the muthors .r the issuing irstitut. ns ani that m-re refired
sethods would be needel. (n 7.8t cases natinnl 3:onomic prifie-
tability waa not ¢ verol by the 3anunls;

full support was thuref .re given by the participants 1o end ree
UNIDO action t) writu national 7anuale £ or industrial pPoiact
evaluation;

full support was ale> given to £51lowewp actin in tha form of
consultative missione t) evaluate pr jucte currently under come
sideration by grvernmunts The participants' attontio>n was
drawm to the functions f r. Boris Hrcavar, UIID Regional /d-
vieep for Project Preparatin and Mvaluati m, wh) would de pree
pared to undertake such assignaenty;

ondorsensat was als> rendered 1> the propisal of LNIDO and X!
developing further Joint activities in the fields of project
preparation and evaluation in the frrm of training workshope
wd/> consultative missiong

the orgmisation >f the ¥orkshop wes fully appreciated by all
participents.
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I am pleasel *~ wel- 10 Joat o Afri adall 'o parti-irate in the
Reg1mal Worktsh~p 'n Ind.atrial Froje~t Prepuraticr, and Trajiatyor
The subject mitter f Jour Vorkshop -arrias hign PELCPItY 11 the York
Progremme f ®'A. Thic 1p 4 refle tion of the axt nt f iaterest f
mmber States f the ¢ mmimss n .- Froje t level pment activities We
Rave attemptod t, rugp.nd to thyy nedd ty % ¥ilizing tilateral and mul-
tilateral sssistancs ‘Lis ¥ TREh [ ois to o gmall Teasure *re result
of sni1tiatives pursued with 'TiIN loreover, T°A “o- perates on a -~one
S47uouws Tasis with the Economi- Devalopment [retitute of the [RFD 1n
OPgEAiIZINg traini@g semirars .n IFoject evaliation, the firet -f which
was Meld in Atidjar, [vory loaet in «ctober hoveutar 1573 and tha second
of which is scheduled *c “e held .r March °f this year. ke havi also
OeAtinulng co-oparative programmes with FA® ad tilateral icnors by
seans of whih we provide MvVis.ry servi:ee t: iwernments in projact
ldentification wid appraisal notakly in respect >f food and forest-based
irdustries .

‘lomber Ztates are als pursuing active mcasures to create and streng
than therr project development m -hinury ag exumplified by the increasing
mmber of industrial devslopment and promotion centres being sstaklished
often with the assistance of NID . ireater attantion is aleo being
Given 10 training inside wd outpide Africa of policy-maiters and project
ovaluators Much, however, sti1ll remains t. be dome if we are to cope




AINEX [ (comtirued) -F-

sffectively anl effi-. em'ly with the challenging tash which ~ur :euntpies
confromt in promoting industrialisation

It is frequently cbserved that the lachk °f Benkiabls pro_ectis ia
Africe is as serious a constraint to industrial investeent as is the L L
tage of the investible resources themeelves. Yot AfPicam Goverrsats
have expended consideradble scney sad efforts 1n organising and carrying
ous feasilility studies which generally have aot led to the comstrustion
of factories OF if the [rojects materislised them the operstion of the
nterprises raised more protlems than they < ontriduted 1o the astional
wolf ape

Project realisation may either te the result of a political and/op
scononic decision. The project evaluator has a significant rele Vo play
in either cage. In the former it L@ incumbent Wor Ria to epell owt the
implications of the political decision and te ~utline sliormative
pproaches to enable the vision of the political leadorship te natertalise.
™e latter is essentially the PPIRAPY Pospondidiiity of the prejeet eve-
leator within the predefined precepte and confines of national ge@ld and
inotruments.

In thie Workshep you will de dovoting some atteniion te Poviewing
‘he stages of project development. Nere ! would raly like we te Posege
100 that there is at every atage o Gecigion %o de tahon ¢ithor to aseept
oF 10 rejest & preject idea. Ve stand te econemise ea prejost dovelep-
Rt 00ets if we sericwsly adhere to thie stage-dy-stage “"aceegt or rejeet”
etien. Too froquently considersdle resouress are wiilised to push
hrough prejoets viioh ought 1o have Doend chandensd at @ carly stage.
In this regasd the attention paid 1o sasbet Posoareh sad pre joot L0endi-
fication astivities ape of significant ‘npertance .

Theoe setivities could wetenatically e puwrowd if these wigted
the roguisite lnou-how and shille. Ve ased wtallwgiets) shesical and
ssshanical engineere; foed, forest and temtile Sertnslagiots; and o Fnge
of othor specialissticns %0 Do dle %o plapeiat investasat cpperiwmitios




R

MR ! (contineed) - Je

d thence proceed 1o the elwdor tion wd inpiementat, n of iable indag
trial projects. A domestic ergility in BROW-RA W 18 At oMLy decisive
I torme of identifying 1 profit-Die investment PP WUty at e rly
otage Pt it nles waleg for fo0igning ¢ pr_ject - - rrectly refle t
Rationrl secinl and ecomomic b jectives

™ priney Punctions ¢ technici e, technci giets, fin-aciers 1 4
DuBinesenen i1s Yo see t: 1t thnt industrs preje-ts caje~ted for ivple-
R tien ~po commoreinlly vi-Bie md te haic dly sound A correct ageeeg
St of commereial vishility 18 A firet -ad spoert iyl rPoqu.remert of rro-
Joet Gevelopment  Put whAt 1a gnod fre tAg PRIV S0 entrepPenewr 1y rot
be gued for the ntion @ = wWhole ™ue is particul Wiy tPue f°r jeva-
loging sountriee where becruse of gtractural Figitities 2 PRt prires 4c
ROt corveetily Peflect apportwnity eoete

Yot e carning of prinasy fwtors of production rpe hewily in-
flesmest by ecernl wf 1netitutional condrdoPationg wd where taBes
D0t dion 4iatort the Peintive Prices of goods, A ouP g he priced ot
& onge sasierrdly Righer tham ity PPOriunity cost; cgpital say Pe peo-
vi€ed M 1 Prte Delew ite Porl valuwe; and foroign sachige By be over-
valusd. Under thooe conditions, *he sommereaal o lention of 1 peoject
SER @ive s very 4ifferent picture frem ~ soei 'l cogt-denefit wmalyeis.
Javestidie fnde are Purthosrncrs liaited we songaguenily it 40 iaper-
St et Qovernmnnts S e e cerPert Gssisione on the WPreprinte
Sundle of prejeste fer inplemsntation 4n - given point of time %0 woll
B vl tiae.

hmmmm-ﬂcmnummummv*
wwnumtwmuwmmuum
dmummdumm tastion docioiome oo
Saen ot %o prejoct lovel wWthia e svepnll atustrial plan. OGeversn-
-n.-.-nn.ln-m'u-mammtnm
ummmmmmmmmubumsm*
tiven. mummummmumm
wnmmum.




Twe contridutions Rwe commwnded interest mong poliecy-aalers ad
practioners, namely the XID" Jujdelines on Project Praluation wed the
JER_bowy om indwetriol Project Pralystion. ¥e in WA hwe deem in-

volved in the application .f Roth methodologres nmd envisage shortly

fo dring out 1 putlication on the comparative use of theee sethedologioe.
™he criti-isms which are voiced in regwrd to socinl cost-benefit amaly-
@18 10 tht the methodologies suggested we too comples te apply i pras-
sice The statisticsl 4.t required say not be readily wailable ia
Afriea; wd the nationnl parameters required for computation purpesece
Bag not de visily est klished and could aleo be sisleading since they
depond on the value judgenents of the individual project evaluator.

Nowever, social cost-Demefit analysis 18 net intended to provide
precise answers to the complon problems involved in the sereening of pre-
jocts, nor ceuld it claim to be policy-preecriptive. Mat 1t sen do in
oueh an intricate field ae is the process of industrialisation is whether
» sountry would gemerally be moving in the right direction by epiing fer
a bandle of projects as opposed to nmother. What, moreveer, oould de
paid with confidence is that at least serious errofs in projeet eelee-
tion ape aveided. More positively, the approach prosetes discipline ia
project dovelopment activities; whether these ba in the celleotion of
data, in the analysis nnd prosentation of information, of in the semside-
ration of a large number of candidate projects.

In thie Vermohop you will be focussing your atteation oa the IR0
ifelines on Prodect Pvalyicn. Based on thie sethedolagy, you Wil
alse be eamining and evaluating a nusber of industrial projects. &0 o
posult of these offorts UNIDO and HCA hepe that you will asquire new Wney
lodge whieh will Do of we %0 you in your futuwre respensidilitics. Nere-
over, we lesk ferward te you besening the fesal pointe for the prepagmtien
1a your comntrics of the Bnouledge you soguire here, threngh oither your
Gy Ao-day wverk or through tralaing pregrannes which you aqy wWgmnice ia
the future L2 Jour regpestiive countiries.

1 Srust et your otay Rere would bo fruitful and that yowr offerte
wnld prove prastical benefite ia youwr futwre astivities. 1 have plessure
ia Gsslariag hie Yeshmhep open. Thanl you.




Janvary 8
Jauary »

Janvary )1

Poderunry 6

¥ ¥X PPOGRACE
Arrival and registration of perticipants
NY - 1™ _poning of the ¥Yorkehop
Address bty the Emecutive Secretary of ICA
(reed by tr 8. Yadle-Selassie)
Jeneral Irtroduction to the Vorwmhaep and
presentation of the Vork
( tr. Dehrens
1917) - 181 Stages of project preparstion (Mg. Dehrens)
- TRANNE ¥ T Marmst study (dr. Benrens)
1510 - 18:'"  Techno-ecomomic study (%r. Dehrems)
Y .1 Financial evaluation: dasic concepte
(%r. Hocevar)
1900 - 18 tethods mnd criteria ( &r. Hocevar)
9100 <« 1™ Discounted cash flow enalysis (Nr. Nead,
Harvard Study Jroup)
18100 - 18y ¢ Vieit to industrial plant: Indo<-Bthicpian
Temtile 1ille
N0 - 12 Introduction to national economic evaluation
(4e. Dasme-ias)
1510 - 18 C UNIDO Guidelines: Application of methedole-
@ ot the project level (%r. Darnerise)
90 el UNID) Juidelines: Application of methedolo-
@ st the plaaning level (Wr. Barnerias)
19100 < 18;00  Caleulation of national parensiere
(:b. Assan, UN LAY
900 « 1100 UNIDO Guidelines: Chemical Plamt
(Mr. Darmerias)
19100 - 1817  Country eapericace ia project preparstion
and ovalumation (Participents)
00 « 18100 Nudies of industrial projects sudaitted Wy
tos Puger plant
Nesers. Darwnerias, Dehwens, Neosover)
35100 . 1000 Buger planti(continued)




ANNEX II (continued) -12 -

Pebruary 9 7:00 - 18 Plant vieit: sugar refinery and pulp and
paper plant, near Nasareth
February 11 9170 - 121 Sugar plant: (continued)

15532 - 18:0C  Coutinuation of the country experience in
[ndustrial Performance Tvaluation Profiles -
cement industry (Vr. Behrons)

February 12 9:"" - 121 Studiee of industrial projects submitted
by Governments: Shoe factory
(%essrs. Aszam, Barnerias, Behrens)

15:100 - 18100  Shoe factory (continued)

February 13 9t - 121X Studiee of industrial projects sudbaitted
by Governments: Tin can factory
(Mesers. Barnerias, Behreng, Hocevar)

15:0C - 18:00  Tin can factory (continued)

Pedbruary 14 9100 - 12:70 Closing session: General discussion and
euamary of the Workshop
(Ar. Behrens and ir. S. Hable-Selassie)
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LIST "F PARTICIPANTS

Nr. Tsegay Afawork

Loan-"ff1cor

Agricultural ‘nd Industrinl Dovalopment Bank
P. . Box 19"

Addis Abata

Nr. Adhanom Bornnane

S8tatistics fficer

Agricultural and Industrial Development Bank
P. . Box 190

Addis Adbaba

Mr. Liyow Desta
Junior Beconomist
Planning Commigsion
P. U. Box 137
Addis Ababn

Ar. Bekelv Jirma

Industrial Export

Mdinistry of Commerce, Industry and Touriem
P. 3 Box 1769

Addis Abnba

Mr. Yacob Kiros
Junior Expert
Planning Commiesion
P. 0. Pox 10W]
Addis Adaba

Nr. Abrshaa {akonnen

Loan Officer

Agricultural and Industrial Development Bank
P. 0. Box 1900

Addis Adbaba

¥r. Teseena Nakonnen

Chenical Engineer

Ministyy of Commerce, Indwtry asd Tourisa
P. O, Dox 1769

Addis Ababa
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WMIOPIA (cont'd)

MALAWI

NIGERIA

SAZILAND

Mr. Woldu “athewos

Nasearch Officor

Agricultural and Industrial Development Bank
P ¢ Box 190"

Addis Ababa

Mr. W. Yohannos Taddcsso

Industrial Bxpert

Ministry of Commerce, Industry and Touriea
P. 0. Box 1769

Addis Ababa

Mr. Yohannes Tesfald.t

Industrial Expert

Ministry of Commerce, Industry and Tourisa
P. 0. Box 1769

lddis Libaba

Mr. Thomas (swald Bernard Kanyuka
Project 'lanager

Malawi Development Corporation

P. 0. Box 566

Blantyre

Mr. Ahmed Baghari

Trade "fficer

dinistry of Trade and Industry
Kano

Mr. Lgwu Anye
Bconomist (Industries)

Ministry of Econoric Levelopment
Enugu

M. Postus N. Ngochindo

“enior Planning “fficer
Ministry of Economic Development
Port Harcourt

Nr. Gilbert F. Dhlasini
Managing Director
SEDC

P. O. Bom 451
Wabane

Dr. 8. T. N, Sukati

Specutive Chairman

National Indwtrial Development Corporation
P. 0. Box 866

®abane
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UGANDA Nr. Llfrod Mathins 'dinya
hssistant Secretary
Vinistry of Industry
P. © Box 71°7¢
Kampala

4r. Mulosi o jok

Senior Executive

Uganda Devolopment Corpiration
P > Box 312%

i Kampaln
i UNITED RPU- Mr. Lbanso J. Buteng'e
| BLIC op Planning °fficer
TANZANTA dational Developmont Corporation
P. 0. Box 2669
Dar-ve-Salaem

Ne. Berve Asbrose 'nlai
Industrial Bngineer
INDCENTYE

P. O, Box 2%
Dar-es-8alaam

M. Bernard 8. {choavu
Industrial Officer
Uinistry of Commerce
P. 0. Box 9503

Dar-es -Salanm

. Wonea Yonasa lsemc
Project Ufficer
Tansanian Investment Bank
P. 0. Box 9373
Dar-es~-Salaam

. P. J.V ¥

Project Officer
Tansanian Investmont Bank
P. C. Box 9173

Dar-es -Salann

%r. Peter J. Ngumbullu

Neonomiet

Ninistry of Boonomic Development and Planning
; P. C. Box 9242

Dar-es-Salaan

B Nr. Simon Brnest Chileshe
Assistant Project Offiocer
HUnistzy of Uines md Industry
P. 0. Dox 1969
lassks
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