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jmunm A» CQ^'V• msawaiAL »B^ffff 

trt-at *ituat|o.> 

Sosalia i. .till in ita j iiti»l ataca of J »suatrial 
daytlopaant ana lackt institutional infrastructure raquirtd for 
undertaking and avallatine ftaeibility atvdiea/   Thtra la honrar 
• Departttnt of Industrial Planning in tha Ministry of Industry which 
organiate ail work in thia field and assurta tha appropria ta follow 
up in toa aaaaar described below. 

Project Idoatiff«»^ 

Induotrial Profeto for detailed feaaibility atudiaa art 
laeatified on too baais of j 

a) 

a) 

Industrial Survey of Soaalla carriad oat by «XM 
in 1f73. 
Industrial Kevitwe prepara« periodically with tas 
aaaiatonot of OTflDO Ixperta in tao Ministry. 

•)        Pre-feaeibility and preapaot atudiaa oarriad oat 
froa tiaa to tiat by WIDO esparta. 

»•pasáis received froa farol«« invtetera, aultl- 
aattoaal coapaaits, suppliere of plant and sachlnery 
abroadi and ooneultinf flra». 

o> Btudiaa undertaken by diffaraat aid girls« o aunt ria a 
and agoaeioo ralatad to tha fiol« of industrial 
developaeat 

f ) ttudiaa uadartakaa diractly by tha Department of 
Industriai Planning iaiio Ministry of Induatry with 
assistance of WKtm Ixparta. 

Aa abstract of faaaibility   and induatrial prtasaet atadlta 

"^ü***** 4m UmlUk *** **•«*••* *» 1^5t *t* ta on m» country fila 
at mm.   A liât of ouch atudiaa sarrio« out alnca 1*T3 ia annexed. 

A.. 



- 2 - 

Project Selection. 

Projecte arc oolccted by the Departrient of Industrial 

Planning in tho Ministry of Industry    on the baala of tho criteria 

already entoblißhed.    Projnets identified «re    rated as Giana A, 

B and C in the manner described t  low : 

A. Project» rated    an «A»  includo thoan which fulfill 

the following require«* nta» 

i) fieuourcc bnned, export oriuittud Projects. 

ii)        Reuourcc bae«»d projects for producing building 
matorial and 

iii)      Projects for the bdjsneing and mod minati on of 
existing induütrioQ. 

S. Project« rated   ae »B«    aro selected in the following 

Marnar: 

i) Other resource based projocto. 

it)        Project« which support primrjr ace tor« of economy 

Ilk« Pesticide Production and formulation, fertiliser«, 
boat building etc., 

iii)      Building mo Urial industries baaed on i»p0rtod 

Material"   like rolling »ill  for iron baro and other 
profile», 

iv)        AiiGombly industries.. 

C. Projrctr, claiuied af   »C    include* 

i) Import nubotitutiona industries based wholly or 

portly    on imported Materials, 

ii)       Small industries project«, 

iii)      Handicrafts development projscfcn. 

Suboequent to project ratir» ,   final selection ia Bado 

kipping in view th«  likely availability of capital resources and 

the capacity of government/ private enterprise to fiimnce, and 

aanago th« projoctf;.      Thiu leads to the development of a 

for   undertaking prefoaaibllity   «tudica. 
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trjfwAibllity etudjoa. 

Frefeaeibility studio« are undertaken by Soaall expertise» with 
or without the assistance of foreign experta.      UNIDO Pro J tot 
DP/SOK/72/007 ia also used for undertaking such stud te«. 

Prefeaaibility étudiée art evaluated in the Department of 
Industria.  Planning Ministry of Induatry with or without UlfXfiO 
•»perto.    On the basis of thia evaluation,    Projects ara ehoaan 
for detailed foaaibility/ Project   dosign.    The Minietry haa     now 
adopted a procedure by which tender docueenta are issued inviting 
foreign coneultiag firms to cake their bide.    Si*ultaaeeuely   or 

eeparately for i 

a) Feasibility study and 
b) Tender Specifioationa. 

A atandard for« haa been deviaed for inviting foreign 
ceaeultiag fimo to bid for thia purpose.     This fern anelate« the 
general condition« of tender, «cope of work, background iaferaatien 
•ai data   achedule to be eoapleted by tenderers. 

•valuation aof Feaaibilitr Study 

laoh foaaibility study ia approprUtely evaluated with the 
help of UNIDO Project DP/80K/72/00?   poeted in the Ministry of 
Induatry.   Evaluation oevera verification of amrket data «a well an 
inveetaoa'.. and operating   coat a      The technology   eheaen la ala« 
evaluate* keeping in view the condition« prevalent ia ••sella* 
the consulting fir»», as ia evident frea the atandard for« of tendor 
docuaente, are alao required to provide / propoae financing 
arrangement«,cash flow tables for financial planning and project 
evaluation data indicating break-even point,    debt repayment of the 
project, value added, balance of payseat offeet and internal rate of 
return,    fhia data ia alao evaluated and cheeked prior to final 
approval of the projoet for iapleaentation. 

A.. 
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Conatrainte 

Tho scopo of work included in the tondor docuocnto for 

conoultanto reproduced  in pare 5 above hoc boon introduco«! only 

recently.    Prior to thj.r.  the  cnnoultantu uaed to prepare th*ir 

own plan of work.    Rcuultantly the Feasibility btudica wcro found, 

on ovaluotion lacking in ... many re; /wets.    Thii« the baaxability 

of the Projet  wan hardly crtablinhcd. 

.'•Secondly  feasibility  ntudl^s are curried out prior to 

finalising financing arrangement».    Of courue the Consultant/-, do 

propooo    a nofiooal    financing arrangement.-,.    Thie»  could be at  the 

«toot taken an a model.     It  in  (»vident that  tho resource« of developing 

countries aro hardly adoquatc  to meet the need« of e irront budgetary 

oxponocu and the entire  ilcvolopmont budget  le financed from external 

eourceu.    The flow of aid from external oourcoc; in novor uni for». 

Again development project« of all the ¿lector« of economy compete with 

©neh other for fi nunc ine from tho nid.    Periodical  national Plan 

provide n guide line for tho uno of cxtornai    oourco of funds    which 

io alwayc acaree and inadequate.    Thus the  firnt difficulty io lack of 

adoquatc fundo for financing development programmo.    Second difficulty 

io inadequato allocation of availablo fundo for the industrial acetor» 

Third difficulty is cauued by Project appraisal by the financing 

agency.    In thio appraisal profitability io tho main criterio!., 

Other conciderntionn    of national importance like utilistmtionn of 

indir:cnoui; materiale eradication of unemployment,  dovelopment of 

loavA developed arena in a country otc. do not weigh much.    Thuo 

project«- t; o viability of which ia oütablinhod aluo remain 

tmimplcbontod due to the rcfucnl of aid giving countrioo/ agencien; to 

finance indtmtrlnl    projectc conceived to achieve national objective.!. 

PAJff - II 

CASI    STUPt 

However thin mooting lo mninly concerned with tho quality 

of foaoibility otudioo carried out in developing countries. A 

proper auoconaont of the situati on roquireo a oaao ntudy. For thio 

purpooc a ntudy carried out by a German Consulting   Firm on tho 

/•... 
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cetabliuhmont of Lime. /»Inni in Somali« buy Wn ncloctod. 

Tho ovaluntion of thie otudy rovoela thot the «'.onsultnntr.    have 

proposed a plant for producing 33 tone of calcined lin© por day. 

Since tho oxinting und projoctud demand doon not Justify   euch n 

largo capacity,  the «¡oncultnnt  hoe proposed the utilirantion of 

surplus capacity by onUü,liahinR another plan«: requiring additional 

invoatment   for producing Qua    Concreto  blooks for uuv no valline; 

matorial.     Even thin doce not  -enable tho propoeed plant to run on 

fall rapacity.    As a corusque no o  it ici proposed to uxport the surplus 

to Yemen    without undertaking an appropriate export market study. 

ioth tho plant* proposed aro    capital    intensivo baucd on advanced 

technology.      Matorinl handling i»; completely mechanised. In making 

euch a propooal condition** prevalent in Somalia have not boon   fully 

kopt in view.     The atudy doets net carry out a comparison of tho P. 

technologie» available nor providee comparative costa of largo 
a» well na    ««sail aii.ed plant. 

The Feasibility aforeoald    also doet not observe   tho 

pattern   nor tally followod for nuch « purpoac.    If tho report in 

read with the standard pattern in view,  the following observation 
e*orgei 

a' Project bmckgrpmne) and history 

The pur-pone for which tho Somali Government eclocted 

'Li»« Plnnt»    for a feasibility atudy ia not provided 
in    definite Ierren. 

It   in important  to «tnt«?  that before asoigning the 

feasibility atudy   : o the Gjrman Cotiulting fir», a 

preliminary   amiausmenL of the project  iden.: wau not 

«ado in n    profeaoibility  .atudy to dotormino    Ite 

invoatment opportunity ar well n« ito critical napoate. 

To quote fron the otudy,  the quality and quantity oí 

lino produced   already   at proeent io adequato for the 

building industry.    However the quality is not adequate 

for the production of lis* sand    bricku, gas formed 

concreti; nnd chemical industry.    Tho firat 2 items 

are not produced in Somalia and the requirements of 

chemical    industry «re negligible   Thio obliged the 

A.. 
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consultant tA  )btnia    fr-» thr Ministry e Charter 

to produce- a feasibility study on Qa.j formed concrotc 

aatorlai. 

V Harket  ind riant, c'tpt-city 

As already explained   co uynshroniac market and plant 

capacity aaoUiur J *iuc consumi.-./;; project requiring heavy 

investiront ic    proposed.  T1,U;J fotuability established 

find the    capacity propoe<ü  iß made conditional and 

detiicion for its approval/financing difficulty. 

Octailo of market and  plant capacity have been elaborated 

in the  atudy.,    It  was aesumcd .in the study,  however, 

that existing domestic lino    production amounting to 

8500    tone por annum will atop   completely in the your 

1990.       No justified reasons ore flivor. to substantiate 

production atoppa/je    nt  that yaar.    It ie not   likely 

that    existing lime production   fr.cilitiee (  nhaft 

and open kilni), ae claimed in th»; study, will bo 

terMinatod in future because or the illegal felling 

of traoa    for use an fuel in these facilitino. 

Tttol'ì oil obtaint'd  from the new petroleum refinery 

will be burnt in the  ..xiatinff and future kilns in place 

of wood.    An local demand   For limi   incroasoa more 

open kilm; burnire futi oil will be inr.tallod to 

justify domeatic dumHnd.    This ocia;; no on account of 

low capital requirc-Tcnt* 'i'^ lew r-rn-i-ictior     «osti? 

of open kiln¿ íU; compared   to thon*..' of thr; mechanised 
ohaft kilii propone?   in  thr  .jtudy. 

Aa low i;rndo lime obtained from opon kilne can b>.> utilise, 

in alBiost    all purposou with thv oxct-ption of sugar 

induatry and sand brieki-    includine gnu concreto block;,, 

it would be advisable,   shoroforo,  to limit the new 

production of lime,  proposed in the study under 

considération, tu thn two above mentioned purpoaoa 

naately    gas concrete blooks und eu^ar industry.    On 

A. 
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thia botila the propoood limr plant may be installed 

ne a captivo unit  to tho gas concrete with a capacity 

not wreotiding 10 Lo 15   thousand ton» of lime per 

annum. 

0 ) UptorialB and inputa 

The selection and dot rlption of matei .ale and inputu 

required for production of lime ia ici von in details in tho 

tht' atudy.    Materials and inputs neodod includo 

limestone,  fuel oil, electric power , process 

*tfiti»r and comproopod nir,    Doueription of materials 

andi'input»    is givon with particular emphasis on 

their physical end chemical properties,  quantity, eourcc.3 of 

of supply and thnir unit copta delivered to the lin 

plant. 

à) location and Site. 

Two areae namely Mogadiscio North and Morca    south 

were investigated as possible location of line 

plant.    Both areno have adequate li«catone dopooita 

for tho operation of a lime kiln.    Those two areao 

wc»r* selected on the banic of    general criteria 

which includer) availability of quality limestono, 

eiiatcncc of limout OBI quarricB,and unspecified 

economic and sales reasons.   The  final location 

of the plant, ae stated In tho study, Is to be 

decided by the quoot; jn of the additi« i of the gas 

concreto blocks plant, sines in this case only Merca 

it suitable no a location where quality aand can be 

obtained. 

This conclusion is not, however,  mipperted by adequato 

economic data on the two si tec    proposed.    The 

primary reason for the plant location atudy is to 

find a »ite et which the plant con produce the 

highest return on invested capital.    For chemical 

planto including lime kllnu, the question of location 

J 
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e) 

io not readily reducible to a few major controlline 
facture.  In three easpt all possible  aspects of 

coat nuut  be studied.    The check list given in the 

» feftual  for the proparntiun  of Industrial  feasibility study 
may prove helpful. 

The atudy under discussion provides n comprehensive 

approach to the  engineering    of the  project  including 

project  layout,  civil works,  machinery and  equip««*, 

cost estimates,   selected proceso and  technical do/;cri t- 
ion. 

Two min commento may be stated in    relation to the 

technology «elected nnd estimtted coate.    First 

capital intenaiv« technology was selected in prefer- 

ence to labour intensivo technology, no roaaons 

were given for euch preference.    Secondly    capital 

investment of th* proposed liinc plant( 35 tons per 

a*y ) aaounts to i4.93    million D.M.    This hiph 

investment would aventuaily lead to hißh capitel 

charges (  depreciation and interest  on capital) 

•Muntlag to So.Sh. 194    por ton of calcined lime, the 
current  celling price or nmci nrodncod locally is 

about So.Sh. 200 per ton, as comparad to So.Sh.  '»00 

per ten prouccted in the propped plant.    In other 

Wvjrds the line project    ould increase thv selline 

price of lime by  almost  ioo por cent and would have 

an advorst    effect on the future development of the 
building industry. 

In fact the project une,r conni deration would  incroaat 

tho selling price of lime by more than 100 per cent ir 

eneo current prices of diesel and fuel .ioils as well 

a« current wages of skilled and aemi-akilled worker*. 

are to be adopted in estimating lime production cost. 

Price of fuoi oil< So.Sh. 0.63 per Kg.) and diesel Oil 

/ •. « 
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(ío.Oh. Î.1 p(.r Kp}  mentioned in tlw titudy is lovor 

than the- curri.nl  price amounting to ¿o.Sh.  1,55 por 

Kg.    Furthor,    wage« of ekillcd worker*  ( ío.flh. 5760 

per annua) ar.d su rai-6kilìj<i worktrr, ( So.Sh. 3fOO 

por yo«r) uued i/i ntudy ort on the low nid«. 

Limo to bt produce-el in th« proposed project although 

of hifch gradr y(.t  it nay not ho ublo to competo with 

existing Urne production QB locnl oon«umein aro «ouUy 
price Blinded. 

An alternativ« cost «otiaate for a omallor line 

plant with n capacity of 30-50 ton* yrnr day should 

hare been included in the study in case the competent 

authorities decido againnt    the stoppage of the existing 
domstlc lirar; production in 1990. 

f) Plant organisation wnd overhead coate. 
No observations« 

f) Manpower : 

Thia part it, adequately covered giving the organisation 

oí tht> firm, perfjonn<;l breakdown    into functional 

nrt>Rnt pvmotinol lunlil'icallona including lime 

npeoialista,  rer.potisiblt headu of dßpartraonfco, 

skilled   and Hemi-GkilU'd worker«.    Truinin* roqulro 

meutn for vnriuuù Invola of plant personnel aro 
pmphaf l-.r-d. 

&J liplcmeritatjou geh» duliiig. 

Ho iaipleiientntion plnn ia  included in the ntudy under 

discussion.    An    lupiementation programn..  chould be olnboratodf 
comprioint projections for  further technical collaboration 

uorvice, project mmiafjeraont,  recruitment and trainine of 

norsonnel,  infratitruetural r<;qui remonta,  logiulntivc uctionn 

»coded.    Timo Schedule propoced for major ispl omenta ti on 

activities covering contracting and other pru-conatmotien 

activities,    construction nchedui•, rtart up and extoneion 

A.. 



photic   if.  to be  ¡jivcn. 

k) yjnaricial and  economic  evaluation» 

CnL /low  calculation» vivra    bared on  two variant»; 

namely  free   of  tax ar, "   tax vftid.     Intt-nal  rote of 

return  .vu.-   calculated and  a  rate-  of   l.i-TJ ¿ could  bo 

attained« 

Other cDSiDorci^l profitability criteria were not 

computet,  in the  nt-ady.     Thc:.i   includi;   J   not  pro..;eiit 

valut,  ¡»ay-bock ;>..rior!,   .•-imple rate,  of return,  b* uak- 

«von inaly.-jr and -,en¿;¡ ti/it¿   asalyair-.. 

National     economic  évaluation w«;; not  carried out,   in 

particular,  direct  value added and employment efTcctc, 

balance of payment  effect,     social marginal productivity 

of capita],  backward c<. vj   forward offerta    and  benefit 

cost analytic. 

PARI » HI 

8B0PHHBHPATIOHS 

Iß the light  of the   foregoing it  its rejoBiendcd    that   l 

a) Somalia < hould gradually develop it.« inetitutionnl 

structure,   ntaffed  by  it::  own -îXpert.iac,  to undertake 

pr.*-inv..Lt:ment  étudies.    The Industrial Planninn 

Department  of the Minintry of Industry 3hould be 

otronghtemd to  : 

i)      prtparo in co-ordination with  the Stato Piangine 

Comáis.» ion a /strategy of Industrial devolo^ne^': 

in line  with the Limn    Declaration am) Plan of 

Action. 

ii)      Collect inductriol ^tudiey already made to avoid 

riük of repetition; 

iii)      Publicist anil co-ordinate current Ktudiee, 

harmoai«i»f thorn with the crmntry'o industrial 

strategy and development plan; 
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iv)    identify n.w or potentiel project« which would be 

desirable within that otrntegy and plant 

v)      promote now  -tudic«,  publicise thnm, and  utimulnto 

thoir uon  in the aceoptMftcp,   financing,  and 

aatabliRhôoRt:    of now induatry. 

UNIDO »*iy provi.!.- ooBirstíincc.' for   lovclopinc 

thin institutional B truc turc nnd till suoh tine 

thie if; /•nifioñ ana fív.ix foinf-, UNIDO may continue 

to of for export, iac for undertaking prc-inventaent 

etudirs, 

b) Doc i «i on to ro «head with ft full  fcaoibillty rtudy nhoulri 

bo mado only after  the pro-frnnibility study hac dononn- 

tratod tho preliminary project viability. 

e) UMIDO uhould intenaify and r-xpand it;   pronent activities 

towoido the preparation of a unified tender document for 

feasibility atudiou, contract format for their contract« 

lug ab well an    rotitern compiline comp« tont consult ine 

fira« for carrying out uuch otudi».<a for all industry 

groupe and sub-groupe. 

d) ONIDO noy aliso conaidor th¡> allocation of annual funda 

to finance fc«uihility studier, tf  priority projoctn in 

tho    Loaet Develupad Courtrica. 

oooC'ooo 
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