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INTRODUGTION

The Bxpert Group Meeting on Teohnioal Asnistance in Pro-investment
Studies, organized by the United Nationu Induutrial Development Organization
(UNIDO), met at Vienna from 14 to 17 Deocember 1976. Tts main purpose was to
oxamine the organization and follow-up of pre-investment studies in developing
oouniries. Expertis and observers from regional and international finanoial
Anstitutions, oonsulting firms and research organizations attended.



RECOMMENDATIONS

The Expert Group Meeting made the following reoommendations for concerted
national, regional and global aotion within the framework of the objectives
and prinoiples o: the Lima Declarationi

1.  Effeotive measures should be taken to overcome the oonstraints on the
flow of implementable projeot studies identified by the Growp (see page 9)
and to foster the adoption of tested methods and proceaures, as examined by
the Group,in acoordance with speoifio needs and prevailing eoonomioc systems.

2. An Integrated, interdi.'sciplinary approaoh to pre-investment studies
should be made more effective so that projeot development and management
will take full acoount of plan priorities and allocation of resources, ma ximum
support will be secured throughout the pre-investment prooess, and available
resouroces will be used effioiently.

3e Systems and mechanisme that ensure uninterrupted aotion from the oonoeption
of a projeot up to implementation should be promoted, that isy, the link
between pre-investment studies ang investment should be strengthened.

4. UNIDO assistance to natiomal and regional efforts to develop skills, work
aids and organizational siruotures for pre-investment studies should be
intensified,

5. A UNIDO advisory nervise consisting of a high-level, interdisciplinary team
should be oreatal to stimulate pre-investment studies with a view to their

early implementaiionj provide, at short notice, assistance %o national and
regional organizations on speoifio problems; and take the initiative in identifying
and formulating conorete industrial projeots in response to the target set at

Lima,

6. A pre-investment fund should be esiablished, possibly on a revolving basis,
by mobilizing finanoial assistanoe from donor oountries, finanoial institutions
and the business oommunity,

T. A programme to develop the propoced advisory servioe should be formulated
that would defines

(a) Te terms of refsrence;

(b) The most suitable loocation (UNIDO headquarters (ses annex 1I1),
Tegional -rganizations or development banks) s
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(o) Link to the Industrial Operations Division of UNIDO and especially
the Feasibility Studies Section;

(d) Operational network of oontacts at the oountry and regional levels,
with acoount taken of the work in this area of other agencies in the United
Natioms system and regional and international organizations;

(e) Means of finanoing, especially during the interim stage.
8. To facilitate follow-up action and wide dissemination of the issues

measures proposed, UNIDO should prepare
pre~investment studies,

and
a publioation on the subjeot of

drawing on the material examined and the conclusions
reached by the Expert Group Meeting.
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II. SUMMARY OF ‘THE DISCUS3ION

Terminol oy
———

The Meeting oonsidered it important 1o clarify terninology at the outsot
S0 as to eutablish a ocummon basis of understanding for subsequent exchanges
of views and the regommendations to be Formula bed. The following stages in
project preparation were identified: () ¢general project opportunity studies,
oonsigting of invesiment opportunity .tudies and projest identification;
(b) prefeasivility studiecs; (o) fully fledged feasibility studiess and
(d) detailed engineering planning and implementation schedulec. The Meeting
agrced that the term "pre—inveciment studies! would apply to stages (a)

through (c) above.

Revicw of current methods and practiices

Experience in the organizstion and follow=-up of pre-investment studies from
the point of view of government agencies, private investors and institutional
lenders wag examined. The cauies for the ma jor concerns of the various parties
to an investment differed according to the size of the market, the eoonomic
syatem, the investmeni criteria, the investiment olimate and the oharacteristics
of the specific project.

Some of the major problems encountered leading, among other thingz, to
the piling-up of unimplemented Ire-iavestment studies, were indioated to hes
(a) Poor rusponse from potontia: invectors, eupeoially with regard to
invectment in basic industries;

(b) Absence of coherent systems of projeot doveloprment and investment
follow=up}

(6) Repetitive studies, whatever the cause, in the same area, which
wasted scarce resources;

(d) Delays arising out of bureaucratic procedures, leading to slowing
down of the implementation of industrial projects;

(e) Laok of proper undergtanding within a couniry and abroad of the
prevailing institutional network and invesiment decision-making process in
that oountry;

(f) Insuffioient number of active promoters of identified projects;

(g) Conceptual differences as to the nature of projeot studies and
oriteria of bankability;

(h) Delay in investment decision making owing to divergent teohnical
opinions of consultants;

e et A o g i . @
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(1) Maltiplieity of apenti. institulions md procedurcs nd lieck ol
oo~ordination thercofl;

(3) Lack of intormation on programmes, projects, systems and related
legislations

(k) Demand ol potenticl investors for complete information and data
al all stages of project development, whicl necenuitate: further feauibility
gtudies.

Among the wnderlying caw:s for ite probleme indicaled ahove weres
(a) Laok of loecal capasity (skills and institulional) in projeot
development and investment ollow-up action;

(b) Failure to involve the polentinl investor at au early stape an
posaible in project development;

(o) meficient tudics resulting {'rom poor term:: of refercnoe and
guidelines provided Lo corsmulbtant: §

(d) Exigencic: of potentinl investors to have as complete and detailod
a oharaoterirution of project.: under promiiion ai poussibles

(o) Lack of know=how by local projcct promoters as to the prcoiue
requirements of polential invectorc ariuing out of the general absenoe of
guideline: for project preparations

(£) Weakne:: of dome:iic investment prometional machinery to markot
identified industrinl proiccti:

(g) Wation:.l markets too small to justify oreation of large-uonle industriaes
baged on eoonomies of soale and a level of inoowe too low %o establish mesw
oonsunption industrie:y

(h) Insuflioient alionlion paid by potentinl investors to the wider
prospeois for investmenti Llhal could be achieved by (ostering rcgional and
international markel: for industrial project:

(1) Failure to raocognisie Lhe specific necds of varying economic syciems
and thus to formulate investment ciratlegics suited Lo each cystem;

(i) Misapprehencion of potential inveitor: partioularly with regnrd
to investment cdes and expropriations

(k) Abuenco of well-defined investment policies on the part of come
Governmentas

(1) Absenoe of national and regional industrial oonsulting serviocess

(m) Lack of clear—cut framowork of refercnoe oonoerning coonomic and
industrial developmenti objectives and stratepies.

The Meeting dcvoted particuluar attention to tho promotional role of

pre-invectmont studic:. The view was expreused that prefeasibility utudies
were the main promotional insirument 1o atiract potential investors. On the
other hand, it was oonceded thal full feasibility studiec were ncoded not only to
mobilize local support for project ideas, but also to meet needu of potential
investors for informition. It wau agroed that full feasibility siudies played
o signifioant role in the investment docision-making prooess poriuining to

roglonal or interoountry projoot:.
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It was essential to idantify a potential invesior at the prefeasibility-
study stage. Once thc stage of full feasibility studies was reached, the
investment parameters of the project should be unambiguous and the project,

apart from minor accommodations, ready for implementation.

It was also apparent that the bias questions and the information require-~
ments of poteni.al investors often led o repectitive pre-..avestment studies.
At the same time, the view was expressed that good projeots would have no

diffioulty in securing the participation of investors.

The methodology of conducting feasibility studies was sonsidered similar
for the private scctor (domestic and fereign) and the public sector. There

was thus no need to separate devices and manuals by type of investor.

Increasing the flow of implemented projeots

Participants examined methods of increasing the flow of implemented
industrial projects. Efforts needed to be intensified not only to speed-up
the implementation of industrial projeots already identified but also to
achieve the targets set by the Lima Declaration. Methods, procedures and
systems would have to be streamlined and the appropriate machinery and the
requisite looal skills developed. Specific measures to be adopted would need
to be tailored to the speoifio needs of countries and regions and take aoccount
of differences in stage of industrialization, economic system, stage of

development of eoconomic and social infrastructures and size of markets.

Although the relevance of general presoriptions to the speoific needs of
oountries could justifiably be questioned, nevertheless developing oocuntries
stood to benefit from the experienoce of other oountries, whether developing or
developed. Consequently, the ...eting uirecsed ine importance of the following
methods and approaches to speed up the investment processs )

(a) Defining +the eoonomic and industrial policy framework for
industrial projeot development and implementation, inoluding information on

the respective roles of private inw:stors (domestic and foreign) and the
Government;

(b) Preparing briefs and disseminating widely information on
industrial legislation, investment codes, institutional network and other
information related to the investment olimate;

(o) Promoting regional co-operation to enlarge the size of the market;

(d) Developing economio and social infrastruoture to inorease the
profitability of productive investment;

.



(c) Improvinys public adminisiration procedurcs to reduce ooate, time
and efforts needed for ihe tollow=-through of project:;

(r) Establishing an eflective system of projeot development to faci-
litate timely decisions to accept or reject projeots al the various stages
of projeci preparations

(¢) Creating and stlreyrthoning national invostmend promolion machinery v
to assume the role of aolive promoiers and apply the method:: of marketing in
the promotion o projectss

(h) Developiry local industrial conuulting ocapacity by setting up
nationul consulting cervioes, collaborating with foreign-based consultants,
oreating foasibility osludy units in development banks, providing in-service
training, sotting up local ocounterpart teams during projeot studies, and
organizing training programmes to upgrade skillss

(1) Developing el fective methods of seleoting briefing, supervising
and puiding ooncul tantis

(j) Developing regrional consulting cervices to identify and promote
multinational projeets and entablishing links to rationnl consulting
servicesy

(k) Providing information and advisory services on alternative teohno-
logies to fosier domectio entreprencurship and to strengthen negotiating
~2rahilitico in matters of lioensing and iransfer of technologys

(1) Searohing actively for reinveutment projects for rchabilitating,
diversifing und expanding exivting industries,
With regard to specifio meohanisms related to pre=investment studies, the
partiocipants oonsidered the following meacures to merit attentions
(1) Tdentifying potential invectorc as early as possible -~ perhaps

at the prefeasibilily study stape ~and involving futuro management in the
ovubsequoent stapress

(b) Seleoting and using oonrultants reoognized by financial houne:s

(o) Preparing feauibility niudies in accordance with the requircments
of finanoial in~titutions;

(d) Standardizing the ~ontents ¢f feasibility studies laying down
minimal requirement:: and oonforming to plan prioritieus

(e) Providing bilateral and multilateral finanocial asuistance in the
preparation of prefeavibility vtudieus

(f) Providing loan: for oonduoting feasibilily studiess

) Seouring the ocommitment to the projeot of the ultimate benefioiuries
of a feasibility study through o financial contribution a.nd/or ensuring that
an identified potential investor shall take tull reuponsibility for preparing the
study.

The role of UNIDO v

The partioipants liatened to statements on UNIDO aotivities in feasibility
studiec, investment promotion, industrial planning and faotory establishment.
They exnmined the pousible areac of further assistance by UNIDO in the framework
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of the Lima Deolaration and stressed the need for an integrated approach from
conception thiough preparation to implementation of industrial projects. The
N specifio priority areas for UNIDO assistance were the followings
(a) Identifying international markeis for exportable industrial
' products of inierest to the developing countries;

(v) Ass sting national and regli 1al institutions - ) make their pre-invest-
ment studies more effeotive;

(o) Upgrading local skills in project management and promotions

(d) Developing methods of identifying investors and aoting as a fooal
point of contact in locating potential investors for identified industrial
projects;

(e) Improving local negotiating capabilities for the tranfer of
teohnologys

(£) Providing information and advisory services on sources and ohoice
of teohnologys;

(g) Preparin., and disseminating standardized manuals on feasibility
studies,

In view of the aocumulation of (a) unimplemented pre-investment studies
and (b) the magnitude of the industrialization programme envisaged by the Lima
Deolaration, the ourrent operational activities of UNIDO in the area of pre-
investment studies should be intensified, particularly with regard to project
ldentifiocation and preparation,at the request of developing countries. UNIDO
should also assist in oreating national and regional machinery for projeot

development,inoluding, in partioular, industrial consulting services.

The participants stressed the importance of having UNIDO provide high-lev-1
specialized expertise at short notice to assist developing oountries in maintai-
ning a constant “low of implemen.able ii lustrial projects. For this purpose
a pool of experts should be made available to UNIDO, based either at its
headquarters or at the appropriate regional organizations, or both, to assist
ex}3ting institutions +n preparing industrial projeots and in promoting and
reinforoing national capabilities in this area. Such a servioe would be
instrumental in fcstering aotion on dormant projects and of resolving speoifio

problems together with olien*s and investors.

The Meeting agreed that the suoodess of suoh a service depended on its
having at its disposal, particularly in its initial stages, a pre-~invesiment
fund.
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