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INTRODUCTION 

The Expert Group Meeting on Teohnioal áanirtano. in Pre-invcotment 

Studie«, orßaniaed by the United Nation* Industrial Development Organisation 

(UNIDO), met at Vienna from 14 to  17 Iteoomber  1976.    Its main purpose was to 

examine the organisation and follow-up of pre-invenW studies in developing 

oountrieu.   Experts and obaerver« from regional and international financial 

institutions, ooneultinc firmo and rosearon organisation attend«*. 

-'—•• 
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RECOMMENDATIONS 

The Expert Group Meeting made the following reoommendations for concerted 

national, regional and global aotion within the framework of the objectives 
and prinoiples ox' the Lima Declaration: 

1.      Effective measures should be taken to overcome the constraints on the 

flow of implementable projeot studies identified by the Group (see page   9) 

and to foster the adoption of tested methods and proceuures, a8 examined by 

the Group, in accordance with specific needs and prevailing eoonomio systems. 

2. An Integrated,  interdisciplinary    approach to pre-investment studies 

should be made more effective so that projeot development and   management 

will take full account of plan priorities and allocation of resources, maximum 

Bupport will be secured throughout the pro-i.nvestment process, and available 
resources will be used efficiently. 

3. Systems and mechanic  that ensure uninterrupted aotion from the oonoeption 

of a projeot up to implementation   should be promoted,  that is, the link 

between pre-investment studies and investment should be strengthened. 

4. UNIDO assistance to national and regional efforts to develop skills, work 

aids and organizational structures for pre-investment studies should be 
intensified. 

5. A UNIDO advisory nervioe consisting of a high-level,  interdisciplinary team 

should be created to stimulate pre-investment studies with a view to their 

early implementation »    provide, at short notice, assistance to national and 

regional organizations on speoifio problems,    and take the initiative in identifying 

and formulating concrete industrial projects in response to the target set at 
Lima. 

6. A pre-investment fund should be established, possibly on a revolving basis, 

by mobilizing financial assistance from donor countries, financial institutions 
and the business community. 

7. A programme to develop the proposed advisory servioe should be formulated 
that would define t 

(a)   The terms of referenoe, 

•-*•Jb)   Th? •??* suitable location (UNIDO headquarters (see annex II), 
regional crganizations or development banks) | * 
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the iJîLî* aSdA Lluon^ 0Perati°n8 DiVÍSÍ°n °f »• *"* HP"*11y 

Nation sytem and regional and international ergane•, *** 

(•)    Means of financing, especially during the interim stage. 

8.      1* facilitate follow-up action and wide dissemination of the issues and 

measures proposed, UNIDO should   prepare    a publication on the subject of 

pre-investment studies, drawing on the material examined and the conclusions 
reaohed   by the Expert Group Meeting. 

i 
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•••',;..   fi.r; "VWik.y.   liir-yjior of   tMo   !,, I,,«,!.,. U.|   0,,rr, Ulll,,.   „:,vi^on  of Tmw>, 

OK.W.I   !.h,  ft-utinir with  ,,-. ,,.„•, ,   u   .^li^r,-! or,  hohair of  th« Putivo 

arain;"1 »t **•"<••  <->\  i.^u,l„,„,   l>„,l.of^nf. ,,. .v>-ou,,aion,   „irticwlarly 
IHM or i,.,^,- ,,,,. ,*ru or ,!lC ll?vao(lillf, ,;,iMt:r,;;,:; iu wor]. irulut;tr.;il 

favino fior.   Lo..'.   ^,..1.   :••;   .H-.   r,,:Ml      -y   l.ho   v.ar   ;>000.. 

Hytrin.   ,>,v,U,,,u:,  Ant,oH.I,.   ^„,,,;i,   .,,  nh,,n,|an.     Jo;;< m.lOMino-Hocuel( 

0M-:.   fc p,rln^,|.   „••  -,.;,•;,,„„, „:.   ,î(,,r,  ,,r   tK,  (,, ^^^  A;W.OOIBOntf   „^   ^ 

Viae-OK,..•,:,    ,„1 .,,, ?!,   ,.   ,,bo,(J,   ,.,lllWl„  .,„„  ,h,^.,p ^.^^   ^^ 

u   J'11"-1-'--   '••'I     I Hi....ir,L',   .i.:   I(.ipi;<.ir 1.0.1I-. 

The   fortiv'u-.,o   io .!].:•;,::•::   : ho   fol I ov,».^ i OITLO:«I 

or¿fi«uJinC; -HI,-  f,on.|.iI!firi.:  iv^-.iMliiy aludí*,:» ' ol,y"tXii-' ln 

induatriai pr^JcT,:;, "' ^"^ •á ^^inC ,  „„.tant  How of bankable 

(c)     lo,,.iMlUy or croati.;,- :i  wrl10   fcvvibili^ .mrilyU;.:l   cervio«, 

il. -a,.- .u,....!v,too-.   l.l,.u   Mie  <• ,:;^ion would includo,  under 1 ho appropriate 
"lOpiO^     MlO     ÍOJ ).0'./j!l,'*t 

Tni3t:i!uii.on.'i')   .i::¡>cuL; 

Coritorit:: or t.TX'~:i.. ve:, intent  :!tuiiic.: 

Link or r-iv-1 rivo:;•!..,, cut.  .:L,„li.u.i  to investment 

Afi*r the,   ii.,,u,i,r(,   U,:  ^.«•.lin.:.5or1:M.U>ro,l.-«!t1adoptc,i  the reoowiendationn. 

TI» MQOUU^U; ciocci l.-y  the Vioe-Olttirm.-in,  Nr. RViomluo-Rocdel,  who 

roqueted  Ihr, I. wr«, ^,  the „uUoipar t,   Uaonnci of any future  loi Low-up 

action to lw puivued  j „   implorer tin,; thi   vooûninH.u,d-itionu. 
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II.     SUMMARY OP TUE ÏÏISCU33I0W 

Terminolo «y 

The Meeting considered it important   to clarify terminology at the outset 

so as to establish a common baais of understanding for i;ubiSequent exchange* 

of viewa and the recommendations to be formulated.    The  following stages in 

project preparation were  identified:     (a)    inorai project opportunity studia, 

oonaiating of investment opportunity ôtudios and project identification; 

(b)    prefeasibility studios;     (0)     fully fledged feasibility Btudlea,    and 

(d)    detailed engineering planning and implementation aohedulea.    The Meeting 

agreed that the term »pre-investment  studies» would apply to stages (a) 
through (c) above. 

Revio»; of current methods and practices 

Experience in the organization and follow-up of pre-inveat-nent studies from 

the point of view of government agencien,  private investors and institutional 

lender« was examined.    The oau,03 for the major concerns of the various partiec 

to an investment differed according to the size of the market,   the economic 

system, the investment criteria,  the inveatmont climate and the characteristics 
of the specific project. 

Some of the major problems encountered leading, among other things, to 

the pUing-up of -onimplemented rre-inwistmont étudie«,  were  indicate.) to be» 

Hmm.+J^   -rT iy°^anae from Potential  investor«,  especially with regard to 
investment m basic industries; a 

follow-^}    AbSen°° °f 00h3rent ay3t«ms of Project development and investment 

u,.,+oi (0)    RepetiUve o*udiou, whatever the cauce, in the same area, which 
»acted scarce resources; ««*«« 

do-n «¿ÎL f81^ al:i^ne oui of DU"»ueratio procedure,.,  leading to slowing 
down of the implementation of industrial projects ; 

•>„,< J^  .La°lc
+
0f.Pr°Per understanding within a country and abroad of the 

SïUïfrîr ne Wk and inwütment ^ci.ionímaking prooeBs in 

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

criterÄ Ämyf^"0" " t0 ** "*"• °f »"^ 3+Udi«3 ^ 

opinion^ SwsT3tmtnt de°ÍBÍOn "^ "*« *° "*•*•»** ***** 



(i)     Multiplicity o1' ;x,»,t!tit::.   institutions   irul  procedures   ind lack ol" 
oo-ordirwtiori   thereof; 

(j)     Lack of information on programmes,   projects,   systems and related 
legislation; 

(k)     Dornami  of potential  investors  for  complete  information and data 
at all stapes of project development,  which >io(;e;u; ' taten further  feasibility 
studios:. 

Among the underlying causan  for  Vre  problems  indicated above weici 

(a) Laok of local capacity (skills and institutional) in projoot 
development and investment  follow-up action; 

(b) Failure   to  involve -the potential   ¡nvostoi- at as early stage as 
possible in project  devo 1 opinent; 

(o)     Deficient  studio;; resulting from poor  termi; of re fero noe and 
guidelines provided   Lo consult;mt; ; 

(d)    Kxigcnoics  oí' potential   inventor;-,  to  have au complete  and detuilod 
a oharaoterination of project..; under promotion an pousible; 

(0) Laok of know-how by local project promoters an to the prcoiue 
requirements of potential inventore arising out of the general absence of 
guidelines  for project preparation; 

(f) Weakness of domestic investment promotional machinery to market 
identified industrial  pro loots: 

(g) National marke te too amall to justify creation of large-noale industries 
based on eoonomiee of soale and a level of inoorne too low to eßtabliah .Haan 
consumption industrien; 

(h)    Insufficient a!.tonlion paid by potential  investors to tho wider 
prOBpeots for inven,Imeni   that oould be achieved by  fostering regional and 
international markets  for  industrial projects; 

(i)    Failure   to recognise  the specific needs of varying economic oystems 
and thus to formulate investment strategics suited to each system; 

(j)    Misapprehension of potential investors  particularly with regard 
to investment c >dcs and expropriation; 

(k)    Absenoo of well-defined investment polioies on tho part of «omo 
Governments; 

(1) Abscnoe of national and regional  induotrial consulting aerviooü} 

(m)    Laok of clear-out framework of reference oonoerning ooonomio and 
industrial development objectives and strategics. 

The Meeting devoted particular attention to the promotional rolo of 

pre-investmont studies.    The view wis expressed  that profcaoibility studio» 

were the main promotional instrument to attract potential investors.    On the 

other hand, it was oonceded that full  feasibility studied were noodod not only to 

mobilize looal support for projoot ideas,but also to meet needs of potontial 

investors for information.    It was agr-oed that  full  feasibility studios played 

a significant role in the investment docision-aaking proccuc pertaining to 

regional or interoountry projects. 
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It was essential to identify a potential investor at the prefeasibility- 

study stage.    Once  tho ntage of full feasibility studies was reaohed, the 

investment parameters of the project should be unambiguous and the projeot, 

apart from minor accommodations,  ready for  implementation. 

It was also apparent that  the bias questions and the information require- 

ments of potent ,al  investors often led    o repetitive pre-^avestment studies. 

At the name time,   the view was expressed that good projects would have no 

diffioulty in securing the participation of inventors. 

The methodology of conducting feasibility studies was  jonsidered similar 

for the private sector (domestic and  foreign) and the public sector.    There 

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

Increasing the flow of implemented projects 

Participants    examined methods of increasing the flow of implemented 

industrial projects.    Efforts needed to be intensified not only to speedHip 

tho implementation of industrial projeots already identified   but also to 

achieve the targets set by the Lima Declaration.    Ifethods,  prooedures 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 aooount 

of differences in stage of industrialization,  economio system,  stage of 

development of eoonomic and social infrastructures and size    of markets. 

Although the relevance of general presoriptions to the speoifio needs of 

oountries oould justifiably be questioned,  nevertheless developing countries 

stood to benefit  from the experience of other oountries, whether developing or 

developed.    Consequently,  the „meting t¡üre¿scd xne importance of the following 

methods and approaches to speed up the  investment processi 

(a) Defining      the eoonomic and industrial policy framework    for 
industrial projeot development and implementation,  inoluding information on 
the respective roles of private invi s tors  (domestic and foreign) and the 
Government} 

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

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

(d)    Developing eoonomio and social infrastructure to inoreaee the 
profitability of productive investment; 
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(c) Improving public adminiütraLion prooodures to reduce oontß,  time 
and efforts needed for the  follow-through of projeot;::; 

(f) Establishing an effective system of projeot development   to faci- 
litato timely decisions   t;o accept or reject project;; at   the various s taget; 
of project preparation; 

(g) Creating and strengthening  national  investment  promo lion maohinery 
to assume the rolo of aotive promoter.' ami apply the method::  of marketing in 
the promotion o    projects; 

(h)    Developir^ local industrial  nonsuiting capacity by setting up 
national consulting cervioen,  collaborating with foreign-based consultants, 
oroating feasibility ntudy unite in development bank«,  providing in-oervioo 
training,  sotting up  local  counterpart teams during projeot ntudioa, and 
organizing training programmo« to upgrade   skills; 

(i)    Developing effective method«  of selecting, briefing,   supervising 
and guiding oonsultants ; 

(j)    Developing regional connu] ting services to identify and promote 
multinational projects and establishing links to national con:;ulting 
servioe»; 

(k)    Providing information and advisory services on alternative techno- 
logies to foster domestic ontreprcnourship and to atrengthen negotiating 
^""Mlitico in matters of licensing and tranafer of teohnology; 

(l)    Searohing actively for reinvestment projeot« for rehabilitating, 
divcraifing and expanding existing industries. 

With regard  lo upecifio moohanisms related to pre-inveatment studies, the 

participante considered the following meacures to merit attention! 

(a) Identifying    potential inventore a« early as possible - perhaps 
at the pre feasibility study stape -and involving futuro management in the 
subsequent stages5 

(b) Seleotintf and using consultants reoogni/ed by financial hounesj 

(0)    Preparing      feasibility studies in accordance with  the requirements 
of finanoial institution«; 

(d) Standardizing the   -úntente of  feasibility studies  laying down 
minimal requirement;; and conforming to plan priorities; 

(e) Providing bilateral and multilateral financial aouistanoe in the 
preparation of prefoauibility studies; 

(f) Providing loan:;  for oonduoting feasibility studies» 

(g) Scouring    tho commitment to the projeot of the ultimate benefioiarieö 
of a feasibility study through a finanoial contribution and/or ensuring that 
an identified potential   investor shall take full responsibility for preparing the 
utudy. 

Tho role of UNIDO 

The partioipanta listened to statements on UNIDO aotivitisB in feasibility 

studies, investment promotion,  industrial  planning and factory establishment. 

They examined the possible areas of further aouistanoe by UMIDO in the framework 
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of the Lima Deolaration and stressed the need for an integrated approach from 

conoeption through preparation to implementation of industrial projects. The 

specifio priority areas  for UNIDO assistance were  the following: 

(a) Identifying international markets for exportable industrial 
products of interest to the developing countries; 

(b) ABS jting national and regi   ìal  institutions   ¡ . make their pre-invest- 
ment studies more effective; 

(o)    Upgrading local skills in project management and promotion? 

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

^e)    Improving local negotiating capabilities for the tranfer of 
technology; 

(f) Providing information and advisory services on sources and choice 
of technology; 

(g) Preparing and disseminating standardized manuals on feasibility 
studies. 

In view of the accumulation of (a) unimpl emente d pre-investment studies 

and (b) the magnitude of the industrialization pr^> gramme 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 projeot 

identification and preparation,at the request of developing countries.    UNIDO 

should also assist in oreating national and regional machinery for projeot 

development»inoluding,  in particular,  industrial consulting services. 

The participants stressed the importano*; of having UNIDO provide high-lev^l 

specialized expertise at short notice to assist developing oountries in maintai- 

ning a constant  ~low of implemen\,able i¡ lustrial projects.    Por this purpose 

a pool of experts should be made available to UNIT», based either at its 

headquarters or at the appropriate regional organizations,  or both,  to   assist 

existing institutions    •'n preparing industrial projeots   and in promoting and 

reinforoing national capabilities in this area.    Such a servioe would be 

instrumental in festering aotion on dormant projects and of resolving speoifio 

problems together with olients and investors. 

The Meeting agreed that the suooess of suoh a servioe depended on   its 

having at its disposal,  particularly in its initial stages, a pre-investment 

fund. 
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Annex I 

l.rr.T OK D0(!UMENT3 

-S^bo1 Title   and author 

ID/WG.23!5/1 Issues  in  tho  organization and   rollow-up 
of feasibility  :.; Ludios 

No ho by tho   ¡secretariat, of  UMIDO 

ID/MO.235/2 Programmo oT  discussions 

TD/wn.2rV3 A ntudy on U«,   feasibility of  institutionalizing 
a  IJNIDO technical  service in  pre-investment 

by CJ.  Watfior 

JuM^y3'^ A ;•xdy °n ,,h°   rca»ib«'1ty of  institutionalizing 
MimñY a ,INIIX)  Umhnioa]   .«vice in  pro-investment  studio« 

A nummary prepared by tho   secretariat of IJNIDO 

ID/WO  ?3r>/3 Draft proposal   Vox- the netting up of a UNIDO 
a*' pre-investment  advisory ¡jcrvioo. 

by Christoph  Warier 

ID/WG.23'5/4 Review or ourront methods and   practicón uued 
by/K<Typt l'or conducting induatrial feasibility ytudieB 

py K.  Miksoud 

ID/WC:.235/') Motho*:  for pona rating and maintaining conutant 
flow of bankable,   industriell   projects with npeoifio 
reference  to Tanzania 

by G.F.  Mbowe 

ID/WO. 2 35/6 Flow,  aooeptability and promotion of induütrial 
pre-investment   .H.udies in Tndia 

by 3.H.  Mohnot 

Il)/Wn.23*5/7 Liut of documenti; 

ID/WG.235/8 La promoción de   proyoctoo inductrialen 
por J. J'alomino Roodel 

ID/WC.2 35/«) Review of current method, and   praotioes for oonduotinf 
foaoibility studies - the Iblayuian experience 

by üairi Majid 

ID/HG.235/1O Methods for (^onoratine and maintaining a oonstant 
flow of bankable  investment projootu - the Iriah expérience 

by P.  Flanagan 

mmmmmmt* 
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Symbol 

ID/Wo. 235/11 

ID/Wo. 2 35/12 

Quelquea considerations relatives aux 
etudes de faotibilite* éoonomique industrielles 
en Afrique 

présenté" par La Commission eoonomique pour L'Afrique 

Teohnioal assistance in pre-investment studies 
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