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eervleee perfected by pubi i¿ abonnie« asid privata «aaaaltiaf fina«   aa 

ta paella afenoiee, their ©«rvieee will to ta aaa« aagraa eeeilelle fraa 
af ehergei 

if there io mtteality of latereeti 

if theee iaatitatioaa d > net «Meant 

ila*   (aa aoae of thaa ara jeat otartiaf 

fei to nfcargo nomai foao. 

«o—or «lolly far their mm aa» 

«a aa).   aoae will he «all- 

Aa to privat« oaaaultlag firae, they alll «karg» eaaaetitive faaa «alea, 

U tara, «aa be either iaolaáed la UPU8 alila «r ail lea directly «a Urial 

alleata. 
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C•••rally, tau fa#r fai fraf•••< aaal» tajriMiia faaaiMlita/ fta* 

farfara** \í; WIM («tmfcar **v >'   r^fw^ViUV ar f*U 

afcealá ta aaaaaaaaiéllr ealaalMai <m aw Man fpaftt «M 

aUrpl te Ui aliaa*.    If «Mr« i« a»ltlpUaáty af pmartar«, ta» I 

HTlK alta«* iNttk« daft»« very aarly la O« #aa» fcjr tfta «MI 

lattar af VU*, «i • tai«*« tait»k af*a«4 alia ala, Uattlaf ÜM 

ta fca tpaat »y VPXM. 

I 

Aftar iJTOHí affwrta aar« \a« ta paaiUva aaaiala»a «i * arajatt, 

ta« »»«la of farajalaa; fanaiaality atwfeaa OM aaolly Va iaolaJai la 

ih« tttal iajraata»at tuéft.   IR tai» ••*•» tèara i« • r^y 

af raar/arin« «lì WIM Mat« ralaaaiit t« that prajavt.   VIM aa» 

lasraaaa tHa paraaataja af raaavar*d fata aaati ay aatiaaartraUaf aa 

arajact propaaaia tdJi a M*i* avaaaailiiy af partiva 

dft*r hmine aetakliafcaá a auacaa« iaafw, VKA0 •«• ufca**o 

trffielaai overlwada aad/or "prafit asrgâaV «a Maaaaaata far ita 

initial iMveaUNMka (of «rttiv «a tfca aaivlaa), far tka —mir af aaa- 

InalanaBtad pfojaata ari tar alitata wjwUUag vr «aaèla ta pay 

aarariaf iena. 

¿«parlano« aaowa, •'»K'îVUT, taat aarviaa« inai it wt lavali raá »y 

pabUo ir.^.iUtieae lia» UU90, aaa. Mrály arar aaaaaw aaaajlataly 

aalf«fina«ci.i«.    Xf it in «aa cf taa *aaln af UTTaC ta fat aa anali 

rafliuœla* «a pgaaibla, arma inaantivaa for tho iwnagara of taaft 

aarviaa ahattld ta of forci. 

vil. awa TiTagi3LB »Ott imqpagiyi vi'* 

«f «oalyaia awt propaaat iu fiant* (14 - 17 Bacaaaar t|7<)| 

latiaft of raaoaaaadatiaaja «al aa*a»Uaa»a*t «f a ataarlaf aaaaàttaa. 

I 

(Jajanary and ratraary of m?) 

talaeti«« af a&rttfUfta ta ta aarviaa«, foramUtian 9t Ja» 
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f^tf J 

( Miâpvil OTT) 

ft» «OMlafttM #*f 

«Itti %M*.    tr*fU»f •# 

la 

(ta/ «M JMM 1977) 

AttMl PMIMAUII M« «IftrfttotlM »f 

Mal. OMfWMiM U M Ml 1« TIMM 

ftr urui in 

m« Mimi 

fin« 
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(Hif ME AM** tfrr) 
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tetêilaé plMB&a* f«r 1«76. 

Cmmn - PMmiy t*7l) 
MfMM M»¿M** •PIM*! W 
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•f fit«* 
•f «ÜH 
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'j.  T r t rod u<~ t1 or 

'>tw«t»ïL  >''_) ^epter^*" ar-d   1/   vt>v#mber  V)f<    *h? fo 1 iowing 

""Q^rtrifü   war© vjfited  By  th* ai.thnr: 

Egypt,  Sud«nt   Kuwait,  Malaysia   (*),  Thailand,   °hil ippiner-i, 

Aua+rali*   (*) and   India  (*)   fo»   'pprcxim*teL,y ©ru  full   '«e*-1   par-h. 

(Th© fountrie« marked with an  (*)  st author's own expen«*»). 

In ali rases,   the attituda«,  practices,   rules and   rerulat icnp, 

»ethode and  procedures connactad with pre-inveatmert  studies 

©f any kind war* atudi©d by  int©rvi«w.ir,g the expert« of r«sfionaL, 

surr©gio-al  and  -  tini« permitting - nutioral   institution« and 

erganis«t ion*. 

The   ten  rruestiuns contained   m  the   document  dated   X) July  197^ 

Became th« guidelines of  th© interviews  conducted.  However,  as  the 

discuesiors  went   on,  new p-oMems were  regis te r*i.   Tn   the end,   the 

necessity  of  re-thinking the whole prollem bacane evident.   The 

intentior.s  of the   field miaeien and  of  the expert g"oup meeting 

in probably best  met by an outspoken formulation of th*»n« ne'-ensitiea* 

If so*© of  th« theaes seem provocative,   it may be reminded that  the 

Purpose of thia  report  ia rot to  present anything firal,  but  to 

«©liver input  for the experts convening  in Vienna and   to  facilitât© 

ta»ir dacia ion«. 

Th© analytical part  follows   the ten  en*»;•-• i f • s o;    •.'••=   i<   if'u.p, 

and some  of theaa ©gestions  have beer, subdiv : •*#».:.   '">.••»   v*-.< -w   id. ki >ne 

part  is at ruptured according to a somewhat F-npl :f;p<!  c«i r>.^\ m^ s •-lernet 

Trends  in   tha markst are formulated, U?!TD0'r,  re;-   ip b^ir:..--    i   .    -irated 

and a plan  for action - namely  tha es.tablishp»=»n"   of .ir  f ì "    >  .'^naiVi 1 ity 

•arvic© -  is being commented.  Thos© who might ,:bje<-t   L     the  kind of 

functional analysis of UNTDO as attempted  in thi?  report  have   •     be 

raeiinded that a »er© continuation of tha status quo of !.MTo services 

ia net being racosanendad ^r anyone insida or ou-.side of U?"¿'<0. 

I 

* 
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TerHOnelof j"a41.y   this   report.    !')«••   indenti   refi«''*   th« 

maturity  ^er-rnlly pr*vatlinr.   ':'hus,   pre-inventmertt  stadie» 

and   feasibil ity  studies are une 1  « i nul tan©o..siy,   bu1   project 

îéeaa are meant  to   be project définition«  without and   before 

t^e application of  research  ir«t.rumenta.   Project  evaluation  is 

uned according to  th* well-known UK IDO paid«»! in««. Those rt«ë*r« 

with greater terminological  interest are  referred to th« *ttemf>*a 

ef Kreditanstalt  fuer Wiederaufbau (Staff Paper« »to.  5/1970). 

Acknowledge»»»*! nave to be Me* to »11 personalities inter- 

viewed - MKJ mere  thai« could be  mentioned  amier ''tepier   0  - ani 

their reídme««  t© discu«s our miaations,  even  if a certain 

Mturation with feasibility Btudy problem« on  th* ©t¡e  hand atd 

a rather low level  of expectations as  to  UNI DO's potential contri- 

bution ran hardly be overlooked.  Th*  HO »im...es av«r*r« durati«« 

©f the discussions was almost always cons Here i as too   Ion* for a 

courtetsy  c*ll and   too short  for a  profession;*.1   diyouesion.  Thi« very 

kind of sch«dule was consid*r*d  "typically UM DC". 

In  tha futura,  UM DO My regain the  reaper t of some profaaaieml« 

by entering into a »ore profound  discussion with the». 

}. Analysis» Ten Que« tiene Answered 

1.1  IS TüfPE A SERIOUS SHOPTAGE 0» MWCAPLE rT0JF""TS AWD,   IE TES, 

VHY? 

»irst,   it has te be defined what  is  to be  -inierfitood by 

the now fashionable term "bankability".  bankable are thone 

project s  («r feasibility studiee)  that,  bankt. consider a« 

sufficient  for the allocation of loan capital.  Euch project« 

are passing the credit emaaiination or projwt evaluation 

éapartaenta of banks with little or no difficulty. They do 

not cause the bank's staff to repeat any investigation which 

investor* and promoters or their consultants are euppoaed    o 

have done already. Lately,  the term "bankable" has aleo v en 

J 
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• Pf I'M   *n  thjte  "omini *=tr.»a wn© have  e«t»bli*bf <• «  reputa ti an 

of pro-.!'.-\nr euch »tuli??.  n'o emote   the  extreie* statement.*, 

••One ou*   of JQO proposa 1«   -? lar>»bl*>**  Hn.]"if a  pro je •-t   LS 

taflkaHe,   a  symbolic  ecui1-;   of   3 '* is   »uffirient ar.d   renaming 

oapiVal  w'l'   be  offered  or   <* silver plate". 

Secondi;',  the mi.iimu.-n recrui rower ta  ©f such a bankable 

feasibility study have to be mentioned: 

(l)  The marketing rotanti«! has  to be  cfiantifled or at  least 

••timat«"l  ir  prefessioral manner,   free from purposeful 

optimiert  in  order  to   irrivo  at  rapacity plarri'-.f fipi:t>n. 

(?)  The  product and ite  coat arri  rapacities have to be  presentad 

as well as  the  technology  involved   in  ; ta  production. 

(3) ?he financial demand, tre proposed financial écheme and the 

commercial profitai-i ] ity as we" I as the repayment plan hava 

to be  presented  in •   form to which  bankers ara accustoinedl. 

(4) The compatibility of the project  with rational  framework 

planning and   it« contribution to  social and economic foala 

»hould be enumerated ar.rl,   if possible,  «fuantil'ied. 

(5) The piar, of implementation should   be added,  i> ¡ludinfr, 

Mana^ament assessment or procurement. 

No proposal  or study without an arswar to   U.c-*   live basic 

•juestione   can be  considered bankable.   Or  the  othe- h-ar ',   no 

purely academic  study avoiding any form of judder*- t, v.   11  te 

acceptea. 

T'or this Vf;ry reason,  many pre- in ves trrv." it  rt^U^;-  mari •   by 

rcmsultinf engineers alone are nowadays  beinfr re jolted,   if  the 

marketing or financial planning iâ missing or  ir>i>r¡.cr  t      .he 

technological expertise.  All   "«search and  promo ti or ,-j-t ivi ties 

in the pro-investment field ere becoming1 more an-i r.oc-   inter- 

disciplinary, and  some agencies  in  thia  field ?iT-e pi;, ¡r^ tribute 

lo this developiaantt Banks (like the German K.F.V.;  a  e hirinf 

•«finterà, engineering cor.-ultants arc  cooperating ••.+h financial 

\ 
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•l»Miir.r specialist« •».'-.   Tt h*«  a**n repeatedly ewpreeee« 

to us   tha*   the tinea  v: whi~h eajrineers were the beat 

fea>«i!; lity specialists?. ?re definitely ov«r. 

Tri iJtition,  over-o;. t, imis»,   lark  u*' alternativ«, absence 

of  risk calculation«  or sensitivity  anal.yr.es make bankers 

insecure «van with basically  interesting projects.   In this 

connexion one haü to be  remind*d   that bankers »re not »a 

close  to entrepreneurial attitudes  as  they  themselves and 

«e«t entrpreneurs  think,   fsyoholopical !y banker» are to ba 

located somewhere between  the entrepreneurial and the 

administrative world. 

J'o  project  is  bankable,  either unless an  investor or 

sponsor has been  identified and  in  in turn  identifying hiwaelf 

with  that  projeft.  His sUiMorn support  ia needed.   If it  ia 

absent  or withdrawn,   or  if  the bar kf/round  of the   investor (aa 

a  pernor or as a group of  investor») do«s not. satisfy the bask, 

than  even the moat  perfect  feasibility study becomes automati- 

cally obsolet«?, for the same reason,   feasibility  studies "built 

on  speculation" (like suburban homes or skyscrapers without 

tenante) are ooneidered a waste of  time aiid effort by practi- 

tienert  in  the field. They argue  that the bankable   initiatives 

©f non-invastora nearer should go further than the  formulation 

of project  ideas clear enough to evoke a go or no-go decision 

fro» the potential  investor to be   identified lat-r. 

1.2 IS TMTE AN A^UMUUTIOK Of UNIKPLFSBSKTEi; STUDI FS Af.'D,  I?' YRI, 

WHY? 

It  ia only natural  that there should  be a rumber of 

feasibility studies) which did not   lead to  implemented project«, 

«inca on« of th« purpose« of a feasibility study  ia to prepare 

i uve« tora for a y«« or no decision.  Howev«r, the number of u>- 

iaipln-tiented project« ia far greater than neceaeary. 



•   * 

Some   o?   the   n».-îoT   Kíve aire*»;'   h»«w   wert loned  (tack 

ef berkabi lit;.-,   lack  pf af   j.fcmt* f i«<i   1n*»«tef). 

Other  rMsens: 

- Pelar   {si'nTî>if"';-^  «ever-»! y*rti«it   i'R^Md  by   ireti *u•.lor-^l 

everlaepinr,  Viireejwrati1"  precettare«,  •eientific  seal er 

» «"©«binatimi ef tneee)  my render »rw  wlnaMe prej#*t» 

eeeolete,   for inet»*'-« when prices have  tripled   in  the 

•»IMI time. 

- A é«ctres.8in^ tendency   *o   t*k«i personal   reapers fctljtji 

leeáinr,  to   "h.'"kinst  -TUBS-   He'-k i r;¿- fi>a amlUple   evalnetiewi 

ef project«. 

- ••»»time«   feasibility studies are  beine «-onducted fer the 

»ele purpose of <fe laying or finCinf rmmmmem for ^trllntar 

"«»•+?»in project«. 

- Som  elaborate projects would h«ve tie»«  rejected already t« 

the g tage  of proceri idee,« if  thery had  been preeented »t  that 

•taf« to  the potential tinker«. 

- I©««  feasibility »tudie« are rejected  ©»cause of apparent »r 

•u«p»cted feriae. 

simply fet l»«t in tlM «as* ef áev»lepment burea-uersrjr 

and cannot  be retrieved   m  tine. 

Summing up,  th»re "ertair.ly  \m a waste of time and effort« 

•h i eh ceutd  be avoided if feasibility studies »ere conducted 

«•tly   . 

- fer inreeter« already identified, 

• «y s>r»fe»»ier.Als willing te take the re»po«»iVi litjr ef 

• after »r»J»ct prep.s«als have »awti •»• i timely rleered. 

I 
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l.^.ì   Tifi «m àmilAM,* •WITl/TY ITOÎ^ n^UTTIIT? 

iwimr mntum fmr:w. •*•**•••? 

It fCMiMlity »t'iti*« mrm WIBIç eon'tïftnë  by 

•rwfcMHMkfltl/  umPffh-»i*iBé«á «r »taini«ti*tien- 

••i«*t<»á"   «*««l«v  ih««   '.r»  f*%r>'-«i SP«  tk»t tfc*¡r »ill 

p»*ttriWt« littl« t« facilit*t« tfc* >*«€i*i«w n*i*f 

pTT—,  Mil« f«*Mi»ilitv Muait« h*>« hftmm mmrm ani 

Mr« »«flt*«tiA«t«it p«*u i »•»••*• mrm »né *«F« •*«.<->. ting 

MM) Qu« •«—ut tf«f^M«Mit» «»*•) *wl Hwr« •»»«i*li»«é,   tft» 

«•ry  fimeti«* «f »««li «toái««   in  th# i'-citio*  "mki**; 

•*«*».«•• i|»fHn t« *•*• mlwmmî ii»pp*»*r«ë.  *»*)*• r« Mí 

•wtretrwMurt «lite« »r«  torMiiim v«ary mmé «« »• •«*•*•*»•*• 

•f  int«11***«*i  f«NMi»ilit/ 9—é*e%» tw»t nui «•*• <p«««tt«M 

tlMMR  tMry %n«»«r »«d «hy »»«y  fi"«m a« #v«m -*ut i au«  f«w» «f 

rtfOdtrortuMan,  »••#••»»» r,*  ar  «».lu« >nif««««t«. 

»f rfciM m t.riait m th.  »«•»«»•nt p.*-».. - fra« ««Mtiy 

•rvfil««,  tfajtdt »re»«««l», •p«)lifl«tin« f«*»»  t« —«M»II« - 

«*./  h«v«  i*rr««>««4 •ubstBntiaUjr tfc» Au*»»r «f «*««1« 

«*««•%!• »f toMllinf i*v««ta»ni   priir-P-iurwt, On   •.)»• «*h«r «Mi 

it  •••»•  ta h*v« a«r>«l«f*t«4l  fcfc«  «twsiiif »ut  of  jiMiy—wt 

• i«<~« **««t.¿»nnftir««f   for  mat*!*«*,  r*liw« ihr  «p«ri«>li«t 

fr«* •.*• efeli§«tÌM »f  fin<*in#* «uh tor  ht««*-M   H'».t  tfc* 

»«ttl«««ck« »ltd  r»iti"«l  points«  of » pr^j«* t,.   '''h« r*» N>tw#Mi 

r««««rr>Mir> MIé «•«ci»Ii«t.» •*   th# on«  t»nd  iru)   th«  é«ri§j * 

«a.R«r*  (p@liür!Í»#«, fcw«k«F« mmé «nt r«pr*rg   ' s)   on  tht «th-r 

••«.M te »»• wi<t«*iR#,  •"»«*  *•  th* 1«tri«««t  st"  . •+.h«r*n*« 

•Minili« »r*j«ct«. 

Th«  ««luti«*i «®uli      l*%rly  lit  m • rruvai   «f   tfc» »<ç»- 

•lá  i««* t**t i««««tir¿   i« • «tocisiOT «ftkii^c priy 9wmt   tt»«t 

yr«-if»v««t,»»*t »twii«« »r» *!•••«" m  thi« pr-'^etiur«   i« srémr 

t« r««\tc« i«n«rtsiftti«« t« • ««Ptai« »ro«»t*«l«  t®l«f—e«, 



ana «Hat  twill »Owi»— tHMMl«M *a «wti»«»« **• 

fin«  i »»»a fa* M M* »»aja**, öwly  if *U ^wulifd 

«•MM^tsé »it*  faMi»4txtjf a*a«Haa *rm  tmiwl  in  inii»«- 

•fM«*fltiw »né »IM %*ftiH*á ta appi;  *+  IN  »**<•• tr •, 

>* M»»a «MM M »w*»é«ë« m* ••mèi«« «UM MM 14 

h» cü 

la*  mm nwmmèâm* M M»M>1 M» MltmiíaMa ímt 

«M*nfci*f »f fM*l»ilt%jr »•*#IM ay i—*>• t* •*•* M 

»*•«•  MMatiltM a# t4ttáiM af%*r «M  iéantitp •? MM 

a M# flirt mf iwta wt.  I*t >*a ••M»«'  UM eawalata «p- 

•lMf  mf  yw-iwmniii»,  rfcwê»««  lf «  tlM-XMM •#,   Mf, 

• «•*• MM* • jpa«# MM •\mmum4, 

A  MfMtitiM a# attutita »anawaa a# Ma#li<»tMf 

i« atrntaav. !•#*•• •# twa» ^MM< MMtt I 

fft   MMMMT,   #MM>tMli%JP   9*WÈ%—   MM   ta   I« 

*f aañMiMS, tm a» aliapaà Mt«Méi"al u.al 

WfléMM   fMMM   *lWM'mtMM«i—   MM   Mt«*(  »«*«H*é   • <" 

#*ki«#M)    «M*   tMN   M   MM*   NMM   f»P   c«M"fO«T"*. 

—%•   I«  f»IMWf«<   MM  «M»r l*»»l *»> •*   ' "*Mtin0f 

li*»*i«M» •#• fui» ' M*» atawfkM «i   the  »*M iifcji't M**ar, 

êlMMMtffc il *• á\fti»»l« ta a—aaa twa MM«I^ »f  tai« 

i« afpaMM *JM* MM - ••»•*! Via* (•#  La*-* af <°aar*iMtMa) 

PMtiaml,   Mfi <•**}, M*»*«a?*#*«l *mé aatjaaal   tavela 

itriW«« MM ta I« MM fcar»M*tal «MMatiti 

il mr aaM+MMl «MiikM, *•* WMMMW, »M 

(HP    MMWW   MBH|^MMVMVMM^MVMT     «KMW    HajF     ÍMMHMW     M    N    HPW* 1 '     *• 

:if*a Mtiaa. 

I 
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Sawarallj «paafciwf »  *•» faaaawia for éaalir««!«« 

•r rapatiti«« hava %« te »«aaaa«*  aaparataly ia Mf #A*«n 

<-•••.  Hat   tha *v»rla>»f>i<,,.r' »f *watit*it»««a mm*  prafaaaiaaftl 

i«j»*ffiei«*ri#« "*»  «-»rtaialy mm  rax*»*««*.. 

1.3.3. noi pe» «TAI imi;ir-r]t ISTOWIFT STOMI« AH Urin««* 

TI»  lia*  «H «kirtl  r Ti tir 9  teV«   f«fí*aaa*   »Mir at «M ti«« 

•9 far la gajajjjfj^** ****. f«wultanta aatjr ime««« vieti*» 

«f ronfi i<"ti»f i»tar«a+t  («»nfiaaara ai ih auppliar'a fa»**»«*««) 

• r ra#t«a«tia«a far aaawafla). 

Or aictiaa af thjeir «paria li »ad iaath#<i«.  "nay aajr 

ar fall with tha paraaaal fualitiaa af ta*»r prajaet 1 

»r,  ta* aia* a>*aatiar  i« a amvaroa) *»a, aat If an«; 

Ir.«titad im ce*amltar;t«.  Pora »ftan parfcapa »la* »*4# 

»ramaat p#«ja*ta ara raaliaaé:  wot aaljr wkmm  ia tum ••** 

affiliai plaania« rritaria, mn\ alaa »*•« taay ara "pat 

arajarta" af «aa» pmtmrf%\ paraaatatlitp, pavarfvi aaanfjl **> 

arkiara a r«iatara»at»ti«a af tfcaaa faals. A« ia %*y *•*• 

mt éawiaiaa aaaiaf,  »»air paliti<:a>l aalaaa - mmé aàaarpaajaa 

play - ava iavalvaal. 

Aap prajaet ia »aia« éaalt ai thia a amair n\»<irm*f\m 

raa*i»tinf mf taa iawiUr, «ut ravp>Fa«a*r «r «p**tt*ar, tèa 

•anil a» fiaaariar,  t»a gm\ WfNBawt  ar plaaaar aa4 taa 

raamiltawt «r «teff.  Eva»* afa*»  hai aia aaa lafitiaata 

iataraat«, hi« «iaa,   hi«  iaflaaa<-a aa<i his  pa***,  himmm* 

liaita«, ali «hi« ia   lafitiaat« mm* atta* 14  ba  «M*"ljr 

Élaiwaaaai aa part af aap iaaiain« ma tu. a* pr#«a<*Hra. áa aaja 

laaaia«? prartitiaaar aaiat **àt»awt a paait>w liaa aa 

faajjaat aaataia»«* •*•/ ria* »aal« avar aaaa a**»  tapi 

ia tJaa éaaalaaiaf aMrté.» 

I 



. t - 

1.4 t*>'  FT''TET á¡     ""FL  l-'^^T fil S*"* SC AOWIB BT. 
i»     , ^pr P,T>_S T^VJ»    opJP«, : » TTTr«f    •-¡pjiff   »iff JTJTT^* 

*««*}•   >*•#»•* ««ri   **«r«'  *«'i**,ry  *••• * M^wort  of  ite 

MM «#*<••• j«r>iMl *i%tl  th«   t.%*h #f •**•• 13mtinf iré'i«ür»aliaf%tl«a 

•M   -HIWH'BìIV invMtnwnte.   TjNNMtMmt,  »tMUM «M »ni/ HM 

•f «IM «njr iwtwwult «»fiW/W in tat« •«•••Il «ffsrt. 

"rtM»» wtwHw ••*»•%•* «f MMr-i«li*Ml (fWfìM »htrll MM/ 

1w PW* •• fmvmmmmi, àmpmr^mttmtm, —«M ifwiwmit MMìì««, p»*li« 

FMMMIUMM «r pei«*te »ntcrfriMM. ^«.y MM h»v* -HM«» irte 

»*i»te«<-« •¿«•»ti«* ••> * pian, MMwrinf fr-v*«*») ly ev*Wtitf 

•r fvllfwiiMi p*MK*Mtitl ême.rmmm, ¥t»jr My MI«« «MM 

te «M»1«MM«, %• lupniH «r im te «/MM* •**•* 

• ìa*r M«tìti<ti«Mt MII^H MHM  MKMM  inaffiei***. 

Hwiivr,   in   M*I«  m*  «h»   "«wtrimi  via i ted   tlMN MM 

»«•ileal* • ila«, a •'-••m* ®r a fct»H*ir« êaa*FihY»if Mita 

«ttel "éwtUfMMit Miwpk" t,9 tea imimhtM. IM* fa« 

•**•*• M»i*iRf »iMtea «HI* ayate» far JM»M *a*a MMM aala te 

«MN»FìHI  • *• «••»<-  fa»*-• i aaa,  IH* diviate« »f late«* ME %•• 

fa» la MM fw •***•• •#  «te mp*+m MI a MMI«.   It  m «iMwvfv*« 

Mr*   I« tea laaa* attente* i*f «a fine  ««artevainf mmà 4*#li*«A»a» 

êm te te*« a#  »a##*tea>4iaa.   ft MM* 14  Mi n\#*ly 
rKHl   fM>  »11   #«aK>«Fft«4,   M»t   «Hi/    f#»   MM   jMteMtial 

fiwiiMli*f MM  éoaMati« MM),   M e »Mit«  tiariWMIfwny 

«jr  MMM1K| MMt   BttaliafciRf  MM 

I 

Tfc» MMMMff^r  »MM^araiila irrnmé   teaatraa morm aa««ialia»tteM, 

i ••t*t«M.liM>*iiM mmé a*fatati«a«i*ft tMapatiñaily Milla f»r 

iMfiMtMf  MWtW,   «MMMNP,    «MI   iMrtìtot IMMkl ÌM>tteM  •# 

NMt 'M)MJ  MMM   PH»MJ.   «JM  M>1tifil«itf   «f 

MIMI •H**'» MMM «• te iwwltwl 1« MM tevaateaait 

«#fk«MM4   *M»*«t*M»ll». 

?*   MM  M)  MM  a#   MM  MtM#   >M»U   #** HPT»   Ml 

«fMJ M>«MMB   M   ***•   MM   #*«M   •#  itrwttMl    "M 

I Ml« IMI'". 
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l.J.l MftT »TOW* API IFWJIB TO ©Kam» tHILL PPOJKWT 

OM of tho »rohlooo of anali projact« la that tka 

offort for th«ir implenontation any ho out of proportion. 

It 1« » w«ll known fart that  th« application procaéwroa 

•1«. for tho oataMiahnmt of a »Mil «ntorpriao aro M 

aitoMivo M for th« Mfgoat eorporatlofio. Tho eafta for 

foaoittllty atadi«« for anali projoeta may vary »otwoom 

|f Ml 10 < of th« erifinal invMtaant, whoroaa thay «V 

oaavfit to loaa than 1 f for th« hi« onoa. Tho anali 

iavootor ia at a compatiti»« diaadvantaf«. Tho aano prohlon 

ostato for 4«v«lepiR«nt tank«. Th« coato of attaining ani 

aéwiniatarinf anali erodit accounta «my «ono.1 ©r ova« ««coon 

Ihm #f « hif account, thorofor« thora ia a diviaion af 

aahoroo «f int«r«iit *«tw«on hank« of difforont aiaon. Hit 

tho protlan of «fuity and ¿noti*« roomina to ho ooWod. 

On tHo «thor hand, «mall iaduotry aay ho oapoeUlly d««irahl« 

to áovolopinf eonatrioa for eonaatihility tad halaaeo of 

aoo» d«v«loyinff countrioo havo vary oorlowaly 

for tho drrolopnont of anali 

artropronourani« (aa otoorvoo in Tania, nalayaia a*4 tho 

Philippin««) ao rwnooy ooono to havo «oon found to laaaan 

tao t«r««* of th« omll to nodiun onaootie or foroifn invoator. 

*\ttwro attention ohoald to« paid,  th«r«for«, to 

éavolopinf and authaiiticatinc «i*plifi«J pronoduroo for anali 

aro ¿acta and th«ir invoatora. Sinplicit.y and transparency 

•f aweoauroa would  in «any -aa«« ho «anally inportant aa 

Intontivo aeaoaa» and iavoatanmt el ina t««. Naro, too, would 

to ajarlo ap%eo f*r n» to parUdpnt« and »aaiat. 
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1.5.2 VOULD nlIE SETTIÜG VP Cv TE^HÎ'OLCGY OEKTPES BE AN 

FFTECTIVT: ÎTANS Or' rPrEDTN1 UP T ÎIVrlSTMENTS? 

Technology ceivt^es   in  the  context  of the 

questionnaire are meant  to  be advisory units for investors 

(predominantly domestic)   in order  to acquaint them with 

the stockpile of projects on hand   (mostly email ones) and 

to procure  technical  know-how for them. 

Technical know-how nay have   two meanings: 

- The know-how of netting up 'business,  getting credits,  of 

following the whole complicated  prrcedure of getting 

started,  or 

- the  technological know-how whi^h has  to be procured from 

inside  or outside the country   in order to start an 

innovative or "pioneer" business. 

These two functions  «hould  be kept apart. As there is 

a need  for simplified procedures for small buaineee - and 

for advisory services as  long* as  procedures are complicated, 

there  is a completely different,  yet equally apparent need 

for assistance in procuring foreign know-how. The two 

different  kinds of experts would  be  required.   The second 

problem  is  closely corrected with   the   topic of eo-'-alled 

"Transfer of technology" - an almost magic  formula that 

yst  has   to be operationally defined.   It   is,  how*»vor, outside 

the scope  of this report. 

As  always, when  it  comes  to   the setting: up of new 

services  to developing countries:   The principal  considération 

should  be  the demand  for and  the  structuring of the services 

themselves, whereas an early  institutionalization may render 

these services inflexible before  they havo started to become 

efficient. A testing period ehould precede their 

institutionalization. 

I 
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1.5.3 '''HAT S?r"TFir MBLSUPFS A?;D INSTITUTIONAL APFANGEHEKTS 

f'.OULD STIMILA TE IX) MEC! TT'  T SVESTO HS? 

The  ir. leres tins? ouest ior why domestic  investors may 

be  reluctant to invent   ir.  their own country does  indeed 

merit  ar.  investiga ti or. of its own.  It would hardly be 

professional to treat this problem as a by-product of a 

report or. pre-investment studies. However, a few 

indication» c\n be giver, to analyses the problem a  little 

further: 

- In many countries, there is a lack of entrepreneurs as 

a consequence of colonialism, lack of basic education, 

socialisation or for other reasons whatsoever. Some of 

these "ountries  try to create entrepreneurs artificially, 

a  task many times  more demanding than manapement 

development,  for  instance. 

- In  many developing countries  the  traders and dealers 

heve become entrepreneurs - for lack of candidates fro« 

other segments of society.  They have a particularly short 

tins-horiïon.  Profits and pay-Lack-periods for industrial 

projects require at least medium-term time-ho ri sons. Thers- 

fcra,  trade-oriented nouveau-entrjiraneura hesitate to enter 

into true industrialization projects. 

~ Soft currency countries pose their own problems:  Necessary 

parts or foreign know-how may be difficult to import, etc. 

These are but a  fewMsduoated guesses" from experience; 

it follows that the  reason for insufficient  investments (or 

lack of re-investments) of domestic capital by nationals of 

developing countries  is not primarily the  lack  of institutions 

or asasures, but deficiencies within the socio-economic 

franework;  conditions which are difficult, but not  impossible, 

to change. 

agreeing that  this question points to a bottleneck in 

development stratégies,   it should be investigated in depth» 

I 
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1.6.1 HCV TMPOPTA?:T IS THF TynT^TTOTT HJVATE TO*" THE FOPFIOT 

I!TVE5TCrS? 

This  is another  cr.:en+ion meriting' an empirical 

investigation of its  ov;n ani  not to be answered fully 

within the  report. 

It would  be a truism to state  that investment climat« 

i» nil-important  to a   foreign  inventor.  Sirice he ha» - in 

«lmoBt any given decision-making situation  - a serie» of 

countries to  choose  from,   investment  climate nay be 

labelled  the  competitive  '••'•re  of cour.trien.   Iri tie intereat 

of investors,  attempts hav- been made to classify countries 

according to  their investment  cliante,   for  instance by the) 

BWI  index. 

The term  "Investment rlimate" may well   compri»« 

than legislation (including incentive systems) and 

guarantees against expropriation and for transferability 

of profits,  more even  than availability of  labour and 

Infrastructure.  In our opinion, it includes such intanfitela* 

a» smoothness of administration, absence of traffic 

congestions,  communication facilities from hotels to 

telephone service» and so on,  since any of these faeton 

•ay become bottlenecks  in business operations. 

On the other hand,   it can be proven -•  by analysing 

investment decisions-  that  incentive systems and material 

rewards are never sufficient   in themselves  to enpineer 

favourable investment  decisions. Maybe some  Government 

planners and decision-makers do need and would weIcos» 

empirical information on what really constitutes an 

investment climate and on how investment decisions are 

arrived at in real practice. 
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Foreign investors will be naturally interested in 

»11 relevant information on industrial legislation «te. 

Incentive »ystem» usually are published widely. However, 

some legislative texts are too diffuse or too technical 

to be understood by  "normal persons". Some agencie» are, 

therefore,   trying to produce »implified versions or 

synopses of that particular body of legislation. Another 

moat important question is the actual application of 

theae lagislstive precept». The bank and/or consultant 

choeen by a foreign  investor will usually be iieked to 

prepare detailed information about application practice. 

Such general information about a country should not be 

nade an obligatory part of all feasibility studies. 

fttpected  income from subsidies must,  on the o^her hand, 

find entry  into the  financial planning part of pre- 

investment,  studies.  Sons Governments would  be well 

advised to re-think their whole network of incentives, 

legislation and application with the aim of making it 

free from contradiction, uncertainties and misunderstanding«. 

Perhaps »orne UNIDO advice on this problem would be welcome. 

1.6.2 WHY DOES THE PTOÄJTION KUnHIRERY NOT GENERALLY PAY 

DIVTDEÎÎDB? 

Ju»t as it is the goal of feasibility  studies  to 

facilitate go or no-go decisions in the procusr of 

investment decision making,  it may be definii ?s  the goal 

of investment promotion to engineer the consent necessary 

for continuing to  investigate or implement a project.  If 

this is acceptable as a working definition,  then criteria 

for measuring the efficiency of project  promotion for 

countries, sectors or projects can be derived from it. 
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ronvî reasons  for tho failure of promotional  measure« - 

and  institut ions - ir<;  Ti.it.»  obvious! 

- Some   'oui'triee are   i nsà+i tutior.alizing investment 

bureaur, al-rofl.fl,  ari':  rome  of  these are more or  less 

passively waiting  ''or cnoniiriftR   instead of 'u-tiv-'ly 

marketing  their  -ou-try,   i.e.   defining   target groups 

and potential  inventors  on  theLr own and  approaching 

th«m. 

- Some project» ar-->  V/.;,<»inning  to   M* promoted at   too late 

a étape,   i.e.  when ->::.t>¿   feasibility  studier  have 

»1 ready  h?er. made,  ""he   ' rue  en* reprene!)1"--.! investor, 

however,   reeds only a  project-iiea  (which  should  be very 

wel 1-foi-mulated  novrtroler.p)   to   le-ñd^ whether he it 

"ir.+ erf."-:1-«!-!   in rriT " T1'?".   I'e will  le a   little  auspicious 

of finished  prodi.i"fr.    "¡ñr-pl'ow,   th» recurring   ids» of 

building  up a stockpile  projects before  investors have 

been  identified  should   be   re-exajuned. 

- The division of labour >-*Jtween research phases  (and 

Specialists)  on  the ore hand and  promotional  activities 

(with different specialists)   on  the other  seeme  to hav» 

been generally accepted  "\nd   institutioru.il! ••;.],   etnee 

hardly ever does ore  hear dour. *-E -itr: i',   this lepartmentali- 

sation.   *'o  won'ier that   tre  coord ina ti or:   between  the 

"reduction of un^er'nrtici;   te  a   tolerar! ,- 'H-fc-ree" (vy 

research)   and  the   "m.^i-ie^-ru^'  <'•*' r- ii3ra-:t   tu  rrojeo ta   (by 

promoters)   is  lacking. 

- VHlle many  effort» are directed towards  project    H--- ti- 

fication  promotior  Httl«   though* -¡nd wor'   is  sp-?r •  or: 

the equally   importarvi   task of  " uve;- to r   iden tifi rat inn". 

Eearing in  mind  that every  proje -t need?,   w   investor  (who 

may,  of  course,  be a group or a sponsoring govrvnrnent)   for 

becoming  reality, ani   that.   ir.V'-u:'ora art-    -vor.  -ore sc»»r-9 

than viable;   projects,   this   ••'.:;• ••-•:;• ir  y   r,h . '<.••   reco Ivel. 
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Kethoris and techniques   ror investor'« identification 

will  have to be deve loped, and som" techniques could 

be  transferred  from marketing.  Fith some   creativity 

applied,  ejuick  resulta  ^an be expected. 

1.7 SHOULD DI^TEPENT METHODS BE APPLIED TO FEASIBILITY STUDIES 

FÜR SHOPT TEPM Pf. IVATE INVESTORS A KD LONG TEPM PUBLIC 

PFOJErTS? 

It   goes without  saying that  private   investor« fen«rail/ 

will  not  engage in a  project ahowing negative commercial 

profits and  that euch project»,  of social  or nationwide 

economic benefits are  positive - will have  to be  realised 

by public sector.   Projects with a  definite  private profit 

potential  used  to  tie  very  we Icone   to developing countries. 

Since methods of ca1~u1attnf social benefits have been 

developed and  transferred  (among others,  by UM DO), 

a corresponding criticaL consciousness has developed. 

Privately profitable  projects now  tend to be tolerated  if 

they have  little social benefit  potential,  and  to be dis- 

eeu raged if there are  indications  that social  benefits »my 

be negative.  Times have  changed BO wuickly  that,  practically 

»o project «an avoid  the social  benefit evaluation. The 

sjuestion  is not one  of applying different  methods but of 

applying the existing methodical   instruments in a  judicious, 

eoet-and  time-conscious manier proportionate to  the project 

at stake. 

If pre—investment  studies are considered a tool in the 

•recess of decision making,  they may be more or leBS elaborate, 

SJMI the  information on which they are based »ay be mors or li 

extensive.  It then follows that  it is necessary to vary the 

input of time, money and effort with the «cope and sise of 

the project. 
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1.8.1  nCV DO ^FASIIIUTY C^TiTFE rc?E VTTH THK r'AnCFTTKC 

NOBLEM TT" SMALL APr. f ^AOMWTri'  TX):^'"!''  ïïfcPKETS? 

rirst of al1,   feasibility   stiri Les are not   considered 

bankable  if part rim^er orn,  the.  rruketing forer-ast,  is 

ommitted of treated in a dilettant way. 

Secondly,   it ip a   fact  that  domestic markets are 

(ir terms of buying power more often  than  in  terms of 

needs)  too »mall  for the  new capacities projected. 

Buying power,  on the other hard,   <-annot be increased with 

th« »ame upeed as industrial  capacities  can be built up. 

Therefore,  three opinione are possible: 

- To export  into the region,  which requi ree  the consent ef 

the neighboring developing countries. 

- To export  into  the developed  count ri es, which  retniires a 

«ruality-oompetitiveness-policj/. 

• Or te  out down the project  to  the size desirable necessary 

for penetration of the domestic market. This  in turn way 

lead  to an economic  sub-optimum. 

The second option was the preferred one  for a long time, 

Since  it promised to create hard currency income. However, 

the encounter with extreme forms of competition has dis- 

ceuraged some followers  of the  option.  The third option  is 

gÊkinir.g adherents,  since  small   er.fei-prises for the domestic 

stärket working with unsophisticated  ( + o avoid   the term labour- 

intensive) technologies have proven  to  be a pood solution to 

s »Wirtle ef development  problems. 

Th« first  option  looks  like the most logical one.  Thers 

is, however,   little progress. Assuming that  there are fpo<i 

feasibility studies for regional   projects,  the  engineering 

•f consent becomes the main probi?«. Feasibility studies for 

Svch projects will have  to comment on  the compatibility with 

irai  national plans and  the added  implement at.ion probli 
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1.8.2 HOW EFFETTIVE APE PFCTO'AL O^flA NT 2Ä? TON'S INT FOLLOWING 

U? FEIISTBILITY STUDIES? 

Regional  organizations a~e specializing in nectoral 

and regional  studies.   Logically,   they are eupposed  to 

onerate  project  proposal.  Usually,   projects  are defined 

which eventually lead   to the  establishment of one big 

investment project  in  only ore   country,  to which the other» 

have to  give  their consent,   for which  they  in  turn acquire 

the right  to pet another- investment.   The procedure although 

being completely  legitimate and  not   totally   ineffective, 

»nay be   labelled  "oí lective ha rgainirg".  Unfortunately, 

it  reinforces  '-ompet1 t ive a tt^ t'^en   instea.l  of  creating 

chances   for cooperative  ventures. 

So   far,   the  influer.-e an '   efficiency of   regional 

institutions  ranno'   he   ^reiter   +h.;n   coherence»  and   common 

interest  of the   totality of all   regional partner countries. 

In this  context,  but  <¿ its lie   the »cope of this   report,  th« 

quest ion put by  some   regional   experts  may be   repeated: 

Whether or not  some of  the reg iorn.1   bo<iies are   not   too bi£ 

to allow for any operations!  "ommon  interest   that  can be 

Materialized  in  common  projects.   Smaller regional associati 

(such as   the emerginf   ASrAf! pro up)  are more   fortiuna'c- - and 

•lay become more effective. 

V'hat does  seem necef.nary a ne»w stmtegia cor>.e¡;t to 

build up cooperative  projects  ir. or-ler- to create   in te nier en- 

den cy.  According to  the   family  principle f luje.-ts  car an.-.i 

neighbouring countries   interdépendant   by aaBi^nir/ to e%<~h 

«us ©f them a special   role, ac-or-ting  to that   courtrj-'j 

individual strengths,   illcatirg the  pw  Tï:-,-*,   procu^em-nt, 

production and   finishing stag««   to différer*   •-.juntries. 

In short i  Dud   to  the iovíti AHí   iiiflu*-it'-e vMctium  in which 

regional  institutions  have to work,   it  is net   suficisrt  h 

isjprov«  +he mothods of  •"oilowinf   ir   i nvestr. ' *.   studies. 

I 
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Inntead,  the basi- approach to   regi oral  induatrialiaatiaa 

aay have  to be revised. 

Thi«  aet  of  rational  problema  cannot  t*  solved by 

the Va Udine up of  regional  ronaul'in« or promotion 

»ervi-ea.   <'*n*ultin£ engineer«  ~ould  contribute  only 

their engineering know-how to  feasibility studies. 

Feasibility  studies «hould  not  be executed  by   r«f"ional 

institution«,  on   the other  hand   with the  exemption of 

Mir  "epionaì   survey«  for which   + --re   is  no consulting 

capacity   in «ifht. 

1.9.1 HW  DlTTPaEÎ.'T APE  •'QW1 < V OTT dklWVZ 3 J VT  BY 

VPTFtK-i- küTX-lZ e- LL-V-LT '-'IT.::   HÍL rx-"-; 'c::.T"T? 

Time  did  not  ptrrat  to r-or.r-n t r* ts  or  the  question 

«f dive rrin(r opinions,   interests  or value ays ten» within 

a given  country,   "his  uuestior.  become«  very   relevant »he» 

in«  interplay between  feaeifeiliiy  studiar  (proposal« hf 

proponent«)  on the OM hand aiw  project  evaluation fey 

govarnmenta, hank«,  etc.  ©n the  other  is  reirp- studied. 

Sinra «vary agency not only haß a special i ?*M  function  t« 

fulfill  but alao a cartai«: value  ays*--*  *-  rbey,   ihere may 

to different opinion» on  one and   the  wme  proj^-t..   <\ogt 

conflict« ari«« when private commercial   pro"itabi 1 i >y 

criteria ©a the one hard *-na so^?.L-e'T«m^  r^nefü-t 

criteria on  the other differ widely,   "hi;-   -omfUet  is 

familiar to everyone  in the bucine«? a-.i,  «in'-«  there are 

a« «tanáardiaed rulea on how  to demO   ir; eu ih a eitua' i >n, 

the  ©ut-ome cannot be prarieely  predi-t-i.   '.r-tereat mg t» 

nate parhap«, that aeme   -oun* r-ie~ allow »or •h-e« optiane 

ia auch a «ituation of inaufficient eo-ial  b«nafi*a   >r cf 

nawiconTormity with ga*wna*ntai plannr*: 

- To revise  the propoaal. 

- To  revise aome  of   »he  rntena  o'  the  pernera. 

- To   trop the  nropoeal. 

I 
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l.ie.i Mev "âv lu* prow.• or w,rTire «sr •»T» TJT milium 
ST"T,ii? f.r, soi.firn» 

• 

*"•<*• i V i I i ty  3turfiM *« »«Il   *•  jn-aj**»« •*»!*• t i <*»!•  *• 

•»»i  *  *rj«   i"»M«rl»r will   n«"«r  to r«*t.«mt.  with ih*  4»»« 

«Muri»!   that.   to«  NíIW   o»«** *v* 1l**1«  i«  him.   %i*   *k« •   i« 

•B»"« ly   th«   b*r<i*r   11 n«   he^wc«»*    rissv-rh  *#irf  4»<"i«ifH»   mt i*§. 

fu  m   •!<»'• ir í.u;   wtl'inif  pr-o'^r—,   •.    'f»"'u">r    tata   *•   fe«   rwnctod 

»ryw»¿'t  %>  '   i*   i«   t.ha   f^-M   r   -»'   ws-w-h   i»   •»«•>»'•• m«tf#Ft»i*«p 

Tto   írn'jff ' ' iwy  a^ é*«a  'ti"   * • ^ r«> f'« F# ,   ti"   »riwtpL«,   *»'»•#' 

•arv* ••  »r   »UH   far  áal^vr   or   f»iìnr<-   fm   araaw    f«««ititi i% 

atwrtí»«.   Trata»«!,   •»••«ituta   »«''knifft»«   Isk*   »uti»**»»,   •ili*m«%«É 

ftMMMaa *t-.   toa» ta  to »aplia-í. 

0« «to  attor hMd, * 4«rtrit.» M»-í   ii  fait  a*   tto  ««pwirf« 

- tr.r *  »«rt   *»f fa*a#»l  »M  -"«wprwtorsuv*   »n*•#«*»U#w   e**  *».)*» 

f«ÄBilnli tjf   • «•wJia«   -«KIW t.»rt   (t'j'-h  *a   aravi i-iH,-   putei n«*a4 

% :Jï;[ne), 

- f»t % «Ufi"   "<**«•  to***» at  ''v^r   rr  *i-.av.'tor»  to* t.» i«in#  «to 

»MI •«*••!   ef  aotmawic   ir?f»rm»t i«*, 

Fot   ^untmf Uto   íKA'imrmtel« <í * fr ¡ ^ •\> »•*   "   • r<**< ti«ff 

•a>rri"ÍM<ff«   «fatati«* a»* *ti!iaii*|f »u<> a  ff•*»><**.**' -*  a» ta. ay»*«% 

i«  »ww  «tot  fey »ufc»í*riW.f •.«   •**  i»»-»«!*   w^in^ %f.praawfi •«•» 

•f   tin »j>p»ì-Mt«   fw  ^»»»lata  <*«•.«   vii)   oliMyfWHr. 

I 
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••    ''il'        ,f .     ^fWr   'Inf.    «(.'•"     "-^   f»«**:     •.•     s*»>- i    f»r>^    ^c.pj'     £fjT    »'-») 

» Alt   «»pert«*  prin--iu<-ti«#f   >r «"« 1 •» •, i'w   f>mm •t*ii.«H   if!  4   fivr> 

•»rt#r  ©r   r«^i»*-   w«f  «air   r->r  4    t i»t   »f Muf:tH   ini   nmy   «r4«r 

*!»•  «ttteiii«   >Mty   «apt   fys   r«aoi t 

It     1«    *•->»»-    t*f"«t!«r   •     t«*K    8f    "*"    '<"     fco    i"!^1*«**    !w 

liftávürtri«? i w** i ii    »f   fch»   i«v«l >pi«#  w«r] -.   ''*•»•  fviwrir   term  f«r  ÌH« 

«•»»••%-f   *f  »«rv     -*«  «f't'«p»«t   ny    '*''* 'T   tn   f.m"rniW'Mt|   r«»mitlltf URTI© 

••^»i«««   is   '•"•f^r. i-n !   án«iii*»*r#N.   *<?.,] m.Rf  th#   1,1 M*   C «m f*mm o#, 

• malrtiir #f  *#«   ,-*•(-•• >,inn  haw»   !•##«  piü'*-]   *"-. ' |;»wi.»(r «r   <Mt*i*«*«t««  •# 

ÉMM'i,   arnmf  «*h«r»«   *•   •  »'••* i l>u t i tg   St,u'u*»s'   ^m^-timm   w¥\ i   fc   i*   MM 

%tlM«*  •#  Mil«   *«p»F«  MME   %|M itiWiMr  «f   *hm   %MH   ßpw»p  «•»••.in* 

•fttil J      R*tf#      ti,      ¡"M1 U«  '  K      1*1*       >%'       .-•--.      •• " - •       I   •   •   r' !'^' •'    -.I!1*-' 

ttn«ft«*  ffiUfu  M'j£<r«»t«ri   ¡iv  "' : "v   "•.•»'•  •.>••••! .»• •   »>...•*'   * ' •   r ,   ->n ¡ 

*•   •"»^l«f   f «•».-'. ! Ti Í I ty    s    j'1!*»»    f' r    i '.a     >w*'    r'- • *    ,->*>       .•  >'••>• . • i .,r>#   •,?. 

•h«   p»»-li"V««^"••»•••   i«r'»P*,    J%»«t    f>.(*   a»ff> •   »»»y    '*nl-ih«    f'*f«K   r t ! i ' / 

' fi . f        i>í  ' --K ' ,     *<* f*" 1       • •' ,        •- ' h'i •.-,.-       | • -•      .p.       '•¿•*  ' 

4pVtlrt"    t» ^P»*    ^r»H^K    »*<*    tfc#    r   1MMM.S.    ":'i-v    rf.•'.,,., :-:  "'. . r»j 

f»]1«*MIV   *fc#   W*- 1 Ì ¡M».-»***    »• - ^ -    '•     ••»    r --' '!       • -   » -    •     ,*  _ >     ..•••< 
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<§) ím principle, wr**c\ tvalithtiofi »h«%U h» mad» ter 

MIé pas*» rame« t a«efteiea and %• reetrictaé te er*M ehaeklac 

•v*jmet prapeaala and feasibility étudie« rmthar %hm êaplieaUng 

ifficient feasibility studies. The better the e>»litjr *f 

lia and feaaihility studies, ih« miir hanàa Mí 

ite eau eaiteatitrate en their erigi nal taa« ef 

•na» la* ti*** project» in »rear te »elect the Wet enea far 

iliamtie«. 

M r—1 ^»y^iouaweee »ill Have to pervaéo the whole fiel* mf 

Prä-i ava» t «ei» t stadia», ft« ©f today,  the «aata af pre- 

iarvaatment étudiée are known only to thoee institutions that 

•r* aarpleyinir "©naultants, »nd  »veri  thore th« ooat» éa mat 

if»<rlwt«  client participation   ^©Bt«.   if »ttidies or evaluation» 

•P» mede within * bank er gcvftmrtwnf   argani untie»,  ne eaet 

aattantee »re »Vailati« *s »  rule, ^irst attempts ara Jaat teing 

•Mia  in a few sf thoee orfani sationa te account fer Internal 

4iaa  (man-hours)  apent on a »paru fie project, by adopt in« «ha 

ssan tinnir recordiaf and »coounting «yete« of the cenemlti** 

awfeewien. 

Ka reliable  information» exist aa yet 

• aw tetal expenditures for pre-inventmawt atudiea par eentfttry, 

••eta»,  rafian er project, 

- an prapartianal expenditures for aw h étudiée in comparison 

ta Wial inveet.nemt volume or in  relation to un implement*! 

Since the aame deplorable state of  information exist» with 

rrnfmr*  t© promotion  c0»ts,   it amy aafely hn »aid  that neither 

th*  anear nor the proportionate cost» of pre-inveatment 

activities can oe ajuantified.  For thin  reason, no  judgement a« 

wa>ate er efficiency can be ventured,  either. Since  tha co« ta nay 

a« nnywnere  in the  region  between  1  * and  10 ;' of tha investment 

valuta»  it  »»omo absolutely re-ossary  to  implement unsophisticated 

a>«t lievi n  of sgonfiti-g for tima an«!  mon i aa »pent in tha »rm • 

inv«s ' "i»r.t  ph*so. 
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(10) Even more important  than root consciousness i» time 

ronsciousnese,  though even lese presently practiced. 

Time  is of estance,  e3pecially  in  investment preparation. 

If a  feasibility sU ¡y  or project evaluation takes a year 

to  rompiste,  prices,   markets and  fov urn «tent  regulations 

may have changed so mu^h that  the  finished product has 

become a museum piece.   If the project   is of vital interest 

to a ffovernmer.t,  a population or a private corporation,  the 

negative opportunity ^osts  (the   loss)  may be quite considerable* 

Unfortunately no model   calculations of such economic  lessee 

have come to our attention. A delay  in vital projects »ay even 

endanger the very governments  that have  promoted the  original 

idea. 

r'or  there  renn&r.;:;,   pime /rabí--   * -velopment banks are 

presently concentrât iti/; on  time-saving procedures for  the 

identification,  selection,  feasibility,  evaluation and 

implementation phase.-,  of a project,  ' onsequently there may be 

a need  for some sort  of network planning for the pre-investment 

phase   in analogy to  the  netv.ork   techniques applied  in  project 

management. There may be - and  p-rhaprs  there should be - an 

application of baci'   project mairtRer-jnt  techniques already  in 

the pre-investment,  phace. 

(11) The  roles c* all development ager.-ios   (government planning boards, 

consulting firms a¡v;   banks)   within the  network of industrialisation 

should  be defined no*   only  individu.-jl )y   (an h-js teen done  in 

some  beautiful brochures)  but   ir   relation   (cooperation or 

competition)  to one another. 

(12) The  termir.olopy con fun i on     in   thf  prc-invos tment  field  should 

be  terminated,  rin^a  it  has  become a  t-.prioun handicap   to 

practitionere  in  t'-.••-   field, and   to   t!• •-1 r- ':oninur:ic,ation   #/ith 

profese ier.alß«  Ein' <:•   ter".r o lo.7/,   'r'•:•• • ver,   reflects  ••   nystem 

I 
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of thinking and an approach to problems,  terminological 

clarification presupposes the ronntru^tion and formulation 

of 9. new,  ¡nor*» timely, appron-h  to  the acceleration of 

industrialization. 

(13) The role of banks might have  to be expanded, Development 

banks are already being confronted with the ta«k of 

feasibility  étudies, project evaluation,  management assess- 

ment  or even management  leasing and fsupplying equity 

• ubatit.u-t.es  for equity in addition  to  the  loan capital. 

The barking systems arc ano».g the beat established and  most 

professional   organisms in ths developing world. 

Some development ager~i.es are coming into existence that 

achially  ^omrine banking,   -"-"salting and planning functions. 

This  trend   should be observed and   evaluated,  so that 

recommendations can be nade by UNITO. 

2«2 UNIDQ's Pole  ir.  Pre-investment Decision Making 

Supranational  Institutions  like OÌTT) and  the World Bank have 

presented their own approach to  the problems arising in the  pre- 

investment  stage.  Their approaches consist,   to a different  degree, 

in a system of  thinking, a methodology  to he  followed more or lesa 

rigidly,  and a  terminology consistent   in  itself, but not necessarily 

general ly applied.   The relative virtues of  these approaches  have 

bsen assessed and  compared. 

The U'.rrC approach is more  fragmentary.  U?IÍTV,,r   -; mage   ìF mainly 

associated with «cientic efforts to upgrade  the tchniouee  of 

project  evaluation. Only the more  scientific  minted  specialistn  in 

the  field,   Vowever,  do know this approa<-v¡ -nid   o'-ear tonally   refer to  it. 

Very few fird   it  practicable. 

Yet  there are  good "market  changes"  for an entirely new ap .roach 

to  problem solving in the pre-i:.vestrr«rt phii-.«:,  and   there are   'oo Ì 

chanten  for the   implementation  0^ S'i  h  a  new approach  by U! ' ^ if 

UKTDC decided   to  develop and  to actively  "wirket"  it.  ^he r« approach 

sho'il.i   satisfy   the   following requi re^en'n: 



-  21 - 

Greater simnlir <ty, 

Applicabili ty   to  ornali   project:-; find  ST.I11  investors, 

Son'» of  the   13   la^i^  recoure-; Ht ions  mentioned above und or  2.1. 

These  Eurv'"r;t¡^ns  shou'l:  not,   however,  bo misunderstood to   imply 

•ny lowering of  logical,  -vúontifio,   or professional   standards. 

What  is   really  meant  is  the revi  to produce  simple and handy- 

tool*   instead  of sophisticated   instruments.   Thus,   nome additional 

tfforts  are  rermired   to   "t ra •:•:.• f<!r feasibility  tocrn-. Logy* to  the 

developing ooun*i'if'B arrf   their own  cpivial ir. ts. 

In short,   we   re^o^ner.:   ti    "..'0   to  el=i!;orriU.'   the   investment 

dtcision-rr.-ikir.!"; arproa-h  ir.  ^i¡   its arpe^tn.   The   role of UNIDO 

•8 a catalyst,   n   pioneer  ar :  a  coord? r.ator would virtually  remain 

uncharged or be  revived. 

vol ]cwi:.,'   th-  strata   if   " r:d i rf;-t];-  efirvinn^ the investor« 

ty reinfo r~ i rip tho  irives, + nierr.  a.^rriPi ,  ''?'! ÍX") mi^ht  concentrât* ©fi 

6 points: 

. Simplified   methodology,   neither  ir   th» arrive   of r.onpetinp with 

ttnivarsity pro feasor 3 ; r¡or   in  the  per'.-a  of Vterrible ßimplific»t«mr*| 

but   of a  transfer a^er/'y.   T'~,r   rsvir.  e,   tre  romrv.,t( ' ization of 

financial plans as contained  in  f'e^aii'i lity étudie!--, may be 

rejected by   fi»--- > r»   sp^'-ial is + s ,  V'.,:1P  h--ir.¿-   i <--»->-..». :   -y   the 

tei£ dev«lonrr,er+   'V^-^r;,   "'': r<    /íOUL-í   :r.  ::••--.    .    an»    ''itsr^me   in 

what   oases and  under  wt-at   cr'-.rtii^cs      ;mc n t^r-'i ! ten   teoJaniru«» 

should   be  appH.~i    t.-vi   v-•   ••   p-.r;    -    •-   >-,•--     • '   '-.•.!•:   supply 

the  moat   pr-a^'i   T :<=   kr••• v~-.v-. 

- Model cages aovelop^e-- * . •"*•- ¡- . *• ••• ••-, ' ... •••••• X::J
4
 '.on fo 

initiate model ',>--• .•- (l;-.e 'hf '":•--••. a.'-;-V - ; ' ::>r< ' • '-fr n 

computer-aide J  noi el   ¡n  " < --o-   ',   ; - i   "" •   '. :•       -.'.-• Mr r  -, mtior. 

than  any other  ^mrvii'ir.   ' i  "/.l""'   ^"-v;    • o¡,-n-i r-i    t*:o   Crushed 

prouuets  or   "f"/-1'-..   pT—; '    iiT'-'ior.. 

-Thus, for inctir •-% 1 ^ - '* •-•>•-- t '••' - - : ••• <v . .;1Ii.ty 

studies,   the   r^rt   e f fr- -1 i -. o •.•-,.•    . "'-'     ''*'      ' : ''p 

inveTtinent   prey;.';" to-  ?• •;•> . ,n •• "> ..'   '••   .--'V'    p       •    ,-    v. mo    -Ould 

be  presented   (of course,   wi'ho-i*   too o'rviou:-. a  judgement)   to 

UÎ'T "•-"''F  clientr  i"   the  fie1, i. 

I 
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. Devwlopma:,t  of  standardized working aide and matsrial« like 

feasibility  study manuals. This  would   be in continuity wiih 

what   rT,'rn0   has   'lone  for yrv-irr. 

«. Clear tpmiroloa'.   Prêt- •:•'   terruño logy  (in the pre-invwütnvnt 

studies   field)   has beer derived   from  snientifi" and banking- 

sources  ari  not  actually from  investor's or field specialists 

experier^e.   If   the approach  ir,  ^hanged io derision making and 

prozessual   thinking»  thor. a new   terminology could be moro 

simple and   practice-on 411 tod   'han   thr:  presen+  one. 

- Orgar, i national   nolutïirs  *o development apandes. Structural, 

procedural  and   informal i or, problem.-   present themselves  in 

many of   the  development ri^eriries.  UT'IDO ass i e tarino  in thiß 

hitherto   neglected  field rould  prove   beneficiai.  It would be 

relat i.v?lv  ftny   for ':'i"0  to gnu. seeps  to  the organizational 

Toír'.r.     cheats  an'   i ¡enr; prev-i i 1 ir-"   in the  field. Almost 

ever-where  new   ideas,  noies and   concepts are  heing discussed, 

tented   or  implemented. VT'PC  rould   help ehaiMillin« th«s« 

discussions. 

. Quirk  yl^rtjf i cation bottlenecks   that  prevent a flow of 

bankable  projects through the development network. 

I 
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3. ^BtSL 
(1) Th«  reasons   for a s^rpl'in  oí' ^nimpleirìented  pre-inv«3tn»nt  studiM 

on the one hand a lack of bankable  project« on ihm other ar* «•Hi- 

fold.  They are not   limited   to methodological  inauf'ficiencies. Th«y 

include the   in*rnx»parent   nv^e of development agencies  with thetr 

overlapping ar^i •v;¡.i'i l-atinn,   the widely   <.iiv«rgent  attitudes and 

interests  of  plMnn.ei'P,,  bar.; fi-;^   investors and administrators.  fVM 

professional   fear i Vi 1 i t,y  ni inf.:   on  vinile   projerta  arfi  becoming 

obsolete  if   too ¡rri:   h   tin-M  «larnt-  a't-T   t'-.tü r completion. 

(2) There   ie   little  cost  ''insH  iu:;i, !•'•;-•   r.or  t ime-effioiency   thinking 

in the pre-investner t   fie'd. 

(3) ""ha fieui'r? ejc-.^t^' oi:i- OM rMTi-rr L'V/O fufar«: activities in th« 

feauibiUtv î\e..i' '?'•" .-:.i ?•"•;• :-i>:.st. Or the oth»¿r Viand the ohancst) 

for a new aprroa-'h   to   t^o   ¿.if itior.  of pre-inveatitîenta  problemi,  ta 

be develop»!  arr'   - '-plumer te i  h y  í!,"r.TO,  oro ^reat. 

(4) k n«w approach wv¡i ;  have   "o  Lo derive i   fron the  decieion-wakiry 

concept affor i ir.r  to whi"h.   ¡ esear-'-h wouli   h-iva  the   function of 

FftéMlllg   Èrgerti ; r tv^  to   ^   tolerabl1  de'-r^e,  while  promotional 

activities   woulo   h tv -   to   pro1    -e   T.m'.vír. t   • r ¡he  different   maturing 

Stages of a   proj^-t.   A  <• .:• < 1 mrl;/,   tornun'w 1.-7  -ou Id   be   clarified 

and  simplified.  Fürth' ••riií¡'v ,   some   "I •)'. * ': oro-k-thirk mg"   reiki   be 

applied sn^f«r,t,f:.;l "uj. 

(5) UNIEO's beat  contribution   +0   ,t~   lire.'*   -1 ter.te   (the a^nries) 

and  their clients   (tho investir?/   could  unti be a new utm.-'fj 

for speedir.f  '.p  the  proc-ns   <-. f  r.'e-inv. -; ' •• i-.;, t activities.   An 

institutionalize.}  service   ."ortrf   *-.•   he  .-rested by "TTDO  would then 

be an instrument: to realise thi.-j stratify qnd to rxlv-.- the WITC's 

client's problem whatever t>.~; .-.re in a •»•rry flexible, .nterdis^i- 

pl ina ry way.   Therefore,   thin.      T ' ^   !^'     i-'""3 ahoul;   „ot   bo 
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institutional ited before the  tew approach h¡%u been defined 

as well  ac  endorsed and before prenne requirements  have  Been 

formulât*')  concurring the man-powe-   of »hat t.isk force.  It   is 

vital   that  thf>   IT;W 
T,TÍID0 str^*e,"y V:S-*-VJS the pre-investment 

problème should  be developed   fii-nt,   «imi  that   this strategy be 

based on * trjily empirical  observation of  the problems and 

bottlenecks  of '"TTD'B clients. TMs does not necessarily cause 

great  coats   Lr:  t«rms  of time  ard money. *o the contrary, a period 

ef 5  to t   months should be sufficient - plus the  tir;» needed  t© 

secure  the n^essary  cor.sert  by  the  executives of Uni DO. 

(f ) The  "task force* to   implement  the  new approach and  to as«ist 

UÎ'TDC'e   -lienta  in  solving their problems and bottleneck« «houli 

be built 'ip a-'-crlirf to  4he   reau'. re •".«.• n + p or the new strategy. 

flexibility,   i-tor-dipcirl irarj  'npthoris,  time- ani  cost-ctm»ri©us- 

ness will   certainly be amor,?  thn  reirii rements foT- member» ©f th»t 

task forre and  for the group te a whole.   In order  to meet  the«« 

requirements,   the gi-oup wiH   have  to consist not only of UTCIBO 

efficials but. also of consul tents - and of even mere specialized; 

experts  from  time to  time.   Project  management would  be practiced, 

and  "institutionalization" be avoided. 
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