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INTRODUCTION 

Objective and Scope of the Proposed outline 
(background infoMliltion) 

Objective: the Maooal is intended for investors, entrepreneurs, 
financiers, consultants, as a gu1de for the preparat1on 
of investllent projects for Sllilll and IM!d1Ull 
enterprises. 

SUbject: The Maooal shall deal w1th ~ preparat1on of 
projects w1th 1nvestllent costs rang1ng frOll 
US$ 50,000 to US$ 500,000 and for a s1ze of f1nis 
w1 th 20 or 110re persons engaged. 

Scope and Structure: The proposal shall include a deta11ed 
outline of the contents of the Mi•L:.al and brief 
substantive descrfptf ons. 

Part 1: 

As to the organf zatf on of the proposed Maooal - as per agreed 
outlfne - it shall deal in fts fh-st part w1th the preparatf on . 
of opportunfty and.pre-feasibflity studfes, further to be detafled 
and descrfbed in the respectfve sub-chapters . 

Part 2: 
The second part f s to contafn the deta11ed aspects of the 
preparatfon of feas1bf11ty studfes proper, related specfffcally 
to small and medfU11-sf zed fnvestment projects and shall serve 
as a kf nd of ·~1ueprfnt• for entrepreneurs and/or f nvestors, 
typfcally repr~sented by an 1nst1tut1onal 1nterlled1ary, a bank, 
or anot~er spec1a11zed agehcy. Relevant cross-references, 
wherever appropr1ate, shall be 111ade to aspects and chapters of 
the pre-feas1b111ty p~rt to show how these t1e 1n w1th 
feas1b111ty stud1es aild how they C0111Ple11ent each other. 

A specfal •reference case' 1s to be 1ncorporated for 111ustrat1ve 
purposes • 
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A) OBJECTIVES AND CONCEPT 

The proposed Manual for the Preparat1on of Feas1b111ty Stud1es 
for Sllall Enterpr1se Jnvestllent Projects addresses the need for a 
tool for the preparat1on and evaluat1on of projects 1n the Sllilll 

and lled1u.-s1zed bUs1ness sector. p:-111arny 1n lliHIUfactur1ng. 
It w111 be des1gned along the 11nes of the already ex1st1ng 
111nuals for the preparat1on and evaluat1on of larger 1ndustr1al 
projects and 1 nvestllents concerra1 ng however tf ee character1 st1 cs 
and needs of Sllilll and lled1Ull enterpr1ses. 

So far, a s1•11ar gu1de for Sllilll and lled1Ull-s1zett f1ns has 
largely been •1ss1ng. Th1s, desp1te the w1dely acknowledged fact 
that a stable and susta1ned econ0111c development tleeds a well 
structured 111nuf actur1 ng sector, t011Pr1 st ng a t.ea 1 thy mt xture of 
Sllall, lled1Ull, and large f1ns • 

Character1st1cs of Sllall Scale Enterprtses 

Wh11e larger 1ndustr1al enterpr1ses tend to be cap1tal-1ntens1ve 
due to large scale and relat1vely 1nflex1ble product1on 
processes, s11aller f1ns use lhlre labour-1ntens1ve pr0duct1on 
processes and show 1n general qreater flex1b111ty cater1ng 
rather for local 111rkets and de11and patterns. 
Sllaller f1ns moreover tend to 1nterrelate wtth large 1ndustr1al 
un1ts be 1t as supp11ers or as customers or prov1d1ng related 
serv1ces to c0111on cust011ers. Apart frOll such 1nterrelat1ons, 
there are add1t1onal sp111over eff~cts of 1M1tual benef1t w1th 

respect to, e.g., techn1cal 1nfrastructure, foriaat1on of hUllln 
cap1tal and d1vers1f1cat1on of bUs1ness 1n £Paera1. 

Jndustr1a11zat1on 1n Europe over the n1neteenth century 1n that 
sense 111ay stand as an exa11Ple Wh1ch greatly has been fostered by 

a grow1ng and well d1vers1f1ed structure of small and llled11111-
s1 zed f1r•s and the1r know-how. That partlc;ular 1nfrastr\lcture 
cont1nues to play a s1Jbstant1a1 rol~ and con~t1tutes a strong ancr 
1nd1spensable basts of Europe's 1ndustr1a1t1ed economtes as 1s 
generally well recogn1ze~ • 
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Thts experte~ce can be seen as an tndtcator that develcp11ent of 
the s11all and lledtum stzed bustness sector ts a key factor for 
developtng countrtes too. 

Heterogenetty, dtverstty, and the sheer nullber of 1nd1v1dual 
Sllilll and lled1um-s1zed f1r•s on the other hand 11•1t the 
poss1b111t1es of coherent planntng, pr0110t1on and control of 
develop11ent, thus requ1r1ng 110re flex1ble methods and procedures, 
adopted and geared to the spectftcs of that sector. 

lhe need for a •new-, spectftc 11anual for the preparatton and 
evaluatton of tnvestllent projects for s11all and lled1Ull s1zed 
enterprtses artses from the out11ned dtfferences 1f compared wtth 
large scale 1ndustr1al projects. They necessttate a dtfferent 
procedure and spec1al features of such a 11anual, Witch wtll be 
descrtbed tn greater deta11 tn the follow1ng outltne. 

lnvestllent projects _;~~-Sllall Scale Enterprtses 

Pre-1nvestllent stud1es for projects of small scale 1ndustr1es 
wtll refer 11atnly to the estab11shment of such enterpr1ses. 
Most other tnvestllent dec1~1ons of s11all enterpr1ses, 11ke 
replacement, modern1zat1on, et alta, w111 be based on •good 
judgement• of the entrepreneur and stmple project1ons of 
f1nanc1al cost-benef1t rat1os and demand. The stze of such 
1nvestlllents usually does not allow for more thorough feas1b111ty 
stud1es. 

for the foundat1on ef s~all scale enterpr1ses the cost of 
pre-1 nvestllent stud1 es w111 be, 1 n genera 1 , too 1 arge ta~-b! borne 
by a stngle project. Therefore, th1s Manual proposes to prepare 
ooportuntty and pre-feas1b111tv styd1es for well def1ned 
•typ1cal" and repeatable 1nvestllent projects. Promot1on of these 
st:Jd1es (e.g. by development and ftnance 1nst.1tut1ons) could then 
spread the cost over a number of projects. The potent1al 
tnvestor who ts, because of a favourable pre-feas1b111ty study, 
1nterested 1n 1mple.ent1ng a concrete project would need a 
teas1b111ty study. However, most of the data assessed for the 
pre-feas1b111ty study would st111 be va11d and only a 11m1ted 
number of project spec1f1c data would have to be determ1ned and 
1ncluded f n the analysts. 



Th1s would requ1re that the structure and contents of pre­
feas1b111ty and feas1b111ty stud1es would have to be standard1zed 
and part of the necessary 1nput Cbas1c data> for pre-feas1b111ty 
and feas1b111ty stud1es would have to clllle frOll data banks. 
SUch data banks could be developed by pro~er research 
1nst1tuttons when execut1ng p1lot projects or pre-feas1b1l1ty 
stud1es. 

The ava1lab111ty of s~~h data and a harmon1zed proce~ure for 

project-related pre-1nvestllent stud1es would reduce the related 
cost and support 111ple11entat1on of progra•s for development of 
sllilll scale enterpr1ses. 

The respect1ve data Danks would be avatlable at the Sllilll 
bus1ness research un1t, where they are to be establ1shec:I and kept 
up to date, tn close cooperat1on w1th the development agenc1es 
and f1nanc1ng 1nst1tut1ons. 
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Relevance of 1nst1tut1onal sett1ng for 511111 and lled1Ull s1zecl 
f1ras 

The 1nstitut1onal fra.ework of an econ011y 11ay be taken as an 
1nc:l1cator of development: the 11<>re developed a country. the 110re 
d1vers1f1ed and densely d1str1bUted (1n a geographical sense) are 
1ts 1n~t1tut1ons. These 1nst1tut1ons serve 11a1nly as an 
1nstruaent to 11111>le11ent government's development pol1c1es, as 
well as lled1ators 1n case of conf11cts between 1nd1v1dual 
1nterests and overr1d1ng concerns and dec~s1ons at reg1onal 1 

nat1c~.al or overall soc1o-po11t1cal levels. 
for exa111>le: representat1on and channe11ng of s1m11ar tasks and 
1nter~sts - e.g. on sectoral bas1s - may be cons1dered a typ1cal 
funct1on -1n that context: tak1ng on c01110n tasks on behalf of 
1nd1v1dual c11ents 9r llelllters 1n a cooperat1ve 11anner render1ng 
Jo1ntly required serv1ces; channe11ng of 1nfon1at1on; prepar1ng 
and transl1t1ng as well as part1c1pat1ng 1n the fonulat1on of 
relevant pol1t1cal dec1s1ons; etc. 

It 1s obv1ous that the need for 1nst1tut1onal serv1ces 1ncreases 
the 110re d1vers1fied and smaller the ind1v1dual ~n1ts are. 

The role of entrepreneursh1p 

Entrepreneursh1p can be v1ewed as central for t.~e dynam1cs of 
development and 1t 1s the •ore 111portant and cruc1al 1n the case 
of small and med1um-s1zed f1rms 1 Where the role of the 
entrepreneur qu1te often 1s that of an 1nvestor 1 manager, 
f1nanc1er and owner 1n one; be1ng more or 1ess 1nvolved 1n the 
nort1al day-to-day operat1ons. The entreprenaur 1n that sense 
represents net merely a capfta11st type ownersh1p Dut typ1cally 
becomes the •center of act1v1ty.• The entrepreneurs prof11e 
or persona11ty, h1s professfonal sk111 (management 1n general, 
organ1zatfona1, commtrc1al, techn1ca1, ..•.••• ),and h1s 
professf onal experf ence w111 be key-ele~.ents, Wh1ch w111 
practfcally determ1ne success or fa11ure of an fnve~tment 
pro.1ect. 
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Whereas techn1cal and 11anager1al sk1lls are be1ng v1ewed as 
learnable, transferable, and teachable, entrepreneur1al sk1lls 
are to a con~1derable extent assoc1ated w1th 1nd1v1dual dr1ve and 
talent. MorP. recently however, attempts are be1ng 11ade to 
1dent1fy spec1f1c entrepreneur1al sk1lls on a rat1onal bas1s and 
to develop respecttve curr1cula for teach1ng progra•s for future 
entrepreneurs. 

An entrepreneurtally conduc1ve c11.ate 1n a gtven econ0111c anc! 
soc1al sett1ng 1 a proper •entrepreneur1al culture• or trad1t1on 
no doubt 1nfluences 1nd1v~d'.Jal att1tudes and dec1s1ons v1s a v1s 
entrepreneur1al 1nvolvement and an •entrepreneurtal class• 1n 
general. 

Assoctated w1th a well entranced tradtt1on of entrepreneursh1p 
are certainly a d1vers1f1cat1on of relatea skills, wh1ch 
const1tute a kind of iB11ater1al econ0111c asset not or,ly fur 
the 1ndividual but also for the econo11y. These 1..ater1al assets 
or hUllan capttal are essent1al catalysts for foster1ng future 
entrepreneurs and econom1c development fn Jtself. 

Envfros-.ent 

A bustness env1ronment that fosters enterprise development, 
is charactertzed by a 11Ult1tude of factors: e.g. 
111arket regulations, access to the market, f1nanc1a1 markets, 
1nst1tut1onal aspects, tnfrastructure, gover11111ent practises, 
1.age of entrepreneur1a1 activity, soc1a1 secur1ty, access to 
f1nanc1a1, human and technolog1ca1 resources and serv1ces. 
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In 11e>st develop1ng countr1es as well as 1n 11ar.y 1ndustr1a11zed 
countr1es 1ndustr1al de~elopment po11c1es or plans concentrate on 
large bUs1ness. The for11Ulat1on of development pr1or1t1es and 
the def1n1t1on of growth-areas 1s undoubtely 1mportant for the 
d1str1bUt1on of resources and for the select1on of 1nvestllent 
projects. Opportun1ty and pre-feas1b111ty stud1es would f1rst of 
all prov1de necessary 1nfor111t1on for for11Jlat1on 1 evaluat1on and 
rev1s1on of these development pr1or1t1es. 
11111e development plans 11ay address the need for st11M.11at1on of 
the lled1Ull s1zed f1r11s 1 pre-1nvestllent stud1es for related 
projects are hardly ever concwcted. 

The cost for suff1c1ently deta1led pre-1nvestllent stud1es as 
related to the 1nvestllent cost for such projects are usually 
v1ewed as too h1gh. If 1t 1s acceptable that opportun1ty and 
pre-feas1b111ty stud1es for s11all projects 1n the range of 
US$ 50.000 to US$ 500.000 be prepared so as to demonstrate 
feasfb11fty characterf st1cs of typfcal and reproducable 
1nvestllent projects, the cost of these stud1es would be spread 
over a nullber of s1m1lar projects. Cons1der1ng the1r nature 
and-object1ves these stud1es would also have to refer to more 
general, however related object1ves of 1ndustrial development 
1ncluding sectoral and regional development aspects. 

Each pre-feasfbi11ty study could, thus, cover a nultber of 
projects w1th s1m1lar character1st1cs, prev1ously ident1ff ed and 
analyzed in an opportunity study. 
The projects however, would have to be sufficiently homogeneous 
to jus~1fy such a concept for the preparation of the studies • 

Opportun1ty and pre-feas1b111ty stud1es w111 allow 1nst1tut1ons 
e~tab11shed for development of the s11all enterprise sector to 
def1ne 1nvest.lllent projects and to support preparat1on of 
feas1b111ty studies for concrete s1ngle projects 1n cooperatf on 
w1th potent1al investors and entrepreneurs. Cost restr1ct1ons 
w111 1n most cases requfre that these feas1b111ty stud1es be 
conducted at the local level (probably and ma1nly w1th local 
experts.) 
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B) OUTLINE OF THE MANUAL 

lntroduct1on 

The 1ntroduct1on of the Manual w111 conta1n general 1nfoniiat1on 
and cons1derat1ons as 1ncluded 1n th1s report under A), such as 

-character1st1cs of s11a11 e~terpr1ses 
-1nve~tllent projects for small enterpr1ses 
-relevance of 1nst1tut1onal sett1ng 
-the role of entrepre~eursh1p 1n Sllilll f1r11s 
-env1roment 

The 1ntroduct1on shall po1nt out the bas1c d1fferences between 
large and small projects, def1ne the techn1cal ter11s as used 1n 
the Manual and 1ntroduce the reaaer 1nto thf.! des1gn, object1ves 
and concept of the Manual • 

1. Opportun1ty and pre-feas1b111ty stud1es 

1.1. Op9ortun1ty stud1es 

The search for bus1ness opportun1t1es 1s nor11ally the start1ng 
po1nt of any entrepreneur1al act1v1ty. Depend1ng on the stage of 
development of a country relevant expert1se and 1nfor11at1on for 
the 1dent1f1cat1on and def1n1t1on 01 business opportun1t1es 11ay 
be 11•1ted very often. If th1s 1s the case 1nst1tut1ona1 support 
through appropr1ate agenc1es would be requ1red. Jnvestllent 
opportun1t1es 11ay be found along the lines of develop11ent plans 
supple11ent1ng these plans or new opportun1t1es may be 
determ1ned, leading to plan rev1s1ons. 

Because of the purpose and nature of opportun1ty stud1es, 
1nforut1on or data to be 1ncorporated w1th the study would 
reflect the general techn1cal, f1nanc1al and econ01t1c aspects of 
a bus1ness sector rather than a single enterpr1se's project • 
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Relevant and 111portant parameters to be 1ncorporated when 
prepar1ng an opportun1ty study are for exa111>le: 

-Def1n1t1on of nat1onal/reg1onal development goals, 
-Deftnttton of strategtc obJecttve of the project, 
-Overall demand and 11arket patterns (t111>ort-substttutton1 export). 
-Avatlab11tty of project tnput: 
labour, know-haw and hUlliln capttal; 
raw 11atertal 1 t•thnology; 
ltnkages &nd tnterrelat1ons wtth other tndustrtes 
and/or sectors, d1strtbut1on channels and 11arkettng 
outlets (d<>11est1c •"4/or 1nternat1onal), 1ntegrat1on 
wtth ex.tsttng tndustrtes • 

For the evaluatton of a project tdea (opportuntty) tt wtll also 
be necessary to tnclude certatn macro-economtc data (rat1os, 
etc.) as, e.g .• tncome levels, per captta consu111Pt1on, etc . 

Opportuntty studtes concentrate more on general bustness 
sttuattons related for exa1111>le to regtons, subsectors, resources 
and overall net gatns; therefore, they wtll bP. sketchy and have 
to rely matnly on aggregated data and general propostttons rather 
than an tn-depth detatled analysts. 

Opportuntty studtes are prepared for a ftrst screentng and 
evaluatton of tnvestment tdeas and proposals. They would serve 
to determtne whether ~ development or planntng tnstttutton should 
go ahead wtth pre-feas1b111ty studtes and whether potenttal 
groups of 1nvestors are 11kely to be tnterested tn 1mplement1ng 
1nd1v1dual projects . 
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Object1ies and contents of opportun1ty stud1es for s11all projects 
d1ffer - to scne extent - frOll those prepared for large scale 
1ndustr1al projects. for exa11ple labour-related quest1ons 11ke 
ava11able expert1se or hUlliln cap1tal 1n general. the 
1nst1tut1onal 1nfrastructure and the ava1lab111ty of bus1ness 
serv1ces w111 be of greater 1mportance for s11a11 s1zed 1nvestllent 
projects than for large 1ndustr1al projects. I~ the Sllilll 
enterpr1se sector locat1ons are pred0111nantly consumer or1ented. 
supply funct1ons for local 11arkets as 1nd1cated by average number 
of 1nhab1tants per enterpr1se and per employee, or average 
spend1ng per 1nhab1tant for related products or serv1ces are not 
only bas1c 1nd1cators for ex1st1ng opportun1t1es but also 
suggest poss1b1P. locat1~1s and poss1ble number of spec1f1c 
projects, already at tt.is stage of the analys1s. 

1.2. Pre-feas1b111ty stuci1es 

Opportun1ty anel pre-feas1b111ty stud1es for small 1nvestllent 
projects would be prepared and sponsored by development 
organ1zat1ons. The stud1es would descr1be and analyze typ1cal 
(standard) projects Wh1ch should be reprOducabl~. 

Pre-feas1b111ty stud1es for small 1nvestment projects w111 
address a range of s1m11ar propos1t1ons (based on a spec1f1c 
and concrete project 1dea) rather than an 1nd1v1dual project. 
It may 1nclude rat1os and overall cash-flow project1ons rHther 
than deta11ed break-JP of cash-flows from 1nvestment an<! 
operat1on. 

Pre-feas1b111ty data and results are later to be 1ncorporated and 
spec1f1ed 1n the feas1b111ty stuo1es proper; therefore. pre­
feas1b111ty and feas1b111ty stud1es shall 1n pr1nc1ple be 
structured along the same 11nes. They would ma1nly d1ffer w1th 
regard to the data sources. 
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1.3 Contents of a pre-feas1b111ty study 

1.3.1 Execut1ve sUllllilry 

The results of the pre-feas1b111ty study should be presented 
for conven1ence of presentat1on 1n an ececut1ve su1111ary. The 
su1111ary should conta1n all the bas1c 1ssues, 1nclud1ng 
conclus1ons, evaluat1on of alternat1ves and d1scuss1on of 
cr1t1cal aspects 1n a condensed for•. It w111 serve as a qu1ck 
reference for potent1al 1nvestors, entrepreneurs and local 
agenc1es. 

The pre-feas1b111ty study should arr1ve at 1nvestllent cost 
est1mates w1th1n a ~arg1n of error of about +/- 15 to 20 i and 
prov1de the entrepreneur, 1nvestor and/or pr011ot1ng agenc1es w1th 
checkl1sts for the feas1b111ty ~tud1es . 

1.3.2 Project descr1pt1on 

The project descr1pt1on should conta1n the backgound and project 
h1story and all the bas1c features of the project(s), espec1ally: 

- type of 1ndustry, products 

- technology 

- target groups (customer prof11e, demand patterns) 

- s1ze or range of 1nvestment. 

The project descr1pt1on should also 1nclude bas1c 1nformat1on on 
the 1mportant macroeconom1c var1ables: descr1pt1ve data on the 
economy as a Whole as well as of the respect1ve sector such as 
average s1ze and reg1onal d1str1bUt1on of f1rms; aspects 
pert1nent for the overall entrepreneur1al chmate 1nclud1ng 
organ1zat1ona1 structure of the economy and soc1o-pol1t1ca1 
cond1t1ons; degree of 1nst1tut1ona11sat1on and decentra11zat1on 
of such 1nfrastructure on reg1ona1 and local levels . 
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case 5tudy: a case study - as aggreed - shall exemp11fy the 
contents and structure of pre-feas1b111ty and feas1b111ty study. 
At the end of each sub-chapter references w111 be •de to the 
(theoret1cal) •case• 1n order to show how the 'theory• shall be 
translated 1nto real f1gures . 

1.3.3 Market and plant capac1t1es 

Est111ates of de11and and •rket s1ze; sales prmot1on, 111artet1ng 
strateg1es, 1ncluc11ng dev1ce of d1str1but1on channels. Des1gn of 
product1on progr1111e and plant capac1ty w1th est1aates of 
alternat1ve 1nvestllent cost (w1th a v1ew as of such pre­
feas1b111ty be1ng operat1onally app11cable to a range of s1m11ar 
proJects). 

Est111ates could be expressed e1ther as a110Unts 
(frOll .... to .... ) or as rat1os as for 1nstance spend1ngs per 
household or per 1nhab1tants per enterpr1se. 

-

References could be aade to •1n1.,• requ1rements (e.g. •1n1llllll 
plant s1ze). Poss1b111t1es of Jo1nt arrang£11ents and cooperat1ve 
efforts 1n such areas as sales pr0110t1on and 11arket1ng aay also 
be explored. 

(Case study.) 
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1.3.4 Mlter1a1 1nput 

C011Pr1s1ng 1n part1cular raw 11ater1a1s 1 sell'f-f1n1shed and 
f1n1shed products; poss1ble subst1tutes; da11est1c and/or 
1nternat1ona1 ava1lab111ty; pr1ce structure and forecast of 
pr1ce-develop11ents; qua11ty aspects, cons1stance and rel1ab111ty 
of suppl1es; related transport cost; storage fac111t1es (cost. 
bu11d1ng requ1rements 1 etc.) 

cease study). 

1.3.5 Locat1on and s1te 

The 11a1n pr0ble11 areas to be covered by th1s chapter are: 

* Poss1ble alternat1ves of 1ocat1on: 

- spat1al and reg1onal cons1derat1ons w1th spec1al regards to 
geograph1c cond1t1ons as well as to 11arkets 1 111arket1ng strategy 
and d1str1but1on. 

- cond1t1ons and/or ava1lab111ty of techn1cal 1nfrastructure 

- transport fac111t1es (roads, tra1n, and other traff1c 
co11nect1ons,coanun1cat1011 access (ma11, telephone, telepr1nter) 
and ex1stence of bus1ness related 1nst1tut1onal 1nfrastructure. 

* Bu11d1ng related cost: 

- cost est111ate of requ1red land and s1te prepcar~t1on 
- cost est1111ate of prov1s1on of necessary add1t1ona1 1nfrastructure 
- bu11d1ng perm1t 
- potent1al env1rot1111ental 1inpact and restr1ct1ons 
- legal prov1s1ons and expenses 

- bu1ld1ng related tax considerat1ons (1ncent1ves, subs1d1ar1es, etc.) 

15 
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* ~1nstruct1on and 11a1ntenance: 

- ava11at111ty and exper1ence of contractors 
- ava11ab111ty, qua11ty ~nd cost of bu11d1ng 11ater1als 
- cost of construct1on 

* Plant organ1zat1on: 

- flow of 11ater1als (1nclu~1ng storage fac111t1es for raw 
11ater1als 1 half-f1ntshed and f1n1she<f goods) 

- organ1zat1on of productton, adll1n1strat1on and sales 
( d1 str1 but1 on) 

(tase study) • 

1.3.6 Eng1neer1ng and techntcal aspects 

Th1s chapter C0111Pr1ses 1111nly the followtng problem areas: 
- chotce, ava11ab111ty and cost of technology and equ1pment; 
- techntcal des1gn of plant, 11ach1nery, etc.; necessary techn1ca1 

tnfrastructure fac111t1es (energy, water, waste deposal, sewage, 
1nclud1ng related ecolog1cal constderat1ons and prov1s1ons); 

- constructton and bu11d1ng requ1rements. 

These 1ssues vary strongly by type of 1ndustry. Therefor~, any 
manual address1ng the small bustness sector 1n general can not be 
too spectf1c. However, the- proposed Manual shall not only 
prov1de lheckl1sts and advtce on the procedure of select1ng 
appropr1ate technolog1es but also enumerate sources of 
1nformat1on ava1lable locally, reg1onally, nat1onally or 
1 nternat1 onal l y. 

cease study) • 
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1.3.7 ManpoM!r and expert1se 

01st1nctly d1fferent frOll stud1es for large 1ndUstr1a1 
1nvestllents th1s Chapter should 1nclude the •entrepreneur1a1• 
requ1re11ents. Thts refers to the entrepreneur1al qua11t1es as 
..ell as the 111nager1a1 and techn1cal sk111s wh1ch a potenttal 
entrepreneur w111 need for the successful 1111>le11entat1on of 
respect1ve projects . 

Overall descr1pt1on of llilnpower requ1ra.ents: 
- requ1re11ents of techntcal and 111nager1a1 sktlls 
- spec1f1cat1on of personnel requ1red by level of expert1se 

Ava1lab111ty of 1anpower and for..tton of sk1lls 

- Ex1st1ng expert1se and ava11able sk1lls (local, regtonal, 
nattonal and 1nternat1onal); 

- schools and tra1n1ng fac111ties • 
- On the job traintng syste11s and fac111ties. 

Labour cost 

(Case study). 

- on related corporative levels (relation to 

average 1nc011e; legal provisions) 
- related cost: taxes, social secur1ty, benefits, pension 

r1ghts, etc. 
- necessary facfltties 

1.3.8 Project i11Plet1entation and f1na"cfng 

Project fmplementatfon refers to the perf od between the dec1sf on 
to fnvest and the start of comnercfal productfon. Thf s part of 
the Manual wtll deal w1th the desfgn of.a tfme schedule for the 
1mplementatf on phase. Th1s should 1nclude the f1nancf al 
requfrements at each f11Plementatf on step. 

Jn thf s context ft w111 be necessary to df scuss dffferent sources 
of ff nances and the flow of ffnances needed to float the project 
unt11 and beyond the start of product1on. 

(Case study) 
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1.3.9 lnst1tut1ona1 1nfrastructure 

The 111pOrtt.oce of an eff1c1ent 1nst1tut1ona1 1nfra:>tructure 
espec1ally for the Sllilll and lled1U11-s1zed enterpr1ses can hardly 
be overstated; therefore, th1s aspect requ1res part1cular and 
careful attent1on at whatever level, be 1t local, reg1onal or 
nat1onal. 

Th1s refers to organ1zat1on as well as to reg1onal structure of 
trade un1ons, employer's organ1zat1ons, challbers of c01111erce arrJ 
related bus1ness assoc1at1ons, relevant adlt1n1strat1ons, 
po11t1cal and soc1al bod1es, as well as f1nanc1al 1nst1tut1ons, 
sc1ent1f1c and econom1c researeh 1nst1tutes, etc., Wh1ch 11ay be 

relevant for the feas1b111ty of the 1nvestllent project. 

SUch 1nst1tut1ons would be poss1ble 1nterlled1ar1es or 
adll1n1strators for the pr0110t1on and control of Sllilll or lled1Ull­
s1zed projects. Jn 11any cases these 1nst1tut1ons 11ay be 1nvolved 
d1rectly or 1nd1rectly 1n the dec1s1on llilk1ng process and 1r 
foster1ng or coord1nat1ng the pre-feas1b111ty stud1es proper. 

A praperly des1gned Manual would be a part1cularly valuable gu1de 
to strea•11ne and rat1ona11ze the procedurJ of project preparat1on 
and evaluat1on. 

Apart fro. th1s poss1ble funct1on the 1nst1tut1ona1 infrastructure 
prov1des necessary 1nputs, serv1ces and know how. 
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OVerv1ew: 

The most 1ll(>Ortant pub11c 1nst1tut1ons at the nattonal level are 
- plann1ng offices. 
- nat1onal development banks. 
- the COllpetent aUthor1t1es 1n the •1n1str1es 

of sc1ence. researcri. educat1on. f1nance. 
1ndustf'y and trade. construct1on. traff1c. soc1al 
affalrs. etc . 

Sell1-pr1vate and pr1wate <capperat1ve> 1nst1tut1ons are for 
1nstance: trade illllt labor untons. 

Challbers of comer~ and trade and the1r relevant 
serv1ce 1nst1tut1ons (consult1ng. pr0110t1on), 
cooperat1y~ f'Mnc1ng 1nst1tut1ons. 
export/1ll(>Ort cooperattves. 
producer and consUller cooperat1ves, 
educat1onal 1nst1tut1ons (educat1on/tra1n1ng for adults, 
profess1onal schools). 
pr1vate serv1ces (consultants, c01111erc1al houses, 
transport, bus1ness and legal serv1ces, etc.) 

Of course, not all 1nst1tut1ons w111 be represented on the 
local level; the necess1ty for the1r local representat1on w111 
depena on the nature of the project as well. as on the frequency 
and 1ntens1ty w1th wh1ch such serv1ces are needed . 

Pre-feas1b111ty stud1es should, due to the proposed Manual, deal 
w1th the 1nst1tut1onal 1nfrastructure 11a1nly under the follow1ng 
aspects: - necessity of spec1f1c serv1ces for the spec1f1c type 

of 1ndustry (reg1on, bUs1ness s1ze, etc.); 
- ava11ab111ty of these serv1ces; 
- qua11ty and pr1ce of these serv1ces (1nclud1ng 

cost-benef1t est111ate) • 

(Pre-feas1b111ty stud1es - and the Manual - should not be 
expected to deal w1th sett1ng up such 1nst1tut1ons nor w1th small 
bus1ness-pol1c1es and progra.wes as such.) 

(Case study) • 
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1.3.10 F1nanc1a1/econoslc evaluatton 

An 1ntegratet! approach requtres that projects are evaluated 
not only on the basts of a f1nanc1al analysts, but also 1nclude 
1:ffects on the soctal and econ011tc envtroment.Therefore, the 
11acro-economtc evaluatton shall be 1ncluded tn thts chapter of 
the pre-feastb111ty study, to show posstble effects for the 
econ011y of a regton or sector, when a llUlllber of tndtvtdual 
projects of that type 1s 111Plscnted. 

s.:-rtzed market data and related cost estt11ates, show1ng the 
projected str..eus of project (i~vestllent) expend1ture with 
cash-flow projecttons; estt11ates on annual product1on cost, as 
well as cost per, 1n1t; dellilnd est1.ates and revenues. 
A ftnanc1ng plan·-w,tr. spec1f1c sources of ftnance and projected 
f1nanc1a1 cost, !hall be 1ncluded 1n th1s chapter, as well as: 

the ftnanc1al evaluatton: rate of return (tnternal, ftnanc1a1) 
calculattons; 
pay-back per1od; 
break-even a~ialysts; 
senstttvtty analysts; and the 

overall inacro-econollfc evaluatton: econ011tc rate of return, 
1ncludtng e.g. envtroraental aspects, etc.; the extent and/or 
1ntenstty of such evaluattor w111 depend on the overall 
111Portance, stgn1ffcance and potenttal tnipact of the development 
of a respect1ve sector or reg1on. 
The nat1onal econe>111c evaluatton should be only 1ncorporated tn 
the pre-feastb111ty study; the local admtntstrators and 1nvestors 
or entrepreneurs w111 not have the experttse to conduct such an 
eva 1 uatt on. 
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Key success factors 

As a spec1al operat1onal feature. relevant key success factors 
shall be estab11shed 1n the for11 of a spec1f1ed project related 
checkl1st for rat1ona11zat1on of evaluat101: as well as for CCJllP8rat1ve 
purposes; 

these factors of course w111 vary by type of project. by 11arket 
and/or de11and patterns, accord1ng to reg1~nal cond1t1ons, etc. 

lnd1cat1ve for such factors 1 e.g. 1 would be 
- degree of d1vers1f1cat1on 
- expert1se of persons engaged 
- cond1t1ons of pa,yment 
- flilrket share 
- proaotton and 11arket1ng 
- d1str1but1on 
- rel1ab111ty of del1very 
- des1gn of products 
- qua11ty aspects 
- techn1cal serv1ces 
- pr1c1ng pol1cy 

The result of th1s exerc1se w111 be a prof11e of the kev success 
factors h1gh11ght1ng pr1nc1ple features for poss1ble success or 
fa11ure. At the sa•e t1111e 1t h1gh11ghts the sens1t1ve areas, to 
wh1ch spec1a1 attentf on has to be payed f n 1ay1ng out the des1gn 
of a specff1ed project (feas•~111ty study). 

(Case study). 
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z. reas1b111ty stt;d1es 

Z.1 Prmot1ona1 act1v1t1es aoo 1nvest11ent phase 

Any pr0110t1onal act1v1t1es are to be 1n1t1oted well ahead: 
potent1al 1nvestors 1 1nst1tut1onal as well as ad•1n1strat1ve 
support should be act1vated as soon as poss1ble 1n tne course of 
project preparat1on w1th a v1ew to effect1ve 111ple11entat1on later 
on . 
The Manual proper shall 1nclude references to var1ous ~rOllOt1onal 
programs and stateg1es approp1ate for the support of 1avestment 
projects 1n the smll and lled1um bus1ness sector • 

Z.Z Feas1b111ty stud1es: obJecttves 

Ind1v1dual feastb111ty stud1es can be a costly exerctse, espec1ally 
for projects w1th an env1sage<J 1nvestment vo1u11e of US$ 50.000 

to 500.000. 

The cost for opportun1ty and pre-feas1b111ty stud1es per un1t can be 
reduced 1f such stud1es are conducted for a nullber of s1•1lar 
projects. 
Depend1ng on the number of projects only a fract1on of the cost 
can be attr1buted to an 1nd1v1dual project. Macroecon0111c benef1ts 
of the investment could be used as a rat1onale for a system where 
the cost for opportun1ty and pre-feas1b111ty studies are covered 
by pub11c funds, thereby freeing the 1nd1v1dua1 project of this 
f1nancia1 burden • 

for the same reason the cost of the feasib11ity study should be 
kept as low as poss1ble; as ment1oned before this restrict1on 
11eans tnat the feas1b11ity study should be conducted at the local 
level wfth locally ava11able personnel wh1ch 1n most cases w111 
lack the ner.essary expert1se or means for complicated 
i nves t1gat1 ons • 
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A feas1b111ty study w111 only be conducted 1n cooperat1on and on 
behalf of a concrete 1nterest of an entrepreneur and 1nvestor. 
The cost for the feas1b111ty study are part of total 1nvestllent 
for the project. 

As 11ent1oned before, 1deally, the prep3rat1on of the feas1b111ty 
study 1s to be conducted by the local branch of a development agency 
or f1nanr1ng 1nst1tut1on. The obl1gat1ons of th1s agency or 
1nst1tut1on would 1nclude the evaluat1on of the project as well 
as the control of the 1mplementat1on (on behalf of 1nvestors). 
Furthen10re, one of 1ts most 111portant tasks 1s the cont1nuous 
support of the entrepreneur, whereby the local branch of the 
1ntcned1ary agency 1n turn w111 be supported (and controlled) by 
the central un1t. 

A 11ater1al part of that support are the data collected for the 
pre-feas1b111ty study. The collected data can be understood as a 
pool of 1nforllilt1on or data bank frOll wh1ch the baste data for 
the feas1b111ty study can be obta1ned. However, the feas1b111ty 
study w111 have to 1nclude data on the local cond1t1ons of the 
1nd1v1dual project. 

However, a feas1b111ty study shall be more than only a way of 
cred1t approval. Its ma1n object1ve has to be the preparat1on 
and evaluat1on of a bus1ness opportun1ty and 1t has to prov1de 
the entrepreneur w1th bas1c 1nformat1on to foJWJlate h1s bus1ness 
strategy and to project future cost and rece1pts; secondly 1t has 
to prov1de cred1tors w1th an evaluat1on of the project. 
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2.3 Contents of a feas1b111ty study 

2.3. 1 Execut1ve ~ry 

As 1n the pre-feas1b111ty study the sumary should prov1de the 
reader of the study w1th a short vers1on of the report, Nh1ch 
conta1ns the coc:pr1sed results of the study, as well as a 
conclus1ve evaluat1on of the project. 

It should descr1be the project h1story, refer to correspond1ng 
opportun1ty and pre-feas1b111ty stud1es and ne11e the promoters of 
the program a!i' well as the pra.ter(s) of the local project. Th1s 
1ncludes the 1nst1tut1ons Wl1Ch w111 ad•1n1ster the proJect 1n 
cooperat1on w1th the local entrepreneur(s). 

The SUlmlilry shall also 1nd1cate how the project relates to the 
econ0111c and 1ndustr1al po11c1es and the (local) econ011fc 
structure. 

Oeta1led results shall be d1splayed 1n the form of structured 
overvfews, whfle a descr1pt1lin of •ethods and d1scuss1on of 
results w111 be restr1cted to the correspond1ng chapters. 

Overvf ews: 

- Market and plant capac1t1es 
- Mater1al 1nput 
- Locat1on and s1te 
- Eng1neer1ng, techn1cal aspects 
- Manpower and expert1se 
- Project f11plementat1on/ff nanc1ng 
- Jnst1tutfona1 support 
- ff nancfal/econ011f c evaluatfon 

ff nanc1al cost/benefft est1.ates 1n such overvf ews are to be 
related to perf ods of constructf on and operatf on. 
(l11ple111entatfon, start up phase, full capacfty utflfzatfon). 
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Macro-econo111c var1ables 

Most 11acro-econ0111c var1ables w111 be der1ved frOll the data f1le 
of the pre-feas1b111ty study. 

Macro-econ0111t var1a~les are, e.g., RUll!)er of f1r11s w1th s1m11ar 
and/or related product1on prograa.e 1n the reg1on or loca1 area 
- the geograph1c 11•1ts w111 be deten111ned by the envf saged 
11arket - , aggloaerat1ve or COlllpet1t1ve effects the ex1st1ng 
econo111c structure w111 exert on the new project (f1n1), and the 
ex1st1ng fnst1tut1ons represented on the local level. 

Macro-econo111c var1ables also 1nc1Ude legal requ1rements and 
restr1ct1ons for the 1mplementat1on of the planned project and 
1ts operat1on, as for 1nstance env1roraental protectfon laws and 
bookkeep1ng requ1rements. 

(Case study). 
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2.3.2 Project descr1pt1on 

Th1s chapter 1s to conta1n a deta11ed descr1pt1on of the bas1c 
features of the 1ntended project, that 1s: 

- lucat1on: town, v11lage, county 
- target groups: pr1vate consumers, other 1ndustr1es, 

pub 11 c de11and; 1O.:cl1 , reg1ona1 , nat1 ona l and 
1nternat1onal markets 

- product1on progra1m1e: products, serv1ces 
- technology: 11ach1nery, 11censes, 1nnovat1on and 

or1g1n of tec~nology 
- 1ntended 1nvestllent: bu1ld1ng, 11ach1nery, etc. 
- est111ate of total 1nvestllent 1n value of 

local currency (or US $) 

These character1st1cs should relate to t~~ results of the pre­
feas1b111ty study as follows: 

Pre-feas1b111ty stud"' Feas1b111ty study 

product1on progra• type of 1 ndustry, products 
technology 
target groups 
range of 1nvestllent 

1ntended 111vestment (inach1nery,etc.) 
spec1f1c markets, demand patterns 
est1mate of total 1nvestment 

The 1te.s of thP feas1b111ty study are 1n general 110re 
spec1f1c and batter def1ned (e.g. +/- 15 I) than the 
correspond1ng 1tems of the pre-feas1b111ty study; t~e latter 11ay 
1nclude~ e.g., a range of (related) products or tech·n1ca1 
processes, and thus be more comprehens1ve Wh1le the feas1b111ty 
study has to be spec1f1c and has to choose frOll the range of 
alternat1ves as presenteu 1n the pre-feas1b111t1 study. . 
Therefore, feas1b111ty stud1es are not to conta1n, e.g., products 
not 1ncluded 1n the pre-feas1b111ty study nor shall est1111ates of 
total 1nvestllent surpass or fall short of the defined range of 
1nvestllent cost (+/- Jo I as a rule). 



Further110re, pre-feasfbflfty studfes should provfde data ff les, 

1ncl1cators and 11eth0ds of data evaluat1on; out of thf s data pool 
locally relevant 1nd1cators are chose for the feas1b111ty study 
wh1ch, cOllb1ned w1th locally collected data w111 be used to 
prepare the feas1b111ty study (e.g. to est111ate 11arket de11and for 
an 1ncl1v1dual project.) 

cease study) 
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2.3.3 Market and :»lant capac1ty 

Plant capac1t1es are deter111nec1 by the s1ze of 1nvestllent, 
product1on programe, technology and 11arket s1ze . 

In a g1ven geograph1cal area and a largly predetera1ned 
1nvestllent s1ze the est111ate of present and future de11and w111 be 

based on 1nd1cators as suggested 1n the pre-feas1b111ty study • 

Oepend1ng on the target group such est111ates could be based on 
average 1ncme, average spend1ng or est111ated spend1ng on 
(s1•11ar) products, rlllber of 1nhab1tant~, forecast of populat1on 
growth, forecast of 1ncome development, nullber of CCJ11Pet1tors 
(local, nat1ona1, 111ports), average s1ze of compet1tors and 
11arket share. 

The est111ate of the market demand 1s not only a detera1n1ng 
factor for the plant s1ze but also for the 11arket1nq strategy: 

- product pr1c1ng 
- cond1t1ons of pa,y11ent 
- pr0110t1on 
- d1str1but1on and sales organ1zat1on 
- serv1ce ~rgan1zat1on 

and the oroduct1on progra•: 
- product des1gn 
- qua11ty spec1f1cat1ons 
- quant1t1es produced annually (capac1ty ut111zat1on) 
- storage requ1rements 
- d1vers1f1cat1on - d1fferent models, etc • 
- flex1b111ty 
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The deten11nat1on of the plant stze deteratnes 1tself aga1n a 
var1ety of dec1s1ons: 

- ser1al product1on (s1ze of sertes, econ0111es 
of scale?) arwJ/or custom-111de products 

- t111e schedUle of product1on 
- e111ss1ons - wastes arwJ effluents 
- t111e schedule 

Wh11e the pre-feas1b111ty study offers a var1ety of posstble 
alternat1ves, for 1nstance for dtsposal of wastes and sewage, 1n 
the feas1b111ty study one of these alternat1ves has to be 

selected arwJ the1r cost calculated. It also has to be noted 
that llOSt spec1f1c dec1s1ons as treated 1n the subchapters are 
1nterrelated W'lth dec1s1ons 1n other subchapters, 1n the case of 
plant s1ze for 1nstance W'lth the technology used, the 11ater1a1 
1nputs and the1r qua11ty, etc. 

(Case study) 
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2.3.4 Mater1al 1nput 

Mater1al 1nputs are raw 11ater1als 1 processed 1ndustr1al 111ter1als 
(1nteraed1ates) 1 11anufactures (sub-assellb11es) 1 aux111ary 
111ter1als and ut111t1es. Th1s chapter ~efers also to the 
ava11ab111ty of subcontractors and/or producers wh1ch could 
supply serv1ces or goOds and could be used as an alternat1ve to 
pr0duc1ng the correspond1ng products or prov1d1ng the 
correspond1ng serv1ces. The dec1s1on 1f such serv1ces or 
prod-Jets sha 11 be bought rather than prOduced w111 be based on 
cost c011par1son of ttie alternat1ves, the re11ab111ty and qua11ty 
of the subcontractor, the chosen capac1ty, etc. 

The chosen 11ater1a1s should be descr1bed 1n th1s chapter: 
- ava11ab111ty and Sl!pply (sources), de11very 
- re11ab111ty of so~rces 
- quant1t1es 11eeded 
- qua11tat1ve requirements and properties 
- total cost - inclus1ve transport, storage, 

cond1t1ons of pa.)llllent 
- est1111ate of future pr1ce development 
- cost per un1t 

Th1s chapter of the feas1b111ty study should lead to a supply 
program and a deta11ed est111ate of variable product1on cost and 
an est1mate of other 11ater1a1 1~...ut related cost. 

For smaller and medium s1zed projects these quest1ons w111 be of 
smaller 1mportance than tor large industrial projects. However, 
1t the project refers to 111anufacturing it w111 still re111ai.n an 
important aspect. On the other hand, small enterpr1ses 1n 
general have to face specific problems as buyers, which relate to 
their comparatively weak 11arket pos1tion as compared to large 
industr1al un1ts. The Manual shall address these problems and 
suggest possible strategies. 

(Case study) 
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2.3.5 Locat1on and s1te 

Wh1le the ~re-feas1b111ty study w111 furn1sh checkl1sts of the 
necessary cha1Clcter1st1cs of a su1table locat1on, the preparat1on 
of the feas1b11h-:y study "'111 start w1th a descr1pt1on of the 
character1st1cs of a chosen locat1on and how 1i1el1 they cope 
w1th the requ1rements. 

Oescr1ptton of the locat1f1.1: 
- geograph1cal locat1on 1n relat1on to populated area, 

1n relat1on to supp11ers and potent1al custollers 
- techn1cal 1nfrastructure - electr1c1ty, teter, etc. 
- traff1c connect1ons - roads, tra1n, a1rplane, sh1p 
- c01111Un1cat1on - telex, telefon, etc. 
- legal requ1rements - pemts, etc. 
- taxes, subs1d1es - state, local, etc. 

Construct1on Cc1v11 eng1neer1ng> 
- s1te preparat1on 
- bu11d1ng requ1re11ents as deten11ned by 11ach1nery, 

product1on process and plant organ1zat1on 
- ava11ab111ty of contractors 
- ava11ab111ty of bu11d1ng 11ater1als 
- qua11ty of contractors and 11ater1als 

Alternat1ves could always 1nclude the use of an ex1st1ng bu11d1ng 
Wh1ch 1n most cases has to be adapted to the needs of the project. 

S1nce for 1nstance flow of 11ater1als are largely dependant of the 
1ocat1on and s1te of the enterpr1se, plant organ1zat1on shall be 
1ncluded 1n th1s chapter of the Manual • 
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Plant orqan1zat1on 

- flow of 111ter1als: 1ocat1on of 11aeh1nery and storage 

fac111t1es wtth1n the plant 
- locat1on and equ1pment 
- product1on un1ts 
-- adll1n1strat1on and sales 
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Th1s Chapter should further 1nclude all relevant cost est1•tes 
as for 1nstance: 
cost nf acgu1s1t1on and erect1on: 

- cost of 1 and 
- legal expenses 
- plann1ng 
- s1te preparat1on 
- 1nfrastructure 
- bu11d1 ng cost 

cost of •1ntenance: 
(- rent) 
- energy 

- other •1ntenance cost and repa1r 

S1nce the phase of erect1on 1s a very spec1f1c and crucf al step 
f n the 111ple11entat1on of a project. references to a tf11e schedule 
for the phase of erect1on shall be •de fn th1s chapter already 
(see also chapter 2.3.8 project 111ple11entatfon). 

(case study) 
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Z.3.6 Eng1neer1ng and tedln1cal aspects 

The techn1cal aspects 1nclude the llilch1nery and the techn1cal 
product1on process. 

If the pre-feas1b111ty study offers var1ous alternat1ves, one 
alternat:1ve has to be selected on the basts of the 
- product1on progr•, 
- requ1red flex1b111ty, 
- standard of qua11ty and quant1t1es to be produced, 
- cost of technology (1nclud1ng 11cense fees, etc.), 
- local techn1cal 1nfrastructure (power, water, etc.), and 
- correspondent bu11d1ng requ1rements. 
Ava11ab111ty and cost of serv1ces and spare parts on the one hand 
and the de111nds of the technology on the expert1se of operators 
and or1g1n of technology (dmest1c or fore1gn) on the other, are 
also 1mportant var1ables for the dec1s1on. 

Th1s chapter should deal pr1111r1ly N1th cost est1111tes for the 
acqu1s1t1on of the •ch1nery/technology and the related 
product1on cost (llil1ntenance, serv1ce, power consU11Pt1on, etc.). 

The cost for the bu11d1ng requ1rements - s1t£ preparat1on, 
bu11d1ng and other c1v11 WPrks - have been treated 1n 
chapter 2.3.5. 

cease study) 
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Z.3.7 ManpcM!r and expert1se 

Th1s chapter w111 start out w1th the personal requ1raaents on the 
entrepreneur. S1nce the entrepreneur and h1s entrepreneur1al, 
11anager1al and techn1cal sk111s are of the utllOst 111POrtance for 
the success of Sllilll and lled1Ull s1zed enterpr1ses spec1al 
attent1on has to be pa1d to h1s persona11ty. 

The t.~scr1pt1on of other 11anpower regu1re11ents of Sllilll 
enterpr1ses can beg1n w1th a s1mple organ1zat1onal d1agra•, 
tdl1di w111 g1ve an overv1ew of the JIJ9ber of needed personnel and 
1nd1cate the level of necessary expert1se. 
Thus, the Manual shall suggest procedures for the est1•t1on of 
the 11a1n personal-related parameters, tdltch are: 

- rumer of persons engaged by level of expert1se 
- cost of labOUr by level of expert1se 
- related cost: taxes, soctal securtty, fr1nge beneftts 
- cost of necessary fact11t1es(see also butldtng cost) 

Ava11ab111ty of labour and experttse: local labour 11atket 

In llOSt cases s11an and lled1Ull s1zed f1n1s w111 be restr1ctt-d to 
the reg1ona1 labour 11arket. It follows that tra1ntng and 
schoo11ng fac111ttes w111 be needed to acqu1re the necessary 
expert1se, Wh1ch could necess1tate the follow1ng cost: 

- cost of tratn1ng/schoo11ng 
(1nclud1ng cost of tra1ner tf necessary) 

- cost of tra1n1ng pertod 

Schoo11ng and tra1n1ng of spec1f1c sk111s •1ght be also taken 
care of by a pub11c 1nst1tut1on, 1f th1s appears econom1cally 
(and soc1a11y) des1reable. 

Depend1ng on the requ1red sktlls 1.e. the product1on process 
schoo11ng-tra1n1ng comb1nat1ons as for 1nstance 1n the dual 
system of apprenttcesh1ps could be valuable •odels for the 
eoucat1on of a sktlled labour-force. Th1s quest1on surpasses the 
11•1t of the spectftc proje~t and should be treated 1n the pre­
feastb111ty study. In the feas1bflfty study poss1b11ftfes could 
be checked to 1ntroduce such system on the local level. 

(Case study) 

35 



2.3.8 Project 1mplmentat1on and f1nanc1ng 

Us1ng the scflme as la1d out 1n the pre-feas1b111ty study, th1s 
chapter of the feas1b111ty study should 11st all necessary ~teps 
of the 111ple11entat1on phase and prov1de a plan for act1on and 
control; 1t should ass1st 1n the preparat1on of a t111e table for 
the 111ple11entat1on phase 1nclue11ng tabulat1on of the cap1tal 
needed at the var1C>Us steps and how 1t w1ll be f1nanced. All 
f1gures should be t111e related. 

Furthermore, the Marual shall propose a model for a f1nanc1ng 
plan for STlilll enterpr1ses (Sllilll projects). 

cease study) 
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2.3.9 Jnst1tut1onal 1nfrastructure 

The pre-feastbtltty ~tudy should descrtbe the avatlabtltty of and 
the need for tnstttut~~:ial support. (Under certatn ctreu11stances 
these ftndtngs could sttautate the establtshllent of addtttonal 
tnstttuttons.) 

The feastbtltty study would refer to above results and check tf 
such tnstttuttons are locally represented. Thts chapter would 
also tnclucle a descrtptton of whtch servtces, how frequently and 
at at potnt of the 111Ple11entatton phase are needed. Thts 
refers prt11artly to 

- publtc tnstttuttons 
regtonal or local authortttes, branch offtces of 
dE·ve 1 opment organt zatt ons, educat1ona1 acblt nt stratt ons 
and tnstttuttons, labour-exchanges, etc . 

- prtvatefbUstness tnstttuttons 
regtonal and local offtces of professtonal 
assoctattons, challbers, untons, afftltated tratntng 
centers, etc. 

- cooperattve tnstttuttons 
for econ011tc and techntcal research, qeJalfty control 
(laboratortes); credtt-, sales-, 
storage-, etc. cooperatfves 

- bustness servf ces 
certfffed publtc accountants, EDP-servtces, wholesale 
COllJ>inf es, transport, storage ffrms, sub-contractors, 
banks, fnsurance COllJ>infes, etc • 

Most fmportant ts the locatf on of the f nstttutf on whfch wf 11 
admf nf strate the project on the local level and support the 
entrepreneur/fnvestor f n the fmplementatf on phase • 

Thts chapter of the Manual should also fnclude the cost for such 
servfces, whfch wtll fncrease ff they are not locally avaf lable. 

As pr1mar11y fndfcated by the pre-feasfb111ty study a number of 
s1•1lar projects 1n a regton could lead to the estab11shment of a 
regf onal branch of a needed 1nst1tut1on . 
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Z.3.10 F1nanc1al and econcmc eva". .• ·on 

f1nanc1al evaluat1on: 
All fon1er cost-est1•tes w111 be sumar1zed 1n t"1s chapter and 
will lead to the fo11ow1ng tables: 

- projected anrual 1nvestl'lent expend1ture 
- projected anrual prodUct1on cost; 

total cost per un1t, var1able cost per un1t 
- projected annual sales 
- projected annual ga1n/loss 

- f1nanc1al plan 

Source of f1nances, cond1t1ons (rate of 1nterest, 11e>nthly 
1nsta1111ents, etc.) 

Th1s 1nfor.Uon has to be used 1n the calculat1on of 1nd1cators 
such as: 

- Internal rate of return 
- cash-flow table 
- Pay-back per1od 
- output/person engaged 
- Value added/person engaged 
- Labour cost, cost for 11ater1a1 1nputs as 

related to total cost 
etc. 

After the def1n1t1on of f1xed and var1able cost and ~bove 
1ncJ1cators break-even analys1s ancJ sens1t1v1ty analysts could be 
perf~rt11ed and, consequently, results can be evaluated ancJ 
COllJ>ared to the results of the pre-feas1b111ty study. 
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Econm1 c ana 1 ys1 s: 

As 11ent1onec1 before the econo111c evaluat1on should be restr1cted 
to the pre-feas1b111ty study. In the feas1b111ty stu~y 1t should 
be only checked 1f the project f 1ts the parameters la1d out 1n 
the pr2-feas1b111ty study. 

Key success factors: 

Us1ng the chect11st as la1d out 1n the pre-feas1b111ty study a 

project prof11e shall be drawn up. us1ng the 1nfor11at1on of the 
preced1ng chapters. Th1s prof11e should show where the spec1f1c 
project has 1ts strong po1nts and 1ts problea areas wh1ch •1ght 
de111nd spec1al attent1on. 

Averages of 1nd1cators could be used to evaluate the results 
prov1ded that such averages are ava11able 1n the data bank. 

cease stuo,;·~ 

ANNEXES to the Manual 
Annexes could 1nclude a catalogue of rat1os W'lth for11Ulas as used 
1n the Manual; 
descr1pt1ons of structure and organ1sat1on of data banks for 
the s11all bus1ness sector. 
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