
                                                                                     

 
 
 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION  
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria 

Tel: (+43-1) 26026-0 · www.unido.org · unido@unido.org 

 

 

 

 

OCCASION 

 

This publication has been made available to the public on the occasion of the 50
th

 anniversary of the 

United Nations Industrial Development Organisation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

This document has been produced without formal United Nations editing. The designations 

employed and the presentation of the material in this document do not imply the expression of any 

opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development 

Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its 

authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or 

degree of development. Designations such as  “developed”, “industrialized” and “developing” are 

intended for statistical convenience and do not necessarily express a judgment about the stage 

reached by a particular country or area in the development process. Mention of firm names or 

commercial products does not constitute an endorsement by UNIDO. 

 

 

 

FAIR USE POLICY 

 

Any part of this publication may be quoted and referenced for educational and research purposes 

without additional permission from UNIDO. However, those who make use of quoting and 

referencing this publication are requested to follow the Fair Use Policy of giving due credit to 

UNIDO. 

 

 

CONTACT 

 

Please contact publications@unido.org for further information concerning UNIDO publications. 

 

For more information about UNIDO, please visit us at www.unido.org  

mailto:publications@unido.org
http://www.unido.org/


I 
I 
I 
I 
I 
I 
I 
·1 

·I 
I 
I 
I 
I 
I 
I 
I 
I 
·I 
I 

(LI I ril =-tLiil 
UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION 

IT~IO 

. EXPERT GROUP MEETING ON CONSULTING SERVICES 

IN DEVELOPING COUNTRIES IN THE FIELD OF 
BUILDING MATERIALS AND CONSTRUCTION . INDUSTRY 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

/f3/0 

COliSULTIHG/ENGINEERlNG AND INDUSTRIAL DEVELOPMENT 

DR MAllFOUD BOUBACEllE - ARAB ENGINEERING COMPAllY 

(UHIDO EXPERT GBOUP MEETING ON INDUSTRIAL CONSULTING 

HAVANA-CUBA-10/14 NOV 1986) 

• 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

IHTRODUCTIOH 

After more than two decades and considerable efforts and resources 

channelled towards the industrial development, it appears clearly that 

the policies and strategies followed during the 60s and 70s have not 

generated the expected balanced and self-reliant economic development for-
• most of the rieveloping countries. • 

During the sixties, the foreign investments policies have been based on 

attractive advantages and incentives to foreign companies. The transfer 

of resources from developing to developed C-;>Untries was in aost cases so 

high that it led to a major international confrontation through the 

affirmation of the principle of national sovereignty over natural 

resources and tne nationalisations of foreign companies. During the 

seventies, most of the developing countries adopted policies of 

valorisation of their natural resources and engaged themselves in large 

investment proc,Jrammes. The concept of technology transfer has been 

forged during that period and for that purpose. 

In both cases (either direct foreign investment or ownership of 

investments and technclogy transfer) the industrial plant in developing 

countries could not be operated and maintained without an •umbilical 

cord•, linking the plant to the industrial environment of foreign 

companies supply1n9 all kind of resources (consulting services, 

equipment, erection, assistance to operation and maintenance, spare 

p~rts, feed stock, etc). lsoth ways have led at various extents tc the 

extraversio~ of industrial sectors ~nd to the marginalization of domestic 

infrastructures. The past ex~eriences of industrialisation have 

c~nvinced that no coherent and self-reliant policy can omit the 

generation and development of a dense industrial environment, including .· 

the national scientific and technological infrastructure, local 

engineering/consulting and design services, equipment fabrication ana 

construction capabilities. 

Among the various inputs to industrial development, en9ineerincJ and 

consultin9 resources play a central role :y integrating thG various 

aspects of the industrial environment. Their strategic func~ion has been 

clearly identified within the numerous and sometimes very bright studies 

teservua to the matter. 
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keiterated resolutions at the national and international level have 

stressed the importance to oefine anti implement practical actions to 

develop local en9ineerin9/consultin9 c~pabilities. 

Despite the widely spread recognitioq and awareness of the importance of 

the subject, one cannot say that there is a conver9ent movement leadiny 

to practical ana visible measures which could produce d noticeable 

development of consulting/engineering capabilities ~n the developing 

countries. The situation is even worsening if we consider that even the 

modest consulting/engineering capabilities created with scarce resources 

and serious sacrifices instead of developing are in many cases 

regressing. This is not surprising if one consiaers that the practical 

measures and the resources reserved to the subject as such have been very 

modest. 

My contribution to this expert group mceti119 will address 3 questions: 

1) What are the content and the current state of the 

consulting/enqineering profession in developing countries? 

2) ls the development of consulting/engineeriny services in developing 

countries feasible or is it a •goal beyond reach•? 

3) What are measures that cuuld foster the emergence and the 

development of the ccnsultin9/en9inecrin9 profession at the 

national and international level? 

Plan of action. 
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l. 

1.1 

THE CONSULTANCY DIMJ:;NSION ~D THE CURRENT STATE OF THE PROFESSION 

lh DEVELOPihG COUNTRIES 

3 major aspects of the consultancy profession will be analysed: the 

content of the consultancy services, the need for the use of local 

consultants, and the difficulties encountered by consultants in 

developing countries. " 

Spectrum ot services related to project generation and 

consulting/engineering capabilities. 

In the strict meaning of the term, consultancy services are mostly 

related to project generation and the demonstration of the 

feasibility of an economic project. 

These services are presented in the following diagram: 

CONSULTING SERVICES 

SERVICt.:S 

• Selection of Product 
• Study of Raw Material Availability 
• Selection of Plant Location 
• Planning of Production System 
• Selection ot Process 
• Study of Preliminary Investment Cost 
• Study of Market ano Product Price 
• M~ster Planning 

• Master kesearch 
• Survey and Selection of Plant Location 
• Study of Raw Materials and Plant Utilities 
• Optim.lzation of Production System 
• Stuay of Investment Cost 
• financial Study and Economic Evaluation 
• Envircnmental Assessment 
• Planning of Plant Management 
• Planning of Staff Training 
• Time S·:hedule 

• Bid Prnparation 
• Pre-quc1lification of Contractors 
• Tender Execution 
• Bid Arwlysis and t:valuation -. __________ _........ ______________ _ 
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In fact, the consultancy services cannot be liaited to preliainary 

and feasibility studies, and contractor selection. They are 

required during the whole investment phase. Aft~r the plant 

start-up they contribute to operate and maintain the plant, its 

management and efficiency. Consultancy services are also required 

for plant optimisation, production improvement, extension of 

existing facilities generating nev additional investments, thus . . 
feeding a continuous process of self-sustained development and 

growth. To illustrate this succession of phases over the 

i~vestment life is presented as a continuous cycle ~ivided into six 

major phases (see exhibit l). 

Phase l 

Phase 2 

Phase 3 

Phase 4 

Phase 5 

Phase 6 

Project generation (planning and feasibility analysis) 

Project execution (engineering, procurement, 

construction and comaissioning) 

Organisation and systems (design and implementation) 

Project management 

Human resources development 

Operation and operation planning. 

This presentation illustrates the idea that the plant start-up is 

not an ena in itself and that the future owner shall be in a 

position to manage, operate and maintain the plant and al.Jove all to 

assure its continuous improvement and development. This way of 

presenting the industrial developm.!nt cycle suggests the necessity 

to open the technological package and calls for the necessity to 

develop the owner's project management capabilities (it is an 

important vart of the management consultancy firms). The owner's 

organisation must be prepared to master the cycle of management and 

development and to procure itself the external consulting services, 

whenever required. 

This division may appear, to ~ome extent, arbitrary, but it has the 

merit of acknowledging the complexity of the process, and 

segmenting it into manageable parts. On the one hand, it 

illustrates the logical progression of tasks leading to an 

efficient plant operation, and to the implementation of future 

improvements. On the other hand, it identifies the complex 

spectrum of consultancy services during the investment life. 
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Before plant start-up, these services are related to the 

conceptualization and formulation of a project, its implementation 

through inputs of technology, consulting engineering and design, 

capital equipment, trained human resou1ces, and financing. At the 

operating stage, it requires management ana entrepreneurial skills 

improvement, products adaptatior-, aanpover training, systeDIS and 

procedures design and impleaen~ation etc. 

An industrial plant operates in an e~vironment which includes 

government policy, stratec]y and planning framework on the one hand, 

and industrial infrastructure - electrical energy, water, 

transport, communications - on the other. (Exhibit 2 illustrates 

the industrial unit and its inputs, outputs and environment.) 

These include k & D institutes, consulting and design engineering 

firms, stanoard institutions, industrial satety units, productivity 

centres, industrial finance institutions, vocational and academic 

institutions, training centres, etc. No significant industrial 

development can be sustained over a period of time without the 

supportive institutional infrastructure. 

During the operatin9 phas' of the inaustrial unit, other pro~lems 

ar1se relating to efticiency of operation, capacity utili&ation, 

market changes and prodl1ct line diversification, debottle-necking 

and extension of existing units. All these aspects call for a 

well-developed management consultancy profession. 

The need for the use of local cor.r.ultants. 

The use o! independent consultants belonging to the project hosting 

country or to the re9ion presents obvious advantages in terms of 

cost and ~uality of the required consultancy services. 

This id~a is not new, having been stressed in many fora, 

particularly by development banks, and international organisations 

dealing with economic development. 

for instance, the principle of using local consultants has been 

strongly ceattirmed in the latest (August 1981) edition of the 

World B•nk'a "Guid•lines toe the uoe of Consultanto" which 
expr~~·•• th~t1 
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•it is ~he Bank's policy to encourage and foster the 

development of domestic consulting firms. The Bank 

encourages borrowers ~o employ doaestic consulting firms in 

connection with liank-~inanced projects where such firms ar~ 

qualified to perform the work either alone or in combination 

with foreign firms... The contribution of the local firm 

sho~ld be the maximum of, which it is capable•. 

Moreover, 

•it is the bank's policy to support the strengthening of 

local capabilities in borrower countries by promoting the 

transfer cf know-how - knowledge and skills - to local 

professionals engaged in projects it hel~s finance•. 

This principle has been adopted by almost all the i •• ternational 

development banks but it hardly exists in the laws and regulaticns 

of most oeveloping countries. 

Nevertheless, one can wonder to which degree this principle finds 

application in practice •since this depends on the behaviour of the 

Bank's clients and the bank's ope~~ting personnel and in both cases 

there may be a tendency to minimize risks and to •get the job done• 

(l). 

The prevailing procedures of the qualification and selection of 

consultants do not leave a lot of chancds to local consultants. 

The exigence of a track record of references pull aside the local 

consultants from the outset. It favours foreign consulting firms 

and deter possible local would-be consultants to venture in 

starting such an activity (2). 

(1) See Technological Deve1.opment and Financial Dea>endence" -
Alberto Araoz in Technology Transfert, Cabay - Economica 
Paris - Louvain La Neuve. 1983, p 176. 

(2) See Kan D Mariwalla - Consultancy dimensions of industrial 
cooperation among developin9 countrieP - International 
Conference "Promotion of developing countries .Joint 
Undertaking in J::xec:utiori of Industrial Plants. RCCL>C -
Ljublijana - 1983. 
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A balance could perfectly be found between the preoccupations of 

the owner/financial institutions to •9et tne job done• at a 

reasonable degree of q~ality and safety and the use ot local 

consultants. 

The most significant advantages of using local or regional 

concultancy resources are the f9llowin3: (1) 

a. Local an<i in<iust1ial management consultancy inputs provide 

appropriate economic, technical, technological and 

managerial solutions not only for the implementation ot new 

projects, but also for operating and i;;aintaining existing 

plants at the required level of capacity and efficiency. 

b. Environmental and cultur~l factors are as iraportant as 

technological and en9ineP.rin9 inputs in oesigning practical 

and economical projects. By depacking the technological 

package into smaller manageable parts, the local consultancy 

services have a direct effect on the aaximization of the use 

of other local inputs as en9ineerin9 man-hours, equipment 

and construction costs, thus reducing the for."'ign currency 

part of the project. 

The direct consequence is that the scarce foreign exchange 

part could be spread over more projects, accelerating the 

pace of eccncmic development, ano reducing the burden of 

foreign debts. 

We shall analyse later the direct interest of the national 

and international development banks to show a more active 

and visible participation to the e~~rgence of loc~l 

engineering/consulting capabilities in the developing 

countrieaJ ( 2) • 

(1) ~ee Kan ~ Mariwalla - Consultancy dimensions of industrial 
cooperation c.mong developing countries - International 
Corference "Pr~motion of acveloping countries Joint 
Uodertaking in lxecution of Industrial Plants. RCCDC -
Ljublijana - 1983. 

(2J Although it is a basic practice in develo~ed countries not 
to us~ foreign services (even if they are better) in 
dcvclo~ment ·-tn, particularly when public funds are 
""''Nir.-tl '"' tho tinnno.tn9 of the project. 

1.1f!,.,f! 1 

.. 
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1.3 

c. Methods of local construction affect the design solutions 

which an industrial consultant develops, thus indicating the 

need for intimate knowledge of local conditions, skills and 

practices. 

d. Similarly, deep knowledge of local cultural and 
• environmental factors spell success or failure of solutions 

to problems worked out by management consultants. 

e. There is need for continuous UP9rading of local consultancy 

capabilities through training and experience and joint 

working with other consultants. 

f. There is great need tor cooperation among consultancy firms 

ot developing countries. Through such association, both 

will benefit by pooling technical knowledge and experience, 

and would also acquire intimate knowledge of local 

conaitions and environmental factors to the advantage of the 

project. 

9. Appropriate local management consultancy inputs help 

signit:cantly in national problem solving techniques keeping 

in view the cultural and environmental factors, and also in 

the training and development of managerial resources which 

is generally a scarce resource. 

Constraints to the generation ar.d development of local consulting 

capabilities in developing countries 

It is not of ten realised that the consultancy profession in 

developing countries has to work under certain constraints (1). 

a. There is generally a lack of awareness of the role and 

functions of a consultant, and his contribution to the 

econi>mic and technological development. 

(1) National design and engineering organisations: their 
the technol09ical capacity of developin3 countries. 
TD/B/66/JS, l"-, ~· 7. 

role in 
UNIOO 
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2. 

b. There is often prejudice against and hesitation in using 

local consultancy services. as both industry and government 

have been for long accustomed to obtain engineering services 

from foreign sources as part of the supply of plant and 

equipment. 

c. The domestic consultancy,or9anisation has to face strong 

competition from foreig~ consultancy f iras from developed 

countries. strongly backed by diplomatic and financial 

support of the respective institutions and/or their 

governments. 

d. There are the perennial problems of uncertainty of 

workload. The development of local and regional consultancy 

capabilities is closely linked to an increased and sustained 

workload which enable to ret3in and develop staff. and 

capitalise skills and experiences. 

e. Adequate level of remuneration and billing rates should be 

recognised to consultancy profession to enable it to 

maintain a high level of professional services and high 

standards of quality. 

f. Owing to non-availability of sufficient reliable domestic 

data, the local consultants have themselves to collect and 

compile the basic data and of ten have to start the work o~ 

the assignment with scanty and often unreliable data. 

IS THE DEVELOPM~NT OF ENGINEERING/CONSULTI~G ACTIVITIES IN 

DEVELOPING COUNTRIES FEASI&LE OR IS IT A •GOAL B~'YOND REACH•? 

Given the low development of consulting services in developing 

countries even in countries where a large industrial sector has 

been devel~ped, it is of essential importance to analyse the 

opportunity and feasibility of developinq such services. 

These questions are important to answer particularly if we keep in 

mind that little have been done in this tield, considering that 

engineering/consulting services are reserved to foreign c0111panies 

.-nd that developir· ·h activities is very often conr,idered as a 

' ,,. 

.· 
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As in any activity, to develop a viable engineering/consulting 

capability, it requires i aarket, resources in teras of stat~. 

technical and managerial skills, and also financial resources for 

investment and working capital. 

2.1 The aarket of ~ngineering/consulting services in developing 

countries. 

Since there is no readily available data on the size of the deaana 

for engineering/consulting activities in LDCs, one can only assess 

the order of maqnitude of the current oeiaand, and define the trends 

of potential deaand for these services. 

The demand for engineering/consulting services in LDCs comes froa 2 

major sources: 

2.1.1 Investments of the public sector 

Both by its nature and size of the deaand of consulting services by 

public entitie3 is, by and large, the major component of their 

global demand in LDCs (1). 

In Latin America for instance the public sector accounts for 82' of 

the overall demand (see table X). When the foreign firms that 

operate in the region are considered, that percentage is even 

higher: 92' thereof reported that more than 3/4 of their 

invoicing was accounted for by public contracts. 

In terms of size the current demanJ is related both to new and 

existing investments. 

For new investments, if we consider only the 29 ESCJU> developing 

countries, the total investment costs for the period 1980/1982 

accounted for 163 billions of US dollars and the development 

aGaistance flows to 12 billions of US dollars . ·.) • 

(1) Regional cooperation network in industrial consulting 
between the developing countries in the ESCAP region. Dr 
Nicholas Nicolai~ir.. 
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The ell"jineeri119/con~Jltins services required for these investments 

account toe about li. 7 billion.s US dollars or 442 aillions 

enc]ineerin9/consultin9 man-hours yearly or an annual average of 

73.000 specialists/designers working permanently for the 

implemer.ting of these projects (1). 

If we consider the level of ne~.investaents in cne single 

developing country (Algeria - 1976) they account for 4 billions US 

dollars or 23.5 millions enc]ineerinc]/consulting man-hours or the 

eqaivalent of 11.700 specialist/designers employed permanently to 

ilDE'le~nt t.nese projects. 

It is less ~asy to as~ess t~e scale of engineerin9/consulti119 

services req~ired tor the current operation/maintenance of existing 

plants. or tor turnarounds. revamps, debottle-necking. The dewand 

is lbOre stable than for new investments and senerally stands 

between 20 to 25• of the total engineering/consulting dem.:tno. 

Naturally the size of the demand for engineering/consulting 

services vJr1es lrom one aevelopin<J country to another but in 

general it is in relation with the level of hWDan resources each 

country coula affect to this field of activity. 

2.1.2 lnvest.ments financed by international development banks 

To illustrate the importance of the aemands for 

engineering/consulting services in LDCs, one can quote the 

statement ot world bank on IDA cumulative lending operations by 

major purpose and regions 'June 1985) which show that loans 

allocated to develo~ing countries for development projects amounted 

to 149 billions of U~ dollars. The flow of resources to 

investments in developing countries. The ainount of projects 

financed last year by African Development &ank accounted for 1.2 

billion of US dollars. On the other hand, fees that have b&en 

billed by forei9n con1;.ultin9 services in 1982 for Africa, MidcUe 

l l) Assumptions - 1!n9ineer in9 costs 13. 5\ of the technical 
investment. 

Marv'hour r.ollin~ rate: 40 USS (current international 
rau 1985). 
H11n-y-i11r u :;i .r:on m.:in-h<l'.1!'.':J. 
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2.2 

East, Asia and Latin Aaerica (1) accounted for 3.2 billions of US 

oollars su99esti1"19 investment costs of IDOre than 30 billions of US 

dollars ar.d about 500,000 man-year of e09ineec~ng/consultin9 

service:.. 

'l\to conclusions arise trom these fi9ures: 

the demano Coe engineering/consulting services of developing 

countries is very iaportant, and can widely sustain and 

justify the 9eneration of a large sector of 

ensineering1consultin9 firms even in the least developed 

countries; 

th~s~ figures clearly suggest the enormous influence that 

the policies applied by the public sector and the 

intern3~ional development banks may have on the aain 

patterns of development of consulting activities in 

~cveloping countiies. 

Human resou1ces reguireint:nts for consulting services. (To execute 

4 levels of investments ranging from l million to l billion US$.) 

Total Investment 
Costs 

\U~ oollars) 

l,UOO,OCO 

10,000,000 

100,000,000 

l,000,000,000 

(1) Atcica 
Middle t;ast 
Asia 

Eng/Consult 
Costs 

(U;; Dollars) 

llll,250 

1,012,500 

10, 125,000 

101,250,000 

us $ 
us $ 
us $ 

Latin Antec1ca u~ i 
us $ 

No of 
Man-Hours 

1,520 

25,200 

252,000 

2,s20,ooo 

800 mil 
1,266 mil 

733 mil 
38l mil 

3,181 mil 

Total man,EiOwer 
Required 

1,26 man-year 
oc 15, 18 
man-.onth 

12,6 man-year 

126 man-year 

1260 raan-year 

~n9ineerin9 News kecocds June l9ij) quoted b~ V Skendcovic 
w~onsultiriq services in develo~ing countries - ~xiatin9 

cap•bilitiea and coe,,~erationw. 
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Since the total invest.en~ costs of the la[qe majority ~f 

developing countries is at th~ level of hundceds of aillions of US 

collars (about only 15\ spend the level of billions of US dollars 

for investment) on~ can have a fairly acceptable avaluation of the 

size of the human resources required to execute the related 

engineering/consulting services. 

From the quantitative point of view, most of the developing 

countries can theoretically meet the ll&anpower requirements to 

execute a large part ot their e119ineering/consulting services. A 

ministerial cOllUilittee survey conducted in 1976 in Algeria shows 

that the available manpower strength of various engineering/ 

consulting organisations and firms working for the industrial 

sector accounted for about 6,000 &taff (equivalent to 12,000,000 

man-hours) • (See table) 

The same year the national consumption of engineering/consulting 

services is evaluated at ~1,400,000 man-hours out cf which more 

than 90- have been executed by foreign companies, which represent 

as an average about 11\ of ttM total installed cost, and 110re than 

90\ of the total consulting and e119ineecin9 services. 

These conclusions have to be balancea to a certain extent due to 

the fact that the human resources for engineering/consulting 

services cover a very large spectrum of disciplines and specialised 

expertise. 

For consulti1l9 services related to the project generation phase 

(which generally represents about l\ of the total investment) the 

studies carried out require 2 types of expertise: 

The selection of the product, the study of raw materials 

characteristics and availability, the process selection and 

to a certain extent the environmental assessments are 

executea by experts/engineers specialised in the 

technologies related to a given product or industry. 

The remdining aspects of the studies related to the project 

9eneration pha·-- 'investment planning, economic evaluation 



-------------------
T.".~LEl.U •i• 1 - t'FFrCTJI' O'C'lt:J"t;r1qur. .~·· Jl,IZ.?:i 
••••••••••"~•~'''•~•••••••••-••u•~•~•~•••~•~wan••• 

... : .. ' 1 'C' :",. '\ .. ':" ••• <(\;·'-·· ., .. ~ ...... . 

~r:~. it.: ct.:.! .,,, .. 
J~~~n~.~rs t ~ipl&l~S 
aci~ntifi~c s ~e l'~r.s•i 
jr.<!nt:'I~ ·si.; rie:ur 189 1115 I 186 I 7& 143 I 64 I 184 t14!) d5 

~~~r~ ~i~l!~ls da 1 ·~~­
i~i~r. ~~~: s~tbr1eu• {le: 
~o~is ~s. j~ris•~s. e~c. 

Tcchnicia~s su~frie~rs 
::t ,rojact~urs 

~a~r~s ~)y!ns no~ t1ch· 
:'liqu~s 

'ucrcs ~~rsor.nel t~c~n1· 
~~~s (~~ssir.ateur, t~p<· 
;ra~~~s. ~••reurs, sur· 
veill~nt a~ ~·~·a~~ Ct\.) 

155 

318 

157 

726 

HI 

U4 

2 

2 

l 

2 11 

22 202 

0 20 

22 4!>0 

0 2M 

0 0 13·1 37 0 

1 Ii 4 187 3 7 

0 0 11)4 0 0 

l 33 3 l!i 0 0 

0 0 131" 3 ~ 
-'-:rsor.:--.i 1 ~·t":ic{c;,t 4 on ron

1 377 :~c~ri~ces (~aic, cnmpta-
-·ilit~ ... ~ 1 'uch:.1cr I 1 I 
'~ chaufftu!'. -,."'t d'•j- I I I I I \ -

ti"etH=•• sar~ien•''""'\s1· 1938 nier 352 2H 1014 r,s 101 2326 100 31 

298 

707 

371 

1. 531 

1.0~8 

!i. 278 

! • - Jl est p~rt~ dans cette collone le nom~r• d'ftrang~rs int~grfs dans les structures d~ la soc16t6 
fil!elas. · 

55 2 

133 33 

2 0 

3 55 

J c 

··1-~-· -···-
-1.!!!.1~~ 
Httoiale ou d 

c + - tl scra portf dans c~tte collone \o no~brc ~·~tranrars d6tach~~ en ~lgfr1t de fa~on p~rmaner.te p4r une sociftt! 
dar.s le csdrt ~·un contrat d'en91neer1n9 pu~ et nnn 1nttgri dons las structures de 11 stt, nat1onale o~ de '"' 

" 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I· 
I 
I 
I 

of the investment costs, aarket and pricing, optimisation of 

the production syste•, financ~al studies, etc) are ~~ecuted 

by 9eneralists vho ace not necessarily specialised in the 

technol0;j1cal aspects of a given project. 

The services of technologist~ and generalists a•·e regrouped into a 

project team and in aany casesao not belong to the same 

organisation or the same f icm. 

Foe e~ineerill'j services ve tind the same separation between 

technologists and generalists. 

A package of basic design and engineering is usually given to the 

engineering company fro• the processor licensor (or for small 

industrial plants and technically sophisticated from the company 

manufactucirag the •ain equipment). When lhe owner assures under 

its responsibility the procurement of the process, both process and 

basic design Fackage are given to the e119ineer/consultant by the 

owner. Very often the role ot ~he engineering companies will be to 

detail the basic desi9n, and assure the procure111ent services and 

supervision of the construction till start-up and commissioning. 

As during the consulting services related to project generation, 

the engineering services for the project execution phase contain a 

small part of the specialised technological and process aspects, 

and the quasi-totality of the required man-hours are performed by 

generalists (engineers and designers and dcaughts111en in co1111110n 

disciplines like civil, &.eehanics, electrics, instrumentation, 

insulation cost and planning engineers, estimators, buyers, 

expeaitors, etc). This core performs the general engineering 

servir.es and can deal with the design of a variety of different 

inaustrial plants. These general engineering services absorb about 

90' of the total engineering costs. As a matter of fact the 

biggest international engineering companies do not develop in-house 

the technological processes which are developed and sold by 

ge"4!rally much smaller f ir~s specialised in producing and 

developing a process in a very narrow technol09ical field. 
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This disaggregation o1 the va~ious types of expertise required to 

execute engineeringiconsulting services is very important since it 

clarifien what is within or beyona the c.apabilities of most of the 

developin<J countries. The type ~f personnel able to perform the 

general engineering services is available in various quantities. 

The nuir.an resources in the en9iheerin9/consultin9 firms being the 

ma~n asset of the cottpany, they are the subject of a very 

sophisticat~d ano pP.rmanent •on the job training• systems under the 

direction and supervision of more senior engineering specialists 

(1), based on the principle of •1ea~n and earn•. 

The trainin9 of en9ineerin9/consulting manpower i~ mainly rela~ea 

to the usP. ot another important ass~t of en9incecin9/consultancy 

firms: th~ documents foe engineering standards, specific ?, desi9n 

~anuals, vroject execution procedures etc. For process civil ana 

structures piping, mechanical, electrical, instrument design as 

well as proceoures foe procurement, inspection, construction, 

supervision and project management. 

l"inancial resources for capital expenditures an!i workin'l capital 

Investmc: ~mJ/Cons Capital Working Total 
Costs Man-Hours Costs Capital Investment 

~quired Required Costs 
Required 

US dollars lfHln-hours U!i dollars us dollau. u~ <iollars 

1,000,COO 2,520 10,080 25,200 J5,28o 
lo,oou,ooo 25,200 100,800 252,000 352,bCO 

ioo,ooo,oov 252,000 1,008,000 2,520,000 3,528,0UO 
l,000,000,000 2,520,000 10,080,000 25,000,000 35,280,000 

(1) ~he technoloyists, lead 6ngineers and &c.>me senior 
professionals can be sP.conded from foreign c<>111panieG or 
hired in the labour markets on a permanent or part-ti111e 
basis which is a co1111nOn practice for international 
engineering companies. 
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ln other terms, the developaent of engineering/consultin9 services 

cost about 3.5\ of the projected total investment costs, out ot 

which l\ for the capital expenditure and 2.s• for the working 

capital. 

The savings in toreign exchanye.when using local 

engineering/consultin9 services are aultiple. They include not 

only the part of e09ineerin9/consulting costs executed locally but 

also the incorporation of various local inputs like equipment (1), 

construction, appropriate technologies to local raw materials, 

etc. The maximisation of local inputs can reouce the total 

investment costs. 

Developin9 local engineering/consulting services will not require 

additional financial resources since these costs are anyway 

actually paid within the investment costs. Having established that 

the 9eneration and the development of engineering/consulting 

activities in oeveloping countries is perfectly feasible, it 

clearly appears that the low level of generation and developmE:nt of 

this profession can only be imputed to the quasi-inexistence of 

measures to deal with a subject which seems marginal at first 

sight, ~ut which, in fact, is oi critical importance and conditions 

the whole economic development process. 

Financial requirements for the generation/creation/development of 

consultin9/engineering services are not important, when compared 

with other activities (notably industrial investments). 

The main assets of en9ineerin9/consultin9 firms are immaterial 

(quality ana level of experience/expertise of the ma."lpower, 

technical manuals ana procedures, data banks). 

The material assets ace limited to equipment for offices, 

telec0111111unication and !or the most important firms C0111Putin9 

requirements. 

The following statement shows the cost breakdown of a selliny rate 

of a consulting/engineering manhour. 
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3. 

Project direct 
personnel costs 

- Capital amortization 
- Over beads (including 

office space) 
Business development 
(including proposal's 
preparation) 
Profit 

Total 

Cost per M/H 

14 
4 

12 . 
6 
4 

40 

Breakdown of Engineering 
M/H Cost - ' 

35\ 
lOt 

30\ 

15t 
10, 

100, 

MEASURES, RECOMMENDATIONS AliD TENTATIVE PLAN OF ACTION FOR THE 

STRf.~'THEtUNG OF LOCAL CONSULTING CAPA&ILITIJ:.S 

It is tirmly established that the missing point for the building up 

of indigenous technological capabilities is the wea~ness if not the 

in existence of consulting engineering s,!rvices at various extent 

in developing countries. 

Paradoxically, no sub~tantial actions or measures have been adopted 

in this field at the national or international level. 

The objective of generating indigenous consulti09 capabilities has 

been overshadowed by other apparently more immediate objectives, 

such as growth, implantation of investment projects, very of t~n 

linked to urgent or basic needs like projects related to food and 

agriculture, pharmaceuticals and health, import substitution to 

lower as soon as possible the burden of foreign exchange 

requirements. 

The objective of executjn9 locally the design of a given project is 

very often in contradiction with the goals of the various 

institutions dealing with economic development. If we except the 

newly inaustrialised countries, the conciliation of contradictory 

interests has always led to favour the project execution even by 

foreign resources. Th~ development of local project execution 

capabilities was in most cases either ~ostponed or considered as ~ 

feotor which will drve!o~ ~s a driving off~ct of indu~trial 
, .. 111.,.,menc. ... 
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3.1 

Considering the complexity of the proble~, hov to formulate 

feasible and etfective measures which could have an effect on the 

generation and development of consulting capabilities? 

One of the keys to success or failure of a pr09ramme to increase 

technological capabilities lies in the conception ot an efficient 
' 

institutional framework of bodies (professional associations, 

federations, financial institutions, government bodies in charge of 

economic development policies) that ma¥ have an influence on the 

main patterns ot development of cons"lting activities. 

It lies also in the identification of the main constraints which 

opposed the development of local consulting capabilities and the 

formulation of a coherent network in charge of cc.ordinating the 

activities of relevant bodies and institutions. 

Therefore it is necessary to identify, modify (or even create) 

institutions that will have the vision, the competence and the 

authority to deal with this objective as such. 

Identification of the institutions wi1ich can have a decisive 

influence on the generation/development of consulting activities 

&uilding up local consulting capabilities and promoting 

locally designer projects is primarily the responsibility of 

the County itself. 

Development Banks (at the national, regional and 

international level) play a central role in the use of 

consultants and have shown considerable interest to the 

matter without for the time being havin9 adopted practical 

measures towaros this objective. 

International organizations and agencies notably UNIDO coula 

manage a specific plan of action through an international 

ana regional cooperation network aealing apecifically with 

generating/strengthening local projects execution 

capatilit.ea. 
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J.l.l At the Country level 

Consulting cap~biliti~s have reached aitferent levels of importance 

in developing countries. Three groups of countries could be 

considered: 

the 9roul:' ot •newly industrialised countries• (mainly 

located in Latin America and Asia, like Brazil, Argentina, 

India, South Korea); these countries have already 

established a fairly •·ell developeo consulting/engineering 

sector and are able to absorb and adopt forei<]n technologies 

ana even to export significant amounts of services in these 

fields. They have developed sophisticated institutions, 

laws, regulations and practices to favour and sustain the 

development of local capabilities. Their experience is 

precious and rel~vant for othec developing countries. 

The second group concerns countries which import the major 

part if not the quasi totality of tt.eic 

consulting/engineering needs but have a great potential of 

resources to develop their own capabilities. There is 

generally no recognition or visible support to the 

consulting profession in these ~ountries which probably 

represent the large majority of develovin9 countries but 

where a sa:>ecific and strong action can produce quite rapia 

results and improvements. 

The third group of countries concerns the less developed 

countries where the basic various resourr.;es required fc-;. 

consulting are still low and cal' .vr different approaches. 

I will limit myself in presenting the role of the local bodies or 

institutions which have an influence on the development ot local 

consulting activities (prof~ssional associations, owner's 

organizations in charge ot investments implementation, development 

&anks (1), governmental l•odies in charge of re9ulating various 

aspects affecting the consulting profession). 

(1) In view ot the ,.. ··1lar importance of development uanks 
th~ role ~' ch~nc \n~citut!qns will bu tho subject nf a 
'•J'O¢ltal aectio".ln .... ,: ' · 
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3.1.2 Professional associations 

Their basic role is to establish •tre credibility and 

qualifications of the profession c-•1d to unaertake the development 

and coordination of collective promotion and development efforts 

which individual consulting firms can not do or afford~ (1). .. 
To sustain their activities they need the existence of a well 

developed cons~lting profession in the country. The International 

Federation of Consultants (Fl~IC) provide to the national 

associations a forum for meetiOCJs, dealing with p~oblems of 

interest to the profession and has published the major 

international guidelines, rules of behaviour ruling the profession. 

A very recent manifestation is the emergence of new federations of 

consultants created under the auspices of international development 

Banks. More precisely African Uevelopment Bank (Federation of 

African Consultants (Fl:.CA)) and Islamic Development hank 

(Federation of Consultants of Islamic Countries (FClC)). The 

interestin9 factor concernin9 these creations is that on top of the 

additional role of professional associations to establish the 

credibility of the profession, FECA and FCIC pursue additional 

objectives, notably: 

Article 3.31 

•to inform the members in good time about consultancy 

assignments or possibilities of participation in various 

projects and pr09ra111J11es financed by the development finance 

institutions and in particular by IDB; 

promote the creation of associations of consultants in 

member countries as well as to encourage the for111ation of 

ap~ropriate regional and oub-re9ional 9roupin9s1 

(l) open cit N Nicolaidia, p.102. 

·. 
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encoura9e 9overnments of member countries to use the 

services of Member Country Consultants; 

act as a catalyst in the creation of joint ventures so as to 

enhance their ability to mobilise aore resources and to 

improve their potential to undertake more complex 

assignments•. 

It is relevant to emphasize the point that these re9ional 

development banks and consultants have not confined themselves to 

the creation of a traditional professional association, like in 

developed countries where the associations aeal with an alreaoy 

well developea protession. They vent one step further ana included 

in their objectives an active contribution to securing a stable 

work load to consultants (sine qua non condition to sustain a 

consultancy business) and even participating in the generation ano 

development of new consulting capabilities. 

The interest which has been shown by ADB and IDB should ! taken 

into account, and it could be useful to consider the re9ional 

development banks as important operating bodies in the cooperation 

network for consulting capabilities development. 

3.1.3 Owner's Organizations 

The owner organization ir, charge of managing the project 

investments plays a key :ole in association or ignoring the local 

possible inputs to the pcoject design and implementation. 

Decisions like disaggregating the project package into aifferent 

components bought separately to incorporate local intellectual and 

material inputs, or going for a turnkey contract are of paramount 

importance. The owner project management team has a strong 

influence on the budget, the execution strategies and the planning 

ot the project (see functional responsibility chart of a typical 

project owner organization). 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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During the foraulation of the project at the pre-invest.ent stage, 

the characteristics of the pro1ect are defined. The decisions 

adopted at that time strongly affect the specifications and the 

origin of the goods and services that vill be required in 

subsequent stages. The consulting engineer will develop 

alternative solutions on the basis of market and location stuaies, .. 
a preliainary engineering design, and tentative negotiations with 

potential suppliers. These alternatives are subaitted to 

appraisal, and recommendations are Bade to the project owner. 

Naturally it is the latter that will aake a definite choice among 

the alternatives: but the consulting engineering organization in 

charge of pre-investment will have already adopted a large number 

of preliminary decisions, which have been incorporated in the 

alternati~e solutions, and the latter aay be 1DOre or less adequat~ 

to local inputs, according to the viewpoint (and the biases) of 

that organiza~ion. Experience shows that when the pre-investment 

stage is entrusted to a local consulting engineer, a better choice 

of technology may result and more local inputs aay be incori; 'rated. 

On enterin9 the project implementation stacje, a series of decisions 

are to be taken about the supply of inputs. There has already been 

a choice of the technological solution and of the supplier of basic 

engineering, which can be the technology owner hi111Self or a firm 

licensed by him, and of len both the technology and the basic 

engineeriny desi9n applyinq it are obtained from outside the 

country. There are howe;er opportunitier to detach certain 

•peripheral• technologies from the central process and carry out 

locally their engineering design. SOmetimes it is necessary to 

perform R&D work to adapt the process or the product to local 

conditions, and it may be possible to do this locally. The extent 

to which peripheral basic design and adoptive R&O may be made 

locally ~ill depend on the country's technological level and on the 

attitude bnd efforts of ~he project owner and the engineering 

consultant assisting him. 

The next task is detail en9ineering, in which basic engineering is 

transformed into a set of drawin9n, specific,tions and instructions 

that define equipment, buildin9s and installations. At this stage 

.. 
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aany apparently ainc•r decisions are taken, vhich when added 

tO<jetber may aean significant differences in the characteristics 

and sources of inputs and C0111pOnents to be employed. A strong 

participation by local consulting ano engineering capacity becomes 

impor~ant to assure the irM:lusion of local inputs in the investment 

and production stag~s. 

A local enc]ineering group that participates actively in a large 

nuaber of decisions of this nature aay play an iaportant social 

role on specitying inputs that can be produced by local suppliers. 

During the stage of investaent this aay affect the origin ot 

equip11ent, technical services, construction aaterials and 

construction servic~s. During the stage of operation, the design 

anci engineering decisions taken previously will influence the 

nature and origin of raw materials, basic inputs, COllpOnents, 

parts, spares, technical secvices, and adainistrative services, all 

•current• purchases on which influence will be exerted by decisions 

taken during the in~estaent stage. 

It is thecefoce i.Jllp>rtant for the country that the control of 

pre-investaent and ~ngineerinc] design activities should be in local 

hands if thert! is t•> be full utilization of the local supply 

potential at the time of investaent and also when operating the new 

facilities. Consult:ing and engineering organizations in charge of 

these activities shc>uld be familiar with the possibilities of local 

supply in each of the instances above, and should adopt the right 

attitudes regardinq lllOdifications in design, specifications, 

technical standards, and delivery dates. They shoulG evaluate the 

risks and the extra costs - if any - of each local purchase, anci 

advise the project owner about the best long-term decision. In 

this way they may play a decisive role in maximizing the social 

efficiency of the investment ~rocess (1). 

Strong owner organiz~tion fo~ projects manage111ent must be developed 

and improved investmc?nt procedures taking into account the 

incorpoution of local inputs should be adopted by governmental 

bodies. 

(1) upen cit. Alber to Araoz in "Technol09ical development ano 
finall<;ial deper Colloquium of Louvain University, 
Bit l.91UM, 1111 j. 

.· 
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3.1.4 The role of the various governmental bodies dealing vitb economiic 

cievelopment 

The level of develop.ent of local consulting capabilities is 

directly linked to the level of development and sophistication of 

the national f ccmewoclt of lavs and regulations adopted to favour .. 
and fostec their emergence and develop:iaent. 

To illustrate this idea, ve shall exaaine some of the legal 

institutions used to this effect by some of the .ast advanced Latin 

Allerican countries (notably Brazil). 

Consulting/engineering activities require flexibility, mobility, 

exposure to technological changes, and quick operational 

decisions. Serious operation difficulties arise if the environsent 

where the firms operate impedes in these areas. Unfortunately, in 

.ast developing countries, such icpedances are considerable. 

Lavs and regulations ace often a crippling burden for the 

develop11ent of the local engineering firms. Considerable tiae and 

energy is wasted foe securing visas, registration and certification 

requirements, import licensing ab~lity to hire the llO&t ca11petent 

and experiences specialists, usage of foreign consultants, currency 

exchange regulations etc. All of these laws and regulations act as 

deterrent factors foe consulting to start or develop their 

activities. 

As specific laws and regulations adopteci by Latin Allerican 

countries in favour of the consulting sector, one can mention two 

interesting fields of appreciation: the laws on •snarket 

reservation• and those in favour of •compulsory joint ventures•. 

The obligation to constitute consultancy joint ventures is, in 110st 

countries (Argentina, brazil, Colombia, Paraguay, Peru, Uruguay and 

Venezuela) ..!,!!!:illarY to the •arket reservation principle, i.e. it 

applies when foreign fir•• can be contracted. In other countries 

(&olivia and Ecuador) that obligation is, instead, the aai~ 

preferential iaeasure currentl~ in force. 

·. 
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In order to appraise the characteristic ~ role of ccmpulaory 

CJV's, they should be considered in the context of the regulatory 

framework to which they pertain. For this purpose, the following 

sub-section vill describe the vays in which the aartet reservation 

operates ano the next one (point (b) below) vill focus, in 

particular, on the regulation of C.JV 1 s• (i). 

a. Market Reservation 

Market reservation has been i11pleaented through two channels: 

i. CO!IPUlsorx awarding of contracts to local firms, whenever 

the required services can be adeguately performed or thea 

The obligation to contract local firas - when they are 

qualified to render the relevant service - is one of the 

basic tools of •national buying• policies ellboclies in 

adainistrative legislation applicable to public contracts in 

Ar~entina, &razil, COlOllbia, Uruguay and Venezuela. 

Such legislation bas been eo11ple11ented in many countries by 

transter of technology regulations which apply to contracts 

of both the private and public sector. In the case of 

Brazil, Mor11ative Act 60 of the lnstituto Nacional de 

Propriedade Industrial (1962) provided that the importation 

ot consultancy services is conditional upon the unexistence 

of national technical ability to supply them. Likewise, in 

Mexico, the law on transfer of technology (amended in 1982) 

covers the illll(l()rtation of consulting and engineering 

services and permits the competent consultancy/authority to 

refuse the registration of contracts relating to 

technologies which are available in the country (Art. 16.1). 

In Paraguay, the obligat~on to contract local firas also 

applies to the private and public sector. In Bolivia, such 

an obligation will becolle enforceable in January 1986 (for 

the public sector only). 

(1) Carlos Maria Correa - •kequlations on the use of consultancy 
and engineering services by the public sector in Latin 
Alaerica Inst. c "ICe - t:n9ineocin9 contractors for 
irtdustr ial plr ·r.ic - LjubU jana - Yuc3r.,r.lnvia - 1983 
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ii. 

The requirement to engage local firas, when possible, is not 

at all absolute. It is conditioned by the existence and 

appropriateness of the local supply of the required service, 

as expressly tocllUlated by tbe le<jislation referred to. 

Besides, the application, of such rule aay be excepteci in 
' 

cases where it is imposed by conditions resulting froa loans 

by international agencies or foreign governments. Wide 

exceptions of this type are recognized in Colomibia (in 

connection vitb engineering but not consultancy services), 

Bolivia, Ecuador and Paraguay and more liaited in Paraguay. 

Restrictions on foreign investments 

Another vay of limiting the contracting of foreign 

consultancy is by the application of foreign investment 

regimes. The iapact of this aeasure differs from the 

obligation to contract local firms discussed before, 

pri11arily because it preserves the eight of foreign firms 

previously established in the country to continue in the 

supply of such services. 

This tYVe of limitation only has a formal expression in the 

case of Venezuela. In confornity with Uecree 2031/77 -

sectoral implementation of Decision 24 - professional 

services in consultancy, advice, design, project analysis 

and studies in general, involving areas where professional 

activities are re<Julated by law, are reserved to national 

companies, except when according to the Superintendencia de 

lnversiones ~xtranjeras (SIEX) a foreign investment is 

convenient in view of its technological contribution to the 

country's development, and only if the foreign participation 

does not exceed 49t of the new coiapany's capital. 
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Country 

Argentina 

&olivia 

Brazil 

Colombia 

Paraguay 

Peru 

Uruguay 

Venezuela 

ApPlication of the market reservation 

Contracting of foreign firms is adaissible: 

Only in special cases that can solely be founded on the 
lack of local technical ability in the subject matter of 
the required service, being impossible of substituting by 
subcontracting (Art. 16, Lav 18.875). 

In cases where the national consultancy canpanies lack 
sufficient technical experience (Art. 14, v. Decree-Lav 
16.650)*. 

In cases in which there is not a national company duly 
qualified for the performance of the services to be 
contracted (Art. 1, Decree 73.685). 

When the foreign participation is deemed necessary (Art. 
107 and 126, Decree 222). 

If unavoidable conditions imposed by financing sources 
require it (Art. 2, Decree 28.482). 

For basic engineering aspects where national technology 
does not exist, under conditions that guarantee an 
adequate transfer of technology (Art. 6, Lav 22.554). 

When the consultancy involves subject matters for which 
there is not sufficient knovlecige or experience in the 
country (Art. 7, f. 1, R.s. 2/6/74). 

When thece is not supply of national origin on adequate 
conditions of quality, opportunity and price (Art. 1, 
Deccee 1.234). 

• Applicable fcom l January 1986. 
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b. ~lsorx CJ\' 's 

The principal aia ot the cOllpUlsory constitution of a?? 

CJV's - as declared even in soae applicable regulations - is 

to ensure the transfer of technology froa the foreign to the_ 

local partnerr and the??, by contribute to the creation and 
• 

improvement of the country's technical abilities. At the 

saae ti.9e, the participation of local firas enhances the 

utili&ation of their operative capacity. generally subject 

to an unstable de.and and abrupt oscillations in the levels 

of activity. 

As indicated above, in all countries where policies of 

aarket reservation are appliea, when local services are not 

available, a foreign fir• can render the required services, 

provided that it associates caapulsorily with a local f ira. 

In Bolivia and Ecuador (where such a reservation is not yet 

in force) the compulsory association is the main rule 

applied to favour the participation of local fir1111. 

The CQllPulsory association.bas been provided for in absolute 

teras - that is, without holding it down to any type of 

external conditions - in the majority of the countries. In 

Bolivia, however, it applies when local firms with 

sufficient experience for the object of the work do exist; 

ana in Venezuela, if a significant partial supply of 

national origin is available. Apparently, according to 

thes0 qualifications, foreign firll8 could eventually bio for 

or obtain a contract without associating themselves with 

local fir11s. 

The conditions under which the association must ta'Rl"place 

varies from country to country. In almost all of them, 

there are some rules referring to the dcmicile and place of 

constitution, degree of participation of the local firm, 

attribution of representation and responsibility or to the 

conditions of employment and training. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
·1 

I 
I 

3.2 

One of the aain aspects regulated is the ainiaua 

participation that should be accorded to the local partner 

in the execution of the work. These rules are intended to 

avoid the constitution of CJV's as a aere formality, - a 

risk often pointed out - without an effective participation 

of the local personnel. This point is closely related to 

the conception of CJV's'~s a vehicle for tbe transfer of 

technology. 

llotwithstandiDCJ the uniforaity as regards to the principle, 

its i11ple11entation differs considerably froa country to 

cO\intry. Two main paraaeters have been laid down: 

i. ainiaua percentage of participation in the cost (Bolivia), 

contract's value (Colombia) or fees (Uruguay) involved in 

the project; 

ii. minimum participation in the tasks (Bolivia), or in the 

total scheduled •llOnths-a:an• in each phase, category or 

specialization or vork (Uruguay). 

The second criterion is cr(lcial to ensure that the local 

personnel is not confined to aerely administrative tasks, or 

to those which are not relevant fro• the technical point of 

view and for the upgrading of local abilities. 

Jt should be noted that while the Ecuatorian regulation 

~stablishes a minimum local participation of 30t, it does 

not spell out the factors on which tt.at percentag~.J.!..H~ be 

calculated. 

l•.ole of the Development Banks regarding the strengthening of local 

£.Onsulting capabilities 

We have already mentioned that the demand of consultancy services 

by public entities is by large the major component of the global 

de11.1nd of such services in developing countries Un Latin America 

the public sector accounts for 82' of the global demand). 

.. 
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Most of the financing of these services is channelled through 

public financing institutions, more particularly the development 

Banks at national, regio.1al and international level. 

In the field of consultancy services like in the case of 

construction and capital goods industry, the adequate use of the 

State's and/or Bank's buying pqwer aay substantially contribu*-'~o 

the creation and improvement of local f iras competitive position in 

daaestic as well as foreign aarkets But, it we except the aost 

advanced developin9 countries, the .. · mce between the various 

reasons conditioni119 the project execution is most often in favour 

of usin9 foreign services. 

At the national level, financing institutions find it difficult to 

include in their objectives and modus operandi conditions that go 

beyond the strict limits of the project and the possible acceptance 

of extra costs and risks in the short term for the sake of securing 

important advantages in the long term. 

For international Development Banks we can also consider that •the 

possible space for strenC]thening• .local technologic31 capabilities 

is generally strongly curtailed as financial consideration become 

dominant, and strict, cautious approaches tend to eschew any 

obsessions of actions which may seem rash and adventurous by 

banker's standards. 

Even the World Bank which reserves a considerable attention to the 

appropriateness in its choices of technology in developing 

countries has not adopted, for the time being, a firm position 

regarding the development of local consulting capabilities (1). 

But the problem is not simple and it would be unfair· to char9e the 

banker with the full responsibility for the prevailing situation. 

(1) Among the many constraints opposing the assistanc;e to the 
generation of local consulting capabilitiea, the world Bank 
has •to take into account the complex interdependencies 
between industrialiaed and developing nations•, CB Weiss and 
N Jacquier, •Technology, Finance and Development, an 
analysis of the World Bank as a technological institution•. 
Lexington 8ooke, Mdb~4chusetts, 1984. 
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The problea faced by the banier is generally not one of principle, 

but a technical problem. Development banks are all willrng-tc:-'take 

into account long run development impacts, local technological 

development (and have adopted these principles in their guidelines 

(2)) but how to quantify these aspects and integrate them into 

current projects evaluation proeedures? 

The adequate solution should probably not link necessarily the 

objective of executing current projects and the objective of 

developing local project execution capabilities. 

It is worthless to insist in trying to conciliate in the short run 

contradictory objectives. But this doesn't mean that nothing 

should be done and contradictory objectives very often can be 

conciliated in the long run. 

It is adequate to create within the Development Banks a specific 

organization dealing with the emergence and the financing of local 

project execution capabilities, playing a oifferent role and 

serving different objectives than those related to the 

implementation of current development project. 

(2) The horld Bank got interested in the early seventies in 
using the operations i~ financed for the purpose of 
developing local techn~~al capabilities. Work done on this 
issue bore fruit with the draftin? in 1977 of an Operational 
Manual Statement on •The Development of Local Capabilities• 
(World Bank, 1977), from which we quote the following 
passages: 

•creating and strengthening local capabilities to conceive, 
design and carry out development work on a sound basis is an 
important part of the development process. Without the 
expansion of such capabilities, the economi~ and social 
development of developing couut~ies may not be fully within 
their control, and even their ability to -.ke the best use 
of financial and human resources furnished from sources 
outside the country may be impaired. Furthermore, the 
eftective transfer of technology and ~he develcpment of 
technology appropriate to local condi~~~ns is facilitated by 
the insights and understanding of local conditions provided 
through local talent. It baa, therefore, been Bank policy 
for some time to encourage and foster the development of 
local capabilities to conceive, design and carry out 
development work ~" ~ sound basis. This policy is an 
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important element of the Bank's efforts to promote 
development in the developing countries. Since the Bank 
lends for •projects•, auch of the Bank's effort has been 
oriented toward capabilities related to project work, and 
this effort is carried out primarily through projects. As 
the Bank has becoaae more aware of the difficulty and 
c0111plexity of developing local capabilities of this sort, 
the scope and character of its effort has cha119eci and 
grown ••• The Bank and t}\e borrower are then faced with two 
problems, the solutions to which may, at least for the 
shorter term, be inconsistent or conflicting. The first is 
how to get a high quality project designed and carried out 
promptly and effectively; the second is how to assist the 
borrower to do such work on its ovn in the future. The 
solution to the first problem is noraally found in the us~ 
of consultants. It there are qualified local consultants, 
capable of doing all or part of the work, they should be 
used to the extent possible. The solution to building up 
the borrower's capability may be found (i) through 
practical, on-the-job training and demonstration carried out 
by the consultants e119aged to carry out the first takes, 
(iiJ through other, more intensive and comprehensive 
project-related training carried out ~z others, (iii) 
through techPical assistance provided separately from design 
functions (such as the provision of •managers•, technical 
and financial specialists, or planners), (iv) through 
technical and vocational training provided as part of the 
general education prograaae of the country, or (v) through 
some combination of these. It is important, however, not to 
lose sigh of this general problem when finding a solution 
the the specific problem of getting a high quality project 
designed and carried out. Furthermore, if any of these 
general training efforts is to be effective, it is necessary 
that time, staft •nd funds be provided for this purpose; 
these activities can appropriately be included in a project 
and funds for this purpose included in the loan. The 
training activities should be supervised in the course of 
project implement~tion to the same extent as other 
activities. There is much that can be cone progressively 
over time to build up local capabilities, without 
jeopardizing Bank standards, by starting with the simpler 
tasks. Over the years, many of the Bank's borrowers have in 
this way built up their capacities to design and carry out 
projects, eventually with little outside help; and in a 
number of developing countries, a strong consulting 
profession has grown up. 

It is important in the long run for developing countries to 
have a local capability for >re-investment work as well. In 
drafting terms of reference g~d considering proposals for 
pre-investment work, Bank staff should bear this 
consideration in mind and should be prepared, depending on 
country and other ci!cumstances, to include in the terms of 
reference provir;ions encouraging the consultants ~o make the 
maximum use of local tirms through joint-ventures, 
sub-contracts or otherwise". 
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The objective of developing local project execution capabilities is 

a development objectives in itself and deserves as much are as 

developing any basic infrastructure. 

To substantiate the feasibility of this idea, I will mention an 

existing institution which actu~lly has in a developing country the­

mandate, the objective, the authority and the resources to 

specifically assist and finance the creation and absorption 

processes of technologies in general, and the 

generation/development of local consulting capabilities in 

particular (l) • 

•Finalization de Estudos e Projectos• (FINEP) is a Brazilian public 

institution dealing with the financing of and the assistance to the 

whole process of creation and absorption of technologies from basic 

research at acadeaic institutions to the development and use of new 

technologies by Brazilian firms. The activities of FIHEP may be 

classified into four functionR: 

a. as a goverlllllE!nt enterprise - it supports the execution of 

studies and projects, the technical and financial capacity 

of Brazilian consulting firms and the technological 

development of national corporations; 

b. as the Executive Secretariat of the National S•T Development 

Fund, it regulates the utilization of its resources in 

priority programmes and projects according to the criteria 

established by the Basic Scientific and Technological 

Development Plan (PBDCT); 

c. as the Executive Secretariat of the Coordinating Co111111ission 

of the Articulation Nuclei with the Industry (SE-CCNAI) it 

is responsible fo1 promoting the substitution of imports of 

capital goods and engineering services by public 

corporations; ..... .,, .. , ... 

(1) some equivalent institutions should exist in some of the 
most advanc~d developing countries. Their activities are 
quite recent but their experience could be relevant to 
define pract. il llWll!'lures towards the generation of 
uun11ultin9 co1r 
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d. as responsible for managing the .fonds of the Progr ... e of 

Energy Mobilization (PME), created with the objective of 

promoting energy conservation in general and the 

substitution of the oil products through the utilization of 

alternative sources. 

3.3 RecOllllllended measures 

Having identified the institutions which may have an influence on 

the generation/development of cons~lting services, the role they 

can play, and some of the relevant mechanisms actually used, one 

can outline a corresponding international cooperation network for 

industrial consulting in charge of conducting an efficient and 

coherent plan of action in this field. 

J.3.1 The cooperation network for industrial consulting 

The use of international cooperation networks to deal with complex 

issues involving to many actors and aechanisms is a well 

established practice which proved its efficiency. 

The World Bank has contributed, financially and organizationally, 

to the building up of three international networks (the 

Consultative Group on International Agricultural Research, CGIAR; 

the Tropical Diseases Research Programme, TDR1 and Cotton 

Development International, CDI). 

The way these networks have been created and managed amount to a 

state-of-the-art method for managing international networks. 

The international network for industrial consulting (which should 

be the subject of a comprehensive study (1)) will include at least 

the institutions and bodies identified in 3.1 (professional 

associations, owners organi%ations in charge of investment, 

development Banks, governmental bodies in charge of cegulating 

various aspects affecting the consulting profession). The salient 

feature of the network could be as follows: 

(1) A study has already been executed by UNIDO concerning the 
r99ional cooperation network between DC in the ESCAP 
Region. A •i•il•r r.tudy •hould be done for Africa and Latin 
Ame&o.fca. 
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aaxiaua use of existing institutions vbich deal vith an 

important aspect of the variO'~s facets of t.~e consulting 

profession: 

the operational arm. the back bone of generation/developa.ent 

of consulting activities•are the development Banks which not­

only assure (at national. regional and international level) 

the financing of investJDents. but should also develop 

services to finance the development of local capabilities. 

The successful activity of PINEP in Brazil in this field has 

proved that this objective could be pursued as a viable 

financing scheme. 

Moreover, SOL.'! regional financing institutions (notably African 

Development Bank and Islamic Development Bank) have already shown a 

particular interest in supporting the development of the consulting 

profession in their respective regions. They have initiated and 

are partly financing regional federations of consultants and are 

looking for more active measures to develop the profession. 

The contribution of the World Bank to the development of local 

capabilities could be more focused on the use of joint ventures 

(between local and foreign consultants) for the projects financed 

through its group (1). 

The World &ank could also finance the creation of private 

ccnsulting firms through International Finance Corpoiation (IFC). 

As shown in the attached network charta, the multiplicity of 

bodies/institutions having an influence on one aspect or another of 

the conrulting profession, imposes a •focal coordination and 

convergence point• at the national, regional and international 

level (2). 

( l) 

(2) 

This is in accordance with the trend• of national 
iegulations concerning the use of compulsory joint ventures 
to develop local consulting capabilities. 

For instance M? N Nicolaidis in the UNIDO Report (Regional 
Cooperation Networks in Industrial Conaulting between DC in 
the ESCAP JlecJion (DP/.kAS/83/013), p.111) recommends as 
suitabl• location tor the ltegional Secretariat, the Asian 
and Pacific Developm1;?nt Centre (APDC) in K"ai.1 rJumpur. 
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At the national level this focal coordination point could be 

located in the Ministry in charge of industrial development. At 

t.be regional level it •::ould be a cell or a Secretariat located in 

one of the relevant regional organizations (1). 

At the international lEvel UHlDO throucjb its ECDC/'l'Cl>C activities 
• could assure the coordination df thc!'~ndustrial Consulting ~etwork. 

On the top of the frU11NOrk •a governing body (Board, ec-ission, 

<=<-ittee) or Executive Director• (2) should reflect tbe 

representation of the ac.in interests or institutions having an 

influence on the matter and assure the role of defining the main 

objectives of the network and controling its execution. 

3.3.2 Tentative plan of action 

It can take between one to two years to establish an international 

network for industrial consulting. 

Practical and realistic steps toward the establishing of these 

networks could be: 

Intermediate steps before establishing the network for 

Industrial Consulti!).9 

to deepen the knowledge of th~ ~urrent situation and 

level of development of conaultirag capabilities in 

developing countries - existing potential, vays and 

means to generate and develop these capabilities. 

(1) (2) Por instance, II M Mic<>laidia in the UHIDO Report (Regional 
Cooperation Networks in Industrial Consulting between DC in 
the ESCAP Region (DP/RAS/83/013), p.111) recC11111enda as 
suitable location for the Regional Secretariat, the Asian 
and Pacific Development Centre (Al'l>C) in Kuala Lumpur. 

.... 

·. 
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3.3.2.2 

(l) 

llore surveys and studies sbo:.1ld be devoted to tbis 

aatter (1) and diffused to bodies or people 

interested in tbc development of these activities: 

to provide assistance to the developmient of national 

and regional prof,ssional associations; 
• 

to assist in developing financing instruments for the 

development of local capabilities (probably as a nev 

activity of existing developllent Banks); 

to provide assistance to developing countries to 

establish institutional& frameworks, and the 

necesStUy laws, regulations and practices to monitor 

the generation and development of local capabilities. 

The develop!!ent of the international network for industrial 

consulting 

Most of the aeasures proposed in 3.3.2.l can be considered 

as preparatory steps toward the establishment of the 

inciustrial consultiOCJ network. 

The creation of the network itself requires to design a 

workable network, and a fairly long period of negotiations 

with the main participants. 

This is why I recomaend the measures defined in 3.J.2.1 as 

the aini•u• which can be done in the short run, if some 

practical actions are to be initiated in favour of the 

development of the consulting-'8ector. In that case, the 

establishment and the functioning of the network could be 

pursued as a lledium ter• objective but the first aet of 

measures will contribute to prepare it. 

Despite the strategic importance of consulting for 
industrial development the studies and aurveys related to 
the 111atter are derisory and very poor, and reflect the level 
of concern, allocated resource• and results reached 
regarding the development of local project execution 
capabili~ies in developing countriea. 

..... 




