AGENCY FOR INTERNATIONAL DEVELOPMENT FOR AID USE ONLY

WASHINGTON, D C 08,
BIBLIOGRAPHIC INPUT SHEET Botch T2

A PRIVAARY
" |Development and economics DC00-0000-0000
FICATION 8, SECONDARY
Development assistance

2, TITLE AND SUBTITLE

International requirements for project preparation: aids to obstacles to
development planning?

3, AUTHOR(S)
Rondinelli,D.A.
4, DOCUMENT DATE 5. NUMBER OF PAGES 6. ARC NUMBER
13p. ARc
7. REFERENCE ORGANIZATION NAME AND ADDRESS
Syracuse

8. SUPPLEMENTARY NOTES (Sponsoring Organisation, Publishers, Availability)
(In J. of the Inst. of Planners,v.42,n0.3,p.314-326)

9. ABSTRACT

s
'

10. CONTROL NUMBER 1. PRICE OF DOCUMENT

PN-RAB- 721
12. DESCRIPTORS . . ] 13, PROJECT NUMBER
Developing countries Technical assistance
Evalusticn ) 14, CONTRACT NUMBER
National planning AID/ta~C~1282 GTS
roject planning 15, TYPE OF DOCUMENT

3

AID 890=1 {4s74) ~
.



International Requirements for

Project Preparation:
Aids or Obstacles to

Development Planning?

Dennis A. Rondinelli

///U/A‘Z ~C42F2

Syro -

Identification and preparation of economic and
social development projects has been, over the past
quarter of a century, a critical problem for de-
veloping countries. Problems of disaggregating na-
tional plans into well-prepared investment proposals
continue to obstruct the progress of development in
the Third World. International assistance agencies,
attempting to overcome deficiencies in planning and
administrative capacity in less developed nations,
have taken an expanded and more direct role in
project preparation and analysis and have formu-
lated a complex set of procedures and requirements
for project planning, preparation and feasibility
analysis.

The analytical requirements have become so com-
plex, however, that application is beyond the ad-
ministrative capabilities of mecst developing na-
tions, thus intensifying their dependence on foreign
experts andl consultants for project planning. Foreign
standards and procedures are imposed on govern-
ments, often without sensitivity to local needs and
constraints. This study, drawing on internal evalua-
tion reports of three major international assistance
agencies, reviews the requirements and procedures
of project preparation, examines difficulties in their
application, and recommends the evaluation of
alternative and more simplified procedures for
preparing development projects.

Translaung natonal development plans into opera-
tional programs and investment projects is one of the
most critical and difficult tasks facing planners and
administrators in developing countries. No matter
how comprehensive or sophisticated, plans are of
dubious value unless broad policy objectives can be

Denmis A Rondinells 15 director of the Urban and Regional
Planmng Program at the Maxwell School of Citizenship and
Public Affawrs, Syracuse Umversity He has served as a sentor
Sellow at the East-West Center " Hawan and 1s a consultant
on urban planming and management and development adminss-
tration to the U S Department of State and government agences
in the United States and abroad He 1s the author of Urban and
Regional Development Planning Policy and Adrimistra-
tion, recently published by Cornell University Press
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transformed into programs of action and projects can
be implemented. Yet the record of developing na-
tions over the past two decades of transforming plans
into 1nvestment projects has been poor, and a spate
of studies attests to continuing difficulties *
Problems arise in part from the inability of plan-
ners to communicate concisely the investmentimplica-
tions of long-range plans and policies to national
mrnistries, provincial and local governments, auton-
omous agencies, parastatal institutions, and private
firms with investment resources But more often, and
more seriously, national development plans ssmply do
not speafy projects requued for implementation
Most plans state objectives in that vague and
amorphous language calculated to gain consensus in
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.~ the abstract without previding a specific impiementa-

tion strategy that might generate conflict and opposi-
tion. They often lack cost estimates and resource
allocation proposals, fail to disaggregate macro-
economic targets through mtermediate sectoral pro-
grams and regional plans, and neglect to recom-
mend projects for funding in the annual and capital
budgets Ihe overwhelming obstacle to better imple-
mentation 1 most countries, however, 1s that na-
tional planning remains divorced from project
identification, preparation, and selection.

The difficulties of activating natonal development
plans through well-prepared economic and social in-
vestment projects have appeared repeatedly during
the past few years in evaluation reports by interna-
tional funding insututions, bilateral aid agenaies,
and development scholars. Waterston (1971, p. 240)
notes that “there 1s generally a scaraty of well-
prepared projects ready to go and 1t 13 hard to find
coherent programs for basic economic and social
sectors. The lack of projects reduces the number of
productive investment opportunities "

The World Bank (1972) found 1n its attempts to
provide greater assistance for public facthues proj-
ects that the nability of developing natons to
prepare proposals adequately was one of the greatest
obstacles to increased investment. The United Na-
tions Economic Commussion for Africa (1969, p. 662),
summarizing problems plaguing most of the develop-
ing world, noted that “in many countres essential
pieces of development cannot be carried out at the
time when they are required, not solely because of
financial shortages, but because the projects them-
selves have not been technically prepared.”

These findings are echoed 1n assessments by
government agenctes in reveloping nations A recent
analysis by the government of Ghana concisely
summanzes the problem “Most planners in Ghana
today accept the fact,” notes the Ministry of Economic
Affairs (1971, p. 662) “that the slow progress or
even the outright fallure of Ghana's national de-
velopment plans has been caused, not so much by
inherent weaknesses in the formulation of previous
development plans, but rather by the failure of the
plans to 1denufy feasible projects for development "
Analysis of fifteen years of deveiopment planning 1n
Iraq (Jalal 1972, p 124) concluded that “the funds
available for investment always exceeded the amounts
required for the execution of existing feasible and
well-prepared projects ” The United Nations (1969,
p 69) contends that these weaknesses of project
preparation not only create bottlenecks to develop-
ment but that “there are many cases where the
shortage of good projects 1s even more serious than
the shortage of capital or foreign exchange ”

The magmtude of difficulties in developing nations
has thrust international assistance agencies into a more

JuLy 1976

direct and vastly expanded role in project identifica-
tion and preparaton Although every international
assistance agency insists that the government has final
responsibthity for project planning, 1n 1eality develop-
ing nattons have had to delegate a substantial amouat
of contiol to toreign consultants and wd otficuls?
The duect intervention of international agenaes in
project preparation 1s n part a response to the severe
deficiencies in planning and project analysis skills 1n
developing nations, but the “deficiencies™ are, 1n a
sense, artificially created by the complexity of interna-
tional procedures

Project preparation guidehines are designed to en-
sure that proposals are compatible with lending -
stitution policies, procedures, and 1equnements, as
such they have become instiuments of contiol 1ather
than of aid As those procedures become more
numerous and complex, further demands are placed
on the mited planning and administ1 atien capacity of
developing nations, making them moi e dependent on
foreign expertise.

In reahty application of piroject prepmration pro-
cedures 15 beset with continuing ditficulties The
evidence indicates that the imposition of international
requirements has done little to assist developing na-
tions to activate development plans and may m fact
have aggravated the problem of preparing relevant
and appropriate investment proposals

Process of project preparation

The operational manuals and policy papers of
major international assistance orgamzations—the
World Bank, the United Nations Development Pro-
gram and associated executing agencies within the
United Nations Development System, and the United
States Agency for International Development—pre-
scribe a complex set of requirements for preparing
and analy2\ng development projects.

Project for mulation and preparation 1s preceded by
wdentification of an idea for mvestment, either
through formal or informal processes. In most de-
veloping countries, proposals emerge through un-
guided enterpreneurial investment, from the operat-
ing programs of government minmistites, or through
mixed systems of private irvestment in government-
sponsored ventures. Projects are also concened m-
formally and spontaneously through interaction
among assistance agency personnel, government
offiaials, and private investors, or arise fiom external
pressures, emergencies, o1 cuises, from the political
commtments of national leaders, o1 1n response to
priontes of foreign governments and international
funding agenaies (Rondinelh 1976).

Regardless of their source, once development needs
have been identified and tianslated into mvestment
proposals, internauonal assistance agencies 1equire

'
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projects to be prepared in sufficient detail to test their
feastbility using a complex set of financial, economic,
sonal, technical, environmental, and adminstrative
criteria Immediate and long-range development ob-
jectives must be clearly described, the preconditions
for a project’s success must be determined and their
existence, or the potental for their creation, assessed
Desired results and requisite resources must be de-
fined and related to basic project design 1ssues—size,
locauon, availability of markets, technology, and other
nputs, and administrative arrangements for project
execution

Further, government agencies and program offices
must be contacted to estabhish the relationship
of the project to national, sectoral, and regional
plans. Prefeasibility studies must determine 1if experni-
mental, demonstration, or pilot components are re-
quired prior to proposal of full-scale operations Once
resources are tentatively identified and defined, the
proposal must be prepared 1n greater detail for re-
view by funding agencies, supporting groups, higher
level government ministries, potential beneficianes,
and 1ts feasibthty determined by professional analysts.
A composite of international requirements 1s depicted
in Figure 1

Elements of project preparation

International assistance agencies require that proj-
ect preparation, n its most elaborate forms, include
a sertes of increasingly detailed studies. reconnaisance
investigations, premnvestment analyses, prospectus
formulation, and formal feasibihty analyses.

Preliminary roconnaisance investigations

The objectives of a reconnaisance investigation
are to determine whether a projert proposal has suf-
fiaent ment to be included in national investment
plans and budgets, and, if it 15 deemed meritorious,
to decide on 1its priority in comparison with other
proposals (United Natiors 1972). Reconnaisance 1s
often performed by the parent orgamization of the
proposing agency or by a central planming commuis-
sion and consists of a review to estabhish that the
idea falls within general development plans and
policies

Preinvestment studies

Preiavestment or prefeasibility studies sometimes
incluac preliminary reconnaisance but generally serve
three other purposes to determine the most ap-
propriate means of defining an mmtial proposal in
relation to social and economic development needs, to
gather supporting data to justify the proposal once the
government has decided on 1ts ment, and to col-
lect information required for preparing a prospectus
and 1n conducting a formal feasibiity analysis. The
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United Nations suggests that preinvestment studies
also identify potenual bottlenecks, deficiencies, and
preconditions for successful execution and recom-
mend policy and administration reforms required to
operate the project effectively (Taylor 1970, Ewing
1974).

As noted earlier, international assistance agenctes
are taking increased interest i this aspect of de-
velopment adminmistration 1n order to generate a
larger quantity of what they consider to be feasible
and well-prepared projects The World Bank, thrcugh
its cooperative program, has premvestment studv
agreements with the Food and Agriculture Organiza-
tion of the U N (FAO) on agniculture and nutntion
projects, UN Educational, Scientific, and Cultural
Orgamzation (UNESCO) on education and popula-
tion projects, U N Industrial Development Organiza-
tion (UNIDO) on industrial projects, World Health
Organization (WHO) on health and water supply
activities; and UNDP on transportation studies The
bank in some cases prepares, and 1n others approves.
the specifications and plans of operaticns for Umited
Nations studies It merely reviews the preinvestment
studies of other organizations and then mtiates 1its
own follow-up investigations (Rondinell: 1976)

UNDP preinvestment studies, depending on the
form of the request and the scope of the problem,
may be general invesugations of sectoral or national
development needs that suggest general areas for in-
vestment, or means of defining already idenufied
ideas to meet those needs In other cases, the UNDP
requires detailed data for speafic proposals In the
prefeasibility assessment of potential agricultural
projects, for instance, information must be provided
on the volume and value of expected incremental
production based on existing prices, on markets for
commodites and storage, transport, processing and
distribution facilittes, on price and cost mcentives to
oroducers, processors, and distributors, and on hkely
overall costs and benefits

Stmilarly, for potential housing projects, UNDP re-
quires information on the housing market, including
housing requirements, effecive demand and annual
supply, distribution of income and propensity to save,
current housing costs and piro.pects for public sub-
sidies, on available financing for housing, on capital
requirements of housing finance institutions, on hous-
g policy and subsidies, both open and disguised,
available to different income groups, and on estimated
benefits and costs (UNDP 1973).

USAID requires from 1ts field missions a project
review paper (PRP) for each proposal, which serves as
a premvestment analysis by providing a description of
how the project relates to USAID’s assistance priori-
ties and the country’s national and sectoral develop-
ment objectives, an indicauon of major beneficiaries
of the project and key social and economic factors

AIP JOURNAL



.. Flgure 1. Major requirrments for development project preparation

Project Identification

—Perform macroanalysis coun-
try programming, sectoral
planning, forecasting and
projection, policy analysis

—Perform microanalysis gap or
needs analysis, input-output
studies, capital and deficien-
cles analysts, social analyses

—Set immediate and long-range
development goals

—Set specific development tar-
gets for sectors

—Identify potential prograr.s
and projects

Imtial reconnaisance and
project definition

Prefeasibility analysis
and formulation .

—Establish need or demand for
proposed project

—Define linkages with develop-
ment plans

—Determine potential “external
effects” of project proposatl

—Ildentify beneficiary groups or
target areas

—Estimate “order of magnitude"
costs

—Estimate other resource com-
mitments

—Seek initial political and ad-
ministrative support

—Circulate "idea stage" pro-
posaltotechnical and operat-
ing ministries for review

—Refine project objectives and
targets

—Detine potential components

—Evaluate potential uesign con-
figurations

—Dotermine appropriate project, .
size and potential location

—Analyze preconditions for suc-
cessful imptementaticn

—Estimate potential costs and
benefits

—Propare suggested financing
plan '

—Refine justification analysis

—Secure preliminary govemn- °
ment review and approval

—Qbtain preliminary review by

H
v

'

potential funding sources

J

L

Prdject design and prospectus preparation

—Determine major local conditions and needs,
constraints and parameters affecting design

—Delineate components, activities, and tasks

" —Prepare blueprints and specifications for

Formal feasibility analysis

—Perform detailed market studies S
—Perform commercial, financial, and economic

) studies

—Perform site and location studies

equipment and facilities

—Prepare niial operating plan and work
schedule

—Prepare life-of-the-project budget

—Prepare detailed job descriptions

—Estimate technological requirements and
plan for technology adaptation .

—Establish preliminary resource acquisition
plans ‘

—Prepare preliminary production and delivery’
schedule ' '

—Choose appropriate organization for imple-
mentation ' g !

1 \

—Perform technical and technological studies
—Assess organizational and manageral ar- '
rangements
—Analyze social and environmental impacts
—Calculate least-cost or cost-benefit estimates
—~—Review operational plans ‘
—Assess administrative capability of sponsor--,
Ing agency :
—Recommend changes (n project design

l L P
I} wWh

—Prepare formal prospectus

* H

: [N
*
v [
:
LR ! v
.

Foroos 0 My ;
Project redesign

L

External appraisal

ske

Selection and approval

that are pertiner:t to the proposed project such as
cultural feasibility and appropriateness of available
technology, and preliminary information on the
activities of other mululateral and bilateral donors in
the general sector. Studies or analyses required to

\ t
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develop the project and preliminary estimates of costs
and time of implementation with esumates of finanaal
resources required from AID and the national govern-
ment, must also be identfied (USAID 1974). The
information gathered through preinvestment studies



should provide the base for formulating a more de-
taled prospectus

Prospectus preparation

Once a decision 1s made to pursue a project idea,
at least through the feasibility analysis stage, the con-
cept must be refined and formulated into a preliminary
proposal for review and assessment by potential
partictpants and by financial backers The prospectus
sets out the idea formally and provides informauon
essential for feasibility testing

Contents of a prospectus vary widely and are deter-
mined, as are other components of preparation, by
requirements of the planming mumstry or other
government body charged with review of prorect
proposals, and by regulauons of external finding
agencies Knowing that assistance organizatons give
preference to projects with high priority in govern-
ment development plans that have seemingly survived
a nigorous mitial evaluation, governments in develop-
ing nations adopt stnngent formal procedures for
prospectus preparation

Korea, for instance, requires all industiial and
commercial project proposals submitted to the
government to follow a umform format that de-
scribes the project, esumates demand and supply
for goods to be produced, provides a production
schedule by year, and 1dentifies intermediate mnputs
of domestic and foreign goods and services In addi-
tion, the prospectus must contain an analysis of
balance of payments effects, employment schedules
for construction and operating periods, cost esu-
mates, money flowsheets by source of funds, and
preliminary analyses of value added durning the proj-
ect’s operations (Lee 1969)

Feaslbllity studies

The final element of project preparation seeks to
establish that the proposed project in 1ts initial design
is technically possible, economically and finanaally
sound, capable of beng implemented with exist-
ing or easily expandable administrative capaaty,
and not adverse to social, political, or environmental
conditions. Recent policies of international funding
agencies require feasibility studies to go well beyond
the traditional “engineering-technical” report associ-
ated with constiuction projects and to review alterna-
uve techmical, finanaal, social, and admnistrative
designs so that the project makes the maximum
posstble contribution to economic and social develop-
ment uulizing the least resources and generating
mimmum negative spillover (King 1967)

Feasibility analysis must confirm that sufficent de-
mand or need exists or can be created for project
outputs and that the most effective means have been
selected for producing thosc outputs. A good
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feasibiity study, according to lending agency re-
quirements, would idenuify prerequisites tor success-
ful implementation and operation, suggest wavs of
removing critical constramts and of modifung the
scope, contents, size, and location of the project
to better attain national, sectoral, and regional de-
velopment goals

As international assistance agencies and govein-
ments of developing natons pursue more complex
soctal and economic development objectives and turn
to more complicated analyses to test the practicality
of multicomponent, ntegrated, sectoral projects,
analytical requirements have berome both more
numerous and more demanding At least six ty pes of
analyses are requned for comprehensne feastbihity
studies
Market or needs analysis. Market analysis of in-
dustrial and commercial projects must describe and
evaluate raw material markets, resource supph and
price conditions, domestic and export demand for
goods to be produced, as well as demand by sector,
industry, and consumer market area The United
Nations (1958, pp 13-14), n s classic manual on
economic development projects, suggests analyvsis of
eight major sets of factors in determining market
feasihility, including a staustical series on overall
trendsin production, foreign trade, and consumption;
uses and specifications of the goods and services to
be produced, including the volume, quantities, sizes,
and standards of products needed over the hife of the
project, and prices and costs of production, distribu-
uon, and sales to wholesalers and end-users It pre-
scribes analysis of the sources and location of supply;
of input importation requirements, of competitive
goods and services, technical and price substtution
possibilities, opportunities for obtaining advantages
over competitors through mnovauon, and factors
affecing demand fluctuations, and of economic
policies directly mfluencing the market for project
outputs, including trade and price controls, subsidies,
incentives, and taxes

For public projects producing nonmarket goods
and services, such as educauon, health, populauon,
and rural development, needs analysis 1s sull more
complex, yet nternational agencies require similar
factors to be taken mto consideration in esttmating
the “demand” for project outputs (Parnes 1962, IBRD
1972, USAID 1974)
Technological and technical studies, The technical or
engineering analysis of a project proposal examines
the physical and technological possibihties of produc-
ing goods and services at an acceptable cost m a
particular location (Walsh 1971) Technical feasibility
studies include analysis of physical facilities and de-
sign layout, giving particular attention to proposed
capacaty and production plans, production processes
and production preconditions, consiruction require-

1
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ments, tiking into consideration itemized timetables
lor comtract:tendering, negotiations, civil works, sup-
ply of matenals, and actual building requirements.
" ‘The technology of service production and distn-
bution for social projects must also be examined
in detail In a family planmng project, for instance,
the World Bank recommends assessment of physical
faclities—buildings, equipment, and vehicular needs
for dispensing contraceptives, and for traning, re-
search, and program administration—of alternative
contraceptive methods and supplies; and of the
distribution channels through which contraceptives
are made available to acceptors (IBRD 1972).
Location and environmental studies. International
assistance agencies prescribe detailed analysis of both
regional location factors and specfic site-selection
criteria. Macro- and regional-location studies con-
centrate on determining population and labor force
size and characteristics 1n the area of the proposed
site, concentration and distribution of related
economic activities, tnventory and evaluation of infra-
structure, and utihttes and delineation of the service
area Site studies seek to determine the physical
adequacy of land on which the project will be con-
structed and the appropnateness of the location to
the achievement of project objectives

The most extensive additions to feasibility require-
ments are found in the environmental, health, and
ecological :mpact crniteria recommended by the World
Bank Group. In an agnicultural project, for instance,
the government would determine the state of the eco-
system in the proposed location, the hikely effects on
land erosion, on water supplies and replemshment
capacity, and on wildlife and fishery stocks The
dangers of preempting future resource options, of
creating adverse microchimatic changes, of promoting
air and water pollution must be examined along
with the potential adversities of pestictde and chem-
cal fertilizer use For industnal projects, the World
Bank seeks analysis of a project’s potential eftects on
natural resources, of the site’s assinnlative capacity,
of waste management controls, and of disposition of
by-products and refuse (IBRD 1974a).
Economic and financial studies. International fund-
ing institutions, not surprisingly, concentrate their
attention most intensively on economic and finanaal
analysis. Development banks are espeaally con-
cerned with two primary features of a project—
creditworthiness of a borrower and bankability of the
proposed venture The World Bank determines
creditworthiness through analysis of “country eco-
nomic performance” past actions taken by national
governments to mfluence or direct the economy n
order to increase the effectiveness of resource
utilization (Karmack 1970). Performance 1s evaluated
through studies that seek to obtain a

comprehensive picture of the structure and de-

Jury 1976

velopment. prospects of the economy by assessing
its agricultural, mineral, industrial, and human tre-
sources, its basic facilities such as transport and
electric power, the quality of its public administra-
tion and education, its external trade and payments,
its internal finances . . . the manner in which 1t is
handling 1ts economic affairs and the progress 1t 1s
making toward achieving 1ts economic and soaal
development goals This leads to judgments about a

country's “creditworthiness” . (IBRD 1974b).

Bankability is assessed through finanaal feasibility
studhes, through the calculation of internal rate of re-
turn, and through an assessment of risk. Social cost-
benefit calculations must be made for nonmarket
projects. The United Natuons (1958) manual on
project preparation recommends analysts of social
productivity, including the project’s potential ef-
fects on the national economy, investment require-
ments including fixed assets, items of fixed invest-
ments, working capital, and foreign currency require-
ments, and financing plans, including the source of
equity capital and credit, use of local and foreign
currency, and availability of funds for construction
and recurrent expenditure
Social analysis. Developing nations are asked 1in-
creasingly by assistance agencies to scrutinize at the
feasibility stage the potential socal impact—and the
indirect spillover effects—of projects on pecple and
cultural traditions Again, the World Bank (IBRD
1974a) has taken the lead in introducing a wide
vaniety of “human ecologic” considerations into
evaluation of project proposals In agncultural proj-
ects, for instance. the bank urges consideration of
such factors as the environmental, health, and social
problems likely to occur through changes in popula-
tion density and life-style brought about by the
project; the social impact on inhabitants of resettle-
ment or relocation, and the skills and techmques re-
quired for successful adaptation to changes intro-
duced by a project Other orgamzations, such as the
International Labour Office, urge consideration of the
labor-generating and manpower development im-
pacts; UNESCO prescribes assessment of the implica-
tion for promoting “social justice”; and USAID re-
quires analysis of the role of women in develop-
ment activities
Administrative, organizational, and managerial
studies. Finally, international assistance agencies rec-
ommend analysis of nstitutional and operational
factors required to implement the proposed project.
The United Nauons (1971, p. 77) notes that “ad-
ministrative dimensions of a project are gener. lly
conspicuous by their absence at the formulation
stage. This i1s due in part to the predominance of
economic and technical feasibility considerations in
formulaung projects and in part to the lack of ap-
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preaiation of the admnistrative dimensions.”

Developing countries are advised to evaluate ad-
ministrative arrangements and to explore a wide
variety of managerial 1ssues, including whether a
project should he implemented by & new or an exist-
ing agency and whether a “project management
structure” must be created within the implementing
agency; those concerming peisonnel, equipment, and
training requirements, and those related to overall
admmstrative reform and expansion of administra-
tive capacity to execute and operate the project
successfully At this stage of feasibiity analysis,
moreover, analysts are urged to determine the ability
of government mnstries, autonomous authorities,
and private orgamzations to provide requisite re-
sources and supporuing facthues for project imple-
mentation

Problems in applying
international procedures

Although prescribed procedures seem rational in
the abstract, beth developing nations and assistance
agencies, 1n reality, expertence recurring difficuluies
in applying them ? Speafically, difficuluies anse from
the nahility of project planners to sausfy abstract
and complex formulation requirements, from the ap-
parent lack of a relanonship between detailed tech-
nical and economic analysis and successful project
implementation, and from the delegation of prepara-
tion functions to foreign consultants, resulting n
distortion of nattonal priorities

Problems occur, moreover, from the insensitivity of
aid officials to national poliical constraints, from
assistance agency intervention 1n project formulaton,
and from inadequate provision of support to national
planners to meet international requirements. Project
preparation in many cases becomes a meaningless
exerase of “padding” feasibility studies withirrelevant
data because required information and analytical
skills are not available, espeaially m the poorest
developing nations.

Inabliity to meet international requirements

Despite requirements that projects be clearly de-
fined, for instance, evaluation reports note recur-
ring failures of project proposzls either to define
expliatly immediate- and long-range development
goals or to Iink immediate project purposes with
longer-range development objectves, the failure to
state objectives and targets in measurable terms
that would allow meaningful feasibility tesing, and
the faillure to idenufy and integrate distinct but
related individual capital construction and physical
infrastructure projects into larger systems or networks
that would produce greater development impacts.
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Nearly all of the projects in the half-dozen African
and Middle Eastern countnies recently evaluated by
United Nations assessment teams lack plans o1 de-
signs which conform to UNDP definitions of clearhy
stated objectives Maost proposals, the UNDP tound.
contain not statements of objectives but mixtures ot
descriptions of goals, activities, inputs, and outputs
(UNDP 1969, 1970, 1972, 1973)

World Bank and USAID evaluations frequently
uncover projects with designs that were unrealistic
in 1elaton to avalable ume and resources for
implementation and that nadequately specified the
relationships among objectives, actvities, required
resources, and expected outputs In reality, many of
these “deficiencies” i preparation were ignored or
justified n feasibibty studies Projects weie ap-
proved, although they were designed atnappropriate
scale, 1esulting 1in unplanned additions o1 expansions
during implementation or in below-capacity opetation
after completion Defective location studies, the re-
ports contend, allowed selection of mappiopnate
sites for pilot and demonstration projects resulting
in replicability problems. Examples abound of mac-
curate or poorly designed market studies and
economic analyses that led to execution of projects
producing outputs for which there was no existing
market or potential demand

Tenuous relationships between detalled
analysls and successful implementation

The imposituon of international assistance agency
procedures and techmques does not necessarily solve
these problems Even in those developing nations
where sophisticated macroeconomic: analysis, sectoral
planning, reconnaisance and preinvestment studies,
and detailed programming have become part of na-
tional planning, there is often lttle congruence be-
tween project identification and developr .ent prior-
ities or between intensive analysis and successful
implementation

Analyzing the effects of sophisticated planning
techniques 1n Africa, Ben-Amor and Clairmonte
(1965, p. 495) argue that “the hold of the plan on the
nation’s economy 1s often almost neghgible. Some
plans are no more than a framework for big projects
which, save in a few exceptional cases, are export-
oriented foreign enterprises.” They note that “the
domestic repercussions of these giant projects on the
general level of employment, income, and domestic
gains are isigmficant ”

Feasibility studies often become ends in themselves.
The multivolume economic, techmcal, and environ-
menta! analyses and finanaial studies funded by the
World Bank, for instance, sometimes manipulate
vast amounts of unrehable data with complex
statistical formulas to produce elegant tesumony to
the desirability—few large-scale, detailed, expensive

AIP JOURNAL



studies find that the proposed project 1s not feasible
—of a project that most government officials could
have assessed intuitively drawing on past experience
and knowledge of local conditions at a fraction of
the time and expense incurred by the funding
institutions.

While the technical studies frequently provide
helpful nsights for redesign or modification of
basically acceptable proposals, it 1s often the un-
quantifiable cultural and pohtical conditions that are
most mmportant 1n determining overall feasibility
Investigations of the factors contributing to successful
population planning projects 1n Asia, for instance,
have found that cultural differences are paramount.
Projects promoting tubal ligations are successful in
Thailand, not because they are the most economical
or technically effective but because any technmiques
that appeal to merarchical authority patterns or to the
strong role of women in family decisions have a
higher probabihty of success, those that do not are
doomed to failure (U S Congress 1973)

Delegation to foreign consultants
and distortion of national priorities

Oversophisticated procedures and echmques to-
gether with scaraty of trained manpower and an-
alytical capabihity often lead to delegation of prepara-
ton functions to foreign consultants. But, while
foreign planners and analysts may be more technically
competent, they often lack the intimate knowiedge
of local needs and conditions required to prepare
appropriate proposals. Delegation of the design of
Bangkok’s urban water supply system to foreign
experts, for instance, led to a project based on
fallacious assumptions concerming local capabihues
and constraints that directly contributed later to mas-
sive implementation problems (Vepa 1974) In other
cases, projects are mappropriate to meet local needs
because they fail 10 address problems unique to the
country, nstead they are prepared on the basis of
preconceived or generalized notions of a problem

It is not unusual for projects to be musdirected
toward low-prionty needs Imposition of complex
feasibility testing techniques on recipient govern-
ments leads to a preference for large-scale, high-
technology, capttal construction projects considered
more likely to be worth the time, effort, manpower,
funds, and frustrations that must be nvested in
elaborate analysts Frequently, the delegation of
project preparation functions to aid agency con-
sultants results 1n projects that meet foreign tech-
nical standards but either are meffective 1n solving
local problems or produce perverse consequences.

In nearly all large-scale water and power projects
undertaken in East Pakistan during the late 1960s and
early 1970s, Thomas (1972, p. 84) contends, “the
standard pattern [was to hirz] aid financed foreign
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consultants who designed projects according to their
own and the aid donor's concept and standards of
efficent design This meant high cost and long con-
struction pertods but assured aid support for the
project This usually entailed complex technology
which must be constructed in an accessible loca-
tion so that foreign engineers could supervise the
work " Few of the projects produced the desired
mmpact on agricultural production or improvements
in the quality of rural hfe envisioned in nauonal
development pohcy

+

Iinsensitivity to political
dimensions of project selection

The recurrence of vaguely defined proposals
results in part from the very complexity ot multi-
purpose, multicomponent, intersectoral projects pro-
moted by international assistance agencies but more
often from the dynamics of pohtcs in developing
countries, from the unwillingness, for instance. of
sponsoring munistries to sacrifice political and ad-
mimistrative flexibility during negotiations and imple-
mentation by specifying too conasely intended
purposes, activities, targets, and inputs Most of-
ficials in developing countries know, moreover, that
pohiuically important projects will be approved
despite open differences in goal perception among
central planners, funding agenaes, operating min-
istries, intended beneficiaries, and technical con-
sultants, especially when each party has something
to gain from the proposed project

“The choice of the project itself, and the weighing
of the opportumity costs of the different choices
within it contain, as they must necessanly do, a large
political, practical and noneconomic element,” argues
one experienced Middle Eastern government plan-
ner. “Projects are neither prepared nor operated
mm a vacuam. They represent a miheu, an nter-
action of interests. However well prepared a project
may be from the point of view of its economic
analysis, it 1s not likely to succeed unless it reflects
adequately the practical realities within the economy”
(Ahmad 1975)

Assistance agency intervention
In project formulation

But when realities contradict the expectations of
rational analysis, 1t 1s often the realities that are
disrussed by national planners and foreign aid
analysts Where government agreement with interna-
tional assistance agency priorities or bureaucratic sup-
port for central planning agency proposals are not
forthcoming, the funding institution or planning com-
mission may simply propose and promote a project
without involving high government officials or rele-
vant operating ministries. Later, duning execution, the
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ministries usually modify the projects to suit their
own purposes and constraints.

Audits of USAID projects in East Africa, for in-
stance, note that USAID mission officials often simply
took over project preparation without the participa-
tion of government planners (USAID 1973a) For this
reason, 1n Afghanistan, project proposals and teasi-
bility analysis, as USAID’s auditor general reports,
“refiect chronic overoptimism 1n progress expected
and obtained " Evaluations found that “the Mission
tends, 1n planning and evaluating projects, to over-
estimate RGA's [Royal Government of Afghanistan]
willingness and capacity to perform Mission planning
has resulted 1n projects for which umeahstic goals,
purposes, outputs and RGA nputs aie set 1n excess
of those which could be met” The governmeat, not
averse to accepung funds for projects that 1t cannot
implement, later reinforces the donor's nflated
expectations “The RGA has come to know wha' kinds
of promises USAID/Afghamistan will expect,” the
auditor general notes, “and makes adjustments not to
reality but to the Mission’s expectations” (USAID
1973b).

Inadequate assistance agency support
for implementation of procedures

Limited admimstrative capacity within nterna-
tional funding institutions themselves, moreover,
inhibits providing adequate support for more ef-
fecive project preparation The himited staff time
available within aid agency headquarters leads to a
preference for Jarge projects in developing countries
with better project preparation capabilities or with
access to techmcal consultants, than for smaller
projects 1n poorer countries with hmited preparation
capabilities Excessive turnover and rotation of field
represeniatives of assistance agencies tnhibit them
from establishing informal contacts, and relationships
and inumate knowledge of a country that could
result in the idenufication of better projects with
less detailed and formal assessment of their potential
for success

In other cases, inadequate preparation time 1s al-
lowed because of pressures to include a project in
current assistance agency programs or investment
schedules Delays and problems in feasibility analysss,
prospectus preparation, and project approval often
result from the faillure of assistance agency field
personnel themselves to follow headquarters pro-
cedures for proposal processing. Montgomery and
Schwarz (1974) found, in their evaluaton of project
managers in USAID field missions, for instance, that
many msunderstood, disagreed with, or failed to
comprehend manual orders for project processing
and either ignored or modified them to fit their own
perceptions of local needs and constraints
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Lack of necessary data and analytical skills

Sophisticated, coinplex, and ume-consuming pro-
cedures and techiques for project preparation and
feasibiity analyvsis simply cannot work m many de-
veloping nations, espectally 1n the poorest that are
most urgently in need of expanded investment In
nearly all developing countries, administrative capac-
ity 1s hmited, trained manpower scarce, and pres-
sures for expeditious deasions strong Even when
preparation functions are assumed by foreign con-
sultants, apphcation of complex techniques 1s hin-
dered by lack of rehable data and accurate in-
formation

In Brazil, one of the most modern of develop-
ing countries, a USAID analysis of the educatonal
sector found that much of the information needed
for project preparation and feasibility analysts simply
did not exist The data collected were of poor qualty,
not comparable, and 1arely sutable for the analytical
techniques 1equired for “ratonal” decision making.
“Equally important, however,” the mission noted, “1s
the fact that much data already available 1s poorly
utihzed as there 1s not effective communication
and coordination between data collectors and users,
especially at the state level, o1 adequate traning
among educational planners and managers as to the
effecive use and importance of this kind of n-
formaton” (USAID 1970).

‘Padding’ feasibility studies to obtain loan
approval and delays in project implementation

At best overly complex requi-ements lead to
voluminous documentation with irrelevant data—
window dressing to imp1ess agencies with attempts to
apply thetr prescribed techmques At worst 1t fosters
deceit, encouraging officials to “pad” feasibility
studies with erroneous or fictitious information to
satisfy impossible requuements The consequences
can be perverse Studying the operation of the
Special Rural Development Program (SRDP) in
Kenya, Chambers and Belshaw (1973, p 83) note
effects of overanalysis in project preparation that
are found repeatedly 1n evaluations of planning in
other countries “There 1s sometimes an iromcal
inverse relation between the intelhgence, knowledge
and perceptiveness of the data collection designer on
the one hand and the chances of the data ever being
used on the other,” they argue In Kenya, “the
demands they made actually delayed the SRDP . .
Indeed, 1t was largely the drive on the government
side to get on with some plans, however imperfect,
which saved the SRDP from premature data-bound
paralysis which has consigned many other similar
studies and plans to an early oblivion ”

International assistance agencies may, n fact, be
imposing analytical requirements on developing'na-
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tions that cannot be met even in modern, developed
countries, 'The experience with environmental im-
pact study requirements for new projects and pro-
grams in the United States suggests that local
governments and private firms face the same dif-
hiulties attempting to meet federal requirements with
which developing naticns must cope in order to satisfy
interrational procedures for project preparation
Legal, technical, and economic requirements that de-
mand information that does not exist and that can-
not be generated by project sponsors, lead to similar
consequences in advanced nations as those in de-
veloping countries. unnecessary delays in project
implementation and the “padding” of feasibility stud-
ies to obtain approval (Bleicher 1975, Conn 1975).

Exploring alternative approaches

The experience of developing nations with project
planning over the past quarter century yietds three
major conclusions First, developing countries en-
counter a variety of sertous difficulties in attempting
to translate national plans and policies mto opera-
tional programs and investment projects, thus slowing
the pace of social and economic development and
inhibiting the mobihzauon of national \ °scurces for
productive use Many problems are att~1ibutable to
their deficiencies 1n planning skills, but otivers are the
result of overly sophisticated and largely unworkable
international requirements and the lack of effective
and operational national procedures and techmques
for project idenufication and preparation

Second, those projects that are generated have
rarely been prepared and analyzed in the systemauc,
exhaustive, and detailed manner prescribed by inter-
national funding institutions. The increasing com-
plexity of international procedures has not only cre-
ated requirements that are beyond the administra-
tive capacity of most developing nations but has forced
many of them to delegate essential investment plan-
ning functions to aid agency officials and foreign
consultants Finally, despite the massive investment by
international assistance agencies of time, effort, and
money nto formulation of detailed project prepara-
tion and feasibility analysts requirements, the creation
of practical, appropriate, country-specific pro-
cedures for project identfication, preparation, design,
and analysis remains a critical need

The magmitude and seriousness of problems en-
countered 1n attempts to apply international pro-
cedures require that alternative approaches to na-
tional planning and project preparation be tested and
evaluated, The piimary objectives of those alterna-
tives, clearly, shculd be to build the capaaty of
governments in developing countries to establish their
own processes for identfying projects that meet na-
tional develop:nent priorities and to plan, prepare,
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and'analyze proposals without external mtetterence
and with ‘a.mmimum of reliance on outside ¢x-
perts. Technical assistance will undoubtedly be
needed. The aim, however, should be to expand in-
ternal capacity to the point of self-sufficiency
rather than continuing to promote an imperious
rationality that maintains dependence

Changes are needed in the pohicies and procedures
of both the international assistance agencies and the
governments of developing nations They should aim
at making national planning more project-oriented,
atintegrating planning and investment dectsion mak-
ing, and at expanding administiatve capacity and
traned manpower to undertake natonally designed
project identification and preparauon functions
These changes must be accompanied by the simphifica-
tion of the project prepamation requuements of
international assistance agenaes

Little contention 1emains among planning theornsts
and development practiioners that national plans
must be more closely hnked to programs of action
and that they must dehneate specific development
policies, programs, and projects 1n order to guide
resource allocation and investment The problem
remarns one of balancing the lending agencies’ con-
cern for protecting their investment by assuring that
proposed projects are economically and technically
sound with the concern of developing nations for acti-
vating development plans and projects with a min-
imum of delay, using critena relevant to national
goals and procedures tailored to national admurastra-
tive capacity

A vanety of experunents, many undertaken 1n re-
action to the past faillures of national planning, are
underway to improve project identification and prep-
aration in developing countries Many governments
are exploring alternatives to international procedures:
some are trying intermediate sectoral programming
and short-term or annual planning, others are test-
ing the effectiveness of “rolling plans” and of decision
analysis without plans Some have created their own
project identification units in order to free themselves
from dependence on foreign consultants Others have
decentrahzed project identfication and preparation
responsibility to regional and provincial governments
in order to obtamn the participation of local officials
in assessing project ideas Sull others have es-
tablished special planning offices within operating
ministries or project preparation teams to provide
internal technical assistance to decision-making units
throughout the government structure (Rondinelli
1976).

Creating Indigenous capacity for project analysis

Many of the problems arising from the incongruity
between planning and investment decision making,
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from the mmposition of overly sophisticated an-
alytical techniques, and from the delegation of
preparation functions to external consultants can be
uverLome by creating or expanding administrative
capacity for designing indigenous project analysis
systems The Inter-American Development Bank
(INB) has recently placed increasing emphasis on this
aspcrt of technical and finanaal assistance, helping
estabh .h national premnvestment funds to expand
indigencus capacity for generating and assessing po-
tenttal mvestment 1deas

IDB promotes the creation of premvestment anal-
ysis umits within national planning agencies and
ministries responsible for investment. It provides
help 1in creaung private firms and In traming
indigenous consultants for the more technical as-
pects of feasibility analysis A number of countries
in Latin Amertica, such as Paraguay, have created
national projects offices, to reconcle macro- and
microplanning through identification of projects that
are consistent with national development goals and
priorities The pioject offices not only identfy
potential investment opportumties but assist min-
istries with the government’s own prospectus prepara-
tion procedures and promotes the projects with
private sector orgamizations and the national develop-
ment bank

Decentralization of project
identification and preparation

Experiments are underway in other developing na-
tions to test decentrahzed procedures for project
dentification and preparation. In Ethiopia planning
units within the operating ministries have been given
responstbility for identfying and preparing projects
based on guidelines formulated by the central Ministry
of Planming and Development The mimstry planning
units search for new investment projects for public
and private financing in their seciors and review
project proposals identified by provinaal representa-
tives The projects are compiled as part of the min-
1stry's annual recommendations to the central plan-
mng agency

The decentralized planming units prepare a hst of
recommended development projects for the following
fiscal year together with prelminary plans for
financing each project and a description of the role
of each project 1n national and sectoral development
strategy Annual plans are used in countries such as
Korea and Thailland not only t0 measure per-
formance gaps between planned investment targets
and actual achievements but also to reallocate
finanaial, physical, and human resources to those
programs and projects that can contribute most ef-
fectively to the reahzation of planned objectives
Elsewhere, annual planning is becoming a more 1m-
portant instrument for :identifying, appraising, select-

324

ing, and assigning priorities to development projects
during the year and in eftect takes on many of the
functions of a capital budget.

Establishment of special identification
and preparation units

Sull other countries are attempting to improve
their own project preparation procedures by assign-
ing 1dentificatton and prospectus formulation re-
sponsibiliies to organizations specifically designed ot
designated for the purpose Senegal and Lebaron,
for instance, have created within each regional
jurisdiction a muludisaphinaty professional team to
make intensive suiveys of resouices and needs and
to idenufy potential projects The permanent teams,
attached to distuzct capital governments, use ques-
tonnanes and data sheets prepared by the planning
mnistry. A special depaitment was established within
the Ministry of Planning to compile infor mation from
team surveys on conditions in various sectors within
their regions from which potential projects are
scheduled for appraisal The teams recene operat-
ing directives fiom the planming mmistry and from
regional “strategy boards” composed of regional
admunistrators, representatines of the Ministryv of
Planning, and representatives of operating minisfyes

Combining project planning and
implementation responsibilities

Other nations have assigned project identification
responsibthties to regional development authornties
Sector development centers were established n the
Development Planmng Authority for the Aswan Re-
gion in the United Arab Republic {Egy pt) in the 1960s
Each center, responsible for a specific sector of the
regional economy, collects data, surveys resources
and needs, and identifies projects for preparation.
A strategy board, composed of two staff members of
the authority and two representatives of the munistry,
1s accountable for providing staff and resources for
project implementation The authonty 1s also re-
sponsible for executing the projects that 1t identfies,
thereby joiming plarming with implementation and
fostering a sense of pragmausm and realism in
analysis and selection of project proposals

In brief, international assistance organizations—
either because of a strong belief in the efficacy
of Western concepts of rational planning apphed
universally or because of thewr desire to munimize
nsk and protect their investments by controlling
the design and content of project proposals—have
created a set of analytical requirements that are be-
yond their own capacaty and that of developing na-
tions to implement. Serious questions can be rased
as to whether these requirements aid or obstiuct
development planning. Their own evaluation reports
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indicate that the procedures of international agencies
are not only ineffective, but often perverse.

Yet few of the recent experiments undertaken by
developing nations to 1dentify and prepare projects
for internal funding have beca evaluated in detail.
Nor have they been seriously assessed as potential
alternatives to current international procedures or for

replication in other developing nations. But it is these
and similar attempts to create and test their own
procedures that can improve the relevance and utility
of project analysis and that can begin to overcome
the senous problems that developing nations face
activating development plans designed to promote
social and economic change.

Notes

1. See, for nstance, United Nations, Economic Committee for
Latin America (1967), United Nations, Economic Committee
for Asia and the Far East (1967), A Waterston (1965), G W
Wymia (1972), and N Caiden and A Wildavsky (1974)

2, “Although 1n theory it may be that the Government should
bear the responsibihty for preparation of the project docu-
ment,” the United Nations Developmeni Program (UNDP
1973, p 1) admuts, “in actual practice it 1s frequently the
Resident Representauve or the Executing Agency which does
the preparation " One World Bank official argues that “ex-
perience has demonstrated that we do not get enough good
projects to appraise unless we are imvolved intimately in
their idenufication and preparation” (Baum 1970, p 6)

3 Requirements for and problems of project preparation were
idenufied mually from two major sources First, interviews
were conducted with fifiy-three officials—high level admin-
istrators, loan and financial officers, project staff, policy and
program officers, and geographical division chiefs—in the
World Bank, USAID, and the United Natons Development
Program A second source of empumical observation was a
content analysis of primary internal documents of the three
jorganizations A selected set of nearly seventy-five field and
staff reports, audits, supervision reports, evaluation and
appraisal documents were reviewed Because the documents
were classified for internal use only and because of con-
fidentiality agreements with each organization concerning
use of the documents, titles cannot be hsted Insights were
also dentved from access to file documents, which because of
confidentiahty agreements also cannot be ated
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