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Overview

Why screen investors & projects?

How to screen — principles

Screening the investor & concept
Feasibility studies: what are they & why are
they important?

What should be included?
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What is involved in the approval process?
What next?
Next session: reviewing a business plan

International Institute for
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Why screen investors & projects?

* Project failure foreseeable & avoidable.
e What does ‘failure’ look like?
O Benefits don’t materialise
O Negative community impact
O Enviro damage
O Wasted govt resources
O Opportunity costs


Presenter
Presentation Notes
World Bank UNCTAD: Half of all projects fail: “concept was fatally flawed, for example wrong location, wrong crop, or over-optimistic planning assumptions.” 

World/Bank UNCTAD research shows many projects fail to deliver expected outcomes for reasons that could have been avoided with better screening of investors and investments from the outset. 
Benefits:  (jobs, exports, production, tech transfer, linkages)
Communities: (land & livelihoods)
Wasted govt resources (financial support & incentives)
Productive land 
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Why screen investors & projects?

 (Can the investor deliver on their promises?
* Socio-economic risks/benefits?
e How to mitigate? (better design & approaches)

 Are the investor’s intentions aligned with national
development goals?

— Ultimately: translating investment into
sustainable development


Presenter
Presentation Notes
What are the socio-economic risks/benefits for host country, local communities? 
How to mitigate? (better design & approaches)
Are the investor’s intentions aligned with national development goals?
Ultimately: translating investment into sustainable development
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Quick Q:
Why might effective screening not
happen?

Technical capacity
Political pressure
Investor pressure
Over-optimism
Corruption/favouritsm
Don’t want to ‘scare away’ the investor


Presenter
Presentation Notes
Corruption, technical capacity, political pressure to seal the deal, over-optimism, fear of ‘scaring off’ the investor 
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Presenter
Presentation Notes
Consistency, comparing like with like 
Prevent missing steps 
Tell the investor & other stakeholders upfront how long the process will take – can relieve pressures 
Take into account impacts on the economy, communities, and environment. 
Stages: avoid using resources for an in-depth screening if it can be determined straightaway that the investment is not viable. 
NB: Feasibility study & business plan are not terms of art, can sometimes be somewhat interchangeable
Delegating to regional/provincial govts can mean lower quality screening, lack of coordination, too much land given away too quickly 
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Screening the investor & concept

1. Is the investor capable & credible?

2. Is the project alighed with
development goals?

3. Is the proposed site suitable?



Presenter
Presentation Notes
Reputation, experience, financials, competence of senior management? 
What types of jobs, tech transfer, backwards linkages? Inclusive business model? Co-investments needed? 
Resources: soil, water, climate. Land tenure issues. Community conflict (Malawi sugar), obvious enviro impacts? Infrastructure needs. 
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Presenter
Presentation Notes
Track record & experience, especially in the particular crop and commodity. Projects elsewhere. 
Sources of funding – debt vs equity (should be spelled out in expression of interest), Relationship between parent company and investment, time-horizon of investors
Senior management
Experience and qualifications. 
References and referrals.
Agricultural experience and technical expertise 
Company content: Expression of interest, Annual reports, press releases, website, policy statements, director CVs and social media profiles (LinkedIn), referrals and references 
Third party content: news articles, civil society studies 
Contacts: diplomatic missions, network! 
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Quick Q:
What do you look at to determine
project alignment with development

goals?
National development plan
Ag sector strategy
Budgets

Infrastructure planning
27?7


Presenter
Presentation Notes
What types of jobs, tech transfer, backwards linkages? Inclusive business model? Co-investments needed? 
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Quick Q:
What do you look at to determine
site suitability?
Mapping
Land use & tenure
Local govt reports
Infrastructure

Previous EIAs
Weather records P


Presenter
Presentation Notes
What types of jobs, tech transfer, backwards linkages? Inclusive business model? Co-investments needed? 
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Feasibility study & business plan

e |f investor is credible & capable, the site is
appropriate & the project alighed with DGs...

* |s the project likely to be a technical & financial
success?

e What are the socio-economic benefits & risks?
e How can risks be mitigated?


Presenter
Presentation Notes
Project has been accepted following stage 1 – now request a FS & BP


What is a feasibility study?

Feasibility study: economic & technical

viability of a proposed project:

Address key social & enviro factors
undermining project viability

Turned into a business plan for ongoing
operations

Conducted by investor, verified by an
independent expert



Presenter
Presentation Notes
These are the principal documents to screen. Business plan is the investor’s strategy for executing the project, in light of the feasibility study findings BUT nb there can  be overlaps



What happens when the FS is not C
done properly?

e 50% of projects fail: “concept was fatally
flawed, e.g. wrong location, wrong crop, or
over-optimistic planning assumptions.”

e Two thirds of these were ‘knowable’:

e 1/4 of investors use <10% of land acquired


Presenter
Presentation Notes
A Retrospective View of a Development Bank’s Investments in Agribusiness in Africa and Southeast Asia and the Pacific 

In 60 percent of these cases, the major cause of failure was that the project concept was fatally flawed, for example wrong location, wrong crop, or overoptimistic planning assumptions. About one third of these were unknowable at the time of appraisal.


Some examples

e Poultry in Gambia
e No market for Gambian eggs in the UK.

e Coffee in Vanuatu

* Plantations established in cyclone zone.
 Rice in Ethiopia

 An “unexpected” native bird population...


Presenter
Presentation Notes
A huge, integrated, over-ambitious project to supply the UK with eggs. No precedent existed for the project in Gambia. A large and expensive but inexperienced expatriate workforce of 70, unsuitable soils, low yields of feed crops, poultry diseases, market resistance to imported eggs. Closed down after 3 years. 


Tana Coff ee. CDC’s objective was to support economic development in newly independent Vanuatu by promoting a nucleus coff ee estate and outgrower scheme on Tana island. The local climate however, which was subject to periodic cyclones, was unsuitable. There was no tradition of regular, waged employment on the island and labor productivity was low. CDC wrote-off its investment of £1.3 million and “gave” project to the government 

An impact assessment in Ethiopia warned of the existence of a large endemic bird population. The investor was nevertheless surprised
to find birds on site eating the seeds and hurriedly had to employ 500 bird chasers to protect the crop.



O

Quick Q:
Why would an investor not conduct

an adequate FS?
Govt does it

Box ticking
Taking over brownfield
Asset speculation

Only partial implementation of BP
P77


Presenter
Presentation Notes
What types of jobs, tech transfer, backwards linkages? Inclusive business model? Co-investments needed? 


C
What should be included in the FS?

 Climatic suitability

e Water source & reliability

e Soil testing

 Sourcing of inputs e.g. machinery, seeds
e OQutput assumptions

* Farming practices

e Realistic phasing



What should be included in the FS?(

Markets: domestic, regional, internat.—
accessibility

Historic demand & projections

Financial assessment, cash-flow, income
statement, balance sheet forecasts.

Primary sources of funding & contingency funds

Compliance costs: consultations, ESIAs,
community development programs.



What should be included in the FS?(

e Environmental & social risks identified &
management strategy.

* How does it share value?
e Out-growers, processing, linkages, shared infra.

* NB risks of new cultivation



What should be included in the FS?(

e Community consultation plan
* Intention to integrate results

e Numbers & composition (locals, women, youth)

e Recruitment strategy & employment policies
(e.g. pay, O&S, permanent/casual/seasonal)



What should be included in the FS?(

e Community development agreements or
programs

e Local sourcing commitments
 Gender equality strategy

e Upskilling of local staff
 Technology transfer to out-growers



Feasibility Study approval C

Specifics depend on local institutional arrangements.

Review team: financial, legal, agribusiness, land, tax,
business planning, community engagement, enviro
specialists.

Ask Qs, clarification, more information from investor
Require changes to be incorporated

Seek external advice & support where needed

Final FS converted into business plan for operational use
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The overall approach to screening

... unfortunately, there is no perfect system or check-
list that can be applied to all investments.

 Maximise information

* Rely on external expert opinion, where possible
e Ask questions!

e Learn from other countries

* Use evidence of failures to convince senior decision
makers


Presenter
Presentation Notes
Even with limited capacity & resources, asking the right questions of investors will exclude many of the worst



Final points

 Phase 3: formal compliance with legal requirements &
due diligence

e Ongoing monitoring & enforcing adherence to
commitments.

e Material changes to the operation should require an
update to the business plan, notification or re-approval.


Presenter
Presentation Notes
formal verification and provision of evidence backing up the information and commitments provided in the FS & BP and/or required by law. It can include the provision of audited financial statements, letters of credit from funders, results of soil or other viability assessments, signed minutes and resolutions of community consultations, Issuance of EIA certification, and so on


cousp () ) usb



Group exercise

Groups of 4

Review the sample business plan

Discuss:

e |s any information missing?

e What questions would you have for the investor?
 Would you proceed further with this proposal?

e How would you advise decision-makers?
Be ready to report back to the group


Presenter
Presentation Notes
formal verification and provision of evidence backing up the information and commitments provided in the FS & BP and/or required by law. It can include the provision of audited financial statements, letters of credit from funders, results of soil or other viability assessments, signed minutes and resolutions of community consultations, Issuance of EIA certification, and so on
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