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Knowledge Exchange:
Challenges in project prioritization and management of
pre-investment in infrastructure
July 27th thru 29th , 2015
Bogota, Colombia

1. BACKGROUND

Criteria for Prioritizing Public Investment Projects

Given the vital nature of public investment in promoting socio-economic
development of Latin America and Caribbean countries (LAC), the role of National
Public Investment Systems (SNIPS in Spanish) is an important matter. SNIPS are
based on various institutional and regulatory arrangements and have critical roles
in the development, evaluation, and in some cases, implementation and monitoring
of various proposals for public investment, with the purpose of maximizing the
return on investment for society as a whole (ECLAC 2014).

In this context, projects are "the critical unit of any National Public Investment
System and as such, are required to be properly formulated and evaluated
according to their lifecycle. This means every project must be put through different
stages according to its size and nature and incorporated as appropriate, in short
and medium term institutional programs... "(Framework for Public Investment Policy
of El Salvador, quoted Martin, D. 2015).

The pre-investment stage of public investment must be focused on identifying and
prioritizing the best projects within the government’s strategic framework and
objectives. It is also expected to entail an assessment on whether to carry out
further studies necessary to optimize its design and also to prove that it is socially
profitable, sustainable and consistent with the strategic objectives of the National
Government and the medium-term fiscal framework. These criteria support the
viability of the project statement, which is an essential requirement to initiate the
implementation stage.

Management and financing of pre-investment studies

When the pre-investment stage presents challenges, investment decisions may have
multiple distortions. Deficiencies in regulations and the institutional complexity of
pre-investment schemes, which typically involve multiple actors, may lead to delays
and significant information gaps. Moreover, it can also lead to incomplete
pre-investment studies which may not have the quality and accuracy needed to
avoid distortions in the selection of projects to be financed and / or cost
overruns, delays and other failures in finalizing the selection of projects that are
going to be financed.

In the case of El Salvador, there are serious difficulties to achieving a strategic,
efficient and transparent management of public investment projects. Particularly,
there are challenges in prioritizing projects, as well as financing and managing of



pre-investment studies, specifically with those ordered by the Ministry of Public
Works (MOP). This has resulted in significant delays not only in the eligibility
statement, but also in the efforts of beginning the project cycle, that in the case
of the transport sector can take up to 360 days because of this problem.

Given this situation, the IDB proposes a knowledge exchange in pre-investment
among key actors from El Salvador, Panamd, Ecuador, Peru, Colombia and Korea,
in addition to other international agencies, in order to explore ideas to strengthen
processes and public investment systems. The exchange will focus on experiences
related to institutions, regulations and pre-investment processes, emphasizing: 1)
criteria for prioritizing public investment projects, and 2) the management and
financing of pre-investment studies.

To this end, the governments of El Salvador, Panama, Ecuador, Peru, Colombia,
and the Republic of Korea, have been invited and international agenciesl), in order
to exchange ideas on public investment project prioritization and the management
of pre-investment studies, with a special focus on infrastructure projects.

2. OBIJECTIVES

The objective of the Knowledge Exchange is to analyze and generate discussion
among key players to explore the role of pre-investment within the National Public
Investment Systems. While also discussing the attributes that an entity in charge of
managing pre-investments must have in order to be effective and efficient in
meeting the needs facing the preparation of studies and the design of
infrastructure projects. The questions that will guide the discussion are:

o What are the criteria used to prioritize investment projects?

o What are the technical and political levels involved in this
prioritization process?

o How are pre-investment studies in infrastructure projects managed?

o What are in general terms, the process to follow, institutions
involved and the real timeframe, from the beginning of the
management of studies until the final contract with the consultant?

3. AGENDA

Session 1

In this session, the role of pre-investment within SNIPS will be discussed. There
will be two presentations that will focus on describing: 1) institutional
arrangements in the Public Investment Systems affecting pre-investment, 2) SNIP
linkage with the budgetary framework and the fiscal impact of pre-investment.

Following these presentations, there will be a panel with the participation of
Colombia, Korea, El Salvador and Peru that will answer the following questions:

1) JASPERS, Global Infrastructure Basil, Infrastructure UK and GTZ



o What are the criteria used to prioritize investment projects?

o What are the technical and political levels involved in this
prioritization process?

Afterwards, participants will be divided into three groups in order to discuss the
questions above. Based on the presentations and table discussions, each working
group will outline the different models that guide (or may lead) Public Investment
Systems. These characterizations are important because they determine the role of
pre-investment which will be discussed during session 2. The variables to describe
the models of public investment systems are the following: Use of objective
indicators (technical) to define areas of investment (sectorial and by product in
each sector); degree and type of decision making of different public institutions,
such as: ministry of finance, sectorial ministries and/or local governments; degree
of coordination and articulation of these decisions; scope of budgetary allocations
prior to investment (programs or projects), and how much these allocations force
or guide the next steps at the project-level.

Session 2

This second part will focus on pre-investment, particularly in infrastructure projects.
There will be a presentation by INE Sector (TBC) on the impact of pre-investment
on infrastructure projects and a presentation of the IDB Country Office in El
Salvador on pre-investment and its consequences in the transport sector.

Subsequently, there will be a panel with the participation of: Colombia (National
Development Finance-FDN, FONADE, Public Companies of Medellin- EPM), Jaspers,
(videoconference), Global Infrastructure Basil (TBC), Global Infrastructure facility
(TBC), that will be responsible to answer the following question:

D How are pre-investment studies in infrastructure projects managed?

o What are in general terms, the process to follow, institutions
involved and the real timeframe, from the beginning of the
management of studies until the final contract with the consultant?

Then participants will be divided into three tables in order to discuss the previous
guestion. Based on their experiences, each table will present what are the best
practices and the main challenges in managing pre-investment studies, along with
alternatives to address these problems. The results of the tables will be discussed
in plenary.

The division of the Exchange in two phases is motivated by two reasons: (i)
facilitate the participation of all attendees and broad discussion on the basis of
different views and experiences; and (ii) allow different approaches to the
questions in order learn of other experiences. In particular, the vision of each
group can be compared and discussed during the plenary debate.

The exchange will take place over one and a half day of work. lIdeally, the
duration of the first phase is a day and the duration of the second stage will be
a half day. The number of participants, including representatives of Sectors and
Divisions of the Bank, will be a maximum of 30 people.
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4. PARTICIPANTS

In addition to the participation of bank staff from headquarters and from country
offices, Korean officials, and international agencies exchange, the Knowledge
Exchange will have the participation of:

El Salvador:
FOSEP authorities, Ministry of Finance, Technical Secretariat of the Presidency,
Ministry of Public Works.

Panama:
Address investment program of the Ministry of Finance and Ministry of Public
Works Ministry Secretary General.

Ecuador:
National Institute Pre-investment

Peru:
National Public Investment System (SNIP)

Colombia:

Ministry of Finance, Department of Infrastructure and sustainable energy and
Directorate of Investment and Public Finance of the National Planning Department,
FINDETER, FONADE, National Development Finance, Public Companies of Medellin
(EPM), Presidential Agency for International Cooperation (APC).
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