Chapter 6: Conclusions and Recommendations

6.1

Conclusions

The objectives of this research were to;

1.

Explore how host country requirements are identified and integrated to the decision
making process in the selection of infrastructure projects.

Develop a methodology that can be useful for identification of host country
requirements while cross checking for macro planning policies of Sri Lanka, towards
integrated infrastructure project development.

Apply the developed methodology to highway sector in Sri Lanka.

From this research, the following conclusions can be arrived.

1.

Literature review highlighted successful tools and approaches used by newly
industrialized countries (NIC) to identify macro requirements in selecting projects for
funding from sector development plans, demonstrated insights to various stages of
sector development in host tri 1 sponding suitable approaches that
governments should adopt. These tools and successful approaches were taken as the
guidance for developing methods to identify host country requirements, in general and

to Sri Lanka in particular.

A project appraisal model, called the Host Country Index (HCI) useful in the
identification of host country requirements in infrastructure projects, with an
application to highway sector was developed. The developed model will cross check
the macro planning requirements of host country against different sectors towards to

integrated infrastructure development.

The HCI model is based on a probabilistic framework and developed a project ranking
system with different project classifications. These defined project classifications and
suggested limits for results of application of this model can be use as a tool of
measuring the satisfaction of host country requirements in proposed infrastructure

projects.
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The HCI model can be used to gain more benefits by analysing the results of the model
and comparing with benchmarks or another previous applications. The project
classifications in HCI model will give clear advice to the project appraiser in

comparing, improving and ranking projects at the concept stage.

The defined project classification and relevant limits for results of application of the
model were used to reduce the risk in capital investment. The evaluation framework for
HCI to assist investment decision for a country is adopted similar to that which is used
by the insurance industry, in managing risk and uncertainty in a successful manner. By
adopting high probabilities of satisfying country requirements as utilised in the HCI
evaluation, the model reduced the risk in capital investment of a host country. The host
country should not accept the risk of investment of scare capital unless real benefits
gained from the project are significant. Hence the model will warn or protect against

the risky investment on infrastructure projects from national point of view.

The developed model was validated from two on-going project proposals in highway
sector in Sri Lanka. The comparisons between the two case studies as well as
identification of less fulfilled sub sect untry requirements were diagnosed
by HCI model. The result of the two case studies from highway sector presents

successful demonstrations of the competence of HCI model in project appraisal.
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6.2

Recommendations

The major recommendations for this phenomenon can be stated as below;

1.

Even though the proposed HCI in the highway sector is limited to 30 risky factors, the
further improvements to each sector considerations can increase the assessment facts
which should increase the reliability of this development.

For consistent evaluation of HCI, qualified professionals should be trained with clear
and agreed conditions in assessment. Additionally, HCI manuals may assist to maintain
the consistency in the evaluation.

The approach to risk management adopted in international insurance companies in their
insurance coverage decisions, by maintaining a high probability of success (no claim
probability of an insurance policy is over 99.95%.). The success has paid rich dividends
and effective risk management of insurance industry is translated to appraisal of
infrastructure projects by this development.

The HCI ranks a project as “acceptable” when the probability of success more than
88% similar to insurance industry. This will help to achieve the host country
requirements while managing the investment risk at acceptable level. The probability of
success of accepting Public ' sector investments should be benchmarked with
commercially successful norms for des show results.

The HCI value represents an absolute figure with respect to each project. When
different projects are evaluated for, HCI index and relative figures will allow for
comparison between different projects. Hence, updating benchmarks should be carried
out by post assessment of HCI scores obtained from past projects. This continuous
updating will further improve the standard of project evaluation by HCI index.
Developing countries face crucial decision in financing potential infrastructure projects
with limited budget allocation for capital expenditure. Hence, this innovative method
should be incorporated at project approval stage to see a wider angle, along with
traditional appraisal methods. The incorporation of host country requirements should

help in macro development of the economy.
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