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Summary

This report discusses and gives advice about need analyses in connection with large-scale
governmental investment projects. In this context, governmental investment projects means projects
catried out by means of a considerable proportion of mainly national governmental capital, but
possibly also county-level or municipal capital, with or without partial private financing. The study is
based on society’s view on needs, not the view of the project owner or the project organization.

The need for an investment project may generally be judged by comparing the features of the project
with the needs expressed by users and other possible affected groups. However, distinct from many
consumer goods, the need fulfillment of large-scale governmental investment projects cannot be
measured from individual or singular needs. This is partly due to the fact that most large investments
in material structures and systems are meant to satisfy collective as well as individual needs, often
over a period of several generations.

Needs, goals and measures are interconnected in chains, and needs can be expressed at different
levels of detail. The less generally a need is defined, the stronger ties will be established towards
specific types of solutions. Thus, an important issue in connection with large-scale investment
projects is the status of the need on which the project is justified, compared to the national political
objectives within the sector to which the project belongs, as well as across sectors. In the context of
large investment projects there usually also exist, in addition to the needs present at the outset and on
which the project is grounded, a number of “latent” needs that will be actualized if the project is
implemented. The latter needs concern the achievement/maximizing of positive side effects and
avoidance/minimizing of negative side effects.

Need analyses may be conducted, based on different interpretations of the concept of need. They
may also be carried out within more or less objectivistic versus interpretative perspectives. The
situation, in which planning of large-scale governmental investment projects takes place, is often
characterized by ambiguity, dynamic environments, lack of clarity about the content and unclear
means, ends and boundaries of the analysis.

Methods for need analyses could be classified into three main categories: Normative, market oriented
and interest group oriented. Normative need analyses are based on political objectives or experts’
definitions of appropriate levels of services or performances. The use of quantitative norms related
to specific technical solutions also belongs to this main approach. Market oriented need analyses aim
at measuring the demand for a planned facility, either in the form of income from tickets, user fees
etc., or as the number of users (e.g. the number of vehicles on a new road). Such analyses are often
carried out by means of model simulations, perhaps based on investigations of willingness-to-pay. An
alternative kind of demand-oriented need analysis is the reference prognosis method. According to
this method, the demand for a new project is not elucidated “from within” based on characteristics
of the specific project, but is instead estimated from a comparison of the project in question with a
reference class of similar projects. Interest group based need analyses imply the collection of
information about the needs of different interest groups in connection with a complex of problems.
Here, interest groups refer to several public authorities, groups within business life as well as groups
within civil society.



Experience from a number of large-scale investment projects has shown that the need analyses on
which decisions to implement the projects were based, have often been insufficient and sometimes
misleading. The research literature on deficiencies and distortions in need analyses in the context of
large-scale governmental investment projects shows that this is a serious and quite widespread
phenomenon. Partly, the problem is a matter of defective gualitative surveying of the various needs occurring in
the situation which a proposed investment project is supposed to improve. Partly, the problem
consists in mwisleading guantifying of the demand for a chosen project concept.

When need analyses narrow the identification of needs down to the market demand for a specific
solution, while ignoring the broader specter of societal needs that might justify or be affected by an
investment project in the situation at hand, there is a danger that the needs of the originators of the
project are confused with society’s needs, and that the wishes of narrow interest groups for economic
benefits, prestige or ideologically preferred solutions take precedence over national political
objectives and the needs of broader groups in society.

The various types of errors and deficiencies demonstrated in the data material to which we have had
access, show a clearly nonrandom pattern. As a rule, they function to support a certain conclusion:
that investment in the proposed technical solution is desirable and necessary. The material supports a
suspicion that more or less deliberate distortion of the analysis in order to make the project appear in
a favorable light is a relatively frequently occurring phenomenon.

Based on our review of methods of analysis and the experience of deficient and misleading need
analyses documented in the literature, we recommend the following guidelines regarding the extent
and demarcation of need analyses, organizational responsibility for the analyses and appropriate
scheduling, requirements on the documentation material, and coordination with goal formulation and
impact assessment:

Recommendations concerning the extent and demarcation

e The need analysis must cover all relevant societal needs, not only needs expressed as willingness-
to-pay. In particular, needs incorporated into national-level politically adopted governmental
objectives must be taken into due consideration.

e Need analyses at the early planning stage of large-scale governmental investment projects must
be carried out at a strategic level, not at a project level. This implies that the analysis must focus
on a higher level in the hierarchy of needs than the more narrowly defined needs directly tied to
a particular type of technical solution.

e The need analysis must not only elucidate the “project-triggering” needs, but also needs in

connection with negative and positive side effects.

Recommendations concerning organizational responsibility and appropriate
scheduling

e The analysis should be conducted by an agency providing as “neutral a turf” as possible, e.g. a
secretariat appointed by the affected ministries, and with a broad, interdisciplinary staff.

e Public hearings, citizen juries etc. should be organized to make it possible for interest groups and
civil society to express criticism against or support to the analysis.

e The analysis should be made subject to independent scientific evaluation (peer review)



e Professional and criminal sanctions should be enforced against planners and forecasters who
repeatedly produce seriously misleading predictions.

e The main need analysis must be carried out at the early stage of project planning, before
decision-making on the choice of a concept solution. There may also be a need for more detailed
need analyses at later stages of project planning, but these analyses cannot substitute the need
analyses required at the eatly stage of the project.

Recommendations concerning the documentation material

e Different methods of analysis and perspectives should preferentially be combined in a need
analysis. In this way the deficiencies and weaknesses of one method may be compensated by the
strengths of a different method.

e The methods chosen should together enable an identification of all relevant needs — “project-
triggering” needs as well as needs in connection with side effects — and an assessment of their
importance and relevance to different population groups. Different needs should be measured at
a level of measurement appropriate for the specific need.

e Needs that can in a reasonable way be expressed in economic terms may be “translated” into
monetary units in order to facilitate subsequent cost-benefit analyses. When making such
economic assessments of needs, due attention must be directed towards the fact that
considerable uncertainty and disagreement usually exists about the assumptions on which the
calculations are based. This should be exposed by indicating uncertainty margins around the
estimates.

e The importance of needs that cannot in a reasonable way be expressed in numbers or monetary
terms may be indicated on a common, crude scale. Needs already quantified and/or assessed in
monetary units, may preferentially be “translated” to this scale in presentations of the main
conclusions of the needs analysis!. This makes it easier to compare between needs valuated in
economic terms, measured in other quantitative entities or impossible to quantify.

e The documentation material should in an easily accessible way give an account of the criteria,
assumptions and weightings on which the conclusions are based.

e Because of the societal nature of the relevant needs in connection with large-scale governmental
investment projects, the need analysis should take general governmental objectives within
relevant sectors of society as their point of departure — not only the sectors from which the
“project-triggering” needs emanate, but also sectors that might be positively or negatively
affected by side-effects.

e The need analysis should not be based on pre-formulated quantitative technical standards.

e A normative main approach to the need analysis should be combined with the involvement of
different interest groups, including different sectors (and possibly levels of administration) within
the civil service as well as different groups in civil society and business life.

e In many cases there will be a need to prepare forecasts about the future use of a large investment
project, e.g. a railway line. Provided that data about comparable projects are available, the so-
called reference prognosis method should be preferred to forecasts based on an “inside”

1 This of course does not preclude quantified and valorized data from being utilized, when appropriate, in
more detailed analyses and presentations.



assessment of the technical features of the project and possible circumstances that may affect the
demand.

e In need analyses taking higher-level governmental goals as their point of departure, forecasts
based on present trends should not stand alone. By comparing the future situation resulting from
present traits of development within a policy area with a normatively desirable situation, any
need for measures to change the current development may be identified (“back casting”).

e Demand analyses should play a subordinate role in need analyses of large-scale governmental
investment projects, i.e. be a part of a more comprehensive framework of the analysis

e Seen in the light of the considerable costs transport modelling represent in many planning
processes, the possibility of replacing such model computations with qualitative assessments of
relevant factors that may contribute to increase or reduce traffic, should be seriously considered.
Anyhow, transport modelling should only be included in need analyses of large-scale
governmental investment projects if the built-in assumptions of the model have been quality
controlled by independent experts from a subject field covering a wider range than that of the
model makers.

Recommendations concerning coordination with goal formulation and impact
assessment

e Close coordination between need analysis, goal formulation and impact assessment is necessary
in project planning.

e  Goal formulations may be interpreted as expressed intentions to meet certain needs. The goals
must not only cover the “project-triggering” needs, but also capture the needs to increase
positive and reduce negative side effects.

e The assessment of the impacts of the investment project must address the likely effects of all the
need categories identified in the need analysis.
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