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Abstract: Investment evaluation plays a pivotal role in the selection and implementation of projects that contribute to economic growth and sustainability. Over time, multiple methodologies have been developed to assess investment efficiency, including the UNIDO, Little-Mirrlees, World Bank, and Cost-Benefit Analysis methods, among others. 
This article examines the theoretical foundations of these methodologies, highlighting their principles, applications, and limitations. Special attention is given to the UNIDO methodology due to its widespread use in developing and developed economies. The evolving landscape of economic evaluation of investment projects is also discussed, emphasizing the integration of modern approaches and data accessibility. 
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Introduction. Effective investment is a cornerstone of economic development, driving innovation, infrastructure growth, and employment. Evaluating the economic efficiency of investment projects has become increasingly critical worldwide. A variety of methodologies, such as those proposed by the UNIDO, World Bank, and European Bank for Reconstruction and Development (EBRD), have been developed to address this need. These methods cater to diverse economic environments and project types, integrating financial, social, and environmental considerations.
The aim of the article is to explore the theoretical underpinnings of these methodologies, focusing on their historical development, core principles, and practical implications. Additionally, it examines how these approaches have adapted to contemporary challenges, including data accessibility and market dynamics.
Effective investment in various projects has become increasingly critical worldwide. Numerous methods and approaches have been developed to evaluate the efficiency of such investments. Among the most common methodologies are:
1. [bookmark: _Hlk186308984]UNIDO (United Nations Industrial Development Organization) Method
2. Little-Mirrlees Method
3. World Bank (WB) Method
4. Cost-Benefit Analysis Method
5. Ernst & Young (EY) Method
6. Goldman Sachs & Co. Method
7. European Bank for Reconstruction and Development (EBRD) Method
The first of the methods listed above is the UNIDO method. The UNIDO methodology, fully titled "Manual for the Preparation of Industrial Feasibility Studies," was first published in 1978 to address the absence of standardized project evaluation practices in developing nations. Over time, it has been adopted by government ministries, banks, financial institutions, universities, and consulting firms worldwide. This methodology divides the development of an investment project into three main phases:
· Pre-investment stage
· Investment stage
· Launch phase
Each phase is further broken down into distinct activities, such as consulting, designing, and production. Planning investment projects under this approach requires an interdisciplinary team comprising economists, engineers, business professionals, public administrators, and sociologists. The UNIDO methodology provides practical tools for evaluating the technical and economic foundations of industrial production, helping decision-makers in both developing and developed economies. Its structured framework includes all significant aspects of an investment project, such as:
· Basic project information, including its history, purpose, and alignment with economic or industrial policies.
· Analysis of market demand, planned sales, production capacity, and required raw materials.
· Evaluation of site selection and project design, including technologies, equipment, and construction needs.
· Workforce planning, detailing the required skills, size, and recruitment processes.
· Comprehensive financial and economic assessment, covering costs of construction, production, and working capital; financial performance indicators such as Net Present Value (NPV), Internal Rate of Return (IRR), and payback period; and national economic impact assessments.
This methodology helps identify the main advantages and disadvantages of a project and assess its feasibility using decision-making strategies such as the INVEX heuristic approach.
Also, The Little-Mirrlees Method is one of the widely used methods today. The Little-Mirrlees method evaluates goods and services based on international pricing, emphasizing shadow pricing to address market distortions. While widely used, it has notable limitations:
· It assumes a command economy with unlimited labor resources.
· It is highly sensitive to speculative international price fluctuations, which can lead to errors in project evaluation.
· It requires recalculations to address changes in global prices, complicating the analysis process.
· Data limitations often make calculating conversion ratios challenging.
Despite these drawbacks, the Little-Mirrlees method remains valuable for trade-intensive projects and international investments.
Another of the methods listed above is the World Bank method. The World Bank approach to evaluating investment projects emphasizes sustainable economic growth. It prioritizes high-risk, state-guaranteed projects aimed at long-term development. This methodology evaluates projects through multiple lenses, including social, environmental, financial, marketing, and economic dimensions. Unlike purely commercial assessments, the World Banks project analysis focuses on the social impact of investments.
Originating in France in the 19th century and later refined in the United States during the 1940s, the cost-benefit analysis (CBA) method seeks to balance costs and benefits to determine a project’s net present value (NPV). This approach calculates the Internal Rate of Return (IRR) to assess the financial viability of projects. While versatile and widely applicable, the method has certain limitations:
· It often neglects long-term, non-commercial benefits.
· Redistribution effects and subjective interpretations can influence results.
The last three modern methodologies such as Goldman Sachs, Ernst & Young, EBRD focus on creating business plans and are widely used in project evaluations.
· Goldman Sachs & Co. Method: This approach relies on official statistics, such as average energy and material costs, to minimize distortions in project evaluation.
· Ernst & Young (EY) Method: The Adjusted Present Value (APV) method incorporates financing costs but lacks mechanisms for assessing investment risks.
· European Bank for Reconstruction and Development (EBRD) Method: This methodology requires advanced expertise in business planning and project evaluation, making it particularly effective for large, complex projects.
The evaluation of investment efficiency has seen significant advancements in recent years. Key drivers include the reduced cost of investment performance research and the availability of open-access datasets on scientific platforms. These developments have made investment studies more accessible, enabling researchers to incorporate modern tools and methodologies into their analyses.
Research methods and results. The analysis in this article is based on a comparative study of established methodologies for evaluating the economic efficiency of investment projects. These include the UNIDO method, the Little-Mirrlees method, the World Bank method, and others. Information was synthesized from historical publications, technical manuals, and contemporary research. Emphasis is placed on:
- The interdisciplinary nature of investment evaluation.
- Methodological principles such as cost-benefit analysis, international pricing, and financial metrics.
- Limitations and advantages of each method.
The following table summarizes and compares the main methodologies for evaluating the economic efficiency of investment projects (Table 1).
Table 1.
Comparative Analysis of Methodologies
	Methodology
	Key Features
	Advantages
	Limitations

	UNIDO Methodology
	- Comprehensive feasibility studies with three stages: pre-investment, investment, and launch.
	- Structured and holistic approach.
- Interdisciplinary collaboration.
- Practical for diverse economies.
	- Resource-intensive.
- Complexity makes it less ideal for small projects.

	Little-Mirrlees Methodology
	- Evaluates goods and services at international prices.
- Shadow pricing to correct market distortions.
	- Aligns project evaluation with global trade.
- Encourages resource allocation efficiency.
	- Assumes unlimited labor resources.
- Prone to speculative international price fluctuations.
- Frequent recalculations required due to changing world prices.

	World Bank Methodology
	- Focuses on sustainability and social impact.
- Emphasizes state-guaranteed investments for high-risk, development-focused projects.
	- Promotes sustainable growth.
- Integrates financial, social, and environmental factors.
- Encourages innovative projects under state guarantees.
	- Primarily suited for large-scale projects.
- Limited commercial applicability.
- Dependence on state guarantees may limit private sector involvement.

	Cost-Benefit Analysis (CBA)
	- Calculates Net Present Value (NPV) and Internal Rate of Return (IRR) to evaluate costs versus benefits over time.
	- Provides clear, quantifiable metrics for decision-making.
- Versatile and applicable across sectors.
	- Subjectivity in defining costs and benefits.
- Long-term, non-commercial benefits often overlooked.
- Potential redistribution effects not considered.

	Goldman Sachs’ Method
	- Utilizes official statistics (e.g., energy and building material prices) to reduce intentional distortions in project evaluations.
	- Minimizes reliance on speculative data.
- Focus on robust, reliable inputs.
	- Limited adaptability to local contexts.
- Focuses primarily on financial aspects without broader socio-economic considerations.

	Ernst & Young (EY) Method
	- Adjusted Present Value (APV) method adjusts NPV for financing costs, particularly those associated with issuing shares.
	- Incorporates financing structures into evaluations.
- Widely applicable to corporate investments.
	- APV does not account for investment risks directly.
- Requires access to extensive financial data.
- Limited relevance for organizations unable to issue shares.

	EBRD Methodology
	- Focuses on business plan development and detailed project evaluations.
- Requires substantial expertise in investment analysis.
	- Combines technical expertise with financial insights.
- Ideal for large, complex projects.
- Supports international collaboration.
	- Expertise requirement limits its applicability in regions with less-developed financial sectors.
- Resource-intensive and may exclude smaller projects or stakeholders.



Discussing the strengths and limitations of each methodology based on the above table, each methodology offers unique strengths tailored to specific economic and project contexts:
1. UNIDO Methodology: Best suited for feasibility studies that require a structured, interdisciplinary approach. However, its complexity and resource intensity can be a limitation for smaller projects.
2. Little-Mirrlees Method: Useful for trade-oriented projects but limited by its reliance on speculative international prices and assumptions of labor abundance.
3. World Bank Method: Ensures social and environmental sustainability but is primarily geared toward large-scale, state-backed initiatives.
4. Cost-Benefit Analysis (CBA): Highly versatile but can be subjective and overlooks certain non-commercial benefits.
5. Goldman Sachs, Ernst & Young, and EBRD: These modern approaches leverage advanced financial techniques but often require significant data and expertise, limiting their applicability in developing economies.
Modern Trends in Investment Evaluation. Recent advancements in computational tools and data accessibility have transformed investment evaluation:
· Data Integration: Open access to large datasets has reduced the cost of investment studies.
· Advanced Analytics: Techniques such as machine learning and Monte Carlo simulations are increasingly used for risk analysis.
· Globalization: Methodologies now incorporate international trade and cross-border financial flows more effectively.
Conclusion. The theoretical foundations of investment evaluation methodologies are rooted in economic efficiency, sustainability, and resource optimization. While traditional methods like UNIDO and Little-Mirrlees provide structured approaches, modern methodologies such as those used by Ernst & Young and EBRD integrate advanced financial metrics and global data. A combination of these principles will likely define the future of investment evaluation, addressing the complexities of modern economies and enhancing decision-making.
In summary, while each methodology has unique strengths and limitations, they collectively provide comprehensive tools for evaluating investment projects under diverse economic and industrial conditions. The choice of method depends on the project’s specific requirements, scale, and context.
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