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of projects they finarce. Tl dn dts=ly is5 a considerible ok, Yoi,
particularly 1n recent years, 0o have fremently teen colied wpon to oxiend
ir appralsal methods o unclude gysternat.c tmy «nt of the suocial aspects
of projects as well., The literaturc and the develupment pluns of many countries
mention an array of factors all of whi:h have bean labaled "eocial". These
factors ;o beyond the narrew financial returns on eapital employed by a project
and include such considerations as the irpact on aggregate real consumption
in the country, regional development, income distribution, empleyment, and the
pramotion of small fvdustries and entreprencurial talent. Given the murgy

demands placed upon DFGs, 1t 48 fair to ask why they should concern themselves

with nom-connercial criteria,i.e. real econonic retarns as well as even less

quantifiadle socia) impast criteria.

It mast e recopnized that the foﬂ’ ivencss of any FC is toa larpe
extent 2 function of its basie aprralsal ?ﬁ{éﬁﬁi%& in treating adequately the

enginecrirg, Tinance and managooont g:%gxfﬁs ai‘ thedr projects,. Iat there are

& ber of reasuns why & DEC ghould po b&:ﬁ"ﬁﬁ this traditional focus and

epoxle soelal conaiderationa as well, Perhaps the mst bagic one is :siagly
m if the DFC doct not have an ﬁ}’ﬁ eut for the soeial desirability of the
mjﬁ&% it finances, there i» 1o gusrentos that its Linaneing will make & real
camtribution to developent. The notion that o projoct can in principle ;ba quite

Mefitlle finsein 'ty a2 you aot be deslirable from the poiat of view of the




economy av oovhole Joopnl iy nod. Rt s re etarl s e
realization *hat th o difteconcs . can podle robier o0 praodice aad ecan
affact the ooy 11 clmvuetap of A coun yhe v dovment
In the earty pogtewar peraol (U waz vory commen [or countrion 1o bace
their industrialization strategy on fmpor. veosti*ation, Se long as poveraments
could restrict the entry of compeiling Iriports, projecte which coudd no* have
competed in the Internation:l markel could veverileless be highly profitable
and indecd show rapid rates of growth. But in a number of countries the growth

has not been lasiing and -- leking tack ~- it can be seer that their industrial

growth was attained at o ver, high cozt in terms of the broader objectiven of
N
devel ab such as higher levels of »eal consumpt®on, nore employment and a
bt 7

more equitable distribution of income. A series of country studies carricd out
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deta:il what policy-makers in gome ﬁf;“fé: a;;u:g sountries had already began to
58; n&mly, f'éwt i‘lﬁ‘am ial ‘;?x ofite méﬁ@‘éﬁ gaing in iﬁé%mtrml m,,fg,ﬁih
my h% guite ‘aislﬁaéinsg aa redl mdmas of araxtelwmnﬁi |

Disenchantment with the s‘tmteggr of import 5&3&1&12&&3 without regard to

conts haa eaz*taiﬁlg strarxi*%%zfz;af? the hand of {foze who feel that ﬂmnaial
uvalﬁatim is not an acceptable substitute for (%f?,{fz‘.’e%f%#‘%ié or tocial evaluvation.
But it h&s’k not answered the arpusent fr'g::iﬁénin}y hzord that -- while sccial
evaluation may be both neccncary and & iirablo -- tho proper lustitution for
miﬁg 5&1‘5 such evaluation i awzﬁmgat itaell, ’

Thore i8 much to be said for this ag«gmﬁm; It is tiu m&t, and ,
not t»%se ore, ﬁ*ﬁiéﬁ lays down tﬁEJ‘*’iﬁﬁ and mzﬁe} ineg fﬁr dnductrial ﬁﬁ?gzmzt
mﬁhﬁmgm, whatever impact "33?1'1:' ray have 3o a limited one as they muy finance
only a emald propurtion ol overall indus briat o §'.L.§} Tormation. F‘fam.‘irlss nany

governments have srie form of livensivy or approval of industrial projecty; thus,
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It 18 the rare rovermaent Inioad woleh hos sw' P9 jent Ame op suffi~iont (nforatl o
when & project i3 ldcensol ' ¢ otherwise vetted) bo make an 1.lorme }

the likely effi.
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> of the project in attalning sonlal adme,  In wost raser,
projects are judpged enly against a roupgh choel4cl of sooinY destderatar 1o Smer-
ship domestic ? Is the 'moject in o “pelority™ Ldustey 7 Dow many [ obe oare Lo
be created ” Where w1l the plant be loeatad ? Vel uro the et Terelgr ewhgs
savings/carnings © And so forth,

| It. would be naive, of eaﬂz’g% Lo asoume tagl o« DPC eonld wff?t and fnllow

, m&i&l efi%tri@ in its project asai**&m@ é%" 25 Koe eongdatently sombreary to t%e;;'

govornnent's own criteria, At the saw tine, 11 4 oftan Tar from casy for a DRC

%o Jmow exactly whal the poverment's ﬁﬁ?*éfiﬁ%é ﬁ?ﬁ; marticsiarly If they are mot
iﬁﬁc"ﬂ&dﬁ eonsi aimt. Govermmonte are net merolitiie, Policies normally refloat

& compromise amons various lutereets, Talff -0

oy L8 & peold {iluptration ot

this phenomenon. A syatematic veview of the affecls of Larif? piiiey in sewen

s Bilassn har confimed Viay e
ﬁiﬁlﬂ wxpacts : : : -

 eountries carried oul under the direniion of F

Yhe &ig:k *zfam&%;%;is of effecbive rster o prdection sannot be
congidered the result of deliberata der sinnu, Eather, in the

= 4 guestion the ay. ton of protentinn 1s a ltetevi-a)
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course hriog toom dief; oyt tootETrR Y tedelug 2 oproloct on these grounds

the DFC could he aucused of . gt £ rat oy st mmeent intone
tions. What does o DFC do when Jlges o preject as b g nom-deve losnental
when such o Preject han pove rament averevel”  This i 4 teust prohlem
although it {3 hord be vt bleve thar (f the ALYt is credible, sensible
Evernaents will ot be PPUR te knowing and tearsing fram that analyzis,
Second, L¥Cs which e wied to guery

sud. f1nancial stundards ®ay have aoother prokler, ¢f

Aring «ith reference to rommarcial

? Project is commercially
Miractive but is deficient on sacial Erewnds, refection eonid uean & loss of
' business that would nor Be con sred destrabie by the sharsholders, Beweve:,
ﬁst b¥Cy, %ﬁﬁ%ﬁéi‘ng the ?t’iféaﬁ?i!ﬂ%% i ;wi%sgt @@g witi rocopnize t&aﬁ a
. “eputation of penujne cencern for de E‘f*‘s\ “PAIAL, even 2t sose shert-torm é%%; to

ielves iri}i sefve then ’-ﬁi&}i in the 3%%%&% Moreover, wpood rocial
snalysts can be Feod bus i&!‘%‘%i‘ﬁ HOPYO et whioh depends

wability on cont inved %%é{"fe‘%% privitap.

£ AT pretectton {8 wolnersbie te

for its fioanelat

ke governmoge policy, %t 4 s:dhgﬂa;
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(a) the prjeat is in a hranch of Industey
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oy Ll the Typioal

one or more 0f ko

(or reglon) piven

priorily in the couniry's dovelopment Plan;

(d) the peoject w81l earm (cr save) a siatcd

exchatgeo:

amonnt of foreign

(c) the project will create a stated nurber of now Jobs,

A1l of these “"considerationa®™ huve obvlious sharteominges, The first ignores the

possibility that there may be both good and bad froedn
of view -~ even in a pricrity i

Progeci Cimdeclma tevior Bab oo ve sare e ek el

is not jutiapcaition of Yensfits

1_Indicators

Rrsis

<= from a social point

2iry.  The other two indleate, at best, certair

TS A L Pkl PR o4 ;i
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in relation o the costs,

A waber of sther pﬁzjtw es?yims teriatica -« am%iﬁﬁt referred ta ﬁ

"partial indicators’ -« siucc hey were designed to substitute for & more

eomprehsnsive form of nodal evalustlon -- have boen
desirability: value added te ecapital ratio, ﬁgga?

employment mitic et~. Thouph no one

voed by IFCs o ga:gﬁ sockal

tr pales ratic, investment to

would alaim vartial Indicators are miﬁ

of predicting preciacly a project's social worthn, the implicit preswsption sw:t

by pros was that thay are good cmeugh to aigémagﬁ%a%

tocially desirablc frow tﬁ%ﬁaﬁ which are nol,

; projects which are

n maiﬁitga the mi%ﬁiiav &f M

%ﬁmﬁ, we have ot yo4 been able t@ s3romple %fmmz‘iu&i% oy w; but mek

evidenco +9 we do have é:%s strecply sappect et zocial snalysis baged on g&ﬂﬁ&i

indicators my e of 1ittle use av & walde o action. Over the past yoar the WAG

s undertaken & series of studies of he eoenole chnonclerislioy 6f projucts




. oo 0wt o rate of reipen
Caiour b o o B L L L E R OREINNIL Jo g slrabiliw.  In the
) Yivat ter ol i sb L SN e G G L T g e the ranving of
profectiu by ot ~lor ptoran B somrarae w Y, 4hyg Tonllolnp Uy ovarious

particl dndioal voL o o o Sl oused dodiealorn s inves uont per jub created

OF eXptls as a froction of Loal sales wore not reijable as 4 guide to the

observod rates of returp, The Tadl. velow shews the simple correlation

eoefficicats for tie sariia! ind;

catore bested o the ndlan study (L2 projects

which were exarined in detail), Only one of these Indicators i statisiically

significant {at t1n 99 percent confidence level): the value added/eapital ratio.
And 1t explain; ordy about 30 percent of the obaerved variation in economic ratens

of return,

Correlation

Partial indicator

If these firch rec.dts are substan tialed in further studies, the conclusica

E
to be drawn wuld be irportants juet as Pinansial tvaluation is no substitute for
L. T

social evaluadion in the cirmumatas vl prevalling dn wany developing aﬁan*rie:, ao

too soem the ueuul parttal indests Ps deficient as declzion tools, Sinee nary

D¥Cs do in practics Juetify
the Busls of forral or inf: el reforence to such partial irdicators, their
efficiencles as & guile ts weiicn

ﬁi&ﬂgﬁzz syt tie <o valuation Yosed on te hndgues of costhenefit

AF on e grovnds Uat U would help them to
do some v now but sl Lt it el

i ;ﬁra#%s f:u& a¥ﬁ§t fimneisl self-interest on

matter, In %*n& serse Uw need for IFCE to

EClp than 55 4o mopre efficisntly what
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sont oL binte ay b T e A, R I RO TRPRR SIS vouhich
Thioonie prucie ol wore 1o o Ty, b Tohnorehwanrd avdns; and new
profocts avoluing svealor Ui, onooal sl o cer Lo 0f Loean aad e

managerial or wlhov oo certainties. 7o woull b fazaroons b senerdiize about

the fate of theo¢ pruiccts. o Pact ic in by oo weans ency an all cases Lo
ddentufy which pruiwsts these ure, sinee 1970 are undocstan anly reluctant to
acknowladge cases ir which the'r standirds may feve beon modified.  Nevertheless
in at least some of Lhese caccs, it is doal (™) whether the social goin -- either

1

Lorecast or actually attiines -- Las Juslified the finan-1a? sk which was *aken,

The point 15 tl=t there 48 no e

riord assurance that governaent-backnd

projecis; projects in backeard areas; projecis promcting small dndustries or new

entreprencurs; ets, are either socially Gegarabie or uiklegiravle, While their

w

8uriking characteristic may place thenm bigh on the dsh of the countrrty
developicnt plan, tigir vltimate Sustificstion has te mess: we o p againsh a
sysberatic social evaluation, |
Effective Fat of Protection ;

As o firct siep towards systematic soeial evaluation, the WA introdueced
about threu yoare ago & wurber of 000 te e won of 4 4 spezifisz technique for
esconomic evaluation: the aficilve rate of protertion,  Thls lechnique, in the

form it was then pregoented, foenpsed peincipally on the effects of tade psli&yy .

By ﬁnkiag into aceount the effiute of tardite nnd taxes both en aatpaﬁ& and iamtsl

of the project, the caleulation conld fdent? .i‘v projects which enjoyed :smeh gﬁamr o

proteciion then wue apparent from simple eonporicon oo Lie domestic sales price

for project. autpul witi the price of compating imports,

*

The erperiencetso far with this tach ninue pos broughl to lieht a muffbez‘

of preblevs. Otne of those problems arc Lpeeilic vo the particular teshnigue,

but others zre of moc nerel fnberest, Oue of Lhe latter type 1s the difficulty

i weis 5y e P .
[SFTE RN of : B TANN SN 1{3’;,

dorentic ppracen

NEafUre. in Lewns

A
s =T TR E E - sy ay ¥ : g 3 R 1

wery gniled for ko comparison of value added in

v PO K S N N ; ce oglets
w e wart Ll GutL amuact Ceoratiosy wablh value addon
v hl o pelaig fap th Sy reny,
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enceantors? dn LT 0r raie b et ot r T een Por oo aditie s vk
the vrojerh wor el s ans iy Gy or c) o arerieas, Neen U o commod b

re traded, tho oo alal b e peebline dectling vhion orice Lo uge fheomoar e %4
those apvlvine Lo 0 Taico cumees of s slightey VLMereniated modncts,
particularly I zome ce o tn b o e 8 PAuginer e, Quality differences

can cause censiderible rocotical d4iZl eultics and, even fur a well definad

woduct with no quality problom, there muy be several prices pr -ailing at any one
Ume reflecting different ¢olivery amounis or condiiiors. Actual or suspected
marginal cost pricing by foreign suppliers and teancfer pricing .mong branches of
mlti-national firms complicote the pieture further,

In light of thiv rather formidable srray of Jiificulties, it ie perhaps

, 8%‘%25135 that tiv calculatlions have been vousible st all. But, by and large,

. ﬁuy have been. Yot the faci tont the results are so sen aiti'm to vardations in

. xﬁ%&m&hmﬁl prices had certainly Limited their %‘?ﬁﬁib;.&ity as a bs.;sis for

| &Q’iﬁimﬁ Therc 1o, therefove, a need for Durther work in this area, even though
the ﬁ:ahlams are dounting. U ray well be unrealisiic t¢ imagine that price
esti&tcs and price forceos. for Lndisteind sroduets can ever be prepared in

the same systematic Pachlor U lo now o170l U0 some of the major primary

commedities, Pul il should be posaible to reduce the pr a:xt ieva}. of unceitainty

by disseminatirg avrert Imewledee on the determinants of price '}evels and
movemente for cloccly related groups of industeial products amd by iéeatifyir‘g
the product attributes which are eritical in éatrmiﬁiﬁ{? price relationships
lma\g closely rala’ed products,

Feononic Rate of Jeturn

there are two Mirther drawbacks asscciated with the use of the effective
protection methcdoiogpy, First, whea emioyed ac a statle inaicator, yvielding

production effiriercy for the vear that o rroicet resches full caracity
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including ¢ chang. dn Do

design, which would nelp pasters withont oodar Ly Lo proocct o altogelher.

Perhaps the poogect cauy Te dele A fovoa time mmit o4 7 perseale of operations

would be approrriato.  Curhapo oo Troduct Tino an ~ Lo not attractive can be
dropped in preference fop ahiers which wro attructive,

1t would be rd inlea }_1:35.,’ hosever, T gi'{% too much .nip%‘dsis to the

possibility of design modirication baged sonial considerations. 1In the
first place, DFCe often operate in a conpsatitive environment where project
sponsors, faced with proposals for substantial charnge in project design, may
WY go elsewhore for finance. OSecondly, if changes suggested by social

mmmem are not financiall profitadle; ig il rea alistic to exgect the DFC
4 3 :

e e e

to persuade project spongora 4o accepl such g’%ﬁf;gﬁzg 2 Probably not. 5%11 there
ﬂm be cases where the  alternative f;&ggmteé m; have "11%%1&5 financial impact
one way or t&@‘r other. ‘m* exanple, & spongor **zw trenuge vIrs rchase of m&kimry
for transport of gucds within his plant za%zf,:z Tose ;ts,t;;; -3n a&?’iﬁ‘fﬁfﬁ methods m’i&
not be significantly mre cxpensive, While the finsncial difference ?fig,ht be
small, the d!ffercnce in the coployr nh effects might ot be,

Apart from the peneral objecctions to gosial evaluation -- that gevemmt
ghould do it, that it viclater sharceholders? trust, that reliable griea
information 1s wnaveilable, and o forih -- there are & nunber of other pmblgms
which arisc ir eonnection W' the application of so eial ms%fe@mﬁt m}uﬁm,
even if a DFC 1s fully cumaitied to go "msg ‘it a try.

Compensation for Migk

One of these obrlacles concerns rick and the way IFCs can coampensate them-
sclves for visk., 'the financial viability of a IFC rests or ithe capacity of

1ts clients 1o repry. For loans, o@ distinet from equity investments,

&~




the DrC dooes oL rhiare dn the surplus earno | by the {irn over and
sbove thet which i roquired for repayment . Therofore the fauediate
financiai interest of a DFC making a loan 1@ dependent on the svrnlus
earned by the ffrm only to the ex'ant that the anticipated surplus
increases the firw's debt servicing capacity and thereby reduces the
risk of default. Of ceoarse the finacial attruactivencss of the
project - as measured, for instance, by a finanelal rate of veturn -
will be related to the expected debt seﬁiéing capacity, but the
relationship need not be ot all that close., For expansion projects
ig' particular, tae cash flow fron existing operations can provide a
buffer which is available for rcpayment even if the expansion itself
:' M m& generate the revenues expected. ‘I‘ha%, baafraateé with two
: pmjtert with similar pfasmcgg, the DPC which has but one lending
fa;i*ii; ﬂi?’i,é&{uﬁ;ﬂg érafﬂv the nraicct sort fnyuard he o yells
"&xsﬁiiﬂheﬂ fita, Vsl;nc:es the secure revenues of that Tirm reduce the
m‘: risk. For similar reasons, the borrov:ors with more secure
collateral will be prefeired.

This phenomenon often works to sharpen the confliel botween &
| m*s financial interest and its social responsibilitics. Many of
, tim }m;a&ts which may be sonially desirable - because they encourage
. new enterpreneurs, provide employmont in kéﬁit’ﬁ#afé' areas, and seo f«éﬂ;ﬁhré
~will also be quite risky. VYet in practice DFCs have little e@aﬁ@itx
to compensate themselves for these risks. Lending rates are oftem
pegged at a single level. ‘a?hen different ratas are permitted it is the
more tisky clignts - precisely because they are thought to e socially
desiresble - vho are usually granted concessioaary rates. Since under
these circunstances DFCs have no ‘Ii‘uamial inceutive to undertake

socially-oriecated business, gquetss or targets may be sct in Some
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practice N gty Mareg e e lep e oot oo esped tally for
Wa e asened !&’{‘ﬂ?‘%?ivh. 1o teo nnd o mdovcboned o eake Jis an attractive
option.

There arc, in primcipie st least, ways in vhich the sharpuess of

this confliet between » D¥C' {inancial and gocial interests may be
diminishcd. Leading rates mipht be raised. Concessionary rates sight
be sbandoned, or, if maintained, the burden thay lupese on the DFC might
be 3ifted by governpen: provision of discount facilities or wubsidies

related to the volume of Busine : dore st convessional rates. Thie fs

i
§

48 area which reguires furiber thought and periaps even experinentation,

It may be that teme DFCn have already hod symericice along these Jioes,

An extrove case of conflict bugwern finameial and gocial intevests
arises when 3 project is secially desivable but, uwnler prevailing policles,
eamnot be papreted to garn sufifcient roveonies B0 service & lean, For
- ewample, vach 3 conflict could  fse i & project which rumt pay zoing
vage rates deapits the fart :hat there may be comiderable umewployment
- Mrwgiamm; Since the DCs wwsoviated with tha ¥BC have nct dens
systemntic social mﬁmﬁ*im of projeets In the past, we canpot say
whether this type of comfiter fo fmportant in srseticr. If it vere to

arise, the logleal action {or the DFC would be te bring the case to the

attention of povervaont, indeed one of he porential benelits of social
evalustton by DFCs fo that 1t could biing to Yight speclfic goverament

policies which my » guite wiontentionaily < be inhibiting secially

deeirable nretects feew coing forward,
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are pot da fose Wwitn tw gigYs regpired Lo cpcourage efficiont and
secially centrahie devglormnt . o ogny potenciall valuable projects

may never be put fersard at all. D = are Hkely fo be suech move

offoctive ar 8 screeninyg mechonise ~ weeding oot those projeets which do
#ot Sossure up Bpth tlaom tally @ sucielly = thea ox g promoting
mochanise in situstisn. vhere flnaseial sizgnal. sct to discourage soclally

profitablc fmerinanre.

My BTC, repardloen of (1 gssazmizig; e&i&%& a@a;wm its own

i r?§§§ g#ﬁw# é;wsr%‘:f §ﬁ§§§ﬁ$$¥ g§¥§@;§* ;t;f f:fegi' gﬂwm Q ﬁM?m

ii mm&g i&a& ﬁl&%ﬁﬁﬁgﬂ of ?@th&W are ﬁgﬁiwfa@tmy when my

of iiﬁ setivitics e not celflected f%ji% its Pinuneial aceommta at all. This
t# » probles vhlch we 1n the WBG ave haviog to face avre and more fre-

quent iy as wo expaid £ur m; rert nf Yaepe robileiy-omed DFCs which

perform a wide vangu ot fuaerfear apare foom vommarelally-oriented temm

1 We mave ot vt had erougn %ﬁiﬂﬁ{géﬁsﬁ; to drav vany poneral

eonelunions , tﬁmﬁi& it 3oes svem ¢Yoar thar éﬁgwéﬁimﬁai financial
indicators such as debi fevuity railos and séasires of retum on capital
lose wuch of thelr gignificanes #n smeh Ziifii&giﬁ;;%; 1t ¥s &aﬂi ﬂmﬁ
te measure the real cconemic and soc! i Kfﬁ%*@*ﬁi&fﬁﬁ of a specifie
project. Pow fows one prie sindlar seaswrencnts relative to the

totakity of a OPCYs sperations?
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be found, Pl lacue o Letinidjesy For soriad avnluation o ipvesiment

projects 1e one of the Yerowtnteoas o modera appl 1iad economize, Indica-

siye of the curpent situabion kb ‘e thichaw:s of a rolay cecently pablished

which purports o be o sclective Lamp 1o of the more as:ful papere Lo appear
i P

on the subjest of soc {al cost/Honefit evalualion in 1971 alone. Criticism

of "partial indicators™ iy lksly So Fall on deaf carns uplers 1+ is possible

to cut thx ough the thickel of bamestiag »§ dguce and to provide practitioners

with a method of evaluation vhic h s both understandable ad easy LO use.

What DFCs want, if our é:@;}gmimﬁ, },w maide, 16 4 technique whizh

: zs simple, 9:@3 té‘} apply and flexiﬁ}. gmhgh to meet mu. peads of projects

which vary widely in ming, 53%; ey ana‘k ayailabilivy g:{' basie data, #ﬁz’nw

oul in any way minizising the tmporhance of reon » positively to this

mm, it .5 perhups apvropriate to no Lo thet the deaand itself reflects

a certain misunderstancinf. Seeizl evaiuntion, like Tinaacial evaluation,

18 not a sot of caleulations bul rather a method o0 approish, & perspective
from which Lo view a problems  There are, #horeTore, many different waye to

rﬁ&ﬁh the ﬁtx;%*fé corolusion shout a projest i sociul de drabiiivy and the

&

%kﬁlga analyst w il’i ace snem af alterpabive means to the same ends
Having said this, e st 1o aestholess nokandledge that the present

pralifecation of ¢ pocial costlenef 3% technigues hae punerated a certain

; & oyt gt PP B Y L T — 2 f e - Yok 0w LR R N [P T -
amsunt af crpfneien gned hes plven Syt on to Lhego vin argue that e
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several IFis assacialed wily ‘e g oopatitute x ownslal snludole o r¥ is

kind of passimis~. In five commtrus o different parts of e worl. o4

P it han proved possible te crlcuiale eecncmlie rater of relurn on an Averals

ol about 25 proje:ts por I#0U. Manpowor inpat for these calcalatione - not

counting the effortu of the firas Liemaclves - Was 0w 1y of the ovrder

of 10 to 20 man dauys psr projuct. OSince thess eva tuatiens concernod

projects thai were already in araration, a fair part of tha thee was Fpent
reconstructing project oparstions on the basis of old accoun's of the fi*a

in quesiion. svaiuabticns done during e process of pormal project m;ﬁ,%

w W require mich iess Lime
‘MWorecver, the resulic of e a’ig&&z&gma nave %;; and Yargs
%o be remarkably insenvitive to some of Lhe paremetors fur which Lhe propor
| mtﬂss} meihed of e*%a}%&im i aepe o0 mﬁzf‘ O argnle Y0 e gout

m:igmé to unskilled labor: the so-zal’ed shastow wtie rates In most of |
ﬂlt studies, the reosulis of tie rate of yelurn saleulnbions have not besn

m&mﬂy altorcd by ressonsble varisticns in L QLD P 8B to vhat

the projer shadoir wage rote pirsht bue There have boch it ridusld grojocts

for which the chaaze has been merc than a feuw parientagy peints, bat sven

4n those cacus it vas rare for auch variaven %o caast in desdts the hasie

attractiveness {or wnattracliveness i of ‘e projecie

The essentaal poind 6 thise if the gim 1o enly e suparate projecis

into broadly defined groops, Le2s, to weed wub We sor lown mistaken and
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the cost of duporra. Thiw 00l e on 5 90wt L e ol Fleme g, T
proje:t might bv “potentinlly efffcivit’ (.o, wonid be 4 peno use of
favestment resour: pe 19 stec) deporte wore sersitoo!) and yot have  an
expected “{mpact” (1.e., toking frty ccount the hirier eoat of parchasing
domestically produed : t2el) wi' 0 s oot o tracin . Should the project
be “penalized” for trade gestrictions over which [t has ae contrel? That
18 what rejection would eatafl. Siould the project be accepted irrespective
of fts expected effects imcluding the further enceursgement of coatly
dopastic stecl production?

Is prisciple cost/benefit tochuiques ran take (nte account other
ebjsctives than sinple fmcreases in resl consusption over time. But te
4o 50 roquires msigning numbers to notions which are almost saver enpressed
quantitatively. 1t vow be cany to agree that iacome puncrated tn & bochward
toglon or smonp pocrer Lucoie groups s more Jesirable than incosms acersing
te more privileged groupe, or that 1t is prefevable to assist new entr

?M than established onvs, but 1t is for more d1ffleslt to aree on specitie
waights to be wad to reflect this social proferenes. It is an open question
vhother, in the sdacnce of guid .ce from governmer on vhat nusbers to use,
# DFC vould dv bette: to stick te consumption-baced criteria, i.e., the
stensnie rate of return in fts cost/benefit analysis - allowing for sther
eriteria by vay of ad hoc departures from fts norsal standards = cr 1f an
sttempt should be sade te modify the busic cost/benclit ealrulation iteslf.
Yor & awber of practical ressons, owr pruference has beon for the

Om reason is that all (hete cemcents are unfenilisr te sany DFCs,

There is a vorldvide shortage 'ef skilled project analysts faniliar with




. ek i e

the t. v oy oo - o C . A sumyritias
Bince lop WhoOLE G000 e Dfop alivedy B Ce A vurhinriv, thers ia a
grect needt Jor i o Viraoan cruito T ore terot ng L meet
Wis need, but dogplle these o7 om there or 50017 much 1o Be dore.

Eo-

V. PBreammeniatic-ng jor iutuse A L,

The israes ralo 4 v *0 4 urelon sre vmmarieed in a series of

qeestionz and possibilivioo for [iturs netion along Yhe following limess

{1} Pow dous one wpite the 2ape for wssicagtic soeial svaluation ﬂ

‘G ety %&*ﬁ Pris

In many «ays this requiresctt 10 a rrerequisite for all other
conctrartive actions The alm sheul i be Lo jersuaic decision-
makers both in imimetria) developm nl banks and elsewhere

that soclial wvaluttion 18 both “eaville and necossary. Speeific

aotdon might
- further oas- st

wdy work doegreniing the practisal consequences

e s gtf %«gkgig are it

for developwnt AT sorial sag

eonsidered

= sontinuing ~florte to maxe known case study work whieh has
aiready bLeey dovs,

Here  the grcatest potential 15 ulmost certainly to be fowd

financial und secisl ohicatives, Rung the most valusble refores

g which lessen the discrepuaies betiwen

would be those which %ol to bring jrices for labor and capital

goots mare nene Yy in The wlth thelr rual toeiol valucs, But

meaguras droiontd Lo onetle DR A mere Q&@Eﬁé*’ﬁig compensate
thamerlees fow ripke toln b sugeert @f souially doesirable

oy Lo g gmeose b B L g d e § .
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Yardstieks wuich supplo +ni o saventional financial criteria

are necded, I FCs A0 o apettied Loopuriee both financial

and social objuctives ¢inmu? tancously, but their performance

is measured by indicators apprepriate mainly for financial
objectives, then there is danger that neither set of objectives
will be pursved officiently,

(1) Mow oap the implementation of social cost/benefit analyeis

Nore empirical work needs to be carriod out to determine the

effocts of various short-cut mothods on the acouracy of the |

end result in social cost/benefit analysis of industrial Nﬁﬁﬁ.

e ainm should be o develop shertecuts which can be used in

less important projucts and in projects where the end result

48 #0 alear cut that further refinement ia not necessary.

Datemwified training efforts will also be required.

In comslusion, it is perhape worth re-emphasis ng the point made at

W very begimning of this paper. Social evaluation of prejeetar is but
OB adpect of project eppraisal. To be effective i has to build upon &
sal.:feslory appraisal of manaterial, technical and financial aspects of
e preject, Soeial evaluation does not, thevetore, displace the tﬂéitieml
diostiplinee & industrial development banking; it merely adds” ismw éima&i%







