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1 •    X^L'ììHSÌJA"- 

Tìiis r^pcr U cerberi   d with two of tiir sevor, - vt<.m-l 

Pioterà ti,,  th.Rr^cA^j^.jp«^^^.^,,.. (huK^rth, 

SSÌÀUÌB££)  *»*   .Ti,c :••:...: :.t   J,^,.     r:;  :„,rlicJ,J- ,,  ^  ,,o 
conc.,,i h,r, wit.. t¡,. ,oclra ^lttfi p.  :lnv.irti>n!   ^ ^   ^^ 

^; r"-t,: (,,î-   iî: ^"«¿-* ^-,-, 11,   is -.; 17 ci. tv,  ouid.U;,,). 
In Serti.., 2 I  ^1  ,,..n.-,t  ^   menais ,f  tJ-o c,;^c ^tX" 
lr   tl- ^ii'LAìiV^-     I>-   "J.rxi-;,   .:   ;   ih   a     U     ,t   .--   . iti:^in.* til- 
Value::  -,r   ih. oc ;y.i>vv,;,.r-  L.   t\ •  .••     «   ••+  ,->;•  *•-..  T-  ,• 

Thoac. -.'5ti'i':>t..i' will,  of -, •* '-->i ; •    i     »..•-• 

te  aJtct: r.oiviy -* '  • , ¡-^ •••<• <•><••    ..»,+,  

peint Ir. r,; ^,^ci,t   cuci, ,. ila.  i : te \n-   . cut ^.ly  th, ki..da 

of .'.tu,  thrv co ,,111  :..v.<  to e", et i, ,,.;,- to    •'., wc!. „.tinnt^. 

ìfcc. form ,.nd t:,. qurl^y cf  * t~ Hoped y.ry :.uoJ. on their 

a*HT.d.    t ls.vo Xôv,.c> t::,t effici^i .loctviit.. i, L,M, ofton d0 not 

c-vrt th, ^f. ir  -, w^y uhicL ^ULî: th,u to V. of ur, for tho 

purposes of rj. .-.noy concerned with projet ..vrfa-.tiw».    This in, 

of owr«,  ant surprising    The •-„ thcv's ,fîVoc-,tt,.! :,y tho Cui¿clinoa 

"•ro not oubii-a- woll-fc-.r.-wi.     Th •• qu^ii«»:; tiv-t cr..; neerta tfl Tr^Tr, 

^llowinr the methodology -f t.V Ou^Uu i; -r, c;.„ which havo i4ot 
r.ll U'»ci, riîitioi~:r,toi'.    'lo-iÉ   ••>•** +i>-i-. •.•s-»i -    .«       i j.i 

í r this papor. 



6 - 

But finally,   aomvthin.-; aorv thai, ,r.cr.. ¿ata  c\ll,.ctior. and thftir 

use arc involve 0. i:; tlv. • ..¡thc/l'ùa ;V,\    I   '•   .:o+  '••.;. i-vt   tint    o vorn TI ont 

a^oncics will V in  a ;.ositio:-. to   .rtir.uL. Í.    il.  officila .tfciLw.tp 

answers to -11  th-j qucüticaa   t!v.t  •'!;•   ;.roj,;ct  evrluator« .: offiea 

will  wish te ask in th.;  couiw '-f iti v;orv..    Ait .r ai,   ,;üv^r:iaunt 

deeisionn wiih r-.v-ard to t-ax-.tim,   l'o» n-:ir.-;:   i. pert controls, 

swings,   ntc.f   ch?.*i:\  ovo-  tin.-,     "or. ."A.T,   aiff -r^-nt prr-jeet^ will 

roquiro of the project  ovaluatora t- -in»-,   in  vûnc-r-l aiff^ont  sots 

of questions.     Öfter, the- -JV.-V u"t'"r will :i'.v«i to .-.'¡¿to simplifying 

hypothoneu an.;uut •^overn.v.Gr.t   polici«..;,     II.   is r.r "cinc-lv in the 

formulation of suol, hypoth^ï,- t)::A  a • .ufior of  jucV/nont will he 

involved.    Sudi  jud^rionts  ra,   it  ;:C::Mïï  to .-.ì.;,   ,.a -ado only  in the 

course of ropûat.ïd ^xc-rcisi.-s  in  ictu.v.1 project piarci _a.    Projects 

cannot  really K- wp.luat.-r1. - at l^ant not :,y th:; y.-.r.-lr:ticl; of 

national oconouic profitability - ir the  .ahocnci; of a fairly 

detailed knowlodc«-; r>f .iovorninont palici.;--. 

The purpose of this papor iu not to  orta.liôL t¿j valu.? of the 

shadow of investment  or jah-  ••i-.adov -rvc   rai-   lì.  Imlia (in any caco, 

tho defitti*., .-rticic prc-c-.-din.-; tía- ferocia,   par-avteia;  is nisplicad! ) . 

The purpoa..- is purely illustrativ,.. - to n^ wlat ïcin.-v- of -.rúente 

are involve.     L.  fchiü ,^:.ü,  ti... pi-a.^1   pa^r,   ••,:' ti:,. acco~,Panyin;; 

papor on the  ahr/V-w prict   of feed a orch .r: -o,   nay ; .  takon in 

conjunction with fa   aa-'A.-  .^tudicc  i¡; Part  IV of the GuijUlines to 

de.Tionsti-.to ¡-imply that the '*.thorlol.».:j of tí.,. Guidelines lu 

operational. 

?*      Some Theory 

Doth the social   valuó of invontrr. ,nt wid the-  shadow wage rate 

have been -iven extomñvo tru:-tn-dite in the Gva^linos.     Horc I shall, 

morcly for complotons,   reproduce- tlu 1-ic ar-.u-.ents tliat lead to 

tho approximate fonnilao   that  r.r<- d;: rived  there. 



The probi c::« tiir.x  ^    nr     ,-,-,,,,. .,„...,, . ...   , 
--    - -   - -l -•-* ---••:- ••¿^•- .'.. .•:•-• p >rt;in  to th,> 

methocs îry which te value íPVC  + -.- + -i .-,,..iV    -  1  - 

*   involved in a MarrrinU    »ro ..>ct.    F t-Mj-i,- +K „    ...  , 

on o Will neo«! to Icnov -r^i'^iv -.-••  -    +-• 
"    ""--    l-'-   • l-'Vt^t^CKt    involvoa   COr.K'8 

fror.i (i, o,   tiio coure,* ef i»..-.  r,w.i .....•    •,     ,      , 

happen to the resource  if it   ie mi  Involved is  «• .. ' nrovct m V • 
review).    One vail n^ri ->!«•,, +r w.«,.   • +  • -< 

•-li,u'-  -----t  Uíj^^m.,-,1 labour 
employed in the projet ~*her* It c<*»Jff frari roil, tór,t it wuU ,0 

• In the-r.îiQonoo of tho pro-joct.-    It' ti -•i-in 4»,, + +},      , ' *      J ¿t.  t... ^,^.,.111 v*;,.x tito-.answerST to 
these questions will vr.ry,   -enor-uly enoçirin*.  frer. projet to 

pr^cW   The «tent to „hiç>. -,~ioV,l- -Wti,ns rChcnrf these «otw' " 

.   will  mìnimi dopond rurally m th^oca* ftt. W,  - A^ain 

^â^ents on the partof thu platee eiFhc^^V ^¿^w:•|k^:¥•• 
.   to ^e w,de.    I ^H:;:nJco.atc^^ 

...factual parryiiotora to obt«te âi-f feront •.rrtti^ä! of thA -.ne-U^aU;'^ :••• 
'•'• -. parameter H in India.   '•' : 

Having erid this,  I   -oto thu probte at-kaki. '.  Let a denote" 

the direct opportunity .cosí f,f. tmahill^ .laVrmr,    If tmokill.û 

labour iß dm* directly fron.'thi rural 3uctor,  a^ill represent ih« 

marcirmi projet of unskilled labour in àTieultur*.    ^.^seni by 

W' tho   industri? 1   V""/•*••>  r."tt- T""--,4r.-1 'lir   ,-<,-      ,..¡11    „ J.T    -, **. * v..^., r^4.„     i., :aOwi.ty otic .will suppose that w> ¡j. 

: Evoti if tho unit''of tini-*  i" -i -*»"1 >*>-***," -„...«»,- 1 »¿i- • V1 . l,1'ilv' .-1" =-• c,ac?iüÄr-.ytì-\rt i>oth -w.ami---a may vary with 
tifilo*      I  aSiïU....,   without   ¡**tifî*h   '-•îiîtftw+'iw V.^+V¡-'V;í./.--"„¿ • "   „ •". .    , f >.i*wHi «.ut«..!   ,s.i.jTo*tt&tj. -M';í. -t*ï.u oru-t.-i* of itagrutudo, 

that .they are 'joth oonitiyi-t over tisM^ ': Aswww t^t. a/unit iñv«t--. .; • 

.••raen*  in tho modem sector creates::l nM'miUommà»*- ..B^ïhû 

:;»moá&m sector- I atoll moon the .«et Aitò '-mmlm^ ^íwltarr^-:^ 

ita alWed activities, such a^ fishories ;wl plinfeti«»». as .well 
ce sódicos,    if we R0W wit. by y tho annusl. teomrjiîBt .^ otIÌFttt: 

(assumed constat) .in tho rwüern sector -.U-e to k•wiit-.oi' inveatmeat,  ¿ -' 

tho rate of net profit duo te this .iKvr-st-.«tt 1.*   . 

  y. -.. .Víl«             .:. 

Write  oy B the ,¡arCinal propensity to s-vo out of profits in the 

modem soctor.   It follows- that  s(y - M) will he'saved csut of 



n   __ 

inv • 
profits aryi (1 - 3)(y - wl) will > consu:-.od.    loriotu by P 

(îiBBuned constant over "tino)  the- overall eociil v.ilun of investment 

in terms of consumption.    It follows that the contribution to 

aggregata consumption by the; net profite due  to tlio unit investment 

is 

Pinv s(y- wl) + (1 - s)(.v- wl). 

Assume,  as i?a quite plausible, th.it unskilled libour sr.ves nothing. 

Thon the consumption that they derive duo to thin unit investment 

is 

(w -   3)1. 

It follows that tho contribution tn a^crefíate consumption duo to 

this unit investment in 0. typical year is 

Pinv s(y - wl) + (l - s)(y - wl) + (w - z)l. 

Thus,   if i iß the social rate of discount (resumed constant ovar 

time),   tho present value of the afforest c consumption gtruim is 

pinv m      PinV B(y - wl) +._(! -JÙJj--}ûl±i}l--JÙL. 

inv Solving for P   one obtains 

pinv .. Ji,-iL(jL--"U. +Í2L^íIL 
i - c(y - wl) (1) 

Expression (l) is an approximate formuli for the social value of 

investment in the modern sector.--/ Hence, if a marginal project 

draws investment away from tho modern sector, the cos!; of investment 
inv 

embodied in the project will bo valued l'y its price P 

Turning to the shadow wage rr.te, note that in cMployin^ a 

marginal unskilled worUe*«, agricultural workers -is a «?roup /*ain 

(w - z), fjid in making the payment of tho market \.v^o w, tho not 

loss of asßre^Tvtc consumption is (l - s)w + a P  w. Heno o the 

sha^Qvi wnçc rata 

y,(v- =) + (1 - s)w+ s PÍnVí w  •= or 

l/    ¿ice Juidollnos;   Chapter I3,   Section I3.4 for a moro complete 
discussion. 



It ou"iri to ... noted tii- v v\ - :•. '. f.üi.- 

I.''" .•..!3ur¡;;tii.in :,f .'-ivi.: " n u 3 : ' -I.t f 

c on sun:,t io,: < T nroj'U ..-jucr-- (w. 'I.-,- i- 

soctov or tin..;;;: of ; hv- .;-.v.:rr;r. .-.î ) . I - 

more í^nor\l foi-ul-ticv. t;-.l u.-u1 : ..r.-\ 

diff«.riii:t w^iviit.i t-..-   t{..oi:     ir.-r.- .•.•.••' 

...f       .. U-.i'V ti-';    ......     ti»- 

-•  ti        »iv.-.. 

1    l'I  ,m •• i . 

..I 

f    S., .,-, ,t 
i     i.ii''«'( V«Vt: n^ 

3*       ?h^ A:ylicrti< n 

In v.-\l\:i:.;-: t^  inv^t/.i,.!-... :!?•»(   ir. -. .!•.,;••< 

to know whor-  tl;o r.-eoui-o.    COMC^   fr :,.     7)<, ¿   :r.-;^t:: -;.i  cr-jTirf] oi.L 

in .\ ¿.iv^tfi project   irpriv«:   tí;-.   :-<. et of tlw ;   : lit- ca:tnr of  ^ 

*qur.l r.iount  r.f iuVvBt^nt,   -.-.a it  ,:-y .:'   in  ¿h.   t.-,.= . .. f t;V^untirr 

c project v*\ri;mt?    Or i^ tin   .•"••i
i„ct fin;uvu .; \- -Vt ».,:. m.-i i^::.- 

tion?     Or ufc-.t?    IV. t U  to  ^   -,},„ Kuu,.c,, of tL   ^ k ft ,, t}(, 

project ñecas xi  "::••. :--nv..-n.     I;;  i:...- rv-c pf T...'i-\,   • iv ;. tJ¡.   f-.ct 

thr.t  tlv:  tot-!  volu-.v    i-i' ¡«Ir   •-• rio-   i .-¡ V-tri-      ir.v --.-t-,-j.t   k 

broadly  ílocil..-'.  il.    „Iv.itì. ,    J i   •..-.. i:¿.-'. ' •    f i -i.-  ••.;...,-    >••:...      fViU' 

inv(-::ti!iciit  i;; .-. j.v H •*   -, f.tor  i:. .nvl vi- 1     .-i'.v.^í '"-•   !'«•• r ••-> u •> ÍK-K 

thr.t the rvj^ourr.-.-rì inv</tv: •. VK-I • ? • "• t   i.    i: .   • '  . v,.    ,..,-•   t   ,      ;..j:o». 

'JO  in  the  hr,»;r-   of ti..j G('V.-i-!. ì-"...t.     TL i.-     .ir.- %,  .  .;.-     ,••>.. >••';!'« 

weit s to roflcot t'.v loveraient' ••. ..-,••;•   i.v.l .,•;-.. not t.v t" r;,v.,   .u; Î 

y md 1 to roproEKflt tli:-   nrr,;im-.:   -'ut.n.i-c .. Í • - i.  t  tio -;;<•' th< 

mr,rj=*inr,l  l-'muy—O'M-.-»*' ;   v- M       «. .•».., ..-M..   ; •    -•   •• •   - .•-"»-..   -•   —*• 

Of   thC   puVliC   30OÏOA>.      ;^UÍ    ii;   ;xdr.t   ...f   r.rt,     »Í    Î-;   r^.i  , i-;.f.t    '"ÜTi.tJUlt 

to do  thin.     T).«.! Pivc-Yocir Pl.-ji uocit; --t    -í,..;;- r.i.t -"iv-   pr>-,-r-ti«:nt 

of totrJ Oovt'rnr.ier.t o:pù.>HVitur.. -lir-.ctiy,   th<v. ;,  <,f   .TU..'  ..     ov.-r.-Jl 

invoñtmf¿nt carried out ir. t!u.  -uvlin .^rtrr vv^r tl-    H'-i; ;*-ji-v\ ii-. 

docunonti:'i in di-t-.il.    i ¿ìr\V,  thr;vr^,  -U.. r;t  t.-. ...-«iìtri« 7 *%••': 

1  for the r-:ofl<.rn inrlu?itTÌr\i  -Jt.ctor cf t.:-.  r-cc-r-^,...;'   '.t:  "  -ílioK   (i..;.. 

?/    SOL üuij^clü^cü,  3. otien l'j.-l. 

¿/   k3oü iiÜV^iy:^» Cii;,-i t-r i''« ^'^tinn i;;,3 r -v - ,i«^t.-.ii.•:: ..i¡'- 
cuoBiôn of VíTi'j. 
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?•» CO.MVìJU''    .U" lio   .n '   •..r3V:t-- 

values rcpro.i .,-t  i-o^.y.ly t! 

poctor.    "'hi- i    : i .i-.3    • • 

in   tli(- !•'••!  :r    • ---i    • f -.i. •    •..  li;' 

(Uffor   wh  ..   ïn,'i .. 

Por tì     • ur; '• " .r   "f t.:: -   :•• ~ • 

w;-.w iict-t .; i:.- +:••• a  -u   ::•-.*.• 

project in i:!v   j-.ul'lic   ìWI-'M- w   '; 

industriai  :voUr <-.V  i>-   • .v- . •.• - ;. 

p.3su;.1.;;tif.n,- ••'.out   this r \  • 

hr-pcl.    'iW-.rd.i-! tu;:  iì  tr -   '    i 

soctor (c^n(-. tlv_ r.ili.-ì« ir. "•:.•• tì-i   a 

fishü;*)   as VK-11  *.£•   tha r: -rvi<X   ~r. 

p.Cüordrvnco with in''i..::?tr.y-v i.:.-.: rj-.r, 

of Lidie,   till,   lfìft   •-*'.•• 'te': ''i J    • 

nnd '"iv.ll :«-jiuf."f.tur:.::_-,  (iii>  —" 

-\n.J (v)   fT'.ns"' .-t   -;v:   n    .UJ. i ; .fi 

v;\~ i ,: !>r .'l «icr    ; *    ;     ¡ "¡ '   ' • 

pro.ivci   C0i'.;.-:.t- .•   t' "    ':''•''.   '   >:i'-: 

Th.   :,•' r",-i. 'U f.s  i,    .    :'.-'       .•<•: 

in the- P--urth ri" -^ .r i'--:-. »\;   ) 

iîp.ru:..et,a-t   X,   on-: n 

stipulai«;«! intiu-sti-i'.:" 

.on'-i.." v~ ]••.••.. !•'.  t-il- |:uMio 

i k    :.i- ;:'iiolO-'ii n 

-.t. 

;••   -v • -.-.<   i:-.   ...  i:.:'u.r.ri:.l 

v -t   . ' ¿ir\-' <-'r.\y fr   . tîi».1 

v. . •-.-   .    i ',   •;! t rretive 

., •••    n " 1» '.    t.- .     ;:r'\:v.'Ct    •,. I 
• •• I     •    • •* * 

< i -nor    *.'.:.   •-. ri •". ; turni 

[\.-...^":r-,   ;.i"*.'"tior.ïi ~uid 

-.¿A i«,     li A --il -     ;,-•   .::••: 0'. "ornaent 

iì.ir • ---m' ^u-rryir..-,   (xi) Xr.r¿;e 

^f-.jO'îi••-•-,   'i^)    1 .«"triüity,  etc., 

;-,.• .     ,\        . ••>...• I:"-:)1!-- !.  'defense-' 

•¡•v    :'. *   -.»   v- i- ••: inclu-tri?..! 

:•.,•       .-,-:        -t-i. • . .•    fri-.. . -A     .rap-oii-fi 

î-'.-r. í\;   ;--L/'j).        - li-n   fi^;« te the 

t>- ': ;.,ìV? t. t'  ~rrtv."w.  -a' '--...v'o. Kiit  in thfe3û 

,'.:,- t:..  PI-A i-v-'.-Lfií.    Unfertiuuit* ly this 

projection .b* ru-pli-;1, r-i'har -••- tu.- Pi-r   incisioni nor hy tlie 

Ministry <n' L".jOur pu: lìcr,tioj: Injlt-^ Irt-viuv Strai^Ucs (l^ïl).    àS 

?. result,  thu followi'v: rcunò-.^-oul  ;.rf c....ur.   -.•::.; foll^.rcd!    In 

Tr.blo 1,  I jircJunt tot-! eìq.loyr.c.-iì: in tìu.  'S.\CE^I   industri-S for 

tbo v«"!".re lOCr .":•''  VtO"ì (-.s •.-.«'.<1 is»l.: "• i". lì'.ti-jr. Ir-;, our Str.tistico, 

li)?!) .^T-  ^OT-IUT-    th'.?   ^:.u-ì   ,:X-  'f   TG-.r;--.;  ••• ;' i.-:.4.loy\v.'vt 1:1 

t-U'Sc irnluütricB.     it i.: f m:» '   t,. \    rr-;./-.^    A,-.r-_*. ;;cr ucr.t per 

,'innuiî.    AtJFUiiii:    ti'vin t: »•u .i .-•«.• NL-;-!...r.t will 

rci.i'ún rcu-.*hly ;:-,u"l   "'" *v"-'-      •"•j" «•'•»"-+ r--'" --»r;u:.  < v- r th'.. Fourth 

plrji port«v,.l  eu-.-  . 'ti::i.-it--t' l> t-.L  <.-.. .¡-io;-.. ,->:.+   !.. ï'.\c •.;•;• industri os 
* 



- u 

in  15?/..    ?h<   iiicv.,-,.?* i., . i • .1-. -» 

.•io-'   ( 
•"- i.   t., /, 

cotiroc,   ir...¡cr.r_; .Iv ir'U'.p-     \.„ + 
rr. ,i. 

' ; is 

r;   >. i   ". ;.i_ 1 j. •(;-.•• 

1.1,0 • . -     41 c-*;;cn\ nr. t-v. cruu..ae:;<:. 

^J-^   in tf.üfc oiitífjc:". in.'.uoi
J.i

,x..fí í;; •,, 

T".ì,1 e ? --r---'•"•>•*•••   •*. f-      • i    • 

'•va--. 

ir... 

i:'.''.u;t: 

theso ÌBt'.U8t:'Ì£T   v/^ t;.c n—  -..-r',-..   ^-    ... ,-      ,    . ."' 
"S«   J t 2.'-3 arerei. 

Finally,   Trvolc  ; v*-oüu*it-  c^i-^- .    *•  • 

carvicl cut  -.uri:- the  pi«: ^ri<^  in ,, ,  ,-.,.,,,   ... ,     ,"\ 

¿no ar,tc. r,r<; tr-hon fror ti- Foi-rih plr- •*., c»»-r+  -» • ••-    * • ,   , 

- rcTt-w  '"'   l^fí^-   cro:v--..    rv,;, thos*.  -V.tr 
it  is   oinplc to  o,-;i-.:-.t.; the n:.^!^. o.u: .,:.-^rlri vrtio 

{y    «    ~^p.)  and t:u; rir,P,in.3   c,u-1;Ut-1; ..... r„ti;.  ,,    ^        M 

'¿hoy tura cut te  '-.f! -,out 0. - ,,,* io"*- îx . ,,rLiv^..,    A n:vr„i:i^ 

or.pitcl~üUtpu+  -i-c.xio  or ..;.  i,,  thn r:iv->I10oi •.,_,;.;,-,..   . i.s(?r...   t,.  ,.. 

roûnoncMc 'ut 1 r.u.t cea*«* -   ^y.-. Pr..7,..ivu., -,,.' ,hi: ,v.y'r,r-, 

fi We for the ^r;-in,.i cv-it: 1-1-h^ ,  ^,.     c,^;í. ,- tht\iL^ 

teohnolo^ chicli in the „<*«* i-ouatrtol aocW ir Indi-, i;; 

know» to T,c vory cv,pi¿a intensiv..    honoWl^c,  r. fi,•, of 

n.% iüo,ao or capita -c- ,.cx:: ^uiioa-a K^,- f,,^,.,,, (~t !.,„+ 
to -)no p.t first}  vory hi;;;.. 

The in*u«rtrir.l ^ rot« (i:)   ie v;ell Jooi^ontc^     Tho nv«^ 

•al ^c of an industrial vorher in l«;5; n^ea-:; to have bun/ 

found Rö. 2,;,64.    (î-oc M^.i^o^2kv^ticç (i371)i  c.u^ ^>lf 

P.  [Jo).    It is „ore or ]-¡s* -.miforr-, ihrou-ivut the country ^ I 

shall  tcJco it tir.t  it will re.u.ti «oro o, Knû o^atr^t ovor  th, 
near future. 



•nm 

Th; direct  •.•y.-'Ori.•.."."'t.;   ..<' •'•   ','! 

iiancnccly difficult  t.- ,:?i i..-l   .    I" 

to rogir:,.    Vi jf.;..:.-. V;-t +':cr. fv- tí- 

study to   IrJ.c c\ "-'t  of v .'-•• 

and w on  Uw .:.:'.£.-;,-.pti'-» ti.- 

VìI.-: iU. " 

..: fnv. r^ion 

-...ii- or.se 

'•••i   ." 
-ii.:   L   .joth P 

wv 

H   .    y> -.t,  the Gcvcrnuont's 
•pyrnin.T   "•'•"-* 

rar.r;riru\l pro-.-. r.3it¿;   '..r  sw-.   (-).   •'•   '-  1-1- 

procure.    Th, ..,•:... Um r.rir,r. ov - ih. i".et   th^ Iho F;.^ eocu^nt 

doun not .-.ppi-nr t    ::iv-n -.-/.  --^ •  !-' •-!• "' '*••! f—• -v.t   ^^'.iturc 

on :r» .-innu:-.l \r.su..-  -:-v...r  th.   i'l-v  :  -^"-     "-v --"•'• l'-r- :>   Xl'-' p1^ 

icounoiit do.;S current   .:-..-.t ••or'  -•   /^r^rl  ^.r:u:;uio-  in the tv 

fisca, year* íl;—l*v)   -*•'- ( v7>VÏ'.)  - -    -tU.'t,'. ..t ".'e.  3,100 

croros tal H¿.   A,K° cmr,rt   .•<,-.-„.-Ulve-] y.     (3--o £¿¿AJ^H20^ 

Plan,  Chapter 2,  IVM-   1,   p-  ¿2.)    ^.:,   t-t-J.  i.iv.,stfflvr.t c:..-ried 

out in tho puUic  ';,cto? ,.vjr ih-,   Plrvi pivi::, i::  oytiir.-tc.1. r.t 

Rs. 13,6^5 tvMx.- (^^•ì^^.;:ìX^::^:J^^» <'-:-^'3' ^-'^ *» ?- :'2)' 

Thi quonticn   L":     '.  •: viU   tei"  inviti.:, ut  -"•:  .::••••.•• =". <'ut  -wir tlv; 

Pira i^riocl,   fcii--t I--.,   -    L -.iiU  tV  ^<-v:t:   ir. :-' Uc -v.-ctor invest- 

ment bo ovei-  ti-   P-^-i : = .: W:?    Tf-vr.^. •   t\i^   I îw-" ^ aw; cr 1CM 

•lo „oko not.* c::.currc   ^««*r:..     "i-iu   Pis-", ¿ocùv-nt  .u^-ts «»t 

public consumption   ..::;^-.v:.it'.u-.- if  -..¿itii-.r.t- ,'.  tx   ;y<.,i sc.-.v*.Owi  fr.ator 

tïi-ji privato cìnmrnpUon,   ti-« lcit-v-r JCìR ;• e-.vtjw.ti-;! to »rev at 

r.bout ;>.!* pe:1 c^t per ^UJU'Iì (.-;.•..• .'•••.-lion, ^.j,  p.  33 of tho 

Fourth Fivo-Ycrr Pl.:a) ,     T r.rsu.u   that (¿cv ;rr., .-.t investment will 

"¡¡Tow et ^out 5 l^r co«t ^T ^-.mi.    It door uot ¡.attor too nuoh 

to within r, couple of p-roeivtr.r- peinte,   ¿incc the result i-j aot 

sensitive to tho reto cf vrwtl. of investment --f values ^renter thuR 

about 3 per coat.    ABCíIUííI^ then   io :i r&tc of ,-^otrth cf 5 por cent 

por rinmun for puUiu invi:;-trient,  one o^tin"t..;? puUie investment 

in the fii-Jt yep.a   of  Uw Fourth Pl-ü ?a 

1  '^ \''.j\Û ^or;^- _^__ 
XG    s    n'* ~\ + 1#c~a.0'")íí"+ (l.«^j)3 + (1.03) J 



—   1 - 

or I1    - 

Lilcewic.   cue   csti..r-.U£: (vor-.i2   :-u   lir: ir.v. :t 

of the Plrvn  ~t 
*•-   fi:;--.l vc 

f: 

-   (-•",)• i: ,< <V 

TOT-1 Govern:,n;   ,-:- ,î;;itvr • fvM ,'i'Tt   •/.. 
Pira  in   thu.;  riii'<íMiV 

/'-, 
•".r of  the 

l'V •6C)   crcj., n 

ar.c! Government  -xp^itu-, . h. the finr.i yc^r (y5)  ^'^ 

"s.  (.!,100+ 3,000)  cierva    «    ¡.v,   ~]   ;: u/ 

in puoi i c  oxpon-liturc (Y; - y*)   -jv.r th,   pi~.- 

"s. (71 - -;3.6) x I0y 

:I;c incri.-nor.t 

:  i-; :wout 

X?.. I--' • 
1.1 

1(V ,   ra..: •!,;.'..•  Í}lCrM;U>nt  i;i 
Cevornnont investment (ijj - i},)  i, - ,wt !:,t  (_v. _ 2..^} .. ^ 

It  follow, t.Vt  th. Govcmr.,.^.,   ^/iu.;1  t.r,.?<;îlBi1;,   to ^ 

3 (a ïfà>  i?  0f t;i:' '-^ ^ ''« ?• r cent.    Vid, i, ri0t ;, vory ai,-h 

figure,   \-ut  it   loe;, :,».p^ t-   ,o r.~<:;-hJ,- r>   . ;iì?U:;t with th, 

ontim£.t^  cf row;.' ]0 P, r Cli!l1   f0l. tli., 4,cû::o ..W-/i.,.   ,:-,...hit,i ,ro_ 

penalty t- savo.^    .loroc^r,   lViv.,; th. 'iov ..*•:*-.r.fct..  ...r.iV,VJ,' 

to increase vr^i,:]- th, ^,,;icaUr.:  ,-,-. .^uo-.l ;,,,  h-ith .•-•} 

servicos.^/ th,. fi.,w.   ,>f  -v,ut ,;c ;u r ,.._,._+_ ^.^ /.,r,/.on,lji 

soein] 

I/o ii-   now i:. -. positiv  to     rtL.-i.to loth tix, rocicl rU;,.: of 

invofitrart (p1W)  :*.; th,   fcjow ..;„,   ,; L. (H)  usi.^   f,,,.,^,. ]. 

wrf 2.    The aooir.1 rrvi,, of üi.^.ur.t (i)  i,,  of «uu-^   ,,„ ur^oun. 

C'jnt, Wo shall  ostinr.to Pliiv f.-,r ti-.ro;, ^iu,:- -f if  iirjVjy 10 ,j0i. 

12 per o.jfit and 15 pov cent.    'lW>loo a •i 43 ün.fxut vetimr.to; 

of P   iy for différa»t values of i on tho : 3Tar.lritii^ (i)  th,vt 

2    -    0 (•fcU.-i a) snd (ii)  tlm  z    «    |j (TiM.-:. W).     T¡i.: peint 

to notice is thftt whilj  the socia vp.lus of inv^b,-t i;; v«.r;- 

8eii.iitivo to tho choice of  cho soci;.]. r.\tr. of discount,   it  i.-. (;uito 

^in^^tivc to th.. 'ïir-ct oppt.rtv.nity o  :;\   S l./.-cia- (s).     Tï^.t it 

il/   For ouch en cstirr.tc-,  ?co Ru... 



1 ' 

•   • . ..      .-. •   T..-   -etc ;1 or ri 1^^ j 
 ,,  „   ~-..vV,i • rt i-- fiur^ri.3 ?-"••••    •• • ;- - " is msonnitivi.  uo   ,,  o. o,.o.,.. ,..i     • . . 

+ >..    ^     ,-. H-v.-i-i    3-jCifr   l'.-1.   JLì::'-1'- 
thc r^r-inra l^our-c i-it.-l rati--,  m W   i • -  

rv  - ,.—-Hi v-   t':•••••   i..-.;:-cl wj. ¿. .- c.     c-u 
T •     • •> i - T-1    —i; •   "'VS. 

invorrtnicnt m tlio  Iü^Uí/UI.- —-*•  -   --- ^ 
_,   .^   •     -,     ; + ;   -.•••- +••-. vi- •-. -.-oon-Ji.y-vì^V; nocir.', 

therefore,   t„,t  it   i* U,*U- - - - __ 

vMue of invotrtmont   ir. cvr.lu::tir.j -. ,ro ?ocx,   líJ^J--:.,  
.     ,. j.        ^.    .; 4-^.1     -ff !•:•'-' ti Oli    ìli    "the 

to i)ciij^^^.^^ja^i^-^^—^-,J-^^;   

Government« -. in^sj^-^-^--^""7 

3ut net oc,   of course,  ACi   .. = .•.   >-*i~ -• 
•     ,.        -i„ „vriv- i-- +i-"  iMivc-c < p-xrtunit.v post    ¿ 

labour (z).    It  is I^*.   thi;<:-   t;,-*fc   ''' •rU-' .       .„ 
.    n-+-       Tt will  v-r.' fi'o-v. region to 

TWO,-   ;   -.T-r-'.^-Lt'- v\riov.;. vr.luos oj  t-iv region,  ^oporuUnf- o.i :-..    Trie- j ..re  

3hrwioií wr,fc rvtc ur.iV.T ru Um........ •  .-   "• J 

roedor PAY .îo ->•-• - r-'- --•   •-       • , ,„,,,„+ 

n»oooí the m,rí:ci  --V%  ^.t-,   ?^'v   — i-lJ*- 
•   ,,., T   ....  r   -^1. tV- vhat   th.-   •: J-V-+  ir,.'ic:-.t-c.     'i^ 

in  socicul/ i'-;---  ' >- ••"" -1--   — __       ^ 

i,rï>reî*..--ior. ,,:oui.    •••  ^--J-
1
 '-1.    u- • ' 

Guirlalinoc'   '.-.etno:••--'!•,.;••   i-   -•• cu,- 
  _ iU1 „n.:    ,lf courec, 
Til  "Tetre w«'r:.-'i-  ..n-^  n. - "»cu.i.   • > 

.    . „* o'-"1'-' I,H- •!" • ti<--- oo ¡to of theso 
or.pit.^1 ulU "io vrdu:-: i- ter:^ «i  ^ -n-,-, t- 

, .    , \J 
f^.ctorB O;í a co:.;r.-.r.-..:io .^..nc- 

4 *      ?ii^9ji,í2fl1¿^i 
,  ... +-...J,. _-nrv -v.   -i-.-nt to >íO illus- 

Tho oTorrci:>oñ ^oricr.i.^ ni ti-i» P-Pc-  ••*•• •4--"1* 
_.K,.J>     -,.«   -   -r-'i r-t ^n\iT,C!"Í¡.'tir.tÍon tilo  80C1C.1 ti" ti ve.    T.\ : r-t!- W.-.3  io comput-. -.-  -- ^r.i • ^..-.-J...U- 

1 .        »       .,  „o +i,r «w:.• w" •-.- rf.t;- rcçuiratl in ovr.lur.tine value of invcstnìc::t  -i-' t!:(.  ^.«—./   *-«-•• 
IT    *„*-„> rn'ov..^t or th; ?;-numr.tion tìv..t the iiv/cctnont would :•. public suctor pi v ]v.^ ->»•  i"- -• 

Ti.i- in esenti lì,' f.-.«. ^ciifi c«.ti--S: for v.-.:in¿r the somdW^t 
crud«-.r o:r>rv üf.io;i avi  h >.. »--i-   

7/    p-.r " -1otr.il> 
,   ...    ,„„;,„,,   ;.      ouidi-liiij--;, 3-jctior. I!)i4i  !>•  207« 
a   -.4. -v. -,.-• -•    , -—-ri~—-•••--,.._. .     ,.^   1.1,     tiT'TTin h- Uï.'ITîO 

Alno so, ^;-^t;-:,  ^ * ^^    ^rííGllctln (Fc-ru,ry 1972). 
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•Î 

e^.vt freu th-  c^pro-i- ¡,. 

* t 

p:-nur,- xv?.vo ;,ir 
•'.a 

• !; i  r 

v~U::l 

-U".J  .Ji" +.'._  fov..-.:.'.r-    . 

roquirt.il in caputili    the;:.   XV^IG.   n,ir( -,,... 

tlv- r:::r<::ir.\I  outfjut-enpi c;.l   rni,.  ir  -J.;   i;..^ :-j,v; -|   ,.   .t..  

use of oa-ti^.r.tc:.  i::  +h_  ?uur*.:   fi-.-,     _:Ui   U ,•-.„••   ?., i • -;• 

the figure  of C.L,r;  thaT. ;.,c C<-i- •>»  -  f—- T •• •   i 

propensity  -lo .:GV..     D.of.it:-   ! : ;•   .    .,; ] j.  ^ ,,-Vi..j;_;    ..{• :\.t •   ¡t 

I^.-ïion Plr.n,   thi:.  craci,-.l r •-.».-::     r .i.-... • -.. .+   ••     .-.„..     . 

I 1V.VC ,*•*=..•  on!./  i--,t  tivc   ^.lo-Urli.-u.- vn-r , -î:4Iî:   for  tl,.- 

:riorio-.it.^     Tut,   >-.f oii-rs.:,   th. ..r.t'c •  v- ,ihi:.:,        .Vl.^ ct   ln  t(. 

puMic rector is fin^r. fi rili  aicn-i.  !-;•..   .ooirl v 

nient in the- yrf>.%*t.    If .--"'.iiti.ozi-jl  i.-xr-.tiu: U- u.-^.l  t-.i finr-ro -, 

proicet,   the rcu-i^l r-ro-^ity ir  „. v, ,;  ;if, ,. ,;t   ;wu^ ||in' 

••>« roquir«?/'..     ïhc-ï-   Lì:; ^ü.   ¿oeu ¡,;.t  ti ,:, of   -.W., ,-   „.. .. .„. it 

in Indi- 
.n- ; .-n: i txo« 

r  , . Mt:;.:.      -f   +•; 

; --1   intuiti : 

:•': : • • -. i-  •  * :•. 

•it- 

!;iut d-_-.rv>it -J.i ;:.!.-, t- 

n-ir:"'.::otcrn fü.'-.i .;í-. •'".. Viioi: i 

I ßliould dcuVt il" V-iv/' ;-.fiii<..( 

valu.-i of iuvosrfcncr.t W3.P   b-.: •^.-•i?-l.„     ¡v.-   -f[. ,.    i]     ,,    r,i,.|;,,.. 

projects or.u ia nyeoo.ir.vily -„'-r^    i.+.-. v--   ¡YV,.       ,.   .,;., 

of noOi-iBÌty,   Lw   Ì,,  ,,vJ..,   .<v„.  '    T.ni«  -.:,«. ;ti.^r  -:,';.oui   ./confié 

decisione thv.t i.r.¿ y.t to V.. 

'.'utr-v;3QUE t<-' r<: 
ill   in  r,ily    it   r,:-\V  L û% nvi:rJ J 

.ci os ._;•.;   b'.i   ori» 

i: tv>.!.. 

i"1   criiù ^  C\;?it,iJ-ouvj;:Ut   r 

thon,  tin. ir¡p-x; of GUC'.í r-^.-u ucn-iú::x--¡in. 

oocUl r.-to of ¿isc-3unt "f 1«   -,;.,r c./.t >0' m;^, (ly j;<.» M^J,,; ; ti 

isplausiMo liorkin;; fi,-ur---)f   the   soci ü vi:,,.- .f inv.:.::t...,.^t i.-. 

very Jar-;...     Thic  i;- not .-uivriai,,-.    ^v,.:. inluitv:i S'x*^.;t^ 

iy    For lo3ñ r.pv)r^;;i,,-t .  fcurïui'.c, 
Appendix A. 

%'    1-h.-it ig, ir. the f-c..  f-f ti.-,   C..W.J 
Rü dcw;t it ie nessi':.:».-, ir, •..¿•ir.(.:ii-,ï 
:.^.r/îin.-vl ¡¿ropón:-.!it?- to r--.v..\ 

-. '^/-U"".l     t":  -.-..  -vi ;.j'( .  .-nt, 
t:   '.xtin  Lì   U'- i.ïovt;i,ji:.,..nt» :: 
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thr-t if thy socirl ntt r.f ./.iaount (i) 1--.   ,^'VM-; t • &H -hurt of 

"tfto -aoolöl rrtw' of 'rctwrh. ta" ïrtv-:«^cii* (y -si),  ií íe dsmeú ta 

:•- í  ^«w*' 

«•* 5«! • -V 

M:':-:Uä?. 

,,fÄIl ii?^^ïlM^!;k#Îi^ïiïl#aiiAÉ^ A-HÍ'Wí- 

rt Efe: "^•^P^^^^^^^^P^^K^^i:^^^^î^fê^^^iî:;   ^^M^ÄSIi^^ii^ 

í'- -"'>' ' •'» w-; ^:. •••: ,1';- .>;•/ *;y •;... . 

•A^«í« 

ir 
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Per «ont i*to of ,^rt]l -of »^oy^t ^r TO¡, " |.. {,^ , , ..    . 

inA*«trtv# .in I974 
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í*: 

1&'  ¿topted from 'fafcW ?.u i-ñ' tesiau l^our St-ti;.ticp'f »? 

•   SEA öf^.^Äi3^^ .  ..-  mß*mmk mû tohaMiitatic«,- ö^««»wt •*£ fottio» p,/%. 
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