G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

1773

I Lirsted Mztions Industrial Development Organization

R N

Txpert Group Heeting on ‘lgen of
Eational Inves .:mnt Criteria for
Industrial Project 4nalyeio

dashington, D.C., 28=30 March 1573

iﬁi’r@ﬁﬁﬁi Aﬁg?&is&i f&f as.n EIWE‘EJEI éﬁﬁ’i i““z, ;9{‘%'

e Feréziaun Mol :twge i
= PE%{% ﬁ*‘g&ﬁigé ion of 11‘3?‘;

, e gxprasssd zn t?‘iﬁ ﬁs»u&ant :mg tma;; ﬂf‘ %hs;
ari ¥ roflect thy viewe of tho soerotapiat of ﬁi‘ff%
ﬁm?i’*éﬁw&:é m*h&az *“‘%m;z}. aditing,

ié {is::w}aaﬁ i‘%}g E&eﬁ

de 1 }r}&ﬁﬁ :
















cenonde Aprradcal CEoan Toven t Prosen:
in £
Devel: cplng intion

» www~m~o«‘ Nl e .

Introduction

Govarnnenta op rim&lfmim nz*&;r na ?;av'

}}elp in making economic appraisals of aéﬁ:z:giw ,
| mgizze&rs of §W@1aﬁw‘i'eﬁwtri% In nucet oa "s@%ﬁ:wf, tﬁﬁﬂﬁ
experts heve not properiy agi#uéi vd ﬂ;é;,z*‘ gzam;la’f and aeononic
évaia.atit tachniques to the 8p wz.ai econanic and sogial bh&?&bi?‘l’i
ties of developin- cﬂuﬁtrigi, * example, the trediticnal emc&fgf
af benefitecost at;szly é{;%i for ﬁwlmtmn af . i
txuilie projects sueh | urtai::wﬁ and vfa’tﬁr resources
dn the United s,i;at% i.@ &f‘ﬁ&ﬁ uy
in ée@si’epimg na‘é:it}m of Aam éfmee; ami Lamg‘s.; ri
within the a0t fou yvears ﬁmf thﬁ need fop new iec%m;tme ai‘
eenﬁneerm g=econcaic anelyoly within the context
rations, has been ealivel,  The UNIDG Guldelinge ¢

h‘i’f‘}.w},‘tlm’*, I helimff—‘- is 4 simificant

Of project reulation ang g Jpraise

: cgrrs.ea ouv so ﬁat agt m&i rﬁalﬁs; A
isties of de*veia;;i =




evtablished sxchanye rates, and sosrcity of investiert surital at
market interect rate. These are tarer into accownt in the appraisal

°f 2 project hy introducing concarty such ng sosiel rate of diseccunt,

the sceial opportunity cuat of capital and the rrices for

sroduetion facltors nnd o roducts.

In a‘é‘ﬁ:i&pin,«; naiions, the nost important nations? poal is the
achiovenent of » high rate of cconomie growih, The rate of capital
ace!mﬁla%im directly influences ihe rate of scononic growth.

fore, 2 tabe into account the i,mamic

Pri} Ject appraisal, they

as}p&c‘tw of voonenig ;*Pcwif‘: by refl ‘actln:f the i‘fl@u'ﬁ of o mz,:,,hc
investmant project upon the rate of Duture saving and investment

by private sectors of the o

T formulated n scononin

uﬁi\'e’rsva af Cﬂllfﬁlﬂlu, Ber

'ﬁtaf;,,cfziin{«:; a3 course on m{mémid
‘same time I was iﬁ?z‘fﬁ&éeﬁ to
on the cpportunity cost o

discount and ‘iﬁiﬁﬁif‘ﬁal vohus of :
formulated is, thep: v bhie on v in o Lhe %.'}ﬁl?fl?:}*




Appendix 2 shows {he

The sceia) rate of oig
the effecta 0F the epers ation of o
And Tinglisy

‘(‘I‘fl“"u eaclur Je are intso

COWy, the an
shadoy

&ceumulaticn, nr

duced +g
’Phe #orial rets o7
The g

a1 seount is

benafizg, estion i+ vhay 3k

rate of discount,

Dobk

cla'wly fer planni
tomospapt satia f‘e}
asBessnent of 4,
lat e ovyment

& pmo vice phicl
merely from 4

1;{“ ?‘)urp(‘&g:\‘,
cticn :

oy

ey of 1w

CoE

Sm prp&,e Aty th

T b}.lfs't&uu ok
'af eonswiption gn 41,
Do, Howevor, ;

. distance in tw

- future objiect

& present obiae:
im ile

,;fc:‘t mﬂx"

“Iii ff'z'a |

30‘2 k’"!'ﬁf

ﬂiﬂji B

Lo uD'dQI‘l*Q"} h‘-’%*&:‘f{ M

tong

: In fmﬁ? 1E thew

then theve arg 8904 reasons to get

"ero.  Purther, AL the yat

Tiie of the g**‘mrt‘a 0}

iue

- per c*e,gn,

&w?raes, 2%
,’Aoé’ﬁt? "01;
?ol L}Qf’

I

f‘at“ ”;z.aiau

ep’t fmafﬁ :

detaily forruls

ataten f’t—i}a‘t:'

L wid early
¥ indefeng 2ible and 12y
wginatien,

»rtﬁxz& Ay,

CeenGnic mrowt) arid

the Rs‘i&r af :z?vmff“'
1y ?;«* 333-5’11&

tion op thiz HICRE § o]

.

clal EROTtunity oo

watoof tapital,
“11!“1 3 21 * 1. § - e}
LI prejoet upen capitsa)
iegs of unskill

‘t }

ad labour and-

Arpreiscl of the project,

used to dige
culd Yo

unt tha future

the vilue

e

°f the social

We 92“? int

To discount
WU oonen {g

C‘!’}.

we teng to value a pn
205 than we value the Bame
Co is srsly fﬂléﬁ to the
tion i» m:utmcal A
anc simil:
8 lfiny%‘f’tczr"t A the fy
cion hﬂp ;

Hragnation wepe provailing,
rete

growth were . Iarwr Aban

the sooigl oF discownt equal 4o

Population

o tud,‘f.lﬂﬂ wmare

product, ine ame

‘i‘hf‘n o negn tl‘n‘ ascial I‘ﬂtﬁ Qf

v :m‘\m‘t ga$(5 .;fae&lwﬁ‘ Qf

o &;rﬁwfh wd Plaum: *ﬁ, I;%mnfhly :

' }ﬁgcsn,gfgi;s Journal,




equation by the Ouid-l dnes fay

[y Wi P .

i = (Llasticity o ne. -insl wtility) x (Rt o7

or, using the sybols 0 ard 3 £av the clusticity and the rate of
growth,
-

*
b had W8

The cluaticity of marginel atility 1s 220d to reficot noruative

Judgements with reopect 1o the orte ot yhieh they oo q% utdiity af‘

consumption declin: v as the level of aon: tion inereanes, Inny
apiﬁion, hewevor, “the valuo for I “houli be asot at sinus one, This
means the s Filgnificancce o 2 consumption should dmiiﬂé |
Ons per cent m’ch conh one pf‘}* cent mcr%w in v g zzms&mptie@n
Thiz would i menn thas o in no syeterntio praference for nregent over

gutum and 50¢1 e proferonce 16 4 e;*,,;—, r;.ea? %mtweea

'zn m%ere?«;’t cate f?jf » i » spplicd.  However, if rotes
oAy o and U oper cent had Loop o Cthe Following percentaces of
the initial gross investoent oy o Serps uould L have hnd nogative
present values 9, 64 ana Lhper cont, ol Zf In wy egiﬁi{m,
to base the duterni stion of th eity of 'ﬁn& utility on

- the value judgencnt of th tor i@ to et an arbitrery value
' s t the internatiﬁn&l




TOIUpoang «

¥:







o
’ZaiJ,‘;' Tl
) Sy +
v\." i k
ahiriog]
R i
¥

tie
3 onro
0 Fho A

T =
mﬁ%~

’gfx &
LCONQiris #
& Foenad

’I‘fflﬁ, ’“f} Epe e

E A 4“‘ €y

, fﬁl"‘.h?» .1
: s L

1 wntey

e
Trphwirs Syt
R

T E

L;'s»p“ by
” R t LY T <
5 ‘i';.'ﬁ I:‘ ;i ‘
SERT A +1




o

BTN $
RS > i i

#
1S A PR bl ' k
‘ Lo s N Fure +
N T v fats
: i
3 ! !
i ¢ v
- v ' ! !
B §
5 i '
S - i - i g
: 4 1
i i N . 2 yen t TR
Lo FRRIEES S
& = i ¥ A
B i [EI TR :
| | H . 11
[518%1 51 o720 ST
A8 031 710 Sl t4
% i o ! F L
e § i « N ESR “ i ;
: Y, RV

i e g i
CHINIL T Pt e paeon




it At ti"f&";’—',

el ,f,iv;;

£
A STES L5RF o, Sy

Terits

BRCE ppo oo

JED AT Pl FE=T B R
Letbal gy

o
Ve
,' "
b

4
1.
<
EBE
g

f







APPIITIY

GO EY A e
£ Vodifion Urite
5 3 T A - - A o . Wit e, o <o

In a traditionyy n

is wsually weq tlen




Neoomas

i
7o € (3)
o o

e g [P T S T R TS M LT Y. S Foyriny deer
wher » is mae Al rate o Huanunt nd % Lol aGeln ipf":‘f’ulf '
cost of eapital por deling of

nximizst




oot
-
H

yield from investe ;4 in seoter 1odn ip

throw-off -4 mhnunl vt s . mOr opopt g

h Ai £
the seocia] vl of ine 00T additicesg ine

at roriod + oa: sculs of dov sloprant -

v ty ::/:(1 = “\‘ .

1

whare r {3 the socinl rote op discownt a

thet 21l threveorr fwcn investoons ia

Thv i?gé term or +is
‘ itional censumption to
"1 :s‘&& the ezf*f-,
) 1] cger‘tlsﬁ a; %a
Vkﬁﬁrﬁﬂﬁiv@ﬁ by ﬁ*@wﬁ%@ﬁﬂ5

In riost econorie Mugﬁw .erivz’z** peziw zmei t)

fore revenue

recoived from the Speration of 4 publie Broject is net g

in the economic oval uation of pro
the productivity of capital i, ?EFiiuﬁyaﬁCﬁ
~discount, and tpe seeinld ‘
g government sector wops
th&% th@sa rﬁtes Affer.




> Pl ()

1 R gt o £ VA lkode
A el e oy RSP 55 4 S O F R Y T R

EREE ot e A

RIRCTL




-

v

1
¥
Wi

e




* * P N .k T o Re © ks I e
etdon oy v to purchaso

Lo ootinate Wb
to portion of 1

Fa P

e

i




I? 5

f | 7 e PR REEE IS g S s
SEEbIEehog o

ERRRS L 34 P%

Momlenae oL
E




B RV ahg o
A e . #




o the DroGueT

[& 28]

O o '{31\”;?;}{_;{1,

b

iy

.
R
EORNS

WM oEn

i

-, St

1
s

s

nronortis

“iiioie

¥

,

5
H b
B

-

Wi S Y
PRSI ) ¢




-
S,
iy
At
-
el
-
i
5. L
[
Lo i 1
-
- - ke
y - o
N &
3 + P
-5 e el 8
ped B NI PN
- ' e
L [t
% g
tied
v Fena «
} o4
- v s
L e d . . o
. + o
i o K . {
‘o -4 i
s . i ; e
- ) :
- wrd
; - { o 1
+ o b :
e i 4
<
. S
1 -
s 0 .
. )
i o
. W ' o
K il i
- | 5
= ! o e
o ae . 75 i
I L ’
] o
T
- .m‘ Py
: -
" -
Py o

i
fad
o
.

*

he

s QR
P
+ T )
o .
o & fas
o : =
-1 o - bl
. i ey -
o - § 5
“ -




: i
to capits]
CROAE governmont s

fon

ts KOs, ingor

If the

donoted by




™

¢, '
: “ (11)
S Lol Lo .
N SLO g

qoE ’f‘}vl‘? ¥ i < produe SR




e IS RT: s H
=S PLeolved {p RN L ceryga te tY,
Bomlo g velue oo, TUPH: #hod R - ;
RS A Vel g Li]iv ifa,‘." ¥ LA { i F ot g H
B 4 L crealaty . I N
2 e, o ~ 9 e M
Invaostm g e o % SASR i N ‘
3¢ et Sipe CH 1o ¢ FrCauot vt CEPLTOL sk gy
el T SIP R A S EY e v g e P X /. 2 5 .
Sumg) 1 rete { :gt:f{-‘/,&y:, Pl L i ta b . o i .
e vl Y . S w2t ARSI SR P oD | L S TARTE o
.. | - . * YL - i o :
of i 'Cb 13 o V,i"‘ {‘,,‘;» T o S ‘1‘ SN R + £ %
- i 5 SRS ¥ ) R . e b i1
P L 5
3 I S 1, iy g o P
Lismgpy o uniri L RV aont W mng Porrtes o 2o
SeUnGmin Thlrn, i

theyaye oy Vet .

punlic

SR AT




%
5,

-t
£
.




1

i

i)
F

,i ..}yv

rtunt

3%

.
Y
!
L
y
3
i







