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Reference: CID/IPR/A.1
Title: PROJECT EVALUATION - DATA .AND OTHER INFORMATION RF.:_:UD’..ED d i
Authort K.C. MITTRA THE PURPUSE

The post World 'ar.II ers has witnessad a keen desire for economie
development among developing countries. Inndequacy of domestic savings,
ahdrtlge.of foreign exchange, technical and managerial skills and rgw
matarials ars serious obstacles i1 their way. It is essential that the
scarce resources are put to the most productive uses possible. Appraisal
of projects by development banks, set up to assist in this task, anables
the idetification and evaluation o investment opportunities and
selection of projects, which ap:rt ‘rom being sttractive to the entre-
preneurs, are slso benaficinl to the economy &5 a whole. This involved
a systematic scrutiny from the individuel and national sngles, of date
presented in the feasibility report so that improvements, where necsssary,
are made and unsound projects mdgd out .

A healthy sceptical approach is necessary in appraisin: the
technical, cconomic, managerial and financial nspects. The project
should he soundly conceived in its technicel and engineering details
with due attention to the sise of the nlint, the process anc coniultaiey
and supervisory services. InvesPigation of the market for tha product
would indicate the competitive strength end economic viability of the
projact. However, no projact can succeed without good management.
Deficiency in management can be overcom by propar arrengements for the
training of nersonnel and the association, imitially, of experienced
foreign organizations or specialists., Financial appraisal would raveal
whether the method of financing the nroject is appropriste and earnings
suf ficient .to givé an adequate return after servioing debts. Finally,
the project should be capable of mahinz = signifieant contribution to
the national economy.

This paper considers in detail the nature and content of feasibllity
reports on a project, the data and information required for its proper
avaluntion and their limitations ~nd shorteominzs in relation to the
conditions wrevailing in developing countriss, ad is largely based on the
experience .in project appraisal in India,
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Reference: CID/IPE/A.2

Title: THE IMPLRENTATION OF INDUSTRIAL DEVELOPMENT PIOGRAMMES
USING CRITIC.". PATI! .JSTWORK THEORY,

Author: P,C. PERNANDO

The ocomplexity of industrial development planning and programiing
processes is contrasted 1ith the even greater complexity of integrated,
dynamic implementation of such plans, and a serious "implementstion zap"
between planners and implementors, is exposed.

The paper purposes to point toward nocsibilities for bridging the
"implement ation gap" using Critical Path Network Theory, snd motivate its
application as a pilet project in some developing country,

A hypothetical regional development nroblem and a programme for
industrialisation are postulated. The recuirements of implementing a-
smigar industry project wit hin the prosramme are outlined, Basic concepts
portaining to aggregate activities, ovents, arrow-diagram networks and
dumnies are presented, and ten basic steps for applying eritical path
network thoory to the implementation of the Sugar Industry Project are
illustrated, explained -nd discuzsed in deteil. The desir:bility of
involving the next lower level of supervision in the network-planning
process is discussed. An evaluation of the applicability of networks in
dynamic implementation processes follows, The possible use of computer
nrogrammes to expedite the analysis of large networks is pointed out, but
only after network analysis is thoroughiy masterad by maual means,
eventuolly effacting s possible major breakthrough in implement tion systems
and procrases, |

The accentability at the top lsvel of »lanners md inmplementors is
amphasised as absolutely assential. The publication of a Handbook on the
Use of Networks in Imnlementatioh, based preferably on actual experience on
a pilot project is presented as the best means for educating at all levels.

Somn vossibility for treating tie varinus interdenendent projacts
in any programme as a network of interlocking investments, cach with its own
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possibly - uncertadn and variabls gestation period, is pointed out as a
possible fruitful svenue for further research with aggregate simulation
models, nccomprnied by model-experimentation with altemative policies
and presource=nllocation strategies for svolving and n:t.t.im up sound

dynamic implementation systems and processes. An appendix illustrating
an Integrated Implemsntation Network concludes the paper.




Reference: CID/IPE/A.3

Title: PROJECT EVALUATION AND THZ CONSISTENCY OF THE PLAN
Author! G. CUXOR *

A project generally deals with one single comodity, a group of
commodities or services, produced by one given plant; it emphasizes the
efficiency of tha single nroject without the anpraisal of its relations to
the rest of the aconomy. The development plen is centernd on the aconomy ~s
a whole, or some majar nart of the economr (e.g. some industrial sector or
region), with emphasis on the interconnactions of the economy, that i+ on
the consistency of the plan, '

From the social point of view, officiency means the optimal allocation
of resources, optimality being understood within the limits of availabls
resources and glven demand for gc-ds and mervices and subject to the
accented efficiency oriteria. This optimal allocation cannot be achieved
exclusively on the basis o~ the evaluation of single projects in an isolated
way, but only taking into account their complex interrelationship to the
rest of the economy. Thia interrelationship is reflected in and can be
investjgated with the holp of the devolopment nlans, plan consistency being
a necessary, although not sufficient precondition to efficiency. On the
other hand, a consistent plan is not necessarily afficientd; efficiency can be
Ascertnined by theevaluation of different nrojects, in order to make the right
selection.

From the point of view of the single nrojects the main problam is to
evaluate projects taking into account the effects on the remainder of the
economy; direct effects - relatively easy to evaluate - and indirect
\baclcward and forward) linkage effacts. These ~re created often throuch
saveral links, in sectoro of the economy not directly affected by the orojects.

Three types of resources - labour force, capitrl and foreign connection
with the linknge effects,

Out of aseveral methods to denl with the interrelatiocnehip of efficiency
and consistency, one - outside the framework of planning - is based on o
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special set of arices, using the concept of opnortunity costs, These prices
are different from the official or market prices, and should express the
true or social costs of resourcesn, much as would prevail in the theorctical
model of A market economy with perfect competition, after the investment
programmes had been put into effect. On a mors prastical leovel, this
method consists in corrocting the offlcial pricos of labour (wages = zenerally
downwards), of capital (interest ratec -.generally upwards) and the foreign
exchange rates.

Linkage effects of projects c/m be taken into account in the multi-
stage procnss of planning with balanccs. This, however; is a very time-
consuming process snd hardly feasible for numerous singd projects, especinlly
if 2 higher degree of precision is required. One method desed on the inverse-
matrix - utilising a sat of pre-determined coefficients - backward linkage
affects can bo computed easily, nlthough with a limited precision.

M:thematical prograuming can give results for the development pl-ons

of single economic brenches, the results being - within the limits of the
system - at the same time efficient (through optimisation of the objective
function, which is the efficiency criterion hero) and consistent satisfying
specinl brlance, There is already considerable experisnce in warking out such

sectoral programmes, which, however, do not take into account linkage
affects outside the system. Theoretical proposals mve been made and
eﬁporhutal computations are going to integrate sectoral programmes into an
overall consistency at the srme time for the economy as a whole,
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Reference: CID/IPE/A.4

Titlot ORGANIZING PROTESSION.L CADRES TOR INDUSTRILL PROJECT
EVALU.TION, SELECTION .ND FOLLOW-UP

author: J.D. Nyhart

Good projact appraisnl does not stop with the acquisition of
sound techniques of avalurtion. The problem necessarily includes making
the best possible use of » professional cadre composed of men and women \
with greatly diverse ekills »nd outlooks - economists, accountants,
engineers, and lawyers. . discussion of industrial projects is incomplote
without » consideration of the ways by which these professionals shill
proceed onoe they have acquired the vasic skills of thoir profession 1s
applied to development.

/Jnong the critical issues nre those subrumed uner the following
questions: 1. Does the professionnl cadre of the development finnnce
institution have clear responsibility for project development, evaluation,
amd follow=up? Z, Is a brliner kept bLetween cost consciousness and i
development determination? 3, Do the nrofessional staff members work l
as A team in making an evhluation? 4, ‘re thc mcthods for acquisition of
data used by the professionnl cadre at each phise sufficient, but mot emxcessive,
to their purpose? 5. Cun the selection process be improved by strengthening
its collective nature? 6. Should the selection process be moving toward
single officer responsibility? 7., Iv the ovaluating staff directly involved
in the selection stage? 8. Is the importance of follow=up recognized in the
institution's procedures, organisation, and allocation of professionsl
personnel? 9. .re different profession:ls assigned to follow-up a projmct? -
10. Does the organisational structure capitnlise on the flexibility of
team arrangrments? 11. Should a separate department for follow-up be created?
12, Arc those who co-ordinate evuluational efforts not responsible for
advancing the negotiations on projects?

Eight phases are identified a3 pawrt of the identification and
evalurtion, selection, administration, and follow-up stages of a project.
These phases orovide A frrmework for examining the above issues.
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Reforence: CID/IPE/A.7
Title: STRATEGY OF INDUSTRIAL DEVELOPMENT - STUDY FROGRAM FOR THE
EBC ASSOCIATED CCUNTRIES
Mtthor: . ANDRE HUYBRECHTS

It becomes clearor every day that the industrialization of the Third
World is a must for all those who wish to promcte the growth and ensure a self-

oontained and well balanced economic and social development of the davel optng '
countries,

The BEuropean Economic Commmnity is aware of this need with respect to
the 18 african and Malagasy countries affiliated with it. The Second Associaticn
Agreemnt provides for economic diversification and industrialization of the
associated States, Pinancial help from the EEC (Buropean Development Fund) will
thus progressively have tc go to the finaneing of industrial projects. An ovor.-
all survey programme regarding the industrialization potentialities of the zsso-
ciated Stutes is being carried out now, It will extend over a whole year and will
be implemented by three teams made up of oxperts trained in different disciplines
(econonists, agronomers, industrial experts). These teams are to specialize by
georraphical areas, but thew will follow one and the same method, and their
efforts will constantly he coordinated,

e ey s,

The arbitrarily sclected working hypothesis is that of industrialisation
based on import substitution and bearing on consumer (hard anc soft) and capital
goods, aince industrialization of this kind seems to be such as to guarantee the
most worthwhile developments and the sharpest growth rate increases. Other indus-
trialization areas are to be approached next » since it goes without saying that

Mimport substitution" was chosen as startin; point for purely inethodologlieal

reascns, as inspired by the nced to limit the field if a modicur of aoffectivoness
1. to be achieved, and that it implies nc restrictive Judgment on the industrial
alpirat.iona of Africa,

An important foature of this study prozramme is its sharply miltination:i ~r
reglional approach, since its promoters understood that it was required to rule out
the overlapping inherert in unduly narrow national fremes of reference, and to gen~
erate the market and localigation conditions that must be provided for industrield-
sation, by going beyond national borders,
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Raferoncot CID/IPE/...8
Title: s NEW "PPRO..CH TO TR.ININC :..N'.GTS FOR INDUSTRI.L DEVELOPMENT
.uthor: “RTHUR D, LITTLE, INC.

Management training for government Administrators is n vital clement
of successful industrirl development -~ an clement that in tho past has
received too little attention, Industrinl development itself has only
reccntly been rocognigeld ns ~ dietinet process within the overall phenomenon
of oconomic growth with unique requirements for planning, administration
and implementation. 1ith this rccognition has ovolved nwarcness of the
noed for special training for govemment Administrators responsible fo:l
managing the industrinl developmomt process.,

Tho management of industrinl development demands of tho government
administrator an unusually wide rangs of knowledge, skills and techniques.
The industrinl development manager must have the basic disciplinos and
techniquos of industrinl manngement and business administration. it tho
smc timo his function is broader than the businessman's, Therefore, his
training must also reflect his widor public responsibility for the national
interest, including a concoern for brlance betweon private and public
industrinliention, foreign and domestic investment, and for managing the
industri~lisntion program within the fromowork of the nation's ovorall
sconomic devolopment plan.

This prper describes 'n cxperiment 1 trnining program at .rthur D.
Little, Inc., in Crmbridge, Massacrmusctts, US., dosigned to meot the
spceial necds of govemment ndministrators rcsponsiblo for industrial
developmont., ‘imed at providing - rigorous anc intcnsely practical blond
of professional, neademic 7nd on-the-job training thot is closely relatcd
to tho responsibilitices that participants will ~sswme on thoir return to
duty, it bogins with n thorough review of mrnrgement fundamentals rnd goes
on to include advanced courses in the industrinl mmnagemont disciplines of
mrketing, finance, production, administrative practices, corporate plrnning
and business-govemment relations. Thesc courscs arc based on case mothod
trrining md stress analytical techniqucs, problem-solving nnd decision-
mking cxperience, '
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The mrjor amphasis is on practical training in industrial dovelopmnnt
management taught by means of industrial devclopment simulation cases -
a now training technique developed for this program - based on actunl
axpericnco in developing countries. In nach cnse, participants encounter
the samc obstacles, doal with the same problems, wnd Are required to
mnke decisions nnd receommendations in much thc swne mrnner as originally
experienced by the fiold staff. .In nddition, this progrrm provided on-the-
job trnining experience with mombers of the trrining organisation's
own industrinl developmont stnff. Courses in economic developmont And
intomational trade nnd investment, give participants a bronder porspoctive
of the industrinl development process and the international framework
for dovelopment, Participsnts are ~.so exposcd to woll-mmnaged industrial
plants, financial institutions and public ~gencias inwolved in industrinl
mnngament through mcetings, presentntions and seminars at these
organisations.

The conceptual framework of the cxperimental program, together
with its scope, course content and specinl trrining tochniques, is described

in detail in this symposium paper. In addition, the paper evaluates
the rosults of the program and its implications for further development
of this new mnd emerging field of management training.




¢
|
B

-10 -
Reference: CID/IPR/A.9
Title: ESSENTIAL ELEMENTS IN THE PREPARATION OF INDUSTHTAL PPOJTCTS
Author:  ARTHWR D, LITILE, INC.

The etarting peint of this mper is the prior selectior of en indus-
trial project for prelimimary exar.ination; it procesds to a broec ciscuzsion
of the elements that mwt be mneilered and the steps taken to permit tle
project to be systematically develcned to a point o final decisbn and, if
the project selection criteria are ritisfied, to cnstruction ond operaticn.
The meny psople and numerous institutions that have a wide variety of rcies
to play in the unfolding o well-pla:ned industrial ventures are described,
The importance of relevant indietrial experisnce and the aveilabilitv of
many different skills is stressed.

Topice nsidered include the mreparation of technical and economic
feaeibility studiee and econamic projections for evalustion by finencing
inetitutions and arganisatims charged with respore ibility r directing or
Planning national economic developmnt. Pinally, attention is given to
the mreparation of engineering project reports amd the supervision of
contruction and initial operetion,

No attempt is made to catalog all the essential elememts in the develop-
ment of a eucosssful industrial project ar to examine any of them in detail,
but the paper does seek to cast the procese into perspective and to demon-
strate the essemtial unity of the diverse sctivitiee involved. Although
prepared in the light of exprrience 2oquired in competitive eoconomic systens,
the pqor conomtirates on the fundamsntal procese o industrial project
development thet transoende considerstions of economic scial organisation.

S
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Reforenco: CID/IPE/..10
Title: ST.ND'RD DESIGNINZ IM INTUSTRI L OONSTRUCTION I Ci3.
(EMBER-COUNTRIES .ND ITS LV.LU TION
uthor: SECRET'RI'.T OF THE COUNCIL FOR !MUTU.L RCONOMIC 'SSIST .NCE

Introduction of economically effective methods of industri-lisation
of construction, i, e. turning construction into A flow process of
assembling and erecting buildings from large prefrbricated parts and elements
with a hillh degrac. of prefabrication, assures rapid growth of the volume
of capital construction in the CME. member-countries,

The economic effectiveness of industrialization of construction |
largely depends on typification of units, standardisation in particular, of
building designs and technological equipment.

Standard designing of buildings and structures on the basis of the
Single Modular System operating in all CME.. member-countries and the unified
volumetrical-planning paramaters of designs, make it possible to introduce
large-scale and serial production of parts and structures as well as modern
methods of building and ereoting.

"8 a result, standard building and atmdm:d designing are successfully
gaining ground in all CME. member-¢ountries, largely promoted by various
forms of cooperation of these countries within the framework of the CM%'
Standing Building Commission. Mututal work of CME'. member-countries in this
field includes exchange of cxperience and designs, creation of the unified
standards common for all countries and even specialisation and division of
labour in working out standard designs for industrial building.

In 1963, the use of standard designs in certain countries made up
from 11 to 45 per cent of the overall volume of industrial construotion.
In housing, for instance, in Mungary it reached 64 per cent, in Csechoslovakia
75 per cent, in the German Demooratic Republic 82 per cent and in the USSR
95 per cent. It improved preparation of the building process and raised
the effectiveness of capital construction.
“_ -

L. -
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! ' Coordinated rasearch and designing work on standardization
¢ of designs and units used in different branches of industry mnd within

each specific branch, in applicntion of mathemstical methods and computers,
in designing on the basis of catalogues, etc. is underway at present in
all CME'. member-countries.

Increasing cooperation of CMZ'. member-countries in the lt.andardisatior\x
of designing in industrinl building provides for mutunl use of technical
And economic achievements of all countries, raising the general level of
industrialisation of building and the economic effectiveness of capital
investments in industrial building.
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Reference: CID/IPE/A.11
Titles PROJECT EVALU.TION .iD INDUSTRIAL DEVELOPMENT PROGRAMMING
Authors NUNO FIDELINO DE FYGUEIREDO ' '

The present brief report deals with the rclations between the evaluation
and selection of projects and the formulation and application of an industrial
development strategy. Since this is a highly controversial subject or which in-
sufficient empirical knowledge exdsts as yet, especially in the developing coun-
tries, the imtention here is rerely to put forward quostions for discussion at
the technical level, not to ustablish evaluation and formulation proceduras on a
more permanent basis, '

Two other limitations of the analyeis viiich follows must be ment ioned .t
the outset, In the first place, atiumtion has invariably been focused oxclusiv.':-
on “he situa.ion of the umdcer—developed countrics, Most of the coments made
would be inapplicable to industrialised countries, 8econdly, the specifie exper—
ienccs on which many uf these conments are based all relate to Latin limorilca.
iJow far the inferences drawn would be valid for the developing countries as -~
whole is a question that mi-ht be considered in the course of tie discussions at
the Symposium,

In the first place, mention is mnde of the various levels at which indue-
tria) dovclopment programming takos plice in Latin America and the nature of the
industrial strategy correspcnding to each, with speeial refersnce to the trend
towards the adoption of a middle way, rcpresentod by the formulation of sectoral
industrial development programmes within a morc or less explicitly dofirced framc-
work of overall developmcnt programming (sce scetion 2).

Three problems or groups of problems are mext analysed in turmn, in the
context of the application of critoria {or the evaluation and solection of pro-
Jects, as they relate to industrial programming in under—-developed countrics or
areas

a) The role of profitability criteria in the astablishwunt of the sectoral
targste in which a given industrial striotegy is reflected (see section 3);

\

b) The difficulty of influencing irivnte-sector’ investment decisions in thc
light of social profitability critoria (see section 4);

S




o) The less reliablc character of profitability tests in developing countries,
and the difficulties resulting tharefron in connoxion with the channcling of in-
dustrial development (see section 5), . '

attenmtion 18 drawn to the adventa s, as regards tie solution of the foree-
goingz problems, that might attach to svstam tic application of zectoral prosram-—
ming with a substantial tecchnological content and based on an intesrated approuch,
the mturo of which is expounded (sce scetion 6); and procedurcs for the applicr-
tion of such programmes 3.1"3 then aalyscd in soms detail, emphasis being laid on
the problem of projecting Tuture ¢fficienc:- lovels, which is of basic inportance
in any project for the wodernization of existing industry and is implicit in
prejects for tho e'at,nblishm:nt of new activitics in a glven industrial environ-
ment (see section 7), To illustrate the applicatior of such programmes, allusion
is mide to a specific examplc relating to the rotal-transforming industry in
Uruguay (sce section 8),

Lastly, after pointing out thot tho usefulness of roject ovalution and
solect’on must also be envisazod from othcr angles, unconnected with inveaturnt
decisions in the frame work of an industrial strategy (see scction 9), the revot
presents a few comsiderations on tic much-discussed problem of th«: shortas. of
projects, for which it suzgests an inter;retation dﬂ‘foring fro- that in common
ourrcney (suve section 10).
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) ; Reference: CID/IPE/...12 _ —
Title: REQUIREMENTS FOR D..T.. 'ND OTHER INFORM'.TION FOR EV..LU .TION
OF INDUSTRI..L PROJECTS
Jut hor: ZDENKO BL..ZEJ and VIKTOR LORENZ

When evaluating industrial projects our essential aim is to estimate
the economies of social labour brought about by the new investment.

To apply this general principle to concrete methods of evaluation
we noed espacially in the field of sconomic evaluation a wide usage of the
value indices. Their reliability for the purposes of evaluation and mtual
comparison of various industrial “rojects depends on the function of the price.

’ There is at present no classical functioning of the price in the

“ meaning that price would be elastic {n following the movement of the value;
from such a tendency the price is deflscted either by means of economic and
political intentions petrified in the Plan of socialist countries or by means

p * . of monopolistic and oligopolistic interests in'ths capitalism of today. It
‘ is therefore necessary to respect sich restrictions wnd make the proper
' selection of suitably constructed indices when svaluating a project technically - i
and economically; it may be further necessary to apply coefficients of correction
J and to define accurately the scope of their usage.

The distorting influence of prices is least shown if we compare and
evaluate alternatives of the same investment task. In similar cases, however,
problems of prices must nlso be solved if the time factor enters alternatives

using construction in stages with time lag as against alternatives without
a lag of time,

The price problem is clear to appear vhean methods are used for

evaluition of a project - especially a long lived project - by means of
discounting the future development.

Some methods use formulas of compound interest » othersuse simple
or mixed interest formulas. To do jistice to the true davelopment, an
analysis of a possible technical progress is necessary first of all; such
an analysis should be basod on the level of the most progressive pISjects and
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on rssearch, on the time necessary for roalisation of new equipment at
& scalc necessary to satisfy the decisive demand as well as on the movement
of pricss which is likely.

Methods of a direct comparison and evaluation of projects must be
supplemsnted by other methods enabling us to indude into the comparison
basis non-economic effects such as have no direct or only an indirect
influence on production or on the service of investment proper.

Of a particular importance for evaluation of projects is the
relation to foreign trads where the price problems are sven more
complicated dus to the problems of the rate of exchangs,

Effectiveness of a project must be calculated for the duration
of economic life of the investmant, this being dependent on the expected
trends and on the speed of technical progress.

To evaluate the technical and economic standard of a project, valus-
indices of both the synthetic and the comput ation type have to be used;
however, the other aide, i.0. the non-economic effects of the investment
mst not be forgotten either. In a number of cases such effects may have
a deciding influence. Dloreover, an estimate of development of the
technical progress must not be left out of consideration, this being of vital
importance for computing the time factor and the price development.
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Tit le: UNCERT.INTY IN INDUSTRIAL PROJECT EVALUATION “ITH
SPECIAL REFTRENCE TO EXPORT INDUSTRIES ‘

Author! M.V, PEJOVIC

———

Project ev:luation must be based on a dependable docunentation and
on relirble proofs in rcspect of all basic clemsnts.

Exporimmce has shown that there re often cases when considerablo
differences arise betweon the planned and the actual effects in the
eonstruction of an incustrial nroject. Shortfalls have cspecially
unfavourable effects on export-orionted industries,

Errors of any kind of calculations are possible and often a rogular
phenomenon. These are made in estimates of csoital costs (both for fixed
assots and working capital), production costs, und of sclling prices.
Misealculations as regards these elements (sometimes even of minor importancae)
have a considernble influance on the level of the planned effacte, so that
the very rationality of the already constructed now industry may be jeopardisged,
This is a mutter of vital importance for doveloping countries with scarce capital,
particularly when considering pro jects of export—oriented industries.

Besides reliable and accurate crlculation there are other factors
which influence projcect evaluation, Economic policy measures influence to a
considerable extent thc expected economic results of the project.

It is very important to secure the required personnel to work in the
factory and to manago it. This point should in no case be overlooked in the
svalurtion of the nroject. Unskilled personnel cruses losses during the
period of trial production of the new industry. .

The analysis of the domestic and foreign markets is 1 complex job;
most fraquently it is a matter of reliance on past experienca and forecasting.

The most optimal degree of processing is dictabed by economic
considerstions, but actual limite are set by financial possibilities,
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' In the case of export-oriented industries, it is necessary to study
feilures due to an erronecus ovaluation of factors justifying export
orientation and of failures resulting from a faulty esvaluation of pre-
conditions for development. Pailres of this kind create difficulties for the
axport-oriented industry, sometimes placing it in an absolutely hopeless
position, .
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Title: SKILL RECUIREMENTS IN MANUFACTURING INDUSTRIZS
Aut hor: N. ZYMELMAN

A8 a result of limited tests, we assest that . roasonable hypothesis
is that there is a relatively high correlation between a specific type of
nroduction method (and therefore technology) of n industry and the
occupational structure of that industry. Thus, the productivity of an
industry is linked to a spocific occupational distribution. To tost this '
hypothesis, state data of the United States were used,

The extension of this relationship to intemational data is not
automatic, There are many difficulties concerning the comp-arison of
occupational classifications among diff-rent nations. Thero are numerous
difficulties in comparing productivitins among nations. Despite these
difficulties dat: are nresented for » number of mtions to illustrate the
existence of » distinot reolationship between productivity and occupational
structure,

This relationship mikes it possible to use the techniques of input-
output in planning mnpower requiremsnts. The use of this tool in manpower
planning may help quantify progr ummes that previously werc oconsidered on
goneralities only. .\n additional aspeet of input is the skills of the
nation's labor force. lhile not denigrating the role of formal education,
it 4is notod that workers ncquire skills not only by education but by a
combinntion of education, training and experience. It is not the educational
level but. the skills of » nation's workforce that seems most important.

It 1s our conclusion that tables of industrial occupntional structures,
and their corrasponding productivities will provide manpower plannors and
general planners with the ideal tool for testing the practicability of »
developm'nt plan. These dato will nlso aid in improving manpower forecasts
end may pormit the verification of nroductivity statistics,




Reference: CID/IPE/B.S

Title: REQUIREMENTS OF SKILLED PER3ONNEL FOR INDUSMAL PROJECTS
AND THEIR APPRAISAL, 3

Author: S, COHEN

My of the developing nations have suffcred 2 rise in open unemployment
despite a record of significant economic growth, This fact alone would seem
to be an ample argument for more cooperation between government agencies
concerned with employment problems and the project authorities who actually
employ labour. The nsed to develop such cooperation is an important back-
ground consideration in an analysis of the industrial project's manpower
requiremsnts, .

In determining the nmounts and types of skills that will be needed,
project suthorities can refer to international or intra-national experience
in comparable industries. Comparisons of this type can gzive direction but they
cannot be completely determinative, In the last analysis, each project must
Justify its own staffing pattern which is likely to be unique in some
respect because of factors peculiar to the project. Various methods can be
used to forecast project skill requiremcnts at future points of time but none
is reliable to the extent that it can be regnrded 2s an infallible policy guide.

Industrial projects may be able to deal with immediante skill shortages
to some extent through the recruitment of persons whose skills are being
underutilised or unuted in their prasent employments and through tho recruitmesnt
of foreign specialists. Over time, 2 substantinl amount of skill capacitation
will have to occur if industrinlisation is to progress. The shortage of manage-
mnt’ talent, particularly of the type neoded to organise and administer large
industrial units, may prove to be a serious bottleneck since there is no
simple or obvious msthod of relieving the existing supply scarcity,

Appraisal, by finrneing or planning agenciss, of the skill staffing

" pattems proposed by industrial projects would have the immediate Lenefit of

foreing projects to prepare their manning plans more systematioally, An




appraising unit might also serve as the much needed link between industrinl
projects and masro-econemic planning. An appraisal should be concerned with
the technical aceuracy of the vroject's estimte of necessary skill stocks
and with the relationship between the cstimmte and varieus factors axtesmal
to the nrojest.
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Title: MANAGERI AL REQUIKEMENTS ..ND THEIR ~PPRISAL IN INDUSTRILL:
PROJECT RVA'LW.TION.
Author: W.H, NEWKN |

No matter how sound a project may appear, unlese good managers Are
available to run it, the project ie doomed to failure. Four basic stepe
ar» involved in aporaising the adequacy of managerial talent. for a new
poject,

Every evaluation of mnagement sugt rest on a clear uderstanding
of what exncutives of the specific onterprise are expected to do., Therefore,
an imaginative analysis of their various tasks -- teshnologioal decisions,
maintaining sound external relationships, internal administration, and
integrated nction - is a necessary firet step.

Then a tentative organisation that combines these tasks into
mnagerial positions oan be prepared, Recognition of feasidle compensation
levels, of possible part-time positions, and of the need for suoenssive
refinements helps to make these plans realistic otnt'.-u.o of needs.

Lppraisal of potential executives involves translating jodb
descript ione into usablo man-specifications, gathering data about individ-
uwals md deciding how they measure up to thase specifications, estimating
the likelihood of attracting men who ars qualified to take positions in
the new enterprise, and sumnarising gaps between needs and avallable persomnel.

Finally, pouibuitiof of £filling gape in ampower by exsgutive
development , use of foreign donsult ante as trainw-mo\gtinl, or use of
nitionals on A part-time basie shduld be carefully examined. '

Throughout all this procese the cultural background of the evaluater
== his functional orientation, his institutional background, and his
national values and traditions == will significantly influence his
oonclusions. Consequently, a cosmopolitan view is needed to assure that
qualified oxecutives will be available.
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Title: INDUSTRI..L PROJECT EV.ALU..TION
uthor: M. OHING .

practices in the evaluation of industrial Projects which have been found
essemtial from the standpoint of the engineer or technical expert,
In considering the role of the enginaer as compared to that of the

Xpert, it should be recognised that the
cofplexities of the Averags industrial pro ject Wtomtically bring about
an integration of responsibilities and mnctionq in the avaluation process,
The close cooperation wd contributions of all three are required to
produce 1 oomplote evaluation, |

therefors,

ADPTrOval process.
eering oontained in such studics must be adecquate to

show that the project is tachnically feasible and to form the basis from which
A reasonmadly firm cstimate of cost onn be mado, *hen ocombined with the
results of eoconomie, financial snd othar studies, it should constitute s
clerrout exposition of the reason why, insofr ne technical Soundnces,
economic benefits and costs Are concerned, the project is feasible,

The engincering aspoots of the evrlurtion procces, 1nc1u&1n¢
edsent ial financin) ASpocts, ar: treated under the following headings:

-Nature, sise mng location of the pro jeot
o the project
Betimnted capitnl cost
Working oApital requiremsnts
Production costs - ineluding distributing mnd selling
;.Mitabuity
sign and egineoring
Utilities requirements
Raw matorinls
Ingineering nnd constrotion plans
Organisation and mn/gement of operations
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Prohlans Precusntly Encoustored 4n the Evalvakion Process discusses

the need for thorough study by prospective borrowers to dovelop good projects
for ultimnte finmcing. Presents three hypothetical cased wherein a lending
agmcy is approached for development loans by government ngencies or private
firms which have varying cnpabilities in the preparation of loan
applications and sunporting feasibility studies.

Ganaral Limitations of the Papsr points out that the paper is

concarned primarily with project evaluation from an engineering standpoint,

D

e
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Reference: CID/IPR/B.S
Title: GEBIRR.L CRITERI.. "OR INDUSTRI..L PROJECT BV..LU .TION
Aut hors AKX, SEN

The paper begins with a discussion on ths estimation of commorcial
profitability., For this the approprinte set of market pricos are used,
and the times series of net returns thus obtained can de convertod into
one profitability figure oither by estimating the internal rate of g'cturn,
or the 'present value' at the given market rates of interest. The latter
is n better indicator than the former, but is also based on somn special
assumptions, whioh are explored.

The difference between commorcial amnd 'nationrl' (or 'socinl’)
profitability is then axplored by raising oconsiderations of (a) external
effcots, (b) market imperfootions, (¢) the welfare of the future generations,
and (d) income distribution, i.e., going beyond Pareto optimnlity which

is what mnrket profitability is gearod to, at best, The methods of
bringing in thése corrections of murket profitability are then discussed
including the principles inwlved in using ~ccounting as opposed to market
prices. Soms pitfalls in unwary applications of ?.hia are 2lso discussed,

In section VI, the movemart from commerciisl to national profitadbility
10 discussed in detail in terms of spceific corrections that arc likely to
be important in industrinl project nvaluation. Two of these nre discussad
further in the next two sections, yif, correcting the market rates of
interest And the wage rates. The first also subeumes the problem of the
tims horison. The relrtions betwsan the social rates of discount and the
shadow prices of labour arc also demonstrated in the context of an economy
with surplus labour.

In the finnl section, we discuss the ndvantages of the insight obtained
from general principles of industrial "strategy'! as well as the limit-tions
of being guided exclusivcly by such principles. /n illustration is given of
the latter, and it is claimed that there is no real substitute for detailed
oaloulations of natiopnl profitability. This paper was an attempt to clarify
the principles involved in this detailed evaluntion,
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Reference: CID/IPR/B.11

Title: CRITERL. OF DISTRIBUTION OF INVESTMENTS BY SECTORS/
BR/NCHES OF THE BCONOMY
\uthor: Z. ROK'N

.-

T

/. corract ,roject evalustion from a macro-economic pedmt of view
must be based on measuring fot3] costs and bonefits at intrinsic gogial
values. This requires first of all the adequate consideration of inter-
indugtrial ond time aspects. The paper deals with problems and mothods of
analysis and evaluation of interindustrial relations and impacts of the
projects from the point of view of socinl and nation-wide criteria.

The gonsistengy of the projects may be annlysed by direct analysis of
intorindustrial linkages, by use of mterinl balances, by means of input-
output methods and by mathomatical programming methods.  Inter-industriai
aspects of the gfficiency of the projects may be investignted by direct
analysis of interindustrial coffects, by use of accounting prices - both for
inputs and outputs - to evaluate officiency at the given atnge of the
production process, by simultaneous selsction of projects and assigning of
ncoounting prices, by evaluating the "bundle of activities" touched by the

project with help of input-output methods - total primary input cooefficients -

an | by mathematical programming - maybe combining eoconemy-wide and sectoral
programmings. The paper reviews and analyscs the methods above mentioned
and ooncludes that for doveloping countries primarily wider use of input-
output methods may be recommended, From this point of view, possibilities
of the application of a standrrdised input-output matrix will be treated
also, PFurther,n intermecdiate nroject evaluation at sector level will de

recomminded, its mothods and criteria nnalysed first of =1l ns for preliminary

distribution of investasnt funds and pre-sclection of nrojects by sectors/
branches of the economy.
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' Rafepronce: CID/IPE/B.12
Title: SOME CONSIDER..TIONS ON THMC REL.TIONS OF INDUSTRI..L PROJECTS
VIT~ TR.NSPORT.TION SERVICES

uthors G, SIRI

analyeis of some of the relntions that link an industrial project
with transportation services, particularly in areas in the process of
developnent and integration - with spocific referonce to the case of
Central ‘marica.

Genaral considerations concerning the degree in which industrial
development depends upon transportation means and, spscifiocally, with regard
to the factors that must be taken into account in the ovaluation of
industrial projocts,

"Influenco of the availability ~nd cost of transportation in the
optimum location of industrial projects, GOenernl effects of the various
transportation means on the difforont types of industries and in the
solection of the optimum levels of production. Importnance of giving specisl
attention to the variability to which the transportation scrvices Are subject
in countrins in the nrocess of deovelopment.

Some characteristics amnd significant fnotors of the Cenmtral .merican
Common Market and of its industrial developmnt, snd their dependence on
transportation sorvices, Cort-in perspectives of tho countrics' industrial
development and criteria relevant to future investments in transportntion
infrastructure.

The study includes o brief granhic analysis that sketches some of
the limits that the various levels of carge transportation rates, imposed
on the configuration of the market arens surrounding the Cenmtral 'morican
capitals, The total incomc of the population in cach of the market areas
constitutes an index of their respastive ourchasing power, useful for the
formulation of A series of general conclusions in conmection with the most
favourable location within a region of diffcrent types of industries,

S
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suthorss J.R, MEYER and L.M, COLE

This prper presents some techniques which could ho wied in

eonfronting complex canital budgeting and oricing problems. Our

suggestions differ in severnl significnnt aspcets from moro conventional
capital budgeting proceduros. Ue assert, for example, that capital
budgeting should not be nccomplished in isolation from pricing considorations,
and we suggest a parndigm wherein pricing problems sad budgeting Arc more
closely intograted, ‘.dditionally, we recognise pricing policies ns
instrumonts for planning which can be used directly to help achiove some
strted objective for the capit-l faeility. .nothor attribute of our capital
budgeting and pricing model is that broader issues md varisbles in the social
and politicnl context of tho proposed c~pital faeility, variables perhaps

not susceptible to facil quantification, c~n nevertholess be considercd
explicitly at sprcified decision noints within the decision-making process.

wfteor discussion of some thooreticnl and pi'aoticnl limitnations,
especinlly ns applied to benefit mersurement, of basic economic domand and
supnly functions, we describe our set of computer algoritims which were
programmed for preliminary testing, ‘.1though our routines wore programmed :
Tor comouter manipulrtion, we have kept their component functions sufficiently
sizple so th-t equivnlent comput-tions can be nccomplished nasily by hand.

It is evidont that cortnin objectives will roquire somes form of
price discrimination for users of the capital froility or system. In this
paper, we exploro two types: 1) interconsumer price discrimination, whorein
different oconsumsrs sre charged different pricas for use of the facility within
Any one time interval but the various price lewnls remain unchanged over
time, wnd 2) intertemgornl price discrimination, in which only one price is
charged nll users in a time intorval, but that single nrice may change over the
total planning period.  Which pricing scheme is identified by the model as
the one to be preferred depends upon the contoxunl parameters and objectives
used in the analysis, togethar with the pertinent non-cconomic issucs which
are incorporated within the decision proecess.




- ” -
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Titlet CRITERI. OF RCONOMIC INTBOR.TION IN THE IMDUSTRI..L
PROJECT EV..LU..TION IN DEVELOPING OOUNTRIES

Luthors V. CERNI/NSKY

A

The papor discusses briefly soms of the problems emerging in industrial
project evrluation from the viewpoint of integration of developing countries
with particular enphasis on the principles and methods that ought to be
applied in the evaluntion process.

The first two sections desl with the importance of integration for

the industrialisation of developing countries, the problems which have to

be solved in the course of integration, and of fer soms suggestions for the
solution of these probleme. Developing ocountrios cannot achieve an effective
industrialisation without integration, and coordimstion of their develop-
ment plans should be considered the most important component of the entire
integration process - these are the principal ideas contained in the first
two sections,

The basic principles of project evaluation and the procedure
recomendod for the distribution of industries within the integrating
devoloping ro@ion are discussed in the third section, The core of the
principles to be applied in the distridution of industries within an
intograting area is to secure reciprocal advantages, the "quid pro quo"
principle, special treatment and aid for the relatively loss developed
ocountries,

The fourth section suggeste two methods of international comparison
of prices and production costs which might be applied in project evaluation
on An international scale. The first is the method of direct international
comparison of prices on the basis of average bAbkot of goods and services
originally elaborated in dotail in the BCL. Socretariat, The msthod has
been adjusted to the effect that the prices under comparison are decreased
by duties, indircot taxes and fces and incrensod by subsidies, in an attempt
to avoid considerable distortion of prices occouring in developing countries
due, to varied taxation,

\
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The other method offers & possibility of imernational ocomparison
of production costs indirectly, through average world prices. The
indirect nature of the method lies in the fact that comparison is made not
of the indices expressing ratios of domestic production costs and world
prices, but of the deviations of such indices from the average national
indices. The proposed formilae represent an attempt to £ind such methods
of internatiomal comparison that would attract as much oredit of the
governments concerned as possible.
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References CD/IPE/B.15

Title: & STUDY OF ENVIRONMENT.L CONSIDER.TIONS IN INDUSTRI.L
PROJECT EV'LU.TION, WITH SPFCI..l REFFRENCE TO THE
FrODUCTIVITY OF L.BOUR.

“uthors V. HALX.

The productivity of labour in a now industrinl enterprise is, to a
considerable dogree, determined already during thc stage of projecting. The
project influences this productivity of lrbour both from the technological and
organigational point of view and from tho viewpoint of the working environment.

The working environment is formed by n series of factors of various
kinds and of varied intensity. Out of the whole complex of the conditions of
the working environment, in the desiga it is possible to influence first of
all the factors of technical and physical-chemical character. Those refer
espacially to the climate-atmospherical, sound and optical conditions, as weoll
As the plant lay-out, the safety mnd hysienic factors, ete.

Crenting an ideal standard workiny environment entails pr~ventive
measures, i,e. removing or restricting the negative factors of the environment.
snd positive muasures creating factors which improve the conditions of the
workplace mnd make the stay there more pleasant. The way of making these
iderl standard conditions is shown in the diagrams.

Tho basic reason for the shortoomings appearing in designing the working
environmnt is insufficient gqualificnation, neglecting the complax approach and
underestimting the importance of the nforemontioned measures.

The design of the working environmont must be organically embodied into
the wholc pro jecting process to ensurc harmony between the technieal and hum~n
factor in production.

in ideal working environment is desirable not only becausc of the humnne
factor inwlved, but also since it has a marked economic effect. The direct
relation between the working environmsmt and the =roductivity of labour has
been proved both by laboratory experimmts and by general practice. ./n ideal
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standard working environmont crses the performing of work and decreases

the axertion in work, s that to produce overy single product, less working
enorgy is needed than before., This incrensod productivity of labour results
in savings on labour costs and on overhend cxpenditures.

‘part from economical remults which can bo casily expressed in numbers,
making idoal standard conditions brings a.ong » number of subsidiary
conseauentinl effcots which »r» somewhit ¢ “ficult to evalunte but have been
discussod briefly in the poper.

To determino the nconomicnl effectivencss of making idenl standard
conditions, wo moy use the usual methods of estimation. Howevar, it should
be realised that the means for expressing nd detormining the economic
effectiveness of » samnd working onvironmont differ from thosc involved in
cstimting the utility and economic ndvisability of investmts of production-
technical cheracter,
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Titlet FINANCILL PL NNING OF INDUSTRI'L PROJECTS ..ND THEII!
;PPR.IS'L
[uthort J.DEN

American corporations have developed some affective mothods for the
financinl planning And appraisal of industrial projects which public agencies
can Also use, Industrinl nrojocts must fit into sn overall capitsl managemont
programme entailing (1) devolopment of long-range (usually 5 yeers) and short-
rmge capital plans, and (2) a creative, comtinmuing investment -opportunity
search. Thrco measures are commonly used in evaluating industrial nroj.cts:
(1) payback period, or time 2 project tikes to produce gross carnings
cqualing totnl expenditure; (2) avernge lifetimn project income 78 2
percantage of crpital outlay; and (3) discounted cash-flow, which relates the
net cash inflow over the project's lifotime to invostment outflow, taking
into agccount the time pattern of investment and oarnings, effect of taxr.,a,
deprecistion allowances, and capital wastnge, Payback ignores inflows after
the payback period, provides no maximum ~eceptAble payback period, »nd
ponalises projects involving initirl losses. .verage rate of return fails
to consider the timing of returns, nnd variatione in its usoc can produce differing
results. The discounted oaal_n-flov mathod, instead, is unambiguous, doals
consistontly with the project's entire chrnings lifotime, and properly accounts
for the time shape of oarnings ad investmonts. In meamuring a project's
investment worth, four economic dimensions are important: ~mount and timing
of outlay and of the added stream of earnings, duration of tho ecarnings, and
the risks involved,

Finally, the investor nceds invostmnt eriteria to choosc between
projects. ! good financial criterion is the investor's cost of capitals
projects not axpocted to generate outlays over this cost of capitnl figure
need strong justification on other grounds,
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’ Title: SURVEY OF LITER\TURE ON COST-BENEFIT .N.LYSIS FOR
INDUSTRI L PROJECT EV.LU..TION

Author: ARNOLD C. H/\RBERGER

This papor attempts to tnke n positive and constructive approach,
focusing on issues which remain 2t lens’ to sour extent unrosolved in the
existing literature on cost-benofit ananlysis in private-entorprisc or
mixed economics, and attampting to bring then somswhat closer to rosolution,
In Section II, the quostions of discount rates nd ovalustion procedures
are oxanmined, and it is concluded that the marginal productivity of capital
in tho privato sector is the optimal discount ratc to uso in cost-benefit
analysis. In Section I1I, attontion is drawn to the importance of taking
into account expected changas in prices and costs over tho life of the
project, pariicularly becausc of the likelihood that wage rates will rise
faster than product pricos. It is concluded that all cost and benefit
elements should be projected on & yonr-by-year basis over tho lifa of the
project, not "annualised" as is often suggested. In Section 1V, tho
problem of oestimating accounting prices for usc in cost-bencfit analysis
is examined, "nd procedures nrc suggosted for key prices mich s wage
rates and exchange rates., 1In Sccotion V, questions of the timing of
f‘ investmont projects are considered, and proccdures for dotermining the '
; optimum construction time for ~ mvon nroject are suggestod. The problem
of how to adjust for risk nnd uncertainty is ~lso explored. Finslly,

Soction VI considers intcrrelations among projects, both from tha stand-
| point of the separability of components of -~ given project, and fron the
standpoint of decisionemaking whon some or nll of the projacts under
considoration are interrclated,
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Title: USEFUL PROCEDURES SUGGESTED FOR DEVELOPING COUNTRIES
BY THE DISCOUNTED C SH FLOW TECHNIQUES

Author’ J.Ha H‘l‘mm

It is very important that the developing countries find n wry to
rapidly industrialise thoir aconordes on an efficiont enough basis to
ultimatoly assure that their onterprises become more or less competitive
whan mcasured against intermtional standards. This mewns that the key

people involved in planning the industrisl development of the developing
nations mmst have an appreci-tion of the importance of cnpital productivity.
While » measure of cnpital productivity is cortainly not the only important
fnrctor that should bec evalunted in an investment annlysis, it is importsnt
enough that it should not be lost sight of.

Many different annlytical methods of measuring investment rates of
roturn can bc found in microcconomic theory and in practice. The discounted
cash flow technique represonts one of those methods. Prom » conceptual or
theoreticnl standpoint, the discounted cash flow technique is ~ more i
roliable investment analysis framework than other mcthods bocause it accounts
correctly for differences in the economic lifec and cash flow patterns
nssociated with an investment, Two varisnts of the discounted cr~sh flow
approach arc discussed, ..lthough one of those two variants is technically
bettar than the other, eithor is probably sood enough in practicc given the
crudeness of the data one has to work with.

Turnine from the concepturl virtues of discounted cash flow,
experience shows that this mothod is very difficult to use effectively in
practicc. It nssumes the existence of statistic~l and accounting drta that often
are not availnbls. It Almost certainly requires tho availability of ~ well-
trained profassional corps. Whon thuse conditions are not oasily met, the
introduction of as sophisticated mn annlyticnl method as discounted cash flow
quita often causes confusion, misdirection of vlanning effort, and in
extrene situations the evolution of 1 sort of complex numbers game.
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This is not to say that becuse of those practical limitations, the
discounted cash flow method is of no valuc in the contaxt of thc developing
nations., ..t the very least, it prescnts »n important ~ad system:tic way
of thinking bout investment decisions. It m~y ~1so be of more direct value
to top level cconomic plunners in gotemrment and in a few mjor onterprises
in some countries. But above 111, discaunted cash flow is ~ technique.

It certainlyspresents no panacen for dove oping countries or companies,
Sustained long-term busincss success revol.os nround sich goneral manazement
activitics as goal setting, strategy formulrtion, and effective planning

and control of current operations. It is helpful to have as reliable an
analytical fremework as is practically feasible wit:htn a given organisation,
but primary attention should be focused clsewhere.
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Reference:  CID/IPR/B.21
Titlot STUDY OF INDUSTRI.L PL/NT SYSTEMS
athors ELC - ELECTROCONSULT

Industrinl plants form A very complex system; they have in common the
market on the one hand, and the procuremont sources of raw materials on the
other, md they contritute in total towards overall economic development of
the partiocular region.

When undertaking feasibility studies in connection with tho establish-
momt of new industries, it is cssent’.al that their ipfluonce on the system
of oxisting industries be chacksd, 8o As to be nble to estimate, beforoh(md,
the positive and megative consequonces which are to bo axpected.

In the stuly of the eoonomic decvelopmont of a region, whether this is
govarned by a mrrket eoonomy or by A contrally planned economy, one is facod

- with the technical difficulty of having to take into Account & very large

numbor of paremeters, the varinbility of whish is not always known 3 prierd.

In donling with this typo of problop, ELC resort te the most advanced
tochniquos, making use of operations research methods, minly through
mathematical models of the deterministic or stochastic types.

Bxamplos are given hereafter of hydroclectric systems which have been
studied, vith gratifying results, by maans of digital computers.

Each problam 1s uwswally laid down in toms as general as possible,

. nj this procedure allows the solution of apparently different problams by

mans of similar mathematical models.
In the field of industry, the methodology adopted meintains its

validity even if the objoct is shifted from hydroelectric nrojocts to industrial .

plants serving o different pugvosc.. -

In ther fiedds, for exrmplo, it was found ponsible to utilise the
sme Algrithes in the study of J-dimendional franeworks and problems
of rosk mechanics, in job orguaisatton' nd in urban traffic problems,
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With regard to the conccpt of optimiz:tion, it is preferable to
supply those who are called upon to make decisions with as clear and
completo 3 picture as possiblc of technically feasible Alternatives, on
the basis of which the sole.ct.ion of the most appropriate solutions can
be made, '

S




Referenco: CID/IPE/B.22
Title: i#PR.IS.L OF FIN'NCI.L NEEDS FOR NEW INDUSTRI.L PROJECTS
‘uthors C.M. WIILL:MS

This pepor argues that careful financial planning is of great value
to the new industrial enterprise mnd thnt an effectivo foreccast of finawnei-l
requirements provides essential clements for construction of n vinble
financing plan for the venture,

The task of assessing financi~l needs ~nd how they can bost be met,
is seldon an easy one. Devolopment financing agencies should prepare
themselves to lend expert advice »nd counsel to managersnt of new firms
in the task of formulating accuratc foreccsts of their nceds for funds and in
the shaping of plans as to how those neaods will best bo met,

\

The major techniques of forocasting financial requirements, the
projected balance sheet method and the forecasted cash flows approach, “re
reviewed, the former in some dotail. . thorough understanding of the
mjor considerntions that shapc the sisc of investment required in fixod
nssets, inventories, roceiveblcs and liquid nssets is necessary for
effcctive forocasting of funds neceaed. .ccordingly, key determinants
of the need for these assots nrc identified and discussed. Particular stress
is placed on those areas in which alternative management judgments and
policies will boost or reduce the net nepd for funds, The proccss of farecasting
funds needed nnd of modifying operating plans for the firm in order to
ninimise financial requirements, is illustrated by an example. lMethods by
shich potential sourcos of funds can be evaluated md utilised arc also
reviewed, '

The papor identifies widespread woakncsses or problems in the actual
financinl forecasting of new industrial fims ~nd suggests ways whereby those
deficiencies can be reduced. Important among the weaknesses or problems
aret

1. Inadequate emphasis by managemnt on the planning process

2 Limitations on the capacity to plan future operaticns
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while carrying

roducin.g' neods,

Developmont finmeing agenciss rre urged to become skilled in
identifying opportunities for the new fim to minimise its nead for funds

up det-iled 1ists of methods, devices or policies by which capital
roquiremonts can bo held in check without damnge to the project, Included
] is A list of queries that may prove usoful in exposing peseihilitics of

Pailure to mko the projections reflect the distinctive
ciroumstancos "nd policies of the particular project.

Widespread tendency toward underestimation of financial
needs. '

Widespread tendency to underestimate the financial
pressurcs stemuing from sxpanding volums

Failure to.provide sufficient uncommitted resorves of
finaneinl strength.

out its cssentinl mission. The finmoing agency should wo
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References CID/IPE/B.23

Titlo: PROBLEMS AND METHODS OF RESE(RCH INTO THE EFTECTIVENESS
' OF INVESTMENTS IN POL/ND '
Author: M. RAKO'/SKI

In Poland, As in other socialist countries, the research into the
offectiveness of investments is to contribute through the choice of the
best plants to be constructed, extended or modernised, to the obtaining of
axisum increase of national income from the coonomic resources which are
at our disposal at the given stage of development, chiefly investments and
labour-force resources. )

The developmont of resesrch methods in tha field of economic
compnrison of plants evolved from using the partial techno-economic
indicntors, through generalised indicators of cnpital intensity of production
and net costs to n synthetic investment effectiveness indicator,

The synthetic investaent effostiveness indicator used in Poland
to analyso the plamts to be constructed takes into ncoount the permissable
from the point of view of paximisation of the national income invostment
outlays for the decrense of net costs, economic losses raosulting from
freesing of the investment outlays during construction, and the advantagas
and losses to the aconomy brought sbout by the extension of tho oxploitation
period, introducing the term of the cconomically optimum exploitntion period,
The rotionality of the calculation according to the .ﬁnt.hotic indicator
requires the orices used in it to correspond as closely ~s possiblc with
the proportion of labour outlays for particular products,

The use of the effectiveness calculation is at present extended
to such fields as modernisation, intemational trade and progrraming the
developmont of whole branches of production and the pranch inter-relsations.
The methods used for the evaluation of new plants arc specially rdapted for
those problems duc to the complexity of the probloms involved. In the
present economdc situation of Poland md other socialist countries whereo it
is necossary ns well as possidble owing to the considorsble dovelopment of

.
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the productive rescurces to chango over from a rathor extensive to a more
intensive type of reproduction, the effectiveness caloulation becomes
especially importmt cs a factor contributing to the maximisation of the
increase in the national income with the required structure,
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Refercnce: CID/IPE/B. 2L
Title: TME ECONOMIC EV..IU.TION OF PRODUCTIVE INVESTIDIS IN HUNG .RY
Zuthers M. TUR.NSZXY ' )

Parallel to practical computations, efforts were mude in ungary forvr
several years to elaborate a ociontm.unj well-founded method suited lor
the ovaluation of the economic efficiancy (effectiveness) of inveetmants.

.8 A result of this work, methodological instructions were issed in 1953
by tha Naticnal Plemning Offico for the evalu~tion of the economic cfficiency
of individual projocts.

In 1964, this methodology was further developed in the light of
practical experiences. Tho muthor, vho took part froa the heginning in
the claboration of the methodology, expounds its thooretical faundntions and
practioal bearings.

Jfter the nationalisation of ths industrial onterprise and the
introduction of centrally regulated fixed pricos, tha profit of individual
firms was no longer suitable as a basis for the estimmtion of the economic
cfficiency of either the production or the investments. The quotisnt of the
expected resmults and inputs 1s applicd as the inddcator of cconomic
efficiency. Both are evalunted from the aspect of the national economy as a
whole.

The productive investments are, according to their direct cbjectives,
divided into two groups: labour seving and production expanding invostments,

The min problem is tho ovalurtion of input from the aspect of
the national economy. ‘.mong the eloments of input which have to bc taken into
account are the investmmnts necess:ry for the cstablishmont of the plant
which oroduces the finished product, the accessory ("conscquoniial")
investmnts securing material and powor supply, the working capital and the
costs of coutinuons nroduction per Anmua.

For the joint evaluation of the input of 4investments and the coste
of production, the so called "ocoonomic offioiency coofficient of investmont s"
is applied, whosc valun was, for a long time, considered by projectors as
being practically cqual to the current rate of interest,
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The study propounds the correct determination of the values of tho
cconomic efficiancy coefficient from the aspect of the national economy.
The value of the cosfficient depends - in the opinion of the author - primarily
on the labour siturtion of the country, the esployment situation, the
availability of capital and the pattem of the actual price system, Since
these conditions may deviate considerably in differemt cowntries, it is wrong
to decide upon the magnitude of the "rate of interest” tec be applied in
economic efficiency caloulations, independently of space, time and prices.

It is an often recurring mistake to determine the valuo of the
of ficiancy coefficlent of investamts not from the aspect of the national
econony but according to tho interests of single plants, at a lowr rate
than would be justified. Thc consequence is that the more ecapital intensive
industries are developed and more capital intensive technologics and technical
solutions are chosen than would bo roasenable. Such procedure causes wasto
in tho realisatien of investmonts, particularly in countries short of onpital,
on the cne hand, rnd having considerable mnpower reserves on the other.
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Reference: CID/IPE/B.26

Titles IZVALUATION OF INDUSTRL.L .ND INFRASTRUCTURE METHODOLOGY
:ND PR.CTIC.L EXPERIENCE
Aathor! T.E. KUHN

The basic purpose of development planning is to provide decision
makers with scientific information on the offectiveness of available
action means in relation to stated policy ends in 2 given social-
institutionsal environment, Methodologically, this calls for systemntioc
compsrisons of inputs (costs, resource sacrifices) to outputs (revenues,
benefits) within A carefully defined framework. Good snd bad examples
for study terms of refercnce are given,

Most pertinent to the annlyses themselves is the eontinuous
input-continuous output formulntion in ecconomic investment theory. Mwmy
choices of production techniques, input ~nd output mixes, their mngnitudes
md timings, arc nossible. Each configuration is best treated as a
discretu project and appraiscd by means of the decision guide "maximisation
of net revenues", or by more complex standards when non-monetary values
are preseit, as will ofton be the case, The time dimension can be taken
care of by discounting to present values, and project interdepondencics -
very important phenomena in development work - by.,t\u-thor analytical staeps,
An importwnt conclusion is that there con be no singlc, infallible success
criterion that suits 211 circumstances in development work., Two hypo-
thotical problems, an industrial plant proposal ~nd a comprehsnsive area
develoomsnt scheme, illustrate the methodologicnl discussion,

Practienl experiences in dovelopment plamning and research are
related in the last part of the naper, Bapiricnl studies of time 1:.gs
»nd disbursement patterns show that eight or more yonrs may elapse between
project ider nnd nhysicnl vroject completion. Development is probably
& much slower process th'n is cosmonly believed. .. roview of 81 field
studies rcverled serious deficioncies, in particular exaggerated benefit
claims, unrealistic cost estimtes nnd usc of unsound analyticnl techniques,
dppended to the paper arc research proposals and further discussicn points.
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Reference! CID/IPR/B.27 '
Title: POREBION TR.DE CRITERI'. IN INDUSTRL.L PROJBCT EV..LU..TION
.akhors ROBIRT SCHGLZ ‘

An intensive process of industrialisation is underway in the
developing countries withip the scope of the construction of their economiss.
Its progress is rendered difficult owing to the latter's dependence on the
pricos of raw materials and foodstuffs they export. Poreign exchange
difficulties resulting from their unfawourable trend of development md the
need to maintain a high level of machinery and food' imports compel the
developing countries to expend their funds earmarked for economic development
most economically and effisiently.

In view of the importance of forsign trade to the developing
countries it is expedient that its criteria are also taken into consideration
in capital construction,

Theoreticnlly, the relation of investamt to foreign trade has
been thus far dealt with only in connection with gemeral theories of economic
development. Today, the mjority of mtional economic theorists agree |
that coonomic progress of the developing countries can be ensured only
by reinforcing the State's role as an opganiser of and direct participant
in the economies. Of utmost importancs is its function in the determination
of priorities of soonomic development which must be determined aceording to
the individual needs of each country.

This problem has received somwhat msre attention on the part of
the United Nations regional commissions wsder the compulsion of everyday

‘coonomic activities. The rospestive litegature is conoerned primarily with

the construction of sectors whose production is designed to substitute import
(import-substituting sectors).

Regional commissions reccmmend to t@e developing countries to
ovaluate industrial projects first from the point of view of the overall
econcay and secondly from that of the sector and the rangs of production on
the basis of the so-called social benefits with a view to future forcign
exchange savings.
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Growth of the share of domestic production in overall consusption
in the devoloping countries is an evidence of the luecoutul' progress of
the efforts for import substitution.

Documents of the United Nations regional commissions recommend
that in capital construction, attenjion be given to the poesibility of
future export of a part of the output, partisilarly in countries having
maller homs markets,

Csochoslovak economists have also boen studying this problem for
some time. In their view, the State's function and the instruments of its
economy policy, nasoly the long-term develoomsnt plans (programmes)
constitute an essential precondition of thc whole economic devolopment.
In their studies of the question of efficiency, Csechoslovak economists
strcss the principle of valuo in its diversified manifestations and recommend
the application of some special indicators such as recoupment of funds,
export equivnlent, etc. in variations according to individual countries!
needs,




Reference:  CID/IPB/B.28

Title: PROJECT EVALUATION IN THE PRESENCE OF ECUNC. JES OF
SCALE AND INDIVISIBILITIES

Author: DR. THOMAS VIETORISZ '

Presently available project evaluation techniques are based directly or
indirectly on notions of cconomic oquinbri\- that breakdown in the presence of
"non-convexities®: fixed costs, economies of scale, indivisibilities. In thie
paper a technique is developed that permits an approximste evaluation of the of=
fects of non-convexitics in two-level planning systems,

A diagremratic represemtation of decomposition medels for Jinear program-
ming problems is first presented, The details of the Dantsig-Wolfe method of solv-
ing such problems are followed graphically with the aid of the diagram, Thereafter,
fixod costs are introduced that make the decouposition model nen-convex. The dia-
gram allows finding the exact solutions of such models in simple illustrative cases
and indicates the kind of approximations that are available for larger problens that
cannot be handled graphically.

The main conclusions are the followings

(1) Projects are to be evaluated in gomplexse rather than in isolation.
Theso complexss are groupings of projects; sectoral plams, in turn, are put to-
gether from such complexes. '

(2) Economy-wide master plans formulated in terms of a limited number of
connecting resources can be effectively utilised inmn-convex systems, While the
interrelation of master plan and sectoral plans is not as simple in the non-convex
caec as in the linear case, it is possible to formulate approximate ways of handling
this interrelation,

(3) In a system that is convex in the large and has only relatively weak
local non=convexities, a linear approximation that coneists in gveraging the com-
plexes together with their fimed costp vill yield satisfactory results, The linear-
ised master plan will then determine prices that can be used for selecting sectoral
complexes so as to minimise the combined cost of connecting resources, similarly
to linear decomposition techniques,
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(4) In a system that is characterised by g few large sectoral indivisi-
bilities, the empirical identification of sectoral camplexes is a relatively

simples matter and the crux of the problem becomes finding a solution to the master
program that must now be formulated in integer programming terms,

(5) In systems of the intermodiate kind, or systems characterigzed by ono
kind of non-convexity in one groun of sectors and another kind in another, the two
approximations are best used in combinationj in this case they will produce uppor
and lower bounds on the optimal solution to the system,

(6) Once the optimal solution is identified, either exactly or in an
approximate way, guantitative control instruments are required for assuring tha!
the individual sectors will in fact beshave consistently with this optimal o.
approximately optimal solution. Prices are still essential for facilitating ad-
Justments noar the quantitatively prescribed range whenever deviations from the
plan occur in exscution.

S
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) Reference: CID/IPR/B.29

»

Title: SHADOW PRICES IN INDUSTRIAL PROJECT EVALUATION
Aut hor: J.S. NBDUING and M.S, FELDSTEIN

Shadow prices are appropriate for evaluating project benefits and costs
when (1) market prices are inappropriate msasures of social values becsuse of markot
imperfections or rapid economic changs, (1) indivisitdlities preclude identifying
an sppropriate unique market price, or (11i) external effects are important.

Accounting and incentive prices are administrative tools related to shadow
prices. Application may be to privately opsrated projects and to those wholly in
the public sector. - N

 Shadow prices for project outputs may be determined by reference to (1)
market prices paid for substitutes already sold under suitable market conditions;
(1) social costs of substitutes already used; (iii) minimum cost of alternatives
not alroady used; (iv) prices consumers would be wdlling to pay; and (v) physical
productivity of project outputs that are producers! goode.

Problems of shadow pricing project inputs arise when: (i) project pur-
chases altor market prices; (ii) inputs are subject to taxes and subsidies; (ii1)
input markets are substantially imperfect; (iv) project inpats would otherwise be
unemployed. In addition to direct project inputs, indirect social costs (external
diseconomies) must be evaluated.

Benefits and costs ocour at different points in time so that project
evaluation requires inter-temporal choice. The social tims freference rate relates
values of presont end future consumption. A shadow price for the social opportunity
cost of funds diverted from private investment may be calculated as the present
value of the consumption that would otherwise have been enjoyed. When agency budgets
are constrained, a shadow price of these funds must be ocalculated in terms of thair
margiml ability to produce additionsl net social benefit,

Three technical notes discuss: (1) the shadow prices defimed by the linear

programing dual; (ii) the use of import-export prices; (411) iterstive multistage
factor shadow pricing.




Reforence: CID/IPE/B,20
Title: PRICING PROBLE}S IN INDUSBTRI.L PROJECT EV.LU.TION
Awhorst  M/RI/ZN OSTROWSKI /ND ZDZISL.W SADOWZKI

In the paper two main approachee to the problem of pricing in indus-
trial project evelustion are distinguished: the computation approach
ooncerned with the techniquws of computing . valw paramsters, and the
policy approsch, precccupisd both with the methods of inducing individual
decision-mekers to use the centrally established perarsters, #nd of counter-
acting the poseidble disturbencee such as oan result from inadequate compta-
tion techniquee. In scrutinising the essential problems implicd in the
computation approach, attention is directed towards tracing the intricacise
of the econcmic meaning of shadar prices. These are shown % be strictly
dependent upon the chosen tyre of the development progremme, and the adopted
level of aggregation. Moreover, they are shown to be claely linked to
the chosen shape of the acoounting formula far project evaluation, It is
puinted out that a certain degros of substitution existe between the latter
and the prioce eot wscd in projoct evaluation, The practical imposeidility
of arriving at a perfect shadar mrice solution lsads to the necessity of
approximstion: these are termed socounting mrices, Different msthods of
estimtion of the accourt ing prices, either suggested @ acturlly used in
various courtriss, are trisfly discussed, The predaminancy of partial
solutions and highly aggregate accounting prices is found to be a common
rule of approximation. In the final part of the pepar the gersral problems
of the policy appraach are reviewed., In particular, the impact of the
irstittional eet-up on the use of accounting mrices in project evaluation
is snalysed in terms of different kinde of relati mship between the omntral
planning body and the individual decision makers,
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Reference: CID/IMR/B, 31

Title: 4 SYSTMS MITHODOLOGY POR RV.LU.TING INDUBBTRIAL PROJICTS IN
THE OONTEXT OF N/TIONAL STR.TEGIES

Athors BIW/RD B, TOMRTS

-

Analysis of existing mthads far evilwmting industrial projects suggeste
oight classes of faults, Preset cvAluation methods: (1) assume a statioc
rather than dynamic visw of the projct; (2) ocatain no basis far integrating
vwricas factors; (3) allow nonrigorous qualitative estimates; (L) are
inflexible, requiring complete redoing o the evalust ion 4f chenges oceour;
(5) @0 not reveal s.nsitivity of the project desirability to varins
facters; () require that e2ch mow ¢valurtion be started without advan-
tages acoumulating from previcus evaluatinne; (7) ignore feedheck effeste
of intermdiate dunges on the projvoct) ((l) encursge & passive approach
of evalurtion in responee to the proposals of thers, instead of the more
astive role of design of project oppartunitiss.

A mev approash to industrial propot cvaluation is propased that is
based on cnsideratim of the omplete 1ife arele of the projoct est»blish-
mert process, Thres roles are seen as dominant in an indwstrial projeet:
the principl mro oot isplementar, a financicr and a governmernt sponsor,
These roles interast threughout the ten eetivity phases € a project 1ife,

The coaplox requiremms of realistio p-o.)nbt eval ust ion suggest a
mthnod based on explicit mthumntical modelling of the propet structure
and environment, Ocmpwter simulatim tediniques provide a floxible dasis
for produwing tims histeriss of perfarmance nf the indwirial mroject being
evalmted, The detailed oomeiderations needed for a oot life cycle
model are deseribed for the case of an African textile mill,

Pinally, spplisation of the smmtems spgroach 0 evalueti'n of large
projects ov of an industrial ﬁ-ojon cmplax is discussed. 4 related
svalwetion of water<warks po jeots in tis Susquehanne River Basin of the
United States serves to illustreate the we of the proposed mthodology.

o
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Reference: CID/IPR/B.32
Title: METHODS OF INUUSTRIAL PROJECT EVALUATION IN TME
CZECHOSLOVAK 5OCIALIST REPUBLIC

Authori OTAKAR FERFECXY

The ovaluauof; of industrial projects in the Csechoslovak Socialist
lhpubiic has specific features which follow from the substance of the planncd cone
trol of national economy and from the evaluation of effeeSiveness of the whole
socialist reproduction.

The evaluation of induetrial projects, as well as the evaluation of
offoctivenses of investment, is carricd out within the frame of the whole develop-
ment:  of national economy imvolving both economic and social fields. The social
ownership of the means of production which belongs to the vhole socioty can be
utilised in a planned way to the best profit of this society,

The oxtent of satisfaction of present and f\ture noeds of tho socialist
society and carrying out of investment serve as a sumary criterion of effaoctive-
ness of inveetment. It is therefore mceesary to follow the system of mothods of
industrial project evaluation from the broadest econmmic and towm-and-country

Plamning aspscts and design proparation up to the ovaluation of effectiveness in
opsration, °

Methods of estimatin; economic offectivencss of investmont involve:

A/ Gereral considorgtions, in which important critoria are ecomomic, political
and social assets of industrial projects for the rospective region; and so-called
irvestment necessitated by the development and indirect investmont aro bedng -
followed tooj further

B/ A system of indices, which serves as a tool for technical and economical evalua-
tion of interchangeable solutions, This system is based on indices exprossed in
kind and in value. As the ap,lication of indices axpressed in kind is considerably
limited, the so-callod complex indicos indicating the valus both of investment and
opsrational cost are used to a substantially larger extent,




The main oomplex indices ams the following: specific invostient copt,
Specific cost price of production, and coefficient of econamic effectiveness.

At present the principles of the planned control of mational sconomy are
being intensified, Particularly as regards the tilisstion of the influence of the

law of valus, which creates new conditdoms for tho evaluation of economic effective-
ness, ' '

The effectivensss of a project '\dthin the frame o( investment represents
i the only problem, which cannot be separated from the planning of national economy,
The evaluation of this pProject is connocted wdth the distribution of investment
into branches and production sectors from the preparstion of plans and designs

up to the realisation of construction and its sotting into operation.
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Reference: CID/IPR/B,33
Title: NATIONAL AND OOMMERCIAL PROFIT/BILITY
Amhw] Cc.D, FOSTER

There are difficultics in the way of defining an optimal growth peth
for an coonomy, Some of these can be subsumed in the notion thet a gevern-
ment should chooss a social rate of time preference. Others result from
the desire tn achieve atomporal income redistribution object:l.wa. But quite
apart from the morel problem of choosing intcrtemporal and atomparal income
distribution objocties, there are purely political and administrative habits
in the way of a government defining these obj ctives. These ars not decisions
which goverreints are not rocustomed to make; and their decision presumes
that govermments anyway speak with one woice, which is obvicusly untrue.

S0 however ebaky the imt ellectual foundations, one had better start with
the assumption that the target growth path is optimel,

When a doeision of this kind is acoepted then the definition of tho
appropriate investaent oriteria should be a mtter of logical deduction.
But unfortunately no existing planning techniqws, whether of the older
iterative kind ar wing mrograming mothods, are well enough developed to
make it possible tc work at systmatioally and eonsistently the impliocations
of the investmert oriteria for pojoct evaluation, It follows that the
establiching of a set of shadow mrices to guide investmnt con at best be
only a rought approaximation to those noeded to secure the desired growth
path,

Various partial investmeri ariteria are cnsidered: first, those thet
resolve into cueomendetions to onserve a single scarce faotr. It is shown
hov these tend to be assimilated to ome criterion, the mt savings critoriom,
Quite apart from the underlying assumption that consumption 1s to be given
sero weight in most ciroumstances, there are operational difficulties which
suggest that it wuld be better to we investmont ariteriz implying the use of
soms shadow prices, On the other bamd there are ssvere practical Aifficulties
of mking the set tco complex., /ny set chosen must allow for the possibility
of fesdback to cadeve overall feedback. Two methnds of doing this are
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In the last section there is 2 brisf discussion of the problems facing
somone who has t0 wrk ot a project evaluatinn, given an investment
eriterion,
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Reference! CID/IPA/B.34

Title: CRITERIA FOR BVALU.TION OF ::ISTRIAL PROJECTS IN AN B
OPEN ECONOMY

Aut hore! LASZIO CSAPO and MIXLOS. iu.NDEL

Twerky years of experiusntation in Hunzary eeems to prove tuat formula=
tion of triteria for industrial project evaluation ie extraraly difficult, Trere
are no zeneral criteria applicable in any country or in any time. Critaria are
relative by nature. Criteria of project nvaluation depend on development stra-
tegy and on econamic situations and possivilities, Since these factorec :ve
chanzing criteria ehould change too., Mathematical progreamin; models are built
to find ‘optimua sise of activity. Frogras however optimum are determined by
thoee limiting factors decided upon by development strategy.  The optimun is
always relative depending on criteria.

The econamy has an open character when actual and jotentizl scarcity
of natural resourcee and' conditions makes it impossible to utilisge tho exicting
and expscted capacitiee in the long run, at a full extent, on the hasis of
domestic resources. The basic feature of the open economy is its foreign trade
eonsitivity. In an open econouiy growth is a function of export ability. There-
fore the basic criterion of project evaluation is the expected maximum net foreisnn
exchange sarninge of & project in the lons run. Methods of efficiency comput o=
tions should bo determined by this basic criterion. Output and input should be
calculited on world market price level ani exyressed in foreign exchanges. For
this purpose input—output technique and special foreign-exchange rates should be
formulated. With the nelp of a "world narket price" model we are able to ela-
borate long term investment programs., In the opsn economy uncertainty should
be counterbalanced by concentrating on "leading sectors", on up-to-date techno-
logy and by ensuring "strategic reserves®. In an open economy balanced growth
cannot be acrieved at full employment of all the resources (capacity, labour,
raw material, foreign exchange).

The preparation of eound projacts requiree a very detailed preliminary
analysis of expected foreign riarkets, world p&ico trends, proepective changes of
technology anc research, import possibilities, expescted reserves, integration
and international cooperation possibilities, domestic resources, etc, Optimm




variants should be calculated by programming. Descritpion of "two level' plan-
ning model® and the "shadow price" method, DBefore model building the following
preliminary steps should be undertaken: calculate the technical-economic pare-
meters of the product; chooss technological variante, machinery} analyse pur-
chasing possibilities of rain mschinee and appliances; masure construction
capacity; estimate optimum sise capacity; estimste required infrastructure, etec.

Present methode of efficiency calculations are rather rouzh estimates
than exact camputations. Because of various difficultiss originating from:
institutional methological, price, etc. problems presenting quotiemte of
officiency are not reliable. Mathematical methods and input-output analysis
should be used, and also a description of present efficienc’ formulas and their

oriticism. In the stage of decision measurement risk-taking is one of the
nost importamt problems to solve,
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Title! WATHEMATICAL METHODS OF EVALU.ATION OF INDUSTRIAL PROJECTS

&uthors 0.4, MIH.JLOV
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During the last. few ysars the mathomatical methods, such as linear nd
dynanic programming, correlation and dispersion analysis etc,, have been incrcasc-
1y introduced in the designing and evaluation of industrinl projects; broad diplo-)
montation of those methods was made possible as a remult of the omergence of \
electronic computers, which arc capeble of storing in their monory large quantitios
of digital information (material) and of controlling and processin; it at the
level of soveral thousand operations per second,

If it is deturmined in the procaess of eva}uating severnl projects cr its
variations that one of thcn is the bost of all under consideration, i does not
mean yot, that this project is optimumg i,e¢. it is the best possible way. To
determine roally optimmm varistions, it is nocessary to find an application of
nothematical methods of solving so-called oxtremesjin some cases, it is possible
to bring togother the intuh-éependenco undor considoratio~ to the nathematical
problems on maximum or minimun (there aro sore oxamples in the roport); however,
the problems of that kind more often can be solved only by the methods of mathe-
matical programningy approximate ficlds of applieaticn of thuse methods are shown
in the report,

To thc basic industrizl problems, which are solved by the prograuning
methods, belong the problems for detorminition: optimum paramcters ol production
uwnits (capacities) one of the major probloms, which arises when the evaluntion
of industrial projects is madej optimum load nnd tho use of equipmont (including
unique), n more useful variation of the usc of resources, e.g, by the more ra-
tional cutting of industrial materials (in machine building and other industrice);
composition of mixtures, of complex raw mtericls and somi-products, (e.g. chure
in metallurgy); the raticnal distribution of differemt kinds :f operations be-
twoen the production units, (machine tools, rolling mills, otc,); optiwum planring
of transportation of similar kind of :aterials, including determination of optdmal
‘diansions, of warehouses in industrinl projects, eto.

The report considers in detail the example for the application in the USJR
of the nethod of solving rultipliers for the choosing of rational distribtution nf
technological units in the heavy industries, Mathematical methods are being incrina.
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ingly isplemsnted for the modelling of industrial processes, which make it possiblo
during the evaluation process of industrial projects to comsider the processes and
effects without making the experimnts using industrial equipment, which often are
followed by a decrease of unit production cost, singe it is necessary to change
artificially the production paramters for the creation of "cther equal conditions®,
There are some oxamples in this report of using for the above mentioned purposes,

of methods of multiple correlations, The report ccnsiders the questions of the ap-
plioation of methemetical methods for the mechanisstion and sutomation of mass cal-
culations in planimetric, including the' questions of using of spproximetion (chang-
ing of pure mthematical procedures for the scheme of an approximate solution),
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Reference: CID/IPE/B.37

Title: RCONOMIC CRITERI/ FOR CHOICE OF TECRNIQUE IN SOCI..LIST
ROONONMY / THRORETIC/L POUND.TIONS /

Authors K. LESZCZYNSKI

The author undertakes an sttempt to explain the thearetical foundations
of the soomomic choice of technique in the socialist economy. It has been
demonstrated in the paper that the choios of the most effective technique
should de carried out first of all in the process of eladborating the ocentral
plan, Only the oentral planning board my directly determine, of course,
within the limite of the possibly which of ths existing techniques in the
mational economy are mst effective and which are ineffectivs and will be
sither discarded /in investasnts/ or removed /previcusly produced means
of production,

The process of the choice of techniqw in the central plan is at the same
time & rocessof detarmining the economic indicators far the operational
levels; prices of products, nom of rentability, noms o the differential
rent , vage rates and depre ciation rates,

On the “asis of theee sconomic indicators enterpises / industries/ may
determine the degree of effectivensee o the respe ctive techniques of produc-
tion and adopt the technique which is most effective to the national econamy,
T™he motives of such a behaviocur may be created throygh a system of economic
inoemtives comnected with the magnitude of the eaving of social labour in
comparison to the mrice. This mgnitude Will increase incomms of the
employsd of the enterprise /Andwtry/. With mich combdnation of incentives
the most advantageous tcohnique to the national econosy will at the same
time be most advantageous to an enterprise industry.

The economic importance of the time factor in the choioce of technique
wae alew considered in the paper. It was shown that the planned pricee of
all produsts, and alsq of investment projects, are oceseris paribus directly
proportional to the time of podiction/enstruction, The methods for
deternining the time of exploitation of investment rojcts with different
techniques were also defined.

Finally, the economic significance & natural conditions in the choioe
of technique was camsidered,
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Reference: CID/IPR/B.39 '
Titles METHODS OF THE TECHNICAL-EOONOMIC FOUNUATION OF THE INDUSTRIAL .

CENTRE'S DEVELOPMENT .
Author:  ENRID ALAEV '

An industrial centre (industrial knot) is the mest rational form of
industrial location reflscting the gmeral tendency of the production on-
centretion, It reresents a torritnriq-pmmctiw omplex efficiently using
the beefits of the retioml concoentration of mutually oonnected enterprisss
on a compact territory, |

_ This form of industry location secwres a supplemntary effect for the
national economy (in comparison with the isolated location of enterprises)
at the expence of: combination and joint location of the co-operating and
interconnectsd enterprises; joint building of the mterprises on neighbouring
sites; centralisation of oons truction and energy capacity, water supply,
transpartation and warehouses; concentration of auxiliary branches, research
ant design establishmemts and technical schoole; combimation of enteririses
with different character of labour in qrder to achieve more ccrnplste use of
man-power rssources; savings in the housing and social construction,

The most remarkabdbls signs of an industrial centre are:

- its specipligation in the rational economy (whidh ie determined by
the lsading branches of industry in the centre with the preducts to supply
the whole country or any extensive region);

- its gomplexity (whioh is determined by the rete o inter-connections
between the different branches of production as well as between the production
as a wvhole and the local canditians nd resowrces).

There are many types of indwtrial centree accordine to their speciali-
sation, sise and rete of complexity; and each type requirss a special appeosch.

Methods of technical-economic fourdation of an industrial centre appliee
the solution of the follaving questi st ' ’

1. General ewaluation of the conditions of the devel opment ,determination
of industrial centre specialisation and reasomable limit of #s expansion,
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2, Working out variants o combimation of different production branches
in ths centre,

3. Drawing sn economic model of the industrial centre.

k. Caloulation of various balances required (rew materials, fusl, mrg
mr, man-power resources, foodstuffs and trenspartstian).

5. Caleulation of supplemntary bmefits aml working owt related under-
takings.

6. Calculation of general investment and drewing & plan of balanced
develomment of the industrial omtre.

7. Regional ’-~Ing out,

Regional laying out as well as eocnomic modsl embrece both the territory
of the centre itself and the dlstrict of its economic gravitation (ares of
settling mm-power employed, suburban agricultwral sene, vieinity of special
purposes-preserving sanitary sones, recreation sones and reserve territories).

S
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Refersnce: CID/IPE/B.LO
Titles MANGEMENT .S j. F.CTOR IN PROJECT EV.LU.TION
huthor:  STONEHAM

The paper deals with the problams of mamgement in developing countriss
from the point of view of the firinciel backer of industrial projects. It
makes the point thet, provided an ~cceptable feasibility study shows thrt a
mroject is likely to be commercislly vable, it is relatively easy to find
the finance for it provided the proposed manageme nt is of the highest
quality. PFrom the point of view of the lender of money to a project, mou~ge-
ment is of more importancc %'mn the cecurity taken on ths asscis of the prom
joct. “hetever the sscurity, the pre ject stands or falls by the qurlity of
the management.

The best mthod of obtaining mane zament is to marry technical expertise
~f the industry concsrned with local cxperience of the courtry, with both
parties having as large as possible fintncial investment in tho project,’
The mansging azency methad glves & ffering resilts in differnt parts of the
world, but in general is hcld to be inferior to the above method. The
tunkey project is cnsidered to be very expensive and usually brings with
it relatively poor managesont. The recent trend in which mojccts are put
forward at grossly inflsted prices bit with mrima facie very attractive
repaymnt torms is condemned as onferring dubtful bemfit on a country
and leading to indiffer-nt managemet.

Good managemont begins at Board level, tut its focus is the project
manager. He must be allowed to manege, and en Joy the full support of his
Board, Expatriate staff is cxtremely. cxpersive, ard all mrogressive mojects
will have a vigorous training gogreame for locel persomel at all mnege-
nent lovels.
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Referenco: CID/IPE/B.41

" Title: SKILL FORM.TION IN J.P.N

Sut hors H.S.0 YOROMIZ2O

rirstly, efforts wero madc to find numerical relations between
cconomic dovelopment mnd cducational demnd. Through coonomic development -
industrisrl structural chrnges-ocoupational structural changes - md changes
in oducational demand sequence, the importance of lower secondary oducation
in all stages and incrensing demand for uppor, sccondary and highor
odueation along with economic dovelopment ~vas made clear,

Then, the historicnl development of education and wocational

training in Japan was roviewed, /s it is well known, Japan laid more stress
cn cducation in comparison to her cconomic development and one of its
results has boen rapid cconomic growth. Vocational training was mainly
left to individunl enterprises comnectod with their life-time amployment
systam. Tho role by governmontal mithorities Ms beon to set forth
regulrtions to protect apprentices; to provide training Meilities to

nssist tho omployment of the unesployed, nid to anaet goneral standards of ,
training.

Finally, three cases of wcntional education md training in onter-
prisc are oxwined. The first two enses are those of independent vocational
training nnd the Inst one, n cooperative type of training. One independent
cAse shows A woll arranged oducational md training systom. The other
prcsonts ~ training systom vividly adjusted to changos in circumstancos.

It can be sadd from thoso observations that (1) spiritual education through
A training systom hns A very important effect in Japan; (2) the combination
of off-tho=job training with on-thc-job training is cssential and (3) bocause
tho Japanese oducational systam lacks cducation for tochnicinns (a kind

of mnpower botweon ongincers and skilled workers), sany individual comspanies
established special schools to train technicians for their own nceds.
(Howover, recently tho Ministry of Bducation established several advancod
tochnical professional schools for such needs).
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Referenoce: CID/IPR/B,42
Title: CHOICR OF LOCLTICY TN INMUSTPIAL PROJECT EVALUATION
Authort TRIGNIEW ZAJDA (ND ST.NISL/W Z.WADZKI

In the paper the avthors do not intend to discuss either various
theoretioal approaches to locrtionsl analysis in indwtrial project cvalua-
tion cr practical solwions ndortci in some countries, Their oconsideras -
tions and proposals are, however, biscd on their studies on locational
efficicney of industrial plmts location in Poland, It is the authors
belief that their eonsideratamne and proposals are based on assumptions
relevant also to developing cuntrics, Thuy assume that the locational
dceisions ere token a oontrolled by the state, thit comparativc studies
on looational altornatives are necessiry, that the targed is to minimise
the investasnt outlays and operatimmal costs f m indwtrial plant, that
main economic aspects ghould bo oonsidered in the quantitative lecational
anslysis cte.

The ocholoe of loca*ion is an integral prrt of an investment dcoision, -

It 1s necossary to mako an attempt to seperate the investmert outlaye and

‘the cconomic effects o a given location, Tho possibilities and difficul-

tiss of such a calculation arc discussed and 2 scheme of this onlcoulation
is prcoented, -Several alternstives of an indus'rial location should be
oconsidered and comparative studice should be mde. The locational analyeis
and economic calculstion of locational efficioncy should be carried out
from tho poimt of visw of a given indwtrial plent, an induwstrial dranch,
an cconomic region and of a ziven locelity and the national economy as a
whole, There may be scme differences between thess oalculations sinoe they
differ in soope and extent.

The mroposed econamic calculatian should be dymamic, It should take
imo account all foresesahle developments within and outside an industrial
plant, Comsequently it is necessary to look at the lccational anelysis
within fremework on an industrial, regional and national planning,
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Reference: CID/IPR/B.43
Title: ASSESSMENT OF F.CTOR ENDOWMENTS IN INDUSTRIAL PROJECT
EVALU.TION .
Author: KOICHI 3A8A

From our stendpoimt, factor endownments are ecuivalent to actual
resources which constitwe physical, social and human factors required
to produce goods and services useful to us. It may be said thet an
industrial project is a process of transforming inputs into some desired
outputs under given techniques. The inputs to the process o production -
are flows or frastions of resources as we refer to in the text. Economic
development implies, in short, an increase of production which cepends upon
an increase of supply of factors of production, which are in turn cerived
from resources or factdrs endowded. Part I of the text deals with problems
of resources under a broader context, and draws a conclusion that whether a

nation can economically an! industrially develop to the full extent does denend

mostly upon technologieal advancements which enable efficient utiliszation of
her reasources.

Part II is mainly devoted to discussions on locational factors ancd
conditions to be examined before formmulsting and miterialising any industrial
project, because a project should be designed and located so as o zot o
cain from its locational advantage.

Part III contains thres illustrative case studies all hased on the
past and present experiences in Japan. Case 1 stresses importance of
manpower resource for machinery industry which is estimated to have o very

important and strategic position in the process of industrialization. Casc
gives a brilliant example of utilising efficiently domestic resources in
producing vynilon textile by using the technicues developed originally by the
Japanese. Case 3 shows A method of figuring out regional cdifferences in
advantages in some locational factors for industrial complex projects using
petroleum and its derivativee.




' Reference: CID/IFPE/B.uk

Title: INTEGRATION OF ACOOUNTING AND ECONOMIC OONCEPTS OF (OSTS AND
RF)EFTTS IN EVALUATION OF INDUBTRIAL

Author: IR D, LITTLE, INC,

The purpose of this paper is to dov;lop further and describe the ocaloulus
by which accounting methods normally wed within the private ssctor oan be
adapted to provide an optimum technique for the comparative svaluat ion o
+he 't eronamic beuefits' of alternative projects % vhich a mtion's resources
m'ght be allocated. The paper begins by arraying the full range of factors
which should be incorporated into an evaluation from the standpoint of the
private sector, It then describes the adaptations of the rivate sectar
calrulus that can be made to rroduce measwr 68 of eoonomis cost and bersfit
from a national point of view, identifying factars often thoyght nonoomparable
bt vhich can be included in the calculus. The paper then explores the
possitility of isolating and gauging the benefit to a nation of a projct
embodying resources provided by more than one nation, It also indicates that
essentiaily the same calculus is appropriate vhether the propct is public, |
rivate or mixed,

In comparing the analysis o a project from the alternative points of
view of thc entremre.sur and the nation, the mper notes ths utility o
employing the concept of rrivate gain, the concept of social @ economic rrioce
as & refinemert of market rrice and of the altermative opportunity ocost ocon-
cept. It discusses the relevance to the calculus of the conept of the naticn
2% a sorial entity possessing cconomic resources rather than a geographic
arca in which resources are physically sitmted. In suggesting measures
of sociai benefit, it considers that incremsnt which the project will male tc
gross national (or social) product, the excess € valws produced over resource
st in terms of the best alternative and the importance of the distinction
between economic developmant and increasing the level of resoirce use. Atten-
tion is also paid to relationships with the balance o mymnts and to the
possibility of ueing rate of bersfit as a device for the integration of other-
wise noncnmperable costs and bermfits. In o mverting market mrices to acoownt-
ing or social prices the paper deals separately with the problems posed by
wages, vnemployment, goverrssntal and 4retitutional inflwnces on market wage
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rates, dnperes t rates, pofits as an indicatar of net bermfits, factors
supplied by other nations, the value of sales to nationals and sales abroad
and suggests methods of adjustmemt to eliminate dlstartioms occasioned

by subsidies and taxes, In oonsidering the siiniﬁomco of indirect ooste
and benefits the paper deals with employee training, income multiplier

| effects, accelorations in the eccmomy and wtilisation of infrastructure.

| Finally, a simulated model of the recamended calculus is presented and

its limitations disoussed. '

i
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References CID/IPE/B.45

Title: OCOMBINED CRITERION FOR INVESTMENT IN MANUFACTURING
INDUSTRIES IN DEVELOPING COUNTRIES

Authort THE RESEARCH DIVISION -~ CENTRE FOR INDUSTRIAL DEVELOPMENT

Criteria for investment decision-making in the developing countries have
been based on underlying assumptions with regard to their factor endowments and
growth objectives., As such they have stressed the role of capital as the scarce
factor whose cortribution to total product is to be optimized by equating it at
the margin in the various choices, These formulations imply a high degree of
malleability for capital while this does not hold in the industrial production
functions utilizing modern technology. Not only are there very limited possibi-
lities for substituting labour for capital, but there is strong evidence of comple-
montarity between skilled labor and capital, PFurthermore, high productivity is
gererally correlated with both, capital intensity and sise,

If on the other hand imdustry is concaived as°the ammic carrier of
technological progress, which it embodies in the products, equipment and produc-
tion and management methods utilised, therc can then be only limited choice as
betweon capit'.a.l-intenaive vs, hbour. intensive or samall scale vs, large scale
industry.

Some preliminary empirical evidence is presented on thc skills and capital
intonsites characterising munufacturing industriss, as well as on the correlation
between sise and productivity as part of an extensive research project of imter-
national comparison being undertakcn by the Research Division of the Centre for
Industrial Development at the prosent,

A tentative combined critorion for investment in manufacturing industrics
is proposed which is based on this ovidence, and wes the ranking of manufactering
industries on the basis of several single oriteria, i.e.t capital intensitios,
skill requirements, rotums to scale and the growth pattern of industrial devolop-
ment,

It is finally concluded that the underlying rule is one of optimising
per-capita output (i.0. labour productivity) and that investment in manufacturing
industries in developing countrics should be based on the optimal utilization of




the complex ~f resouwrces: oapital-skills by its allocation to those uscs most
conducive to high, long run sustained growth,

o
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Roforence: cIp/IPE/C.1
Title: P-'OU.OW-UP PROCEDURES ~ND PR..CTICES
author: H,T, P.REKH

The ossantinl conccpt of follow-up is partnarship betwecn the
developmort bank and the comprny finwnced by it to bring the project to
successful fruition. The framework of follow-up work is the appraisal
dooument and tha heads of agreemont govarning n project.

While an appraisnl makes an estimtec of the cost and working of
» project, mich estimate 1s bnscd on assump:ions which might in fact not
tum out to be correct, and the cvolution of the project in practice night
tum out to be on considerably differcnt lines to thosec estimated, The
difficultios oncountored in amecution of A projsct relate mainly to delays
in implementing it, cost overruns, m~nagement probloms and later during
the production phise - probloms in doweloping productiom, inadequite supplies
of raw mterisls and marketing problems. 'While some of these difficulties
are transiont, some may not be so short-lived,

ICICI is koonly mware of the problem of overruns mnd dolays wd
keeps A constrnt vigil on cnses which arc likely to fnce difficulty in
this regard, With known problems md genuine difficulties, ICICI has
relaxed its procedures and has nssisted projects cither by providing
the ndditional finance or by re-arrsnging the amortisation sehcdule. The
basie roguircmont for this is to anmticipntc problems beforc they becom
serious nd to provide » floxible rcsponsc to overcome them.

Onc of the by-products of follow-up work is to provide a feodback
for improved appraisnl procedurcs., The validity of tho appraisal ostimtes
would be enhanced to the extont it tries to incorporate in its procedures
the experisnco grthered in the follow-up work.




Referonco: CID/IPE/C.2
Titlet FOLLOW=UP ;
Aut hor: B, BERKOFF

The principal function of follow-up -ctivity is, without derognting
from the project mnngemnt's ~utonomy, to koon the "financing institution"
{nform>d of progress and performrnce ~nd in - "partnership" rel-tion with
the monagement .  Incident-lly, it wovides - chock on appr~is~) nethods,
it may bo instrumontal in obliging manngemont to {nstall cffective [in-nci:l
snd operational ocontrols, nnd it creates conditions favournblc to "~ftcr-
care" nctivity by the financing institution.

i nood follow-up system will includc th- crcation of » neraontl
1ink betwoen finsneing institution andprojoct mnagemsnt (nominee dircctor
or visiting representative, sunvlemented by occasionnl naoclinl" controts
ot 2 higher lavel); and ~ systom of regul~r renorts, at first on the
progress of the factory constyuction ~nd lator on the results of itz
operntions. ‘malysis of the roports by thc financing institution will
axtract key indications of progress showinz vhother the projoct follows
agroed lines, falls within agrocd sstimtes and operates nrofitably and
offectively. These will somotimes nrovide lessons for the mmnagement or
about its efficiency, checks on the financing inntitution's appraisal
sethods and informntion which cw bo usefully employnd in lnter project
avalurtions.

411 follow=up work must be mut in its proper context. Nich revort
should be viewed in the context of the business as a comtimuing orranis~tion,
The finwmeing institution should dofine its rcquirements with carc ord roounest
no more inform-tion than is ronlly necded for its purpose. Carefully
dovisod follow-up activity orn be benefiedel to 211 but dem~nds for unn:cessir
information creste burdons on mn»gement and involve the financing institution
in fruitloss axpense.
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Title: CiSE STUDY: CONVERSION OF MALT. DOCKYARD
A\lthor: Ao"o C’mm

For a lorg time Malta served mainly as a ne'mal base, Milta's economy
was largely based on work in the Dockyard which, together with its ancillary
industries, had at one time accounted for onoc third of Malta's lnbo;ur force.,
Dockyard work was not merely the primary occupation of the Maltcse; it also
contributed to the economic, educational and social structure of the country.
Existing skills, wages and salaries origir.ated mainly from the Dockyard.

In 1958-50 it was felt that a naval base in the Mediterranean was no
longer justified and it was decided to convert the Dockyard into a commercial
concern and to contract severely the military services expenditure in Malta,
The noed was immediately felt to diversify the production sactors and to
concentrate minly on industrialisation and tourism. Two development plans
were launched, one for neriod 1959-64 costing £29-1/4 million, while the
second plan for period 1964-69 involved an investment of £38.4 millioen,

Notwithstanding the £6 million provided for the converesion of the
Dockyard into a commercial oconcern, it proved to be cuite a difficult under-
tnking. Though the fixed assets and a trained labour force were already in
existence, the new Company had to undertake an extensive progromme of
development and modernisation to repair huge cosmercieal ships., The existing
redundant labour force and the decision to reduce it through natural wastages
presented serious difficulties.

Pollowing the change-over, managemmnt was re-organised on commercial
lines and modern methods of technique, education and welfare schemes were
introduced. Maltese personnel were promoted to responsible positions and new
apprentices were recruited.

Future planning includes the construction of a giant drydock and more berths
to take up tankers of 150,000 tons d.w. or over. A World Bank loan would
probably finance these projects.
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Raference: CID/IPR/D.2
Title: ARGENTINA'S SXPERIENCE Il INDUSTRIAL PROJECT EVALU*TION
Author: J.L. VIETTI

The paper begins with a quantitative and qualitative description of
the aconomic features of the Industrial Sector. Against this background
consideration is given to the itess included in the agenda proposed for
discussion at the meeting. \

Within the governmntal organisation there is a Planning Institute
at the national level, and its function is primarily technical and advisory.
In addition, there are 2 number of executive agencies charged with the
achievement of the goals established by the Planning Institute.

It should be noted that this coordinated and united work is n recent
development. A comparison of the existing orgariisation and system for the
analysis and evaluation of projects with the procedures followed a few year:
ago, Zives clear evidence of progress in the technique of eoonomic planning.

As for the strategy of industrial development, the irregular but
gradunl growth should be noted, proceeding from the epoch when investment
decisions responded without control to impulses of the domestic market or
eiternal influences, to the presant in vhich goals and cbjectives of the
sector Are precisely defined in national programming.

The criteria for investment and the proposed methodology for evaluating
pro jects are indioated and it is worth noting that they conform to the
characteristics determined by the "diagnosis" of the prosent National
Development Plan,

Reference is made - withaut the degree of precision required by the
complexity of the subject - to the difficult ies of analysing and evaluating
projects caused by the increase in the general price level and the relative
distortion of intemal prices.

4

In matters of international trade, .\rgentina's msmbership in L'FT. is
noted along with the severe restrictions which limit its flaxibility in the
short-run in the external sector.
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Finally, there is a list of the agencies responsidble for the
industrial development process, a description of those functions pertaining
to each within the organisation of the government administration, and the
existing body engaged in industrial promotion.
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References CID/IPR/D.3
Titlo: NOTES ON Pm EXPANSION or THE CHIMBOTE (PERU) STEEL PLANT
Authort N. M, CAMPOB
L
———

The following poinks are presented-in the papers

1. A mrkot study for iron and steel jroducts is prasented, tho outcome of
which has been one of the veightieat factors in favor of implemmnting the overall
expansion project,

2. A survey of the technological prod\iction altermatives, assuming maximal
operational cspaeity with the equipment currertly installed, as compared with the
maximal operational capacity following the addition of $he new Plate rolling
facility. '

3., Determination of the investment and jrojected operational expenses after
completin: the expansion, allowing for proper dopro'dation, naintenance and over-
head, '

& Development of cash flow projections at various productive levels, ro-
flecting the short term situation, far the purpese of so setting the SOGISA
capacity as to provide for dédt retirepont,

5¢ Analysig of the production tables drawn up by 80GESA, extending fram
1965 through 1970, this latter year being that during which the facility would
reach mndnl capacity, guaranteeing such a profitability of operation that it
can comply with its financial commitments related to expansion and, at the sane
time, achieve complete import mbautution with the relevant favorable reper-
cussions on the courtry's balanse of tnde pawnto.

6, Finally, revolving fund teblos, showing a temtative evalustion regarding
 the financial solutims likely to be given to the problea of implementing the

project,




Reforences CID/IPR/D,L
Title: GLOBAL PLAINING AND PROJECT AVALUATION IN CUBA
Asthort . MIGUEL ALEJANDRO FIGUNRAS, M.A.

Sustained long range econcnmic growth can be achieved only provided it bo
based on a constant increase in the productivity of mswn labor. This must be
kept in mind at all times by those responsible for a study of the ~verues of
developent for poor countries and the framing of proposals to imploment their
thoughts. There is a danger that the planning and evaluation techniques be not
used with a full undérstanding of the reasons for vhich all efforts at developrom
are aimed, thus turning the process into an entelechy.

The planning and evalustion of imvestment projects are vholly complem:n-
tary. One can selsct tho most importamt criteria, the degree of scarcity of the
resources and the medium range objectives to be achieved with certain investuants
only provided there exists a general planning system, embracing all aspacts of
the econcmy. Evaluation, in turn, is the instrussnt which makes it possiblc to
nake the meneral imdustrial dovelopment plan concrete and to guarantee th.t snid
resowreess vield the efficione axpectod of thom once the wholc prosramme was
drawn up,

Long range plans include distribution by feroign trode arsas and the
goreral breakdown the gross mational product should shows These points will
lator be put to work in the ovaluation tasks, affecting the devulopment and deter-
mination of the selsction oriteria to be used,
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Roference: CID/IPE/D.5
Title: IMDBI's CRITERIA FOR +WD EXPERIENCE IN PROJECT EV..1U..TION
Author: M. REZA

1ndustrial and Mining Development Bank of Iran (IMDBI), a private
development finance company whose present financial resources amount, to

o4 mdllion, was established in October 1959 in order to develop, encourage,

md stimulate privote jndustrial, productive, mining and transportation
enterprises in Iran. The Bank has achieved these purposes by rendering
services and granting loans to, and investing in about 100 industrial
anterprises during the past 5-1/2 years.

In selecting industrial projects for financial assistance, the Bank
considers two broad criteriat the national economic profitability
and the commercial prof it ability. The first criterion, which forms the
basis for giving a project priority, stipulates that the project !

- has a low capital requirement per value added
- utilizos domesticnlly produced raw materisls

- provides employment, put not by lack of mechanisation or
poor labour utilization

- contributes to the regional dovelopment and a balanced
industrial growth :

- saves foreign exchange
- contributes to the cumlative growth of the industrial sector.

The second criterion requires that a project is sound economically,
technically and finnneially and that it provides A reasonable return on
the investment.

The Bank's professionnl staff of oconogists, engineers, accountants
ad finmneial analysts evalunte each project by?

- oconducting market surveys on raw materials and finished products

- analysing the choice of site, types of oconstruction, procoss
machinery and equipment

- evaluating the managerial crpabilities of the proposed managesent




- making estimates of capital mnd production costs md by .
pPreparing foreoasts of financinl statements amd cash flow.

Due to 1ack of data, insufficient technieal knowledge and know-how,
-and the entrepreneur's unfamiliarity with the modern industrial set-ups,
IMDBI officers enecunter numerous difficulties in project evaluation.
However, by using their lnovledge, ~xperience and initiative, thoy aro
sble to gather sufficient informtion to appraisc projects and make scund
recommonidotions, ‘

In order to accelerate the rate of industrial growth in the country,
IMDBI has decided to promotc and launch joint stoek compénies in which the
gonoral public will be ablo to invest. To that ond, DOBI selects high
priority projects, prepares completo feasibility Wl; finds compotent
snagement and secures the share and loan capital. The Bank's exporience

in its first promotional activity has been satisfactory.




- n -
Referenco: CID/IPE/D.6
Title: INFLUENCE OF LOC..L COMNDITIONS IN PROJECT EVALU..TION
suthor: .M, BL BARB'RY

Limit~tions in funds, espccially in hard currencies and in skills,
compel doveloping countries to tnko excentionnlly strong measures in
selocting projects for implementation. Regular foasibility studies are
quite essential, dut often provide limited guidance to the final decisions
for project approval due to lack of necessary information and statistics.

Local conditions have deeisive influence on the acceptance or
refusal of projects for implemontation in developing coun;.riu, and
thoir consideration is often A policy issue that governs the finnl
decision irrespective of the results of the rogular appraisal study. The
relntive importance of the local conditions and the inter-relation between
them varics from onc country to anothor and are not the samc for the various
projects in any one country.

The paper touches on some of the most pronounced of these factors
and explains their probable influence on project implementation, citing
noin nxamples in the UiR, where one or the other of those factors was the
decisive influence in the acceptance, refusal or the fixing of the scope
of execution of certain projects in the approved industrial development programwes,

Certain recommondations for the newly developing countries may be
obtained from the discussion of the various factors and, it is hoped that
such rccommendations will prove beneficial in thedr future development programmes,
.. genernl recommendation, however, is that the feasibility of a project in
a develeping country can 5n1y be decided locally, with the prevailing conditions
in the forefront of other feasibility factors, for what may prove feasible
md profitable in 2 developed country, might not prove 0 in a developing
country, while the latter can hardly experimsnt with investment in derelopmcnt
or afford to talke a risk by neglecting local conditions or giving them
secondary importance. o




Reference: CID/IPR/D.8

Title: FOUNDRY POREE PROJECT : C..SE STUDY
Jathor 3.D, JOSHI
b g

The paper cutlines the stages through which a project has to pass
till its complotion. Thesc stnages aro!

{a) Conception stage
(b) Investigation stage
(c) Decision stage, and
(d) Excsution stage

Peculiarities and prodblems involved in each of the stages have
been exAmincd on the basis of the practices prevalent in Indian background.
In the above contex$, as an illustration, the case of Foundry Forge Project,
Ranchi, India hap boen evaluated, Giving A brief historical background of
this project, the paper doals with » review of the present nrogramme and the
tnpgets achioved so far. It then deals with the various aspects of planning
for completion of this Projoct. The economical features of the Project in
various stages, i.e. in stage of formulation and evaluation, have been
{1lustrated emphasising the criterin with respect to commorcial profitability,
earning forecasts, peturn on capital, pricing policies, etc. On the basis
of the experiences during the execution of the project so far, cortain
recosmendations by way of conclusions have beon made in the sphercs of
developmsnt of human resources, site locations, accuracy of proliminary data
for preparation of the project plans, formation of centrsl project evaluation
body, financial controls, cemtralised coordination, etc., for the benefit
of future projected evaluation work in the country.
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Reference: CID/IPE/D.9
Title: GOVERNIENT..L ..SSIST..NCE IN EST .BLISHING INDUSTRI'L
PROJECT3 IN THE PRIV..TE SECTOR
.uthor: P KIST.N INDUSTRI'L CREDIT CORPOR..TION LID.

The Governments of several under-develpped countrics ~re scoking
to promotc industrialisation through private enterprises. For this purpose
it is usuil to grant concessions and incentives of various types with a
view to assisting private entorprise in gaining strength and to smoothing
the difficulties encountered by them. In pursuit of its objective of
industrialisntion within the framework of privatc enterprise systoms,
Pakistan has also experimented with a variety of such measures and
acyuired mich first-hand knowledge. This paper secks to presont some
of the salient lessons based on Pakistan's exporience in this connection,

It is now recognized that economic development cannot be brought
about by merely injecting in the economy the various physical factors éf
dovelopment, On the contrary, conditions must be first croated which encourage
And are conducive to economic growth. In other words, a healthy investaent
climate has to be created requiring the formulation of a balanced and
enlightened industrinl policy. In this connection the problems of a protective
tariff policy, rates and types of taxation, monetary policy, controls on |
consumption, price and distribut ion, the importance of agriculture and the
availability of foreign capital are briefly discussed.

It is unlikely thnt industrialisation through private enterprise
can be promoted by mrasures designed to croante A suitable investment climate
alons. These must be supnlemented by measures of immedinte impnct and
specific assistance to private entcrprise. This is warrmnted on grounds
of urgency of cconomic development, weakness and inexperionce of private
technological backwardness and inrdequacy of capital resources.

The various steps that can be taken in this connection include the
establishment of development banks, development corporations, the publication
of an Industrial Investment Sohedule, pre-investmont advice and the estnblish-
ment of investment centras in foreign cauntries to bring together local and
foreign entreprencurs,




Reforenca: CID/IP%/D.10
Title: PROJECT /PPR'.IS.L IN PICIC
-.uthor: 8.U. DURR.NI

an objective nnd searching project appraisal must form the basis

of financial decisions of an Industri~l devolopment bank. The ex~et

scope nd nature of the exnrcise would differ from projeet to projoect

and country to country. Howover, having regard to the economic conditions
gonerally prevailing in under-developed countrins, it can be said that
projcet nppraisal should not be eoncerned mrely with convontional matters
like cost, profit, terms of lonn, ete. Instead, it should be broad in
scope and cover aspects such as impiet of the nroject on the aconomy, devele
opment of a sound entreprencurisl class, growth of new industrics, economic

silisation of resources, etc. Business risks in under-developed countrics
are usually larger than in advanced countries, The project appraisal should
reflect n balanced attitude towards risk-taking; merely because a project
does not com: up to norms and standards established in advanced countries
should not condemn it for rojection. Developmsnt finaneing rathor than
more finencing for prefit should de the keynote of the bank's operation.
Finally, the cmphasis in appraisal should not be on finding weaknesses of
the project as of correcting them. positive outlook rather than negative
screening, is essential if devclopmont banking is to be successful.

PICIC which is the leading Industrial Devolopment Bank of Pakistan
his sought to follow these objectives in its project Auvpraisal, This paper
seeks to outline PICIC's technique, problems and experience of nroject
appraisal of medium md large sised industrinl projocts.

The basic purpose of projoct appraisal is to aseortain whether the
project is sound and to effeet such improvements as would enhance its
viability. This involves a careful examination of all the aspoots of the
projoct. Speciaf attention is, however, paid to the following considerations
which are discussed in the paper: namely, market md marketing arrangements,
technical soundness of the nroject, the finmncial prospects, the management
aspect and the final economie impact.
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Reference: CID/1PE/D.11
Title: SOME FROBLEMS REG.VING THE BCONCMIC BFFECTIVENESS OF
, CAPITAL I..VESTMENT I THE POPULAR REPUBLIC OF BULGARIA
Authors IVAN IVaNOV '

The coonomic effectiveness of capital jnvestment is always an acuto
mational problc’m. It 1s of the greatcst importance for a nation that the menns
employed for industrial development show maximal effects, The greater the effoct,
the more Jjustified the measures taken,

This report analysecs the ways and rnicans we employ in order to find an
optimal solution for our economic and taechnical problems, It shows the limk of
planned capital investments with the balance of n.tional production and acewulated
national income. Th: report outlines a difference betwesn econoric effect and
econordc effectivaness and stresscs that cconomic effectiveness is both zoneral
and specific, .

Instances are examined where a search for the general effuctiveness of
capital invaestment is mnde, showin: methods and foruulas for its calculation,

The probleis of eomparative effectiveness of capital investments are
examined in more detail, Exaiples are shown of how the gearch for this conpara-
tive cffectivenuss is conductod, Presented are the standards of fixed time and
efficiency, rejarding both thc overall and additional cenital investuents. The
fact is emphasized that relative effactiveness presupposcs a correlation of rore
than two variadles for the solution of one and the same proovlem. Stressod is the
need to find, first of all, the effectivenoss of the zeneral capital investrent
and, after the general plan has been found suitabl~ for adoption, only thon should
the search start for additional effective investrenmt, in deciding whicii of the
possible alternatives is most expedient for implenmentation.

®  Methods are presented for the corputation of comparetiwe effectiveness and
formulae are given to aid in this calculatioms The report alsoc doals with several
problems of ocapital investmernt in foreigr trade exanining two basic indicators =
the budget and curroncy returns, In this@nneotion, methods are shown for the
ocomputation of the producticn available for export.

The author hopes that the questions he raised will be of imtercst to
this Symposiun,

S




Referencs: CID/IPR/D.12
Title: SYSTM OF .PPR.IS'L OF INDUSTRI..L PROJECTS IN YUOOSL'.VI.
‘athors M.V. PRIOVIC

The system of administrative control of the economy h»s been abandoned
in Yugoslavia "nd ths nrinciple of workers self-managoment introducoed., The
decentralisation of resources for enlarged reproduction has been introduced
and it is still being carried out in such a mmner that during the
distribution of national incomo the greatest part of thess resources is left
to the enterprises, i.0. direct produwcers. The role of banks is becoming
stronger; the banks coase to be distributors of resources given to them by .
the social-political communitios and are becoming institutions working in
accordance with economic principles. The investment dacision is made by the
enterprises nnd this decision is not subject to any other approval dy
governmant organs,

Tharefore, the entorprises-investors and the banks mks the appraisal
of projects amd are rusponsible for the consequencss. In addition to this,
the banks mnke th, seloction among several similar projects in cases whon
credits aro roquested.

The invostors make investment docisions on the dasis of the investmsnt
programms, i.0. A document ennbling them to oxamine the justification of
the investment project. In view of tho important role which thoy play,
ths banks must prepare themselves for that role in advance., Their main
oriantation is the preparation of general studics on individual industrial
branchos, preparation of special analyses for making decisions on
principle on crodit granting as well as preparation of spocial studiee on
parnmotaors for individual economic branches.

Tho banks gramt credits by momns of competitive bidding or diroect
negotiation. The competitive bidding is an instrumont which enablss insight
into all potontial applications for credit and to meet the needs for some

spocial products by salscting tho best projects, oxisting in a certain
period of time.




The criteria for appraisal are: profitability, influence on the
oountry's bnlance of paymemts, capital coefficient, productivity of labour
and othar oriteria,

Tho determination of project viability by the banks is made by method
of ocomparison nnd method of dismemberment according to A special procodure
consisting of detailed axamination of the contents of tho investmsnt programme
from the economic, technological and technical point of view.

The criteria for seloction of the most favourable projects are the
snme or similar to thosc used for appraisal of tho projects, wherodby the
credits are granted only to applicants mecting these criteria to a higher
dogree.

Tho banks follow the construction of the project and they also
follow the results achiswvnd after completion of the project.
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. Roference: CID/IPR/D.13
. Title: EXPERIENCE IN INDUSTRL.L PROJECT EV .LU.TION IN NIGERI.
‘uthor: G.... F.’.‘lO!?

One of the main prohlems of the developing countries is industrial-
isation which is the only way by which thay can raise the standard of living
of tho peoplo and produce a substantial proportion of their basic
roquirements. Govemments and peoplc cormectod with industrinl development
Planning should have spocific targets for thoir plans, be ablo to idomtify '
prodblems that may obstruct their succoss ~nd astablish only such projocts
as will, othor things being equal, contribute to the economy.

Direct government intorest in development projocts was not
particularly noticenble until the attainment of independence whon all the

‘F governmants of the Fodaration were faced with the stark roalities of the
modorn age and the complicated problems of fonding for their poople. Nigeria
» has accepted the challange "nd efforts so far sade have boen encouracing.
. Bach Regionnl Govornmont 28 well as the Foderal Government now hs not
‘ ' only institutions for project development but nlso thoso for evalurting

. and financing projects.

i-Jthough Nigoria is n free enterprise nconomy where privato invesotrs, !
R hving satisfied thomsolves that certain projects would be viable, '
I establish industrinl projects and recruit thoir own technicnl staff, the

govermnments, noverthelcss, assess the contributions that these projects,

sspacially those requiring incontives, can make to the country's cconomy

and have training programses for the supply of their Mn=-power requirecments.

Rfforts are being mide to encourage projects which will up-grade local

rew materials and oarn foroign exchange ns well as will lead to import

substitution.




Referoncos CID/IPE/D.L4
Title: COLOMBI . EXPTRIENCE IN INDUSTRI..L PROJACT EV.LU TION
uthor: 1. P.XR -PRN.

The Colombian Government is reluctam to be dircotly engaged in
goods production. The bulk of tho indtustrial projeets are designed and
promoted by the private sector.

There are two agencies, closely nssociated with the government
wnd acting in the design of industrial projects: the Industrial
Dovelopment Institute (IFI) and the Technological Research Institute (IIT).

Tho main sourcaes of financing of long-term capital for industrial
projocts arc the Private Investment Pund (FIP) and the Mnancing Corporations.
Thoir evaluation of industrial projects is focused on the appraisal of the
commorcial profitability from the viewpoint of privatc onterprise.

The Superintendence of Poreign Trnde servos to allocate tho
available resources of the country. The evaluation of industrinl projosts
in this instrnoe is focusod on the msasuramonts of the foraign exchange
benefits derived from the projects.

The Specific Projcots Group loecated at the Colombian Planning Office,
has so far concemtrated its efforts in nalysing those projects in serrch of
foreign financing. Most of those projects have boen of the infrastructure.

The objoctives of tho difforent Colombian agencies in evaluating
industrial nrojects aAre not always the sws; tha Aspects evaluated by
each ono of them, therofore, do not alwys coincide.

Evaluation of projects in government agencios do not always include
a detailed analysis of tho charnctaristics and effects of oach one upon tho
coonomy. The technical staff is not sufficiemt. The information available
is not alwys sufficient or adoquate.

It 1is in the Specific Projects Group of the Planning Office where
a comprehonsive and detailed evaluation of projocts ougit to be done. The
difficulties hore aro:




a)

b)

Nost projects submitted to the Group havo been in
infrastructure where objoctive evaluation is often
diffioult.

Most of the projects sent to the Group for cvaluation
do not really compete with each other for a share of
the limited rescurces. Budgetary allocations are made
to governmental agencies on the basis of programmes
vhich refloot political considerations rathor than sound
projects. This boils down to the fact that studies

Are mde to improve or revise projects rather than to
approve or disapprove thea.




Roferenco: C1D/IPE/D.16
Title: JPPRAISING "N INDUSTRI.L PROJICT IN INDI..
.Mthor! IC1C1

The cssemtial fnotor in projcct ovaluation is to arrive at an
indopendont Assessment of the viability of the project, and, on this basis,
to Arrive at a financing decision. The basic consideration for a privately-
owned development bank like ICICI, oporating in A mixed oconomy and
financing entorprisocs in the private sector, in assessing the viability
of A project is to determine its commorcinl profit ability in tho market
situation prevailling in tho economy. However, the rangoe of commereial
profitability can be considerably wide; this enablos the development
bank to trke imto account other factors in determining its finaneing decision.

‘n import nt function of a devclopment bank is to strengthon any
weak links in the projest. In ensuring adequate mens of financing the
projoct, ICICI has, ns a general rule, preferrod a strong oquity bnse for
a project, both to keep the burdon of intercst payment low in the _
construction phaso of the nroject and to enable the project to have A rescrve
borrowing capacity in crse the financial roquiroments of the project incre~so.
Markot cstimntcs, oven in 1 planned economy, tand to prove wrong and need
to be cross-checked.

i development bank has its own policy framework within which it seeks
to operate. For eaxsmple, in the case of ICICI, policy objectives seck to
favour tho financing of non-traditional industries and of sew ontreprencurs:
in both these respocts, ICICI objoctivns are in conformity with the Aims
of the industrial licensing polioy in India,

Davolopmont 4is a long dram procoss and ns it proccedsit continunlly
brings within the ambit of viability other projects. .. development bank,
thereforo, s to take a long viuw of developsent .




Reference: CID/IPE/D.17

Title: STANDARDS APPLICAHLE TO THE SELECTION OF INDUSTRIAL FROJECTS
IN CUBA

Authors C.P, ANGEL PERNAS

Tho problem of standards applicable to thc evaluntion of industrial pro-
Jocts from tire point of view of the need for a prospective development strategy .
defining the critical factors limiting the development of an economy is outlined,
Starting from this premise, and showing thc significance of the objective factors
which cannot readily be quantized, as well as some subjective ones, the main
role of a "rational" analysis in tho final selection is raoviewed,

A study is made of the case of Cuba, explaining the foatures of itz eco=
nomy and the world economic trends suggusting speoialisation, The factors which
1imit development are the following:s 8) a scarcity of foreign currencies; B) tech-
nical and organisational investment capabilitiess and c¢) the scarcity of qualified
labor.

The overall selection process is criticized, leading to the clioice of an
evaluation systau based on & mixed criterium, in which a preliminary priority ‘
order is set, allowingz fr a main evaluation factor, which is modifiad according |
to the other partial factors and rational znalysis: ‘

The proposed factors are:

- tims available for paying the foreign exchange invastment

- plus value duo to spscialists

- vd: added by intensity of inmvestusnts in civil cngineering and assembly
wo

- total investment for spared foreign currercies

- irwestment productivity

- labor productivity,

Finally, practical solutions arc given for the evaluation of projects
related to the theme of social ocontiol over an economy, and it is rocommonded
that an overall ecenomic analysis be conducted, in order to avoid misapprehon-
sions in the determimtion of the olements restricting developmnt, in view of
their variable nature,
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Referonocet Cip/IrPR/D.18
Titlo: IR'N'S EXPERIINCE IN INDUSTRI L PROJECT BV-LU .TION
.athor: K. IRAVANY

The industrinlisntion progrrsme of Iran was started ~bout 35 years ~go
by Resn Shah the Grent. Thr Pirst nand Sccond Seven-Year Plan were undertiken
during tho years 1948 to 1962, The Third one is a Five-Tear Plan, onding

in Mareh 1968. Tho objective of tho Third Plwn was to nchieve 2 growth
rate of 6% pe~ annum of gross national product throughout the plan pericd.

Totnl Alloention of public funds for the Third Plan was 2,666 million,
of vhich 1292 million was for industry and mines, Private investment for
industry and mines was estimnted at 4550 milion ad will be supplemsntod by
the transfer of nllocated public funds through Covernmsnt agencies.

The function of planning during the three plan periods wns the
responsibility of the Plan Organisation, However, during the year 1964, the
Government transferred this responsibility to the individual ministries and
the ~uthority of coordination and Alloontion of funds wrs left with the former.
‘coordingly, the Research Centre for Industry and Trade was established
in the Ministry of Boonomy with four divisions. One of these is the
Industrial Project Evalurtion mnd Prepapntion Division.

In the ultimte wnlysis, it is the consumcrs who decide the success
or failure of nn industry. The quality of products and thoir prosentability
is, therefore, the domimting f~ctor in project evaluntion, Other factors
are nlso important, such ns: a) social bonefits; b) utilisation of wnste-
products; ¢) utilisntion of existing skill, md d) imtroduction of 1lnbour-

intensive industries, oto.

The Industrinl Project Evalu~tion and Prepnrntion Division seeks tho
assistance of UN ndvisors in evnluating large-scnle now projects. Iranian
tochnicians have carried out projects on smgar And cement industries, for
which thoy Mve already acquired the tcohnique. Project evaluation for
some of the basic industries is also undertaken through oconsulting

engineering firms.




Partioular nttention wvas given by this Division to the evaluation of
industrial projects for n regional development programme. All the Available
statistical data are being used systemnticnlly for projest evalustion work.
Diffioculties Are being experienced, howewer, in obiaining itemised import
statistics nd comprehensive market survey data on different industrinl

mt.o
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Refrrence: CID/IPR/D.19

Title: PROJECT EV.ALU.TION 1D DEVELOPMENT PL.NNING
;uthors 3.B. .XGUR

In Turkey, preparntion And evaluation of industrial projocts are
enrrind out in Accordance with principles and critoris indicated in the Plan.
The Plan has been preparod to cover the economy ns » wholo in which the
public and private sectors function side by side.

Investment targets for tho public sector will bo readjustod according
to the volume of investment Actually made by tho private sector.
i Basic invostments, powor supply, irrigation, dams, must be
made by the State

i{ Productive investmcnts: The public sactor will readjust their
programmes to assurc the realisation of the hocessary invest-
mont, if the privatc sector does not invest in an expected
field. The ostsblishment of mixed enterprises will not in
principle be encouraged.

The objective of scctornl development will be to use natural resources,
invested eapital, and manpower in the most economic way, to lay the foundations
of sustained development, to prevent imbalances and bottlenecks in inter-
sector relationships, to promote the development of sectors producing axport

goods and those producing import-roplacing goods.

In order to dotermine production targets by sectors, a fifteen sector
input-output tablo was constructcd. Specialised sector committoes were set
up to collect basic data for the Plan, .fter calculating the additional
capneity to be established in order to meet the domand which existing cnpacity
is not able to satisfy, the optimum cnpacity of production units wns aostablished
And broken down by yoars in order to mke it consistent with demand. In
determining the units to be added to production, project proposals were
collected from state organisations and evaluated separately in relation to
sectors. Since resources such As capital and foreign exchange Are more
limited than others, thoir allocation to projects had to be based on a
systea of priorities.
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In industry, the yearly average rate of grovth is expected to be
12.9%. The aim is not to manufacture every kind of product in the country.
Production will be doveloped in fields where comparative cost AnAlyses
appenr to give favourable results. Industrinl locations will be selected
with n view to increasing total productivity and promoting a balanced
interregionnl development. [.cceleratod depreciation will be applied.
Encouragemert will be given to raising the peromtage of domestionlly
produced components,

Investmont will be mde in accordance with general and far-sightod
eriterin by taking into consideration technological poesibilities and
progress. While doing 80, inequalities wwng the rogions shall be minimiped.
The State will make stratogical investments in the fislds in which the private
ssctor will not participate, Priority shall be given to the industrial
investments which will contridbute to the soccial and econcaic developmsnt
of the rogion, as well as to industries which will produce capital goods
mnd export goods. -
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Referonce: C1D/IPR/D.20 .

Title: THE GROWTH OP THE INTERN.L M.RKET IN REL..TION TO THE
. STR..TEGY OF ICONOMIC DEVELOPMINT

!uthor! ROMO1O REN..

fhore is no cconomic development schome that is walid for each of
the underdeveloped countries, in view of tho great diversity of situations.
Nevertheless, certain schemes can provide useful references for the
identification of the essontial oloments that are present in many situations
of underdevolopment .

This report nssumes as & primary objoctive, in tho oase of A Vory
underdeveloped country, the expansion of the internal market, by giving
priority to the estnblishment of selocted industrial plants intended to
promote those csonomic sectors for which the country display® A growth
potential based on natural resources, tradition or cther relsvant factors.

Tho tako—off operation should bo Achioved not by the introduction of
regular and cvenly-dividod investments and efforts throughout the entire '
country, but by creating stratogioally situated dovelopmmt poles, oven ir
thoy do not immodintely affoct all nroas of the country.

i. devolopment pole founded on A nusber of basic plamts must naturally
be carcfully planncd as regards its int rinsic structure of economic
production; its institutional framework must also be conceived for tle
training of moagment and technicl oadros from vhich tho managerial
class of the country must of necessity derive.

Tho institutional structure of the agmecy mtrusted with the
direction and control of the development pole should be based on & mixed
formula that nssures, on the one hand, participation and control by the
State.and on the othor, the collaboration of private capital.
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Reforence: .  CID/IPR/D.22

Titles OPER..TIOM.L PL.NNING OF :. SPONGE IRON 'ND CONTINUOUS
C .STING ROLLED STREL PRODUCTION PROCESS
Juthors H.... R.VEW.NM

~

The need to adjust the technology of stoelmaking to available raw
mterisls and to economic requiremsnts wnd market conditions suggosts
strongly Alternative processes for industrially omerging countrics.

The paper ocutlines prineipal features of the Hyl-Sponge iron process
which usos instoad of metallurgical coal, natural gas as reducing medium,
It traces briefly the developmnt of this novel procoss as an example for
indigenous industrial developmort with the help of intommational technical
cooperation. It suggests the application of continuous casting as a
further means to achieve the objectives of small capital and production
costs bosidos tochnical suitability.

The report after oconvoying information on operational performance
of continuous casting machines, discusses prodblems of integration of
melting and casting operations. 'fter introducing the conception of
availability an iron balanoce is set up for a procoss modol composed of the
reduction, the casting and two finishing stages, whereby for oaoh rocoverable
md non-recoverable losses are takon into account. Possible rates of
production based on individual operational parameters are derived with the
holp of partly analytical and partly graphical ropresentations. They Allow
to harmonise casting and melting operations with respect to individunl
cnpacities and operational scheduling.

.n appendix ocontains the derivation of relations quoted carlier

and of fers an exraplo of operational production planning of components of
the roducing and the continubus casting sections of the procoss.




Reference: cID/IPR/D.2)
Title: INDUSTRILAL PROVECT BV/1IU.TION IN JORD/.N
suthors SAGR K/N'R

———

Industrial developmemt in Jordan has been phemomsnal. Incoms
originating in mining, samufacturing and electricity has increased from
JD 4.2 million in 19% to JD 11.7 million in 1963. Since 1954 & mumber
of medium and large sise industries have been astablished. Between 1954
and 1962 the number of industries (employing 5 persons or more) ms
inereased from 421 to 1412 and persons engaged in these establishments
incronsed from 6200 to 14,900, .verage labour productivity in 1963 was
JD 011,

The private investér has been developing A keen apprecistion of
technicnl mnd coonamic viability considerations. The Chember of Industry
has becoms an offective coordinatc. between the private nnd the publie
sestors,

The Government role in industrial development is eesentially
regulatory and promotional As to protect the public interest and foster
actively industrial growth,

The Ministry of National Beonomy, the Custom md Excise Department,
the Jordan Dovolopment Board, tho Industrial Development Pund, and the
Ministry of Pinance are the Governmsnt Organisations whioh are concerned
with induetrial development.

These crganisations work with limited staff with limited experience.
This situation results in improper project evaluation. This hs been
improving through higher education and praetical trnining. In soeking
immedinte solution to this prodlem, the Government has sought the assistance
of national and intamational agensies,

In medium nd large sise industries, mnagerial md technical
imow-how is provided by tho supplicrs of machinery or by foreign orgrnisations
and for small sise industries 1losal empertise provide the tecimical
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inow=how, Poreign rosearch institutes umally earry out g.n.mmy
studios for Jordan industriocs,

Lending policios pursued by the IDF allow the finmeing of 30-40
peroant of tho total cost of the projoct.

In som caros, Govornment participation is sought by stock companies.

In appraising industrial projects, the Governmmnt applies the
following considerations:

1. Vhether or not other similar industrios exist and

_ limitntion of compotition.

2, Volume of production and w lume of local mnd extermal

. domand , p
3. Savings and/or enmning of foreign exchange -
b, Comsinoial profitability - ' h

5. Contribution to national product and employmsnt.

The Sovon Year Plan for Jordan's Economic Development wns prepared
to nchicve tho following objectives:

1. Reduction in the balance of trade deficit. |
2, Increase in por oapita incoms.
3. Reduction in the level of unemploymont

Tochnical assastrnco programs provided by mtionr)l and intemntional
organisations oconstitute an important wh}cln to train loeal porsonnel.

On the m&ummm rnd organisational levols, the Seven Year

Plan proposed the following measures with a view to improving project
evaluation procodures and practicess ,

1. Establishment of an Industrial Poliocy /dvisory Council
reprosent ing aAll concemed departamts

2. Restructuring of the Ministry of Netional Boonosy
a. The Industry Sevtion

i. Licensing and Statistics Division

11. .Jdvisory Division
b, PForeign Trade Division
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Creation of Standards BDureau

Creation of shares committeo responsible for Government
held shares in Industry

Reorganisation of Customs and Excise Department
The Creation of an Industrial Development Bank

-
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References CID/IPR/D.25
Titles PROVECT EVALUATION IN BOLIVIA
Authors ALIPAZ ALCAZAR, M.A.

Three basic aspects of any project are taken into consideration when
evaluating projects in Bolivia: a) the economic factor, mamely a justificetion
of the use recommended for the resources; b) the technical aspect, memely a justi-
fication of the proposed technical alternative; and ¢) the timeliness, making for
ready implementation.

In addition, priority oriteria appear when dealing with a rational plan,
since there is a need for relating soclal interest consideratims to those of
private interest. This accounts for the importance of achieving a proper balance
between the profit earning capacity concept, which domimates the evaluations
made on private criteria, and the views featured in socially oriemted projects,

It is clear from the above that project selection is very important with
due allowance, in the first place, for the main objectives of the National Flan
and, then, public and private intcrest,

In order to achieve this result, we apply various criteria, the
main ones of which may be nentioned:

a) Boonomic feasibility, namoly the extent of thc profits to be derived
from a projoct. The use of this critorion tends to bring about the highest
possible profit from each unit of capital invested in the project,

b) Capital turnover rate, a factor used in an attempt at measuring capital
productivity in a given time, not in terms of profits, bt rather of a ratio to
the gross produc.. valus,

¢) The plus value por unit of investment committed, a yardstick designed to
measure capital productivity in terms of the Nationel Product, This oriterion,
which gives a measure of the product—capital rclationship, is very important
socially,

d) Capital intensiveness, refurring to the greater or lesser use of oapital
required for the purpose of the project.
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' ) Amount of employment oreated per umt of invosted capital, .

) Increasy in labor force productivity.
8) Marginal social productivity of the capital, in terms of its contribution
- to the lational Product

h) The foreign ocurrency factor, making it possible to strike a balance be-
tween inocoming and outgoing foreign currency, as a result of the ecopomic process
vhereby “here is a tendency to the substitut ion of the National Produsts for im-
ports, and to an increase in exports. This is an important factor, for which con-
siderable allowance alwags is made. N

1) Benefits-cost relationship. Unlike the ¢riteria memticned above, which
bear on isolated factors, this oriterion endeavors to weight them according to
\l: social requirements, in an effort aimed at maximising total productien, while

‘ using a minimm of th: resource complex,

7/ ~' L] .
& In reslity, these pre-establishod criteria are complemented by others
A . mch ass ' '

a) Preforential treatmsnt for the projects which return their investmemts in
. a short timo, Its application is of interast in countries such as Bolivia, where
capital is scarce and Bank rates are very high,

b) Project completion. This oriterion gives priority to th: completion of
projects that were initiated and remained paralysed for the lack of rosouroces,

o) Oe-piomury nature of soms projects,
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Reference: C1D/IPR/D.26 _
Titloe: PROJECTS R INDUSTRI..L DEVEIOMMENT IN IR'Q
athor: B'SHIR 'L1-D!BOUNI

Irag is m agricultural coutry bt it possesscs meny natural
rescurcss for industrial development, Prior to 1958, a wide progreame
wAs sot by the Development Board to detarmine industrinlisation possibilities.

Mmerouws industries were rocommnded for ostablishasnt, ineluding
the following:

(1) Rayon piant, (2) Textile mdll, (3) Sulphur recovery from
naturnl gas, (4) Paper plant, (3) Steel fumace, (6) Fortiliser plant,
(7) Datos industry, (8) Petrochemical industries, (9) Caustic soda,
(10) Glass factory, (11) Pharmaceutical, and (12) Building matorials.

wmtdytb!ulpﬂ;'m—mnaourhdm oxcept for the
following: '

(1) Sugar factory at Mosul, (2) Textile factory at Mosul, (3)
Coment factory.

ifter 1 July 1958, the Development Board was abolished And A now
progrramo was devolopod in which the USSR participated in supplying nd
sapervising the construction of the following industries:

(1) ‘atibiotics md Pharmronticnl plnmt (expocted to be finished in
1966) (£6 million); (2) .griculture michinery (undor construction);
(3) Wtional shoe factory (£ million); (&) Crnning fnctory in operntion
(€3 mlldon); (5) Buld factory; (6) Sewine factory; (7) Woollem tewtile;
(8) Olass factory, (£6 million).

The rost of the progrrame wes cariod cut under comventional
procedures and A number of intormational firms Mve beon selected to comstruct
the following plmts:




(1)
(2)
(3)
(&)
(5)
(6)
§)
(8)
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Rnyon plant (under construction ) £12 million

Pinc textiles - £7 million

Prper plnt - £10 million

Sulphur recovery plmt (undor construction) £8 million
Pertiliser

Petrochemical (consulting serviocss)

Power stations, 300 megmmtt

High tension line
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Reference: CID/IPR/D.27
Titles i STUDY OF THE FEASIBILITY OF . MEN'S HOS
W, NUFACTURING F.CILITY FOR NIGERIA
Awthor: ARTHUR D, LITTIE, INC.

Por tho Pederal and Regionel Governmerts of Nigeria and the U.8, Agenoy
for International Development, arthur D, Little, Inec. is oonducting an industrial
developrent assistance program. In conjunction with this program we have examined
tho feasibility of manufacturing men's and childrents hosiery for domestic use
in the country.

In assossing the demand for hosiery in Nigoris, we invcstigated the sise
and composition of the mrket, the mterial, design, qulity and pi-ico of the
products consumed, probabla competition from exportars, and the existing pattern
of sales and distritution in Nigeria. On the Lasis of import statistics, inter-
views Wit major importars and market sampling, we estimated what portion of the
market is constituted by men's and children's hosiery, defined two basic types
of knitted products and three qualities of socke being imported into Nigeria, ce-
timatud the export origin and volume of each grade and projected market structure
and sise to 1974,

Using the market analysis as & basis for dofining the product quality
and volume most appropriate to Nizeria, we out lined tho mamtm‘\ring Proceoss
for an integrated mill capable of producing 150,000 dosen pairs of socks per
year, Wo prosented a flow diagram, desoribed in detail each oporation involved
in the process and prepared machinery investmont schedulcs for two plants, one
producing a looped-too sock on double-ocylinier machinery and one producing a
soamed=too sock on single-cylinder machinery.

Based on an annual production of 150,000 dosan pairs of lock)a on & two=
shift, 300-day basis, we propared astimites of tho costs, sales price and profi-
tability for both plants. In addition to the cormercial feasitdlity of the
hosiory plant, we analysed the eonomic bonafits of the factory $o Migeria and
dosoribod the imvestmont climate of the country.
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. Arthur D, Little, Ino. ocncluded that a hosiery factory would be both
feasible and desirable for Nigeria., We recamended tho cstablishment of a
factory to manufacture men's and childrents socks on a combination of double and
singlo~cylinder machinery, We suggosted tht mamufacturing emphasis bo placed
on double-cylinder knitting machinery, but that tho exact ratio betwoen double
and single~cylinder mchinery be decided at the time the factory is establishod,
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¢ Reference: CID/IPE/D,28

Titles A STUDY OF THE FEASIBILITY OF A CASSAVA STARCH INDUSTRY
. IN NIGERIA

Aut hori ARTHUR D, TITTLE, INC.

Por the Federsl and Reglonal Governments of Nigeria and the U.S. Agenoy
for International Develcopment, Arthur D, Little, Inc. is conducting an industrial
development assistance program. In conjunction with this program, we have analyzd
the technical and economic feasibility of establishing in Nigeria a cassava starch
Andustry 80 supply world markets, This study is an outgrowth of a previous report \
on international markets for cassava products in which we concluded that world
mrket potcntial is sufficient to justify cassova starch manufacturing,

Tho analysis focusad on two problems: 1) assessing the existing and ‘
‘F potential supply of cassava and 2) evaluating the economics of starch manufacture f
in Nigeria, Detailed consideration was also given to posible location ¢f the in-. )
dustry, problems of land tenure and acoquisition, and Migerials investment climate.

\
’

‘ / In assessing cassava supply, we studicd the availability, dependability,

' ' and suitability of supplies from local farmers and alsc the feasibility of plantae
tion-grown cassava, In evaluating supplios fror farmers we considored: 1) prezent
markets, prices, and distribution patternsy 2) agricultural practices, farm sisc,
ylelds, and starch content; and 3) the location and concentration of cassava-
growing areas with respect to an export-oriented industry, In evaluating the fea-
sibility of rowing cassava on a plantation scals, we considered the capital ine-
vestment requirements, operating costs, agronomics, and profitability of a cassava
planirtion used as either an altornate or a supplemental source of supply.

In evaluating tne econcmics of a cass~va starch plant, we analyzed the
capital requiremerts, operating costs, and probable profitability of such a plant.
We obtained process information and ecquipment costs from principal manufacturers
of cassava stareh processing equipment, and prépared investment am operating cost
‘ statements, cash flow analysis, and roiurn on investment analysis for various
: oonditions of produstion volume, raw mterial costs, and starch selling price,




On the basis of our analysis, Arthur D, Little, Inc. recommended that the
Migerian Goverrment encourage the aestablishment of a starch industry with pioneer
status and provide assistance in the following operationss 1) looating and improv-
ing suitable factory and plantatimn sites; 2) organising both a cassava plantation
~ and a local farmer procuremsnt system; and 3) neking electric power available at
favorable industrial rates. We also suggested a location for primary consideration
based on its low land-clearing and water transpartation costs, labor availability,
and present volume of production exceeding food requirements, ’
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Reference: CID/IPE/D.29

Titles A STUDY OF THE FEASIBILITY OF MANUFACTURINC OPPORTUNITIES
FOR CONSTRUCTION PROIXICTS IN NIGERIA

At hors ARTHUR D, LITTLE, INC.

For the Federal and Regional Governments of Nigeria and the U,.S, Agency
for Internationel Development, Arthur D, Little, Ine, is conducting an indus-
trial development assistance program. In conjunction with this program, we exam.
ined the current condition and futurc pruspects of the building and conestructicn
industry in Kigeria tot 1) relatc the expected dewnnd for all types of materials
to Nigeria's resources and capabilities; 2) identify products which o rensern-
bly bc considered for mamufacture, oither in whole or in part by priv:te investors
within igeriaj and 3) determine the cnginesring and sconomic feasibility of
manufacturing specific products or groupe of .roducts that meet the screnning
criteria,

\

We conducted our research in two phases, The first phase involved 2 full
exaninntion of the curremt condition and futuro prospects of the building and
construction industry in Nigeria, coupled with an examinction of more than 30
product possibilities. We scireened such basic construction matarials as glass,
metal, clay, wood, plastics and concrete plus a broad range of fabricated pro-
ducts derived from these nmaterials and then sclected spucific products for
possible manuficture, The second phase involved an evaluation of tha market,
rav materiils, engineerin;, and over-all economic feasidility of manufacturing tle
solected products, giving dus consideration to typlcal building practices and to
eonstruction alternatives ncceptable tc the Nigerian enviromment,

A large nuaber of potential new busincss opportunities wern screenel,
but most were eliminated bacnuse they did not have the potential to contribute
to the economic viability of ~n indigenous industry., In several cases in which
negative conclusions were reached after some degraee of quantitative analysis, wo
included n discussion of the problom in the report, indicatini the rationals for
all conclusions,

iarket estimates wore developed from dota such as import statistice and
construction cost and activity estimctes, supylemonted by qualitative information
on typical structure and design details and building costs relevart to differert




regions. Recognising tnat markete for an individual product are gonorally
quite limited in sise, we prepared manufacturing cost eetimates for minimusm-
sised facilities in most caeos, Locally relevant operating cost factors were
used wherever jossible and plant design and labor requirements for proposed
opsratione wre based on efficient, normally acceptablo operating practice.

As a rosult of our screening process, anrket surveys, ond economic
feasibility analysie, we selected four products offering potontial for moderate-
sised manufacturing operations - lime, welded jipe, crushed agaregote, and pro-
cast conorete products. Por cach potential vent ure, we propared detailed analy-
sis of market potential, possible location, mode and capacity of operation,
labor requiruments and costs, {rwestmert and operating costs, and profitability.
Our amlyses were sufficiently detaiiad to permit the potential entreproneur to

’ make an investment decision without extensive additional study and were supple~
mented by a detailed discussion of the {nvestment climte in Nigeria.
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Reference: CID/IM/D,30

INDUSTRIAL PROJECT EVILUATION IN THAILAND
KRIT SOMBATSIRI

3.

The promotion of industrial expansion in Thailand is a pi.nciptl
objective of the National Economis Developmsnt Plan, This is mght. nninly
through privete initiative. The Government has the main task of creating
couditions conducive to investment in industry by private entreprencurs, ’
both domestic and foreign, While the industrisl state enterprise still
axists, it is not intended to add to its number, Indstrial pomotio,
however, is carried owt by many governmental agoncies, such as the National
Boonomic Development Board, Ministry of Industry, Board of Investasnt, and
“ Industrial Pinance Corparation.

The major factors for judging the soundmss of mmu-m' projects
aceording to the experisnce of Thailand are:

Analyse and estimatc the matiomal eoononic profitabiltiy.

The economic prospects of the industrial project, shaving the
peroontage of returns on total investnat and ome r's equity.

The technical soundness including the preven reliability of plant
processes and oquip-etk to asswe that the plant will produce tho\
quantity and qurlity of produsts smoified, on & continuing and
dependable basis.

fhe financial aspect oonsidered as an important factor for
evalmting the rofitabilty-of the mroject.
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" Referencet CID/IPE/D.31
) Title: A STUDY OF THE FEASIBILITY OF PRODUCING HARDBOARD AND
. PARTICLE BOARD IN GREECE
Aghor ARTHUR D, LITTLE, INC,

Xelopan Industries S.A. is a proposed corporation for the manufacture and
salo of hardboard, particle board, insulation bonrd, and laminated board in Greece.
Arthur D, Little, Inc.'s assignment was to roview tho market, production, financial,
economic and management factors bearing on the estahlidx.-ent of n hardboard and
particle board mill in order to express owr opinion on the overall feasibility of
the venture, .

: Our research effort was directod toward separato analysis of the hardboard
v and particle board segments of the wood products industry, vith emphasis on asoer-

: taining the markct, asscssing availabls processes, and preparing financial esti-

: mates for the production of each product. Detailed consideration was also given

f to ovaluating the requirsd resources - wood, labor, chemicals, fuel and utilities,
' transportation, site and management,

t, ] In evaluatinz market sise and growtd, ve made usc of available statistics
and information obtained from importers and wholesalers, For both hardboard and
particle board, we calculated an avorags prioce per ton, described the end-use '
applications and product specifications and outlined ansppropriate pattern of dis-
tribution for the proposed plant. For the purpose of assessing the major proc.:s
altermatives, we devcloped selection crituria by which to judge which procese
should be employed in production. Finoncial estimntes were propared for a 70=ton=-
per-day hardboard plant (expandable tolD tons) and a 30-ton-per-day particle board
plant (expandable to 50 tons). This data included detailed akdowns of inital
plart investment, working capital for seven years, and production cost estimates
for both 1964 and a 10-year period,

Arthur D, Little, Inc. concluded that the proposed Xelopan enterprise to
produce 70 to 100 tons per day of hardboard and 30-50 tons per day of partiole
board near Salonika is a sound business venture, On the basis of an investment of

' $6.38 million, we estimatsd that the Xelopan entorprise should eam a true return
of 15% compounded anmually on all funds employed, return 208 plus after taxes and
’ inmterest on total funds employed, recovor fixed capital of $4,93 million from
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depreciation and earnings in 6.8 years, and accumulate $3.5 million within 10

years in oxcess funds aﬁaihbh for dividonds or reinvestmmnt aftc: the pavmant
of loans. Wo rocommended that priority be ;ivon to hardboard production and that .
a long=torm purchase agreement bo nogotiated with the Ministry of Agriculture to

assure Xelopan an adequata supply of wood at o fair cwst.
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References CID/IFE/D.32
Titles A STUDY OF THE FEASIBILITY OF AN INTEGRATED FISH-PROCESSING
_ PLANT AT GRAND RAPIDS
Authors ARTHUR D, LI™LB, INC,

Concurrently with our study of the fresh-water fishing industry in _
Manitoba, Arthwr D, Little, Inc. was asked by the Manitoban Department of Indus~
ty and Commercs to determine the feasibility of establishing an integrated fish-
processing plant in Grand Rapids., Sincs our study of the fishing industry as a
whole indicated the need for considerablc indwstry rearganisation and long-range
planning, we prodicated our feasibility study on the assumption that our previous
recomnendations for improving the fishing industry would be implemented,

Data collection and analysis was carricd out by a marketing specialist,
an economist, and n specialist in fish production and processing and was dirocted
toward an assessment of supply, market potential and the economics of the enter-
prise iteelf. In evaluating supply, we an:lysed both the structure-of the primary
fishing imdustry and tho process of procuroment, The primary fishing industry
was oxamined in terms of actual fish resources, the supply of fishcrmen ond the
techniques, gear and equipment available to ther, taking into consideration the
effect of using improved practicos, equipment and facilities, To evaluate the
system of procurament in Manitoba, we investigated tho organisation and sanitary
oonditions of buying stations and the transport system from station to processor,

The market survey focused on an investigation of existing and potential
demand in the United States and Canadian markets, Desand for various types of
fish was evaluated separately under the broad categories of sdible and low priced,
the edible fish boing analysed by species and the. rough fish by end use, Our
analysis of the cconomic feasibility of the plant at Orand Rapids involved an
evaluation of the location and rew material eupplie® in the aroa emd the prepara~
tion of volums and cost-price ostimates for the proposed plant.

As a result of our investigation, we concluded that an intograted fish-
processing plant at Grand Rapits would be feasible if establishsd within the pre-
viously recormended fish managwment arca with exclusive processing rights on all
commercially caught fish, Arthur D, lLittle, Inc. recommended that: 1) processing
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plants be located in such production arcas in order to reduce pmduct.ion_ and
processing costs, improve the utilisation of fish resources, climinate duplica-
tion of services, and provide employment to underemployed fishermenj 2) consie
deration be given to thu feasibility of offering an amlgamstion of existing
fish companies the opportunity to establish such plants in manngement areas pro-
vided fisherman rights are protected by the establishmont of the previously re-
commended marketing board; 3) construction at Grand Rapids awai® astablishment
.of management area boundariesj and 4) efforts be made to introduce utilization
of modern fishing gear and techniques and to improve tho quality of jrocessed

fish. !
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Refercnces CID/IFE/D,33
Titlos A STUDY OF THE FEASISILITY OF . FIBD-NITROGEY. TiCILITY
' IN THE PHILIPPINES
Mthor: ARTHUR D, LITTLE, INC,

In 1958, Philippine consumption of fortilizer wre largely supplisd by
imports. Benguet Consolidated, Inc. was intcrest.d in establishing a fixed=
nitrogen plant in the Philippines and asked .rthur D. Little » Inc. to oxemin:
the feasibility of such an opcration,

We dircected our efforts toward "8scssing both the market situation ard
the economics of the proposud plart. In evalucting the world z.'mrket'sit.u«:t.ion,
we determinud the areas in which production wxcueded consumption ond analyzed
the effect those might have on the Philippine market., We proscnted consumption
and production trends and estimtcs for tho United States, scven Muropean coune
tries, Japan, India and Southeast ..sin » ‘nalyzing in detail possible corpetition
from cxporters in &g and tho Wostern United Stotas,

In evaluating the local markat » We were assisted by the Engincering
and Developmrnt Corporation of the Philipyincs which, under a separate contr:ot,
submittod » soperate report on the fertilizer requirements of Fliilippine agri-
culture, Thus we cunfined our discussion of the Philippine situaticn t¢ -
summary of the overall problems nssocinted with the establishment of a1 local
fixed-nitrogen industry - prcsant versus potuntial supply and demand and the
typos of fertilizer and system of macketing required for a succocstul vperation,
Our cccnomic analysis was based on the requirciunts of a plant producing 100
tons per day of ammonia, 100 tons per day of urea, and 170 tons per day of am-
monium sulfate, We evaluated avail-ble production processes for o'.ch product
and prepared ostimates of the operation's invest ont requiraments inc uding vorke
ing capital and organizational and pre-opcrat ional expenses, Raw mtcrial n.cde,
sourccs and prices were analyzod and scparate cstimates propared of the manu-
facturing costs involved in the production of cach product. Using s:lling prices
which reflectod possible price Pressure from overesupply arvas in ihe Far Bast,
we also caloulated return-on-investm:nt wnd payout for the proposcd plant,
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Arthur D, Littls, Inc. ooncluded that nn intsgrated plant producing
ammonia, ures, and smonium sulfats would require a total investmant of about
$4 million and would yield a lk.1$ retum on invostment. It would supply
enough locally producod nitrogonous fortilisor to save tho Philippines a mini-
mm foreign exchange of about $6 million por yoar. We recoumended tho esta-
blishmsnt of a plant producing 100 tons per day each of ammonia and urea and
170 tons por day of asmonium sulfste mear either of two refinoery sites in the
Philippines. We also suggosted that during facilities construction the com-
pany purchase the products proposed for tho plant in order to bagin developing
ths market and markcting organissfion that would bo needed to handle the plamt!s
output at capacity.

~ et

L1
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asference: CID/IPR/D,.35

Titles TEGINIC/L EDUC.TION /ND ..PFRENTICESHI® IN M. 'EST INDISS:
/. PROJECT PROPOS/L

Authors Viho RICHARDSON

o]

v

This papcr deals with Technical Bducation and Lpprentioceship in
the West Indies. Ite main ooncern is with education for the broadly
defined engineering industry, i.¢, building, manufacturing, maintenance,
electricity supply ste. Though it applics spe cifiocally to conditions
foud generally in the Vest Indies and incluies a pilot investigation
far St. Lucia it is hoped that its gemral approach is applicabdble to
other developing onumtries viwre similer social and econcmic conditions
oxist,
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CID/IPR/D.36
EV.LU.TION OF INDUSTRI.L PROJECTS IN CEYLON
G. GUN.TILLEXE

™he need for conscious dircction of the industrial sector and the

: M of much more dotailed industrial plamning md programming, Ms been

acoepted As A pre-requisite for adequatc project evaluation in Ceylor
whether it bo in the pudblic or privato sector.. Tho structure which is
‘veing estnblished for projoct dovelopment and projoct cvaluation seelts
te mmwro adoquate study at difforont levciss

a)

b)

e)

d)

e)

£)

The procedure “>r projoct evaluntion itself 1s based on
the formulntion of an Industrial Plan, within A National Plan.

Such an Industrial Plan will provide among other things a
foracnst or projection of the roquirements of industrial
goods nt tho end of the plan poriod, in relation to such
fnctors ns the desibed rates of cconomic growth, the dssired
standard of living md the desired wolume of investment and
consumption.

Within the plan objectives which are based on national
criterin, the seloction of projects for investment would
be based on criterin which will mnximiso tho utilisation of
sonroc resourcos, and would be built into the Industrinl
Plan At tho level of National Planning.

Project cvalurtion itself will dorive part of its accurncy and
mability from the evaluation of the performance of existing
stries, \

The techno-oconcmic aspects will neod the most vigorous serutiny
and verifieation and this aspect will receive the attomtion of
the Industry panols,

Critoria of evaluation that will bo employed will include what
one torm 'Sectoral’ criterin, as well as 'project'
oritorin. 'Sectornl! criteria will be those which have an
impact on relatod investmnts, and the capacity to stimulate
and accelerato industrial growth. ..t this point, project
evaluation will be closely linked with project development.

Projoct eriteria will bo thcse shich are limited to the econcmies of
the projest itself. |

The machinery for planning nd evaluation in the Industrios Ministry
‘deserided in this papor is being designed to achiswve these cbjectives.

—
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Reforence! CID/IPR/D.37
Titles . PLANNING AN INTEORATED STEEL MILL IN A DEBVELOPING COUNTRY
Athors ROBBERG and BERCHEM

Considering the situation prevailing in India during the years 1050-1653
the reasons for setting up & domestie steel industry are briefly discussod, The
various possibilities of a realisatiam of this goal are desoribed using the case
of the comstruction of an integrated steel mill for goinz imto » more detailed
discussion. The derivation of the losation of the plant and the foctors involved
in reaching thds decision ars outlincd before an explanation is given as to the
form and principles of planning and oxu\n.ion of this project as laid down in tho
agresmonts of the comtracting parties. Altermtives are discussed, The techni-
cal outlay of the plan had to provide for a considerable incroage of the capscity
installed ovor a range of 500,000 to more thon 1 million tons of stoel p.a.

The agreement betwcen the contracting parties resulted in a epecific
distribution of rosponsibilities, This distribution of responsibilities, howavor,
resulted in a specific way of an exscution of the drafted plans, -

The steel plant, which has beon established in a formerly unindvstriale-
ised part of India has social implications both with regard to the labourers om--
ployed as to the surrounding commuiity. Questd ons of planning rosidential areas
living quarters for tho construction personnel, of planning for skilled »rd un-
okilled manpower naeds and of teaching the skills requirod are discussed with
reference to the specific situation. Diffem possible lines of approach are
ovaluated,

The various problems of planning And exscuting this project lcad to o
consideration of alternative lines of approash and a suggostion of modifications
for future projects.




Reference: CID/1P8/D.39

Title: *v>'TENCE O" ‘% WEST F.KIST/N J'DUSTRIAL DEVELOPMENT CORPORATION
IN LEVELOPING THE INDUSTRI.L FOTLNTI..L IV PAKISTAN

At hort AJM.X. MAZ/RI

|
The injection of Govemnmert 's initiative and money through thc agency

of public eector, in order to giva speed and a sense of direction to the
developmnt process, met with suah a degree of success, especially in indus-
trial ficld in Pakistan, that initially tie Pakistan Industrial DPevelopment
Carparation and, subuqmntly,' the Yifurcated Provinesial Corporations namely,
tiest Pakistan Industrial Developmemn: Corporation and Easst Pakistan Industrial
Developmnt Corporation cams to be rocmgnised as an important 1link of the
developmental machinery of the country. Their contribut ion towards mational
growth is evident not only in the incustrial capacities created or employment
provided by these Carparations, but also in the mamer ead extent to which
the private enterprise was induced to participate in the industrial programmo
of Pakistan..

The fagwer PIDC saw the country through the first stage o€ induntrinl
donlohont by eotting up consumer and intermediary goods industrics. WPIDC,
continuing the mcmontum genersted by the PIDC, hae now teken up the second
phase of dovelopmont i.6,, creation of capacities in basic and capital goods

:M.

The evaluation of the perfamance of public corparations like the WPIDC,
msrely in terma of financial returns dose not tell the whole story. Por
a truer picture, full weight has to be given in the svaluation prooess to
other objectives and targets (social, political, etc.) thet are simultanecusly
ashisved by the Govermment through the opsration o such Oorporations, It
is only when the evalwtien ie done in its right prepective that a complete

pleture of the effectivencss of a public corparation in wlifting the sconomy
of a developing cowtry can be oorrectly re-comstruscted,









