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Reference t     CXB/Xn/A.l 
Title: PIöJICT EVALUATION - DATA ¿ND OTHER IHTCWftTION &T..CIP.JD 7.'ï>. 

  THE PURPOSE 
Authort    K.C. MITTRA 

I 

The post World Ww-II ara tes witnessed a keen desire for economic 

development among developing countriee.     Inadequacy of domestic savings, 

shortage of foreign exchange, technical and managerial »kills and rçw 

materials are serious obstacles li 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 tn*k, enables 

the identification and evaluation of investment opportunities and 

selection of projects, which apr-.rt from being attractive to the entre- 

preneurs, are also beneficial to the economy &o a whole.     This Involved 

a systematic scrutiny from the individual and national eng les, of data 

presented in the feasibility report so thnt Improvements, where necesaary, 

are made and unsound projects weeded out. 

A healthy sceptical approach is necessary in appraising the 

technical, economic, managerial and financial aspects.     The project 
should be soundly conceived in it!« technical and engineering letalis 

Nith due attention to the site of the plnnt, the process and consultancy 

and supervisory services.   Investigation of the» market for the product 

would indicate the competitive strength end economic viability of the 

project.   However, no project can succeed without good management. 

Deficiency in management can be overcome by proper arrangements for the 

training of personnel and the association, initially, of experienced 

foreign organisations or specialists.   Financial appraisal would reveal 

whether the method of financing the project is appropriate and earnings 

sufficient .to give an adequate return after servicing debts.     Finally, 

the project should be capable of making f; significant contribution to 

the national economy. 

This prçier considera in detail the nature and content of feasibility 

reports on a project, the data and information required for its proper 

«valuation and their limitations *nd shortcomings in relation to the 

conditions prevailing in developing countries, and is largely based on the 

expérience.In project appraisal in India. 
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Reference: CID/IPE/A.2 

Titlet THE DPLBIENTVriON OF INDUSTRIAL SIVELOPIBNT PlìOGRAMMES 
U3IH0 CRITIC;', PATI! ..CTJORK THsJORY. 

Author: P.C. PEINANDO 

I 

The complexity of Industrial development planning and 

processes in. contrasted idth the even greater complexity of integrated, 

dynamic implementation of such plans, and a serious "implementation 33p" 

between planners and implement ors, is exposed. 

The paper purposes to point toward possibilities for bridging the 

"iqplensntation gap" using Critical Pith Network Theory, and motivate its 

application is a pilot project in some developing country. 

A hypothetical regional development problem and a programme for 

industrialisation are postulated.     The roouiremwits of implementing a 

sugar industry project within thr pro^r»mmc are outlined.   Basic eoneepts 

port lining to aggregate activities, events, arrow-diagram networks and 

dummies are presented, and tm basic stops for applying critical path 

network theory to the implementation of the Sug-jr Industry Project are 
illustrated, explained ;nd discusned in detail.     The desirability of 

involving the next lower level of supervision in the network-planning 

process is discussed.     An evaluation of the applicability of networks in 

dyn-unic implementation processes follows.   The possible use of coaputer 

programmes to expedite the Analysis of large networks is pointed out, but 

only after network analysis is thoroughly mastered by manual means, 

eventually effecting s possible major breakthrough in implementation systems 
nnd processes. 

The acceptability at the top level of planners and inplnmtntors is 
emphasised as absolutely essential.     The publication of a Handbook on the 

Use of Networks In Implementation, based preferably on aotual experience on 

a pilot projet is prenented as the best means for educating at all levels. 

Sono possibility for treating the various interdependent pro.leots 

in any programme as a network of interlocking investments, each with its own 

J 
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possibly  uncertain and vnriible gestation period, is pointed out AS a 
possible fruitful «venue for further research with aggregate siaulAtion 
»odrls, accompanied by mod«l-experiaentation with alternative policies 
-Ad resource-Allocation strategies for evolving {Ad setting up sound 
dynaaie implementation systems and processes.   An appendix illustrating 
an Integrated Implementation Network concludes the paper. 

J 
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lief«rene«t CID/IPI/A.3 

Title: PROJECT SVALUATIOK AND THB ODHBISTBCI OP TW PUN 
Author« O. CUKOR 

A project generally deals with one singlo connodity, a group of 

commodities or services, produced by one given plant; it emphasizes the 

efficiency of the single projoct without tho nnpraiaal of ito relations to 

tho rest of the economy.      The development plpn is centered on thr economy as 

a whole, or some major part of the econonr/ (e.g. some industrial sector or 

region), with emphasis on th« interconnections of the economy, that i^ on 
the consistency of the plan. 

From the social point of viov, efficiency means the optimal allocation 

of resources, optimality being understood within the limit« of available 

resources and given demand for gr *>ds and servicer and subject to the 

accepted efficiency criteria.   This; optimal allocation cannot be achieved 

exclusively on the basis aT the evaluation of single projects in an isolated 

way, but only taking into account their complex interrelationship to the 

rest of the economy.     This interrelationship is reflected in and can be 

investigated with the holp of the devolopmont plans, plan consistency being 

a necessary, although not sufficient   precondition to efficiency.   On the 

other hand, a consistent plan is not necessarily efficient} efficiency can be 

ascertained by the evaluation of different projects, in order to make the right 
selection. 

From the point of view of the single mrojocts the main problem is to 

evaluate projects taking into account the effect* on the remainder of the 

economy;    direct effects - relatively easy to evaluate - and indirect 

(backward and forward) linkage effects.   These are created often through 

several links, in sectors of the economy not directly affected by the projects. 

Throe types of resources - labour force, capital and foreign connection 
with the linkage effects. 

Out of several methods to deal with the interrelationship of efficiency 

and consistency, one - outside the framework of planning - is baaed on P 
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special set of prioes, using the concept of opportunity costs.   These priées 
are different frcei the official or market prices, end Should exprès» the 
true or social costs of resources, such as would provali in the theoretical 
model of A market economy with perfect competition, after the investment 
programmes had boon pat into effect.   On a more practical level, this 
method consists in correcting the officili prices of labour (wages - generally 
downwards), of capital (interest rate -.generally upwards) and the foreign 
exchange rito. 

Linkage effects of pro>cts cm be taken into account in the multi- 
stage process of planning with balances.   This, however, is a-very tiae- 
eonnuming process and hardly feasible for numerous singk projects, especially 
if a higher degrés of precision is required.   One method based on the inverse- 
matrix - utilising a set of pre-determined coefficients - backward linkage 
effects can bo oomputed easily, although with a limited precision. 

Mathematical programming can give results for the development pl-ws 
of single economic branches, the results being - within the limits of the 
system - st the saas time effioient (through optimisation of the objective 
function, which is the efficiency criterion'hero) and consistent satisfying 
speci?l b-dnnce.    There is already considerable experience in working out such 
sectoral programmes, which, however, do not take into account linkage 

effects outside the system.   Theoretienl proposals have been made and 
experimental computations are going to integrate sectoral programmes into an 
overall consistency at the aime time for the economy as a whole. 

/ 
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Ref erenct i CID/IPVA .4 

Title« ORGANZINO PROFESSION,'.L CAIÄE3 TOR IMJUSTOIAL PROJECT 
EVALUATION, 3ELECTI0H AND FOLLQW-W» 

Author: J.D. Nyhart 

Good project appraisal docs not atop with the acquisition of 

Bound techniques of evaluation.    The problem necessarily includes making 

th« best possible use of P. professional oadre composed of men and women 

with greatly diverse skills -»nd outlooks - economists, accountants, 

engineers, and lawyers.      ;. discussion of industrial projects is incomplote 

without .1 consideration of the ways by which those professionals shall 

proceed onoe they have acquired the basic skill3 of thoir profession as 
applied to development. 

Among the critical issues am those subrumed uner the following 

questions:    1.   Does the professional cadre of the development finance 

institution have clear responsibility for project development, evaluation, 

and follow-up?   2:,    Is a ba loner- kept between cost consciousness and 

development determination?     3.    Do the professional staff members work 

as n team in making an evaluation?   4.    Are the- methods for acquisition of 

data used by the professional codre at each ph»se sufficient, but met «xeossive, 

to their purpose?    5.   Can the selection process be improved by strengthening 

its collective nature?   6.   Should the selection process be moving toward 

single officer responsibility?    7.   In the evaluating staff directly involved 

in tho selection stage?   8.   Ie the importance of follow-up recognizod in the 

institution's procedures, organisation, and allocation of professional 

personnel?   9.   Art) different profsssionnls assigned to follow-up a project?    * 

10.    Does the organisational structure capitalise on the flexibility of 

team arrangements?     11.    Should a separate department for follow-up be created? 

12.    Are those who oo-ordinnte evaluational efforts not responsible for 
advancing the negotiations on projects? 

Bight phases art identified as part of the identification and 

evaluation, selection, administration, and follow-up stages of a project. 

These phases provide a framework for examining the above issues. 
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CID/IPE/A.7 

STRATEGY OP INDUSTRIAL DEVELOPMNT - STUDY PROGRAM FOR THE 
EEC ASSOCIATED COUNTRIES 

ANDRE HUYBRECHTS 

It becomes dearer every day that the industrialisation of the Third 
World is a must for all those who wish to promote the growth and ensure a self- 

contained and well balanced economic and   social develop»nt of the developing 
countries. 

¿ 

The European Economic Community is aware of this need with respect to 

the 10 African and Malagasy countries .«iffiliated with it.    Tho Second Association 

Agreement provides for economic diversification and industrialization of the 

associated States.   Financial help from the EEC (European Development Fund) will 

thus progressively have to go to the financing of industrial projects.   An over- 

all survey programme regarding the industrialization potentialities of the asso- 

ciated States is being carried out now.   It will extend over a whole year and will 

be inplewntod by thre« teams made up of experts trained in different disciplines 
(economists, agronomsrs, industrial experts).   These teams are to specialize by 

geographical areas, but thay will follow one and the same method, and their 
efforts will constantly be coordinated. 

The arbitrarily selected working hypothesis is tliat of industrialisation 

based on import substitution and bearing on consumer (hard and soft) and capital 

goods, since industrialization of this kind seems to be euch 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 saving that 

"import substitution" was chosen as a startine point for purely methodological 

reasons, as inspired by the noed to limit the field if a modicum of offectivoness 

is to be achieved, and that it implies no restrictive Judgment on the industrial 
aspirations of Africa. 

An important feature of this study programme is its sharply raultination a ~<r 

regional approach, since its promoters understood that it was required to rule out 

the overlapping inherent in unduly narrow national frames of reference, ant to genr 

«rate the market and localisation conditions that must be provided for industriali- 
sation, by going beyond national border*. 
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Reference! CID/IPE/:..8 

Title: .". HEW TPRO.'.CK TO TR..IMIÍÍ0 K.ui .GTiS FOR INDUSTRIAL DEVELOPMBIT 

Author: 'JtTHUR D. LITTLE, INC. 

.   Management training for government administrators is a vital element 

of «ucoossful industrir.l development - an dement that in tho pftst HAS 

raeeivad too little attention.     Industrial development itself has only 

recently been rocognised as a dittinct process within tho overall phenomenon 

of oconoaic growth with unique requirements for planning, administration 

and implementation.     With this recognition has ovolved awaroness of the 

need for special training for government administrators responsible for 

managing the industrial development process. 

The management of industrial development domandi of tho government 

administrator an unusually wide ranga of knowledge, skills and techniques. 

The industrial development manager must have the basic disciplines and 

techniques of industrial management and bus ino s s administration.   At tho 

snmo time his function is broad or than the businessman's.   Therefore, his 

training must also reflect his widor public responsibility for tho national 

interest, including a concern for balance betweon private and public 

industrialisation, foreign and domestic investment, and for managing tho 

industrialisation program within tho framework of the nation's ovorall 

economic development plan. 

This paper describos an experiment 1 training program at ..rthur D. 

Little, Inc., in Cnmfcridgo, Massachusetts, US.», dosignod to moot tho 

special needs of government administrators responsible for industrial 

development,    Aimed at providing '- rigorous and intensely practical blond 

of professional, academic and on-tho-Job training that is closely related 

to tho responsibilities that participants will assume on thoir return to 

duty, it begins with a thorough review of management fundamentals and goes 

on to include advanced courses in the industrial mmageaont disciplines of 

marketing, finance, production, administrative practices, corporate planning 

and business-govemmsnt relations.   These courses aro based on case mothod 

training and stress analytical techniques, problem-solving and decision- 

making experience 

J 
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The major omphasis is on practical training in Industrial development 

management taught by nmi of industrial development simulation casos - 

a now training technique developed for this program - based on actual 

experience» in developing countries.    In nach case, participants oncountcr 

the same obstacles, deal with the same problems, nnd «re required to 

ranke decisions rod recommendations in much the same manner as originally 

experienced by the field staffi    In addition, this program provided on-the- 

job training experience with members of tho training organisation's 

own industrial dnvnlopmont staff.    Courses in economic development and 

international trade and investment, give participants a broader perspective 

of the industrial development process and the international framework 

for development.   Participants aro also exposed to well-swiagod industrial 

plants, financial institutions and public agencies involved in industrial 

management through meetings, presentations and seminars at these 

organisations. 

The conceptual framework of the experimental program, together 

with its scope, course content and special training techniques, is described 

in detail in this symposium paper.     In addition, the paper évaluâtes 

the results of tho program and its implications for furthor development 

of this new «id emerging field of management training. 
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Ref «rate« t    C2D/XFI/A. 9 

Titlet BSENTIAL BXJMENTS IN TW PREPARATION OP IttrJSTKTAL PROJECTS 

Author! ARTHUR D. LITTLE, INC. 

I' 

The «tarting point of this paper ja the priir selection of en indue- 

trial project for preliminary examination} it proceeds to a broce', discussion 

of the elenente that wat be considered and the eteps taken to psnr.it the 

project to be systematically develoosd to a point of final deciefcn and, if 

the project eelection criteria are ntiefled, to construction crû operation. 

The »any people and numerous inatitutiona that have a wide variety of rcxee 

to play in the unfolding of well-plained indue trial ventures are described. 

The importance of relevant industrial experience and the arr liability of 
•any different axilla la stressed. 

Topica ooneidered Include the preparation of technical and econcmio 

feasibility studios and eeonoaie projections for évaluation by financing 

inatitutiona and crganlaatiiia charged *ith reeponaibilityjbr directing or 

planning national ceonoaie develop« nt,   Finally, attention is given to 

the preparation of engineering. pro>et reporte and the supervision of 
eontruetion and Initial operation. 

No attempt la aade to catalog all the coscntial elmaenbs in the develop- 

Bjant of a eueoeeeful Inda atrial project or to exanine any of the« in detail, 

but the paper does eeek to oast the procese into perspective and to deaon- 

etrate the essential unity of the dlvarse «etlritica involved.   Although 

prepared in the light of experience acquired in competitive cooncmie systems, 
the papar oonoentratee on the fundamental procesa of industrial project 

development that transoenda oonelderetiono of economic addai organisation. 



- u - 

Reference: CID/IPB/..10 

Title: STUD.RD DESIGNINO l!î INTl'STM L CONSTRUCTION IN Ci3'. 
¡«MR-COUNTRIES -,JJD ITS EV.LU TION 

•.uthor: SBCRET'JîI-.T OF THE COUNCIL TO?. IOTU/.L ECONOMIC  \SSI3T'.NCS 

Introduction of economically effective methods of industrialisation 
of construction, 1« e. turning construction into a flow procesa of 

assembling «id erecting buildings from large prefabricated parts and elements 

with a high degree, of préfabrication,  assures rapid growth of the volumo 
of capital construction in the CHE., 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 assigning of buildings and structuras on the basis of the 

Single Modular System operating in all CME/. Member-countries and the unified 

volumetrical-planning parameters of designs, make it possible to introduce 

large-scale and serial production of parts and structures as well AS modern 

methods of building and erecting. 

o a result, standard building and standard designing are successfully 

gaining ground in all CME.. member-countries, largely promoted by various 

forms of cooperation of these countries within the framework of thé CMC. 

Standing Building Commission.   Mututal work of CME'. member-count rie s in this 

field includes exchange of experience 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, th« use of standard designs in certain countries made up 

from 11 to 45 per cant of the overall volume of industrial construction. 

In housing, for instance, in Hungary it reached 64 per cent, in Csechoslovakia 

75 par cent, in the German Democratic Republic *2 per cent and in the USSR 
95 par cent.   It improved preparation of the building process and raised 
the effectiveness of capital construction. 

*  
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Coordinated research and designing work on standardisation 
of design» and unit* used In different branches of industry and within 
each specific branch, in application of mat hematic al methods «id computers* 
in designing on the basis of catalogues, etc. is underway at present in 
all CHEA member-countries. 

Increasing cooperation of CHS '. member-countries in the standardisation 
of designing in industrial building provides for mutual use of technical 
And economic achievements of all countries, raising the general level of 
industrialisation of building and the economic effectiveness of capital 
investment a in industrial building. 

-J 
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CID/IPE/A.ll 

PROJECT EVALUATION .JJD INDUSTRIAL DEVELOPMMT PROGRAMING 

MINO FIDFLIMO DE FÎGUEIREDO 

I 

Thß present brief report deals vdth the relations between the evaluation 

and selection of pro je ote and the formulation and application of an industrial 

development strategy. Since this is a highly controversial subject on which in- 

sufficient empirical knowledge exists as yet, especially in the developing coun- 

tries, the intention horo ie riß rely to put forward quostions for discussion at 

the technical level, not to ustablish evaluation and formulation procedures on a 

more permanent basis« 

Two other limitations of tho analysis which follows must be mentionna   -t 

tho outset»   In the first pinco, attention has invariably beer focused axclusiv   .- 

on the situation of the under-developed countries.    Host of tho comments made 

would be inapplicable to industrialiiod countries.    Secondly, the specific exper- 

iences on which many of these conine rito aro based all relate to Latin Amu rica. 

¡low far the inferences drawn would be valid for the developing countries as ~. 

whole is a question that ni ;ht bo considered in the course of the discussions at 

the Symposium. 

In the first placo, mention is mr.de of the various levels at which inJur- 

trial development programing takes pirico in Latin Affrica and the nature of tim 

industrial strategy corre spending to each, with special reference to th« trend 

towards the adoption of a niiddl» way, represented by the formulation of sectoral 

industrial development programmes within a moro or less explicitly dofiiv;r" frame- 

work of overall development programming   (see section 2). 

Three problems or GrouP8 oî probiens aro next analysed in turn, in the 

context of the application of criteria for the evaluation and solootion of pro- 

jects, as they relate to industrial programming in undor-doveloptd countries or 

areast 

a) The role of profitability criteria in the establishment of the sectoral     v 

targets in which a given industrial strategy is reflected   (ORO section 3)j 

b) The difficulty of influencing private-sector investment decisions in the 

light of social profitability criteria   (seo aoetion 4)} 
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o) The less reliable character of profitability tests in developing countries, 

and the difficulties resultine therefron in connexion with the channeling of in- 

dustrial development   (see section 5)» . 

Attention is drawn tû the adv?jrta y s, as rogane ti o. solution of th>   fore- 

going problems, that night attach to system-tic application of sectoral program- 

ming with a substantial technological content and basod on «an integrated approach, 

the naturo of which is expounded (see section 6); and proceduros for the applica- 

tion of such pro3raa»ie3 aro then  uialyacd in sorm detail, emphasis boing laid on 

the problem of projecting future efficiency lovels, which is of basic iir.portanco 

in any project for the modernization of oxistinrr industry and is implicit in 

projeot3 for th^ establishment of new activities in a given industrial environ- 

nant (see section 7)»   To illustrate the application of such progra-nmes, allusion 

is nude to a specific example relating to the rvital-transforminp industry in 

Uruguay (soe section 3). 

Lastly, after pointing out thnt tho usefulness of project avoluvti'-n ind 

selection must also be envisaged from other angles, unconnected wit!; inveatu tit 

decisions in the frame work of an industrial strategy (see section 9), tho report. 

presenta a few considerations on the much-discussed problem of tht;  shorta^.-; of 

projects, for which it suggest!? an interpretation differing fro.   that in coTcvon 

currency (seo section 10). 
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Reference: CID/IFï/'..12 

Title: RBQUHUKBNTS FOR D.T.. 'J© OTHBt I»OJIH'»TION FOR IWXU .TION 
OF INDUSTRIA PROJECTS 

• uthor: ZDWKO BL'^EJ and VIKTOR LÛMNZ 

When evaluating industrial project» our •••«ititi «la it to estimate 
the economies of social labour brought «bout by UM new investment. 

To apply this general principi« to concret« Method« of évaluation 
we noed especially in the timid of «concede evaluation a wide usage of the 
value indices.   Their reliability for the purposes of «valuation and mutual 
comparison of various industrial «rojeets depends on the function of the priée. 

There is at present no elAssictl functioning of the price in the 
imaning that price muid be elastic |n following the movement of the value; 
from such a tendency the price is deflected either by swans of economic and 
political intentions petrified in the plan of socialist countries or by means 
of monopolistic and oligopolistic interests in« the capitalism of today.   It 
is therefore necessary to respect such restrictions -end make the proper 
selection of suitably constructed indices «hen evaluating a project technically 
and economically} it may be further necessary to apply coefficient« of correction 
and to define accurately the »cop« of their usage. 

The distorting influence of prices is least «hot« if we compare and 
evaluate alternatives of the same investment task.   In alailar oases, however, 
problems of prices must also be solved if the tin» factor enters alternatives 
using construction in stage« with tins lag  as against alternatives without 
a lag of time. 

The price problem is dear to appear when methods are used for 
evaluation of a project - especially a long lived project - by msans of 
discounting the future development. 

Some methods use formula« of compound interest, others use «imple 
or mixed interest formulae.   To do Jistice to the true development, an 
analysis of a possible technical progress is necessary first of all; euch 
an analysis should be based on the level of the most progressive jSrdJect« and 
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on reeearch, on the time necessary for realisation of new équipaient at 
• Malo necessary to satisfy the decisive demand as well as on the movement 
of prices which is likely. 

Methods of a direct comparison and evaluation of projects must be 
supplemented by other net hod s enabling us to include into the comparison 
basis non-economic effeots such as have no direct or only an indirect 
influence on production or on thn service of investment proper. 

Of a particular importance for evaluation of projects is the 
relation to foreign trade where the price problems are even more 
complicated due to the problems of the rate of exchange. 

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

To evaluate the technical and economic standard of a projmet, vnlue- 
indiees of both the synthetic and the computation type have to be used; 
however, the other side, i.e. the non-econoaic effects of the investment 
must not be forgotten either.    In a munter of eases such effects may have 
a deciding influence.    Moreover, an estimate of development of the 
technical progress must not be left out of considérât ion, this being of vital 
importance for computing the time factor and the price development. 

..J 
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Ref«renco» CID/IPE/B.3 
Titlet UNCERTAINTY IN INDU3TRL\L PROJECT EVALUATION 'ITH 

SPECIAL REFJREKCS TO EXPORT IN1XJ3TRIES 

Author: M.V. PEJOVIC 

Project (»vf.lua.tion nust be based on a dependable documentation «id 

on reliable proofs in respect of all basic olearants. 

Experience has shown that there are often cases when considerable 

differences arise between the planned and the actual effects in the 

•onstruction of an industrial project.   Shortfalls hove especially 

unfavourable effects on export-oriontcd industries. 

Errors of any kind of calculations aro possible and often a regular 

phenomenon.   These are made in estilantes of caoital cost3 (both for fixed 

assets and working capital), production costs, and of selling prices. 

Miscalculations as regards those élurent è (soi» times even of minor importance) 

have a considerable influor.ee on the level of the planned effects, so that 

the very rationality of the already constructed now industry may be Jeopardised. 

This is a matter of vital import/men for developing countries with scarce capital, 

particularly when considering projects of export-oriented industries. 

Besides reliable and accurate calculation there nre other factors 

which influence project evaluation.   Econeadc policy measures influence to a 

considerable extent the expected economie results of the project. 

It is very important to secure the required personnel to work in the 

factory and to manage it.    This point should in no case bo overlooked in the 

ev-iluption of the project.   Unskilled personnel onuses losses during the 

period of trial production of the new industry.   , 

The analysis of the domestic and foreign markets is a complex Job; 

most frequently it is a matter of reliance on pnst experience and forecasting. 

The most optimal degree of processing is dictated by eoonomic 

considerations, but actual limits aro sot by financial possibilities. 
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In the CAM of export-oriented industri««, it is n«ee«sary to stud/ 
failuras du« to an oiron«ous ovaluntion of factors justifying export 
orientation and of failures resulting fro« a faulty «valuation of pre- 
conditions for develops»!*.   Pnilires of this kind create difficult!«« for th« 
export-oriented industry, soMtiaas plnoing it in an absolut«ly hopol«ss 
position. 

I 
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Reference: CID/ZPE/B.4 

Title: SKILL PJOTRMNTS IN MANUFACTURING IÍ2DUSTRI3S 

Author: N. ZïltiELMAN 

As a result of limited tests, we assort that n reasonable hypothesis 

is that there is a relatively high correlation between a specific type of 

production nsthod (<md therefore technology) of in industry and the 

occupational structure of that industry.   Thus, the productivity of an 

Industry is linked to a specific occupational distribution.   To tost this 

hypothesis, state data of the United States were used. 

The extension of this relationship to International data is not 

automatic.   There are many difficulties concerning the oompnrison of 

occupational classifications among different nations.   Them are numerous 

difficulties in comparing productivities among nations.   Despite these 

difficulties dat.'. ars presented for a number of notions to illustrate the 

existence of ? distinct relationship between productivity and occupational 

structure. 

This relationship mnkes it possible to use the techniques of input- 

output in planning manpower requirements.   The use of this tool in manpower 

planning may help quantify progr usmes that previously were considered on 

generalities only.   An additional aspect of input is the skills of the 

nation's labor force.   Uhilc not denigrating tho role of formal education, 

it is noted that workers acquire skills not only by education but by a 

combinntion of education, training and experience.   It io not the educational 

level but the skills of « nation's workforce that seems most important. 

It is our conclusion that tables of industrial occupational structures, 

and their corresponding productivities will provide manpower planners and 

general planners with the ideal tool for testing the practicability of a 

development plan.   These data will also aid in improving manpower forecasts 

and may permit tho verification of productivity statistics. 
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Reference: CID/IPE/B.5 

Title: RSQUIREMiNTS OP SKILLED PBiXNNEL TOR INDUSTRIAL PHOJBCTS 
AND THEIR APPRAISAL. * 

Author: S. COHEN 

I 

Many of the developing nations have suffered a rlM In open unemployment 
despite a record of significant eoonoalc growth.   This fact alone would seem 
to be m ampi» argument for more cooperation between government agencies 
concerned with employment problems and the project authorities who actually 
employ labour.     The need to develop such cooperation is an important back- 
ground consideration in an analysis of the industrial project's manpower 
requirements. 

In determining the mounts nnd types of skills that will be needed« 
project authorities can refer to international or Intra-national experience 
in comparable industries.   Comparisons of this type can give direction but they 
cannot be completely determinative.    In the Inst analysis, each project must 
justify its own staffing pattern which is likely to be unique in some 
respeot because of factors peculiar to the project.     Various methods can be 
used to forecast project skill requirements at future points of time but none 
is reliable to the extent that it can be regarded as an infallible policy guide. 

Industrial projects may bo able to deal with immediate skill shortages 
to some extent through the recruitment of persons whose «kills are being 
underutilised or unused in their present employments and through tho recruitment 
of foreign specialists.   Over time, a substantial amount of skill eapaoitation 
will have to occur if industrialisation is to progress.   The shortage of manage- 
ment talent, particularly of the type needed to organise and administer large 
industrial units, may prove to be a serious bottleneck since there is no 
simple or obvious method of relieving the existing supply scarcity. 

Appraisal, by financing or planning agencies, of the skill staffing 
patterns proposed by industrial project» would have the Immediate benefit of 
forcing projects to prepare their manning plans mere systematically.   An 
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•ppKlslitg unit alfht also serve M the sueh needed link between industrial 
projeets «d aaero-eeonoiie pfenning.   An appraisal should be eoneemed with 
the teohnleal aeeur&cj of the project •• •stianto of neeassary skill stock» 
«4 with the relationship between ih« nstiaate end various faeton exténua 
to the prejeet. 

i 
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Reference: CID/XP1/3.7 
Titlet M.\N¿QPI¿L RÄfllRMNTS AND TH£IR ¿PlUSal. IN IWXJSTRI.'JL 

PROJECT EV.lU/.nON. 
Author» W.H. 

No mattar how sound a project may appear, unless food ménagers are 
available to run it, the project i« doomed to failure.   Pour basic stsps 
•IN) involved in appraising the adequacy of Managerial talent. for a new 
project. 

Bvery evaluation of aanagesent must rest on a clear understanding 
of what executive« of the speoific ont«rprise are expected to do.   Therefore, 
an iaaginative analysis of their various tasks — technological decisions, 
maintaining sound external relAtionshipe, internal administration, and 
integrated aetion — is a necessary firet step. 

Then a tentative organisation th.it eoablnes these tasks into 
managerial positions can be prepared.   Recognition of feasible compensation 
levels, of poeeible part-tima positions, and of the need for sueeessive 
refinemente helpe to make these plms realistic statements of needs. 

Appraisal of potential executives involves translating job 
descriptions into usablo man-speelfieations, gathering data about individ- 
uals fcid deciding how they mensure up to theme spécifications, estimating 
the likelihood of attracting mm who arm qualified to take positions in 
the new enterprise, and euanrislng gaps between needs and available personnel. 

Finally, possibilities of filling gaps in manpower by executive 
development, use of foreign consultants as trainer-executives, or use of 
nationals on a part-time basis should be carefully examined. 

Throughout all this process the cultural background of the evaluater 
— his functional orientation, his Institutional background, and his 
national values and traditions — will significantly influence his 
conclusione.   Consequently, a cosmopolitan view is needed to assure that 
qualified nxecutives will be available. 

-J 
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 r-w w—«.—d in th» Kvalmfclon PwMtl discusses 
the need for thorough study by promotive borrowers to develop good projeots 
for ultiwte fiwncing.   Presents throe hypothetical cases whwein a landing 
agency is approached for develops»* loans by govenwsnt agencies or private 
fin» which hnv« varying capabilities in the preparation of loan 
applications and supporting feasibility studi«•. 

TtniP1 "-»-«MOT rf «" p»°«* P°^8 «•»* ** tht wr i» 
eoneerned primarily with project evaluation from %n engineering standpoint. 
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TOR DflJUSTnT.L PROJSCT 1V.XU .TION 

The paper begin* with a discussion on the estimation of commercial 
profitability.     For this the appropriate set of market prices Are used, 
and the time series of not returns thus obtained cnn.be converted into 
one profitability figure cither by estimating the internal rate of return, 
or the 'present value' at the given market mtes of interest.   The latter 
is n botter indicator thftn tho former, but is also based on some special 
assumption», which are explored. 

The difference between commercial «id •national'  (or 'social') 
profitability is then explored by raising oonsiderations of (a) external 
effects,(b) market imperfections, (e) tho welfare of the future generations, 
and (d) income distribution, i.e., going beyond Pareto optimality which 
is what mnrknt profitability is geared to, *t best.     The methods of 

bringing in these corrections of market profitability -ire then die cus sed 
including tho principles involved in using accounting as opposed to market 
priées.   Sons pitfalls in unwary applications of this are also discussed. 

In section VI, the movement from ooramnrciil to national profitability 
is discussed in detail in terms of specific corrections that aro likely to 
be Important in Industrial project o valuation.   Two of these are discussed 
further in the next two sections, Xel, correcting the market rates of 
interest and the wage rates.   The first also subsumes the problem of the 
time horiion.   The relations between the sodai rates of discount and the 
shadow prices of labour are also demonstrated in the context of an economy 
with surplus labour. 

In the final section, we discuss the advantages of the insight obtained 
from general principles of industrial "strategy*' as well as the limitations 
of being guided exclusively by such principles.   An illustration is giv<m of 
the latter, and it is claimed that there is no real substitute for detailed 
calculations of national profitability.   This paper was an attempt to clarify 
the principles involved in this detailed evaluation. 

_J 
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Referenoe : CJD/m/h, U 

Title» CRITttl.. OF DISTtlBUTIOM OF IN7E3TMBITS H SKTDRS/ 
BH.JÍCHSS OF TH2 KONOMT 

Authon Z. R0M.JÍ 

/. correct * reject evaluation from 4 macro-economie plani of view 

must bo based on measuring iplaJ costs «id bonefits at intrinsic social 

values.   This requires first of nil the adequate consideration of Inter- 

inai atrial and timo aspects.     The paper deals with problems and mothods of 

analysis and evaluation of interindustrlal relations nnd impacts of the 
projects from the point of view of social and nation-wide criteria. 

Tho consistency of the projects may be analysed by direct analysis of 

interindustrial linkages, by use of material balances, by mans of input- 

output methods and by mathematical programming sKthods.     Inter-industrial 

aspects of the efficiency of the projects my bo investigated by direct 

analysis of inter industri al effects, by use of accounting prices - both for 

inputs and outputs - to evaluate efficiency at the given stage of the 

production proceso, by simultaneous selection of projects and assigning of 

ftocounting prices, by evaluating the » bundle of activities" touched by tho 

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

an I by mathematical programming - maybe combining economy-wide and sectoral 
Programmings.     Tho paper reviews and analyses the methods above mentioned 

and concludes that for developing countries primarily wider use of input- 

output net hod» may be recomendad.   From this point of view, possibilities 

of the application of a standardised input-output matrix will be treated 

also.   Further, an intermediate project evaluation at seotor level will be 

reconorwded, its mothods and criteria analysed first of nil as for preliminary 

distribution of investment funds and pre-solrotion of projects by sectors/ 
branches of the eoonomy. 
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• Ref «ronco i        CID/IPK/B.12 

Titlot 30« CONSIDERATIONS OK THiS RBLJIONS OF INDU3TJH..L PR0J8CTS 
VIT' TILJOPORT'.TIOII SHWICBS 

Authori 0. SIRI 

.«alysis of some of the relntiens that link an industrial project 

with transportation servioes, particularly in areas in the process of 

development and integration - with specific refer one e to the case of 

Central America. 

General considerations concerning the dogroe in which industrial 
development depends upon transportation means and, specifically, with regard 

to the factors that must he taken into account in the evaluation of 
industrial projects. 

Xnfluonco of the aval lability *nd cost of transportation in thn 

optimum location of industrial projects.    General effects of the various   , 

transportation mans on the different types of industries and in the 

selection of the optimum levels of production.     Importance of giving spécial 

attention to the variability to which the transportation services are subject 
in oountries in the proooss of development. 

SOB» characteristics and significant fnotors of the Central .jsorican 

Conson Market and of its industrial development, mi their dependence on 
transportation sor vices.   Cnrtiin perspectives of tho countries* industrial 

development and criteria relevant to future investments in transportation 

infrastructure. 

The study includes r. brief graphic analysis that sketches seas of 

the limits that the vnrious levels of cargo transportation rates, imposed 

on the configuration of the market areas surrounding the Central jaorican 

capitals. The total ineoac of the population in each of the market areas 

constitutes an index of their rospeotivo purchasing power, useful for tho 

formulation of a series of general conclusions in connection with the most 

favourable location within a region of different types of industries. 



Ref «renco:        CI0/ZP3/B.13 

Title i C J'ITAL BUDOETINQ  JD PRICIHO TKHNIQUS3 

Author»i J.R. KETÏÏR and L.M. COLE 

This pipar presents son» techniques which could be used in 

confronting complex capital budgeting and pricing problem.   Our 

suggestions differ in several significant aspects fro« «oro conventional 
capital budgeting proceduros.   We assert, for example, that capital 

budgeting should not be accomplished in isolation fron pricing considerations, 

and we suggest a paradigm wherein pricing problems and budgeting are more 

closely integrated.     Additionally, we recognise pricing policies as 

instruments for planning which can be used directly to help achieve soma 

stated objective for the capital facility.   .Jiothor attribute of our capital 

budgeting and pricing model is that broader issues and variiblos in the sooial 

and politicil context of the proposed capital facility, variables perhaps 

not susceptible to facil quantification, can nevertheless be considered 

explicitly at specified decision points within the decision-making process. 

After discussion of some theoretical and practical lladtations, 

especially as applied to benefit nsasur«*»nt, of basic economic demand and 

supply functions, we describe our set of computer algorithms which ware 

programmed for preliminary testing.   Although our routines wore programmed 

for eomouter manipulation, we have kept their oomponent functions sufficiently 

simple so thH squivnlont computations can be accomplished easily by hand. 

It is evident ttvtt certain objectives will require sos» fona of 

price discrimination for users of the capital facility or system. In this 

paper, we exploro two typest 1) interaoneuaiir price discrimination, wherein 

different oonsumers aro charged different prices for use of the faoility within 
any one tine interval but the various price levels remain unchanged over 

time, -nri 2) interi—porn! price discrimination, in which only one priée is 

charged all users in a time interval, but that single price may change over the 
total planning period.      Which pricing scheme is identified by the model as 

the one to be preferred depends upon the contoxual parameters and objectives 

used in the analysis, together with the pertinent non-economic issues which 
are incorporated within the decision process. 



Referonoet CID/IPE/B.14 
Titlet CRITffii;. OF BOONDNIC HTMRATION IN THI XNVSTRLa 

PROJK5T IWJJU.ttlOH IN DtVgLOPINQ COUHTRIIS 
/.uthon V. Crni/JTSKY 

The paper discusses briefly mu of the problemi emerging In industrial 
project evaluation fron the viewpoint, of integration of developing countries 
with particular emphasis on the principle! and methods that ought to be 
applied in the evaluation procese. 

The first two sections deal with the importance of integration for 
the industrialisation of developing countries, the problems whieh have to 
be solved in the course of integration, and offer sow suggestions for the 
solution of these problems.   Developing oountrlos cannot achieve an effective 
industrialisation without integration, and coordlaation of their develop- 
ment plans should be considered the most important component of the entire 
integration prooess - these are the principal ideas contained in the first 
two sections. 

The basic principles of project évaluation and the procedure 
reoomendod for the distribution of industri«» within the integrating 
developing ragion are discussed in the third seotion.     The oore of the 
principles to be applied in the distribution of Industries within an 
integrating area is to secure reciprocal advantages, the "quid pro quo" 
principle, special treatment and aid for ths relatively less developed 
oountries. 

The fourth section suggests two methods of international comparison 
of prices and production costs whieh might be applied in project evaluation 
on an international scale.   The first if ths method of direct International 
comparison of prices on the basis of average basket of goods and services 
originally elaborated in detail in the KL\ Secretariat.    Ths method has 
been adjusted to ths effect that the priées under comparison are decreased 
by duties, indirect taxes and feos and inoreasod by subsidies, in an attsnpt 
to avoid considerable distortion of prices oc curing in developing oountries 
due, to varied taxation. 
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CID/IPVB.15 
à STUDY OP SNVTRONMBITAL CONSIDERATIONS IN INDUSTRIAL 
PROJECT BVALUATION, WITH SPECIAL I1EPHIENCE TO THE 
PFODUCTIVITY OF LABOUR. 

V. HAL'JCA 

The productivity of labour in a now indu »trini enterprise is, to a 

considerable dogree, determined already during the  stage of projecting.   The 

project influences this productivity of lr.bour both from the technological and 

organisational point of view and from tho viewpoint of the working environment. 

The working environnent is formed by t series of factors of virioua 

kinds and of varied intensity.   Out of the whole complex of tho conditions of 

the working environment, in the design it is possible to Influence first of 

all the factors of technical and physic al-chomic al character.   Those refer 

especially to the climate-atmospherical, sound and optical conditions, as well 

as the plant lay-out, the safety and hygienic factors, etc. 

Creating an ideal standard **>rkin¿ environment entails preventivo 

rae asure a, i.e. removing or restricting the negative factor« of tho environment 

rind positive neasurcs creating factors which improve the conditions of the 

workplace and make the stay there moro pleasant.      The way of making these 

ideal standard conditions is shown in the diagrams. 

Tho basic reason for the shortcomings appearing in designing the working 

environment is insufficient qualification, neglecting the complex approach and 

under est ina ting the importance of tho aforementioned measures. 

The design of tho working environnent must be organically embodied into 

the whole projecting process to ensure harmony between tho technical and hunt-'n 

factor in production. 

/ji ideal working environment is desirable not only becauso of the humane 

factor involved, but also sinos it has a marked economic effect.     The direct 

relation between the working environment and the productivity of labour hns 
been proved both by laboratory experiments and by general practice,   .'JI ideal 



standard working environment OPMS the porforraing of work and deer»*««* 
the axertion In work« JK that to produoe «very single product, lets working 
energy is needed than before.   Thia incren sod productivity of labour result« 
in wringt on labour eosta «id on ovfirhond expenditure«. 

'•port from eoonomicil results which can bo oaeily expressed in numbers, 
unking idoal standard conditions brings Along r. ranbtr of subsidiary 
consequential effcots which »r> som&wtnt u 'ficult to evaluate but have be«n 
diseussod briefly in thn p^per. 

To determino the economic-\1 effectiveness of making ideal standard 
conditions, wo may us« the usual methods of estimation.   Howcvor, it should 

be realised that the mean« for expressing nnd determining the economic 
effectiveness of i «omnd working environraont differ fron those involved in 
estimating the utility and economic advisability of investments of production- 
technical character. 

+> 
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Ref eronco: CID/IPI/B. 17 
Title: FINANCIAL *LNNIW5 OF INDUSTRIAL PROJKTS .JID THSIR 

/JPR-JS-'X 

/.ut hör: J.IÄ'JI 

American corporations hmc doveloped oorae affective methods for the 

financial panning and appraisal of industrial projects-*ich public agencies 

can also use.   Industrial projects must fit into m overall capital management 

programe entailing (1) development of long-rango (usually 5 years) and ehort- 

rwige capital plans, and (2) a creativo, continuing investment-opportunity 

search.     Three measures are commonly used in evaluating industrial woj.cte: 

(1) payback period, or time a project tate« to producs gross earnings 

equaling total expenditure; (2) ****** lifetime project income as a 
percentage of coital outlayj and (3) discounted cash-fl**, which relates the. 

net cash inflow ovsr the project's lifetime to investment outflow, taking 

into account the tie» pattern of investment and earnings, effect of taxes, 
deprecation allowances, and capital wastage.   Payback ignores inflows after 

the payback period, provides no maximum acceptable payback period, »nd 

penalises projects involving initial losses.   Average rate of return fails 
to consider the timing of returns, and variations in its uso can produce differing 

results.     The discounted cash-flow method, instead, it unambiguous, deals 

consistently with the project's entire earnings lifotis», and properly accounts 

for the time shape of oarnings «id investments.   In measuring a project's 

investment worth, four economic dimensions are ijjçortant:    «mount and timing 

of outlay and of the added stream of earnings, duration of the oarnings, and 

the risks involved. 

Finally, the investor noeds investment criteria to choose batwotn 

projects.   A good financial criterion is the investor's cost of capitali 

projects not expected to generate outlays ovsr this cost of capital figure 

need strong Justification on other grounds. 

-*t 
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Hef erane et CID/IP1/B.19 

Titln: SUIVIT OF LITERATURE ON COST-BENEFIT ANÁLISIS POR 
DíDUSTRI.X PROJECT EVALUATION 

Author: ARNOLD C. HARBEROER 

This paper attempt8 to tako a positive and constructive approach, 

focusing on issues which remain it leas4 to sour extant unrosolvod in the 

existing literature on cost-benofit analysis in private-enterprise or 

mixed economías, and attempting to bring then soaswhat closer to rusolution. 

In 3ection II, the questions of discount ratos and évaluation procedure» 

aro examined, and it is concluded that tho marginal productivity of capital 

in tho privato sector is the optimal discount rate to uto in coat-benefit 

analysis.   In Soction III, attention is drawn to the importance of taking 

into account expected changes in prices and costs over the life of tho 

project, particularly because of the likelihood that wago rates will rise 

faster than product pricos.    It is concluded that nil cost and benefit 

elements should be projected on a ycar-by-year basis over tho lifo of the 

projoot, not "annuali sed" as is often suggested.     In Soction IV, tho 

problem of estimating accounting prices for uso in cost-benefit analysis 

is examined, raid proeeduros arc suggosted for key prioes such as wago 

rates «id exchange rates.     In Section V, questions of thé timing of 

investment projects are considorod, and procedures for dotermining the 

optimum construction time for * fdvon project are suggostod.     The problem 

of how to adjust for risk nn<i uncertainty is nlso explored.     Finally, 

Section VI considers interrelations among projects, both from tho stand- 

point of tho separability of components of *. given project, and fron the 

standpoint of deeision*making when some or all of tho projects under 
consideration are interrelated. 
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Rcf«roneo: CID/IPB/B.20 

Title: USEFUL PROCEDURES SUGGESTED FOR DEVELOPING COUNTRIES 
OT THE DISCOUNTED CSM PLOW TECHNIQUES 

Author: J.H. McARTHUR 

It is vwy important that the developing count rit s find a way to 

rapidly indu stridili« thoir oconotd«» on in efficient enough basis to 

ultimately assure that their enterprises become more or less competitive 

when measured against intermtion.il standards.   This me-vis that the key 

people involved in planning tho industrial development    of the doveloping 

nations aust have an appreciation <sf tho ijaportance of capital productivity. 

While * »asure of capital productivity is certainly not the only important 

factor that should be evaluated in an investment analysis, it is important 

enough that it should not be lost sißht of. 

M*ny different analytical methods of ensuring investment rates of 

rotura can be found in raicrooconondc theory and in practice.   Tho discounted 
cash flow technique represento one of those methods.   From n concoptual or 

theoretical standpoint, tho discount od cash flow technique is a more 

roli&ble investment analysis framework than other methods because it accounts 

correctly for differences in tho economic lifo and cash flow patterns 

associated with an investtaent.   Two variants of the discounted cash flow 

approach aro discussed,     .¿though one of these two variants is technically 

better than the other, eithor is probably good enough in practice fiven the 
crudenese of the data one has to work with. 

Turning from the conceptual virtues of discounted cash flow, 

oxperiene« shows that this method is very difficult to use effectively in 

practice.    It assumes the existence of statistici and accounting data that öfter 

are not available.   It almost certainly requires tho availability of n well- 

trained professional corps.   When those conditions are net easily met, the 

introduction of as sophisticated an analytical method as discounted cash flow 

quito often causes confusion, misdirection of planning effort, and in 

estrone situations the evolution of a sort of complex numbers gamr. 
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Thi» la not to say that because of those practical limitations, the 
diocountod cash flow method is of no vftluo in tho context of tho developing 
nations.    .'.t tho very least, it presenta an important aid systematic «my 
of thinking about inveatraont decisions.   It may -Iso be of more direct value 
to top level ocononic planners in govemnent and in a few major enterprises 
in sono countries.     But above all, discounted cash flow is a technique. 
It certainly»presents no pannerà for dove oping countries or conpnnios. 
Sustained long-term business success re vol. o s around such goneral mana/ieajent 
act ivitica as goal setting, strategy formulation, and effective planning 
and control of current operations.    It is helpful to have as reliable an 
analytical framework as is practically feaaible within % given organisation, 
but primary attention should bo focusod elsewhere. 
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References        CID/IPI/B.21 

Titlet STUDI OF INDUSTRIAL PLJIT SYST*» 

Aithort BLC . HJSCTROCONSULT 

Industrial pianta' foni a veiy cowplex ayete»; they hair« in common ih« 

market on the ont hand, «id the proournnont aources of raw materiali on the 

other, end they contributo in total towards overall economic development of 

the partioulAr region. 

When undertaking feasibility studies in connection with the establish- 

ment of new induetriea, it ia eaaent.nl that their influence on the ayntnm 

of oxiating induatries be cheeked, ao ao to bo oble to estimate, beforehand, 

the positive and negative conséquence?» which aro to bo expected. 

In the atuly of the economic development of a region, whether this is 

governed by a merkst economy or by a contrnlly planned oconony, one ie faood 

with the technical difficulty of having to take into account a very lnrge 

maritar of paremetere, the variability of which is not always known a, priori. 

In dooling with this typo of problon,, ELC resort to the moat advanced 

toohniquos, making use, of operations research nethods, mainly through 

mathematical models of the deterministic or etoehastio types. 

txonplos are given hereafter of hydroelectric systems which have been 

studied, with gratifying resulta, by mnans of digital computers. 

Bach problem is usually laid down in toma as general aa poaaible, 

ne this procedure allows the solution of apparently different problems by 

•tans of similar mathematical modele. 

In the field sf industry, the methodology adopted maintains its 

validity even if the object is shifted from hydroelectric projocte to industrial 

plants serving o different purpose • 

In other fields, for eanmple, it was found possible to utilise the 

ewe algorithms in the study of 3«dinnnsional frrtneworka and problems 

of roek meobonice, in job organisation ma in urban traffic problema. 
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Vfith regard to the concept of optiraiz.tion, it is proforable to 
supply those who aw callod upon to ncJce ¿«citions with AS olear and 
conploto i picture u possible of technically feasible Altornatives, on 
tho basis of which the sélection of the nost *pproprinte solutions can 
be made. 
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Referenco: CID/IPE/fc.22 
Title: «iPPli'JS.'J. OF FINANCIAL NEEDS TOR NEW IHDUSTSIAL PROJECTS 

Author i CM. WII1IAK3 

This papor ftrgucs that careful financial planning is of grent value 

to the new industrial enterprise md that on affective forecast of financi".l 

requirements provides assentici clónente for oonstruction of A vi.iblo 

financing pi«« for the venture. 

The task of assessing financial mods mi how they can best be met, 

is seldom an easy one.     Development financing agencies should prepare 

themselves to lend export advice and counsel to management of new firms 

in the task of fomulating accurato forecasts of their needs for funds and in 

the shaping of plans as to how those neods will best bo met« 

The major techniques of forocanting financial requirements, the 

projected balance sheet method and the forecasted cash flows approach, TO 

reviewed, the former in some dot ail.     A thorough understanding of the 

major considerations thnt shape the sise of investment required in fixod 

assets, inventories, receivables and liquid assets is necessary for 

effective forecasting of funds noeced.     Accordingly, key determinants 

of the need for these assets aro identified and discussed.   Particular stress 

is placed on those areas in which alternativo management judgments and 

policies will boost or reduce the not nepd for funds.    The process of forecasting 

funds needed and of Modifying operating pins for the firm in order to 
minimise financial requirements, is illustrated by an exnmple.   Methods by 

whioh potential sources of funds can be evaluated and utilised art also 

reviewed. ' 

The papor identifies widespread weaknesses or problems in the actual 

financial forecasting of new industrial firms and suggests ways whereby those 

deficiencies eon be reduced.   Important among the weaknesses or problems 

aret 
1. Inadéquate «apt*sis by m&nageswnt on the planning process 

2\ Limitation» on the capacity to plan future operations 
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3. 

4. 

5. 

6. 

Failure to rauco the projections reflect the distinct ivo 
oireuMtnnoos má policies of tho particular project. 
Wideepreftd tendency toward under* stlmtion of financial 
needs. 

Widespread tendency to undorestimAte the financial 
pressures steming fro« expanding volute 
Failure to .provide sufficient unconadtted recorves of 
filoncini strength. 

Developwont firowoing agencies /vre urged to beooaa skilled in 
identifying opportunities for the new firn to minimisa its need for funds 
»Aile carrying out Its essential mission.    The flnaieing agency should work 
up detailed list« of methods, devices or policies by which capital 
roquireaonts cm bo held in chock without dtmgo to the projoct.   Included 
is n, liit of queries that nny prove useful in exposing paMibilities of 
reducing' noods. 
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CID/IPS/B.23 __ 
PBDBIAB -MID METHODS OP RESEARCH DUO TIB 1FFKTIVENSSS 
OP IKVE3TMBÍTS IN POUND 

M. RAKO'JSKI 

In Poland, M in other socialist countries, tho ro.enrch into the 

effectiveness of investments is to contributo through tho choice of the 

bsst plants to be constructed, extended or modernise, to tho obtaining of 

maximum incroato of national income fro» the ooonomic resource, which are 

at our disposal et tho given .tage of developmmt, chiefly investment, nnd 

labour-force resources. 

The development of rose*reh asthods in tho f iold of economic 

co«parison of plant, .volved fro« uaing th. partial tochno-.cono«ic 

indicator., through generalised indicator, of coital inton.ity of production 

and net co.t. to a synthetic investsent effectivon... indicator. 

The »ynthotic invostmwt effectivon... indicator u..d in Poland 

to analyse the plants to be constructed tatos into acoount the peraissabl. 

fro» the point of view of maxisdsation of the national incoa» investment 

outlay« for th. decrease of net co.t., economic losses ra.ulting fro» 

freeting of the invert««* outlay, during construction, and the adventos 
«d loss«, to the economy brought .bout by the extension of tho exploitation 

period, introducing tho tor» of the economically optimum exploitation period, 

Th. rationslity of the calculation according to th« synthetic indicator 

require, the prie«. u.ed in it to correspond a« closoly a. po.eibl* with 

tho proportion of labour outlays for pnrticulnr product.. 

The us. of the effectivene.» calculation i. at present extended 

to such field, as modernisation, international trad« and programing the 

development of whole branch., of production and the branch inter-r.lr.tion.. 

The method, used for tho evaluation of new plant, ar« specially adapted for 

those problems duo to the complexity of the problems involv.d.   In tho 

present economic situation of Poland and other socialist countries where it 

i. neco..ary as well as po..ibl. owing to th« considerable development of 
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th. promotive rosoureot to ohango onr fix» n rathor «¿«noi* to » «oro 
IntonoiYt   typo of ropnxtaction, tho «ffoctimmoM calculation DOOOBM 

ttptcialljr i*wrt«it r.s * f *etor oontributing to tho Mudaiiation of th. 
inoro«»« in th» national ineoao with tht roquirtd «twotur«. 
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Refer ene«: CID/IPE/B.24 

Title« THE BOOMOKIC E7:HJ..TI0N OF PRODUCTIVE XNVE9TKBIT8 IN HÜWO.JtT 

.'.uthori M. TURAMSZKT 

Parallel to practical computations, efforts vero Bride in ¡'ungary for 

several years to elaborata a soient if io ally w»ll-f ounded method suited Tor 

the evaluation of the «concede efficiency (ef facti venéis) of invertirent», 

/.a a result of this work, msthodologieal instruction» were issued in 1953 

by the National Pluming Of fie o for the evaluation of the economic efficiency 

of individual projocts. 

In 1964, this methodology was further developed in the light of 

practical experiences.    Tho author, who took part froa tho beginning in 

the elaboration of the Methodology, expounds its theoretical foundations And 

practical bearings. 

After the nationalisation of the industrial enterprise and tho 

introduction of centrally regulated fixed pricoo,  tho profit of individual 

firms was no longer suitable as a basis for the estimation of the économie 
efficiency of either the production or the investments.   The quotient of the 

expeoted results and inputs is applied as the  indicator of economic 

efficiency.   Both are evaluated fro« the aspect of the national economy as a 

whole. 

The productive investsents are, according to their direct objectives, 

divided into two groupst  labour sevlng and production expanding investments. 

Thft sain problem is tho evaluation of input fros tho aspect of 

the national economy.     Jsong the elements of input which have to be taken into 

account are the investments necessary for the establishment of tho plant 

which orcnicos the finished product, the accessory ("consequential") 

Investments securing material and power supply,  the working capital and the 

costs of continúen production per annua. 

For tho joint evaluation of the input of Investmente «id the costs 

of production, the so called "economic efficiency coefficient of investment sN 

is applied, whoso valu« was, for a long time,   oonaidered by projectors as 

being practically equal to the current rate of  interest. 
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Tht study propound« the correct determination of the value« of tho 
economic sfociane? coefficient from the aspect of tho national economy* 
TI» valut of the coefficient depend« - in the opinion of the author - primarily 
on the labour situation of the country, the employment situation, tho 
availability of capital and the pattern of the actual prie« system.     Since 
these oonditioM «ay doriate considerably in difforent countries, it is wrong 
to decide upon tho Magnitudo of the "rate of interest" to be applied in 
economic efficiency calculation», Independently of apses, tins and prions. 

It is an often recurring mlstaks to determine the valuo of tho 
efficiency coefficient of iiwestmsnts not fro« ths Aspect of tho national 
economy but acoording to tho interests of single plants, at a lower rite 
than would be Justified.     Tho consequence is that ths sore capital intensivo 
industries are developed and «ore capital intensive teohnologios and technical 
solutions are chosen than would bo reasonable.   Such procedure cause« waato 
in tho realisation of investment«, particularly in eountrisa short of enpitnl, 
on ths ens hand, and having considerable manpower reserve« on tho other. 
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Reference« CID/IPE/B.26 

Title» EVALUATION OF WHJSTRIAL AND INFRA3TMJCTWE MffHODOLOOÏ 
JID PRACTICAL SXrniENCB 

Author: T.E. KUHN 

The basic purpose of development planning is to provide decision 

makers with scientific information on the effectiveness of available 

Action nenne in relation to stated policy ends in a giren social- 

institutional environment.     Methodologically, this calls for systematic 

comoarisons of inputs (costs, resource sacrifices) to outputs (revenues, 

benefits) within a carefully defined framew>rk.     Good md bad examples 
for study terms of reference are given. 

Most pertinent to the analyses themselves is the continuous 

input-continuous output formulation in economic investment theory.   Mrety 

choices of production techniques, input .?nd output mixes, their magnitudes 

rnd timings, ve possible.     Each configuration    is best treated as a 

discreto project and appraised by means of the decision guide "maximisation 

of net revenues", or by more complex standards when non-monetary values 

are present, as will often be the* case.   The time dimension can be taken 

care of by discounting to present values, and project interdependencias - 

very important phenomena in development work - by further analytical stops. 

An importnnt conclusion is that there cm be no single, infiljible success 
criterion that suits .ill circumstnnces in development work.     Two hypo- 

thoticnl problems, an industrial plant proposal r,nd a comprehensive area 

developmsnt scheme, illustrate the methodological discussion. 

Practical experiences in development planning and research are 

related in the last part of the paper,     empirical studies of tie* lige 

*nd diabursraient patterns show that eight or more years may elapse between 

project idea nnd physical projeot completion.     Development is probably 

a much slower process th-n is commonly beliovod.    A roview of 81 field 

studies revealed serious deficiencies, in particular exaggerated benefit 

claims, unrealistic cost estimates nnd use of unsound analytical techniques. 

Appended to tho paper arc research proposals and further discussion points. 
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CID/IFI/Ä.27 
PORSI» mia CRITMI. IN IMDUSTRIX PROJECT aTJJU.JXON 

•n Intensive process of industrialisation is underway in the 
developing oountries within the eeope of the construction of their eoonoalee. 
It* progrese is rendered difficult owing to the Utter* s dependence on the 
prloos of raw materials end foodstuff• the? esport.   Foreign emhenge 
difficulties resulting fro« their unfavourable trend of development and the 
need to Maintain a high level of machinery and food1 importe compel the 
developing eountries to expand their funds earmarked for economic development 
•est economically and efficiently. 

In view of the importance of foreign trade to the developing 
eountries it is expedient that its criteria are also taken into oonoideration 
in capital eonetruetion. 

Theoretically, the relation of investment to foreign trade has 
been thus far dealt with only la eonaeetion with general theories of eeoneodc 
development.     Today, the majority of national eoonomie theorists agree 
that eoonoaie progress of the developing eountries can be ensured only 
by reinforcing the State's role ae an organiser of and direct participant 
in the eoonoalee.   Of utaost inportane« is its function in the determination 
of priorities of economie development which must be determined according to 
the individual needs of each oountry. 

This problem has received somewhat «pre attention on the part of 
the united Nations regional ooemdeeiono under the osmpulsioi» of everyday 
coonoxte activities.   The respective literature is eoneernod primarily with 
the eonetruetion of sectors whose production io designed to substituto import 
(Import-substituting sectors). 

Regional commissions renomme no to tie developing countries to 
evalúate industrial projoots first from the point of view of the overall 
eoonomy and secondly from that of the sector end the rang« of production on 
the basis ef the so-called social benefits wit* a view to future foreign 
osjshange savings. 
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Qrowth of thfl share of donestie production in overall oonsuaption 
in the developing countries is An evident0 of the successful progress of 
the of forts for lsport substitution. 

Doeuasnts of the United Mations regional ooaaUsions reeosnond 
that in capital construction, attention be given to the possibilitj of 
future export of a part of Ute output, particularly in oountries having 
•aller hos» aarkets. 

Csoehoslovak »concedete have also been studying this proble* for 
MM tine.    In their view, the State's function and the instruments of its 
eoonony policy, nanoly the long-torn develooasnt plans (prograanes) 
constitute an essential precondition of the whole eoonoaie development. 
In their studies of tht question of efficiency, Csechoslovak eeononists 

stress the principle of valuo in its diversified nanif«stations and rwccansnd 
tht application of sos» special indicators such as recnisj—nt of funds, 
export equivalent, etc. in variations according to individual countries1 

needs. 

-/ 
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CI0/IPI/B.28 

PROJECT EVALUATION IN THE PIUiSSNCZ OP ICUWOilES OF 
SCALE AND INDIVISIBILITIES 

DR. THOMAS VIETORISZ 

I 

Prêtently available project evaluation techniques are bated directly or 

indirectly on notion» of o concaio equilibrivi« that breakdown in the preeenoe of 

"non-convexLtiei"«    fixed costs, économie» of »cale, indivisibilities.   In this 

paper a technique i» developed that pemit» an approximate evaluation of the ef- 

fects of non-convexitios in two-level planning system». 

A dlagremaatic representation of decomposition models for USUI 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, 

fixed cost» are introduced that make the decomposition »»del nen-eonvox.   The dia- 

gram allows finding the exact solutions of such models in simple illustrative cases 

and   indicates the kind of approximation» that are available for larger problens that 

cannot be handled graphically. 

The main conclusions are the followingt 

(1) Projects are to be evaluated in complexes rather than in isolation. 

These complexes are groupings of project») sectoral plans, in turn, are put to- 

gether from such complexes. 

(2) Economy-wide master plan» formulated in terms of a limited number of 

connecting resource» can be effectively utilised lnimn-oonvex systems.   While the 

Interrelation of master plan and sectoral plans is not as simple in the non-convex 

ease as in the linear ease, it is possible to formulate approximate ways of handling 

this interrelation. 

(3) In a system that is convex in the larga and has only relatively weak 

local non-convexities, a linear approximation that consists in ITtrUmM tlT eaa- 
plcxe» together with their fixed cost» will yield satisfactory r»sult».   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 eonntetlng resource«, similarly 

to linear decomposition techniques. 
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(4) In a syst« that li characterised by a few large sectoral indivisi- 
bilities, the empirical identification of sectoral complexée is a relatively 
•imple natter 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 Intermediate kind, or «rateas characterised by ono 
kind of non-convexity in one groin of sectors and another kind in another« the tv» 
approximations are best used in combination} in this case they will produce uppar 
and lower bounds on the optimal solution to the system. 

(6) Once the optimal solution is identified, either exactly or in an 
approximate way, quantitative control instruments are required for assuring th.i!, 
the individual sectors will in fact behave consistently with this optimal o/ 
approximately optimal solution.   Prices are still essential for facilitating ad- 
justments near the quantitatively prescribed range whenever deviations from the 
plan occur in execution. 
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CID/IFE/B.29 
SHADOW PRICES IN INDUSTRIAL PHOJSCT IfALUATIO» 

J.S. FUMilNQ «id M.S. mOSTEIX 

Shadow prices are appropriate for evaluating project bam fits and costi 

«hon (i) market prlooi aro Inappropriato measures of social values because of market 

imperfections or rapid econoade chanco, (ii) indivisibilities preclude identifying 

an appropriate unique markst price, or (ili) external of feet s are important. 

Accounting and incentive prices are administrative tools rei*ted to shadow 

prices.   Application say be to privately operated projects and to those wholly in 

the public sector. 

Shadow prices for project outputs asy be detemined by reference to (i) 

market prices paid for substitutes already sold under suitable market conditions] 

(il) social costs of substitutes already ueedj (iii) minimum cost of alternatives 

not already used} (iv) price« COMUMTS   would be willing to pay} and (v) physical 

productivity of project outputs that are producers• goods. 

Problems of shadow pricing project inputs arise when«   (i) project pur- 

chases altor market prices} (ii) inputs are subject to taxes and subsidies) (iii) 

input narkete are substantially imperfect) (iv) project inputs would otherwise be 

unemployed.   In addition to direct project inputs, indirect social costs (external 

diseconomies) suet be evaluated. 

Benefits and costs occur at different points in tiss so that project 

evaluation requires inter-temporal choice.   The social Use preference rate relatée 

values of present end future consumption.   A shadow pries for the social opportunity 

oost of funds diverted from private investment as/ be cal ou let ed as the present 
value of the consumption that would otherwise have been enjoyed.   Wien agency budgets 

are constrained, a shadow pries of these funds must be calculated in terms of their 

marginal ability to produce additional net social benefit. 

Three technical notes discuss i (1) the shadow prices defined by the linear 

progressing dual)   (ii) the use of import-export prices)    (iii) iterative multistags 

factor shadow pricing. 



w^p 

-51- 

Refereneei   CID/IFl/B»30 

Titlet PRICIIO FftOfcLEMS IN INDUSTRIAL PROJECT IWI.tt.TION 

Author«!       H,JtI7JI OSTROWSKI AND ZDZISUV 3ADOWZXI 

In the paper two win approach»» to tha problaa of pricing in indus- 

trial project evaluation are diatinguiahad:    the computation approach 

concerned with tha tsehniqws of computing        valu» paraasters, and tha 

policy approach, preoccupi«d both with tha methods of inducing individual 

deelaion-a&ker* to use the centrally established parameters, end of counter- 

acting the posalble disturbeneee su eh as oan result fro« inadequate compcta- 
tion techniques.    In scrutin iti ng the eaaential probleae implied in tha 

computation approaoh, attention it directed towards tracing the intricaci«a 

of the economic meaning of shadow priées.   The sa are show» to be strictly 
dependent upon tha chosen type of the development programe, and the adoptad 

level of aggregation.   Moreover, they are shewn to be clcaely linked to 

the chosen shape of tha accounting foraula for project évaluation.   It is 

pointed out that a certain degree of substitution exists between the latter 

and the priée aot used in project «valuation.   Tha practical Impossibility 

of arriving at a perfect shadow price solution leads to the necessity of 

•pproadastiont   these are tened «Mounting priées.     Different set hod« of 

eetiaatlen of the accounting priées, either suggested or «cturlly   used In 

various count rise, are briefly diseussed.   The pradoalnaney of partial 

solutions and highly aggregate accounting prises is found to be a ooojaon 

rule of approximation.   In the final part of the papar tha generai problème 

of tha policy approach are reviewed.   In partleular, tha impact of the 

institutional set-up on the us s of accounting prleea in project evaluation 

le analysed in Urns of Afferent kinds of relationship between the ©entrai 
planning body and the individual dedal on makers. 
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kefcreneei   (3D/XPB/B,}1 

Title: k sranm «HODOLOOT rat IV.XUTIMO IKXBIBUL PINK» IH 
OP IWJIOIAL 3TK.TKIES 

Authors KM/JB B. IDBT8 

Analysis of exacting usthods for evaluating Industrial projects suggests 
tifht OIAIHI of faults.   Present evaluation nethodsi (1) Assume a static 
rather than dynamic view of ths project», (2)   contain no basis for Integrating 
varioue factors!, (3)   alla» nonrigorous qualitative' sstlaiAtss) (4)   aro 
inflexlblt, requiring complete redoing <t the evaluation If »Vnges occur; 
(5)   db net reveal sensitivity of the project desirability to various 
fastora| (4)   require that cash now «valurtion be started without advan- 
tages accumulating fron previous cvalutlono} (7)   Ignore feodhrek effotts 
of Intermediate changes on the projects, (I)   encourage ft paeslve^approaeh 
of évaluation in response to the proposals of others, instead of ths •ore 
astir« role of design of project opportunities. 

A new approach to Industrial pro>ot ¿valuation Is proposed that is 
based on consideration of ths complets life cycle of the* projoet sst»bllsh- 
nent prootss.   Urse roles are scon as dominant in an industrial projects 
ths prinsipal pro>ct lamleamntor, a financier and a governaent sponsor. 
Those relet interact throughout the ten activity phases of a project life. 

Ins sonplax tvejnlreants of realistic project évaluât ion suggest a 
ssthod bassd on explicit ntltoaatical modelling of ths pro>et structure 
and environnent«   Oommatsr slsjulatioa techniques provide a flexible basis 
for produslng tins histories of performance of the Industrial project being 
evaluated,   Ike detailed ooneidsratlons needed for a pro>et Ufe cycle 
model are deeorlbed for the case of an African textile sdii. 

finally, application of ths systems approach to evaluati'm of large 
project« or of an industrial project complex is dis sussed«   A related 
evelwetlou of waterworks pro jeete in th> Suecjuehanm Hirer Basin of the 
United State« correa to illustrate the vs e of the proposed methodology. 
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Titlst METHODS OP INJÜ3TRIAL PROJECT EVALUATION IN THE 
CZECHOSLOVAK SOCIALIST REPUBLIC 

Authors OTAJUR RRFICXY 

The evaluation of industrial projects in ths Cssehoslovak Socialist 

Republic has •pacific futuras which follow fron the »ubatane« of tho planned con- 

trol of national economy and from the «valuation of effeeftl ventea of the whole 
aocialiat reproduction. 

The evaluation of induatrial pro>eta, as wall as the ev.alwtion of 

effectiveness of investment, it carried out within the frane of the whole develop- 

ment of national economy involving both «concede and social fielda.   The to eia 1 

ownership of the Mana of production which belongs to th« whole society can be 

utilised in a planned way to the best profit of this society. 

Tho extent of satisfaction of present and future needs of tho socialist 

society and carrying out of investment serve as a eusmary criterion of effactive- 

r»3s of investment.   It is therefore necessary to follow the system of raothods of 

industrial project evaluation from the broadest economic and town-and-oountry 

planning aspects and design preparation up to the evaluation of effectiveness in 
operation.   * 

Methods of estimating economic effectiveness of investmont involvet 

V Qsnsral oonsidorations. in which important criteria ars economic, political 

and social assets of industrial projects for the respective region) and so-called 

investment necessitated by the development and indirect investraont aro baia* 
followed too) further 

V A system of indices, which serves as a tool for technical and economical evalua- 
tion of interchangeable to lut i on«.   Thii system is based on indices expressed in 

kind and in value.   As the application of indices expressed in kind is considerably 

limited, the so-eallod complex indico» indicating the valus both of investment and 

operational cost are used to a substantially larger extent. 

_J 
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Th« «in ooeylax indie« ara ite followlnit   specific investment cost, 
•pacifie cost price of production, and coefficiant of economic affectiven.... 

At present the principi«, of tha planned control of national economy are 
brtni intensified, particularly as regard, th« utilisation of th, influence of tha 
UM of value, «>ieh creates n»w conditio« for tho evaluation of accnondc effective- 
neaa. 

The affadira«., of a projact «ithin th« fra«, of inveatmant repreeents 
tha only probi«, «hioh cannot be aaparatad fron tha planning of national economy. 
Tha av.lu.tion of thi. project ia connoctad with tha di atributi cm of invests»!* 
into branchia and production sectors from the preparation of plana and designs 
up to tha réalisation of construction and its setting into operation. 
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RifirtnMi   CID/IPl/1.33 

Titlot NATIONAL ¿ND COMMERCIAL PROFITABILITY 

Author» C.D. 

Thar« are difficulties in the way of defining an optimal growth path 

for an eoonomy.   SOM of thai« can be subsumed in the notion thst a govern- 

ment should ehooat a social rate of tine preference.   Ott»re result from 

the desire to achieve atemporel income redistribution objectives.    But quite 

apart fro« the «oral problem of choosing intertemporal and atomporal incoa» 

distribution objooties, there are purear political and administrative habits 

in the way of a governaent defining those objetives.    These are not decisions 

which govemswnts are not accustomed to make; and their decision pre sue» s 

that govailaents anyway speak with one voice, which is obviously untrue. 

So however snaky the intellect usi foundations, one had better start wrth 

the assumption that the target growth path is optimal. 

Khan a decision of th is kind is aoeepted then the definition of tho 
appropriate investment criteria should be a matter of logical do duo ti on. 

But unfortunately no existing planning techniques, whether of the older 

iterative kind or using programming methods, are wall enough developed to 

make it possible to work out  systematically and eoneis tent ly the implications 

of the investment criteria for project evaluation.    It follows that the 
establishing of a set of shadow prioes to guide investment can at best be 

only a rought approximation to those needed to sscura the desired growth 
path. 

Various partial investment criteria are eansideradt   first, those that 

resolve into rjooamendations to conserve a single searee fact'*.    It is shown 

how these tend to be assimilated to one criterion, the net savings critarion. 
Quite apart from the underlying assumption that consumption is to be given 

•arc weight in most circumstances, there are operational difficulties which 

suggest that it would be better to use investment criteria implying the use of 

scat shadow prioes.   On the other sand there are severe practical *ifficulti<»8 

of asking th» set too complex.   Any set chosen must allow for the possibility 

of feedback to achieve overall feedbaok.   Two methods of doing this are 
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In tlw lMt »Mtlon tlwr« i« & briaf diaeuMiou of thi irnbl— ftclng 
»MM who hin to work out a jro>ct rotation, giran êa lnvtstnrai 

criterion« 
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«•ferenaat CID/IPi/B.34 
Titlet CWTIRIA POR IVàLUY.TION OF :.:r)U3TKIAI, PROJECTS IM AN 

OPEN ECONOMI 

Authort» LA3ZL0 C3APO and MIKL03 l-u^fOBL 

Twenty years of experimentation in Hungary sees» to prove that formula- 

tion of criteria for industrial project «valuation is «ctrw^ly difficult.   Iter« 

ara no general oritaria applicable in any oounbiy or in any tima.    Critaria are 

relative by natura.   Criteria of project nviiluation dap and on development stra- 

Ugy and on economic aituationa and possibilities.    Sinoa these factore .re 

chansing critaria ahould change too.   Mathematical programming modal« art built 

to find 'optimum aima of activity.   Frograua however optimum are determinad by 

tho«« limiting factors dacidad upon by development strategy.   Tha optimu* is 

always relativa depending on criteria. 

Tha economy has an opan character when actual and potential scarcity 

of natural resource« and conditions make« it impossible to utilise tho existing 

and expected capacities in the long run, at a full extent, on the basis of 

domestic resources.   The basic feature of the open economy is ita foreign trade 

sensitivity.    In an open econotiy growth is a function of export ability.   There- 

fore the basic criterion of project evaluation is tha expected mnximun net foreign 

exchange earnings of a project in the lone run.   Methods of efficiency computa- 

tions should bo determined by this basic criterion.   Output and input should be 

calculated on world market price level and expressed in foreign exchanges.    For 

this purpose input-output technique and special foreign-exchange rates should be 

formulated.   With the help of a "world market prie«" model we are able to ela- 

borate long term investment programs.   In the open economy uncertainty should 

be counterbalanced by concentrating on "leading sectors", on up-to-date techno- 

logy and by ensuring "strategic reserves"•    In an opan economy balanced growth 

cannot be achieved at full employment of all the resources (capacity, labour, 

raw material, foreign exchange)« 

The preparation of sound projacts requires a very detailed preliminary 

analysis of expected foreign narkets, world price trends, prospective changes of 

technology and reaaaroh, import possibilities, expected reserves, integration 

and international cooperation possibilities, domestic resources, etc.   Optimum 
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variants ahould be calculated by programing.   Deaerltpion of "two level' plan- 
ning nodal» and the "shadow prie«" nethod.   Before nodel bui Id ine the following 
preliminary atopo ahould ba undertaken! oaloulata tha taohnioaL-aoonoadc para- 
aatars of tha product} ohooee technologies variante, aaohineryi analyee pur- 
ehaaing poaaibilitiaa of mi» achine» and applianoaa) aaaaure construction 
capacity) aatiaata optiawn sisa capacity! eetinate required infreatructure, «to. 

I 

Preaent mathod a of affidano." oalculationi ara rathar rou¿h estimtee 
than axaot computations.   Baoauaa of various difficultias originating frost 
institutional mathologioal, prie«, «to. problem praaanting quotient a of 
affioianoy ar« not reliable.   Katheaatical Methods and input-output analyais 
ahould ba used, and al#o a description of praeent affidano- foneulaa and their 
oritioiaa.   In tha ataga of daeiiion asaaurenant risk-taking it one of tha 

•oat iaportant problcs» to tolva. 
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CID/OTÇ/B.35     K 

HATHEMATICAL M5THODS OF BVALUAnOM OP INDUSTRIAL PROJECTS 

O.A. MIH/JLOV 

During the last few years tho mathematical msthods, such as linear md 

dynamic programming, correlation and dispersion analysis etc, have been incroas«;- 

ly introduced in the designing and evaluation of industrial projects; broad iiir^-l 

mentation of those methods was made possible as a retwlt of the emergence of 

electronic computers, which aru capable of storing in their inoraory largo quantities 

of digital information (material) and of controlling and processing it at the 

level of several thousand operations per second. 

If it is determined in the process of evaluating ooveral projects or its 

variations that one of thou ie the best of all under consideration, i£ does not 

mean yet, that this project is optimum; i.e. it is the be3t possible way.   To 

determine really optimum variations, it is necessary to find an application of 

mathematical methods of solving so-called oxtremefjin some cases, it is possible 

to bring together the intor-dependenee undor consideration to tho nathcmaticp.1 

problems on maximum or minimum (there are aone examples in the roport)j however, 

the problems of that kind more often can be solved only by the methods of mathe- 

matical programming; approximate fields of application of these methods are shovn 

in the report. 

To the basic industrial problems, which are solved by the programming 

methods, belong the problems for determination: optimum parameters of production 

units (capacities) one of the major problems, which arises when tho evaluation 

of industrial projects is mado; optimum load ind tho use of equipment (including 

unique), r. more useful variation of the use of resources, e.g. by the more ra- 

tional cutting of industrial materials (in machine building ami other industries); 

composition of mixtures, of complex raw materials and semi-products, (e.g. cha-Q 

in metallurgy); tho ratimal distribution of different kinds of operations be- 

tween the production units, (machine tools, rolling mills, etc.); optinum plmring 

of transportation of similar kind of ¡aatorials, including determination of optimal 

dl&msions, of warehouses in industrial projects, etc. 

The report considers in detail tho example for the application in the US§R 

of the method of solving multipliers for the choosing of rational distribution of 

technological units in the heavy industries.   Mathematical methods are being incr<in- 
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lngly iapleaented for the modelling of Industrial processes, which make it possible 
during tbt «valuation procos« of industrial projects to consider the processe« and 
offsets without making the experimmts using industri«! equipment, which often arc 
followed by a doer—e of unit production cost, «ino« it is necessary to change 
artificially the production   parantsrs for the creation of tether equal conditions". 
There are soas examples in this report of using for th« above aentioned purposes, 
of method« of multiple correlation«.   The report consider« the questions of the ap- 
plication of mathammtlnil method« for the maohanitation and automation of mass cal- 
culations in planiamtrio, including the- questions of using of approximation (chang- 
ing of pure mathamatical procedures for the soheme of an approximate solution). 

__J 
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Ti ti«! lOONOMXC CRITERIA POR CHOICE OP TECHRXQUi IN 30CLXIST 
BCONOKT / THBORITICil FOWHl.TIOlB / 

Authors        K. LBZCZXNSKI 

TI» author undertakea an attempt to axplain the theoretical foundatiom 
of tti« eoonoede eholce of technique in the eodaliet economy.   It haa boan 
demonstrated In tha papar that the ehoioa of tha aast effective taehnlojua 
ahoald ba oarrled out first of all in tha proeeea of »laboratin« tha contrai 
plan.   Only tho oantral planninf board amy direetly determine, of oouree, 
within tha Unit« of tha possible, which of the existing toehnlquaa in tha 
national economy ara moat effective and which aro ineffective and «ill ba 
aithar üaoardod /in investments/ or raaovad /proviouely produced aeana 
of production. 

Tha prooeaa of tha cholee of technique In the central plan la at tha 
tino a proceas of determining tha eoonoale indicator a for tha operational 
lavala) prieoa of producta, nom of rentability, noma of tho differential 
rant, wage ratoa and depreciation ratea. 

On tha haala of theae eoonomic indicatore antarprlaaa / lnduatriee/ nay 
dotondna tha dogreo of effaetivenasa of tha reapactive techniques of produc- 
tion and adopt tha technique which la most affective to tha national eoonomy, 
Tha activée of auch a behaviour nay bo created throujh a aya tan of ceoaonle 
inoentivss eomwoted with the magnitude of the aaving of eocial labour in 
comparison to tho price.   This magnitude will increase income of the 
employed of tha enterprise /Indiatry/.   With such eonblnetion of ineontlvea 
tha most advantageous technique to the national economy will at the sano 
timo be acat advantagaoua to an enterprise lnduetry. 

Tha aoonoado inportanoe of the tiaa factor in the ehoioa of technique 
waa also considered in the paper« It was shown that tha pi wined priées of 
all producta, and also of investment pro j» eta, aro osearla paribus diraetly 
proportional to the time of n-oduct ion/construction.   The méthode for 
determining the time of exploitation of inveetaent projets with différant 
Uohniquss wore miao defined. 

Finally, tho économie significance of natural conditlona in the ohoiea 
of toehniqoe waa con aide red. 
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Referenoet   CID/IPI/B.39 
Titltt METHODS OP THE TECHNICAL-ECONOMIC FOUNDATION OP THE INDUSTRIAL 

CENTRE'S »VELOPMENT 

Author: ENRID ALAEV 

An industrial centre (industrial knot) is the moat rational form of 

industrial location reflecting tht fonerai tendency of the production con- 

centration.   It represante a territorial-productive oomplex efficiently using 

the benefits of the ratioml ooneeentration of mutually connected enterprises 

on a compact territory. 

This form of industry location secures a aupple»»ntary effect for the 

national economy (in comparison with the isolated location of enterprises) 

at the expence oft combination and joint location of the co-operating and 

interconnected enterprisesj joint building of the enterprises en neighbouring 

sites| centralisation of construction and energy capacity« water supply, 
transportation and warehouses) concentration of auxiliary branches, research 

an« deolf« establishments and technical schools) combination of enterprise» 

with different character of labour in order to achieve more complete use of 

man-power resources; savings in the housing and social construction. 

The most remarkable signs of an industrial centra aret 

- its specialisation   in the national ooonomy (which ia determined by 

the leading branohss of industry in the centre with the producto to supply 

the whole country or any ««tensive region)) 
- its «emplit¡ifllr/ (which is determined by the rata of inter-connections 

between the different branches of production as well as between the production 

as a whole and the looal conditions and resources). 

There are many typos of industrial centres accordine to their speciali- 

sation, sise and rate of complexity) and each type requires a spadai imps nach. 

Methods of tochntcal-soonomic foundation of an industrial centre applies 

the solution of the following questions! 
1.   General evaluation of the conditions of the development,determination 

of industrial centre specialisation and reasonable limit of its expansion. 

J 
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2. Vbifcin« out variants of combination of olffarant production branchas 

in tht cantra. 
3. Drawing, an aoonomie nodal of tha industrial contra. 
k.   Calculation of various balano«« raoulrod (raw ««Urlala, futi, snargR 

watar, aan-powar rssouroos, foodstuff a and trans portati on). 
5. Calculation of aupplaasntary bansfits and working out rslatad under- 

takings. 
6. Calculation of ganara! invaatMnt and drawing a plan of balanosd 

davalopasnt of tha industrial osntrs. 
7. Ragionai : -.-inj out, 

Ragionai laying out aa wall aa «oonoaic aodsl «abraoa both tho territory 
of tha cantra ttsalf and tha distri et of its a cenoni c gravitation (arsa of 
tattling aan-powar «aployad, auburban agricultural sona, vicinity of spaoial 
purpesaa-prasarving sanitary icnsa, racraation sanos ant rasarva tarritoriaa). 
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Titl«» háN¿OÉ*NT .'£ i. Fi.CTOR IN PltOJIXT EV-LUVTIOH 

Author« STONHÍaM 

Th« papar dealt with the probi«* <t mamgamant In developing countries 

fro« tht point of view of the finrncial backer of industrial projects.   It 

matea the point that, providsd an acceptable feasibility study shows tVt a 

projsct is likely to be commercially vin ble, it is relatively easy to find 

the finane« for it provided the proposed manage» nt is of the highest 
quality.    Fro» the point of view of the lender of aonsy to a project, «fargê- 

nent is of more importance Van the rscurity taken on th» assets of ths pro- 

ject.   Whatever the eecurity, ths project stands or falls by the quality of 

the manages»!*. 

Ths best ssthod of obtaining management Is to marry technioal expertise 

of ths industry concerned wüto local expsrienos of th« court ry, with both 
parti«a having *e large as possible financial investment in the project. 

The managing atency msthod gives differing results in differnt parts of the 

world, but in general is hold to be inferior to ths above method.   The 

turnkey project is considered to be very expensive and usually brings with 

it relatively poor management.   Th« recent trend in which projects are put 

forward at grossly inflated prices but with prima faci« very attractive 
repayment terms is condemned as conferring doubtful benefit on a country 

and leading to indifferent 

Oood management begins at Board level, but its focus is the projset 

manager.   He must be allowed to m«v>te, and en joy ths full support of his 
Board,   »patriate staff is extremely expensive, and all progressiv« projects 

will hnvs a vigorous training profret» for local personnel at all manams- 

msnt lovais« 
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Rcfrrenco: CID/IP1/B.41 

Title: SKILL FOH4.TION IN J.P.'Jl 

..uthor: RA£ TOKDMI20 

I 

firstly, efforts were made to find numerical relations between 
economie development nnd educational downd.   Through economic development - 
industrial structural changes-occupational structural changes - And changée 
in educational demand sequence, the importance of lower socondary oducation 
in nil stages and increasing denmd for upper, socondary and higher 
education along with sconcale development was mds dear. 

Then, the hlstorieal dsvelopaont of education and vocational 
training in Japan was reviewed.   As it is well know, Japan laid aore stress 
on education in comparison to her oeonoedo development and one of its 
results has boon rapid economic growth.     Vocational training was snlnly 
left to individual enterprises eomeetod with their life-time employment 
system.     Tho role by governmental authorities has been to est forth 
regulations to protest apprentices; to provide training Jheilitie s to 
assist the omployment of the unemployed, md to enact general standards of 
training. 

Finally, three cases of vocational education and training in enter- 
prise are examined.     The first two eases are those of Independent vocational 
training wd the last one, a cooperative type of training.   One independent 
case shows a well arranged educational and training system.     Tho other 
presents •». training system vividly adjusted to changos in circumstancos. 
It can be said from those observations that (1) spiritual education through 
a training system has a very important effect in Japan; (2) tho combination 
of off-the-job training with on-the-job training is essential and (3) bocause 
tho Japanese educational system lacks education for technicians (a kind 
of manpower between engineers and skilled workers), many Individual companies 
established special schools to train technicians for their own noeds. 
(However, recently tho Ministry of Education established several advanced 
technical professional schools for such needs). 

^J 
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Reférenost    CID/IPI/B.42 

Tit!« : CHOICE OP LOCATION TN INTfOTTP.IAL PROJECT EVALUaTIOftt 

Aufhört 3BIGMHV ZAJDA ¿M 37AIJISL/.W ZAWADZKI 

In   the papar the authors do not intend to dis oust   «liner various 

theoretical approaches to lccp.tionrl analysis in induit ri al project evalua- 

tion   or practical solutions pdoptci in so» countries.   Their considera* 

tiens and proposals are, however, breed on thair studies on locational 
efficiency of industrial pints location in Poland.   It is the authors 

belief that their considérât imp p.nd proposals are based on assumptions 

relevant also to developing countries,   They assumi that tht locational 
decisions are taken or oont rolled by the  state, that comparativo studies 

on locational alternatives are necessrry, that the target is to miniaise 

the investment outlays and operational costs of m industrial plant, that 

main economie aspects should bo considered in the quantitative locational 

analysis ote. 

The choice of location is MI integral prrt of an investment decision. 

It is neeosssry to make an attempt to separate the investment cutlmy* and 

the economic effects of a given location.   The possibilities and difficul- 

ties of such a calculation aro discussed and a scherno of this calculation 

is presented.   Several alternatives of an industrial location should be 

considered and comparative studies should be orde.   The locational analysis 

and economie calculation of locational efficiency should be carried out 

from the point of view of a given industrial plant, an industrial branch, 

an economie region and of a given locality and the national economy as a 

whole.   There may be seme differences between these calculations since they 

differ in soope and extent. 

The proposed economic calculation should be djmamie.   It should take 
Into account all foreseeable developments within and outside an industrial 

plant.   Consequently it is necessary to look at the looational analysis 

within framework on an industrial, regional and national planning. 
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Titi«! ASSESSUEîT o? FACTOR Bioowsiirs IN INDUSTRIAL PROJECT 
EVALUATION 

Author: KOICHI 3ABA 

From our atandpoii*, factor endownments are equivalent to actuAl 

resources which constitute physical, social and huwn factors rehired 

to produce goods and services ueeful to us.      It may be said that an 

industrial project is a process of transforming inputs into SOM desired 

outputs under gl van techniques.   The inputs to the process of production 
are flows or frestions of resources as we refer to in the text.   Economic 

development implies, in short, an increase of production which ¿spends upon 

an increase of supply of factors of production, which are in turn derived 

from resources or factors endovded.   Part I of the text deals with problems 

of resources under a breeder context, «id draws a conclusion that whether a 

nation can economically and industrially develop to the full extent does depend 

mostly upon technological advancement» which enable efficient utilisation of 
her resources. 

Part II is mainly devoted to discussions on locational factors and 

condition« to be examined before foneul.*.ting and materialising any industrial 

project, because a project should be designed and located so as to ¿jet a 
gain from its locational advantage. 

Part III contains three illustrative case studies all based on the 

past and present experiences in Japan.     Case 1 stresses importance of 

manpower resource for machinery industry which is estimated to have a very 

important and strategic position in the process of industrialization.   Case 2 

gives a brilliant example of utilising efficiently domestic resources in 

producing vynilon textile by using the techniques developed originally by the 

Japanese.   Case 3 SJMWS a method of figuring out regional differences in 

advantages in some locational factors for industrial complex projects using 
petroleum and its derivatives. 
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Title: INTEGRATION OF ACOOUNTINO AND MONOMIC COHC1PTS OP COSTS AMD 
W1ÑEFTTS IN EVALUATION OF INDUSTRIAL PROJ1CTS 

Author: ARTHW D. LITTLE, INC. 

The purpose of this paper 1« to develop further and describe the calculus 

by which accounting methods normslly »ed within tht privat« stctor oan be 

adapted to provide an opti«« technique for the comparative evaluation of 
•he   ,t e<.ono*ic benefits'of alternative projects te which a nation«, resource. 

wlKM. be allocated.   The paper begins by arraying the full range of factor. 
Which shonld be incorporated into an evalwtion fro« the standpoint of the 

private sector.   It then describes the adaptations of the private sector 

«•Indus th*t can be nde to produce «asures of scones* cost and benefit 
from a national point of view, identifying factors often thought nonoomperable 

but which can be included in the calculus.    Ths paper then explores the 

possibili^ of isolating and gauging the benefit to a nation of a project 
embobine sources provided by more than one nation.   It also indicate, that 

essentially the same calculus is appropriate Whether the projiet is public, 

private or mixed. 

In comparing the analysis of a project from the alternative points of 

view of the entrepreneur and the nation, the p^er note'e the utility of 
employing the concept of private gain, the concept of social or economic price 

a. 8 refinement of market price and of the alternative opportunity coat con- 

cept.    It discusses the relevance to the calculus of the conept of the nation 

as a social entity possessing economic resources rather than a géographie 

area in which resources are physically situated.    In suggesting measure. 

of social benefit, it considers that increwnt whioh the project will mate to 

gross national (or social) preset, th. excess of value produced over resource 
cost in term«, of the best alternative and the importance of the distinction 

between economic develop»* and increasing the level of resource use.   atten- 

tion is also paid to relationship, with the balance of payants and to the 
possibility of using rate of benefit as a device for the integration of other- 

wioe nonconparaM* costs and bentftts.    In converting market price« to account- 

ing or social prices the paper deal* aoparately with the problem* pood by 
wages, vnemp?oyn*nt, governmental and imtitutiomal infttmnoee on mutet wage 
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ratea, iafteraot ratet, profits M an indicator of ntt benafita, faeton 
supplied by other nations, the ralue of aale s to nationals and sala« abroad 
and tufgaats methods of adJustajMt to eliminate dia tor tieni ooeaaioned 
by subsidies and tarns.   In considering the significance of indirect oosts 
and benefit» th» papar deal« with employe« training, inoone Fwltiplier 
effects, accelerations in the economy and utilisation of infrastructure. 
Finally, a aiaulated aodel of th« recomendad caleulua ia preeented and 
ita liaitationa discussed. 

y 
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CID/IPI/B.45 
COMBINED CRITERION FÜR INVESTMENT IM MANUFACTURING 
INDUSTRIES IN DEVELOPING COUNTRIES 

THE RESEARCH DIVISICI! - CENTRE FOR INDUSTRIAL DEVELOPMENT 

Criteria for investment deeiaion-making in tho developing countries havo 

been based on underlying assumptions with regard to their factor endowments and 

growth objectivas.   As such they have stressed tho role of oapital as the scarce 

factor whose contribution to total product is to be optimised by equating it at 

the margin in the various choices,   Tho so formulations imply a high degree of 

malleability for capital while this does not hold in the industrial production 

functions utilising modern technology.    Not only are there very limited possibi- 

lities for substituting labour for capital, but there is strong evidence of comple- 

mentarity between skilled labor and capital.    Furthermore, high productivity is 

generally correlated with both, capital intensity and sise« 

If on the other hand industry Is conceived as'the dynamic carrier of 

technological progress, which it embodies in the products, equipment and produc- 

tion and management methods utilised, there can then be only limited choice as 

between capital-intensive vs. labour intensive or small scale vs. large scale 

industry. 

Some preliminary empirical evidence is presented on the skills and capital 

intonsites characterising manufacturing industries, as well as on the correlation 

between sise and productivity as part of on extensive research project of inter- 

national comparison being undertaken by the Research Division of tho Centre for 

Industrial Development at the present. 

A tentative combined criterion for investment in manufacturing industries 

is proposed which is based on this evidence, and uses tho ranking of manufacturing 

industries on the basis of several single criteria, i.e.t capital intensities, 

skill requirements, rotums to sesie and the growth pattern of industrial develop- 

ment. 

It is finally concluded that the underlying rule is one of optimising 

per-capita output (i.e. labour productivity) and that investment in manufacturing 

Industries in developing countries should be based on the optimal utilization of 
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tho complex of reieirent   oapital-skille by its allocati on to thou« uses nost 
conducive to high, long run sustained growth. 
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Rof erencet CID/IPS/C.1 
Tltlo: FOUCVMJP PR0C3DURBS   JíD PRACTICES 

Author i H.T. P;JŒKH 

The ossontial concept of follow-up io partnership between the 

development bank nnd the comprny f in-viced by it to bring the project to 

successful fruition.   The framework of follow-up work is the appraisal 

doouMnt and the holds of agreement governing a projeot. 

While an appraisnl makes an estimate of th« coat and working of 

a pro je et, auch estimate is based on assuefa iona which sight in faet not 

tun» out to be correct, and the ovolution of the project in practice might 

turn out to be on considerably different lines to those estimated.     Tho 

difficulties encountered in execution of a project relate mainly to delays 

in implementing it, cost overruns, managoaont problems rod Inter during 

the production phase - problem» in developing production, inadequate supplies 

of rw materials md marketing problems.    Whilr some of theme difficulties 

nre transient, BOOB may not be so short-lived. 

ICICI is koonly ware of the problem of overruns *id delays and 

keeps a eonstTit vigil on csee which  ire likely to face difficulty in 

this regard.   With known problems rod gonuine difficulties, ICICI Ms 

relaxed its procedures and has assisted projects cither by providing 
the additional finance or by re-arranging the amortisation schedule.   Tho 

basic roquirrmont for this is to anticipate probloms before they become 

serious rod to provide a flexible response to overeono them. 

One of the by-products of follow-up work is to provide a feedback 

for improved appraisal procedures.    The validity of tho appraisal ostimates 

would be enhanced to the extent it tries to incorporate in its procedures 

the experience gathered in the follow-up work. 
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Roferonco: 

Title» 
Author: 

CID/IPVC.2 

FOLLOW-UP 

B. BUtKOFF 

The principi! ¿notion of follow-up nativity is, without derogating 

from the projet svnnagesmt's- ^utomasy, to keoi ttui »financing institution» 

inforna of progress and perforarne« nnd in n "partnership" ration with 

the ^nngemc-nt.      Incidentally, it -rovides i chock on nppr-Msnl «thod«, 
it ny bo instrumental in obliging wnnfaaont to install effective rinunci .1 

,nd operational controls, nnd it crratrn conations favourable to •'•> ft cr- 

eare" activity by t!« flmncinp institution. 

A -ood follow-up system will includo th> creation of r ocrson.*l 

link betwen finsneing institution wlprojoct management (nominee director 

or vieiting representative, supplemented by occasional "social" contacts 

rt i higher lovel)j and .* system of result reports, at first on tho 

progress of tho factory construction nnd Later on the resulta of it3 

opérations.    Analysis of the reporto by the financing institution will 
oxtract key indications of progmsa showing whether the projoct follows 

agreed linns,  falls within -groed estimates and operates profitably «id 

effectively.      These will sovtiacr. in-ovido lemons for the nnnasoaent or 

•bout its efficiency, checks on the financing institution's appraisal 

Methods and information which con bn usefully cisployod in l"ter project 

ovaiuHioh». 

All follows work Bust br out in ita proper context.   F/ich report 

should bo viewed in the context of the business M a continuing or sanation. 

Tho fin/wcing institution should define its retirements with care  and rou^st 

no «ore infoisjrtion than is really n«4ed for its purpose.       Carefully 
devised follow-up activity cm be beneficia to ,11; but demrnds for «mnoossrrv 

information creato burdens on «moment ^ *wol*» the financinc institution 

in fruitless expense. 

J 
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Title: C.ÓE STUDY:    CONVEXIÓN OF MALTA DOCKYARD 

Author: A.H. 0.fMUML 

For a lor« time Malta served mainly as a nev«U. base.     Milt a's economy 

was largely Maed on work in the Dockyard which, together with Its ancillary 

Industries, had at one tine accounted for ono third of Malta's labour force. 

Dockyard work was not merely the primary occupation of the Maltese; it also 

contributed to the economic, educational and social structure of the country. 

Existing skills, wages and salaries orlglrited mainly from the Dockyard. 

In 1956-5? it was felt that a naval base in the Mediterranem 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 need was immediately felt to diversify the production sectors and to 

concentrate mainly on industrialisation and tourlsa.     Two development plans 

were launched, one for Period 1959-64 costing £29-1/4 Million, while the 
second plan for period 1964-69 involved an investment of £3&.4 million. 

Notwithstanding the £6 million provided for the conversion of the 

Dockyard into a commercial concern, it proved to be quite a difficult under- 

taking.   Though the fixed assets and a trained labour force were already in 

existence, the new Company had to undertake an extensive programme of 

development and modernisation to repair hug« commercial ships.     The existing 

redundant labour force and the decision to reduce it through natural wantages 

presented serious difficulties. 

Following the change-over, management was re-organised on commercial 

linee 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 dryclock 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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mie» AROmVTmvs scpsuatcs IN INDUSTRIAL PROJECT EVALUATION 

Author: J.L. VUTTI 

Í 

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

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

It should be noted that this coordinated and united work is n. recent- 
development.    A ooaparison of the existing organisation and system for t he 
analysis and evaluation of projeots with the procedures followed a few yearc 
ago, gives dear evidence of progress in the technique of économie planning. 

As for the strategy of industrial development, the irregular but 
gr aduni growth should be noted, proceeding from the epoch when investment 
decisions responded without control to impulses of the domestic mnrket or 
esternai influences, to the present in which goals and objectives of the 
sector are precisely defined in national programming. 

The criteria for investment «id the proposed methodology for evaluating 
projects are indicated and it is worth noting that they conform to the 
characteristics determined by the "diagnosis" of the present National 
Development Plan. 

Reference is mode - without the degree of precision required by the 
complexity of the subject - to the difficulties of analysing and evaluating 
projeets caused by the increase in the general price level and the relative 
distortion of Internal prices. 

In matters of international trade, Argentina's membership in L'JTA is 
noted along with the •avere restrictions which limit its flexibility in the 
short-run in the external sector. 
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Finally, thar« it a list of the agancits raaponsibla for tha 
industrial dsvalop—nt proosss, a description of thoso functions pertaining 
to «ach within the organisation of ths govamasnt administration« and tha 
aadatlng body engaged In industrial promotion. 
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CID/IFI/DJ %   
KOTBS 0» FttMtoD IJDPAN3I01$ OPT« OHMOTI (PERU) STBL PlaHT 

N.M. CAWOS 

The following points are presented in the papers 

1. A nmrket «tudy for Iron and ateol ^roduete if prejented, tho outcome of 
which his been one of the weightiest factors in favor of implementing the overall 

expansion project. 

2. A survey of the technological production alternative», assuming maximal 
operational capacity with the equipment currently installed, as compered with the 
maximal operati onal oapaoity following the addition of the new plate rolling 

facility. 

3. ,       Detemination of the investment and projected operational exponeos after 
epmpletiiv, the expansión, allowing for prop« depreciation, maintenance, and over- 

head. 

A. Development of cash flow projections at various productive levóla, re- 
flecting the short term situation, for the purpose of so setting the 30QK3A 
capacity as to provide for debt retirement. 

5. Analyei« of the production tabloa drawn up by 80QE3A, extending from 
1965 through 1970, this latter year being that during «hlch the facility would 
reach maximal capacity, guaranteeing euch a profitability of operation that it 
can oomply with it« financial commitments related to expansion and, at the saiae 
time, achieve complete import substitution with tft« relevant favorable reper- 

eueslons on the country's balance of trade payment«. 

6. finally, revolving fund tabloa, showing a tentative «valuation regarding 
the financial «olutione likely to be given to the problem of implementing tho 

project. 

-J 
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Roforane«t 

Titl«» 

Authori 

CXD/IFI/D.4 
OLOBáL PLdfliIN3 Mi PROJECT jBtAUMlOK IN CUM 

MUXML íO&JAMDM) FXOUBUifl, H.A. 

Sustained lor« range scononio growth oan be achi«v«d only provided it bo 

based on a constant increase in the productivity of huma labor.   Thin must bo 

kept in mind at all time« by those responsible for a study of the avenues of 

development for poor count ilea and the f rawing of proposais to implement their 

thoughts.   There is a dan/pr that the planning and «valuation techniques be not 

used with a full understanding of the rossons for whioh all effort» at dov«lt;pr> out 

ars aimed, thus turning the process into an ontelechy, 

Tho planning and evaluation of investment pro>ets are wholly c<*tplenK.n- 

tary.   One oan select tho roost inportant criteria, tho degree of scarcity of the 

resources and th« sjsdium rana« objectives to bo aohievnd vith certain investments 

only provided thor« exist« a general planning system, ««bracing all aspects of 

th« economy.   Evaluation, in turn, ia tho instrusmit which malcos it possible to 

toako tho conerai industrial development plan concret« and to guarantee th »t said 

I SS UM IS« yield th« «f ficiorc - «xpoctod of thorn once tho wholo progress» was 

drawn up. 

Long rang« plans includo distribution by foreign trade or JOS and tho 

g«n» ral breakdown   th« gross national product should «how.   These points will 
later be put to work in the evaluation taska, affecting the development and deter- 

mination of th« ««laotien criteria to b« used. 
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Reference: 

Title« 

Author: 

CID/IPS/D.5 

IMDBr. CRITERIA FOR /J© HP*»« IN PBOJKT ».UBATIMI 

M. REZA 

WMA* «< «W* <>««>*«* ""•* °f Irm lMeI)* * ^To 
dmta^' fiance .*»» who., pr..«* «—fl «-«• -"* * 

^Ic?. * „„tin, M to, »d i«*-« i" —» » ft**** 
«t«rprl»o. during the p*»t 5-1/2 y.«r.. 

I„ „lectin, i*»t*a pr»J.ct. for fl».** «.!*»«. «- ** 

con.!*,» t» broad criteri», th. n,ti=n.l .»ne— f***"*»      tn. 

wd th. co-roi.! prof lt»MUty.    Ih. fir* cr^rlon. «**- 

b«U for giving . pro*,* priority, .Upul«t.. tM th. I«** 

.   mi « lo» collii rwuiwwït pw •*» KM»d 

.  „till«» domestically proäucd r«w «t.rl*l« 
- prorld« «ploj-nt, but not by l«k of -eh«lMtlon or 

poor labour utili«*tion 
- contributes to th. regional develop-nt and a balanced 

industrial growth 
- eaves foreign exchange 
- contributes to the cultive growth of the industrial sector. 

The second criterion rehire, that a project 1- .ound "«-""'- 

technical* «nd financially and that it provide, a rea-onabl* return on 

the investment. 
The Bank's professional staff of ocon¿fi.t., engineer-, accountant, 

«d financial analyst, evaluate each project by. 

- conducts market survey, on raw Serial, and fini-hed product. 

- analysing the choice of sit., type, of contrition, proco*. 
machinery and equipment 

.   .Quoting th, »WH« —O**- •» "» *"»« """""* 

-J 
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-   Mklng ostlaates of capital «id rroduetion costs «4 by 
preparing forecasts of financial statements «4 cash flow. 

Du« to lMk of data, Insufficient technical knowledge end know-how, 
anrt the entrepreneur's unfemillarlly with the modern industrial set-ups, 

MJBI of floors encounter numerous difficultiee in project evaluation. 
However, by using their knowlodge, c»>erlence «id initiative, thoy aro 
abíe to gather sufficient information to appraise projects wd make sound 
recommendations. 

In order to accelerate the rate of industrial growth in the eountry, 
XMDBX ha* decided to promote and launch Joint stock eoapsnies in which the 
general public will be able to invest.   To that end, XkSBI selects high 
priority projects, properes «apioto feaeibility reports, finds ««potent 
annag«Mnt and secures the share and loan capital.   The Bank*s «perleneo 
In its first promotional activity has boon satisfactory. 

L 
Si; 
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Reference: CID/IPE/D.6 

Title f INFLUENCE OF LOCAL COÎIDITIOKS IN PROJECT EVALUATION 

Author: A.M. EL BARB HT 

Limitations In fundi, »specially in hard currencies and in skills, 
compel ¿oveloping count rit» to tako exceptionally strong measures in 

selocting projects for implementation.     Regular feasibility studies Are 

quite essential, but often provide Halted guidance to the final decisions 

for project approval due to lack of necessary information and statistics. 

Local conditions have decisive influence on the acceptance or 

refusal of projects for implementation in developing countries, and 

their consideration is often a policy issue that governs the final 

decision irrespective of the results of the rogular appraisal study.   The 

relative laportanco of the local conditions and the inter-relation between 

them varios from one country to another and are not the samo for the various 

projects in any one country. 

The paper touches on some of the most pronounced of these factors 

nnd explains their probable influence on project implementation, citing 

som» nxaaples in tho UAR, i/hcre 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 progress*!a. 

Certain recommendations for the newly developing countries may be 
obtained from the discussion of the various factors And, it is hoped that 

such recommendations will prove beneficial in ttwlr future development programmes. 

A general recommendation, however, is that the feasibility of a project In 

a developing country can only be deoided locally, with tho prevailing conditions 

In the forefront of other feasibility factors, for what may prove feasible 

and profitable in a developed country, might not prove so in a developing 

country, while the latter can hardly experiment with Investment in developmuit 

or afford to take a risk by neglecting local conditions or giving them 
secondary importance. 
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Title: FOUNDRY FOR« PROJ1CT : 

Author S.D. JOSHI 

CASI 3TODT 

The paper outline« th« ita«»» through which a project hat to puis 

till its coaplotion.     These stoges aro» 

(a) Conception stage 

(b) Investigation stage 

(e) Decision stag«, and 

(d) boMtion stage 

Peculiarities and problsas involved in «adi of ths stages have 

been exaained on th« tesis of the praetioss prévalant in Indian background. 

In the above context, a» an illustration, the ens« of Foundry Forge Project, 

Ranchi, India hat bee* evaluated.   Giving * brief historical background of 

this project, the paper deals with a review of the present nregraax* and the 
targets achieved so far.   It then d«als with the various aspects of planning 

for coapletion of this Projoct.     The «canonical features of the Projoct in 

various stages, i.e. in stage of fonulation «id «valuation, have been 

illustrated capMsiting the criteria with respect to eoaaercial profitability, 

earning forecasts, rtturn on capital, pricing policies, etc.   On th« basis 

of th« experiences during the execution of tho projoct so far, certain 

reoossssndations by way of conclusions have been »ade in the spheres of 
develops»!* of human resources, sit« locations, accuracy of prolixdnary data 

for preparation of th« project plans, formation of central project evaluation 

body, financial controls, centr%lisod coordination, «te, for the benefit 

of future projected evaluation work in the oountry. 

^.J 
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Reference: CID/IPE/D.9 

Title: QOVIRWaiT;.L ..SSIST.JCE III EST 3LISHI1I0 IHDU3TRIAL 
PR0JSCT3 IH THE PRIVATE SKTOR 

..uthor: P.MOST.'JI INDUSTRIA CREDIT CORPORúTION LTD. 

The Governments of several under-developed countries rro seeking 

to promote industrialisation through private enterprises.   For this parpóte 

it is usual to grant concessions and incentives of various types with a 

view to assisting private enterprise in gaining strength and to smoothing 

the difficulties encountered by then.   In pursuit of its objective of 

industrialisation within the framework of privato enterprise syst ans, 

Pakistan his also experimented with a variety of such Masures and 

acquired much first-hand knowledge.   This paper seeks to present sow 

of the s »lient lessons based on Pakistan's experience in this connection. 

It is now recognized that economic development cannot be brought 

about by merely injecting in the economy tho various physical factors of 

development.   On th* contrary, conditions mutt be first created which encourage 

and are conducive to economic growth.   In other words, a healthy investment 

climate has to bo created requiring tho formulation of a balanced and 

enlightened industrial policy.   In this connection the problem* of a protective 

tariff policy, rates and types of taxation, monetary policy, controls on 

consumption, price and distribution, the importance of agriculture and the 

availability of foreign capital are briefly discussed. 

It is unlikely that industrialisation through private enterprise 

can be promoted by mrasures designed to create a suitable investment climate 

alone.   These must be supplemented by measures of immediate impact and 

specific assistance to privat« enterprise.   This is warranted on grounds 

of urgency of economic development, weakness and inexpnrlonee of private 
technological backwardness and inadequacy of capital resources. 

The various steps that can be taken in this connection inelude the 

establishment of development banks, development corporations, the publication 

of on Industrial Investment Sohedulo, pre-investment advice and the establish- 

ment of investment centres in foreign countries to bring together local and 
foreign entrepreneurs. 
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Rof erene o » CID/IPI/D. 10 

Title: PROJECT ¿PPRMSLJ. IN PICIC 

.uthori S.U. DURR.JH 

¿n objective and searching projeet appraisal must fon» tht basii 

of financial decisions of .m Industriel devolopmunt bank.     The exact 

scope and nature of tho exercise wculd differ fro« project to project 

and country to country.    Howover, having regard to the economic conditions 

generally prevailing in under-developed countries, it COT be said that 

project appraisal should not be concerned rarely with conventional matters 

like cost, profit, torn» of loan, etc.      Instead, it should be broad in 

scope «id cover aspects such AS impact of the project on the oconoirçr, devel- 

opment of a sound entrepreneurial class, growth of new industries, economic 

iilisation of resources, etc.   Business risks in under-developed countrios 

are usually larger than in advanced countries.     The project appraisal should 

reflect a balanced attitude towards risk-taking} Merely because a project 

does not coa» up to noms and standards established in advanced countries 

should not eondoan it for rejection.   Development financing rather than 

sare financing for profit should be the keynote of the bank*s operation. 

Finally, the emphasis in appraisal should not be on finding weaknesses of 

the project as of correcting tho«.    '. positive outlook rather than negativo 
screening, is essential if development banking is to be successful. 

PICIC which is the leading Industrial Development Bank of Pakistan 

has sought to follow these objectives in its project aypraisal.   This paper 

seeks to outline PICIC«s technique, problems and experience of project 
appraiaal of »diu« »d largo sited industrial projects. 

The basic purpose of project appraisal is to ascertain whether the 

project is sound and to effect such improvements an would enhance its 

viability.   This involves a careful examination of all the aspoets of tho 

projoct.   Special attention is, however, paid to the following considerations 
which are discussed in the papen namely, market and marketing arrangement«, 

technical soundness of the project, the financial prospects, the management 
aspect and the final economic impact. 
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Reference» CID/IFE/D,11 

Titlet SOME PROBLEMS REauUIWO THE J5C0N0Ì1IC äFFfSCTIVINESS OP 
CAPITAL INVESTMENT IM THE POPULAR REPUBLIC OF BULGARIA 

Author» IVAN IVANOV 

The economic effectiveness of capital investiront lo always an acuto 

national problem.    It is of the greatest importance for a mtion that the merme 

employed for inductrial development show maximal effects.    The creator the effect, 
the more justified the measures taken. 

This report analyses the ways and noans we ««ploy in order to find an 

optimal solution for our economic and tochnical problems.    It shows the link of 

planned capital investments with the balance of national production and accumulated 
national income.   Ths report outlines a difference between economic effect and 

economic effectiveness *tnd stresses that economic offectivoness is both general 
and specific. 

ínstanos« are examined where a search for the general effectiveness of 

capital investment is wide,  showing methods and formulae for its calculation. 

The problems of comparative effectiveness of capital investments are 

examined in more detail.   Examples are shown of how the search for this compara- 

tive effect! venues is conduct od.    Presented are the standards of fixed time and 

efficiency, regarding both the overall wd additional capital investments.    The 

fact is emphasized that relativ« effectiveness presupposes a correlation of nore 

than two variables for the solution of one and the same problem.   Stressed is the 

need to find, first of all, the effectiveness of the general capital investment 

and, after the gonnral plan has been found suitabl* for adoption, only thon should 

the search start for additional effective inveetnent, in deciding which of the 
possible alternativi.3 is nost expedient for implenentation. 

Metftods are presented for the eonrputfttion of eeapejtetiwi effectiveness and 
formulae are given tu aid in this calculation»   The report also deals with sevoral 

problems of capital investment in foreign trade examining two basic indicators - 
the budget and currency returns.    In this connection, methods are shown for the 

computation of the production available for export. 

The author hopes that the questione he raised will be of interest to 
this Symposium, 
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Retarono«t        CID/IPI/D.12 

Title: SYST» OP /JPMUS.J. OF INDUSTRIAL PR0JICT3 IN YUQOSL.VT 

•uthor: M.V. PWOVIC 

The system of administrative control of the economy tve been Abandonad 

in Tugoslnvia «nd the nrinoiple of workers sotf-esvtagoment introducod.   The 

decentralisation of resourees for enlarged reproduetlon has been introduced 
and it is «till being carried out in such A manner that during the 

distribution of national income the greatest part of these resources is left 

to the enterprises, i»e. direct producers.   Tho role of bnnks is becoming 

stronger; the banks COM« to be distributors of resources given to then by 

the social-political communities and aro becoadng institutions working} in 

accordance with oconosdc principles.   The investment decision is »ade by the 

enterprises and this decision is not subject to any other approval by 
governs»t organs. 

Therefore, the entorpriees-investors and the banks sake the appraisal 

of projects and are responsible for the consequences. ' In addition to this, 

the banks sake tho seloction among several similar projects in esses «hon 
credits ATO requested. 

The investors   make investment docisions on ths basis of the investsent 

programs*, i.e. a document «nnbllng them to oxamlne ths justification of    - 

the investment project.   In view of tho important role which they piny» 

ths banks must prepare themselves for that role in advance.    Their mnin 

orientation is the preparation of general studios on individual industrial 

branches, preparation of special Analyses for making decisions on 

principle on credit granting AS well as preparation of special studies on 
parametere for individual economic branches. 

Tho bonks grcnt credits by moans of competitivi, bidding or direct 

negotiation.   The competitivo bidding is an instrument which enables Insight 

into all potential Applications for credit wd to meet the needs for 

speciAl products by »electing tho best projeets, existing in a certain 
period of timo. 

 J 
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The criteria for appraisal auras profitability, influence on th« 
country's balance of payments, capital coefficient, productivity of labour 
«id other criteria. 

The determination of project viability by the bank* is «ade by method 
of comparison and method of dismemberment According to a special procedure 
consisting of detailed examination of the contents of the investment progras 
fro« the econoadc, technological and technical point of view. 

The criteria for selection of the most favourable projects are the 
samo or siailar to those used for appraisal of tho projects, «hereby the 
credits are granted only to applicants meeting these eriteria to a higher 
degree 

Tho banks follow tho construction of the project and they also 
follow the results achisvnd after completion of the project. 

I 
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Hof«raneo: CID/OT/D.13 

Titlei KPttIINCE IN INDÜ3TRLÍ. PHOJICT EV XU.TIOIi IN NIOBI 

"uthor: 0.:.. F.TOTt 

On« of the min probi—s of the developinf countries it industrial- 

isation which is the only way by which thoy em raise tho standard of living 

of   tho people and produce a substantial proportion of their basic 

requirements.   Oovemmsnts «id people eonneotod with industrial development 

planning should havo spoeifie targets for their plans, be able to identify 

problems that may obstruct their sueooss -nd ostablish only such projects 

i» will, other things being equal, contributi» to the ooonoaqr. 

Direct governami interest in development projoets was not 

particularly noticeable until the attainment of independence when all the 
governments of the Föderation wore faced with the stark realities of the 

•odnrn a<e and the complicated problems of fending for their people.   Nigeria 

has accepted the challenge mi efforts so far snde have been encouraging, 

laoh Regional Oovommont as well as the Foderai Oovernaent now has not 

only Institutions for project dcvrlopaent but also thoso for evaluating 
and financing projects. 

although Nigeria is a free enterprise oeonoay where private invesotrs, 

having satisfied thoasolves that certain projoets would bo viable, 

establish industrial projects and recruit thoir own teohnical staff, the 

leven «silts, nevertheless, assess the contributions that these projoets, 
sspnelftlly those requiring incentives, ean sake to the country's ceoneay 

and have training programs for the supply of their man-power requirements. 

Efforts are being »ode to encourage projoets which will up-grade local 

raw »ateríais and earn foreign exchange as well as will lead to import 
substitution. 
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Title: OOiOMBX.'. BP3RIWCE IN INDUSTRI..L PROJ3CT EV JLU TIOK 

..uther: I. P/JA .-PES". 

The Coiosbian Government it reluctant to be directly ongagod in 

goods production.     The bulk of tho industrial project» are designed and 

promoted by the private sector. 

There ire two agencies, closely associated with tho government 

and acting in the design of industrial projects!     the Industrial 

Development Institute (IPI) And the Technological Research Instituto (HT). 

The main sour cos of financing of long-tens capital for industrial 

projects are the Private Investment Fund (PIP) and the financing Corporations. 

Tholr evaluation of industrial projects is focused on the appraisal of tho 

ce—orciai profitability fro« the viewpoint of private enterprise. 

The Superintendence of foreign Trade serves to allocate tho 

available resources of the country.     The evaluation of industrial projects 

in this instance is focused on the measurements of the foreign exchange 

benefits derived from the projects. 

The Specific Projects Oroup located at tho Colombian Planning Office, 

has so far concentrated its efforts in analysing those projects in scren of 

foreign financing.   Most of those projects have been of tho infrastructure. 

The objectives of tho different Colombian agencies in evaluating 

industrial projects are not always the sis»; the aspects evaluated by 

each one of the«, therefore, do not always coincide. 

Evaluation of projects in government agencies do not always include 

a detailed analysis of tho characteristics and effects of each one upon tho 

economy.     The technical staff is not sufficient.   The Inforaation available 

is not always sufficient or adoquato. 

It is in the Specific Projects Oroup of the Planning Office where 
a comprehensive and detailed evaluation of projects ought to be dons.   The 

difficulties hero aroi 



a) Noti project« sucailtod to the Oroup nave been in 
infrastructure where objective evaluation 1» often 
difficult. 

b) Host of the project! lent to the Oroup for evaluation 
do not really ooapete with each other for * share of 
the liaitod resources.   Budgotary Allocations we s»dc 
to flDvernaental agencies on the basis of profr.vsMS 
which refloat political considerations rathnr than sound 
projects.   This boils down to the foot ttint studies 
are «ade to Japrove or revise projeots rather than to 
approve or disapprove the«. 
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Rcf«reno oi        CID/IPE/D.16 

Title: •PPR.JSIHO   Jí INDUSTRI! PÄfcJKT IN IWDIA 

..uthor: ICICI 

The oaeentlal factor in project evaluation i* to arrive At an 
indopondont assessment of tho viability of the project, and, on this basis, 
to arriva at a financing decision.     Tho basic consideration for a privately- 
owned development bank liko ICICI, operating in a aixod economy and 
financinf enterprises in the privato sector, in assessing the viability 
of a project is to determine its eommreial profitability in tho Market 
situation prevailing in tho eco nosy.   However, tho rango of commercial 
profitability can be considerably wide} this enablos the development 
bank to take into account other factors in determining its financing decision. 

•n importint function of a development bank is to strengthen any 
weak links in tho projoct.    In ensuring adequate means of financing the 
projoct, ICICI has, as a general rule, preferred a strong oquity base for 
a project, both to keep the burden of interest payment low in the 
construction phnso of the projoct and to enable the project to have a reserve 
borrowing capacity in case the financial requirements of the project Increase 
Market estimates, oven in a planned economy, tend to prove wrong and need 
to be cross-checked. 

u development bank has ita own policy framework within which it seeks 
to operate.   For example, in tho case of ICICI, policy objectives seek to 
favour tho financing of non-traditional industrie a and of sew entrepreneurs t 
in both these respects, ICICI objectives are in conformity with the aims 
of the industrial licensing polioy in India. 

Development is a long dr-vwn procès« and as it proceeds it continually 
brings within tho ambit of viability other projects.   \ development bank, 
therefore, has to t*e a long vi«w of development. 
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CID/HVD.17 
STANDARDS APPLICABLE Tü THE SELECTION OF INDUSTRIAL FIUWÏÏCTS 
IN CUBA 

C.P. ANQEL PERRAS 

The problem of standards appllcsbla to tho •valuation of industrial pro- 

Jocts from ti» point of view of the need for a prospective development strategy . 

defining the critical factors limiting tho development of an economy is outlined. 

Starting from this promis«, and showing the significance of the objective factors 

which cannot readily be quantised, as well as some subjective ones, the main 

role of a "rational* analysis in tho final selection is reviewed. 

A study is made of the case of Cuba, explaining the foatures of its eco- 

nomy and the world economic trends suggosting specialisation.   The factors which 

limit development are the following!    a) a scarcity of foreign currenciesi •) tech- 

nical «d organisational invostment capabilities) and c) the scarcity of qualified 

labor. 

The overall s«l«ction process is criticised, leading to the choice of an 

•valuation systojn based on * mixed criterium, in which a preliminary priority 

order is set, allowing far a main evaluation factor, which is modified according 

to the other partial factors rind rational analysis t 

The proposed factors aret 

time available for paying the foreign exchange investment 

plus value due to specialists 
value added by intensity of investments in civil engineering and assembly 
work 
total investment for spared foreign currencies 

investment productivity 

labor productivity. 

Filially, practical solutions art? given for tho evaluation of projects 

related to the theme of social control over an economy, and it is rooommonded 

that an overall economic analysis be conducted, in order to avoid misapprehen- 

sions in the determination of the elements restricting development, in view of 

their variable nature. 
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Referenoet        CID/IPl/D.ie 

Tltlot IR-Ji'S SXPSaWCI IN INDUSTRI 1 PR0JKT IV 1U .TION 

Aithor: K. IRAVANI 

The industrialisation programme of Iran was started ".bout 35 yoars "go 
by Reta Shah the Great.   Thn First wd Socond Seven-Tenr Finn were undertTken 
darli« tho years 194« to 1962.     The Third one it ft Five-Tear Plan, onding 

in Harsh 196t.   Tho objective of tho Third Flui was to achieve a growth 
rate of 61 pf «ma of groes national product throughout tho plan period. 

Total allocation of publie funds for tho Third Finn wis ¿2,666 million, 

of Khich ¿292 Million was for industry and aims.   Private investment for 
industry and «Ines was estimatsd at #550 «ilion and will be supplemented by 
the transfer of allocated public funds through Qoverasjsnt agencio». 

Ths function of planning during the three plan periodi was the 
responsibility of the Flan Organisation.   However, during IN year 1964, the 
Government trasferred this responsibility to the individual Ministries and 
the authority of coordination and allocation of funds w*s left with the former, 

eeordlngly, the Resoarch Centre for Industry *nd Trade was established 
in the Ministry of leonomy with four divisions.   One of those is tho 
Industrial Project Evaluation and Preparation Division. 

In the ultimate walysls, it is tho consumers who decide the success 
or failure of *n Industry.     The quality of products -md thoir prosont ability 
is, therefore, the dosoiiating factor in project evaluation.   Otter factors 

nre also importsnt, such ast a) social benefits; b) utilisation of watte- 
pro duets; c) utilisation of existing skill, and d) introduction of labour- 

intensive industries, etc. 

Tho Industrial Project evaluation and Preparation Division seeks tho 
assistance of UN advisors in evaluating large-scale now projects.   Iranian 
technicians havo carried out projects on sagar and cement industries, for 
which thoy have already acquired the technique.   Project evaluation for 
sea» of the basic industries is also undertaken through oonsulting 

engineering firms. 

-J 



PartleulAT nttontion vu gi*m by this Division to il» •wdvfttiojt of 
industrial project« for n regional defvAopMnt progr^—•.   Ail tho available 
•tatlttioal data aro toing uoed eyetematioxlly for projeet evaluation work. 
Difficult!« are beine exprlenoed, boNrnr, in obtaining iteaieod inport 
etntistiee nnd oonprohontiTo aarfeet survey data on different industrial 
products. 
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Ref«renée»        CID/IPVD.19 

Title: PROJECT EVAIJU .TKM JID DWSL0P1WT PL.IWI» 

..ut her: S.B. /JSDUR 

In Turkey, preparation and evaluation of industrial projocts wo 

carried out in accordance with principle» and criteria indicated in the PI«. 

The Plan hns been prepared to cover the economy as * «holo ^ which the 

public nnd private seotore function side by side. 

Investment targets for the publio sector will bo readjusted »coordini 

to the volusn of investment Actually nade by tho private sector. 

i    Basic invostmsnta, power supply, irritation, das», Mist be 
•ade by the State 

ii   Productive investments»   The public seetor will readjust their 
programmes to assure the realisation of the hoeessary invest- 
mont, if the privato seetor does not invest in an expeeted 
field.   Tho establishment of mixed enterprises will not in 
principio be encouraged. 

The objective of sectoral devolopaont will be to use natural resoureos, 

invested capital, and manpower in the most economie way, to lay the foundations 

of sustained development, to prevent imbalances and bottlenecks in inter- 

sector relationships, to promote the development of sectors producing export 

goods and those producing import-replacing goods. 

In order to dotormino production targets by sectors, a fifteen seetor 

input-output table was constructed.   Specialised soetor comsdttoes were set 

up to collect basic data for the Plan,   .iter calculating the additional 

oapaeity to be established in order to meet tho domand which existing capacity 

is not abls to satisfy, the optimum capacity of production unite was established 

and broken down by years in order to make it consistent with demand.   In 

determining tho units to be added to production, project proposals were 

collected from state organisations and evaluated separately in relation to 
sectors.   Since resources sueh as capital and foreign exohange are more 

limited than others, their allocation to projects had to be basad on a 

system of priorities. 
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In industry, the yaarly avoram wU of growth 1» «poetad to be 
12.9*.   The ala i« not to Mmifaotttro every kind of product in the oowitry. 
Production will be doreloped in fielde »rfewe oonparative to* analyees 
appenr to give favourable roeulta.   Induatrial locations will be eeleoted 
with ft view to lnereaalng total productivity and proaotiag a balanoed 
interregional development,   /.coeleratod dépréciation will bo applied. 
Encourage»«* will bt given to raising the percentage of doaeotioaUy 
produced oonponenta. 

Xnveetaont will be nade in accordance with gommi and far-alghtod 
criteria by taking into consideration technological poeeibllitlaa and 
prognes.   Whllo doing ao, inequalities «ftng tha regions anali bt adnlalaod. 
Tha State will sake atratagieal inroataents in the f ioidi in which tha private 
aoetor will not participate.   Priority ahall be giran to the industrial 
lnvoetaonte which will contribute to tha social and ooonoato development 
of the rofion, aa well aa to industries which will produce capital gooda 

and asport gooda. 
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CID/IPI/D.20 

THE GROWTH OP T« -HIBTA ÄJ» IM ML.TXOII TO TIB 
STO-.TBÏ OF SCONOKIC DiraXWBiT 

ROMOLO ÜBT. 

Thor, i. no «concio dei«lop.nt ~ho. that i. *»lid for «aeh of 
th. underdeveloped countrio., in vi.w of tho great diroreity of .ituation.. 
Motrin.».., certain «h-, can provide unful fior«»., for th. 
identification of th. oMcntial el-nt. that aro pre-nt i» -any aitu*tion. 

of underdevelopment. 

Thi. report MM.I at • pr*W objetivo, in tho cai* of a very 
«ndardeveloped country, th. expansion of th. internal -rtot, by giving 
priority to th. ortnbU—ont of .elected industrial plant. intenAed to 
promote the.. «onomic eector. for which th. country dimplay* a growth 
potential bnwd on nature reeource., tradition or oth«r rol^rant fetor.. 

Tho tako-off operation .hould bo achieved not by th. introduction of 
r-alar and evenly-divided invoeUmnt. and effort, throughout the «tire 
eountry, but by .renting .trategically eituatod development pol.., even if 

they do not immediately effect nil *ro*e of the eountry. 

/. development polo founded on a number of ba.ie plant. »»« naturally 

be earofully planned a. regard, it. intrin.ic etructure of eeonomi« 
production; it. inrfitutional framework nu* almo be oonceived for ti» 
training of nwagoment and technical cedro, fro. which th. managerial 

elAM of tho eountry muet of noeeeeity derive. 

Tho institutional »truetur. of.th. agency entrumted with th. 
direction and control of th. development pole eho»14 be bamed on a mixed 
fomila that um, on th. on. hand, participation and control by the 

Stfttc.and on the othor, th. collaboration of private eepitnl. 
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CID/IP1/D.22 

opsL.noM..L PL'jNmo or .. apura moie u© CôOTINUOUS 
C -STI» ROLUD STBL PIDDUCTION PROCESS 

H.;.. K'.vntJ« 

The nend to Adjust the technology of stoelaaklag to available raw 
wtcri-U and to eoonoale requlnmsnts and market oonditions suggests 
strongly alternative proessses for industrially emerging oountrioe. 

The paper outlines principal features of the HyL-Sponge iron proeees 
which usos instoad of metallurgical coal, natural gas M reduoing medium. 
It traces briefly the development of this novel proco«» AS an example for 
indigenous industrial development with the help of intomntionAl technical 
cooperation.     It suggests the Application of oontinuous easting ae A 

further manne to achieve the objectives of esuli capital and production 
coete bosidos technical suitability. 

The report after oonvoylng information on operational performance 
of continuous easting machines, di ecus M s problem* of Integration of 
melting and casting operations,    '.fter introducing the conception of 
availability an iron balsnoe is set up for a process model composed of the 
reduction, the easting and two finishing stages, whereby for oaeh recoverable 
«id non-recoverable losses are taken into account.   Possible rates of 
production based on individual operational parameters aro derived with tho 
holp of partly analytical end partly graphical representations.   They allow 
to harmonise easting and melting operations with respect to individual 
capacities and operational echeduling. 

:JI appendix contains the derivation of relations quoted earlier 
and offers an example of operational production planning of component s of 
the reducing and the continuous easting sections of the proco ss. 

/ 
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.'.uthocJ SANER I/JTJl 

XnduetriAl dovoloontnt in Jordan iMt bean phinaiml.   Ia< 
originating in mining, wmfaeturlng and electricity hen Inereaeed fro« 
JD 4.2 million in 1954 to JD 11.7 alili«» In 1963.   Sins« 1954 a ntafcar 
of nodi» and largo aita Indu atrita have been ottabllahad.   Between 1954 
and 1962 tha iwnfcer of induetrleo (employing 5 portone or aora) hM 
inereaaod fro» 421 to 1412 And paraona engaged in thoae eotabliehMnta 
ineroneed fron «200 to 14,900.   ¿verag« labour productivity in 196) wi 

JO 1011. 

Tha privata in va atar toa boon developing a keen appreciation of 
toohnlonl nnd coononde viability coneider atione.   Tao Chantar of Industry 
hM beeoae an off«ctivo coordinate.- batwaan tha privai« and tha publie 

aaotora. 

Tha Governata*, rola In imkwtrlAl development la eeaentlAlly 
regulatory and pronotional at to protect tha pabilo interact and foatar 
actively InduotrlAl growth. 

Tha Itinlttry of actional loononr, tha Cuete« and atolee Dopartene*, 
tha Jordan Devolopaant Board, tho Industrial Daviliinnant And, and tha 
Minietry of Finnnoa art tha Oovemaant Organisationo which ATO concerned 
vith induotrial development. 

Thaaa organisatlona work with limited ataff with limited caporione«. 
Thia aitufttion raaulta in improper project evaluation.   Thia bao baon 
improving through higher aduaatlon and praatieal tmining.   In aoaldag 
inmtdlAte aolution to thia problem, tha Government haa aought tha attutante 
of national and international aganaiaa. 

In medium nnd larga alia laduatrlee, sanatoria! and technical 
know-how la provided by tho euppUert of machinery or by forcipi organisatlona 
and for anali aita inductrice loaal omntrUtt próvida «ho technical 

• 
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know-how.   Foreign macaren institutes usually earry out feaaibility 
studios for Jordan inriuatrios. 

Unding policios pursued by the ZOT allow tho financing of 30-40 
percent of tho total ©oat of the project. 

In to» caros, Oovornaont partieipAtlon la sought by «took ooapanlee. 

In appraising industrial project*, the Oovomaant applies the 
following considerations! 

1. Vlhether or not other alallar indttetrioe exist and 
lladtation of eoapotilion. 

2. Volua» of production and uluaa of local and aatemal 
demand. 

3. Savings and/or earning of foreign esaltante 
4. Coanfercial profitability     ' 
5. Contribution to national product and eaployasnt. 

The Sown Tear Plan for Jordan*s Seonoade Devalopasnt was prepared 
to aehiove tho following objectivées 

1. Roduction in tho balance of trade deficit. 

2. Inoreaea in por capita incoas. 
3. Reduction in tho level of 

Toehnioal assistmneo prograaa provided by national and international 
organisations constitute an iaportant vohiolo to train local porsonnel. 

On tho institutional nnd organitAtlonal lavóla, the Savon Toar 
Plan proposed thn following Bsaauroa with a view to iaproving project 
evaluation procoduree and practicas* 

1. Batablishasnt of an Industrial Policy Advisory Council 
representing all concerned dapartaanta 

2. Restructuring of the Ministry of national 
a. The Industry Scvtion 

i.   Licensing and Statistiee Diviaion 
11. Advisory Division 

b. Foreign Trade Division 
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3. Creati«! of Standarte Bwrwni 

4. Crtailon of aharaa ooanitt«« rtaponalblo for 
bald aharaa la Industry 

5« IterfanlMUon of Guatón» and aula« Dopartaant 
é. Tha CrMtlon of an Industrial Davalopaant Bank 

\ 



Referencei 

Titlet 

Authori 

- 101- 

CID/HVD.25 

PROJECT EVALUATION IN BOLIVIA 

AUPAZ ALCAZAR, M.A. 

I 

Three bade aspeóte of any project ore taken into consideration when 
evaluating projects in Bolivia«   a) the economic factor» namely a justification 
of the use recommended for the resources} b) the technical aspect, namely a justi- 
fication of the proposed technical alternative} and c) the timeliness, making for 
ready Implementation. 

In addition, priority oriteria appear when dealing with a rational plan, 
sinoe there is a need for relating social interest considerations to those of 
private interest.   This accounts for the importance of achieving a proper balance 
between the profit earning capacity concept, which dominates the evaluations 
mode on private criteria^ and the views featured in socially oriented projects« 

It is clear from the above that project selection is very important with 
due allowance, in the first place, for the raain objectives of the National Flan 
and, then, public and privat« interest« 

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

a) Icononic feasibility, namely the extent of the profits to be derived 
from a project.   The use of this criterion tends to bring about the highest 
possible profit from each unit of capital invested in the project. 

b) Capitol turnover rate, a factor used in an attempt at measuring capital 
productivity in a «¿ven tins, not in terms of profits, but rather of a ratio to 
the gross produce valus« 

c) The plus value por unit of investment committed, a yardstick designed to 
measure capital productivity in terns of the National Product.   This criterion, 
which gives a measure of the product-capital relationship, is very important 
socially« 

d) Capital intensiveness, referring to the greater or lesser use of capital 
required for the purpose of the project« 
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•) Amount of employment oreated per unit of invested capital« 
f) Increase in labor force productivity« 
|) Marginal social productivity of the capital, in terms of its contribution 
to the National Product 

h) The foreign currency factor, making it possible to strike a balança be- 
tween incoming and outgoing foreign currency, as a result of Ute economic process 
«hereby there is a tendency to the substitution of the National Products for im- 
ports, and to an increase in shorts.   This is an important factor, for which con- 
siderable allowance alwmm* is made. \ 

i) Benefits-cost relationship.   Unlike the criteria mentioned above, which 
bear on isolated factors, this criterion endeavors to weight them according to 
social requirements, in an effort aimed at maximising total production, while 
using a miniami of tho resource ooaplex. 

In reality, thmte pre-established criteria are coraplanented by others 
such ast 

a) Preferential treatment for the projects which return their investment s in 
a short tins« Its application is of interest in countries such as Bolivia, where 
capital is scarce and Bank rates are very high« 

b) Project completion.   This criterion gives priority to tho completion of 
projects that were initiated and remained paralysed for the lack of rosourocs. 

c) Oomplenentary nature of nome projects. 
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Titlot PBDJKT8 PA DBUWILl 

rt rJHXX  X-0/J0WI 

IN X1/.Q 

\ 

Iraq le an agricultural oountry bot lt pooooeooo any natural 
reoourooo for industrial dovelopaent,    Prior to 1991, a wide in »gl uaa 
MM tot by tho Development Board to determine industrialisation possibilities. 

W>—roui Industries «oro roeeeasnded for ostabllshatnt, including 
tHo following» 

(1) Rayon plant, (2) Textil. «Hl, (3) Sulphur recovery froe 
natural |M, (4) Paper plant, (5) Stool furnaee, (6) Fertiliser plant, 
(7) Datos industry, (•) Petrochemical industriee, (9) Caustic soda, 
(10) OUee f«etory, (11) Fharaioeutleal, and (12) Building materials. 

Ohfortunately the full programmi MM not carried out except for tat 

following! 
(1) auger factory at NOMI, (2) Tostilo factory at Mosul, (3) 

Cement factory. 

After 14 July 195S, tho Development Board «no abolished and a now 

protra—i was developed In which the USSR participated In supplying and 

supervising the construction of tho following industriest 

(1) ¿ntibioties mi Fltaraaceutical pini* (oxpoetod to bo finished In 

1966) (£6 Million)i (2) /.grleulture machinery (vndor construction)} 

(3) Rational thoo factory (CI Million)) (4) Canning factory In operation 

(£3 Billion)) (5) Bulb factoryj (6) Sewing factoryf (7) Woollen tostile} 

(•) 01AM factory, (U aiUion). 

The root of tho pragra— was carried eut under conventional 

proeeduree and a number of International firs» have been eeleeted to eonetruet 

the following plantet 
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(1) Ingpon plant («iter oonatntotion ) £12 Billion 

(2) Fino taxtilot - ¿7 Billion 
()) Pf»r ptoit - £10 Billion 
(k) Sulphur rMOvery pl«t («dor oonrtrootion) £t BUIIMI 

(5) PortiliMr 
(6) PotrooneBUnl (oonouttim Mnrioto) 
(7) Powor tintions, 300 BMjmMtt 
(8) High toMion lino 
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CID/IFI/D.27 
A STUDY OF T« FEASIBILITY OF A HW'S HOSIERY 
ítjíUFiiCTüRiNO FACILITY FOR NICSRIA 

iiRTHUR D. LITTLE, INC. 

For tho Föderal and Regional Governments of Uicerla and the U.S. Agoncy 

fop International Develops«*, io-thur D. Utile, Inc. is conducting an industrial 

development aseiatanco program.   In conjunction with thi. program we hnvo examined 

tho feasibility of manufacturing men«, and children», hosiery for domestic use 

in the country. 

In asaoasing the demand for ho.iery in Nigeria, we invcstigatod the aite 

and composition of the market, the «Aerial, design, W*U>Y and price of tho 
producta consumed, probablß competition from exportera, and the existing pattern 

of ealea and distribution in Nigeria.   On the baaie of import atatiatica, inter- 

viene wit;  major importers and market sampling, we estimated what portion of the 

market is constituted by men« a and children« a hosiery, defined two basic typea 

of knitted products and three qualities of socks being imported into Nigeria, es- 

timated the export origin and volume of each grade and projected market structure 

end aite to 1974. 

Using the market analysis ao a basis for defining the product quality 

and volume most appropriate to Nidria, we outlined tho manufacturins p»ooea 

for an intonated mill capable   of producing 150,000 doten paira of socks per 
^r,   WD presented a flow diagram» described in detail each oporaUon involved 

in the procesa and prepared machinery investment schedules for two plants, one 

producing a looped-too sock on double-cylinder machinery and one producing a 

MMMd-toe aock on single-cylinder machinery. 

Baaed on an nnnual production of 150,000 doten paira of socks on n two- 

•hift, 300-day baele, we prepared estimates of the costs, Bales price and profi- 

tability for both plants.   In addition to tho commercial feasibility of tho 

hosiery plant, we analysed theesonomic benefits of the factory to »garia and 

described the investment climate of the oountry. 
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Aithur 0. little, Ino. concluded that * hosiery factory would be both 
feasible and desirable for Nigeria.   We reeomended the establishment of a 
factory to aanufaoture men's and children's looks on a combination of double and 
single-cylinder machinery.   He suggested that manufacturing emphasis bo placed 
on double-cylinder knitting Machinery, but that tho exact ratio  between double 
and »ingle-cylinder »ohinery be decided at the UM the factory it established. 
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CID/IPE/D.28 

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

ARTHUR D. TITTLE, INC. 

I 

7 

For the Federal and Regional Governments of Nigeria and the UtS. Agenoy 

for International Development, Arthur D, Little, Inc. is conducting an industrial 

development assistance program.   In conjunction with this program, we have analyze 

the technical and economic feasibility of establishing in Nigeria a cas3ava starch 

iadhwtry to supply world narkets.   This study is an outgrowth of a previous report 

on international markets for cassava products in which we concluded that world 

market potential is sufficient to Justify cassava starch manufacturing. 

The analysis focusnd on two problema t   1) assessing the existing and 

potential supply of cassava and 2)   evaluating the economica of starch raanufactuj-e 

in Nigeria.   Detailed consideration was also given to posible location of the in- 

dustry, problems of land tenure and acquisition, and Nigeria's investment climate. 

In assessing cassava supply, we studied the availability, doponciabilitj, 

and suitability of supplies from local farmers and alec the feasibility of planta- 

tion-grown cassava.   In evaluating supplies fron farmers we considered«   1) present 

markets, prices, and distribution pattornsj 2) agricultural practices, farm siso, 

yields, and starch contentj and 3) the location and concentration of cassava- 

growing areas with respect to an export-oriented industry.    In evaluating the fea- 

sibility of growing cassava on a plantation scale, we considered tho capital in- 

vestirent requirements, oporating costs, agronomics, and profitability of a cassava 

plantation ueed as either an alternate or a cupplenental source of supply. 

In evaluating the economics of a.cassava starch plant, wo analysed the 

ospitai requirements, operating costs, and probable profitability of such a plant. 

We obtainod process information and equipment costs from principal manufacturers 

of cassava starati processing equipment, and prepared investment and oporating coat 

statements, cash flow analysis, and roturn on investment analysis for various 

conditions of production volume, raw material co3ts, and starch selling price. 
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On tha bMis of our analysis, Arthur D. Littlt, Inc. reoonaandad that tha 
ligarían Qovsrwasnt ancouraga the aatabliahawnt of a ataroh lnduatry with pioneor 
•tatua and próvida assistane« In tha following oparatlonat 1) locating and iaprov- 
lng suitabl« factory «d plantation aitaaj 2) orfanlalng both a cassava plantation 
and a local fara»r proouraaant avstaai and 3) making aleotrlc powar available at 
favorabls industrial rataa.   W» also auggaatsd a loeatlon for primary considération 
baaad on Ita low land-elsaring and «atar transportation coats, labor availability, 
and preaant volua» of production excaading food raojairaawnta. 

v~ 
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A STUDY OF THE FEASIBILITY OF MANUFACTURING OPPORTUNITIES 
FOR CONSTRUCTION PRODUCTS IK KIQBRIA 

ARTHUR D. LITTLE, INC. 

For the Federal and Regional Governments of Nigeria and the U.S. Agency 

for International Development, Arthur D. Little, Inc. is conducting an indue- 

trial development assistance program.   In conjunction vdth thio program, we QZ:BP>' 

ined the current condition and future prospecto of the building and construction 
industry in Nigeria toi 1) relato the expected demand for all typos of materials 

to Nigeria's resources and capabilities; 2) identify products which cui reascr,'»- 

bly be considered for manufacture, aither in whole or in part by privile Investors 

vdthin i'igoriai and 3) determine tho «n^i ne ering and economic feasibility of 

manufacturi ng sjMeific prcxiucts or groups of products that twet the screening 
criteria. 

We conducted our research in two phases.   The first phase involved a full 
axaminntion of the currant condition and futuro prospects of the building and 

construction industry in Nigeria, coupled with an examination of moro than 30 

product possibilities.   We screened such basic construction materials as glass, 

metal, clay, wood, plastics and concrete plus a broad range of fabricated pro- 

ducts derived from these Materiale and then selected specific products for 

possible manufacture.    The- second phase involved an evaluation of tho market, 

raw materials, engineering, and over-all eoonomic feasibility of manufacturing tho 

•elected products, giving due consideration to typical building practices and to 

construction alternatives acceptable to the Nigerian environment, 

A large number of potential new business opportunities wer-) serpono J, 

but most were eliminated because they did not have the potential to contribute 

to the economic viability of an indigenous industry.    In several canes in which 

negative conclusions were reached after some degree of quantitative analysis, vn 

included a discussion of the problem in the roport, indicating tho rationale for 

all conclusions. 

Market estimates were developed from data such as import statistics and 

construction cost and activity estimates, supplemented by qualitative information 

on typical structure and design details and building costs relevant to different 
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Referme« t   CID/IP1/D.30 

Titloj INDUSTRIAL PBWICT amUATK* 1« THAIUHD 

Author: KBIT 80MATSXRZ 

The promotion of industrial expansion in Thailand is a F^eipel 

objective of the National loonoide Devalopmsnt Plan,   Ais im aought aainly 

through private initiative.   The (knrarnaent hat the Min task of creating 

oouditiona conducive to inveetaent in industry by private entrepreneure, 

both domestic and foreign.   Mhile the induttrial state enterpriae atill 

exists, it ia not intended to add to ita nuaber.   Induitrial proaotion, 

however, ia carried out by amny governmental agenoics, auch %s the National 

leonoalc Development Board, Miniatry of Induatry, Board of Inveetaent, and 

Xaduatrial Finance OCT per tt ion. 

The major factor a for Judging the eoundneae of induttrial pro jacta 

according to the expérience of Thailand aret 

Analyse and eatiaate the national eoonondc profitabiltiy. 
The econoidic prospects of the induatrial projeot, shoring the 

percentage of returns on total invests** and «mar»» equity. 

The technical aoundnaaa including the preven reliability of plant 

proeesaea and equipaeá to assure that the plant will produce the 

quantity and quality of producta apeeified, on a continuing and 

dependable basis. 
The financial aapeet considered as an iaportant factor   for 

evaluating the profitably-of the project. 

1. 
2. 

3. 

'». 
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CID/IPî/ï).31 
A STUDY OF THE PBASIKLXTT OF PRODUCI» HARDBOARD AND 
PARTICI^ BOARD IN ORBECE 

ARTHUR D. LITTLE, IHC. 

Xelopan Industries S.A. is a proposed corporation for the manufacture and 

solo of hardboard, particle board, insulation board, and laminated board in Qreeoe. 

Arthur D. Little, Ino.'s assignent was to review the market, production, financial, 

eeonosde and management factors bearing on the establishment of « hardboard and 

particle board mill in order to express our opinion on the overall feasibility of 

the venture. 

I 
5* 

Our research effort was directed toward separate analysis of the hardboard 

and particle board segments of the wood products industry, with emphasis on ascer- 

taining tho market, assessing available processes, and preparing financial esti- 

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

to evaluating tho required resources - wood, labor, chemicals, fusi and utilities, 

transportation, site and management. 

In evaluating market sise and growth, we made use of available statistics 

and information obtained from importers and wholesalers.   Por both hardboard and 

partióle board, we calculated an average price per ton, described the end-use 

applications and product specifications and outlined an appropriate pattern of dis- 

tribution for the proposed plant.   For the purpose of assessing the major proems 

alternatives, we devolopad selection critoria by which to Judge which process 

should be employed in production.    Finnncial estimates were prepared for a 70-^ton- 

per-day hardboard plant (expandable to 10) tons) ant a 30-ton-psr-day partióle board 

plant (expandable to 50 tons).   This data included detailed breakdowns of inital 

plant investment, working capital for seven years, and production oost estimates 

for both 1964 and a 10-year period. 

Arthur D. Little, Ino. concluded that the proposed Xelopan enterprise to 

produce 70 to 100 tons per day of hardboard and 30-50 tons per day of partióle 

board near Salonika is a sound business venture.   On the basis of an investment of 

16.30 million, we estimatsd that the Xelopan enterprise should earn a true return 

of 15K compounded annually on all funds employed, return 200 plus after taxes and 

interest on total funds employed, recover fixed capital of |4.°3 million from 
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doprociation and «ami!«« in 6.8 year«, and accumulata t3.5 million within 10 

yuars in onceas funda available for dividend» or roinvoatmoxt after tho paymant 

of loans.   Wo racoamended that priority bo i^Lvon to hardboord production *nd that 

a lonc-tom purchaaa afroement bo negotiated with th» Mniatry of /agriculture to 

aasure Xelopan an adequato aupply of wood at r. fair »at. 
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CID/IPI/D.32 

A STUDY OF THE FEASIBILITY OF *N INMORäTÄD FISH-PH0CBS8ZNO 
PLANT AT ORANO RAPIDB 

ARTHUR D.  'JIVIM, INC. 

Concurrently with our study of the fresh-water fishing industry in 

Manitoba, Arthur D. Little, Inc. was asked by the Manitoban Department of Indus- 

ty and Commerce to determine the feasibility of establishing an integrated fish- 

processing plant in Grand Rapids.   Since our study of the fishing industry aa a 

whole indicated the need for considerable industry reorganisation and long-range 

planning« we predicated our feasibility study on the assumption that our previous 

recommandations for improving ths fishing industry would be implemented. 

Data collection and analysis was carried out by a marketing specialist, 

an economist, and a specialist in fish production and processing and was directed 

toward an assessment of supply, market potential and the economics of the enter- 

prise itself.   In evaluating supply, ws an<dysed both the structure of the primary 

fishing industry and the process of proeuroasnt.   The primary fishing industry 

was examined in terms of actual fish resourcos, the supply of fishermen and the 

techniques, gear and equipment avallatalo to ther, taking into considération the 

effect of using improved prácticos, equipment and facilities.   To évaluât« the 

system of procurement in Manitoba, we investigated tho organisation and sanitary 

conditions of buying stations and the transport system from station to procossor. 

The market survey focused on an investigation of existing and potential 

demand in the United States and Canadian markets.    Demand for various types of 

fish was evaluated separately under the broad categories of edible and low priced, 

the edible fish being analysed by species and the- rough fish by end use.    Our 

analysis of the economic feasibility of the plant at Grand Rapids involved an 

evaluation of tho location and raw material supplie« in the aroa snd the 

ti on of volume and cost-price estimates for ths proposed plant. 

As a result of our investigation, we concluded that an integrated fish- 
procossing plant at Grand Rapita would be feasible if established within the pre- 

viously recomended fish management area with exclusive processing rights on all 

»rdally caught fish.   Arthur D. Little, Ino. reoommended thatt   1) processing 
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plants be located in auch production area» in order to reduce production and 
proeeaeing coati, i**ove the utiliaation of fiah reaourcee, oliadnato duplica- 
tion of eervioee, and provide eacloyaent to undereaployed fiehermenj   2) consi- 
deration ba given to the faaaibility of of faring an aaalfa*ation of oadating 
fiah eoapaniea the opportunity to oatabliah auch plAnta in managenent areas pro- 
vided fieheraan righta ore protactod by the eatablianaant of the previoualy re- 
o<asaended marketing boardi   3) conatruction at Grand Rapida awai* oetabliahawnt 
,of Management area boundarieai and   k) afforta ba anda to introduce utilisation 
of modern fiahing gear and techniquea and to iaprove tho quality of >*>oceaaed 

fiah. 

I 
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CID/IPE/D.33 

A STUDY ÜF THE FEASIBILITY OF A FKHWIITROGEt. TúCILlTY 
IN THB PHILIPPINES 
ARTHUR D. LITTLE, INC. 

In 195«, Philippine consumption of fertiliser w.s largely supplied   by 
importe.    Benguet Consolidated, Inc. was interests in establishing a fixed- 

nitrogen plant in the Philippines and asked ^rthur D. Little, Inc. to oxunin-; 
the feasibility of such an operation. 

We directed our efforts toward assessing both the unrkt-t situation and 
tho economics of the propoaod plant. In evaluating the world ¡aarket situation, 

we determinad the areas in which production «xcoeded contanption and analysed 

the effect those might hare on the Philippine market. Wé prosented consumption 

and production trends and ostinata for tho United States, aoven iSuropuan coun- 

tries, Japan, India and Southeast ..sia, analyzing in detail posaibl« or,-.petition 
from exporters in Apt» and tho Woltern Unitod States. 

In evaluating the local aark&t, wo «ero assisted by the Bhgin*:oring 

and Develop» nt Corporation of tho Philippines which, under a separato contract, 

submittod * sopiate report on the fertilizer requirements of Pliilippinc agri- 

culturo.    Thus we confined our discussion of the Philippine situation to 

summary of the overall problems associated with the establishment of a local 

fixed-nitrogen industry - present versus potential supply and dorand and the 

typos of fertilizer and system of »arkoting required for a succecsful operation.. 
Our economic analysis was based on tha roquiro-, ,,nts of a plant producing 100 

tons per day of amaonia, 100 tons per uay of urea, and 170 tone pt-r day of am- 

monium sulfate.   We evaluated available production processes for each product 

and prepared estimates of the operation!« invest ont requiroumts ine uding work- 

ing capital and organizational and pre-oporational expenses.   Raw storiai needs, 

sources and prices were analyzed and separate estimates prepared of the manu- 

facturing costs involved in the production of each product.    Using soiling price« 

which reflected possible price pressure from over-supply ar^as in thu Far East, 

we also calculated rsturn-on-investrv.nt and payout for the proposed plant. 
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Arthur D. Little, Inc. concluded that m integrated plant producing 
i, um, and «noni« sulfate would require a total investmant of About 

H4 Million and would yield a 14.1* return on invoitawnt.   It would supplir 
enough locally produced nitrogonou» forti User to save the Philippines a mini- 
na foreign exchange of about 16 Million por yoar.   Ws reooraended tho esta- 
blistaent of a plant producing 100 torn per day each of aanonia and urea and 
ITO tona por day of asKoniun sulfate mar either of two roflnory sites in the 
Philippines.   We also suggusted that during facilities construction the com- 
pany purehase the products proposed for tho plant in order to begin developing 
the smrket and marketing organ issi inn that, would bo needed to handle the plant is 

output at eapaoity. 

I 
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aefereneot   CID/m/D.39 

Titlet TSCHNXG/X KWCTIOH ;JID .PfRBNTKZSHI? II «ií '1ST INM3Si 
A PROJECT mûPOB/X 

Authort V.A. RICHARDSON 

This paper deal« with Teohnieal Education and Apprenticeship in 
the West India«.   Ita Min oonoarn is with eduoation for the broadly 
defined engineering industry, i.e. »wilding, Manufacturing, Maintenance, 
electricity supply etc.   Though It applies specifically to conditions 
found generally in the Vest Indias and includes a pilot investigation 
for St. Lucia it is hoped tint its gen ral approach Ut applicable to 
other developing onuntries where siailer social and economic conditions 
exist. 
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CID/IPI/D.36 

W.XU/.TION OF INDUSTRIA PHOJICTS IN CHU* 

o. ouH..num 

Tho nMd for conscious diroetion of the industrial Motor «id tlM 
need of auoh aoro detailed Industrial plmming md progrwring, Ms boon 
Accepted AS A pre-requisite for AdoquAto project evaluation in Ccylcr 
whether It bo in the public or privnto sootor.. Tho struoture which it 
'being estnblishod for project dorelopstont and projoct cvAluntion Moto 
to enure Adequate study it dif forent leve Iti 

A)   Tho proeedure far projoct evnluntion itself is based on 
tho formulation of an Industrial Plan, «Ithin A National Han. 

b) 

e) 

d) 

o) 

Such m Industrial Plan Mill próvido Auong other things A 
forecast or projection of tho roqulrcnents of Industrial 
goods nt tho ond of tho pint period, In relation to such 
fnotors no tho desired rAtes of ooonoedc growth, the desired 
stnndnrd of living And the desired volue» of investment and 
oonounptlon. 
Within the plan objectives Which ATO bAMd on nAtlonAl 
eriterin, the soloction of projects for investment would 
be bnsod on eriterin which will srudjdso tho utilisation of 
MATOO rosoureos, and would be built Into tho Industrial 
Finn nt tho level of Nntionnl Planning. 

Projoct evnluntion itMlf will derivo part of its aeeuraey And 
reliability froa the evaluation of thr porfotaanee of existing 
Industrien. '- 
Tho teohno-ooonomlc Aspects will need the «oat vigorous scrutiny 
And verification and thid aspect will receive the Attention of 
tho Industry panolo. 

f )   Criteria of evnluntion thnt will bo employed will laclado what 
ont sight tern 'Sectoral' eriterin. AS wall AS 'project« 
eriterin.   'Sectorni' eriterin will bo thoM whioh hnve An 
lapact on related lnvnstnonts, and the CApaelty to stiaMlate 
and Aceeltrnto induetrinl growth.   At this point, proJeet 
evaluation will bo cloaely linked with project dovelopnent. 

Project eriterin will bo these whioh ATO liadted to tho economies of 

the projeot itself. \ 

The machinery for planning And evnluntion In tho Industrios Ittniatry 
described In this paper la being designed to achieve these objoetivee. 



Riformo« t 

Titl«i 

Authort 

-HO 

CZ0/IPI/D.37 
PUNK» AN IWBORATID «HCL MUL IM A DlVELOPIKO COUNTRY 

and 

Considering the situation prevailing in India during the years 1950-1953 

the reasons for »ettinf up a domestic eteel industry are briefly discussed.   The 

various po.sibilitiee of a realisation of this goal are described using the case 

of the construction of an integrated flteel mill for goii« into p more detailed 

discussion.   The derivation of the location of the plant and the fact ora involved 

in reaching this decision are outlined before an explanation is given as to the 

for» and principles of planning and execution of this project as laid down in tho 

agreements of the contracting parties.   Alternatives are discussed.   The techni- 

cal outlay of the plan had to provide for a considerable incroasa of tho capacity 

installed ovor a range of 500,000 to more than 1 million tons of stoel p.a. 

The agreement between the contractai« parties resulted In a specific 

distribution of responsibilities.    This distribution of responsibilities, howvw, 

resulted in a specific way of an «»cution of tho drafted plans» 

The steel plant, which has bean established in a formerly unindvstrial- 

lted part of India he* social implications both with regard to tho labours om» 
ployed as to the surrounding commurAty.   Querfmons of planning residential areas 

living quarters for tho construction personnel« of planning for skilled ?.rd un- 

skilled manpower needs and of teaching the skills r«quirod are discussed with 

rsf«rence to the specific situation.   Different possible lines of approach aro 

evaluated. 

The various problems of planning and «»outing this project load to a 

considsration of alternative Unas of approach and a suggestion of modifications 

for future projects» 
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rrr-rassa o* ws *«ST FíJOST/JI if)U9TiŒAL DIVïLOPIUW OMIFOUTIOII 

IH wm/ìnm THE E;DUSTKIí.L K>T¿NTL L H» P/JOSTAN 

A.N.K. K&ZAXX 

I 
The injection of Oovemaoit '• initiativ« and noney through the agency 

of putì io sector, in order to giva speed and a ••no« of diro et ion to the 
dsvelopeent process, met with suoh a degree of sueeess, especially in indus- 
trial field in Pakistan, that initially the Pakistan   India trial Development 
Corporation and, subsequently, tho bifurcated Provincial Corporations namely, 

T%at Pakistan Industrial Developaem Corporation and last Pakistan Industrial 
Developnnt Corporation OMB to bo recognised as an important link of the 
developmental machinery of the cotait ry.   The ir eontribubion towards national 
growth is evident not only in the industrial capaoüiss eroatod or employment 
provided by these Corporations, but also in the manner aad extent to which 
the private enterprise «as indue od to participate in the industrial progress» 
of Pakistan.. 

Tho fatter PIDC saw th* oovmtry through the first stags of inch*trini 
development by sotting up consumer and Inters«diary goads Industries.   bKDC, 
eontinuing the »eaontua generated by the PIDC, haa new taken up the second 
phase of development i.e., creation of eapaeities in basis and ospitai goods 
industry* 

The evaluation of th» performance of publie corporations like the KPIDC, 
merely in toma of finaneial returns does not tell the whole story.   For 
• truer picture, full weight has to be given in the evaluation process to 
other objectives and targata (social, political, etc.) that ars slsultaneoualy 
ashleved by the Government through the operation of tush Corporations.   It 
is only when the evaluation is done in its right perspective that a complete 
pasture of the effectiveness of a public cor per at ion in uplifting the eoonony 
of a developing country can be oerreetly re-constructed* 

I 
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