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Mr. Warren C, Baum December 24, 1968

N1
A. David Knox QQ-";;;-

Sector Studies and Project Fvaluation

o

I have r with interest the copy of Mr, van der Tak's memorandum
of November 25¥on the above, which you let me have, I agree wholeheartedly
with van der Tak that there is an urgent need to strengthen our work on
sector studies and, indeed, generally on the whole question of project
identification and preparation,

I think, however, that he may be laboring under some misunderstanding
of the attitude of the Projects Departments on this matter, In some sectors
it is in the nature of the work that any review of the borrower's system is
coterminous with a sector review, This is true, for example, in power,
Nevertheless, I know for myself that I am profoundly concerned about our in-
ability to devote more time to sector studies and it is my impression from
conversations that the other Projects Departments are at least as concerned
as I, The problem, unfortunately, is basically one of staff, I personally
found that in the last two years I have had to Justify considerable requests
for substantial staff additions to carry out appraisal and supervision work.
‘dhnnukingforuowpuophtorthuomauithubundwmym-
ficult to obtain agreement to add additional positions for other tasks,

This is particularly true of sector studies where one has faced the problem
of demonstrating the need in clear quantitative terms. I now hope that the
Five-Year Plan will make this easier. At least we can look ahead and note
the countries inﬁzichth.wkhoputolmdinthooodngﬁnym. It
is then a fairly simple matter to decide where preparatory work is needed
and of what kind,

Unfortunately, this still leaves quite a big gap, consisting of
countries where no lending is proposed in a particular sector and where we
have no information about the sector. In case of this Department, this is
particularly true of telecommunications and water supply. In those two
sectors the number of countries on which we have no information is so large
that we cannot launch sector studies on all of them at once., We must draw
up some order of priority. The question is how. As an experiment I have
recently sent a memorandum to the Western Hemisphere Department giving a
list of countries in Latin America on which we have no information on water
supply and for which no water supply lending at present appears in the Five-
Year Plan, My question has been, firstly, is it likely that we might con~-
sider lending if we knew more sbout the sector in any of these countries
and, secondly, what is the division of lsbor between the Bank and the Inter~
american Development Bank? I hope that this may give us at least a few
countries in which we should carry out exploratory work to try to determine
how to go on with the study of the sector, If the experiment works, I will
try it on the other Area Departments and also for telecommunications.
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I am less convinced than Mr., van der Tak seems to be that the
qualifications needed for sector studies are different from those needed
for appraisal and supervision work., After all, an important task in any
sector review is that of comparing projects. This is very akin to ap=-
praisal work. smbImlunmminudmnhothatthoumzmd
on sector studies should be organized in a separate unit. There is much
hbeﬂdﬁrgvhgammnmnmmofmmniw
and instrueting him to carry out whatever work is necessary within that
area to identify, prepare and appraise projects, and so on, Whatever we
do,hmwor,bohpmoourhmdli.ngotmstudiu,Ih@ouuﬂl
avoid adding still further to the diffusion of responsibility within the
Bank and the uncertainty it produces.

¢cs Messrs. Kamarck
van der Tak
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FROM: Herman G. van der Tak

INTERNATIONAL éEVELOPMENT | INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
ﬁ550C|ﬂTiON RECONSTRUCTION AND DEVELOPMENT CORPORATION
|
- OFFICE MEMORANDUM
i |
TO: Mr, Warren C. Baum DATE: December 2L, 1968
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SUQJE(:T;Project Data Reporting System: Implementation
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‘explors and give advice on how data ColTection may.
be improved. e s e

1. I refer to my memorandum of October 24 on thevﬁéiig;—up of
projects and your subsequent memorandum of 3 December, th attachments,
and earlier discussions on this subject. We are pleased to find general
support for our proposal. Further progress will require decisions on the
following issues: (i) what data are to be reported for what projects,
how are the data to be collected and reported, and how are they to be
stored; (ii) what will be the responsibility of the various departments
and divisions involved in making!the project data reporting system work,
and what staff arrangements need to made for this purpose; (iii) where
and how do we start with the implementation of the reporting system.

I. Substance of Project Data Reporting System

& fandardized lists of data requirements will be prepared for each

—type of project. The list should bear in mind the two-fold cbjective of
- the data reporting system, i.e., (i) to facilitate monitoring of the pro-

gress of implementation of the projects to meet the operational needs of
the Bank (anﬁ'hopefully of the national authorities concerned); (ii) +to
determine whether projections of the project costs and benefits made
during appraisal are reasonable and how they could be improved.

3 The scheme is unlikely to be successful unless data requirements
are limited to what project authorities can reasonably be expected to
provide. Requested data should be easy to collect. Care should be taken
©o ask only for the most important data, and to limit the frequency with
which they have to be reported. The frequency of reporting may need to
be somewhat higher for the purpose of monitoring than for research, but
the general principle should be to economize as much as possible on the
data reporting requirements.

L. . There will be a need to determine the proper compromise between
ease of collection of data and their usefulness as indicators. The system
should be expected to evolve when practical experience is gained on what
can be done and what are the most useful indicators of the progress of g
project and its benefits and costs. Staff shqgig*%gqggggighle,ta“give
technical assistance in the field in organizing data collection and to

uasPully and efficiently

B Both data collection and storing and processing will be faci-
Alitated if printed standard forms were used for reporting, with carefully

fworked out instructIOns on how data Should be reported.

Forms and check-lists currently being used for project appraisal and super-
vision and for the proposed .data bank should be a oo starting point for

devising appropriate forms. These forms should be flexible enough to acco-
maodate any changes that are necessary to allow for Ahe particular features

7

»
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of any specific projects. Some adaptation of the-standard forms is likely
to be necessary in most cases, but they would provide-a general framework

and ensure a reasonable degree of upiformity in reporting and cut down on
the administrative.burden,.both for the borrower and the Bank, _Bapk, In due

T 10}

course the reportlng forms and instructions should be translated at least
in Spanish and French.

6. Careful consideration should be given to the question as to what
extent the monitoring and research functions can be served by the same
project data reports. There is obviously considerable over-lapping but Tt baluidma

oo project supervision, for example, may require more frequent reporting of s .
oﬁ¥'$if¢ i cost data than is necessary for evaluating ex post what happened to the 49 &JWLu,
K\\‘ - project. Conversely, project re-evaluation will probably have some data P-I-U
;& equirements that are not necessary for a more limited monitoring purpose. é%h

e most effective way to handle this may be to have one standard data
;if reporting form, but with different parts, one geared to monitoring, one k*?““““‘“‘ﬁ%w
¥ 1o re-appraisal, and one dual-purpose. ;

T Storage of project data also requires further consideratione.
Files should be centrally located and be easily accessible to all inter-
ested parties, in particular the Projects Departments and the Sector and
Projects Studies Division. 4s a minimum the project data reports should
be kept separate from the operational files and general correspondence.

It may also be desirable to provide separate storage for data necessary for
re-appraisal. The extent to which, and at what time, information should

be transferred to magnetic tape for compulterized data processing w111 also
need to be investigated.

<

II. Staff Responsibility for Project Data Reporting Sysitem

B In general, the Projects Departments will be responsible for the
day-to-day administration of the project data reporting system. The Sector
and Projects Studies Division, in consultation with the Projects Departments,
will initiate selting up the system, consult as requested on statistical

and other problems that may arise in data collection, reporting and storage,
and review the general adeguacy of the raportlng system and make recommenda=
tions for improvements,

9 Specifically, the Sector and Projects Studies Division will

(i) prepare standard lists of data to be reported for each proto-type
project; (ii) prepare forms for reporting of such data; (iii) advise on
definitions of data and statistically efficient ways of collecting them;:
and (iv) advise, in consultation with the Statistical Services Division,
on the appropriate storage of project data. For these purposes the
Division will work closely with the Projects Departments, and undertake
missions as required. A small unit of 2 to L professionals will be esta-
. blished in the Sector and Projects Studies Division to carry out these

, functions and provide a focus in the Bank for project data reporting.

v . i’ : P ;
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M. Warren C. Baum -3 = December 2L, 1968

10, The Projects Departments will (i) adjust the data reporting
requirements and reporting forms for specific prejects as required, in
consultation with the Sector and Projects Studies Division; (ii) ensure
that reporting requirements are met, with respect to guantity, quality
and timing, and send reminders if necessary; project supervision missions
will be expected to check on the adequacy and the reliability of the re-
ported data and to straighten out any difficuities that may arise, with
the assistance of the Sector and Projects Studies Division as required;
(iii) maintain up-to-date project data files. The Projects Departments
will not have any special staff assigned to project data reporting.

This function will be part of the normal staff responsibility during
project preparation and supervision, and sufficient time will have to
bte allowed for it. Whoever in the Projects Depariments is responsible
for a particular project will handle reporting requirements, under the
supervision of his Division Chief and in consulbation with the project
data unit in the Sector and Projects Studies Division.

s = Questions arising from the project data reporting system will
normally be dealt with through direct contact between the Projects
Departments! Divisions and the project data unit in the Sector and
Projects Studies Division. Proposals for the initial organization of
the reporting system, or for subsequent major changes, and any major
difficulties that may arise during implementation in specific cases,
will be cleared with the Director of the Projects Department concerned
and/or the Associate Director, Projects, and the Chief of the Sector
and Projects Studies Division.

12. At least during the peribd of the initial setting up of the ‘i'
reporting system it would facilitate cooperation between the Sectcr and ¢

Projects Studies Division and the various Projects Departments, if con-

that all appropriate people were consulbed on the various issues.

tact men were appointed in the Projects Departments who would see to it %‘

- III. Work Program for Setting Up the System

13, The system is to be implemented gradually, and presumably with
some trial and error. The choice of the type of projects to start work
on is largely governed by pragmatic considerations. It is most conve-
nient to start with projects that come up for loan negotiation in the
next several months., A further more systematic selection may be based
on the quantitative importance of the type of project, whether it has
frequent problems of evaluation or implementation, and whether relevanv
data can be collected relatively easily.

1L, The Sector and Projects Studies Division expects to have a key-
man available for the proposed project data unit by early Spring 1969.

A systematic start could be made then with the classification of projects,
the selection of standard lists of data for various types of projects,
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the preparation of forms, and the elaboration of adminig
ments, and filing angd storage methods. The unit will,
in close cooperation with the Projects Departments conc
staff in the Sector ang Projects Studies Division.

trative arrange-
of course, work
erned and other

A5 * I expect that 12 months after the start of Systematic work on
project data reporting the system should be working for the 10-15 most
prevalent types of projects. Further adjustements and exXpansion in
Coverage will, of course, continue thereafter.

16, Initial staff requirements will be mainly for setting up the
system, and working out details of data requirements, reporting forms
and storage, At a later stage therc will be gradual shift towards monie
toring of the system, trouble-shooting and further refinement. On
balance, I would expect the project dats unit to expand rather than
decline afber the initial effort, Apart from the key-man referred to

above at least One additional man is required for setting-up the system
and should be recruited as soon ag poszible,

HGvanderTak:bsof

cc. Messrs, Kaﬁarck/stevanson
Reutlinger/de Weille



Mr. Herman van der Tak December 3, 1968

Warren C. Baum  Warren C. Baum_

Evaluation of Project Benefits

I refer to your memorandum of October 24th on the above subject,
and to the subsequent conversation which we held on it in my office.

I have asked the Directors of the Projects Departments to prepare
specific recommendations for implementing the propesals in paragraph
12 (a) and (e) of your memorandum, covering the systematic reporting
of cost and benefit data for all projects, and the ex post evaluation
of a limited number of projects, respectively. Attached are memos
from Messrs. Evans, Knox and Sadove on the subject; a memo from Mr.
Ballantine will be fortheoming shortly.

I think you will find that the memos are all respomsive to the
subject and contain a number of useful suggestions. After you have
had an opportumity to review them, I would welcome your specific
proposals for a work program in this field.

Attachment
WCBaum: rma

cc: Mr. Chadenet
Mr. Ballantine
Mr. Evans
Mr. Knox
Mr. Sadove



Mr. Warren C. Baum November 29, 1968
R. Sadove R. S;'J!-.BGVE

1llow-up Evaluation of Projects
up

1. You asked for written comments on the "Discussion Draft" of

a paper entitled "Follow-up Evaluation of Projects" prepared in the Economics
Department. In general we think the memo puts forward many valuable

points for what should be construective discussion. Our attention was
specifically directed to paragraphs 12 (a) and (c) where specific research-
oriented follow-up procedures are suggested.

2, In respect of the procedure outlined in paragraph 12 (a) and
spelled cut in more detail in paragraphs 15 - 19 - "the systematic re-
porting and evaluating of actual against predicted bemefits and costs for
all projects (simple indieators)", we have the following points to make:

a) Actual cost data is relatively easy to get and indeed in
most cases we monitor this closely now.

b) The broader types of benefit data, sueh as for road projects
designed to promote agricultural development, will in most cases
be difficult to get. One of the reasons for this is that we
appraise projects on a "with and without" basis not "before and
after" - and in many cases we can't monitor what would have
happened if we didn't make the project. This will also be a
problem where avoidance of coengestion or other future costs is
the rationale of the projeet. But it should be possible to

draw some inferences from what has happened "before" and "after".

¢) The progress of a project, can probably be monitored by
certain key indicators. These could be the variables to which
the particular investment decision was most sensitive, or general
factors which adequately refleet the "general health" of the
project, just as the temperature, pulse rate, blood count ete.,
are in most cases enough to separate the healthy and siek during
an anmual physieal.

d) One should not believe that the "sickness" can be diagnosed
or that lessons for the future can be drawn from these simple
indicators. The sick project would then have to be looked at
much more carefully - evem to determine that they are truly in
trouble. Even some which look healthy may be sick if the in-
dicators are badly chosen. We must recognize this and aecept it.
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e) Appraisal reports could include a paragraph recommending
feasible indicators (6 or 7) which could be used to monitor the
project. The sensitivity of the outcome of the project to the
performance of these indicators should be specified, and the
"gafe range" indicated. Offsetiing and aggravating trends
amongst variables should be speecified.

£) The recommendation that appraisal reports should fully
spell out all assumptions and predictions worries us because of
the lengthening of the reports and the associated additional
burden in terms of inereased time spent upon presentation. Some
sort of working paper approach or other stylized format for this
should be devised.

3. Following is a 1list of indieators which might prove uwseful in
nonitoring the performance of various types of tramnspertation projects:

a) Road Projects:

1. costs ef eonstruction and right-of-way (ecomomic and
finaneial)
(may be broken down into significant components)

2. routine periodic maintenance expenditures

3. subsequent major strengthening, repaving costis

vehicle operating costs
S, trapsport charges (prices).
6. vehiele traffic growth and composition

7. trip times (various types of vehicle)

8. important imdicators peculiar te project such as
accidents, mubers of trucking and bus licenses
issued, population movements ete. :

9. For road projects which depend for their justification
primarily on agrieultural or other generated economic
activity speeial indicators, data on which can be
reasonably collected, will have to be sei up for each
operation. This may imvolve arrangements such as te
have separate records kept at specific markets, to
have special road interviews during particular seasons,
and/or regular reporting of makket prices for specific
commodities.
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Port_Prejects:

1.
2

3

e

5.
6.

costs of construction (economiec and financial)

cargo traffic handled (seasemal peaks if necessary)
(tonnage/composition)

productivity imdexes (detailed by commodity and by mode
of handling if important)

pusber and s of ships served (other characteristics
if necessary

ship waiting time and serviece time

cargo handling cost/ten (specific commodities and
apalysis if necessary)

ocean shipping rates for key commodities
chapges in port rates and tariff structure
important indieators peculiar to project such as dredging

volumes, maintenance costs, damage or pilferage indieators,
warehousing costs, offtake by road or rail ete.

Railway Projects:

L.

2.

3

costs of major items comstruction, equipment (econemic
and finaneial)

traffie growth and composition (seasomal peaks and
specific sections if necessary)

operating costs and performance indicators of major
items in projeect i.e. diesel engines, boxcars etc.

railway financial indicators sufficient to reflect
pricing and commercial policies (return on net
fixed assets, operating ratio, curremt ratio etc.)
changes in railway rates and tariff structure

indicaters reflecting key variables for speecific
project
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k. The costs and prices mentioned in the paragraphs above have to
be adjusted by wage increases, gemeral infladion rates, and increases
in taxes or licenses. This information would be required as well.

5. A rigid approach to the indicators appropriate for a project
type would be a mistake. We should be able to exercise judgment as to what
to wateh just as we exercise judgment in what is important in particular
appraisals. Appropriate semsitivity analyses should be used as necessary.
If we use a data bank approach, highly individual indicators for each
project would be simple t0 set up. Reporting of the really importamt in-
dieators with obvicus relationship o the project could responsibly and
reasonably be requested of the Borrower. ’

6. In respect of paragraph 12(e¢) of the "Discusesion Draft", our
consideration of projects for pessible selection for follow-up indicates
that data of the above sort are avallable in varying degrees in the Bank
for all of the projects but that it would be necessary to supplement the
information in order to establish the complete ground for a study.
T In the following list we have indicated the prejects for which
we think that the supplementary data could be very quickly and easily
obtained from the agemcies comcermed. In most of these cases the supple-
mentary data needed would be relatively small.
Roads - Japan
Kenya
Maxico
Thailand
Venezuela
Ports - East African Railways and Harbours
Railways- Bast African Railways and Harbours
Japan (Tokaido Line)
New Zealand
8. If for any reason the follow-up projects should be in some area

other than that of the countries/projects listed above, we could assign
someone to review the material em file for the specifiec project designated.

EVEJ: amd
cct re. Hogg, Mackay, Carmichael, Engelmann, Hardy/Young/Nerth
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L. J. W,’hn

~up Evaluation of Projects
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1. You have asked for this Department's views on follow-up
evaluation of projects, in the light of the discuss draft attached
to Mr. van der Tak's memorandum to you of October 24. In particular
you have requested us to set forth our proposals for improving reporting
requirements for this purpose and to make suggestions as to projects which
at this time warrant in-depth review to determine their progress in
relation to that anticipated at the time of appraisal.

Present Position

- It is certainly true that the principal and immediate objective
of our supervision missions and progress reporting requirements is con-
cerned with physical development of the project. However, information

is usually also sought on the benefits arising from the project, as will
be seen from the attached selection of draft outlines for progress reports
on certain projects. (In the case of irrigation projects, of course,
where benefits may not start to arise until completion of physical con-
struction, the early reporting requirements do not stress crop production
aspects). For projects where centralized marketing arrangements are in
force, for example, smallholder projects for the production of export
crops that need processing (oil palm, rubber, tea, ete.) and all plantation
projects. Such production data can be easily obtained and is usually
reliable. Data collection is much more difficult and much less reliable
in other types of projects, particularly credit and livestock projects

and irrigation projects where the principal crops are food for subsistence
and local marketing,

3. Attempts at improved data collection are being made in some
important cases. In the Philippines Agricultural Credit Project the
Rural Banks Department of the Central Bank is conducting a survey
covering 319 individual farms under the project (out of approximately
2,500 borrowers), gathering information on farm assets, production and
returns. In the Pakistan Agricultural Credit Projects, the Agricultural
Development Bank has set up a unit with two economists gathering informa-
tion on costs, prices and production in order to measure the impact of the
credits on the economy. Since 1965, it has become the practice in live-
stock projects to include in the loan documents a requirement that sample
information be collected that would permit an evaluation to be made of

the impact of the lending program on the developmeni of the economy, e.g.
in Ecuador, Bolivia, Uganda, Chile and Uruguay; and this project activity
has been set up in Mexico, Paraguay and Argentina in the course of project
supervision. In the Chile Livestock Project a sample of some 80 borrowers
(out of a total of about 14O in 1967) has been carried out and the results
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sumnmarized in the Annual Progress Report., In Paraguay data has been
collected which was used in the appraisal of a second credit, but the
validity of the data is open to question. In Urugusy considerable data
has been collected by an economist in the Central Bank, but its validity
needs to be checked and the economist is doubtful how to evaluate it,
partly because of the exceedingly large inflation in recent years.

k. No systematic attempt has ever been made in the Agriculture
Projects Department, to my knowledge, to reconstruct data obtained from
progress reports, compare it with appraisal estimates, and recalculate
the rate of return of a project to the economy. A somewhat similar sort
of exercise is of course carried out when we appraise a follow-up project,
in that the costs and benefits achieved in practice in the first project
have a substantial influence on the costs and benefits assumed in the
second. For example, the appraisal report on the first Kenya Smallholder
Tea Project assumed certain costs and benefits which gave a theoretical
return of 24%-28% the appraisal report on the second Kenya Smallholder
Tea Project estimates the return at 16%-25%, (But these returns were not
calculated on a directly comparable basis). It is of interest to note
that the Kenya Tea Development Authority on its own initiative, asked our
ADS in Nairobi to assist in more concentrated data collection at the
individual smallholder level. After only a small area had been covered
this exercise was abandoned as being too expensive.

Possibilities for Improvement in Data Collectiomn for Agricultural Projects

5. I would not expect too much difficulty in improving where necessary
the data obtained from those smallholder and plantation type projects with
centralized marketing mentioned in para 2 above, which date could readily
be checked in the field by the regular supervision missions of this
Department, Present pressures of work on staff, however, would prevent
them from actually carrying out a detailed evaluation of such data and it
would be helpful if Economics Department could carry this load. As an
initial step I would suggest that an ongoing smallholder tea project
(Uganda), a new smallholder oil palm project (Papua and New Cuinea), an
ongoing plantation project (Cameroon) and en ongoing fisheries project
(Taiwan) be looked at (in Washington) by Mr. van der Tak's staff, in
consultation with my own staff, to see what changes would be needed in
present reporting requirements to meet these evaluation needs.

6. For other types of project which do not invelve centralised
marketing, however, quite a lot of work may need to be done to improve
data collection on benefits and on-farm costs, most probably invelving
sampling techniques. In the majority of our projects of this type it would
probably be necessary for the Borrower to have staff specifically allocated
to this task, and they would have to have some special training if the data
were to be reliable. With some of our more sophisticated Borrowers,
provigion of this staff might not be difficult; with others it would be a
problem, since many project authorities are already fully occupied with
project implementation. In the latter cases it might be worth investigeting
the possibilities of using local university researchers to carry out such
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data collection (and interpretation) on a long-term basis. For these
reasons, I would not recommend that the collection of data of this kind
be made a condition of all our loans; but the prospects for such data
collection wight well be investigated by appraisal missions who could be
agsked to make appropriate recommendations.

7. As an initial step, I would suggest that Mr. van der Tak's staff
take a close look, in the field, at some of these data collection problems
for these tUypes of projects. Suitable cases where an attempt is already
being made are either the Philippines or the Pakistan Agricultural Credit
Projects, and either the Chile, the Paraguay or the Uruguay Livestock
Projects (see para 2 above). For irrigation, one of the Indian projects
would probably be the most worthwhile. For contrast, the Tanzania Agri-
cultural Credit Project and the Malawi Lilongwe Project might also be
looked at.

8. Once = methodology had been derived, suitable changes could be
introduced into reporting requirements for selected projects. This
Department's regular supervision missions could keep a check on the
collection of this data, but again, we would have to call on Economics
Department to evaluate it. We should not overburden our borrowers nor
lose sight of the fact that we try to tailor our requirements to fit their
needs as much as our own. (It is unfortunate that the bases of collection
are frequently not coincidental, e.g. a "project area" may not be identical
with the administrative boundaries on the basis of which gathering of
statistics is presently being carried out.)

In~depth Evaluation
9 The collection of statistical data and its desk evaluation would

be of obvious value for general information purposes. It would enable us
to show the economic impact of our projects, to keep a check on the
accuracy of our projections and to give us comparative data for new
projects. To extract its full value, however, the projects concerned
should be evaluated in depth, to show the reasons for any major changes
over original estimates. This implies that the evaluation team must have
a thorough knowledge of the history of the project and of the enviromment -
political, physical and economic « within which it has been implemented;
preferably, therefore, such an evaluation team would consist of one member
of this Department who has been intimately connected with the project,
with other members, as necessary from outside, either from the Economics
Department or consultants.

10. To be of most use, a project selected for in-depth evaluation
should have been in operation for some time, should be in a country where
there is expected to be a continuing agricultural lending program and
should be of a type which is likely to be repeated either in that country
or elsewhere. Eventually projects to be evaluated should be selected from
among those for which improved data is being collected. Initially, however,
an attempt must be made to carry out such an inedepth evaluation without
this advantage. Agricultural projects recommended for early in-depth
evaluation are as follows:
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Philippine Agricultural Credit

Pakistan Agricultural Credit

Uruguay Livestock

Republic of China Tubewell

Mexico, lst and 2nd Irrigation

Peru, San Lorenszo Irrigation and Settlement
India, Shetrunji Irrigation

Kenya Land Settlement

. 2 5 % 2 F %0

Initial Data

3 Mr. van der Tak makes the comment in his discussion draft (paras
6 and 16) that the information given in the appraisal report is often
insufficient basis from which to base a comparative evaluation of project
performance. This does not necessarily nor usually reflect an absence of
relevant data, but rather a shortage of space within the appraisal report
to put down all the details. Generally speaking, staff members appraising
projects have working papers which should be adequate for any comparative
study. This then raises the question as to whether it should in future
become standard practice for working papers to be formalized into some
sort of report (or, at the very least, be more systematically filed) for
internal use. I believe this would be advantageous for all aspects of
project supervision, not only in-depth evaluation, but it would inevitably
absorb more staff time,

Enclosures
cct Messrs. Wapenhans (o.r.), Bartsch/Darnell, Goffin, Rowe, Stoops

SDEcclesiat



Mr. Warren C. Baum November 27, 1968
A. David Knox J\_\’\)(z
Evaluation of ij ect Benefits o

Further to my memorandum of November 22 on the above, I attach
a memorandum prepared by Mr. Russell. You will see that he has now had
an opportunity to examine in more detail the information available in
our files about the power projects listed in my earlier memorandum. It
now seems that we can reduce the list of power projects suitable for
evaluation to three, namely:

221-ES

263-ES
175 "“TH-

Attachment



lq- A. David Knox November 26, 1968

37k
T.B. Russell

Evaluation of Completed Power Projects -

1 Following my memo of November 18,/1968 to Mr. White, you asked me
to examine the appraisal reports and the original feasibility studies relating
to the projects listed and report on:

(a) the basis of the forecasts made in them;

(b) the justification given, if any, for the choice of
the project as the least cost method of meeting the
forecast load growth.

2. In most cases I found that the original feasibility studies pre-
ceding the Bank's appraisals were not available as they had been destroyed.
I have had to rely mainly, therefore, on the information given in the Bank's
appraisal reports, although these sometimes describe the findings of the
feasibility studies on the two items in question:

3. 1 have set out my findings in the attachment, the first paragraph
under each project dealing with point (a) above and the second with point (b).
The results may be summarized as follows:

(1) 4in only 6 out of the 15 projects listed are the methods
or reasoning behind the forecasts adopted explained in
any detail. These are the 3 El Salvador projects,

2 out of the L Nicaragua (L70-NI and 543-NI) and the
Thailand project (175-TH). Of these the 2 Nicaraguan
projects are too recent (1966 and 1968) for evaluation
of outturn compared with forecast;

(11) 4n the other cases considered, the forecasts appear
to have been based, explicitly or implicitly, either
on a continuation of past trends or on a deliberately con-
servative estimate of future prospects to avoid possible
over-optimism in calculating future returns;

(141) alternatives to the proposed project appear to have been
considered in 9 out of the 15 cases but in only 5 of these
do the appraisal reports or feasibility studies give any
degree of detail on the assumptions made for the com-
parisons (e.g. on capital and fuel costs). These are the
first 2 E1 Salvador projects (221-ES and 263-ES), 1 each
of the Nicaragua and Philippines projects (SL3-NI and 297-PH)
and the Thailand project;

(iv) this suggests that the projects most suitable for evaluation
in the light of (1) and (3) above would be 221-E3, 263-ES
and 175-TH. Even for these, however, no final evaluation
would be possible at the present stage since insufficient
time has elapsed. The forecasts of load growth and sales



cover periods beyond the current year, so that only the trend
to date could be judged. On the cost side the final out-~
turn will not be known until the end of the projects' lives
so that, again, the most one could de is compare the realized
costs to date of the project with the estimates and the
assumptions on which the costs of the alternatives were based
with actual trends so far (e.g. in fuel costs, where the
alternative was a thermal plant).

k. I have the following further general comments:

(1) 4if evaluation of completed projects is to become a regular
procedure, it is obviously desirable that as much of the
eriginal documentation as possible should be available for
this purpose. This is not the case at present since, as
mentioned above, most of the feasibility studies relating
to the projects considered have been destroyed. Obviously
it would be impracticable to retain all the relevant material
relating to all projects so that the answer would seem to be
to arrange specifically for the retention of such material
for selected projects with a view to their subsequent evaluation;

(11) 4in only two of the projects examined is there any indication
that more than one forecasting method was used for the purpese
of lcad projections. In only one of these cases (221-ES)
were the methods used described viz. analogy (i.e. comparison
with a neighboring country, in this case Costa Rica);
aggregation of separate area estimates; and extrapolation
of the average rate of growth over the previous 10 years.

In Britain three separate forecasts using different approaches

are made each year as a matter of course and the same is true

of other countries. The appropriate degree of sophistication

in the methods to be used will vary from country to country

but, wherever possible, projections based on at least two different
methods should be made since they act as a check on each other.

TBRussell:mb
ce: Mr. White

Division File
Operational Files



1 The original feasibility study has been destroyed. The Bank's
appraisel report adopted the borrower's load forecast of 12% p.a., said to
have been arrived at after making three separate forecasts on different bases
as follows:

(1) comparative utilization of electricity - for the forecasts
it was assumed that per capita consumption #a 10 years'
time would be half the figure in neighboring Costa Rica.
This gave a growth rate of 11.L% p.a.

(1) specific load estimates, based on the forecasts of the indi-
vidual distribution agencies. This resulted in a forecast
growth of 12.9% p.a.

(111) extrapolation of previous 10 year trend. This gave a
figure of 14.7% p.a.

2. In the Bank's appraisal report the project was compared with the
alternative of an equivalent thermal plant (15 MW). Assuming 5% interest,

a thermal station 1ife of 30 years and fuel (imported) at $3/barrel (exeluding
duty ), the annual return on the extra ecapital required for the hydro project
was estimated at about 25%. The basis of the fuel price assumed was not
Btahd.

1. The feasibility study by the borrower's consultants is available

and gives a forecast growth rate of 12% p.a. to 1972 for peak demand and
energy sales. The basis is not explained but the figure is said to be adopted
from an earlier report, no copy of which is available. The Bank's appraisal
report, noting that sales were belng maintained roximately at the level
forecast at the time of the previous lean (221-ES), also adhered to the

figure of 12% p.a. for future growth.

2. The consultant's feasibility report compared the Guajoyo project
with various altermatives, ineluding a thermal plant, and concluded that

it would be the most economical source of additional power. The Bank's re-
port compared the project with a thermal station of equivalent capacity,
assuming interest at 5% and a thermal station life of 30 years. With fuel
at $3.42/barrel (excluding duty), which was said to be the established price
in El Selvador, the annual return on the extra investment required by the
hydro scheme was 22.4%; 4f fuel were available at $2.50/barrel, the return
would still be 17%, which was regarded as adequate to justify the investment.

)n_Prog

1. The consultants' feasibility study has been destroyed. The Bank's
appraisal report noted that peak demand had risen on average 16.L% p.a.
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over the period 1954-62, but that the rate had fallen to 12% p.a. in the last

3 years of this period. The report used the latter figure for its projections
to 1973, which was said te be in line with the expectations of the berrower
and their consultants.

2. The Bank's appraisal report referred to extemsive studies of various
alternative programs which had led to the selection of the proposed program
(for a further hydro plant at Guayabe plus a 25 MW thermal station). Details
were not given but the report said that the utiliy''s consultants had verified
that, on a present worth calculation, the cost of the propesed program would
be less than the cost of any alternative.

1. The feasibility report by the borrower's comsultants covering the

first two of these loans forecast that the load would grow at 15% p.a. to 196k,
though without spelling out the reasons for this forecast. The Bank's

appraisal report noted that this had been the average rate since 1946 and assumed
it would contimue to 1963, perhaps falling to a somewhat lower rate after 1963.
The same rate was adopted im the Bank's report om 154~NI, for which no feasibility
study is available.

2. The Bank's appraisal report on 121-NI and 122-NI (for a 30 MW thermal
station plus associated transmission and distribution)stated that, although
studies made so far indicatedthat hydro power sufficient to supply the more
densely populated areasof the country could be developed, the relative costs

of hydre and thermal power could not be determined until preliminary engineering
work on a selected hydre project had been completed. (Note: loan 15L-NI

was a supplemental agreement to 121-NI and 122-NI).

1. The eonsultants' feasibility study, which appears to have included

a survey of the power market, has been destroyed. The Bank's appraisal report
quoted the actual average growth rate of total sales of over 16% p.a. in 1946-59,
made up of a 19% annual rate for residential and commercial demand and 12.5%
p.a. for industrial demand. - For the period 1559-69 it adopted a projection
of 10§ p.a. for the residential and commercial load. The basis of this was
not given but it was said to be more realistic than the 153 growth rate fore-
cast by consultants. Allowing for further new jndustrial leads, this resulted
in a projected growth of pesk: dammad frem 22,600 kw in 1960 to 50,000 kw in
1969, This wuo seid to allew for an expected improvement in system load
factor and a reduction in losses.

2. In the Bank's appraisal report the 50 MW hydro project was compared
with the thermal alternative necessary to meet the same peak load and energy
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demand, which was taken to be a 30 MW steam plant. At 8% interest this
showed that the present value of cash outlays would be roughly the same for
either alternative up to 1971, when further expansion of the system would be
required. The capital cost of the thermal station assumed for this purpose
vas stated ($213/kw), but not the cost of fuel. Beyond 1971 the report stated
that further expansion could be met more economically with hydre. The hydre
project was also favored on balance of payments ground, since all the fuel
for the thermal alternative would have to be imported. The hydro scheme was
therefore considered preferable.

1. Toe consultants! feasibility study ef this project has been destroyed
but, actording to the Bank's appraisal report, it inecluded a 10 year market
projection for the interconnected system of which the project was to form part.
This was based on an examination of past consumption trends in each of the 3
geographical regions of the system according to ca ry of consumer, population
growth, industrial developments and "other factors" (unspecified). Forecasts
were then p ed in the light of these trends by 2 separate methods (no
details given), the consultants adopting the lower projection of demand and
energy requirements to evaluate the need for additional generating capacity.
These forecasts were adopted for the purpose of the financial projections in the
appsaisal report, after adjustment for developments subsequent to the con-
sultants' study. They showed gross power and energy requirements rising by
16% in 1966, 13% in 1967 and an average of 11% p.a. in the following 7 years.
This compared with a growth rate of 25% p.a. im 1958-65.

2. According to the Bank's appraisal report, the utility and its con-
sultants had evaluated both hydro and thermal power sources as possible alter-
natives for meeting the peaking power problem. Details of the comparative
costs of the alternatives and the assumptions on which they were based are not
given in the report but appareatly the hydre altermative was far too costly and
would have also placed undesirable limitations on the scope of a longer term
study of hydro potential. A steam station would have been cheaper than hydro
but did not fit in with the expected long range development of the system.

The Bank therefore accepted the gas turbine propesal.

1. The comsultants' feasibility report referred to 3 independent pro-
jections of the future growth of power generated - their own of 13% p.a. to
1975, one by the utility of 15% p.a. to 1972 and a third by other consultants
which forecast 20% anmmal growth to 1972, The methods used for these forecasts
were not desceribed. The Bank's appraisal report also referred to these
different forecasts but adopted none of them in full. It took the utility's
own forecast to represent the upper limit and used it for scheduling future
generating capacity additions. For the purpose of forecasting future sales

and pevenue, however, the Bank's report based itself breadly on the lower
projections of the consultants, though with some modifications. Specifically,
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it forecast a 20% increase in units _z-nouhd and sales in 1968 (compared

with an average of 23% p.a. in 1958-67), falling to 13% in 1969 and subsequently
to about 8% by 197h. Por this expected slowing-down in the rate of growth two
reasons were given viz.

(a) no new major industrial loads;

(b) further expansion of distribution would be made only as
negessary to provide proper service to the existing area.

2. The consultants' feasibility study compared the costs of the proposed
mixed thermal/hydre project with an all-thermal scheme at various rates of
interest from 6% to 16% and at 3 different fuel prices (the current, the
mininum international price considered obtainable at the time and a very low
notional price). The consultants concluded that at the highest fuel price
assumed the hydro scheme was more economical at interest rates up to more than
16%, at the medium fuel price up to 1L4.8% and at the minimum fuel price up to
10.5%. The Bank's appraisal report considered that this analysis did not fully
substantiate the case for the proposed scheme and evaluated two new cost streams
comparing an all thermal development with the development of the hydro project
followed by thermal power. At the curreat fuel cost the break even point

was at 10% interest, compared with 6% assumed a' 15% lower fuel price. The
latter was considered an extreme assumption and this, coupled with the fact

that the hydro cost estimate was meant to be conservative and that the return
on the additional capital was unlikely to be below 8%, led to the conclusion
that the scheme was acceptable.

I, URUGUAY

All the feasibility studies relating to the three projects below
have been destroyed.

1. The Bank's appraisal report refers to studies by the utility con-
cerned (UTE) to estimate the probable future growth of demand on its system.
These showed that average growth rates in the peried 19lh-h6 were 8.06% in
Montevideo, 11.84% in the interior and 8.43% on the system as a whole. For
the period 1948-58 7% annual growth was forecast for Montevideo and 12% in the
interior, except in 1949 and 1950 when rates of 15% and 20% respectively were
forecast as pent up demand was met. The Bank regarded the 1949 and 1950 esti-
mates as optimistic, adopting much lower figures for the growth of demand in
those years, but its long term estimate of 7.7% p.a. for the interconnected
system was close to the utility's. The different assumptions for the first
two years, however, resulted in very different ‘load estimates in the later
years of the period. The Bank's sales forecasts were derived by applying
"reasonable"” load factors to obtain gross generation and ‘then' subtracting
estimated system losses.

2. It 15 not clear from the Bank's appraisal report whether the scheme
as adopted had been compared with possible alternative programs to establish
that it was the least cost solution from the system point of view. It was
’utd’ h’““", thats

(a) the need was urgent;
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(b) the construction of the main item in the scheme (a 50 MW
steam unit) in Montevideo would meet the needs more quickly
and cheaply than anywhere else, and

(e) it would allow time for the studies and designs necessary
before additional hydro capacity could be added.

Loan 132-UR (1955) Thermal Power Project

1. The utility had prejected growth rates of 8.6% p.a. in load. and
9% p.a. in sales from 1955 to 1961/62, compared with actual rates of 9.1%

and 9.6% in 1947/54. These were adopted in the Bank's appraisal report,

although the assumptions en which thay were based were noi stated.

2. From the appraisal report it would not appear that any alternatives
to the proposed project were considered. An earlier Bank report (7.0,
Report 40 of November 1953) on the propesed program for the expansion of
Uruguay's power system likewise did not consider whether the program was the
least cost means of meeting the growth of demand but merely commented that the
proposed program was technically sound and that the additiomal facilities were
needed to meet the estimated growth in demand.

1. The Bank's appraisal report adopted the same sales forecast as for
132-UR. The forecast growth of peak demand, however, was given as 8% p.a.,
compared with 8.6% in the previous report, but no explanation was given.

2. The appraisal report does not give any comparisons with possible
alternatives but some must have been made (perhaps in the missing feasibility
study) since it states that the economic justification is based "not only on

the lower cost of production sompared with steam generation but also on potential
savings in imports of fuel oil which weigh heavily on the balance of payments".

IV. PHILIPPINES

The consultants! feasibility studies of these projects have alse
been destreyed.

1. The Bank's appraisal report did not accept the utility's foresast of
the growth of the Manila part of the system. This was that the 1949-56 rates

growth (12.9% p.a. for peak load, 11.8% for energy sales) would continue as
far ahead as could be foreseen. The Bank's report forecast that the growth
rate of energy nts would fall gradually from the 1949/56 average of
11.8% to 8% in 1966/67, assuming system load factor remained at 50%. The
reason given was that the economic position of the country would require a
tight money pelicy, leading to a slow-down in industrial development, which
would in turn affect the rate of growth of none-industrial consumption. For
the provineial part of the system, however, the Bank report accepted that load
growth would continue at least at the 1948/55 rates (11% p.a. for non-simultaneous
maximum demand, 12% for energy requirements) for the next 10 years, since
electricity supply in the provinces was in its infancy.
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- In the Bank's report the "least cost" justification of the project
was based on comparison with a thermal station of the same size (100 MW).
The capital cost assumed for the thermal station was $220/kw but the basis for

this vas not stated and details of the other assumptions used, including the
cost of fuel, were not given. The estimated return of 8.9% on the extra
investment for the hydro scheme was accepted as adequate.

1. The Bank's appraisal report accepted the utility's forecasts of the
growth of peak demand, gross energy requirements and sales for the period 1960/61
to 1971/72. These differed for the different parts of the system, and their
basis was not stated, but they resulted in a composite average growth rate of
sales for the system as a whole of about 16-1/2% p.a., which the report thought
eould very well prove sonservative.

2. The Bank's report compared the proposed project (206 MW) with the
alternative of a 2 x 75 MW thermal station, which was regarded as most nearly
equivalent for meeting the system load requirements while still providing adequate
system reserve capability. The thermal capital cost assumed was $185/kw, which
was sald to be that used in the utility's plant expansion program for future
thermal additions. The fuel cost assumed was equivalent to USLT¢/ million

Btu, which was said to be to the benefit of the thermal altermative. At 5%
interest and a 30 year life for the thermal altermative, the estimated return

on the additional hydre investment was 12.3%.

V. THATLAYD
Loan 175<TH (1957) First Yaghee Multiple Purpose Project
1. In estimating the future growth of the load, the Bank's appraisal

report distinguished between two periods. The first was 1957-62, the estimated
eonstruction period for the project, during whisch it was assumed that most of
the existing restrictions on supply would remain, with little improvement in
servige or voltage, and that the expansion of generating facilities would be
held to a minimum. The second period, from 1963 to 1975, would extend from
the completion of the project until all its capacity had been absorbed. During
this period it was assumed that load growth would be governed by econemic factors,
in particular the rate of investment in power expansion which the economy

could sustain: these assumptions led to a forecast growth of peak demand from
the 1956 level of Sh MW in 1956 to 147.5 MW by the end of 1962, an average
anmual rete of increase of 18.3%. For the period 1963-75 rough estimates
indicated that the economy could support the investment required to meet

growth rates of 8% p.a. in Bangkok and 5% p.a. in the provinces. These rates
were therefore adopted for forecasting the growth of the load in the second
period. They were said to be slightly higher than those in the U.S. Bureau

of Reclamation's assessment and only half as high as those used in a report by
independent consultants. In addition, it was assumed that industrial leads

not connected to the system would be gradually abserbed in this period. This
led to a forecast peak load in 1975 of L61.7 MW, representing an average anmmal
rate of increase of 9.2% after 1962. In the same period sales by the Yanhee
Authority were foreecast to increase at an average of about 10-1/2% p.a.
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2. The propesed project was compared with the alternatives of a thermal
plant using:

(a) indigenous lignite or
(b) imported oil.

The first was dismissed as impractical, since it would require the construction
of an expensive dam and cooling towers near the lignite mine to overcome the
lack of cooling water. For the second alternative (taken to be a 120 MW

steam station plus a 19.2 MW diesel unit) a capital cost of $225/kw was assumed,
and a fuel cost for the steam plant of 60 cents/million Btu (with a heat rating
of 10,500 Btu/kuh) and for the diesel plant of 15 mills/kwh. At 5% interest,
25 year 1ife for the steam plant and 16 years for the diesel, this showed a
peturn of 11% on the extra hydro investment but it was stated that this would
inerease sharply as net units were added at Yanhee.
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H. G. van der Tak

of sector problems the attention they deserve and which they are seldom
getting from the Area or ProjectsDepartments.

tions of ve lie t of Sector P

3. This on project work tends to have uatoward consequences
both for the ty of resowrce use and resource allocation decisions
in the sectors and for future Hank lending cperations. first, the more
important choice at the early stages of the project selection process
are not sufficiently considered. Second, attention focuses on project
details rather than broader symtems effects. Third, cwrrent sector
policy problems and utilization of existing resources are neglected in
favor of new investments. Fourth, insufficient resources are devoted

to the search for new projects. These tendenciss are briefly discussed
below.
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7. The great, and since recently apparently even greater, emphasis
on project preparation and evaluation may, of course, be expected to
result in a faster flow of projects ready for lending out of the pipeline.

s performance, and all

that, Sometiring has been done, and is being done, of course, but not
resulte outlined above. The recent reorganisatiom,

inspired by the need to speed up the process of project evaluatiom, will,

mggmrsm
9. Sector studies come in many shapes and sizes. They may be
vlook-gee” operations by one men for a fow weeks, or & multi-million

dollar effort by a large multi.diseiplinary tean for a few years. They
may make a broad review of the problems of the sector or focus on selected
aspects. They may concentvate on a review of policies or on determining
broad investment priorities. It may be useful to review various types
of sector studies, their uses and pwposes, and thelir relation to work
already being done.

10. A major distinetion may be made betwoen, first, the low-intensity,
smallegeale studies usually undertaken by Bank staff or individual consul-

generally made by consulting firms, The ordinary prototype of the low-
intensity sector study is the sector review often made in the framework
of our coumntry nissions. These arve usually the result of

staff meubers (or consultants) looking around the country
talking to officlals and interested parties. They tend to be
descriptive, without much analysis, but usually give some indication of
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. There are several variants on this basic pattern of "looke-see”
Wpe sector veview, Plan review or prograa review missions try to make
sone Judgment on the appropriatensss of the level and composition of
investaent and expenditure programs drawn wp by the government for the
various sectors. Project ideatification missions lock around the country
and, on the basis of experieunce and common sense, try to pick out promising
investment possibilities. Occasionally, also, missions have tried to
determine the general directions in which further developmeat of the
sector should take place and to drew up & teatative broad ocutlioe of a
development plan for the sector concerned. All these missions try to
meet their respective pwrposes within very striet limits of staff resources
and time. The results may be sound Jjudguents, but these are unlikely to
have had the benefit either of an extensive data base or an intausive
analysis of the issues iuvolved.

12. High-intensity, large-scale sector studies are usually carried

out by consulting fimms, financed by the Bank or USDP, They are especially
common in the transportation field, with the Bank often acting as execute
ing agency for UNDP studies. To a lesser extent the studise are also
common in the power {ield. Studies of equal scope and intensity appear
% be much less frequent in the agriculture and education sectors, although
some efforts in this direction are being made under the auspices of FAO
and UNESC). OSome of these studies are concerned with the structure and
level of pricing (or rates) of various public utilities, problems of
agricultural taxation and credit, industrial protection, etc. They might
either try to consider the whole spectrum of policy questions arising in
& certain sector or focus more narrowly on certain crucial issues. lore
often, however, these large-scale studies aim &t working out an investment
plan for a large sector or subsector such as the road sector, development
r basin, general education plan, ete. These studies are to
provide guidance on broad iavestment priorities and indicate the need for
further more detailed feasibility studies which are ultimately to result
in specific projects. Obviously, the liue between such sector or subsector
planaing efforts and project analyses which try to take acecount of various
aystems effects tends to get somewhat blurred.
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studies should be massive efforts. Careful consideration should
te the type of study that is callsd for in
cases it may be desirsble to make a preliminary study to identify wore
clearly the type of study that is required and the most suitable way of
carrying it out. HMHore gemerally, too little is lmown &
efficacy of the various : to these problems to be dogmatic
the way studies should carried cut., But one should insist that
greater efforts beimade to face up to sector and policy questions
investment decisions. Otherwise, not only will resource allocation
r the Bank and for the cowntry itself suffer, but also will a serious
danger arise that not sufficient projects will be fortheoming which the
Bank can finance.
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. If these sector studies are to be effective, several conditions
are to be met.

(1) The low-intensity studies in the various sectors should be
adequately staffed. iven more important, they should provide for coatinuity
and followsup in a particular country ®o that successive studies made
over the years are cumulative and gradually bulld wp a store of knowledge
and insights sbout the particular sector and sountry. At present our
efforts seem frequently unrelated and repeat those made in earlier years.

(11) High-intensity studies ahould be even more carefully plmmed,
possibly thmugh means of reconnaissance missions to identify the need,
focus, scope, etc. They should be intensively supervised at all stages
by Bank staff to ensure that they have the right focus, that they are
properly carried out, that the results obtained make sense, and that Bank
stalf is fully familiar with the results obtained to carry through, after
completion of the study, the continuing dialogue with the government.

(111) Specific secter studies in particular countries should be
backstopped by more general studies on policy issues and useful plamning
models, etc., to enable Bank staff to provide guldance in carrying out
the sector reviews by consultants, and to evaluate their results, as well
as to improve its own sector work.
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(1) Separate sector studies divisions in the various Projects
Departments would be responsible for organizing sector studies in various
countries as required. In part they would make loweintensity studies
themselves, and in part they would initiate, in cooperation with the
Area Departments, and supervise large-scale sector studies carried out
by eonsultants, whether financed by the UNDP or the Bank itself. These
sector study divisions should have at least, say, 10 slots each, and
probably more. They would be backstopped by the Sector and Projects
Studies Division in the Economics Department which would continue to

not side-iraciced from their responsibility for sector studies by getting
iavelved in project preparation and evaluation work. It should be made
clear to all concerned that sector studies are not of secondary priority,
only to be carried out if the demands of project missions permdt. As a
s it may be desireble if & very senior staff mewber in the
Office of the Projects Departments complex were given specific
responsitility for superviging sector studies work.

(11) Alternatively, to provide an even stronger safeguard that
the needs for sector studies are not overlooked or given second priority,
it might be desirable to combine the operational sector studies divisions
eavisaged above in one sector studies department. Under such arrangement,
people with a similar orientation would work together, interchange ideas
on methodological questions and coordinate studies of several sectors in
& particular country. In the case of highly interrelated sectors, studies

i

the Economics Department., The reapective functions would be the same as
indicated in sub(i) above. The drawback of this arrengement is that
there mgy be insufficient immediate interaction between the sector work
and the project evaluation work in a particular sector and country.
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analytical techniques used in those studies. The drawback of this
arrangement would be that the latter fumction would probably fall
victim to the pressure of day-to-day work on sector studies.

(iv) If none of these arrangements work out, Area Departments
should, as a last resort, probably be well advised to build up some staff
expertise themselves to caryy out abt least some sector work.

16, wWhatever organisational form is chosey, it should not be left

in any doubt that at lsast S50 staff members, to begin with, should make
sector work their principal concern, in order to fill the present void
between macro-economic countyy work on the one hand and project evaluatiom
on the other,

Streamlining Project Evalustion

17, It may bear pointing out that I am not arguing that the Bank
should make more sector studies and neglect project evaluation. Careful
project evaluation should, of course, continue. DBut changes ia sector
policies and more attention for the efficlency of existing resource
ubilization and the wide=ranging cholces that are nade at the early stageas
of the project identification/evaluation process are likely to be more

18. The shift towards sector studies will be facilitated by a further
streanlining of the evaluaiion procedures of projects. Considerable

has been made over the years in the methods used, and efforts should be
emﬁnmdhcmmmﬁrwmuwmww
tools, for example, of sensitivity and risk analysis. Enough progre
MMM.Mr,hMWWWﬁMt
farthtlhph projects whlch conform to standard . A set of standard
models should be pwpu‘ul for prototype projects in various sectors,
This will speed wp the omhrnmumormmm:om it
will also male ii{ possible to make preliminary caleulations on the basis
availsble in the Bank before a mission goes
mission to concentrate on
assenbling and checking the most crucial data. It also opens prospects
for streamlining the reports standardised reporting
mmﬁmw'dMe and assuptions used in tebular form.
appraisal reports that are shorter,
wore informative, and can be prepared time,
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aluation of Pro ut Benefits

We have considered two questions on the above. The first is which
old projects might be suitable for a fairly detailed evaluation., The
second is what data might we collect on new projects to permit a more
systematic evaluation.

With regard to the first question there are a number of power
projects which it would be interesting to study; some because we think
they have gone reasonably well and others which have gone badly. So far
as we can ascertain from a quick check a reasonable amount of data are in
the appraisal reports and thus an evaluation would be possible. There is ,
however, an important gap. The assumptions underlying, for example, load
forecasts are seldom if ever given., For those we would have to consult
the feasibility studies. Our check of those is not complete but we are
finding that a number have been destroyed.

The power projects we suggest are:

ElL Salvador 22-ES
R 221-ES8
263-ES

342-ES8

Nicaragua 82-NI
121-NI

122-N1

15L-NI

259-NI

Uruguay 30-UR
132-UR

152-UR

Thailand 175-TH

Philippines 183-PH
297-PH

In telecommunications, there do not appear to be any projects which
have been completed for long enough to make it worthwhile carrying out an
evaluation at this time.
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In water supply, we suggest the following:

Nicaragua 261
Iceland 311-IC
China 9=CHA

On the second question, I attach separate memoranda on power, tele-
communications and water supply.

Attachment

cct Messrs. Armstrong o/r
Howell o/r

Vasudevan
White

ADKnox/mv
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Evaluation of Project Bemefits - Water Supply and Sewerage Projects
1. Completed projects which are suitable for study are:

Nicaragua - Managua Water Supply
Iceland < Reykjavik Hot Water Sapply
China ~ Taipei Water Supply

2. As per your request for comments on the data which could be collected
for the future, the following are offered:

I. Sales - Number of new comections and quantity per quarter by category.

a., Residential
be Industrial
c. Commercial
d. Governmental

e. Public Standpipes

II. Total Water Produced per momth - 'f:zn which 10?;1 or unaccounted-for
er can be culated.

III. Prices - Reverme per month.

IV. Operating Costs - Accrued, if accounting system permits; by month,
broken down as follows:

Production or Lahor

Treatment Energy

Distribution Chemicals % Supplies
Conmerecial Other

V. Capital Costs - quarterly
(a) Depreciation - On total assets - kept separately from operating
ate of Ret

cost above.
zb irn - On net fixed assets or total investment.
¢) Operating Ratio - Monthly and before depreciation.
N.B, Interest and debt service would not be used in evaluation.

VI. PMire risk - in some places, fire departments may have records on loss
from fire per year, If such data exist, it should be collected at time
of appraisal and could be compared for years after project campletion.
The problem will be to accomodate new building construction and other
factors which may affect loss in the period under evaluation. Fire
insurance rates could be checked to determine if any reduction has
occured as a result of the project. Data to be collected is as follows:
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Number of calls and total/average estimated property loss.
Anmual estimated increase in property values., We should
discuss this question with the fire underwriters to determine
whether they have better means of evaluation.

VII. Enteric disease incidence « Absence of reliable statistics makes this
evaluation difficult. Dysentry is not normally a reportable disease
and only shows up when a cause of death. Typhoid fever is reportable
but diagnosis and poor reporting make accurate evaluation difficult.
Nevertheless, we should try to obtain data. The following data is
proposed.

Annual - (a) Reported typhoid cases, mumber of hospital beds
occupied by typhoid patients.
(b) Infant mortality rate.
c) Cause of Absenteeism in industry by cause.

VIII. Number of private water systems, particularly commereial and industrial -
These figures may be available or could be reasonably estimated in a
mumber of cases during appraisal. If the number stays constant or
gradually drops off after project completion, some evaluation of
savings in import requirements for such systems might be made. The
decirsion on whether the accuraecy of the initial estimate will be
sufficiently precise to permit later use will have to be left with the
appraisal mission. Data suggested:

Anmal - Number of private systems in use classified by residential
and commercial/industrial.

IX. Cost of transported water - Where section of a city are supplied by
water vendors, the cost of such water can be obtained together with
some estimate of the amount involved. Data suggested:

Anmal - (2) lt:.ml(u; )of vendors (classified so as to permit estimate
of (b)).
(b) Estimated amount sold.
(e) Area served,

.X. On sewerage projects, evaluation of health benefits would depend upon
unreliable statistics and even more uncertainty as to direct cause and
effect. Perszons served, volumes of sewerage and reduction in water
pollution are the kinds of parameters that could be measured and
evaluated. Dats which could be collected anmually is as follows:

(a) Receiving waters purportedly "protected" by system.

(1) BOD tests.
(11) Coliform bacteriological tests.

(b) Ratio of sewerage comnections to water supply connections.
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(¢) Areas not served as a percentage of total service area.

(d) Number of private systems installed anmally and costs
involved.

(e) Vital statistics anmally on insect and rodent vectors of
disease associated with waste disposal, e.g.,

Cases of Mllariasis anmually.

Cases of Schistosomiasis anmually.
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ey

C.P, Vasudevan 3

N

Evaluation of Project Benefits - Reference your memorandum of November 15, 1968

There are only a few completed projects in the telecommunication sector.
For the purpose in view, none of these are likely to yield any useful lessons.

In respect of measuring actual benefits and costs against predicted, the
information we should collect - and have available in a reasonable form for
the current loans - are:

a) BSales broken down by categories

This would be revenue earned from
Telephone - Local
- Long-distance
Telegraph
Telex
Miscellaneous

Also, in physical terms, the number of connected
telephones and the number of lines connected.

The number of calls made from telephones is useful in
estimating the benefits. However, this is not directly
available since it involves generally an addition of

several thousand individual meter readings made every

month. The same data can be worked out from the revenue
from local telephones by deducting from the total revenue
the calculated value of monthly hire charges. In some cases,
however, the charges for subscriber dialled long-distance
calls are also recorded in the same meters as local calls.

Another piece of data that is sometimes compiled is classification
by categories - business users, residences, etec. This classification
is done where charging is by flat rate and also in some cases

where call charging is made on the number of calls made., The
clasgification is usually made on the location of the telephone
rather than on usage and is not particularly useful, especially

in systems where metered charging is employed. In any case, the
proportion of telephones installed for other than business or
professional purposes in underdeveloped countries is very small.

The number of telephones by categories may be compliled where
metered charging is not in vogue - the use of this data is, however,
doubtful.

b) Prices
This would be tariffs.
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¢) Operating Costs

This would be
Salaries
Maintenance
Depreciation
Other

d) Capital Costs

This would be the construction program tegether
with breakdown of costs for some major projects
essentially for main exchange installations and
for main long-distance routes such as by micro-
wave links.

Except in respect of the types of major schemes given above,
it is difficult to compile data for checking the accuracy of
our estimates, This is because the telecommunication projects
comprise of several individual works where the estimates are
based only on averages; for example, in the case of urban networks
which usually account for about 30 per cent of the expansion,
the program is drawn up on an annual basis and the costs vary
considerably from one cable scheme to another depending on the
sige of the cable and the route involved. In many such cases
even the description of project is not too clear, to allow for
the flexibility required.

The principal Judgment on investment costs is based on average
investment per telephone and the costs of identifiable major
schemes .

There are no other components that can be identified easily with sufficient
accuracy.

The data listed above are now available from progress reports and in a
more reliable form from the annual reports. These data in the case of tele-
communication can only indicate broadly aspects of costs and of sales, e.g.
revenue increases arise not only from .the new project but from increased usage
of existing telephones.

The quantification of benefits from telecommnications is difficult since
it is not possible to assign values to benefit from any form of communication
in quantitative terms. However, telecommunications provide a cheaper form of
communication - and a speedy and easy form too - than any other communication,
including by mail, within large urban areas. Long distance communication is
cheaper than personal visits and achieves the desired objective in most cases.
More particularly it helps to increase the efficiency of transportation and of
reducing the costs thereof, and plays an important role in promoting and
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integrating the trade in the country - especially of bulk commodities like
food grains and export commodities. Its importance to decentraliszation of
administration and of industry, as well as to the development of suburban
commnities are all recognized. Its use for doctors and other professional
people, for dealing with cemergencies, etc. are clear.

However, there is no way of measuring or estimating these and other
benefits.

CPVasudevan:pl

ccs Operational Files
Division File
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B t £ Project Bene

1. I have checked on the extent to whiech the ormation normally
collected at present on power projects provides data mentioned in the
third paragraph of Mr. Knox's memo of November 15'(attached).

2. I attach a list of the standard reports which borrowers are
called on to provide in which I have summarized the data relevant to

Mr. Knox's question. Items (¢) and (d) of his list, covering cperating
costs and capital cost respectively, seem to be adequatcly covered but

on sales and prices the standard report calls only for global figures
(i.e. total sales and average prices), without specifying any breakdown
by classes of consumer,).

3. I have not had +ime to check to what extent the required
information on (¢) and (d) has actually been supplied on the projects
covered in my previous memo on this subject. I have, however, looked

up the most recent reports from Nicaragua as an example and find that
they do, in fact, give the information in the form required. If this
example can be regarded as typical, therefore, it seems that practice does
conform to precept on this score.

k. It may be that the information supplied by some of the more
sophisticated borrowers includes the additional data on sales and prices
mentioned by Mr. Knox (the Nicaraguan reports do mot) but I have not been
able to check on this., If we wanted to be sure of receiving this in-
formation, presumably we should need to specify the requirements in our
standard letter to borrowers.

5. The other potential sources of information on these points are

the reports of the Bank's supervision missions. I find on locking at a
recent example (Sudan - Loan 522-SU) that emergy sales have been broken
down by main demand categories. I do not know whether this is now standard
practice but, if so, it would give the ififormation required under (a).

There appears to be no comparable analysis of prices.

6. It would be desirable, as Mr. Knox suggests, to take account of
external economies (or diseconomies) associated with any particular project.
The problem, however, is first of all to identify and then to quantify
these, which may be more difficult for power than for water supply projects.
Immmmtnmum-hdoctprumuunfortomh
additional benefits (or costs), where they appear significant, in purely
qualitative terms.

TBRussell:mb

cct Operational Files
Division File



A. Quarterly - to include comments on design or schedule changes
which might affect Projeet cost.

B. Completion - (1) on each section;
(2) final completion - to include statement of

final costs of all sections of
Project.

II. Financial
A. Quarterly (for inmcorporation in I.A above) - to include:

(1) information on departures from original cost estimates,
with explanatory comments on major divergences;

(2) analysis of customers' accounts receivable.
B. Half-yearly operatiomal reports - to show, inter alia:

Sales in kwh
Average revenus per kwh

Operating costs
€. Annual financial statements - to inelude:
(1) audited finanecial statements;
(2) forecast cash flow for at least the next L years.
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Harold R. Shipman
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Division Chiefs November 15, 1968
A. David Knox

BEvaluation of Project Benefits

This is to confirm our discussion this morning that we are asked
to supply two types of information on the above.

The first is a list of completed projects which we regard as
suitable for a detailed study as to of how far the loans made achieved
their objectives and, if not, why not. For this purpose we will have to
choose projects from which we think useful lessons can be learned and
for which the appraisal reports contain a sufficient amount of information
on anticipated benefits, including any organizational improvements, to make
it possible for someone to determine today whether the benefits have been
realized,

The second item is to provide a list of data which should be
collected on a systematic basis during the life of a loan to permit us to
measure actual benefits and costs against predicted. I attach an excerpt
from a paper prepared by the Economics Department on this subject. For
public utilities projects it seems clear that we should collect at least
the following:

a) Actual sales broken down by principal categoties:

b) prices;

¢) operating costs;

d) capital costs.

The question is whether there are other components entering into
benefits and costs which we should try to identify. For example, in water

supply projects we sometimes claim benefits in terms of improvements in
health or of reduction in fire risk.

I should like to have memoranda from you on both the above items
not later than close of business on Wednesday, November 20.

cc: Mr. Hittmair

Mr. Shipman
Mr. Vasudevan
Mr. White

Mr. Arnold

ADKnox/mv
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C.P. Vasudevan

Telecommunications - List of Projects which may be taken up for review

The completed projects in the telecommunications sector
are in respect of Costa Rica, Ethiopia and India.

No special review of these projects is called for. They
have been or will shortly be coming up for review during the appraisal
of current loan applications from these entities. Also, the India
telecommunication project was completed only last year and a review
was made then,

CPVasudevan:pl
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Mr. Warren C. Baum November L, 1968

D.S. Ballantine DP@

Follow-up (Evaluation) of Projects

§

Regarding Mr. van der Tak's memorandum of October 24, like many
others, I am struck by the almost total lack - after 20 years - of any
systematic procedure for ex post evaluation of projects. This should
not suggest that the Bank does not profit from experience in many ways;
nevertheless, it does recall the useful half-true maxim that "those
who do not study history are doomed to repeat it".

I think the memorandum provides a useful breakdown of objectives
and a starting point for initiating some more systematic activity.
I get an uneasy feeling that this kind of activity could balloon into
substantial Parkinson-like requirements for staff and the assembly of
masses of data, This tail ought not to wag the dog but it should wag
enough to suggest whether the dog bites.

Specifically, in the Education Depertment, we have built into
the Cooperative Agreement a provision for some kind of ex post
evaluation end Unesco has already done one exercise (first Tunisien
project), the report of which is not yet available.

The Cooperative Agreement states:

"Unesco will, in cases agreed with the Bank, assume responsibility
as part of the Cooperative Program, to ascertain, both through
field inspections and through review of periodic reports, and

to advise the Bank whether the educational objJectives of the
project are being achieved and whether the obligations undertaken
by the borrower in this connection are being fulfilled."

Obviously we cannot pursue this kind of evaluation until the construction
is complete and the schools have students and are in operation. Moreover,
it was noted that as one of our first projects, the Credit Agreement

and even the appraisal report said relatively little about "educational
objectives" so that Unesco's mission had very little indication of

what to measure.

S8ince then we have been more venturesome and explicit in defining
educational objectives (e.g., the educational obicctives side letter)
and presumably we will continue to increase our concern as well as
our assistance to achieving educational objectives.

I concur completely in van der Tak's suggestion that the
evaluation should be made by persons who were not involved in the
appraisal, etc. but are familiar with the history of the project.



In this sense Unesco would normally be a very good agent even though
their performsnce in this, as in other things, might be spotty. I
think we could work out with them satisfactory procedures and definition
of ex ante data requirements which would meet the need for ex post
evaluation of the benefits of education projects. (As and when our
economic methodology emerges we would wish to extend the term
"educational objectives” to include review of the manpower and cost
benefit elements as well as questions of administration, financial
projections, etc.)

The question of evaluating the implementation of the project
itself seems to me a good deal more straightforward and one in which
the process for the Bducetion Department would not differ very much
from that of other sectors.

P8Rafu
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e
FROM:

SUBJECT:

' ¢c:  Mr. Kamarck

'

INTERNATIONAL. DEVELOPMENT INTERNATIONAL BANK FOR - l INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCT(ON AND DEVELOPMENT * CORPGRAT | ON
Mr. W. C. Baum J/( _ ; . DATE: Octover 2l;, 1966
'y [
: .
H. G. van der Tak !/ : : : L
4 - £y

I'ollow=up of Projects

I refer to our recent conversation concerning what we arc
doing or planning to do about Lfoilow-up of projects alftor a loan is
made. I have discussed this with Mossrs. Reutlinger and de Woille.
The attached note briefly reviews past and present efforis and makcs
proposals for greatly expanding activities in this areca,as a basis
for further discussion. '

‘We look forward to discussing ‘this question"wj'.th you in tho
near future. i A -

HGvanderTalk :znc

Mr. Stevenson
~ Mr. Reutlinger .
Mr. de Weille
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- DISCUSSTOH D2AvT

oo FOLLOW-UP_BVALUATICN OF PROJECIS!

‘ I. General Background

- ok

1. Many people in: the Bank have expressed concern over tho past

lack of offort ‘to follow up and learn from the dovolopncnu lmpace of Bank

projects. So far, this concern has not been “ranslated into remedial
action. The purpose of this memorandum, therefore; is to review past and 2
present efforts and to suggest how “he Bank could 1nuenu1“y pro oject follow=-up

activities now and in tho future.

-
ey

2+ Ix post evaluation of public projects has become of incressing

concern in many agencies. A growing tendency to base ex ente project

. .,.

appraisal on rational analysis has also made’ it feaszbee and necessary to

"

make more ex post evaluaulons. As evidenced, for instance, by recent

)

experlence with U.S. manpower aeveloprent programs, it has bQCOﬂe strn lard
w, procedure for government programs to require and to-allot funds ﬁo a careful

X post evaluation of a program's performance, Can:the Bank afford To do any less?

3s 1f anything, the Bank has an even grea ter nced to follow up 9;0 jects

_than aOVernments in the developed countrlcs. The Bank has a pOuCﬁulaL

comparative advantage in collecting and evaluaulnc data on ongbinn projects

in the less developed countries and in transhittinﬂ eolloa-up experience to

its member countriee. This WDUld complement its efforLs to improve project
Al apbraisel procedﬁres. Since efforts by national and 1ntceaatlona¢ agericies

in this follou—up area are mostly 1naaequate, thare is very 11 vle risk of

duplication and much opportunity to tap experience'fer useful'policy
“-;eevaluation. Ab the very minimum; resources commitied to this area should

be equal to those used in gathering macro-cconomic statistics,

ks This memorandum deale only with the purpose and substance of

follow-up activities, leaving organizational issues for subsequent

LS
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consideravion. At this time, we suggost only that project follow-up
,’. I-\'J ———

would bo most uscfully performed by an agcnb not dlrcctlj 1nv0¢vbd

cither in the original. appraisal. or in the superviscion of thc projecis,

yeb fully infoxued on project history, It should be remenbored tha

" the Lfollow-up is primarily roscarch-orientod and snould not e handled

like an accounting audit,

II. Past REfforts abt Follow-up

.

5 Past altempts to follow up Bank projects have occn limi.ted 1n

scope, d¢pth and nwnber. The Project Supervision Reporvs, formerly

s oles

called End-Use Reporis, provide a limited Iollow-up of proJccgs during

et

the construction phase. Taney often compare orlﬂlnal and final cost

estimates and discuss the reasons for differencos. Sometimes they also -

‘contain some reference to the benefits as originally estimated and some

data on the actual developmenh (e.g., traffic .counts in case of

projects). In addition, uhey may occasionally provide some ¢n¢o‘uau10h-

orn anot‘er, gimilar project in the same country which the. Bank has

financed some time before.

3/

6. - In "A Review of 62 Road Project Aﬂbra;sul Rboorus" an atterpt

-

vas made to analyze systematically the quantitative information in 62 road
N .l .

project appraisal reports predvared by the NO“ld Bahk from 1950 to 1986.

This attempt was largely unsuccessful, howevcr; because the information
contained in the appraisal reports wads insufficiently detailed and/or
defined for {he purpose of suca an analysis. Because of

fairly unique potential for providing comparable data on road projects

- all over the world, the authors nake some suggestions in this paper a5 1o

1/ J. de Weille and H. An”clcs, "A Review of 62 Road Project Appraisal
Reports", Lconomics Deparument Working Paper No.5, -Docember L, 1937.
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' % *



e | -

how this potential might be exploited. . , y
g

T . The Reavpraisal of a Road Projeet in Tran

»

nas been the

Bank's flrat and only: aL»oMat thus far to rcha*uﬂbﬁ in aome detadl
one of its projects. One of the .aubhorst recomncndations is "ihab
«during the poriod of project supervision as wellfas later a.moxrc

systematic offox L beo nade to gather -‘informabtion on the ecoriomic resulis

: . 2/

actually obtained from the progoctﬁ"l nDovelovment Projects Observeds

is an atbompt by Albert Hirschman to extract lossons on'ﬁdmihlstrativo,
political and social factors governing success or failure from a series
of Bank projecis. |
.{ 25 8. Finally, under some of the Bank's rccerb Loan avrcekeﬁhs the
borrowve er, is obliged to provide the Bank rngalarly with some specified
v 1nfornat101 (ln the case of road p“ogecus, e.g., with traffic count

data for certaln roads) : 3 3

III. Current Efforts at Follow-up

9 A now data bank questionnaire has been designed to collect
information from project appraisal. and superV1s¢on missions -about new
projects until complctlon of construction. I% wills on;f prov1db a part

of the information necessary for full. follow-up. Iniormauloq Qe rived

"~

from the questionnaire should be useful in 1dent1fy1nﬂ ovorau*on

bottlenecks, and coverage snould be more syStematic than in the case of

5

mcialts g o il L he =
the project supervision reporis. « However, the data requirenents for

e 1/ H. G. van der Tak and J. de Weille, "An Economic Reappraisal o

aina s Road Project: The First Iranian Road Loan of 1959n (IRi-227),

i September 26, 1906. Tnls SUuiy is slortly to be published by the
Johns Hopkins Press. ;

e AlOLrt 0. Hirscaman, "Development trOJ@CuS Ooservcd" The'-Broolings
Instluutloﬂ, Nashlngton, D. C., 1/6?



i Follow-up activities have two major purposes: ! .

-k -

aporaisal of cause and effec¢t relationships are not spelled out in

sufficient detail and the questionnaire stlll docs nov provide ruidance

on how data are to be collected. Thus, it will be difficult to ascerbzin
the validity of data obtained froa the questioénaire for. particular analysis.
10. Thc Economics Department is currently'carryinﬁ 6ut an evaluation

of experience during the construc tion phase of - 15 Bank irrigation projecta.

i —

The study is flrst raviewing thos: changes in qonstruction costs and

schodules, as recorded in Supervision reports, un;ch havo not ccted
the natwie of the project or the hone¢1 as iniolally conceived. Tho
effect of these changes on the rate of return Daubd -on ther original

OYPOCqu runults is calculated, Yhe report will ﬁhen b“ie”ly deseribe
changes which have been made in tho nauure of tne proaecu and vhe anticipated

gain or loss in benefits, to provide background Tfor ;leld mnVGSul”dulonu

"to reappralse proaect benefits. ' jf 25

IV. Proposals for New Follow-up Proccdures

1) Monitoring implementation of a progecb in order

to aleryv the Bank and the aUUHOflulCS concerned :
L - 2 J' Ly .
N AP )
to any alfllcultlea and delaJs 1n const;uuulon or Gfb'ﬂ“ﬁj"’
- &/ﬁ /’:(J‘/\v‘\.—l o
., Willization that)may arise so that rem "al action

-~ can be taken, :

11), Learning more about tie functioning and impact of
_ _ _ g
projects, and the relevans relationships deterimin-
ing th2 outcome of projects, to provide a basis
) : and ) e
for appropriate policies, O@LuE“ rouourco a¢lou avion °

and design of projects,



: "

12, Specifically, three research-oriented follow-up procedurces

are suggested:
. b ' 1

a) Systematic reporting and evaluating of actual against
predicied benefits and costs for all new projects (simple

i+ 1 dndicators). ' 'j g, i

b) In-depth data collactlon on all aupeCUu of PTOUCCV
impact, 1ncluucu as an invegral part of prOdECu

execution, for selected 1no;v;dual projocts (complox

indicators).

e

¢c) Major reappraisal of impact for selcctca projects.,

" 'The needs both of monitoring aad comparatlvo research’ should

be met by the planned project data bank, provxaed that its scope is
‘propexrly extended.

13. For scvoral reasons, discussion beldﬁ;centera primari;y on thc
desiga and collection of data for new projects. First,:ﬁhe pro;bsed

a
acLLV1tles tie in with the budding interest in esu“ollsnmn"/beﬁo&al projeced
data bank . Second, the proposed activities :cqulre major aam;nls;razxve

decisions on staffing and organization. Third, the chances arc besiter

with new projects that the Bank will receive the needed cooperation from
all parties concerned.

A

1. Houevar, 1t would bo extromely aqvannavcous to include some

- 13“«:),)9{:%,..I which have already passecd tnrouﬂn the constfuculoﬁ pnase and
are now cnte“lng uhe beneflt paaae. As far as;is possible, the majoxr

reappraisal'studies . should cover selected projects in this sbtaze



o

should oecome possible to ident {ily the major erroncoug as sunutions used

I -

Co.o nta,

15 The primary objectives of this activity would be {o provide

the data basis (i) for monitoring projects during their implementation

phase for operational purposes, end (ii) for comparative rescarcn on

. L
actual bshaviour of benefit and cosv variables in.relation to their anticipated
behaviour. Through systematic data collaction and periodic evaluation, it

4

BYZ,
in appraising projects and to recommend policies to improve project 4ip?*““327 -
performance. : v
16. This type of data colleetion and evaluation is only likely to

produce results if the original project appraisal reporuvs spell out in

conuldorable aetall all augumntJonu and prcd;culonu. General propositions

with regpoct to bencfits ana cosbu, even when quantified, cannot oe
effectively evaluaped. _ Lessons ¢01cerninﬂ appraisal nethods

and predlctlons cannot be learned unless 1nforﬂatlon is aval aole on

. the compononts ente“lnv into costs and beﬂexlus. AT bnst, data on many

1

benefit ;actors can be combined. u1un sone reagonea Judvmentu abou

unmeasurable phenom@na to consuruct an esﬁimaﬁq of “votal project oen fits.

Is i imperativé to sort out the systematic biases made in the original
projections. Actual ben;fits; or costs, may differ from original projeciions
bocause of eithor Lfaully pr ea;ctlonu or wnfores 00a010 evenls,

17 Setting up a system for the collection of projedﬁidata reguires
integrated plqnn1n~ of the kinds ol ”"alﬂa»101'u0 be m““e,o¢ ths data

required, and how and by whom ‘tho data are to be obtalnea, reporited,

assenbled and evaluated. The data bank procedures recently iniviated



% -

only partially meect these requircinants. They nch‘to be exﬁcndcd and
adapted to serve the dual purposc of monitoring projects, aiéo alter
completion of construction, and comparative rcsedréh on bechaviour of
benefit and cost vafiablcs.

18. Eféntually, all new projects would be covered in'tﬁc above
reporting program. Initially, a list of items tq be rcportoé_on would

AdAVda-

be prepared for each type of project, but to assure successful. implernc
tion, datg collection and reporting requirements showld probably bo tailorcd
to cach project. Speeial efforts chould be made to define clearly tac

variables to be collected. In scleeting then, one should weigh their value

for analysis against the difficulty and cost of collection.
¥ bt

190 Tentatively, the responsible agent would ‘proceed as follows:

a).. Compile.a 1list of variables for which data are o be

collected and record their predictedivalues at the time
of appraisal. . .

b). Preparc a proposal on how data should.be collecied. x
c) Decide vhether to recommend that_tho.borrowing CBuntxy
‘be given any speciai incentive or assistance for the

Ireporting of data, and if so, in what form.
d)_ At the time of léan negotiations, deﬂcrmdné what'person
2 b 'lgangggggy in the country would be'reSponsible for data
repoiting. | | “
-.e)' Handlé data records, 1o be kept insids the Bank,.;ither
inside or outside computer. I
f) Periodically report on project develd;ments,

.
(R

i
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B. In-Depth Collection of Jata on Selected Projects

20. . The objective of this activity woild bo to permlt a thorougn

£X post evaluation of a project's bonefits and to estimad

¢ '

relationships belween variables, - Expcrlmcntal dealgn Te

1ncorporatod into the chosen prngﬁcbs. This & noula make.
"to evaluate tne developmcnt 1npaub of SpelelC projects
features in specx¢1c environments.

= ‘A small number of projects would be cnouen to r

.

Lo oaaic causal
-

atures would be

-

J..‘E. possible

‘and UIOJCCU

CpruC.“. 7] uw;"}of

lonalnn acvivivies of the BJQK Group and o h1~n1 3hu centtral prOULcms

of a partlcular gcowraph;c arca or of a particular class

Other important selection critaria would ba the: ease wit

, collection and exporlmeﬁual design coula be bullt into p

. and the avaalab;lluy of & su;uaoln agency to nandle data

of brojecis.
o which data
TOJCCu execution

collection.

o

v B In some cases, the desired data nay already be collected as a

matuor of routine by an ex 1at1nb country'dgchJ. In dther'bases,'minor

addugtnunuu in the existing rcoorulnv system maj be sufficient to provide

meanlngful data for this kind of project evaluation. Othérwise, a

Special survey scheme may have ‘o oo cstablluned and “an

o:ganization

designated. The complexity of the desired data,'thé country's capacity

for St&ulSulC&l erortlnb, and the ability of uh@ project

toan to dolxno and organizo data’ roporing fcnumu .oqu

tho Bank agont for data collcculon would need Lo Vislt i

.

question,

v ajdralsal
\.lauf riilnag viebhor

ae projecus in

%

C. Major eappraisal of Sﬁle0ued Projects

23, The objective of tho*n svudies would be to reappraise tae

wtal impact of a project and var;ouu project features in difﬁbzvnt

circumstaneou. Particular attention would be given to projects which



oy

o B

have proved o be wuswally diflicult to 1upra|uc for lack of zdequate
data,
2ly. . For some time such shudies in depth, &s well as the conporailv

studies referred %o earlier, will have to be pursved without the bencfitv

of the proposed data collection schemes., They would be carricd on as

part of the regular rescarch’ program in the Sector and Pro JCC' Studics

. ¢class. Field invest

25, Current efforvs and plans in both the Projects and Zionomics
! Departments fall far short of meeoting the minimal needs for ex vost

“project evaluation. If any real progress is to be made in learninz

Division of the Economics Department. Pending the reswlis of the.

current irrigation projects study, a similar appraisal may be followed

. y ) % i
in future studies. In this case, the first stage of the study would

consist of a careful desk review of a nuiber ol progccUu in t{he dea;;anCu

gations would follow, for one or two whole projecis

or for a few selected project features in-aflarga nwiber of projecis.
¥ . "

V.  Summary

systematically from project experience, the designing, collecting and

recording of project data must be given high priority. - Some proposals

for new fOIJOWhun a0u1v1tleu are outlined abovc.
26, Furthor discussion of these prOﬁo.als should also consider
”~

tho desirabilivy of establishing a small prodcct data ﬁrd ovaluation

Fa)

unit, staffed lnltlallj w1tn three to four DrOquS‘Oual staff members
-,
from the Sector and Projects udles D1v1 lon 1n the Ecouo iics Depariment.

- 5 )

The project data generated by such a group should be in high demand both

inside and outside the Bank. The Bank could enjoy a large degrec of

Bl

coniparative advantage in this area of resecarch.

Sector and Projects Studies

; 901,0?001‘ _")3, 1968 - : : L. 3 . : L:
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