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Mr. arren C. baum December 24, 1968

A. David Knox

Sector Studies and Proj ct valuation

I have read ith interest the copy of it. van der Tak n iorandum
of November on te a t ove , tica you let me have. I agre wolceartedly
with van der Tak that tere is an urgent need to strengthen our work on
sector studies and, indeed, generally on the w ole questior of project
identification and preparation,

I think, however, tic ac may be laboring under so niunderstanding
of the attitude of the Projects Departments on this atter. In some sectorsit is in the nature of tu wor" tiht any review f the borrcwer' system iscoterminous wit sector review. This is tra, for example, in power.Nevertheless, I know for myself that I am profoundly concernec about our in-ability to devote more time to sector studies and it is r impression fromconversations that the other Projects Departments ar t least as concerned
as I. The problem, unfortunatela, is basically one of staff. I personallyfound that in the last t-- ears I have had to justify considerable requests
for substantial staff additions to carry out appraisal and supervision work.When asking ior so many people for these purposes it has been doubly dif-ficult to Main agreement to add additional positions for other tasks.This is particularly true of sector studies where one nas faced the problemof deronstrating the need in clear quantitative terms. I now hope that thieFive-Year Plan will make this easier. At least we can look ahead and notethe countries in which tne Dank hopes to lend in the coming five years. Itis then a fairly simple matter to decide where preparatory work is needed

c of what kind.

Unfortunately, this still leaves quite % big gap, consisting of
countries where no lending is proposed in a particular sector and waere wehave no information about the sector. In case of this Department, this isparticularly true of telecomunications and water supply , In th ose twosectors 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. i4e must drawup some order of priority. The question is how. As an experinat I haverecently sent a _emoraxidum to the Uestern tiemisphere Department givin a
list of countries in Latir America on whicn we hav no information on Water
supply and for which no water supply lending at present appears in the Five-Year Plan. question s been, firstly, i it likely that we might con-sider lending li we knew more about the sector in any of tulese countries
and, secondly, wnat i ti division of labor etween the Dank and the Inter-american Development ank? I hope that this may give us at least a fewcountries in which we snoulo carry out exploratory work to try to determinehow to go on with the study of the sector. If the experiment works, I willtry it on the other Area Departments and also for telecommunications.
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I am less convinced thei 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. Similarly I am less convinced than ne thiat those engaged
on sector studies should be organized in a separate unit. There is much
to be said for giving a Division Chief a defined area of responsibility
and instructing him to carry out whatever work is necessary withlin that
area to identify, prepare and appraise projects, and so on. dhatever we
do, however, to improve our handling of sector studies, I hope W4 Aill
avoid adding still further to the diffusion of responLsibility within the
sank and the uncertainty it produces.

cc$ Messrs, Kamarck
van der Tak

ADKnox,/mw
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ORm No. 5T, INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TFR hr. wen 0. Bak DATE: December 2L, 1968

FRpM: anG. van der Tak

SUBJ CT: Project Data Reporting System: Implementati on

I refer to my memorandum of October 2L on the follow-up of
projects and your subsequent memorandum of 3 December, with attachments,

and earlier discussions on this subject. We are pleased to find general
support for our proposal. Frther 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 depacrtmcnts
and divisions involved in making the project data reporting syotem 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

2. S-aandgaX lists of data requirements will be prepared for each
type of project. The list should bear in mind the two-fold objective 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 (and 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
hich 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 QosiTVle on the
data reporting requirements.

There will be a need to determine the proper compromise between
case of collection of data and their usefulness as indicators. The systemc
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 a
project and its benefits and costs. Staff should be available to give
technical assistance in the field in organizing data collection and toexplore and give advice on how data collection may usefully and efficiently
be improved.

Both data collection and storing and processing will be fac-
litated if printed standard forms were ucd for resortin:, with carefully
workea out ins truc hou d cQlected and reported.
Foms and check-lists currently being used for project appraisal and super-
vision and for the proposed .do tabnk should be a goo starting point for
devising appropriate forms. These foms should be flexible enough to acco-
mz odate any changes that are necessary to allow for the particular features
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of any specific projects. Some adaptation of the standard forms is likly
to be necessary in most cases, but they would provide a general framework
and ensure a reasonable degree of waiformity in reportingand cut down on
the administrative burden, both or the orrower and tho Ear<. In due
course the reporting 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 T 0

proect Supervision, for example, may require more frequent reporting of
cost data than is necessary for evaluating ex post what happened to the

oj ct. Conversely, project re-evaluation will probably have some data
equirements that are not necessary for a more limited monitoring purnose.

The most effective way to handle this may be to have one standard data

reporting form, but with different parts, one geared to monitoring, one
t re-appraisal, and one dual-purpose.

7. Storage of project data also requires further consideration.
Piles should be centrally located and be easily accessible to all inter-
ested parties, in particular the Projects Departmcnts and the Sector and
Projects Studies Division. As 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 wihich, and at what time, information should
be transferred to magnetic tape for computerized data processing will also
need to be investigated.

II. Staff Responsibility for Project Data Reporting Ssatem.

.I 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,

Iwill initiate setting up the system, consult as requested on statistical
and other problems that may arise in data collection, reporting and storage,
and review the general adequacy of the reporting 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-tyce
project; (ii) prcpare forms for reporting of such data; (iii) advise on
definitions of data and statistically efficient ways of collecting themp
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.
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The Projects Dpartmnts li ) adjust the dta reportin

requirements and reporting forms for specific projects as required, in
consultation with the Sector and Projects Studies Division; (ii) ensur'

hat reporting requirements are met, with respect to quantity, cuality

and timing, and send reminders if necessary; project supervision missions

will be expected to check on the adequacy and the reliability of the re-

rported data and to straighten out any difficulties that may arise, with

the assistance of the Sector and Projects Studies Division as required;

(i) 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

be allowed for it. Whoever in the Projects Departments is responsible
for a particular project will handle reporting requirements, under the

supervision of his Division Chief and in consultation with the project

data unit in the Sector and Projects Studies Division.

11. Quiestions 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 period of the initial setting up of the
reporting system it would facilitate cooperation between the Sector and

Projects Studies Division and the various Projects Departments, if con-
tact men were appointed in the Projects Departments who would see to it

that all appropriate people were consulted on the various issues.

I 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-
nent 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 relevant

4data can be collected relatively easily.

lIi. 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 elaborationmnts, and filing and storage rethodr Tio O administrative arrange-an close cooperation with the nartns concerned and othcrstaff in the Sector and projects Studies cnediaon.

proec eapaect that 12 months after the start of systematic work onproject data rooin t esy e should be woYking for the 10-15 most
P2rcvalent types Of Projects- Further adjus-txncnts and expansion -,incoverage will, of course, continue thereaf er n

16. t nitia staff requ imente will be ain lnly for setting un theMytem, and working~ out details of data rQ uaoceto, reportinz formsand storage. At a later stage there will eui rements, orn ormsoning of the system, trouble-shooting and furthe ru hient onbalance, 1 would expect the project data unit to exad rather thanaccline after the initial effaor+ u o e an er haoov at least one additiona ma n pr r om the key-ian referred toand should be recruited as soon as possible.

HGvanderTak:bso

cc. Messrs. Ka arck/stevenson
Reutlinger/de Weille



Mr. Herman van der Tak December 3, 1968

Warren C. Baum Wa e C BaUm-

Evaluation of ProectBenefits

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 proposals in paragraph
12 (a) and (c) of your memorandum, covering the systematic reporting

of cost and benefit data for all projects, and the e post. evaluation

of a limited number of projects, respectively. Attached are memos

frow -4essrs. Evans, Knox and Sadove on the subject, a memo from Mr.
Ballantine will be forthcoming shortly.

I think you will find that the memos are all responsive to the

subject and contain a number of useful suggestions. After you have

had an opportunity to review them, I would welcome your specific

proposals for a work program in this field.

Attachment

TCBaum: rma

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

Follow-up Evaluation of Projects

1. You asked for written comments on the Divcussion Draft" of
1 paper entitled "Follow-up Evaluation of Projects" prepared in the Economics
Department. In gencral we think the menc puts forward nany -aluLble
points for what should be constructive discussion. Our attention was
specifically directed to paragraphs 12 (a) and (c) where specific research-
oriented follow-up procedure are suggested.

2. In repect of the procedure outlined in paragraph 12 (;) and
spelled cut in more detail in paragraphs l - 19 - "the systematic re-
porting and evaluating of actual against predicted benefits and costs for
all projects (simple indicators)", we have the following points to make:

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

t) T he broader types of benefit oata, auch 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 uithout" 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
problei where avoidance of congestion or other Luture cozts is
the rationale of the project. But it should be possibie to
draw some inferences from !h-t has i appened "before" and "after".

c) 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 reflect the "general health" of the
project, just as the temperature, pulse rate, blood count etc.,
are in most cases enough to separate the healthy and sick during
an annual physical.

d) One should not believe that the "sickness" can be diagnosed
or that lessona for the future can be drawn from these simple
indicators. The sick project would then have to be looked at
much more carefully - even 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 accept it.
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e) Appraisal reports could Include a paragraph recormending
eaible indicators (6 or 7) which could be used to monitor the

project. The sensitivity of the outcome of the project to the
performance oi these indicators should e specified, nd the
"safe range" indicated. Offsetting and aggravatin, trends
amongst variables shoula be specilied.

1) The recommendation that apprAusl reports should fully
spell cut all ausumptions and prediction worri: is oecause of

Mne Lengtnening . rpo tzu onz ossoci'at :"d tional
burden in tarm of increased L A pen upon preentat:.on. Some
sort oi worani p-por prow cn r h yiu 'orm for this
should be devised.

3. Follonne a i t of indcators which night prove useful in
nonitorn .the perfornane of various types oA tr anporbaion prcjects:

a) ijgad lrojects:

1. com o coa. ; ruction an rigt-of -way (econome and
fi nanc q, )
(my te orokeUno int 2 infcatcmpnns

2. routine periodc mainteance expediur

3. . suweuntmao aSrentening repaving, Gost

Lh. vehicle operating costs

5. transport charges (prices j

vehicle traffi growth and composition

7. trip ;zime (ariou types o vehie )

8 importn ina cator peculiar Lu proecW c:
accidene , nuiber' of trucking , a c n..w
issued, popu aon mveeno& nc.

9. For rod projects whic depend for Vtei ustification
pr'ri Ky on kricultur. 1 oothr cer ted economic
activity specia indiicator, d ta on hI cn be
re . r-nably cocted, wi1 u haUe o ye A e up : or each
operaion. Th my invoule arrnge"eal, nuc ao to
hr e -par record kiP :V opecie nar L, to
haa special road nntervieow auring pardiculr omasons,

and/or regular reporting of "aSb prce for specific
ucncoities.
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b) Port Projects:

1. oosta of construotion ( eonomie and financial)

2. cargo tr facL handled (seasonal peaks ifnece~s&ry)

(to nnage/compos ition)

3. productivity adexes (detailed by comodity and by mode
o hiandlin ii importnt)

4. nwuder cia eype- of :n:spa served (other c& tract c

5. ahip waiting time and service time

6. cargo ndiing cost/ton (specific cormodities and
dnayai is nesry)

7. ocean shipping rtes for ke comoadities

. oange in port rasa nd aiff atructure

9. iportnt indienters pecuia~r to pr oct such a : dre'gng
volumes, maintenance costs, dage or pilferage indicatoro,

warehousing costs, oftk by. road or ral etc.

c)~ .:Lw roects:

1. costs of ajor i c ' auro n, equip mnt (economic
and financial)

2. traffic nrowth dad composit'on (sonal pea d
4.ama nc &;on a i nece & y)

3. opur ng u v an c rormaee indicarsor' o f or
items in project i.e. die el en nr, beo r.

. railay rnd ac. ator' u.t:.cent to re2 Ct
ricin:; and co~ner glicies (return on ne

fixed a e ering rt.o, current ratio -t.)

3. change ix railway rates and tariff structure

6. incator reflecting key variables for pecific
project
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4. The costs and prices mentioned in the paragraphm abva n ave to
be actuatd by wje increa ,y general inlation rate , and increases
in taxes or rcz I. '. iformation would be require u ell.

.A y i aro: ch to the indie 0 or1 ppropriate for a project
type would be a mistake. de should be a'le tc exercise judgment an to what
to untch ju' at e orci.e judgnent in what is impcrtont in particular
nppraisair. Appropriate censitivity an Lse, Quli: u u-c x nnces:>ry.
If Yo wenz - : :n 1 nA, N13 Q ., . - uc2 or a ch
proj c woU' - e e ,pIe t a up . eor n.; of tine :ot yt; mporct n n-

meta to. it ,ab " , 4: ' n y ;o . pojon. coulr . o Ibly a'
roen ly b r uept e of he lo:rower.

6. I re eeb of xr rapa O(c) of the Dicnuion rAf . our
C ni Ler thien ni projects 1cr :c nivrk 0e-cXt :oloau' .in icate
Ur t 0, 1L uf e tOpee sort . r- -. 0a:i in orying egres in he :an

for . I " Or r "a- b !.' :, .. : u ceI1 .y no- te
nor- ,on in orcer to eY a 4b: z the corale rcin for a tury.

7 in tho Y:l owing 0s: ne have Mincatce the projects Oor which
we th nW 2 . - c aan! : .Y n r . 7 " -..0' , ' , -Y r u.C.y a"-. i
obtained iro th, ageciea concerned. In most of these cases the -upole-

mentar data needed wol be reaively az.

Kenya

ThaZland
Pts- EatArican failwaysi and Ha>rouira

~i av2 East Africant Raly an arbours

New eln

u. .if or 1n re<. .. greget ,ui e n om area
other thnn th At or Wj on' a 7r ' e e couCM . gn
yomeon to re i : the manir u e Kr no apecific projeet -e.ignated.

cC: are. Hegg, aCkay, Carmichael, Anze bnn wynoia. ''cth
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L. J.

Follo*-'up Evalua ion of Projects

1. You have asked for us Dearme is views or the follow-up
evaluation o, pojects, n te 1iga o e discussior Zrt a acnAe
to Mr. v er Tak's meornu to you of 0c ober 26. In particula
you nave requesed us to set for cn our propos i for iprovin reportin

rouirereets for this purpose d to n ce auf gestions as to projec*s which
a this tim warrant lu-dept view to eternine heir pr og res n
relation to ha anticipated t une tim- ppraisal.

Present Position

2. It is certainly true n e princip l ar6 inierat objective
o our supervsion missions and progress reportn requirements is con-
cern e witi p vica Ievelopmm, of the project, dowever, inforna ion

is usu ly also sought on the benrits rising 'r tie project, as will.
be seen fro ne aCacaec selection of arat outline. for progres reports
on certain projects (In the case of irrigarion projects, of course,

wiuere benelius may not star to arise until completion o physical con-
structGion, the early reporting requiremenlts do not stress crop production
aspects). For projects where centralized marketing rangemen s are in
force, o example, smallholder projects fo e prouction of exort
crops the need processing (oil p:., ubbet ta e¾) and all planta-ion
projecs. Such production dat be easily tmned anc is usually
reliabl . De collection is luch r~ore di iul and much less reliable
in oer tpe o projeco, pri iily r& t n livestock projects

ana irriraion projec swhere t p i pa crops re food for subsistenc.e
and local marketing.

3. Atpe ae iprova I a collectiou are being made in some
impor nt cases a the Filippine Ar iculural Credit Project the
ural Lns Depa eno e rl Bnks conducting a surve2

covern x 319 individual Lars under te projct (out o Jpproximtely
2,500 borrowers), gatherin informaion on far assets, pro-uc ion and
returns. In the Pakistan Agricultur 1 ea Projects, ic Aricul ural
Development Br has set up a uni wit wo lconomiss ::erig infor-
tion on coste, prices and production in or r to me sure tae i pact of' tne
cre at on he econoy. Since l965, i nas becoe the prctice in live-
stock projects to include in the lo -ocuen requireent ta sample
if orri oT be collectec that would permit an valao to be na e of

the impact of the lending program on e 6evelopent o te economy, e.
icudor, Bolivia, Uganda, hile nu Uuga n this project ctivity

as been se up in M eico, Parguay and Arien :a in the cor's of project
supervision. In the Chile Evestock Project t sample of some 80 borrowers
(out o a olo about 1i0 ix 197) Aas been etied out and te results
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suwarized in the Annual Progres 'ort. In Psru j o IOs been
collecne wuicei was used in tae approal of a secom crei , b- tie
valiaity of tie daa is open to ques ion. In Uragu consider, oe da a
has been collected by an economist in the Cenral Bank, but i alldity
needs to be checOed a. the econonist is oubful how .o e1lu;, . i,
partly because of the exceemialr; la- inlation in reeL yeas.

No sylmtic a ien a ever en rode in tn Qriculure
Projecuep rtment, to my irsowi e, o reconstrne ) dra obtAine frort
nrogress reports, compare it wi un appre rei estia :e,, . , ree- Icste-
tie rce of return o a project to the econoer, A some - sitiler sort

ofexerc jse is ofE course carri ed oun wuev e eppraise a follow-un nrojet
in thm we costs and bonefits rhive in or-etr0e in t ira+ project

ha0 e sUbstrd i inpluene on the coz on m i i towts ;assum 113 t
secon . or emaple, the appreal reor on cme tirot enya Sealole:r
fe ?romeoc asue cerrain cosias sm- ben. fi weh pave watiereti:>
return og 2b d-23 i; the appraisl repo: on seconm "envr , ll er
ie Projc c< inates the return a In a (Bu these reurns we not

c.L-ult au on a directly conomm ass).. i i a inre o not
thiT the tarny Yea L evelopment ,A utori t. on -i a own initir iv ., sre our

ADS in da Z2 to assist in more conce ra.ca: collection a the
indvu l &T ilo.leer level. ret er: L sa: area1 a 'etn covered
tius rxercse ws :sn an- a bei eo x F

Possibilities .07 liproveenr i a a u ollection for A ric'nltral Wrojec bs

s I would no expect too mu di n ' ,-ulty in improvA r wlc n c; P3
tase dat obe med from riose smnCflolnr:- pltat or. type proI -ec e ,

ercyalize maretinp ntione in ar:- 2 be, wni1 e coul J ad lly
be ecuec: in tie fielr by the reguli survino vssions o, Tis

eprtment. Present pressures of wor. on ce f -F , 10oever, woule p reve +
them from actwlly carryinc out a dWOil- evalu ion of such daa It

would be 'ielpul if Fcoomics Departmern' cnld carry this low. As e n
initial stp I would suw pest than an on i oint smallholuer te- projecv.

(Urana), a am snaliolde oil palm projec- (Papu an i ew Guin 1), an
onpoin oit Aon project (Gineroon) aw on ongoini sneries nroj:ec
(fawan) be looce, a (in singyton) bh r. vn der TaKs staff in
cornsul a or wi ny ow sta ,o see wna3 cyes woul be reee in
present rennorir requireret to e ts e ,utur on nee s.

FoT Oter types o. projet wu1 h o notinvolve centralisee
naeirg, however, quite lot o. wor~a ned to be uon .o Lmprov
n collection on benefits a o- r os, mos prn-ably involvi

sAplinp tecininues. In h m or; o% our n:0 ect of tns type I- would
probably be necessarA or t Borroe o Ma e a spci-ectly 1.locrted

o is ics and thef woul have to hae som special traj5n o. w: d a
were to be crel.t bith some o' our more sopristih ruce- Borrowers,
provisin o • is ,a ,ii t n.ot be imcult; wi h otrs it woul be a
problemince crny prA jec , n nort 1s akce alread -uli oc up a t wit

poject : ler wne Tion, A' the l , cases it ,i aq b worh irvestigtin,
tae possibilite o" usna loc0" iani. ns researchers to carry ou7 suca
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data collection (ank interpre a tion) on a long-term basis. For these
zessons, I woul. not recomeno ma . the collection of a&a of tqis cine

be nae a condition of all our loans; but te p-ospects for sucn aa
colJ..c o uieht well be investioo by appraisal missions who coulA be
asked to mnase appropriate recoraenoa ions.

7. As an initial step, I woul sag s - Z M. va der p v7 s aff
take a lsre lock, in e iel , a sA o 1aess . nn colle to probltes

for dese gyp a pro -s. Ji.al e casn viere a - e . 0 is .
bein[ rue atrc in a, the Puilippines o - Pnis ,. n A I cul aui r e, 't

Projo:s, a a ea.r uio a il .e Pme u;: or he Uru m sq- a, Luswot
Projec:,s (sct0 na- 2 bov,). or i;:- aoa on- of d . W V.: onOjecA
Wou"I pLo-s1: L O thea so Wor taniTile. o 4 on :s , Aa Qr.:S 1i A& ri-
cui um al ( i ccii Proje c a u a--.a e Pr ojsc . 1± -5 Ua
.ooked t

O.nce r ne no olo~ i. ~ec lie sui able chai{ e ould be
:mtro aced into rcpoin; acui:.: a or electe. proses, . his

Depatment. s rerular supervision nasions coui, aeep a. encek on te
c lloa tion o ai P ., u 0 :-.a voul i-xe e call on oro

beparawu t.ao rluat o-. o shtou o n 'rbu~n c ou:- bordro o s &oV
lose si-aa aac . e : - ta o our :rqi.:nei do -d:,eir
nec a s .aacl so our on (- . uI- ov a e t n t ibses o colec lor
ae xou .4, no- )oin - £. , . - 'o. a ' ia. no be iLA, Lice.l.
wie: i c a.is a:t..v bou: ,.. on -.. a meuc o s
s0 17ics 1s prLsently A:: s ai Z n out.a

1h coLLe;o: o yl amls.u i wil1
! oA ob ot i iue for , 01rdi inlfor0n i p s . : . wo.1 eui us

to .3 loW tni. cono....C inpac e o: ra o poj ;r, ,o si~e a. c wOC on th
acou ac:, ox or pi ;)ections aine io ,i~ :u s compciemive ca ~a for n ew

p -ojecw.. 'o e: ract itd.s .uil va.Lu. , soweV ex, tri. projects onceifn
should be. alla te. in depth, to show the reasons for any riaj or chan es
ovear origi.ali estimra. fat .c il~ x -v wa eaui .. Lon ;a u. a~us s hav

t iorotara incrie e of ,r as .o oi ie rojet a of tmao ervroii st -
poln e. I1, y:ausi a econo u. - wihi wien i.t n.s been in~plouate 1
~re eal; , aee ore , :ca ane~~~o uwoula consis o on.e , e: er
o~ .as 'ea ;:- a. -x uo atns be. -a ~ ~ necto me.n W e2 ty Droee,
vita obtie : roa - s noces - i~o ~~ :- ex . . a, .Al :01.x@ii:

Id. io ceof r ha use, a prj& oe.u .o i.:--pn av:luat-on
suoax. ave been lA operation for ce i. oul~.. be in a couur~ wer
there ar. e cane to ~e :a ontnuif a i n'a.. 1en ff; pro;:ma. an
slou2... be o tpe Uaacr i s l3al ob r aa . eter in ta count:y

or elewner. vsnumlly projct ta b ev i ~e osoult c solete - emo
an onm tnios o~ wa1.i d. tpore za aa e:C Olie: :t. i ta 1Iy, ioU 'Ver
an empt3 m is aeet2~~r - out ua in-,ep'l ev~iuatio- waxilrtj
:xis a. va a . . racuiu a. no ca :eonja e on 2<l. in-depth

evalu, lion ore a follows:
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- Philippine Agricultuxral Cred it
- Pals Agricultural :ea it
- Uruiguay Livestock
- hepublic of China ubeswell
- berico, 1st an. 2nd Irri atoon

-Peru, Sa Lorenzo Irrit Lonn Se ti1een ri
- In0 , Sheruji lrri _ion
- Ken Landi l ent:

Initial atn

1.1. Ervan der akakes the co *mnmin nlis aiscussion ->:t (parns
a nd 16 ) la the in 'ormtion gven in :: appraisal report is o ten

insut]cient bais Tron whimi. to base a o ativea evaluaion o: project
perfor ianc. This does not necessarily ao usual;reflect an absence of

Ia, bu rather a shorto of snaco witin t: pprisal reor
tpaoowt all the de ils. Gee 1;l spait , 7ia mmbesappr'isin

projes i 'V workin papers w licai sroul. be seq s f or any comarie
tuy. ii taan rsos taCe ques ion oswtow a r shoul(in :'uure

becone star at practice :0 workin p be or.a into some
sort or repr (or, a e vr least, be uore srematicall. 'iled) for
interna use I bellee triis woul<.b :wan eous or all aspects of
prooect supervision, not onl;' in-nepvi evaluati, but is woul inevitably

asob more a time,

Enclosures

ce : essrs, Wapenhans (o.r.), Bartscl/Darll, Goftin, :owe, Stoops

SD~ clas tat



Mr. Warren C. Baum November 27, 1968

A. David Knox

Evaluation of Project Benefits

Further to qr memorandum of November 22 on the above, I attach
a memorandum prepared by Mr. Russell. You will see that be has now had
an opportunity to examine in more detail the iniiormation av ilable in
our files about the power projects listed in oy e rlier memoranum. 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

ADKnox/mv



1r. A. David Knox November 26, 1968

T.3. Russell

Evaluation of Completed Power Pro jects

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 ons

(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. I have set out ag 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:

(i) in 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 4 Nicaragua (70-I and 53-41) 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;

(ii) in 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;

(iii) 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 El Salvador projects (221-ES and 263-ES), 1 each

of the Nicaragua and Philippines projects (5h3-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-Ti. 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



Mr. A. David Knox - 2 - November 26, 1968

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 do 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).

4. I have the following further general comments:

(i) if evaluation of completed projects is to become a regular
procedure, it is obviously desirable that as much of the
original 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 viei to their subsequent evaluation;

(ii) in only two of the projects examined is there any indication
that more than one forecasting method was used for the purpose
of 1 ' rojections. In only one of these cases (221-ES)
were the methods used deacrioed 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 trey act as a check on each other.

T 3Russell:mb

cc: Mr. White

Division File
Operational Files



I. EL SALVADOR

Loan 221-ES (1959) Expansion of the Guayabo jirdreelectric Project

1. The original feasibility study has been destroyec. The Bank's

appraisal report adopted the borrower's lOa forecast of 12% p.a., said to
have been arrived at after making three separate forecasts on different bases
as follows:

(i) comparative utilization of electricity - for the forecasts
it was assamed that per caita consumpLion in 10 years'
time would be half the figure in neighboring Costa Rica.
This growth rate of 11.4i P.J

(ii) specific lac estimates, based on the forec.t of the indi-
vidual dittribution agencie. is resultad in a forecast
growth of 12.9% p.a.

(iii) extrapolation of previous 10 ye r trend. This gave a
figure of 1h.7% p.a.

2. In the nk's pprai report the project was compared with tne
alternative of an equivalent thermal plant (15 Mw). Assuming 5% interest,
a thermal station life of 30 years an fuel (imported) at $3/barrel (excluding
duty), the annua return on the extra capit"I required for the hydre project
was estimated at about 25%. The basis of the fuel price assumed was not
stated.

Loan 263-ES (1960) (uajoo aydroelectric Project

1. The fea ility tudy the berro er' consultants is available
and gives a forecast growth rate of 12 . to 1972 for peak demand and
energy sales. The basis is not exlain but the figure is said to be adopted
frm an earlier report, o copy of hich is vilabl. The ank's appraisal
report, noting thL Valeb were being alintAnec approximatey at tHe level
forest at the time of the previo lo n ( l-S), als adhered to the

figure of 12 .a . for future gro th.

2. The consultant's feasibility report comared the Juajoyo project
with varioun lternatives, including a thermal plant, and concluded that
it would be the most economical source of additional power. The dank's re-
port compared the project with a thermal station of equivalent capacity,
ssuming interest at 5% and a thermal station life of 30 years. With fuel
it $3.2/barrel (excluding duty), whicn s saia to )e the established price
in El Silvador, the annual return on the extra investment required by the
hyd'e sc eme 22.h ; if fuel were available at 0.50/barrel, the return
would still be 17%, which was regarded as adequate to justify the investment.

Loan 3h2-ES (1963) Power Expansion rogram

1. The consultants' feasibility study has been destroyed. e Banks
1ppraisal report noted tnat pek. demand ha risen on average 16.% .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 litter figure for its projections
to 1973, which was said to be in line with the expectations of the borrower
and their consultants.

2. The lank's appraisal report referred to extensive studies of various
alternative program hich ad l1 to the el Aation of the propo ied program

(for a further hydro plant it Iuy .o plu. 25 , thermi station). Details
were not given but the report said th t the tii ao.iltintm W verified

that, on a present worth calculation, the co t of te prepose rogr would
be less than the cost of any alternative.

II. N Ma~

Loan 121-jI, 12 id li-I (1 :-1/ ) Thermal Poer Project

1. The fea iilit report oy the oaonrrer' consultants covering the
first two of these loans forecast tnat the Load would grow at 15% p.a. to 196,
though without ealling out the reason "o hi forecast. The Ank'

appraisal report noted that this had been the average rate since lh6 and ssumed
it would continue to 1963, perhaps falling to a somewhat lower rate after 1963.
The same rt ws dopted in :he elk rert on 1441, for whill no feasibility

2. The iank's appraisal report on 121-NI and 122-NI (for t 30 "W thermal
stntion plus associated transmission and distribution)stated that, although
studies made so far indicated that hydro power sufficient to supply the more
densely populated areasof the country could be d elope , the relative costs

of hydro and thermal power could not be determinee until preliminary engineering
work on a yelected hdro project had been lomplete . (Note: loan 154-RI
mas a supplemental agreement to 121-I lad 122-NI).

Loan 29yNIl \ly60) kio Tuma dyudr electric ocheme

The consultants feaiility tudy, hb appears to have included
a sureiy of the power market, has oen destroyed. The nk's appraial report
juoted the actual average growth rute of total sales ofver16 5.a . in 19146-59,

de u: of 1 1, nual rate for residential an commerci i demand and 12.5%
p.a. for industrial demand. For the p nod 195y-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 151 growth rate fore-
cast by consultants. Allowing for further new industrial leade, this resulted
in u projected growtn of pea daind from 22,600 kw in 1M$O to 50,000 kw in
196y. This Yan said to allow for an expected improvement in system load
factor and a reduction in losses.

2. In the hank's appraisal report the 50 MW hydro project was compared
with the thermal alternative necessary to meet the same peak load aind 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
was stated ($213Aw), but not the cost of fuel. deyond 1971 the report stated
that further expansion could be met more economically with hydro. The hydro
project was also favored on balance of payments ground, since all the fuel
for the thermal alternative would have to be imported. Tne hydro scheme was

therefore considered preferable.

Loan h70-NI (1966) 15 MW as Turbine and Associated Facilities

1. The consultants' feasibility study of this project has been destroyed

but, according to the Bank's appraisal report, it included 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 category of consumer, population
growth, industrial developments and 'other factors (unspecified). Forecasts

were then prepared in the light of these trend 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

appraisal 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. in 1958-65.

2. According to the Bank's appraisa 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 apparently the haydro alternative 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 proposal.

Loan ha-NI (196 ) Thermai/ydro Hxpansion Program

1. The consultants' 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% annual growth to 1972. The methods used for these forecasts

were not described. The dank'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. Fbr the purpose of forecasting future sales

and revenue, however, the 3ank's report based itself broadly on the lower

projections of the consultants, though with some mdifications. Specifically,
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it forecast a 20% increase in units generated 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 1974. For this expected slowing-down in the rate of growth two
reasons were given vis.

(a) no new major industrial loads;

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

2. The consultants' feasibility study compared the costs of the proposed
mixed thermalhydro project with an all-thermal scheme at various rates of

interest from 6% to 16% and at 3 different fuel prices (the current, the

minimum international price considered obtainaole at the time and a very low
notional price). The consultants concluded taat at the higIest fuel price

ssumed the hydro scheme was more iconomical at interest r ates up to more tnan

16%, at the medium fuel price up to 114.8% an at the minimum fuel price up to

10.5%. The skes appraisai report considereo ta t tais analysis did not fully
substantiate the case for the proposed scheme and evaluated two new 00t streams

comparing an all thermal developent with the development of the hydro project
followed by thermal power. At the current fuel cost the break even point
was at 10% interest, compared with 6% assumed a 15% lower fuel price. The
latter wa considered an extreme assumption and this, coupled with the fact

that the hydro cost estimate was meant to be conservative anc that the return

on the additional enpital was unlikely to be below 8%, led to the conclusion
that the scheme 'was acceptable.

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

Lo an 30- UR (1950) Ther ma Power Expansion Program

1. The Bank's appraisal report refers to stucies 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 period 191h-46 were 8.06 in
?ontevideo, 11.8% in the interior and 8.3 on tae system as a whole. For

the period 19 -58 75 annual growth was forecast for Aontevideo an( 12% in the
interior, except in 19x9 and 1950 when rates of i5% and 20% respectively were
forecast as pent up demand tas met. The Bank regarded the 19149 and 190 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 as 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 3ank sales forecasts were derived by applying
"reasonable" load factors to obtain gross generation ,u then' subtracting
estimated system losses.

.• It is not clear from the anks appraisal report whether the acheme

as adopted h ad been compared with possible alternative programs to establish
that it was the least cost solution from the system point of view. It was
stated, however, that:

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

(c) it would allow time for the studie, and deigns necessary
before additional hydro capacity coulf be :.

Loan 132-JR (l$15) nhermal Power Project

1. The utility had projected growth rat s of 8.6% p.a. in load ind
9% p.a. in siles from 1955 to 1961/62, compared with wetual rates of -. li
and 9.6% in 1907/5'. These were adopted in t en appraisal report,
Although Ihe nssumptions an which they were .me. were not stated.

2. From the appraisal rert it woulc Ap r V tat ay lternatives
to the pro;osed project were considered. i risr Mik report (T.U.
Report 0 of November 1953) on the proposed Pro r for the expan ion of
Uruguay t s power syvtem lknwise M not -ni er ear the program was the
least cost means of meeting We roh of nn ut rly comuented tat the
proposed 1rogram ws technicafll sound t:.t he uitional faiitias were
needed to meet the estimated growth in demand.

Loan 152- (1956) Myzorria roelectri' ect

1. T e ank's apprail report adopted e sales forecat as for

132-UR. The forecast growth of e A emnd, owever, was given 3; 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 nust 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 compared with steam generation but al.o an potential
savings in imports of fuel oil whic wigh eavily on the balance of payments4.

IV. P ILIPPFES

The consultants' feasibility studis of these projects have also
been destroyed.

Loaa 0 -a jinga hyro Pro ject (1547)

1. The snk's appraisal re-ort i not aic lt tie utility's forecast of
the growth of the nila art of the tm. ThSO ta tn e 149-56 rates
of growth (12.y p.a. for peak lod 11.3% for e rr saes) woula continue as
far aheac as could be foreseen. T n' repor forem Vnat the growth
rate of energy requirements would f1 graday rfro the 1,/5 6 average of
11.8; to dO in 1966/67, as uming sy -tem la fictor re in at v0. The
reaon given was that the economi positiAn of the couatry would require a

tignt money policy, leading to a slow-down in industrial development, which
would in turn affect the rate of rowth of non-in u.ariA 1 conaumption. For

the provincial part of the system, however, the 3ank report accepted tiat load
growth would continue at least at the 1948/55 rates (11% p.a. for non-siamultaneous
maximum demand, 12 for energy requirements) for the next 10 years, since
electricity supply in tne provinces was in its infancy.
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2. In the Bank's report the "least cost" justification of the project
was based on comparison with 2 thermal station of the same size (100 M).
The capital coat assumed for the thermal station was $220/kw but the basis for
this ias not stated and details of the other assumptions ased, 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.

iboan 2 P 7- l A6gat Hyroelectric Project

1. The n.' praiya1 report acce ti tAe utilit'n forecast of the
growth of eAk demnd, gross energy requirements and sales for the period 1,60/61

to 1971/77. "e d iffered for t a ifferent prts of tue atei, nWu ticir
bail vas i of ;titec, but they revilted in ite average growth rate of
SatW for ti n -te V- a :ol. of Aut l-I/ p.a., which tne rer;rt thought
could vary oll trove conservatie.

2. Th4 ha9 report compared the pro oie : roject (206 W) ith the
ternativ, of ; . - T trm, . htion, Aich -. rerded .a

equivalent for meting the yyteN load r uirement nile still proiding a eqate
system reserve capanility. The Vem a gital co t naamed w l-5kw, wiicn
was said to be that used in the uti ity ' iLast an p ai progrAA Car fature
thermal additions. The fuel cost asumed was equivalent to J647/ illion
3tu,wic wa sd to be to t e nnefit of the nermal Q ternativ-. At 5
internet and a 30 jeir life for Mha trm Atternative, Vhe estigteo return
on te dditional Oro inve tment 2.3>.

V. H AILMID

L0 Ln 17"-7 (1997) irst Wha Altiple Puroose Project

1. In n ti g t e future growth of V" lad, the Jank's ,pralal
report distinguined between two periods. The first as l7-62, the estia ted
construition peri or the project, during which it w assumed tt most of
i edtin; st i- ai on ,ualy would ren. Atn little improvement in

srvice or voltge, ind that the expansion of gen r V acilities o he
li to a minian . The seond period, from G93 1o l., woul nto" fro

the co 1ltion f e irojet until it. 1. 2t . Ie- lnrbea. During
Vi perio' it i a umed that load rowth noul j overnt by ecooaic 4tors,
in rticular the r te of investment in power > ansion whicn the eonoa
1.al Ua t a: h sumption le to a for s I t ;rowtn o 1f pk mo lrom
Lin L)W 11 .1 af 0 " iA 1r to 10{. . V awn of OyA2, -An; , g
anal rat c f inr : olf l8y3. For tW 1(3-75 rough estiate-
iA ict V"a the L.ono coul upport h nvestient required to meet
grola rde of .. i Ba no an Y . in te provincei. ine r tes
.e t1.AUr :ory 10nt £ f f r0 . 1 ing 0 : yth a a lot - in tue .econo
period. Tney are ai to e ightly igor an those in the .S. dureau
of ReclaxtaV O : sent an on 1g those in L :ot by
independent conultat. In ddition, i assumed tiat ineustrial Low.
not connect 4c :& ten would be gradualy absorbed in this perior. This

led to . forcst loA in 1975 of 41.7 , representing an avera e annual

rate of incree a o .W iter 1 2. t s Me peric sales by the £anhe
Authority war or a t to inree - , eri of b cat 10-12 7. .
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2. The proposed project vas compare. vith the aIternativeS of a theral

plant using:

(a) indigenou lignite or

(o) imported oil.

firt m a'nioerd "N mr ati , 1iaZ3 1c requ ire the an-truc ion
of OKe Inile d.x aiw m oolig towers ne-r t ignite in t o rerinnm the

lack of coolin iter. For the leond altrIntivre (takn to ? 1 K
sta.s otirn tla . L .2Z ,:v.q unit) , . i i A t o i s a:sumed,

ano i fuel cost for the 9tea v + o60 nt./ illion tu ( th o Aeat ring
of A0,500 stu/n n er for t - 21 >U c! 1" A,-7
7 ier 1ie fo t .t : n t ': r, 1 ir di Y l

rturn of Sk on T ittr it, O Ir-oi W K o t

Y c.ry . .D Lrpi z L 11 t a lit. :< 7 A"W->1t-I
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A large amount o time and ffort is nov devote V pr
ppr ation and evaluation will a view to in o t a, usuL-

the rance of options still open .or considera ion at ti law stay ia
A M process fro projecL veneration to proac' lementato a
limited. any, if aot xot, of the crucia dcisions are a fac taken
at a .mch earlier agae wnit_ is dd wc ssible l s ac tiO
will be pured in more detal and backe up oG Reasibili; stdiew. It
is at his 8arly sta;e that ,ay oI the crucial decisions ich deterniae

te eral ramo of late iore detailed ivestmeut dcisio are
taken. The later project evaluation procese can oby e coacerned with
1cc0 io;a of lesser izpor road doc iia taken at an "arl; stage,
aever.al ears beore the dtalu i ect a ao take p e, are likely

thave a muc greater ita co te efi laysipattoe of resouroe
aeinmevar~iou~s sec tor 8 a me amller oasibilities for adjuteate

tat rmaia ope later. 8a coe for error lavea c laro'r. n h
S a wn major alernativ ar rejected o Arter follow-u

to f sibility t e 8, ec. owven L. ea. ve iportance o
Gesuccessive decisions i. tmvaluatio pacess ino reflected la

the reaure of atontin they geaueJa wnic as mainlyj preoccupe
oyth later-sta pmject evaluatio.

5. 'closely linked tothis ias ou s paialo isa
tedfncy or h latex-tage ana i a aarrw project ocus.

he concern wit projeot detail. 1eads bearisIv aelc a a
jroade sste effects. oceWrati a d choices opoa ocr

th develo:;ment of a river baa o2 a traaprt a sse for exaaple, :.
m oonacduce ye o considerato of a i -depea aies betwe variotu

parts of th yte-, ad isl act mre olva a that sa, ta
unnattentiohs arwdow pariuariv£taoir an m. -
onsce or r irove o e

concentration ou VIe arw rome gr;ime ta arise ateiL
MI. e a 0as t0ie e o 0 Gd

-T iOt !Ule0 o s a Q h eo.

he prevailire empnaais on. xo ra leads
nul nt attentio bein pad o r Lo blems i

variouesctors and to possi ilitios aormu :tier use oi eistiug
alities. o tlr there is a aa new i ivtao

emisdi te or excessive. A is rant Ah is do
to see to o a xsting resoures ~ ac e ops advaage. hrough
etter olicie sa as transport£ cori~o , pulic utility pricio

tax and ausd stutures, o I raitis, ami otr ese o
rove o operation. on a

conaideration to Get short au" ..
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Mr. Warren C. Baum, November 22, 1968

A. David Knox

Evaluation of Project 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 whicnave 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 ap. 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 tfiose is not complete but we are
finding that a number nave been destroyed.

The power projects we suggest are:

El Salvador 22-ES
221-ES
263-ES
342-ES

Nicaragua 82-NI
121-NI
122-NI
l$h-N I

'Uruguay 30-IJ
132 -URi
152-Uk

Thailand l .175-T

Philippines 183-PH
297-PH

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

Nicaragua 26-NI

Icelandi 311-IC

China 9-CH

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

Attacbment

occ A essrs. Armstrong o/r
Howell o/r
Shipman
Vasudevan
ifnite

dA nox/!



Mr A . ad Ko : "ov hren t9

Harold R hpa

Evaluaton of roject Benenfits - tiarer p l~ nd 'ewerave oect

1. Completed projects wAc are ble for study are:

Nicaragua - Managua Water Moply
Iceland - aey jarik :iot Water M.p l
China - Taipei hter -po:1

2. As per our requet ~o orients on the data which coul be collected

for the fJr, he follcrin ar ' d

I. g I - Number of new connection/ -and ananti+t per rner 3-ctegory.

a. Reidenti l
b. Indutrid'

c. Coninercial
d. Goer nenta

e. Public tandip

II. Toa WaterProue er onth - -ro, «Mc 'et or unaccomonr -%or

rater cnab n tenci M.

II. icO - eeue >nM .

IV. 2ne o os - Accrued, if acounting maera pemi by rnonth,broken~1 d-.hfolo

~~Acg

PTo duto olossr

Te Tn dnc tim

ome ial 't he"

(a ecition - to al mate - y:t p oe fr ind e thng

(~ ~ - Cnne fixe 4at or total inestment,
(~ xa ~ aio - Motl nd beor derciatiton.

VI, 1~ ,.. -- ar?, fir de r< a ,: recor s o los
ro nire eea. I uh dat. e it hou be clected at time

of ar~aia and con h cred fo' ,ears afr project cmpletion.

The problem will be to accomodate new buiilding con truc ion and other
~actx '-hunc 'aj Lec e o-M in ch ;oriod un ler ea lu eon. 1"ire

in iusce .ate- could b. ecked to deteririne ~if' r W. -~ M.hs

occured as aresult -,tse - 'et. Dlata to be c alleoted i, as follows:



Nuber of callai and total/average estimnated property loss.
Annual. entmtrosea tvrn e in ro--ei- k *: . 4rn O

a le u L 1 d 2 > ir --3 .2 a.i i ... t W eLu 1n1

whether they have bet i: oan .f ea aat i on.

VII. EntOic diseae incidence - ,hence o"U rcluable ..atistisV ma thi
eraluhinn difficul+. D" en - i not norM L ly a re, or , -iease
and nl/ io un an - c. ieaeX. T.:hoid £ e i -=table

ut digosi and poor ev 7in, sa cureee ,o luin i 1icult.
Nevsrtheless, we should t -o oba data. The following dat 1
'r 1-7 - 1

AT a: - (a) Repored typid caes number of' h~osta bd

occupied by t~oid patients.

(c) Caue of A earteizm in iwo ~tr bT omme.

VIII. iNmbr of priaewatr sy tem, pat cularly cormecia an indutrial -
hee figure ay be aala or culd be reasonably estimae in a

nLber of cases during a wprisl. If the number stay cons an or

sadin in import E o oeu ren! for uc 4e mih be ade. he
deciion on whether the accuracy of the initial esimt will he

ufCficaen~1j 4ne to pmit ler u m will hav to e L with te

Annun& - MrQber o f rw1 P o in n e clss & M b 'y rei ta

:1. CIOt Af Vrnpre-,tr-W escino a city auponoe b
- 'i "Ian

atrend th cos o uch water con be obtan 151tee th
some estimate~ oth amou n inolvd aa ug e

Awil - (a) *ebe ofsndr (lified so as to mrt>3 te
of (b)).

(() Area " rv.

. Y) ~ewo-r proet - , ' :7 n f'7 her ½ - E o~ Ion upon
- o oar r~~r~ i&cause and

ifoe . 'e on x ed aures of ewerage and &r.. in ser

U a UyW. a pth ~ c,~ n ;S

(a) ei vin bytr ystem.: ~

(b) 4ait Q9 en e ta t ~1o 1~C rmne in ~.
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(c) Aeano sevda percentae of total~ ser.ie r

(d) Numbero of privat sytemin iale anulyan1 ot
finvlvd.

(e) Iialtastc an all on inetadrdetvcoso

disee associae± it at dpoa,eg.

C ae of Piiaria - an n .
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Mr. A. David Knox November 22, 1968

C.P. Vasudevan

Evaluation of Project Benefits - Reference your memorandum of November 15, 198

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) Sales 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 dductin from the total revenue
the calculated value of monthly hire charges. In some cases,
however, the charges for subscriber diall d long-distance
calls are also recorded in the same meters as local calls.

Another piece of data that is sometimes compil d is classification
by categories - business users, residences, etc. 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
classification is usually made on th - 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
pronortion of telephones installed for other than business or
orofessional purposes in underdeveloped countries is very small.
The numbar of telephones by categories may be compiled 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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c) Operating Costs

This would be
Salaries
Maintenance
Deoreciation
Other

d) Capital Costs

This would be th;, construction program together
with breakdo wn of costs for some ma jor 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 najor schemes given above,
it is difficult to compil data for checking the accuracy of
our cstimatese This is because th- teleconmunication projects
comorise of several idividual iorks where the estiates are
based only on averages; for examle, in the case of urban networks
which usually account for about 0 per c nt of the erpansion,
the program is drawn up on an annual basis and the costs vary
considerably from one cabl sch e to another depending on the
size of the cable and th. route ½ivolved. Tn many such cases
even the description of project is not too clear, to allow for
the flexibility required.

The principal jud ient on inventaent costs is based on average
investment er telephone and the costs of identifiable major
sem es.

There are no other components that can be dentified easily with suffici nt
accuracy.

The data listed above r no available from progress reports and in a
more reliabl form from the annual reports. These data in th, case of tele-
comunication can only indicate broadly asets of costs and of sales, (.g.
revenue increases arise not only fro- the na" project but from increased usage
of existing tele hones.

The quantification of benefits fro t lecommunications is difficult since
it is not possible to assign values to benefit from any form of communication
in quantitative ternis. Ho yer, tel conxmniaations .rovide a cheaier form of
communication - and a sp ZGedy and cas o too - than any ther comunication,
including by nil, wthin "arge urban r. , ong distance comunication is
cheaper than o rsonal visits and achieves tht ds6red ob`ective in ost cases.
More particularly it nelps to increaso t f ci y ny of transportation and of
reducing the costs thereof, and plays an imortant role in promoting and
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integrating the trade in the country - especially of bulk conlodities like
food grains and export co modities. Its imnortance to decentralization of
administration and of industry, as well as to the development of suburban
communities are all recognized. Its use for doctors and other professional
people, for dealing with raergencies, etc. are clear.

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

CPVasudevant pl

ct Operational Files
Division File



Mr. Charles H. Uhite Novenber 20, 1968

T.B. Russell

Evaluation of Project Benefits

1. I have checked on tyt extent to which the information normally

collected at present on power projects provides t 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 sumarized the data relevant to

Mr. Knox's question. Items (c) and (d) of his list, covering operating
costs and capital cost respectively, seem to be adequately 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 time to check to what extent the required

information on (c) 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.

4. 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 not) 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 looking at a

recent example (Sudan - Loan 522-U) that energy 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 imformation 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.
I suspect the most we may be able to do at present is to refer to such

additional benefits (or costs), where they appear significant, in purely
qualitative terms.

TBussell: mb

c: Operational Files
Division File



PRORESSREPORTS JIRD FROM 30RROWERS fI RESPECT OF POI.AkR PROJST LOANS

I. Technical

A. Quarterly - to incIlade comments on design or schedul~e changes
whc tih fc r e t -«i

3. etir - (1) on each section

(2) finl compltion - to 1< luda t tnt of
final cost of sections off

I . Finan iIL

Ae inrp tni . be - to i

(1) aforati,e on ,at a - z i, in. ot ¶te&
with explanatory coments. ona c diver ences;

(2) anlyis off customers' c ouxit, receivaba.

3. Halfyeary operational reports - to how, inter alia:

Ses in kwh
uraa.; rveu jor kah

Operating costs

0. Annua financial a'tatements - to inclde:

(1) audited financial stat en;

(2) foreast caahfflow frat leatth r e
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Hold R.Sipa

Evlu~atin of Pro.ect Benfita- Water Supply and aowerage 1rojects

1. Completed projects which are ui table for studIy ares

Nicaragtia - aneue Wer aply
Iceand - ekjevik ot-ater uppl

Mina - Taiei Na p r

2. As er;yu re eat fr oentson the daw wi~. col lecte,
the following are offered

a. Ae . A - shouldbe incl

b. FIre rin - in some place are departn ma records on loss
from fire per year. such data ex7i,1, it hou e cllected at

time of appraisal and could be compared for years r project
corz2.tion. The problem will be to accondate neu buil construction

and other factors which ma e losa in the prod under evaluation.
Fire insurance rates co l be che d t 0 dt f reduction has

occured as a result of h rojt

c. Ehiteric isease incince - Absence of reliable statitics : s thi
evaluation difficu- eportable diseae

a only sowsup a c eof n de i reportable
ut iagnaoi a:pca r ,tin ,ake accuatee cauation difficult.
evertheless, we hnould try o obain data during apprad. sal.

d. Number of ;er te water Wytem, particularly comercia. and indutrial -
hu a ae or c d he reasonably estimatd in a

uwber of c u ra l If t ny constant or
gradualg 4irg oCC ter . ojec copietion, some evaluation of savings
in irqport r-irement for such system night be Made. ''he decision on

er n ecuracy of the initial eSimate will ficiently

precise to peri, ler use will have n ' et Wi the appraisal
nis sion.

e. Co .o: tr rte at . "eee io o d e olied by
aer veorj h0 cost W, Ar ca he obtanedtoether with

ione ""ti e- thU amotr ti o R

Aeer ae projec, r c - al if h ' WoII depend upon
unreliable statitics and even ore uncertainty a to 'e4 Iau - and
dffect, P -on or Y", von , ,i Arr - ne reducto - in water

pollution are the kind of parameters h coul be aMsred and

Sluated.

ir I /



Division Chiefs November 15, 1968

A. David Knox

Eraluation 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;

c) 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 Wedr- ;, November 20.

cc: Mr. Hittmair
Mr. Shipman
Mr. Vasudevan
Mr. White
Mr. Arnold

ADKnox/mv



Mr. A. David Knox November 4, 1968

C.P. Vasudevan

Telecommunications - List of Projects which may be taken up for revi-w

The complted projects in the telecommunications sector
are in respect of Costa Pica, Ethiopia and India.

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

CPVasudevan:pl

cc: Operational Files
Division File



Mr. Warren C. Baum November , 196

D.S. Ballantine

Follow-up (Evaluation) of Projects

Regarding Mr. van der Tak's memorandum of October 2L, 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 shoald

not suggest that the Bank does not profit from experience in nny 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 I: initiating ome more systematic activity.
I get an uneasy feeling; that tiis 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 wa
enough to sugest whether the dog bites.

Specifically, Ir 4 Education Department, we nave built into
the Cooperative reement a provision for om kind of ex post
aaluation nd Unesc .o w- r 1ready done f . ~e 'm t Tunisian

project), the report of ich is not yet

The Coperav A reemen states

"Unesc- will, in cases agreed with the Bank, assume responsibility
as part of the Coperative Program, to ascertan, both through
field inspectio ns and through review o periodic repors, and
to advise the Bank whether the educatia objectives of the
projct are bein achieved and whether the obligations undIert-aken
by the borrower in t connection ar bn_ ful ed."

Obviously we cannot pursue this kInd of crluation until the construction
is comrplete and thho os Ive students and arc in operation. Mcreover,
it was noted that as o f our first projects, the Credit Agreement
anA even the appraisal report said relatively little about "educational
obetives" o that Unesco's mission had vcry little indication of
wt t:, ure.

Since tin we have been more venturesv r expaiit in defining
educational objectives (e.g., the educational ives side letter)

ad presumably we will continue to increase our ccrn as well ias

iur assistance to aciivin educational objectives.

I concur completely in van der Tak's succestion th t the
evaluation should be made by persons wh were not involved in th-

appraisal, etc. but are familiar with the history of the rrject.
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In thiS sense Uncsc wold normally be a verr :> d agent even th)ugh
t ir perfornce in t is, as in other thin~s, Ai t e sptty. I
tainuk we culd wrz ::u with them satisfactory procedures an defin i ion
of ex ante data requirements whicn would meet te need C r ex post
evaluntion Af tim nenefits f education pr ect. (As an when
economic methodAlwo emerges we would wih t exend tHe term

ducatonni >bectives" to include review - +. npower An r t
eneiit elements as well as questions of a mini,rti-n, fnanci

r ,ic Cions, etc.)

The questi,>n evaluntin; the implemnt-W >n of th pr- ec
itself seeas t: me a aod deal more strai htfrmr nd ne in whic-
+no pricess fir t aucation .enrtment w ula n iffer very much

frow tt of At2Or over.



No. 57 INILRNATIONAL DEVL IO P)LMENT INTERNA1 IONAL DANK FOR INT-MATjONAL Cl a
ASSOCIATION RLCONSmRUCTION AND DEVELOPMENT NANC

OFFICE MEMORANDUM
TO;io2 Znwundovo DATE:Oct~ber 31, 

SUBJECT:

Attached in a copy of ho marosX ont~imr~ cu.Uoicd a csvlzyl utaz "Voting. Wal2d ws* c~t toCicu3sJ it., awl any othwl SUglostC~aYUyyja t10no:s, Tuoaday,

Picc.aLCoRo:

c~a-w rv ul!



tm NO, 57 iNTERNATIONA. DEVELOPIMENT NTIENA ONAL BANK FOR F IN r "cEASSOCIATION RCONSTRUCTiON AND DEVELOPMEN' CON RF OAT ACE

OFFCE MEMORANDUM
0: Mr. W. C. Daum DATE: Octobor 21;), 196

FROM: H. G. Van dor Talc

SUBEICT: Follow-up ofProjects

I refer to our recont con-vcrsation concerin what wo ar
doing or plning to do about 2ollow-up of pro jact aftor a loan is
Made. I have discussed this with ilossrs. Routlingr and do 6Toi1C.The attached noto briefly r'views past and present eforts and aos
proposals for greatly expanding activities in this area as a baasi
for .urthor discussion.

We look forward to discussing this question with you in thonear future.

HGvanderTak:zmc

cc; 1r. Kamarck 7
Mr. Stevenson
, Kr. Reutlinger
Mr. de Weille I

rA

c>

4151



FOLLOW-UPEVALUATOOF PPD JEC lTS

Goncral 3ckground

1. Many people in'tho Bank have oxprcsscd concern over tho pat

lack of effort to follow up and learn from the dovolopment impact of Dank

projects. So far, this concern has not been translated into remodial

action. The purpose of this memorandum, therefore, is to review past and

present efforts and to suggest how the Bank could intensify project follow.ut

activities now and in tho future.

2. Lc post evaluation of public projects has-become o increasin

concern in many agencies. A growing tendency to base ca Dnte project

appraisal on rational analysis has also made'it feasible and necessary to
make more ex post ovaluations. As evidenced, for instance, by recent

experience with U.S. manpower development programs. it has become standard

procedure for government programs to require and to allot funds to a car;:fl'

ox oost evaluation of a program's performance. Can the Bank afford to do any zs3?

3. If' anything, the Bank has an oven greater nced to follow up projects

than governments in the developed countries. The Bank has a potential

comparative advantage in collecting and evaluating data on ongoing projects

in the less developed countries and in transmitting rfollow-up experience to
its mber countries. This would complement its cf orts to improve project

appraisal procedures Since efforts by national and international agencies

in this follow-up area are mostly inadequate, -thore is very little risk of
duplication and much opportunity to tap experience for usefu policy

reevaluation. At the very minimum, resources committed to this area should

be equal to those used in gathering macro-economic statistics.

. This mmorandum deals only with the purpose and substance- of
follow-up activities, leaving organizational issues for subsequent
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considoration. At this timo, wo suggest only that project follo-up

would be most usefully pcrformed by an agent not directly involved -

cither in tho original appraisal or in the supervision of the procts,

yet fully inforied on project history. It should be romcabered that

the follow-up is primarily resoarch-orentod and should not bo hanic

liko an accounting audit.

II. Past Efforts at Follow-up

5. Past attempts to follow up Bank projects have locn limited in

scope, dQpth and number. The Projet Superision Ueorts, formerly

called End-Uso Reports, provido a limited follow--up of projects during

the construction phase. They often comparo original and final cost

estimates and discuss the reasons for differences. Sometimes they also

contain some reference to the benefits as originally estimated and some

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

projects). in addition, they may occasionally provide some information

on another, similar project in the same country which the Bank has

financed some time before.

6. In "A Review of 62 R Pad Project Apprs-l ReUort ", an attem.pt

was made to analyze systematically the quantitative information in 62 roa`

project appraisal reports propared by the World Bk from 1960 to 1966.

This attempt was largely unsuccessful, howevor, because the infomation

contained in the appraisal reports was insufficiently detailed and/or

defined for the purpose of such an analysis. ecause of the 3anke S

Lairly unique potential for.providing comparable data on road projects

11 over the world, the authors make some suggestions in this paper as to

j. de Woille and K. Angels, "A Review of 62 Road. Project Api
Rports", Economics Department Working Paper No.5, .homber ,1967.
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how this potential miglit be oxploited.

7. The Reappraisal of a Road Projcct in Iran has bcon h

Bank's first and only attempt th far to reevaluate in sono detail

one of its p.rojects. One of the authors i recomendations is 'that

-during the period of project supervizion as well as later a-MOre

systcmatic effort bo mado to gather information on the oconomic resuts

actually obtaincd from the pojects". "Dovaloment Projects Obor ocK

is an atompt by Albert Hirschian to extract lossons on admiitrativ,

political and social factors governing success or failuro from a scries

of Bank projects.

-inally, under some of the Bank's recent loan agreements the

borrower is obliged to provide the Bank regularly with .some specified
nform-ation (in the case of road projects, e.g., with traffic coun

data for certain roads).

III. Current Efforts at Follow-up

9. A new data bank cuestionnaire has been designed to collect

information from project appraisal and Supervision missions about ne

projects until copletion of construction. t will, only provido a pat

of the information necossary for full. follow-up. Information derived

from the questionnaire should be useful in identifying- operational

bottlenecks, and coverage should be more systematic than in the case of

heproject supervision reports. However, the data requireme ts for an

H. G. van der Tak and J. de Weille, "An Eonomic Rar a of aRoad Project: The First Iranian Road Loan of 1959" (I1-227 C 7
ooptember 26, 1966. This study is s ,ortly to be published by theJohns Hopkins Pross.

2/ Albert 0. Hirschanu "Development Projects Observed", The rookin sInstitution, dashington, D.C., 1967.



apraisal of cause and effcqt relationships arm not spelled out in

sufficient detail and the cuestionnaire still does not povide idac

on how data arc to be collected. Thus, it Vrill be difficult to ascertan

the validity of data obtained fro the qus tionnairo for particular alyis.

10. E11hc Bconomics Department is currently carrying out an ovaluatio;n

of oxpcrienco during the construc ion phase of 15 Dan irrigation ects.

The study is first reviewing those changes in construction costs: and
schedulos, as recorded in supervision reports, which have not affocOted

the natuze of the project or the benefits as initially conceived. The
effect of these changes on the rate of return based 7on the original
expected results is calculated. The report ill then briefly describe
changes which have been made in the nature of the 'roject and the anticipated
gain or loss in benefits, to provide background for field investigations
to reappraise project benefits.

IV. Proposals for Cw Follow-un Procdures

Follow-up activities have two major purposes:

i) Nonitoring imlementation of a project in order

to alert the Bank and the authorities concerned

to any difficulties and delays in construction or

utilization thati may arise so that remedial action

- can be taken.

ii), earning more about the functionin; and impact of

projects, and the relevant relationships dotcrmin-

ing the outcomo of projects, to provide a basis
and

for appropriate policies, better resourco allocation

and design of projects.



12. Specifically, three research-oriented follow-up procedures

are suggested:

a) Systematic reporting and evaluating of actual ainst

predicted benefits and costs for all new projects (sinpc

indicators).

b) In-depth data collection on all aspects of project

impact, included as an integral part of project

exccution, for selected individual projects (complex

indicators).

c) d ajor reappraisal of imTpact for selected projects.

The needs both of monitoring and comparative research should

be met by the planned project data bank, provided that its scope is

properly extended.

13. For savoral reasons, discussion below centers primarily on he

design and collection of data for new projects. First, the proposed

activities tic in with the budding interest in establishing/general projce

data bank . Second, the proposed activities require >ajor adninistative

do6isions on staffing and organization. Third, the chances are bettcn

writh new projects that the Bank will receive the ncoded cooperation fra

all parties concerned.

14. However, it would be extremely advantac6us to include some

projects which have already passed through the construction phase and

are now entering the benefit phase. As far as is possible, the major

reappraisal studies should cover seolcted projects in this stage.
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A. Sy1ematic Coll9con of Actual Bnefit and.

~ Cost jMta

15.. The primary objcctives of this activit' would be to p'jrovd

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

phase for operational purposes, and (ii) for comparative research on

actual behaviour of benefit and cost variables in.relation to thoir anticipated

behaviour. Through systematic data collection and periodic evaluation, i

should become possible to identify the major erroncous asuptions ua

in appraising projects and to roeommend policies to improvC projcc,

Performance.

16. This typo of data collection and evaluation is only lik0y to

produce results if the original project appraisal reports spoil out in

considerable detail all assumptions and predictions. General propositions

with respect to benefits and costs, even when quantified, cannot be

effectively evaluated. Lessons Koncerning appraisal methods

and predictions cannot be learned unless information is available on

the components entering into costs and benefits. At best, data on many

benefit factors can be combined with some reasoned judgments about

unmeasurable phenomena to construct an estimate of total project b t.

It is imperative to sort out the systematic biases made in the original

projections. Actual benefits, or costs, may diffor from origin' projctioS

becauso of oither faulty prodictions or unforosocablo vents.

17. Settin; up a system flor the collection of project data r:uires

integrated planning of the kinds of evaluation to be made, of the data

required, and how and by whom tho data are to be obtained, reported,

assembled and evaluated. The data bank procedures recently initiated



only partially moet these recuircrnnts. They nocod- to be cxtended arnd

adapted to serve the dual purpose of monitoring projects, also after

completion of construction, and comparative research on behaviour of

benefit and cost variables.

18. Eventually, all Inew projects would be covered in the above

reporting program. Initially, a list of items to be reported on Would

be prepared for each type of project, but to asoure successful imleaen-

tion, datq collection and reporting requirements shou.d probably be tailored

to each project. Spocial efforts should be ma-ic to define clearly Vic

variables to be collected. In selecting them, one should weigh their value

for analysis against the difficulty and cost of colloction.

19. Tentatively, the responsible agent would proceed as follows:

a) Compile a list of variables for which data are to be

collected and record thoir predicted values at the time

of appraisal.

b) Prepare a proposal on how data should be collected.

c) Decide whether to recommend that tho borrowing country
be given any special incentive or assistance for the

reporting of dato and if so, in what form.

d) At the time of loan negotiations, determine what person

or agency in the country would be responsible flor data

reporting.

e) Handle data records, to be kept inside the Bank) either

inside or outside cornuter.

f) Periodically report on project developments



B•. In-DepthCollection o, hta on cc etd Project

20. - Tne objective o this activity woIld be to pormit a orou a
px oost evaluation of a project's bcnefits and to estimate basic caucal

relationships between variables. Experimental design featuro would be
incorporated into the chosen projacts. This should make it possible

to evaluate the developrrent impac k of specific projects and projeCt
features in specific environments,

21. 4A small nuember of projects would be chosen o re t-*ajo

lending activities of the Bank Group and to highlight cor tral probicas
of a particular geographic arca o:- of a paitotcular class of projects.
Other impieortant selection criteria would be +he case with which data

collection and experimental design could be built into project execution
and the availability ofL a su tablo agency to nandle data collecton.
22. In some cases, the desired data may already be collected as a
matter of routine by an existing country agency. In other cases, ;inor
adjustmients in the existing reportin system may be suficient to provide
imeaningful data for this kind of project evaluation. Othexmise,a

special survey scheme may have to be established and an organization

designated. The comripleity of the desired data, the county s capacity
or statistical reporting, and the ability of the prpject appraisal

toaA to dofino and or'gani5 zo d 'roporoing sche a would doaC
tho B3ank agent for data collection would need to visit the pro jects in
question.

C. Major Reepraisal of Slected Projects

23. The objective of these studies would be to reappraise t:etotal ipact of a project and various project featurcs in different

circumstances. Particular attcation would be given to projects which



have proved to be unusunlly difficult to appraisc for lack of adequat

dtEa.

24. For soma time such studies in depth, as wcll as the coypnrative

studies referred to earlier, Uill have to be pursued without tac bc ex-

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

part of the regular research-program in the Sctor and Project udios

Division of the Economics Department. Pending the results of th.

current irrigation projects study, a similar appraisal may bc f ollowod

in future studies. In this case, the first stage of the stug would

consist of a careful desk review of a number of projects in the design

class. Feld investigations would follow, for one or two whole projects

or for a few selected project features in a lar'ge nubor of projects.

V. Summary

2>. Current efforts and plans in both the Projects and Eonomics

Departments fall far. short of mecting the minimal needs for ex nost

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

systematically from project oxperience, the designin, collecting and

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

for new follow-up activities are outlined above.

26. Furthor discussion of theso proposals should also consider

the dosirability of cstablishing a small projOct data and Ovalution

unit, staffed initially with three to four professional staff mber

from the Sector and Projects Studies Division in the Econmics bea n

The project data generated by such a group should be in high dend oth

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

comiparative advantage in this area of rescarch.

Sctor and Projects Studios
October


