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ABSTRACT

The following provides an up-to-date
listing of documents prepared by the Public
Utilities Department in recent years.

The Subject Index refers the reader to
the Category and Page where the full listing
of date, number of pages, author, and a brief
abstract may be found. Unless otherwise
stated these documents may be obtained through
Ms. Peter's office D758 ext. 5459.

Prepared by Ms. Phyllis Peter
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'I SERIES

The Research Se : ludes those research papers which have
been prepared for or by n P . Ut4lities Department. They represent
the result of analytical a xpostory studies which are considered to

be of interest to opra lonal staff, They are in no way intended to be

statements of Bank Policy.

RES 1 Economic Analysi, of Electricit Pricin Policies: An
Introduction Ja 9,97 14 pages. D. Anderson and R. Turvey.

"E:trir t~ r re poi' save been dominated by
finan i g q ans, il by the need to maintain
tariffs a ev r 1 .. finance the large capital
requiret cc<s d systems; and also by
a quer- omb sco u> -pp e ho the design of tariff
stru-etuer V iald expansion be? How should

output Ie dht n homes and industry and between
rich and o' Ca be utilized more fully? These
neglectted qem o . 0 c s an equity also need to be
worked into pr pole A balanced approach is needed:
finance to spur epansion; economics and equity to contain
and direct it. This paper discusses how pricing policies
can be formulated wh are efficient while satisfying the
constraints of finance and equity. Additional constraints
set by the need for ie tariffs, risk, ignorance about
consumer reactions and by the costs and technical diffi-
culties of accurate me ering are also discussed. The paper
is an introduction to a series of case studies, research
papers and guidelines des gned to help Bank staff, utilities
and their consultants adopt a new point of view and start
solving the difficult but worthwhile problems of implemen-
tation that it poses."

RES 2 Village Water Supply and Sanitation in Less Developed Countries

March 15, 1974 - 1i45 pages. J. Warford and R. Saunders.

RES 2A SuEr and Conclusions of FulReort March 15, 197L -
10 pages. J. Warford and R. Saunders.

"The major difficulties in village water supply and sani-
tation programs are not technical, but rather administrative and
financial. The problems are in large part due to the relative
poverty of rural com:.uities; their failure to appreciate and
make proper use of potable water; the relatively high cost per
consumer of village supplies as compared with urban supplies,
the encumbered administration stemming from geographical dis-
persion; and, undoubtedly most important, the common neglect
of operation and maintenance due to the lack of proper allo-
cation of budgetary resources, the lack of ongoing technical
assistance, and the lack of administrative attention. This
paper which consists of a review of the current state of know-
ledge and of the experience of a number of less developed
countries in the field of village water supply, concentrates
on these areas, highlighting the factors which are significant
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in determining the like-o of ucess or failure of village
water supply proj ects or programs d their priority in
national development plann'ing. There is also a discussion of

the problem of iden ifi and quant ifying the benefits of
investment in this

Since the bt means rf dealing with many of these issues
remains a matter oc debate and in view of the considerable
diversity of ruira commiitie less developed countries, the
general approach of the paper is to draw attention to possible
courses of acon and inroaches which Bank staff should con-
sider in apprai jets, The paper does not pretend
to outline e- o be followed by the Bank in contro-
versial area s ow the int)n ion primarily being to make
operating tai e e pos- points of view and of various
possible plictant ci c actions, so that they would be
in a bet or pa *ian to ci judgment n any particular case.
The paper is ben i a circulated in order to attract comments
to ass>t the Public 1l s Department in preparing guidelines
for the appraisal o. llge ate supply projects."

RES 3 Framework for Ele e c r tudies March 18, 1974
22 pages. I son ad;. Ton

"The paper on the Economic Analysis of Electricity Pricing
Policies (P.U. Report No. RES 1) examined some of the problems
and principles of electric iy prieimg. The present paper now

suggests an approach to applying these principles. It is couched

in terms of a series of 13 questions which will need to be answered
in most cases, the signi fi.ance of each being explained in some
detail. The first six relate to the structure of costs, and the
next three to the market for electricity, relevant distortions in
the economy and the existing tariff structure. The tenth question
asks what practicable cost-reflecting tariff might be introduced
and is followed by questions about modifications necessary to meet
financial and social objectives. Finally the ability of the utility
to cope with a tariff reform is mentioned. No answers are proposed
to any of the questions, the purpose of the paper being to suggest
how missions or consultants might usefully undertake a tariff
studr. "

OTHER RESEARCH PAPERS PREPARED WITHIN THE DEPARTMENT:

Estimation of the Economic Benefits of Water Supply and
Sewerage Projects October 1973. Messrs. Warford, Bahl, & Coelen.

** Report presented by the Syracuse University Research
Corporation, Maxwell School of Citizenship and Public Affairs.

"This paper examines the premise that investments in public
sewerage and water faciities will be reflected largely in
increased land values. This was done by first defining the
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theoretical issues, then attacking the problem through the

use of an empirical model which compared property values

in the "project" area to those in a similar "control" area

over a period which included the installation of the water/

sewerage project in question. Original data from case

studies in Nairobi and Kuala Lumpur was used."

Electricity Pricing Case Studies - Tunisia Sudan

D. Anderson, R. Turvey.

(Sudan - June 1973 - 46 pages)
(Tunisia - October 1972 - 32 pages). Available in DRAFT form.

The Economic Return on Electric Power Investments

January 1973. 31 pages. D. Anderson. Available in DRAFT form.

Standards of Urban Electricity Distribution - December 1973 - 33 pages.
(Electricity Council Overseas Consultancy Service)

"This paper reviews the "State of the Art" of the technology

and economics of supplying electricity in urban centers.

While its primary purpose was to set the stage for investi-

gations into the relationship between investments in distri-

bution systems and the standards of supply which their

customers enjoy (which it is planned will be carried out

during the course of the second half of 1974) it has

already thrown light on some important features of dis-

tribution which are presented here. It is intended that

this paper will be followed by "guidelines" for use by the

Bank in appraising electric power projects where distribution

investments are a substantial component."

In connection with the Energy Task Force we contributed:

a) Sectoral Adjustments to Higher Energy Costs - Power

Chapter II of Background Paper V for Prospects for Developing

Countries (IBRD Report #477). July 8, 1974 - 20 pages.

E. Friedmann with assistance from Messrs: Erkmen, Minnig, Russell

and Salazar.

This report discusses the impact of higher fuel costs

on generating costs for various types of plants; on demand for

electricity; on investment choices for generation and trans-

mission; and finally, reviews the likely effects on power

planning in LDCs identifying five groups from the hardest hit

and least likely to adjust in the medium term, to those which

can most easily overcome the effects.



b) Energy Supply Demand Outlook. 1980-1985

Background Paper II for IERD Report #477 - Prospects for Developing Countries.

July 18, 1974 - 20 pages. E. Friedmann

This report discusses past trends in supply and

demand of energy; non-OPEC energy supply options for the

period up to 1985 including traditional (coal, oil, gas,

hydro) and non-traditional sources (oil shale, tar sands,

synthetic hydrocarbons, etc.); the petroleum potential of

oil importing LDCs; energy demand price and income elasticities;

fuel substitution and conservation possibilities; scenarios for

energy balances in 1980 and 1985 under various oil prices assump-

tions (from about $4 to $12 per barrel f.o.b. Persian Gulf).

The following two consultants' reports were prepared 
for the

Public Utilities Department under E. Friedmann's guidance:

Coal: State of the Art

April 1974 - 65 double-spaced pages plus h annexes.
Powell Duffryn Consultants, U.K.

Unedited final draft of an information paper reviewing the

state of knowledge on coal resources, production, consumption
and trade. It discusses major uses of coal, production methods

and costs, prices in different regions, prospects for increasing

supplies, coal gasification and liquefaction.

Dominant Issues on Nuclear Safety

March 1974 - 54 double-spaced pages.
Dr. A. Admantiades.

A background report prepared to support the conclusions

presented in the Board Paper "Nuclear Power: its significance

for the developing world" of April 19, 1974. Discusses routine

radioactive emissions, severe nuclear accidents, diversion of

nuclear materials, waste disposal, licensing and regulations.

Mainly addressed to the controversy on the safety of Light Water

Reactors. Contains extensive bibliography on subject.

UNDER PREPARATION:

Village Electrification

D. Anderson. In progress; due October 1974.

Copies of the Report prepared by the Universidad Jose Simeon

Canas "Electrification Rural" 'Vol. 1 - Vol. 1V are available

on loan from D. Anderson's office.
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POLICY/ISSUES PAPERS

The main policy and issues in Public Utilities are set out

in Operational Policy Memorandum No. 2.63, Public Utilities (March 1971,

8 pages) and in three Sector Working Papers (Water Supply & Sewerage,

Telecommunications, and Electric Power), available in printed form from

the Publications Department.

Water Supply and Sewerage Working Paper

October 1971 - 13 pages. (Available in translation - French and

Spanish.)

Telecommunications Sector Working Paper

November 1971 - 18 pages. (Available in translation - French and

Spanish.)

Electric Power Sector Working Paper

December 1971 - 17 pages. (Available in translation - French and

Spanish.)

"These papers describe the distinctive economic,

financial, and institutional characteristics of each

sector; outline the role played by each sector in the

general process of economic development; review the

scale and approach of World Bank operations in the

sector; and summarize the Bank's philosophy about how

its own operations, together with the activities of

other aid donors, can contribute to building up each

sector - physically, financially, and institutionally -
in its member countries."

Other Policy/Issues papers published by the Public Utilities
Department in 1974 are listed below.

PO1P74 Nuclear Power: Its Significance for the Developing World

Distributed to the Board for information April 19, 1974

(SecM7h-266) - 39 pages plus 5 annexes.
F.H. Howell and E. Friedmann.

"The report reviews recent trends in nuclear
power plant construction in the industrial and the
developing countries; evaluates the state of various
reactor technologies, operating experience and the
international supply capabilities; compares invest-
ment and operating costs of nuclear and conventional
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plant; reviews the nuclear fuel supply situation;
appraises the safety and environmental aspects;
and lists the preparations which are required in
developing countries (regulatory, training, etc.)
prior to the introduction of the new technology."

P01P74 Issues in Rural Electrification

Distributed for information only July 25 - 64 pages.
D. Anderson.

"After an introductory review of rural electri-
fication in developing countries, the report dis-
cusses three main topics: 1) The prospects for
successful investment in rural electrification;
2) Approaches towards investment as regards economic
justification, identification and preparation, finance,
technical problems, and institutional problems; and
3) Implications for Bank policy and procedures."

P03P74 Economic Evaluation of Public Utility Projects

Distributed to PRC for information only, July 24 -
19 pages. Public Utilities Department Staff.

"This paper discusses the significance of the
internal economic return (IER) calculation as
applied to investments in the public utility sectors
(Water Supply, Power, and Telecommunications). The
economic evaluation of public utility projects
involves consideration of three basic factors: the
demand forecast, selection of the least-cost method
of meeting the predicted rate of consumption, and
comparison of project costs and benefits. The paper
is intended to be explanatory rather than to raise
new conceptual ideas."

P01W74 Issues in Village Water Supply

Under preparation.
H. Shipman and J. Jennings.
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GUIDELINES SERIES

The Guidelines Series includes a variety of papers on

economic, financial and technical subjects. Some of them will result

from the natural sequence of PBP's innovative tasks - Research, Policy
Papers, Guidelines; others will result from PEP studies of operational

techniques, methods, or procedures; others will reflect changing Bank
practices in the utility sectors. Guideline papers are circulated in

draft to the Division Chiefs and a selected panel of staff in the

Regions and other Departments. Any disagreements of substance are
thoroughly discussed. For those Guidelines which prescribe actions,
procedures, or methods, staff are expected to observe the Guidelines
unless there are convincing reasons to support a departure.

GAS 1 WHO/IBRD Cooperative Program
May 1973 (reissued May 1974) - 4 pages plus annexes.
H. Shipman.

"The WHO/IBRD Cooperative Program in Water and Wastes

was formally established in October 1971. This note describes

the scope of work that may be executed under the Program
(principally sector studies) and the procedures to be followed
by WHO and by the various IBRD departments in connection with
the Program."

GAS 2 UNNDP/Special Interest Project Procedures: Water and Sewerage

August 1973 (reissued June 1974) - 5 pages.
H. Shipman.

"This note sets out briefly the procedures to be followed
on UNIP-financed studies in the water and waste disposal
sector for which WHO has been designated executing agency and
in which the Bank has expressed "special interest"."

GAS 3 Guidelines for Project Monitoring System for Public Utilities
Projects
November 8, 1973 - 2 pages plus annexes.
E. Friedmann, H. Shipman and J. Jennings.

"This paper introduces guidelines for a monitoring system
which should be applied in all Public Utilities projects.

The system provides for presentation in appraisal reports
of general indicators selected by the appraisal teams as being
representative of key factors in the success of the project and
the enterprise. Progress as measured by these indicators would
be checked during project execution, and reflected in super-
vision reports.

Two annexes list examples of indicators which may be
applicable in the Power and Water/Sewerage sectors. Suggested
indicators for Telecommunications will be issued later."
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GAS U Guideline' for Sector Work in the Water SuPPnT and Waste
Disposal Sector - November 9, 1973 - 18 pages plus annexes.
(Available in French translation; Spanish translation in progress.)
Public Utilities Department Staff.

"These guidelines suggest the means for acquiring the
information about the water supply and waste disposal sector

needed in order to prepare plans for its development.
Sector studies are primarily for the benefit of decision makers

at the national and local level, but they also benefit outside

agencies interested in efficient development of the sector.

To be effective, sector work must involve both appropriate

officials and the sector specialists in the country in question,
and be seen as part of a continuous process for building up
knowledge and improving decisions in the sector. Several

typical sector issues are discussed, along with a number of

practical considerations for organizing sector work. Detailed

planning of sector work is emphasized. Annexes provide, among
other things, checklists which help to assure that important
aspects are not overlooked."

GAS 5 Guidelines for Sector Work in the Power Sector - November 20,
1973 - 13 pages plus annexes. E. Friedmann and F.H. Howell
(Available in Draft French translation.)

"These guidelines suggest why studies of the power

sector in developing countries should be carried out, point
out that decisions affecting the sector's evolution reach

across the whole economy, and caution that mere inventory
of facilities does little to illuminate the problems and
prospects associated with the assurance of a long-term
dependable supply of power appropriate to the needs of the
country's development. A general approach is outlined,
supplemented by reminders of specific information sought.
The annexes are offered as Aides Memoire in this connection."

GAS 6 Guidelines for Estimating Costs of Tunnel Construction -
January 17, 1974 - 4 pages. F.H. Howell and R. Bloor (consultant).

"This paper deals with the problems of estimating costs
to execute underground works where uncertainties may be great.
It suggests areas to which special attention should be given,
and advocates the routine collection of data on costs as
experience is gained so that the basis for judging estimates
may be broadened."
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GAS 7 Telecommunications Handbook Part I: An Outline of
Telecommunications
March 1, 1974 - 6M pages.
Public Utilities Department Staff.

"Summarizes basic telecommunications technology
in simplified technical terms, concluding with a
shorter chapter on management of telecommumications
enterprises. It is designed to be a source of general
information about the nature and organization of tele-
communications, the physical and cost structures of
networks, and the basic engineering and management
functions of an operating authority."

GAS 8 Telecommunications Handbook Part II: Telecommunications
in Developing Countries
June 28, 1974 - 24 pages.
Public Utilites Department Staff.

"An attempt to relate the basic concepts of Part I
to the special problems of developing countries and will
be of particular assistance to new telecommunications
staff."

UNDER PREPARATION

Telecommunications Handbook Part III: Economic Issues
in Telecommunications
(Due by December 1974.)

Previously Written Paper which may be of interest:

Handbook for Appraisal
November 1970 - 27 pages. J. Jennings.

"Includes a Checklist designed to help plan and
organize the Work of Appraisal Missions., and an Outline
for Use in Preparation of Appraisal Reports."
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PUBLIC UTILITY NOTES

Public Utility Notes are information or 
"state of the art"

papers on utility sector related subjects. They are used to: provide

perspective on subjects of current interest (Petroleum Notes): disseminate

information on the operational significance of on-going research (Village

Electrification); explain the origin of current research and help retrieve

past work (Utility Pricing); summarize, for the benefit of a broad

audience, the contents of bulky research papers (Village 
Water Supply);

or draw attention to innovative operational work (Finland's Pollution

Control). These notes are issued under the sole responsibility of the

Public Utilities Department and do not represent 
statements of Bank

policy.

PUN 1 Petroleum Notes
January 24, 1973 - 19 pages. E. Friedmann

"The purpose of these Petroleum Notes is to 
provide some

basic information and understanding of the 
most important

factors related to the supply, demand, and pricing 
of this

commodity. They would serve as background to further notes

and guidelines aimed at improving energy-related sector

work. This would include, in due course, notes on Energy

and the Environment, Nuclear Power Technology and Economics,

Guidelines on Energy Aspects of Power System Planning, etc.

It is also hoped that the Notes may be of some interest for

country, transportation and industry economic work."

PUN 3 Generating Plant Reserve Margins

June 20, 1973 - 9 pages. T. Berrie

"This Note describes some practical approaches 
to

determining the amount of spare generating plant capacity

that should be planned for in order to achieve an optimum

standard of security for a particular electrical supply

system."

PUN h Standards of Urban Electricity Distribution

June 28, 1973 - 6 pages. T. Berrie

"This paper is topical in that it deals with some 
of the

newer emphasis in the Bank's operational work, e.g. empha-

sizing that part of the service nearest to the consumer

(distribution) as distinct from the more "traditional"

wholesale parts of the service (generation and distribution).

It also deals with that aspect of access to service 
which

considers trade-offs between the standard of existing service

and the expansion of access to service."
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PUN 5 Pricing in Power and Water Supply
July 1973 - 10 pages. T. Berrie

"This Note brings the reader up-to-date with respect
to Bank work in Public Utility Pricing, indicating what

lessons have been learned, what information is now avail-

able for operational use and what further work is being
done. It suggests that economic, social and fiscal aspects
of utility pricing be more systematically considered in all

phases of operational work."

PUN 6 The Appraisal of Village Electrification Projects

August 1973 - 7 pages. T. Berrie

"The object of this Note is to report on some of the

operational lessons and indicators which have emerged from

the Bank's research work on village electrification, mainly
in El Salvador. The topics covered include the criteria

for judging the merits of village electrification projects;

the measurements that must be made in order to assist
investment decisions; tariffs, finance and fiscal effects;

and income distributional aspects."

PUN 7 The Changing Energy Scene
December 1973 - 29 pages. E. Friedmann

"A discussion of the nature and causes of the energy

crisis of October 1973. A follow-up of PUN 1 "Petroleum

Notes" covering events up to December 1973."

Unedited DRAFT based on a Conference to Bank Staff.
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PUN 8 Finland's Water Pollution Control Program: The Role

of Economic Analysis

February 20, 1974 - 2h pages.
J. Warford and T. Pellegrini (IBRD), and A. Kneese

and K. Maler (consultants).

"This note is the report of a mission which examined

the role that economic analysis should play in the eval-

uation of a project designed to improve the quality of
Finland's lakes and rivers. The project, consisting of
the installation of effluent treatment works in industrial

plants, is part of the first nationwide environmental im-

provement Program with which the Bank has been involved,
and for this reason the report is circulated for the

general interest of staff meabers.

The paper contains some rather controversial recom-

mendations on such issues as the subsidization of pol-
luters, effluent charges versus standards, and the role
of benefit-cost analysis in pollution control. As in the

case of other notes, the report which was originally pre-

pared for the DFC's Division of EMENA, is not to be inter-

preted as a policy statement or as a working instruction.

In fact, it is to be sent to the Finnish authorities, the

final position to be taken by the Bank being the outcome

of the ensuing dialogue between us."

PUN 9 Water Desalination - February 20, 1974 - 11 pages. H. Shipman.
Also issued as a Board paper SecM74-6.

"Desalination is increasing in importance in areas of the
world where the need for domestic and industrial water approaches
or outstrips economically available fresh water supplies. At
present there are about 800 desalting plants in operation; they

produce an aggregate of 4 million m3 /d, equivalent to the daily

consumption of 20 to 30 million people. The paper reviews sal-
inity tolerance levels for various water uses, desalination tech-

nology, operation and maintenance problems, and the importance of

the cost of energy on overall production costs. Noting that de-

salination costs are 10 to 15 times greater than the cost of con-
ventional water production processes and that scientific break-

throughs to dramatically reduce costs are unlikely, it discusses

the prospects of effecting savings through dual purpose plants,
better plant utilization and economies of scale. Criteria for

evaluating desalting processes and comparing them with alternative
water supply projects are presented along with a guideline suggest-
ing that desalination may be a viable option if alternative fresh
water must be piped more than 200 km. Because of the high costs and
the large quantities required, the paper concludes that desalination
for irrigation is unlikely to prove economic except for a very
few specialized situations."
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PUN 10 Status and Outlook of Geothermal Energy
March 7, 1977 -35 pages. G. Coury (Consultant)

"This Note examines the values and prospects of geothermal

development: potential reserves, actual and planned installa-

tions, available cost data, technological constraints, research

needs and programs of national and international agencies,

including those of the UN Resources and Transport division.

It forms part of a series of papers reviewing the principal
sources of energy -- nuclear power and coal are next -- designed

to serve the needs of energy and power sector work and to be

used also as inputs to the work of the Energy Tabk Force.

It reproduces a report commissioned by the Department from Dr.

Glenn Coury in connection with last summer's utility staff

seminar on geothermal energy.

PUN 11 drban Water Supply and Sewerage Pricing
March 22, 1974 - 9 pages. J.J. Warford and R. Turvey

This note discusses the various objectives of pricing

policy as applied to urban water supply and sewerage.
Revenue-raising, equity, and adninistrative simplicity

are important criteria to use in evaluating pricing

policy, but the paper emphasizes an aspect that is
usually neglected, namely, the role of price as means
of influencing consumer behavior. The paper outlines
an approach to tariff policy that recognizes all four
objectives, and indicates the type of compromise that
often has to be made between them.

PUN 12 Lahore Water Supply - Tariff Study
August 7, 1974 - 19 pages. J.J. Warford and R. Turvey.

This note is the report of a mission which examined

Water Supply and Sewerage Pricing in Lahore, the intention

being to provide guidance on economic aspects of tariff

setting to the engineering and financial consultants hired

by the Lahore Water Supply Authorities. The report analyzes

the way in which marginal cost should be estimated, given

the reliance of Lahore upon ground water supplies, and
indicates the engineering and hydrological data that need
to be collected in order that this may be done. It then
discusses the implications for tariff policy of illustrative

estimates of marginal cost, special emphasis being placed
upon the metering dczision.
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EDI DOCUMENTS

Please note that in addition to the Department documents, the

following are available from recent EDI Seminars:

Water Supply Case Studies and Work Exercises:

Volume I -- pages 1-358

Volume II - pages 359-659

Edited by Lamson-Scribner and Burnett. 1973. Economic

Development Institute.

August 1974
PPeter
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FORM NO. 678 U
?3)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMNT

NTERCNATIONAL DEVELOPMENT ASSOCIATION

PLY REVIEW CO ITLL

PRC/s/M/74-lla

August 14, 1974

PRICING AND COST RECOVERY POLICIES FOR PUBLIC SECTOR PROJECTS

STAFF REVIEW - MINUTES

Attendance:
Messrs. van der Tak (Chairman), D. Anderson, Avramovic, Chandran, Chopra, J. R. Hansen,

Haq, E. K. Hawkins, Mrs. H. Hughes, Lerdau, Lowenstein, Montfort, Raizen, Ray,
T. B. Russell, E. Stern, Thalwitz, M. Wolf, Yenal, M. Miller (Acting Secretary)

1. A staff review of the "Pricing and Cost Recovery Policies for Public Sector
Projects" was held on Wednesday, July 31, 1974.

2. The Chairman explained that the paper should be regarded as an "issue paper"
rather than a "policy paper," and that its purpose was a limited one; namely, to clarify
the general principles which could guide staff in the preparation of sectoral guidelines
on pricing and cost recovery policies. He pointed out that the paper was one of many now
being prepared on related aspects such as "Economic Analysis of Projects," "Rate of Return
on Utilities Projects," "Rural Electrification" and "Village Water Supply.''

3. In the ensuing discussion it was generally agreed that the paper was com-
mendable as an exposition of the principles of pricing and cost recovery, but that the
recommendations as to which principles to apply and how to apply them did not adequately
recognize the difficulties in applying them. Reference was made to the lack of knowledge
regarding (i) elasticity of demand, (ii) the feasibility conditions for cross-subsidization
through price discrimination, and (iii) the full incidence of subsidies or taxes. It was
observed that advocacy of a cost pricing rule is not very helpful when there were so
many problems in determining what the short- and long-term marginal costs really were and
in estimating the effects of using it. Others drew attention to the need to consider the
feasibility of applying it under different institutional conditions.
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4. Another participant commented that deviations from- "efficiency pricing"
should not be treated as a guiding rule, especially where the objectives of building
viable institutions or better income distribution were also important objectives. Value
judgments had to be made in setting objectives and it was misleading to assume that the
market economy gave price signals which were reliable guides to investment policy.

5. In the discussion on follow-up, a basic question was posed regarding the
need for a paper of this generality on this topic. Before the task of revision was under-
taken, it was suggested that some projects be reviewed to assess what effects differences
in pricing and cost recovery policies might have in terms of extra workload and the
benefits attained. It might be found that it was not worth elaborating theoretically
attractive rules where there were sufficient data and conceptual problems to make the
intellectual refinement not too worthwhile. It was not clear that present practices in
project analysis were "off the (ideal) beam" to a degree which warranted further work on
this paper, especially when it was acknowledged that no one could determine quantitatively
what the correct beam was.

6. The Chairman said that the scope of this paper should remain a limited one,
viz., to clarify the general principles which could guide staff in the preparation of
sectoral guidelines on pricing and cost recovery; and the paper should be issued as such,
after appropriate revisions to clarify the points raised in the meeting.

Morris Miller
Acting Secretary

Policy Review Committee

cc: Those Attending
IBRD Department Directors
Chief Economists
Program Coordinators
Mr. Qureshi (IFC)
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