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IN'JIIDW CTION 

~ he era of planned econotd.c: develop•nt vas ushered into 

the Indian national llfe in 1950 vi th the setting up of the 

Planning coamd.aalon. The tlrat •diua-terta 01 t1ve-Yfl8I plan 

waa put into operation f rora lat April, 1951. Since t hen the 

country has gone through rou r n. va-year plans, one rou r .. year 

pla.¢
1 ttuea one-year plana (1966-67, 1967-68 and 1968-69) and 

L2 
one \-~bat •ay be oalled a tvo-year plan. ~he sixtb !i'iv~ Year 

Plan (l98Q-85) 1a now underway. ~be country baa ij&lned 

conslderaole expertise over these paat three decades in 

ror~mlat1on or the maero.lavel str,atet:tle 8 or developunt and 

growth. Neverthelesa, the pace or econo:nc de.alepmant naa 

been DJch below the expectation or the pl.Bnners and the 

poll t1cl.ana, and, f\uthermOJe, there ts a grow1DG feelins 

among t he knot~ledgab le sections of the indian c0i!JIIun1 ty that 

~hatever fi &1.ns have been derived through planning have not t)een 

equitably dist:rluutecl aaaongst all sections or the population. 

In otheJ' voida xeall sation of t he bsala ob jectives of econ~.!lic 



p l ann1Db, via. ,ra~th and e quity, bas fall en short or 
e xpectation. 'f heze are sevoral xeasons f or this shortfall 

bUt U d s 1 s not tile proper pl~ee to d1 scuss all of them. 

One i :llpOitant u~ason with wnich we a.re diHJctly concormo 

i n t hi s study , 1 s t he ~~eueral we&Jinoss o f the mJ.cio-lave 1 

planning. '!his l e vel can be identified v1 th the plannina 

2 

or 1ndiv1aual oove l0p11ent pzoJects. (In the official parla nce 

p .tojecta are o f ten Jefeued to as sebetll&a). 

I n a vast count1y like Inct1a, rd.cro-level p l anning 

i nevi tat)l.y &eta d1ff.U&ed into a lal'ge nu etbei of organisations 

and adf.!linistJative sots-up like govern11e nt departments, 
. 

aiv1st.onnl and district-level bod1ae like develOpaent counci ls, 

' ' 1lla .. Pai1Shads" etc. It 1s at t hi s l evel that t here 1s the 

real and Ul i)ent need for !11~hly compet~nt am otf1ctent mothOtlS 

of plann1ne:, and well U.fl.ned pqb llc 1nvest:uent eli ter1a. our 

personal asaoc1ation w1 th the ovez-all plann1nt for soc1 o­

econoild.c dttvelop~~ent o f the State of Goa, l)rt:lan & Diu ot'a r 

t he laat one decade has vividly bz~ &ht hoaae the fact that 

110st of t h e c1evelopment depatt.:uents 8Hl ill-equipped t o unriaitnKe 

COillpe tent :4ie .ro-level plann1Dt. e :\ he 81 t.QatiOll in otho r p,:uts 

o f H1e count r y 1 s he lleved. t o be not much diffe.rent. ~·hn t 1 s 

wozse, a ve1y r:aval1e i att1 •ude towa xds micro- r l annints is 

L1 s ee zned in t he oeve l opaaant plAns. SCHIIlJ t imes p roje c ts are 

e op1od f r om o t her a ze <1 s 1.rtespecti ve o f e on s1derable d1 ffe r nnce s 



in U18 socio-economic and ~eo t,.ro-clJ.•tlc (~on.:1 tlons. No 

invest.ment ~r1.tez1a a ze. ti8nBZ&lly tollO\<taa. 

r:ut p.rojeets a1e the bu1ld1n;z-block.a o f inveatqnt for 

development plann1nt. witbou t efficient project planning, 

3 

the objectives of maezo develepaent planning cannot be realised 

t o a lazge extent. '!he intellectual coJillluni ty bas realised 

t.ne need fol a tll(:l;bly competent and efficient 11iezo..plann1n& 

and several etroxt s have 'been aade in t he Jecent past to evolve 

teehn1quea or corapotent llicro-plannlng especially with zefe.rence 

to tlle developints economies. Econ011le a ppraisal of projects, 

Ol focial CO st-.Jenefi t analysis Of project investment, is a 

most aign1f1eant development of the last one decade in tbls 

d1zeet1on. ~rho thxae uaejoi works v uicn have 8aimd international 

reeo£ni tion in this r1eld are the naethodologtes of econoalc 

a ppraisal o.r r~CBA. o f p .toJeets developed. bJ (1) Plof. I.M. D. 

Litt 1e and J .fl •• t.U.rilesa or R:nGland, (2) t ne tJNi r:-o, and (3} Lyn 

Squi.te and H. G. van del Tak. or the POild · ~an~3 Host ot the 

internati onal aid-&1 v1~ a bencles ( inelu ding U!S oodi as) hAve 

teen lately in:Aatin& on economic appraisal reports when plojact­

speo1 f1o f l nnnelal assis tance is required. However, 1n &naOJ 

or the ctevelop1Dt. countries, systautic ant1 full-scale use or 
pz oject a ppraisal techn1quea is not being aade. I n Inu1a, a 

sepa rate Pzojeet Apptaisal v1v1s1on (PA ) ba s been set up in 

t he Planning Co.a1ss1on (PC) a f ew yenzs back, wh1~h ta mostly 



concerned vt.th l.Rxse- seala pxojeeta fbz wb1eb aasiatance txOUI 

tne 1ntemat1onal boa1ea l e saagbt. However, ntll .. tiO&la u se 

of sn3dow pz1c1~ - an e.a•ntlal t nat.oxe or tho :7CDA - ls 

repol tadly not be1nu; done. SlMllllll'lY, plo ject appiai.Al h R s 

not so rar beoo. a :reaular teatule ()f the e1aro-plann1na 

proeeaa 1n aost ot the r; t ubus and oth.e :r lOt.,ar-l(rvel pl a nn1q 

boolea. 1o na tlon.al m: xe&lonal par-te:rs to be used ln 

p.roject apprdaal at the •1cuo-levels of' plttnn1na bave been 

deztvecl. 

~~ piP- sent s tud;r 1 s an att·eapt to aake an 1n-uepth 

analysts or tt1e theoretical undctl'p1ao1n& o~ the t h:ree !ISthodo­

lo tea of :.~cBA re re r xed to earlier w1th a v1ev to r 1&h-11ah t1Q& 

thai x oo•on a a well aa u1 st1nsu1ah1ng tea tu tea, and, 1\l I Ule r­

more, t.o deEIOiliittate thelx applleatlon t.o a 11ve I ru.tian pioject. 

~J e live-project ttlat. we na.a .$Sleeted a~ a domon.st ;;at1" caae 

Study 1 s t be 8Uf£8!C&n8 piOOUctlon ana proceaslll& piOje et Of' 00A. 

'.l nl• pl'ojeet d011b1nea the tam1~ &s well aa p.rocess1na 

optuatlona, anu appllcat1on o.f tne ttueo GCllA &Ht.boda to thla 

s1n le p.roject vlll t hU•J deaonstrate tholl' use 1n both a " x1.cultural 

a s well as lft<ita :lft:rlal project s. In the pz-oceaa ot pzact1cal 

appllcatl.on o .. the uthocs, eftn 1 !' bJ vay or rtemon stratlan, '"' 

uewlop &0111 1•poJ tant nattonol anci recional ptuaaeters roz use 

_t.n thl s c«'JUntry.L4 HopefUlly, tnl s 1tudy wlll prov1de the baalo 

.fr ame-work rcu deveJ op1Jli the techniques of econoale ap.pra1sal 



5 
or projects ln In<.; ian eondl ttons. ~etual e.xpezlence in their 

pzact1eal Bppl1cat1on o~er a taw ~ara will enable the eeono•1c­

ana]3sta t.o turttl8I ren.ne the para•tera anc sharpen other 

tools o f eeonomle anaqs1s. 

This study i s presented ln eight ch&ptezas 

!he !'lr st two chapter a deal vi ttl the theoretical aspect a 

ot econoaaic appraisal or projects. In t ile rtzst cnapte~ we 

nave preaentea the ~mzal outline or the theory or appzaiaal, 

wll1le the seconu ch~ptez deals witn the speclflc theories or 
the three leaeiint •thodologiea of ~3CBA, v1~ . the L.t.t, tne 

uuno an(~ the s-r ( '-/0114 Bank) DJthoda. Various torna~lae 

enunela ted by ttte au tn01 s or the ttuee ae thodolot~;ies to~ 

dez1wat1on of 1apottant pazaaeteza to1 ll4i8 1n proj ect appraisal 

axe discus~d. A c011parative analysis or t he theozetleal bases 

of the three aethot.ta is also presented in detail in this chapter. 

~'! 1h1Id chapter deals w1 th the llatheaatlcal derivation 

o r the national anrJ regional 0 1 project-speo1t1e para.ters 

on the basta or t be &11atlable Indian data. 'l'hl s chapter 

prssenta the baste f ra•voJk raeceaaary for econoza1c a npralsal 

or project a 1n I na tan eonrd. t1ona. 

"l he tOlUth chap ter pzeaents VB I 1ous data1l s .of the &Q ga~­

eane pzoau ct1on and p IOcesatng pl oJeet o r Goa. ~ he soc1o-eeono~1c 
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cond1tlon~ ln which t he project 1s set a re discussed. ~he 

est11lates of plodUctlon of .sUg&Icane in Goa and iapolt of canl 

fl am the ne1anbouz1ng state of Katnataka are also piesented. 

A t.eneral 1nt.roauet1on to the sugar factory ( tiw p .zoces81Jli 

unit ) 1s given. ,-:hls chaptez bns two appendices. 'llle flrst 

appendix deal~ wlth the auvey or .sta~azcana .faz11s fzom which 

we eulled out the data on various tactozs affecting cultivation 

or augazcane 1n Goa. 1he second appendix preaent s ln n&Jt-shell 

the tinanelal posi tlon of the sugar taetozy. 

In the .t1fth chapter we present the c~l1E! Ic1al app xalaal 

(at aarket prl~a) cr the pzo.1ect. While t hl s ls important 

f 1om the point o·r v1ev of the owner s or the su tiRI rae t ory and 

the sugarcane razmexs, 1t 1 a also an essential p :t el1m1nary 

step rot econos1c appralnl oz :;cnA. An lmpo 2 tant conti1but1on 

of thl s chapter ls collation or data needed to ~t up the 

annual atate11ent or costa and benen. ta o r 511tareans production 

ann sugar raetory•s OJ'8 I&t1on. he result s or cor.ne rc1n l 

a r prai sal hlghl1t:ht the failure of the project as a coaa!•.tc!1al 

ventuxe. 

In tne alxth chapter we atte111pt the appll ,!&tton or the 

ttaee ~~e t bodol~iea or .. >CUA to ou1 case study project. The 

1'18t1r,;nal anct leb1onal pa.rR•te.zs (ba8fld on Incllan data) derived 

in Cbaptez III are used 1n thls chapter. S.raU~l'_ly the snt.aal 
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statements or co sts and bene f1 1. s to1 the .ftuming and f actory 

operations presented 1ri Gbapte t V a1e u sed As bn.si s fOI shadow 

pxieing 1n thi u chapter. ner1 ,,at1 r'n or social costs aoo social 

bena f i t s 1.s diacu ssed. :t.e.wlt.s or economic a ppxa1sal or the 

p1oject ande r th~ Uuee • thod s aze also presented. 

'Hle l ast two chapters are 1n the ~ture t>f eonelud1ng 

chapte rs of the s tudy. I n chapter seven, wo h Rva an: ·lysed 

t he various rea sons fox di!f'tuencftB tl.rat in the corJJ·wz c1n l 

vezsus social results and t h en 8ftlo~ U1e r ··: ~lts of' the t hree 

:·}c ;3A raetnous. 'Jhe data problems likely to be faced by an:v 

economic analyst it& Inola ate h1t£,bll~hted arui n 1\lv su u~est1ons 

to illpiove t he da t a base axo aade. Aaainst the back.~round of 

the 111Jil tat1ons or the data, the validity of n..~t1onnl and 

Ie&1onal psra•texs de.rlved by u s and ased in thl .s study is 

eli tically examined. 'Ihls chaptex also deals W1 th two 

anal ogou s i ssues, via. sensitivity analyst s ana 8 .1L b unal1 t l oa. 

~;ens1tiv1ty o f the proJect& social results 1 :-1 e xalllinad in 

relation t o two or 1 ~ s !lOs t 1mpor tant vaxiable a, i.e. supply 

of local cane toi ciushin~ in the proce ssina unlt, and sala 

pr ice of su gar. I pact or the sodezn technology expected to be 

u sed 1n cu lt1vatl on of sugalr.Htne on the tzad1 t1onal crop or 
(!oa (paddy ls evaluated aa an e .A tel'nality or the p roject. 

'he l Ast chapte r (et~ht) deals with t ; .f\tno t 1on1ng of 

t he ca se- s t udy project. Fli st we have annly iitd the 1m;)ortant 

r ea son s fo! 1 ts fa1luze f zom the trad1 t1 onal f1nanclal accounting 

ant; l e anrl t &lon d1 setu••d some o f t he policy 1aapl1ca t1on s to liA.Ke 

tt n comme r cially viab l e project. 
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1. '1 be Fifth Five Yea.1 Plan {1974-79) was out ahort by 

one yeaz by tile Janata Goveznaaent wtll.ch c8118 to power in 1977, 

and hence the Fifth ?lan v1ztua111 becQII&e a foul-year plan. 

2. 'Jhe Janata sovexnment introduced 8 new five-1ear plan 

(1978-83), but the sam was :~lved by the COngiea• (I ) 

goverMEtnt which zega1D&d. powe1 early 1n 1980, el:ll hence this 

plan had a ron o f only two 1&8ra. He have, thereto1e, called. 

Ulis a tvo-Jear plan. 

3. Since t~e or1~1nal work of Litt le lk- 11riJ.e ;~s ( ·1anual or 

! ndu .·.t i lal Project Analy sla 1n Davelop1nt. count 11es, 1068) ~as 

sponsoJ:ed by the OZCD ( OI&an1sat1on fol ~u ropeen coope ration 

and Development, Pa.rls), thelz JIOtllod .,as earlier referred to 

aa O:ICD aaetbod. However, the authors independently pabl18hed 

in 1974 a more develOped t reatise on the subject (Project 

Appretsal and Pl ann1n& roz D~velop1nG counti1ea), and hence 

we rorer to thsix work as l.:-1 method .rather than 0E8D. 

4. Det~·1led der1vat1ona of these para•teza, based on 

I ndian data, al'e biven 1n Cbaptez III. 


