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The Green Book - Appraisd and Evaluation in Central
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THE GREEN BOOK Appraisal and Evauation in Central
Government,2003.1H.M.TreasuryGuidance
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Macro-Economic Evaluation of Transport Infrastructure
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Transport Investment Plan, The Federal Minister of
Transport,1992
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ASSESSING THEBENEFITSOFTRANSPORT,ECMT,2001

8%

ASSESSING THEBENEFITSOFTRANSPORT,ECMT,2001
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4%

2003 4 "The
Green Book Appraisadl and Evaluation in Centra Government, H.M. Treasury,

2003.1) 30

LONG-TERM DISCOUNT RATES

10 Where the appraisalofaproposaldependsmaterially upon the discounting ofeffects
in the very long term,
the received view is that a lower discount rate for the longer term (beyond 30 years)
should be useds

11 The main rationale for declining long-term discount rates results from uncertainty
about the future. This
uncertaintycanbeshowntocausedecliningdiscountratesovertime.?

12 In lightofthisevidence,itisrecommendedthatforcostsandbenefitsaccruing
more than 30 years into the

future,appraisersusethescheduleof discount rates provided in Table6.1below.

TABLE 6.1: THEDECLINING LONG TERM DISCOUNTRATE
Periodofyears 0-30 31-75 76-125 126-200 201-300 301+

Discount rate 3.5% 3.0% 2.5% 2.0% 1.5% 1.0%

60XERA(2002), ASocialTimePreferenceRateforUseinLong-TermDiscounting,areportforODPM,DfTandDefra
7 Weitzman(1998,2001), GammabDiscounting,AmericanEconomicReview,Vol91,Nol,andGollier(2002), TimeHorizon

andtheDiscountRate,IDEI,UniversityofToulouse,mimeo.

‘The Green Book Appraisa and Evaluation in Centra Government’ 2003.1 H.M. Treasury ; Annex 6
DiscountRateP98-99
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