
864 / Curriculum and Case Notes

USING THE KALDOR-HICKS TABLEAU FORMAT FOR COST-BENEFIT ANALYSIS 
AND POLICY EVALUATION 

Kerry Krutilla

Abstract 

This note describes the Kaldor-Hicks (KH) tableau format as a framework for dis-
tributional accounting in cost-benefit analysis and policy evaluation. The KH
tableau format can serve as a heuristic aid for teaching microeconomics-based
policy analysis, and offer insight to policy analysts and decisionmakers beyond
conventional efficiency analysis. © 2005 by the Association for Public Policy
Analysis and Management

INTRODUCTION

This note introduces the Kaldor-Hicks tableau format as an aid for learning, teach-
ing, and practicing microeconomics-based policy analysis. A Kaldor-Hicks tableau
disaggregates the benefits and costs of a project or policy among stakeholders, and
records all between-stakeholder financial transfers. The result is a complete, trans-
parent, and conceptually consistent accounting framework at a chosen level of
stakeholder representation. In providing a more complete representation of stake-
holder impacts than more aggregate efficiency analysis, the Kaldor-Hicks tableau
offers insights about the potential political ramifications of a project or policy, as
well as a better understanding of its economic effects. This additional knowledge
can increase the insight of students, teachers, analysts, and practitioners alike,
thereby improving the quality of policy analysis. 

Although the basic idea behind the Kaldor-Hicks (KH) tableau format is quite
simple, the format is not commonly used in conventional cost-benefit studies, or
policy analyses, conducted in the United States.1 Even studies with some degree of
distributional disaggregation typically represent a part—usually a small part—of
the accounting picture represented in a completely specified KH tableau. Consis-
tent with this state of the practice, standard texts in the fields of microeconomics,
cost-benefit analysis, and policy analysis do not emphasize the KH tableau format,
for example, Adler and Posner (2001), Boardman, Greenberg, Vining, and Weimer
(2000), Gramlich (1997), Pindyck and Rubinfeld (2005), Schofield (1998), and
Weimer and Vining (1998). An exception is the World Bank’s Handbook on Eco-
nomic Analysis of Investment Operations (World Bank, 1996). The thrust of this
work, with its focus on distributional accounting, is quite consistent with the
themes developed in this article.

The objective of this note is to introduce the KH tableau display format to an
audience of students, teachers, analysts, and practitioners who, like me, may not
have encountered the concept in the course of their academic training or practice.

1 I have coined the term “Kaldor-Hicks tableau” for presenting the concept to students in cost-benefit
classes. The terminology acknowledges the two pioneers whose aggregational assumption provides the
standard metric for microeconomics-based policy analysis. 
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The next section begins to illustrate the KH tableau format using some simple con-
ceptual applications. Conceptual Kaldor-Hicks tableaus profile a project or policy’s
fundamental economic structure, and identify affected stakeholders and the cate-
gories of impacts they will experience. In the following section, a simple numerical
case study is used to further illustrate the KH tableau format. The subsequent sec-
tion will elaborate upon some policy implications, applications, and extensions.
The final section of the article will offer concluding remarks. 

THE KH TABLEAU FORMAT

To illustrate the basic idea behind a KH tableau, consider an archetypal public proj-
ect in which labor, L, is hired to produce some public good, Q, linked through a pro-
duction function Q � f(L). Assuming this project is too small to have significant
repercussions in related markets, the standard task of cost-benefit analysis is to
determine the economic value of the output, the opportunity cost of labor, compare
the two, and then recommend a project go-ahead if the benefits of the output
exceed its labor opportunity cost. This kind of comparison deemphasizes the dis-
tributional impact of the benefits and costs, and ignores any financial transfers
associated with the project—which will net to zero in the efficiency analysis under
the standard Kaldor-Hicks aggregation procedure. 

In contrast, a KH tableau will reveal the complete distributional picture. As
shown in Table 1, benefits, B, represent the economic value of the output, W is the
project’s financing charge, and OC denotes the opportunity cost of worker time.
Each column in Table 1 shows the distributional effect of the project’s impacts on
each of the project’s stakeholders—here aggregated as “Project Beneficiaries,”
“Agencies Administering the Project,” and “Labor.” Summing down each column
yields entries in the bottom row of the tableau showing the net effect of the project
on each stakeholder. On the other hand, each row denotes a benefit, cost, or trans-
fer category. Summing across columns yields a final net column whose entries indi-
cate the net efficiency impact of each row. 

Using the KH tableau in Table 1, one can determine the project’s overall net
efficiency effect in two ways. First, the conventional efficiency analysis, which
compares benefits against costs, shows up in the final net column on the right-
hand side of the tableau. Summing the cell entries in the final net-effects column
yields the grand net effect, B–OC. This approach typifies the standard focus in
most conventional project appraisals, and in many cost-benefit texts. Of course,
this default sometimes gets modified to allow for the project’s impacts on differ-
ent income classes, and/or governmental revenue. In such cases, however, the

Table 1. Kaldor-Hicks tableau of archetypal public project.

Stakeholders in Accounting Domain

Agencies 
Project Administering 

Beneficiaries the Project Labor Net

Benefit B B
Financing charge –W W 0
Cost –OC –OC
Net B –W W–OC B–OC
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representation is selective, and supplemental to the basic input-output valuation.
In contrast, the Kaldor-Hicks tableau is comprehensive. The columns to the left
of the final net-effects column show a complete dissaggregation of the project’s
benefits and costs among stakeholders, plus a complete representation of the
financial exchanges among them. A consequence in the present case is that the
KH tableau embodies both a fiscal impact analysis (in the column for “Agencies
Administering the Project”) and the conventional efficiency evaluation (final
right-hand column). A greater level of stakeholder disaggregation could be cho-
sen to illustrate the project’s effects on different income classes, or to show intra-
governmental revenue and cost impacts on different agencies when more than
one agency is involved in the project’s financing or administration. 

The net-efficiency effect of the project can also be found by horizontally summing
the stakeholder net effects in the bottom row of the Tableau to yield the net B–OC
sum in the bottom row’s rightmost cell entry. This approach is the algorithmic
embodiment of the Kaldor-Hicks criterion, in which a project’s net effect is deter-
mined by summing its net impact on all stakeholders. In contrast to the first method,
the focus in this case is on the sum of the project’s net distributional effects.

The second method is the standard approach used in microeconomics texts to
illustrate the efficiency effects of governmental policy in markets, as well as the effi-
ciency effects of monopoly, externalities, and other market distortions. To see how
a KH tableau can be used in this context, consider a KH tableau of the economic
effects associated with a common market distortion: the imposition of a commod-
ity tax. Figure 1 indicates supply and demand curves for the market in which the

Figure 1. Impact of commodity tax.
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tax is imposed. Q0 and P0 are the before-tax output and price levels, respectively; t
is the commodity tax level, Q1 is the after-tax output level, and Pd and Ps are the
post-tax demand and supply prices, respectively, with Pd � Ps � t. Table 2 shows
the KH tableau corresponding to Figure 1. For expositional convenience, this KH
tableau identifies two output ranges: 0–Q1, and Q1–Q0. Resources and output are
not changing in the 0–Q1 range; hence, only price effects are possible there. The
Q1–Q0 range involves resource and output movement; thus, this is the zone where
the policy’s efficiency effect materializes. 

As commonly described in microeconomics textbooks,2 the deadweight cost of
the tax –(C�D) is the sum of the consumer and producer surplus losses [–(A�C) and
–(B�D), respectively], less the gain in tax revenue (A�B). Table 2 shows these mag-
nitudes to be the bottom-row entries in the KH tableau. 

The standard input-output valuation of conventional benefit-cost analysis will again
show up in the right-most column of the KH tableau. In Table 2, this column indicates
that the value of lost output (Q1–Q0) is –(C�D�E), while the value of the resource sav-
ings associated with the output reduction is �E. The sum of these two gives the net
efficiency cost that would be identified in a conventional project appraisal: –(C�D). Of
course, this net effect is consistent with the sum of producer and consumer surplus
losses and tax revenue gains using the standard microeconomics analysis—as well as
just the sum of producer and consumer surplus losses on the Q1–Q0 range.

Why this dichotomous emphasis in the analysis of efficiency in microeconomics
and benefit-cost texts—the former focusing more on the sum of stakeholder net
effects, the latter emphasizing to a greater degree the input-output valuation—is
puzzling. But the KH tableau accounting in Table 2 incorporates both approaches
as its boundary row and column, providing a more complete picture, and better
intuition, than either of the usual methods used alone. Indeed, I would argue that
a student who cannot describe the economic effects illustrated in Table 2 cannot
fully understand the economic consequences of commodity taxation. In the past
eight years, I have had more than 300 master-level students entering my cost-benefit
classes with a standard intermediate microeconomics course as background. It is a
rare student who, at the start of the course, is able to convincingly explain the full
effects of a commodity tax, as illustrated in Table 2. 

Before closing this section, it is worth discussing two design issues associated
with KH tableau construction—specifically, the level of aggregation, and the estab-
lishment of a project’s accounting boundary. The level of aggregation selected for
the KH tableau involves both conceptual and empirical issues. Some degree of
aggregation can be justified on conceptual grounds—it makes sense, for example,

2 See, for example, Pindyck and Rubinfeld (2005), Chapter 9. 

Table 2. Kaldor-Hicks tableau of commodity tax.

Consumers Producers Tax Payers Net

Q1–Q0 range
Benefit –(C�D�E) –(C�D�E)
Revenue (D�E) –(D�E) 0
Resource costs E E

0–Q1 range
Tax effect –A –B (A+B) 0

Net –(A�C) –(B�D) (A�B) –(C�D)
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to aggregate similarly affected individuals into one representative impacted class.
It also makes sense to exclude stakeholders who a project will only marginally
affect. For example, under the default pricing assumption—that market prices
equal relevant opportunity costs—the labor wage bill, W, would equal, or nearly
equal (allowing for the possibility of some infra-marginal rent), the opportunity
cost, OC, implying that the project’s net effect on workers, W–OC, is zero—or close
to zero. In this limiting case, not much information is lost—and therefore, not
much bias is introduced—by excluding workers from the tableau and using wages
to represent labor opportunity costs (see Table 3).

On the other hand, there could be a significant economic surplus associated with
labor, with W–OC � 0 if, for example, the project’s labor is drawn from an unem-
ployed pool with low time opportunity costs. With W–OC � 0, workers would be
measurably impacted by the project, and should be represented in the tableau—as
originally depicted in Table 1. 

In addition to these kinds of conceptual issues, informational constraints will
always come into play in actual empirical applications. Lack of information will
ultimately limit the degree to which stakeholders can be separately identified and
represented within the KH tableau framework. 

The project’s accounting boundary is another issue that will affect the representa-
tional scheme of a particular KH tableau. In Table 1, project beneficiaries, workers, and
the governmental agencies involved in the project are all identified stakeholders. This
representation implies that each of these groups is situated within the project’s account-
ing boundary. Suppose the project in question is local, that the governmental agencies
involved in the project are not local, and that the funds are specifically earmarked for
this particular project; thus, increase the locality’s funding above the no-project base-
line by the amount W. Under these assumptions, the KH tableau representation in
Table 4 would depict the local accounting reality. In this tableau, a party within the

Table 3. Kaldor-Hicks tableau of archetypal public project; labor opportunity cost equals
wage bill.

Stakeholders in Accounting Domain

Project Agencies 
Beneficiaries Administering the Project Net

Benefit B B
Cost –W –W
Net B –W B–W

Table 4. Kaldor-Hicks tableau of archetypal public project evaluated from a local perspective.

Stakeholders in Accounting Domain

Project Beneficiaries Labor Net

Benefit B B
Financing charge W W
Cost –OC –OC
Net B W–OC B�W–OC
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domain receives the transfer, but no party within the accounting domain loses it. Thus,
the project’s net benefit becomes B+W–OC, reflecting the fact that the financing is now
a local windfall. In this case, the standard input-output valuation would have to add the
financial transfer effect to accurately depict the project’s net benefits. 

Since a project’s accounting boundary has political and philosophic implications
(Howe, 1986), it may be useful to evaluate a project using a number of accounting
boundaries. The KH tableau format is ideally suited for these kinds of extensions.

A SIMPLE CASE APPLICATION 

We now turn to a simple numerical case to further illustrate the applicability of the
KH tableau format, and to highlight some basic points underlying KH tableau con-
struction. Imagine a fictitious state in which three pulp mills discharge untreated
effluent into a river.3 This pollution loading increases the water treatment costs of
a municipally run drinking water plant further downstream (located in “City Z”),
and lowers streamside property values for area residents. A court has ordered the
state to reduce untreated pollution at the plant by an aggregate amount of X tons,
but has given the state the flexibility to implement the order by whatever means it
chooses. The state is considering three alternatives to carry out the order. The first
is a mandate to each pulp mill to reduce their pollution loading by X/3 tons. The
second is to impose a pollution discharge tax. An analyst estimates that the effluent
tax will cause two of the plants to reduce pollution discharges completely, thereby
avoiding pollution tax payments, while the third will continue to pollute at its orig-
inal level and pay the pollution charge. The sum of these responses will achieve the
aggregate pollution control required. Finally, the state is considering a third alter-
native, which goes beyond the mandate: building a new treatment plant that will
process all pulp-mill effluent. The prospect of receiving a federal grant that would
partially defray the plant’s cost has caused the state to consider this option. In this
alternative, the pulp mills would be assessed a pollution treatment surcharge to
help finance plant construction. 

The conventional task for the analysis is to determine which alternative yields the
highest Net Present Value (NPV). It is actually not prudent to begin this task by
attempting to construct Kaldor-Hicks tableaus for each of the alternatives. The rel-
ative complexity of the distributional picture can obscure fundamental economic
relationships. Rather, it makes sense to start with the conventional CBA approach.
That is, to express the production-function relationship by itemizing the inputs and
outputs of the project, and then attempting to value them. 

Itemizing the inputs and outputs reveals the pattern of resource and output vari-
ation among the three options (Table 5), while valuing the inputs and outputs using
economic data provided for the analysis gives the conventional project evaluation
(Table 6). This evaluation shows that Option 2, the imposition of the effluent dis-
charge taxes, yields the highest NPV. However, according to a budget analyst,
Option 3 would also increase the state’s receipt of federal effluent treatment grants
by $.50 million above baseline funding levels. The receipt of these additional grant
monies (not shown in Table 6) would be sufficient to tip the calculus in favor of the
third alternative—assuming the evaluation is from the state, rather than the federal,
accounting perspective. 

3 This example adapts a case study authored by a colleague of mine, Dr. Neal Johnson. I am indebted to
him for sharing this case material.
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The benefit of the conventional CBA approach illustrated in Tables 5 and 6 is its
sharp focus on core resource tradeoffs, and the resulting net economic effect of the
project alternatives. One can see that the key efficiency issue is whether reducing
drinking water treatment costs provides greater benefits than the associated cost of
shifting pollution control responsibility to pulp mills (Alternatives 1 and 2) or to a
new treatment facility (Alternative 3). The environmental value associated with the
shift—the qualitative improvement in property adjacent to cleaner streams—is also
included in the analysis. One can see that the benefits of the trade-off are not worth
the costs for Alternative 1, but that for Alternative 2, which yields the same level of
benefits as Alternative 1, the benefits do exceed the costs. This outcome reflects the
fact that the pollution tax cost-effectively distributes control responsibility among
pulp mills. The benefits of the new treatment plant also exceed its resource costs
(Alternative 3), but not by as much as using an effluent tax to reduce pollution dis-
charges from the pulp mills themselves (Alternative 2). Again, though, the receipt of

Table 5. Inputs and outputs of project alternatives.

Alternative 1 Alternative 2 Alternative 3

Effluent Reduction Effluent Discharge New Effluent 
Mandate Tax Treatment Facility

Outputs Qualitative improvement Qualitative improvement Qualitative improvement 
of streamside property of streamside property of streamside property

Decreased input for Decreased input for Decreased input for 
drinking water treatment drinking water treatment drinking water treatment

Variable Waste water treatment Waste water treatment Operating input of waste 
inputs input at pulp mills input at pulp mills water treatment plant

Fixed input Land, labor, materials

Table 6. Benefits and costs of project alternatives (present value $ millions).

Alternative 1 Alternative 2 Alternative 3 

Effluent Reduction Effluent New Effluent 
Mandate Discharge Tax Treatment Facility

Benefits
Increased property value 0.50 0.50 1.00
H2O treatment savings 1.50 1.50 2.50

Variable costs
Waste water treatment –2.30 –1.30 –1.00

Fixed costs
Land –0.50
Labor –0.25
Capital –1.50

Net –0.30 0.70 0.25



Curriculum and Case Notes / 871

the financial transfer from outside the accounting domain counterbalances this dis-
parity, rendering the third alternative the option with the highest NPV from a local
accounting perspective.

The cost of this conventional form of efficiency analysis is the complete disguise
of the distributional picture. Disaggregating the benefits and costs and adding the
financial transfers allows the construction of KH tableaus for each alternative
(Tables 7–9). One can see that the distributional effect differs substantially among
the alternatives, and becomes more complex going from the first to the third. The
incidence of costs and expenditures on pulp mills is an important distinction among
alternatives, as well as the fiscal impact on the state government. The third pulp mill,
for which pollution control is relatively costly, is most negatively impacted in the
first alternative—where it faces a mandate to reduce pollution. It does better in the
second and third alternatives, because the financial charges associated with these

Table 7. Kaldor-Hicks tableau for alternative 1: Effluent reduction mandate (present value 
$ millions).

Streamside Pulp Pulp Pulp 
Residents Mill 1 Mill 2 Mill 3 City Z Net

Benefits
Increased property 

value 0.50 0.50
Drinking water 

Treatment cost saving 1.50 1.50
Costs

Waste water 
Treatment –0.40 –0.40 –1.50 –2.30

Net 0.50 –0.40 –0.40 –1.50 1.50 –0.30

Table 8. Kaldor-Hicks tableau for alternative 2: Pollution discharge tax (present value 
$ millions).

Streamside Pulp Pulp Pulp State
Residents Mills 1 Mill 2 Mill 3 City Z Government Net

Benefits
Increased 

property 
value 0.50 0.50

Drinking 
water 
treatment 
cost saving 1.50 1.50

Transfers
Pollution tax –0.40 0.40 0.00
Wages

Costs
Waste water 

treatment –0.65 –0.65 –1.30
Net 0.50 –0.65 –0.65 –0.40 1.50 0.40 0.70
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options are less than the pollution control costs incurred in the first alternative. The
first and second pulp mills are most negatively impacted in the second alternative,
which redistributes greater pollution control responsibility to them. 

The state is most advantaged in the second alternative; it receives pollution tax
revenue without incurring any cost (see Table 8). The first alternative does not fis-
cally impact the state, but the third has a net negative fiscal effect, since the levied
finance charges and the receipt of out-of-state grant monies do not cover all outlays
(see Table 9). 

Streamside residents, who benefit from higher water quality, and the residents of
City Z, who benefit from lower drinking water costs, are the clear project winners.
They benefit in all alternatives, but most in the third, which reduces the most pol-
lution. Labor will also benefit in the third alternative from the input demand asso-
ciated with new facility construction.

IMPLICATIONS AND EXTENSIONS 

The use of Kaldor-Hicks tableaus is obviously compatible with conventional input-
output valuations emphasized in traditional benefit-cost analyses. As we have seen,
the conventional efficiency analysis is embedded within the KH tableau format and,
in fact, provides a good starting point for KH tableau construction. The question,
then, is whether the incremental benefits of the expanded KH tableau framework is

Table 9. Kaldor-Hicks tableau for alternative 3: New treatment plant (present value 
$ millions).

Streamside Pulp Pulp Pulp Construction State 
Residents Mills 1 Mill 2 Mill 3 City Z Labor Government Net

Benefits
Increased 

property 
value 1.00 1.00

Drinking 
water 
treatment 
cost saving 2.50 2.50

Transfers
Pollution 

treatment 
surcharge –0.40 –0.40 –0.40 1.20 0.00

Wages to 
construction 
labor 0.40 –0.40 0.00

Sewage 
treatment 
grant 0.50 0.50

Costs
Operational 

sewage 
treatment 
costs –1.00 –1.00

Land –0.50 –0.50
Labor –0.25 –0.25
Capital –1.50 –1.50

Net 1.00 –0.40 –0.40 –0.40 2.50 0.15 –1.70 0.75
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worth its costs. In some cases, the parsimony of the input-output valuation might
be appealing or the distributional effect of the project might not be significant
enough, or relevant enough for the decisionmaking, to be worth revealing, or the
additional information needed might be difficult enough to obtain to make expand-
ing the accounting framework problematic. But as a default, I would agree with the
point of view expressed in World Bank (1996) that a distributional accounting of
project effects is a desirable analytic objective. And the incremental cost to produce
the more complete accounting may well be relatively low, particularly for a rela-
tively modest degree of stakeholder disaggregation, as illustrated in Tables 7–9.4

Beyond greater clarity and transparency of a project’s overall economic effects are
several other reasons to recommend the KH tableau framework. The first is that the
framework can be useful for understanding the political ramifications of a particu-
lar project or policy. In this context, conventional analysts, as advocates for eco-
nomic efficiency, might be the only observers involved in the project’s assessment
who will focus on the right-most column of the Kaldor-Hicks tableau, or the sum of
the net effects in the tableau’s bottom row. Every other stakeholder is likely to see
the project’s impact through the lens of his/her own particular column. Given this
reality, it should not be surprising that the actual outcome of the political process,
based on a distillation of stakeholder effects aggregated through a political, rather
than economic system, will often differ from the recommended alternative in an
efficiency-oriented benefit-cost analysis.5

We can use the KH tableaus in Tables 7–9 to consider the possible political impli-
cations of the project alternatives. We would expect streamside residents and citi-
zens of City Z to lobby most for the third alternative, which yields the greatest envi-
ronmental benefits. Construction workers would also favor the third option, as
would efficiency-oriented analysts with a local accounting perspective. Given the
incidence of the financial and cost impacts on the pulp mills illustrated, the third
option would probably be a weakly dominant strategy in a political game among
them, since it is better than the worst option for any of the pulp mills and the same
as the next-best alternative for all of them. To the extent that they notice, however,
other residents in the state might well object to the diversion of state funds into this
particular project.6 Indeed, the relative benefit of the third option for the pulp mills
crucially reflects its distribution of financing to other residents in the state and
nation. Were the state to raise the local financing charge at all, the pulp mills would
diverge in their favored options, given the differential impacts of the first and sec-
ond alternatives on relatively low- and high-cost pulp mills. 

Such distributional issues can shape the way political actors or analysts perceive
the analysis itself. An interesting illustration is found in Boardman, Vining, and
Waters (1993). The authors define three perspectives that inform the analytic
framework of bureaucratic agents who have some stake in the analysis of public
projects. Using their terminology, “analysts” are agents who exhibit the conven-
tional efficiency perspective. They would focus on the boundary rows and columns
in the KH tableau. “Guardians,” in our example, would be state budget officials
who would tend to judge the project through the lens of its fiscal impact. They

4 As noted, informational constraints will ultimately establish a point where the cost of additional stake-
holder disaggregation is not worth its benefit. The question really is whether some level of stakeholder
disaggregation should be attempted, and reflected within the KH tableau format. 
5 See Shepsle and Weingast (1984) for a classic analysis of this dichotomy.
6 We could incorporate other state residents explicitly into the analysis to more fully assess the project’s
implications for them, as well as indicate informational constraints for different stakeholders, and the
way impacts are concentrated or diffused among them, to more fully decipher the political implications. 
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would likely support the second alternative. “Spenders” are bureaucrats with a
vested interest in project promotion, and in the constituencies who support public
projects. They ignore project opportunity costs while focusing on conventionally
measured benefits plus the pecuniary transfers constituent supporters receive
(while counting pecuniary transfers constituents pay out as costs). In our context,
Spenders would likely support the third option—not only for its larger benefits but
also because of its perceived employment impact and otherwise larger resource
opportunity costs. In the spender’s accounting, resource opportunity costs are
ignored as costs but are associated with factor payments to input suppliers—for
example, wage payments for construction labor—which they count as benefits.

By fully revealing the project’s distributional effect, a KH tableau can be used to
identify transfer schemes to alter the project’s distributional impact. In particular,
it might be used to modify the pay-off structure of an economically efficient project
that, in its original conception, was not politically acceptable. With the project los-
ers identified, a compensation scheme could be added to a modified project pro-
posal. Used in this way, the KH format could offer a useful aid for helping to rec-
oncile economic efficiency with political acceptability.

Another potential use of the KH format is to assess the credibility of assumptions
underlying a project or program’s assumed social production function. Many proj-
ects or programs depend on some form of voluntary participation—for example,
programs to encourage recycling, immunization, adult literacy, or worker training.
Assumed participation rates are a key variable driving the level of net economic ben-
efits of such programs. In developing countries, project implementation can also
depend on the predicted behavior of key stakeholders. Implementation failure in
developing countries may sometimes occur because the behavioral predictions made
about stakeholders do not hold up in fact. In showing the distributional pattern of
stakeholder impacts, a KH format can be used to judge the credibility of assump-
tions about stakeholder participation. For example, if stakeholders who are assumed
to be voluntary participants emerge as losers in the KH tableau, their assumed par-
ticipation reveals a contradiction between the actual economic incentives they face
and the assumptions of the analysis. In this case, the KH tableau format could be
used to redesign the project payoffs to assure that stakeholder incentives are con-
gruent with the project appraiser’s expectations of stakeholder behavior. 

CONCLUSION

The KH tableau format can serve a number of useful purposes in the field of policy
analysis. Its key benefit is to provide a complete representation of stakeholder
effects within a conceptually consistent accounting framework at a chosen level of
stakeholder representation. The KH tableau format underlies the two conventional
analytic approaches used to measure economic efficiency, and subsumes them both
within a comprehensive and conceptually consistent social accounting. 

Such a framework can provide intuition about the effects of policies, projects, and
programs, which should prove useful to students learning microeconomics, benefit-
cost analysis, and policy analysis. By providing a more complete accounting frame-
work than found in conventional efficiency analyses, the KH tableau format can also
offer insight to policy analysts and decisionmakers.

Project appraisals that identify a project’s winners and losers can help project
designers craft compensation schemes to increase the political acceptability of eco-
nomically efficient projects. Similarly, an analysis that identifies a project’s distrib-
utional effects can improve a decisionmaker’s understanding of a project’s likely
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implementation prospects, and suggest ways to modify stakeholder pay-offs for bet-
ter project performance. The comprehensive accounting framework embodied
within the KH tableau is ideally suited to provide the distributional information
needed for making these kinds of project modifications.
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