
A COSiT BENEFIT ANALYSIS OF THE LDTC'S ASSISTANCE FUND 

Lesotho Distance Teaching Centre 
Maser'u, Lesotho 

5 July 1985 



ACKNOWLEDGEMENTS 

Our thinks to all from the Lesotho Distance Teaching Centre who 
worked hard on the collection and analysis of cost-benefit data 
for this study: Lipholo Makhetha, Pholonngoe Moleko, Mathato 
Khitsane, J . B K. Maime, 1,inda Ziegahn, MaI ineo Sakoane, Joe 
Mohajane, Ts i ta Senoko, Faku Ntoampe, Dick Betz, Sechaba 
Seutloali, and Mahlul i Nngadi. 

Thanks also to Gwen Eng from USAID/Washington for her consultancy
with the LDTC. We hope that the knowledge gained during this 
workshop will be useful to all Centre programmes. 



I. INTRODIUCTION 

A. Overview of the Assistance Fund 

The Assistance Fund is 
 a component of U.S. for
the Agency

International Development 
 Structuring 
 Nn form EducationResources Proj c,'t which is being implemelited by the Lesotho
Distance Teach n,; Centre (LDTC). This began late 1079project in 

and is scheduled to 
 end in April 1986. 

The Assistance Fun d is intended to benfit rural people byproviding t hem with educational and financial assistance forvarious income generat ing and educational activities. The LDTCconceptually views the Assistanc,. Fund as a resource bank wherebyrequesting and needy groups can apply for and receive help In 
such areas as: 

1. Training Assistance - practical and immediately usable 
needs based training; . Materi al s Deve I opment Assistance - adaptb e to specific 
situations, usable with little or no prior training;

3. Communications Assistance - development and
implementation of mass media campaigns, production and 
broadcast of radio programmes;

4. Evaluation Assistance - baseline surveys, formative and
summative evaluations, and of onsharing information 
development activities; and,


5. Financial Assistance -- loans for income generating

activities and grants 
for educational activities.
 

The project is designed to utilize the particular skills that
nonformal education institution 

a 
like the Lesotho DistanceTeaching Centre bring to thecan bear on development process. Theproject is based on the recognition that an integrated approachto development is most effective. This means working in concertand not in competition with the numerous organizations providingassistance at the village level by providing a forum or network

for channelling assistance 
to communities. To date this has been
done through numerous training of 
trainers workshops run by the
LDTC for national organizations in such areas as community needsassessment and goal setting, programme planning, identifying
community resources, group dynamics, 
 leadership skills, simple
fiscal management, and business skills. In addition, this
networking is being supplemented by the recently developed LDTC
Training of Trainers Model (TTM) which strengthens the skills of
district extension 
 workers and other community leaders in
identifying community needs well
as 
 as designing and implementing

more effective training programmes. With increased income
generation skills 
and with better dissemination skills 
in their
particular content areas, e::tension workers 
together with the
 



educational and finnn ia1 inputs provided by the L)TC are able toprovide meaningful help in an ever in'rensing number of vi IIage
based development act ivities. 

The first ITC Assistnnc, Fund loan wuq awarded in July 1,982.
As a result of the nat ion:al Training ot Trainers workshops andthe district training sessions for extension workers andcommunity lenders, the LITC is presently working with over '0different vii lage based lincome generuting activities. Thisrepresents approximately M :00,OO in Assistance Fund loans.(Some of these groups have only received the approval of the lUlTCScreening Committee. The concurrence of the Assistance FundManagement Subuommit ri,, is needed before lonn funds can be 
u ;sbursedl, 

H4. Rnt ionale for Cost Bline'fit Analysis ol' the Assistance Fund 

As a direct result of a conference held in April 1985 inWash ing toi, . C. for norrformal educat ion planners and
practitioners including those from the Lesotho Distance TeachingCentre tLDTC), it was decided to invite Ms. Gwen Eng, aneducational economist working with tISAID/ Washington, to conduct a two and a half week workshop in late June and early July 19115 
at the L.ItTC on cost b nefit analysis. 

It is tel t by the LDTC that administrators of revol ving loanfunds programmes I ike the LDTC Assistance Fund need tocontin ua ly assess and, in some cases, make hard decisionsregarding the long term viability of such programmes. Thisespecially important given the 
is 

tremendous number of assumptions
and scarity or" facts that surround the concepts of revolving loanfunds anud in rome general ion. In t imes of great l5 restrirt edgovernmental or pri vato funds for new ventures, such programmesare fens ill only if tli, benefits derived from the investment are
greater than tihe investment itself. Stated in other words .- "Istie ll)TC Assistance Fund a worthwhile invest ,men oft funds?'' 

To answer this qu.st ion an analysis of all costs (costs to theussisted groups and to the LDTC) as compared to all benefits ofwhatever nature to the groups, to the LDTC, and to society as a

whot was undertaken.
 

The steps that the workshop participants used in the cost benefit 
analysis were as fullows: 
1. Define the project and specify the aims of the analysis.
2. Identify the main cost components. 
3. Value and adjust project costs. 
4. Summarize and analyze project costs.
 
5. Specify intended project outcomes such as educational, skills 

application, etc.
 
6. Value and adjust project benefits.
 
7. Uelate 
project costs to benefits.
 
8. Interpret the results of the data. 
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The first step 
in the cost henefit analysis was to define the
 
project and specify the aims of 
the analysis. In the 
 large
workshop 	group, 
 a number of questions 
r lated to the Assis tnce
Fund were posed 
which the 	cost benefit analysis was intended to
 
answer. They were:
 
1. How many Assista0nce Fund groups can the LDTC effectively 

han dl e? 
2. Who should manage 
the bnking aspects of the Assistance Fund
 

- the LI)TC or a 
financial 	lending institution?
 
3. At 
 what rate oft interest should the Assistance Fund money be 

[o'nt -4% per year (which is the current rate), 10% per
var, OIr 12 por yen '? 

4. Which income 9,ntrating activity 
is most productive for the 
groups I r (hicken o'I iavity, sma11 ci ickenige 
activity, 	knitting activity, 
or sewing 	activity?


5. 	Is the I)'T( Assistance Fund cost ben,''icat for the groups, for 
the 1.1DTC, and for society as a whole?
 

After several days o introduction and practice with the concepts
associated with (cost bonefit analysis, the workshop parLticipants

were divided iotno snaller work groups 
to undertake tasks related 
to cost benefit steps 2, 3, 4, 5, 6, and 7. Different groups

looked at LIDTC 
Assistance Fund development and operating costs,

Assistance 
Fund group costs, or Assistance Fund group 
 benefits.
The following pages represent the summary of 
 their work and
 
find in gs.
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II. 
 DATA SOURCES AND CONSTIRAINTS
 

LDTC 
 was the main sour-ce of data for this study, Developmnt

costs related to 
 the Assistance Fund were calculated 
proportion o total 

us a 
UISAII) funds runtriited undier the Stru( turin!Nonformal 
 Education Re:sources Project Appropir iate proport ions.
 

were determined by IDTC management. staff. 
 , imiltrily, operuatingcosts of the Assistance Fund were caleulatetd in most cases as aproportion of 
 !OT ' s actual annual opraL t i tig ,xpand i tI i-,s.
Details of these 
 assampt ions are, given in the Append i x.lInf rmat ion on As'is 'taice Fund (AF") grotp costs and betn Ii I w ts
drawn from prim:ry data an iidividual grups )'ollrted by l,['l''s

hesearch & Eval
I uation and Service Agency se-c ions. 

As is commolIl y lerase when eoni , anI valysis of nan fa i'malvducat ion pl i rami es arr e u a de i a ken , a n t er ot ('anbe tont r itsregarding av ailble data were enuantrat red. Onea of the mrosat commloiniprobls)
esec auntered 
 most bteefit 

of a represettat i y 


i a cost ana lysis is tte abst eacu 
cnto i-a Igroup. No control datla has beencol lected 
 for the Ass is ancce Fund groups. It is, thereforre,
impossihle 
 to de ra nst rate with ci:rtainitv that lil benefits 

e t o AFl ( ipaat l.rihutvd ticipants in this analysis 
 ar e a (irct.
result o the A;'sist ance Fund intirven t is .
 To determine this,

income vnrnings of a ,roup of non p lt icipants with ducnt ional
alldi t ;o o c'a mi(e )at: kgruunds si l ari: to t .hoseof the AF group
members wand II aiso need to be monitored. It was there fareiecessary t(o rel y on 
 available batsteline data to determine

incremntal hen cfi t.btr" iii t he projec t . Whi e no formal basel inedata ain group incoine was collcted beror the prorject, a numberof groups were tnt trvivwed by IITC .a 'Ifshor-tly after assistance

coinmenced . AlIl res;poin ses to LDTC que.st ions about groupt earnings
before th,' project .uggtsL.(d that AV pr ,ipa wet-i- not previouslyeaiiiing as aI grttip. Ir was assumed for iurposes o'f this analysis

t hat AF 
 g rtis ' pre iI (',ict ciar i go wiiwart- zvr(iaa dil at Ia income

tearned alter nissistnte 
 , was i tarincmentalincom ,
 

AF g{roup cos ts anid iI(,t'i 1t; wet- prai !( tpd 'lrom l e t. cost s n dbenefit 
 data that was col lected F I) t offor o the 30 current
 g roups. In this :sam) o fa'10 , h e e I nwg num bers and types ofactivities 
 were exam ined: poultry product ion receiving small
loans (loss than M5,O0) , 4; poultry produ(t 
 lion receiving Inltgeloans (greater than mi},(no0), 3; knittig, 2; 
 sawing, 1. Often,
information regrtding theianit price of nt triils and fre-iquency­of purchase or transport at ion costs related to the activity werenot available. Figures ol total earn ings fr)m sal as 
and frequency
of sales were 
 also not available. 
 In the case of one small
poultry, one kniItinrg, and one sewing p roup, -it. wa possible to
gather this informnation through 
infornal interviews. Far the most
 
part, it was necessary to make project ions 
about groups' annual
operating costs 
and expected benefits. 
 These assumptions were
made on the hasis of the best 
possible information concerning

actual prices 
 of production inputs 
and outputs as well as the
work habits of individual groups. LDTC 
is currently in the
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process oft co Ileclinrg mfo re comlIete0 dotni on group costs aridbenefits, so it will he possible to test the validity of thh-
HSSuMptions made at this early st ge lat or in the project. Thiswill be particularly critical for the Iarge poultry groups which,
at the t ime of the stldy, had not commenced produrtion.
 

One final data constraint must be noted. To date, the Ll)TC has
approved AF loins to some 30 groups. Of these 30 groups, 24 fallunder one theseof four categories of activities: large poultry,
smul poultry, knitting, and 
 sewing. '[he i'emaining six are'ngaged 
 in a vari ety of activities including piggpe rios, dair yopvrntions, anid ti e & dye. In the of'forL. to cr-eate a,simoplified
model of examining the Assistarice F"und, only the most typicalic i vi i s wer' -X11linrd. For ofearch thiese four typiculactivities, 
 an ;v,.rage 
 of group costs arid henefi ts was
 c alculat d. ThoughI total group costs ani benefi ts are based on
the actual number of IF- groups existing between l9Hql2/:iJ i theandpresenit , th e G atypiIal groups havet bten recatego-izcd underr (ireof the four typical groups. The one 
existing piggery group 
 has
heen ovaluit .d bv LI)TC arid shown t o h it t. ivy ly unp roductive. 
Not consider'ing the 
 pioblm of this part iciular group in tie o vera aInalysis of AF custs ar b t' fits inay tend to overstate
the berefits. Yet, given 
the past exper ience 
with this piggery,

it is not likely thai thli IDTC will encourage similar activities 
in the future. 
 Dairy may prove product ivie arid lore groups mayrequest loans to start this 
type iii activity in the future. To

date, only one loan 
for dairy has been approved and the group hasnot yet begun product ion. It is too early to assess if dairy
operations will evolv e into a "Lypical" AF activity. If, in thefuture, it does, the curr-ent analysis will need to be updated. Atpresent, however-, the four typical activities examined here seem an accurate r'epresentt ion of the majority of AF" groups. 
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111. ASSISTANCEr FUND COSTS AND BENEFITS 

In this worlkohop, Assistance 
 Fund costs and benefits were

examined from the following three perspectives: society us i

whole; the 
 Lesotho Distance Teaching Centre, 
 the implementing

institution; 
 and, the mnemubers of As'istrni-e Fund groups. Many
analyses of this 
 type concern themselves with 
 only the 
impleme.nting institution's perspective. Though this; pe rspective
of project costs and b efi ts is impur-tant for a project 's 
ult imlat10 a sinig e per.spertive ur111not1 addel ss al tihe 

e suceoss , of 

strategic qiest ions 
 p lanners and pr':ct itionr ar , likely toencl ounlte.*N For" examll e, ml~laagetrs or imlel[ c nl/ ng ins
i ir t i tultions 
wi l need to inow if their project wil 1 look like a good use of'

rp'solroes to(Igove rnmet o icin:is w4h( Imiv a Ilocate funids to0 tIhe 
programme. Governnen t 
 offici 
ls, wi t.h the beslt in. erest ofsociety as1 n whole in mind, will want to know which ofl he many
projee s 1Lnmpet ing for limsited resources wi II prove the best
ilvestrLent 
 from the b roader ptrlspoc tive of society. From this
perspective, 
 all economic costs and benefits associLted with aproject must be con sidered, not only thostc co.;ts and benefit;s
perceived by the imp[lementing agency. Similarly, p:oject plaln ers
and implementers considermust whether 
or not the activities
 
undertaken 
 ill make economic sense t the target grulp; they are 
W11enided tI serve. 

The L TC Assistance Fund, 
 like many other 11(l11'ornal education
 
programs, provides 
management 
and skills training that is aimed
 
at increasing income 
 for- the target groups. In most cases,increased investment physical
in inputs must accompany the
training itf 
the full benefit of new skills is to 
 be realized
 
through increased 
income. Nonformal education programmes almost
always boar the cost of 
training, but 
rarlIy provide the needed
 
physical inputs tree of 
 charge. Increased prioduct ion costs

r'sulting from improved techniques acquired through training

alnost 
 always become the burden of participant: who themselves 
al ready ra(0 severe1. Ye financial con ;tr ints. II' credit to purchase

input: is gneral1 y unavailable, the cost orU production arte
 
prohibitively high, and probb ility
the of real benefits tenuous,
a proju:l tM t. looks good on paper is nlot lik.ely to f1ourish in
pract,ice. For this r'easonl, ample time 
mus b'o spont identifying

both direct and opportunity costs AF
to group mlelbers as well as
 
the likely b nefits.
 

The following prrugraphs summarize the approach used 
 ill

calculating costs and benefits for society, the LDTC, and AF
 
groups. A detailed description 
 or Lho assumptions and
calculations made under ench perspective 
is given in the Appendix.
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A. Costs and Benefits From A. F. Groups' Porspect. ive 

As noted in the previous cleter, the totnI AP" group costs are a sum of the appropriate number of I ypical group costs in a given 
p ,;ject year. Table I of the Appendix lists the sample of 10 Al'groups on which 
average "typical" group costs and benefits arebased, and Table 2 summarixes assumpt ions about annual growth incumulative numbers and types of AF groups. It is assumed thattotal number of AF loans will .jow to 40 by the end 

the 
of 19H5/H6.

Based on current proportions, uf the total of 40 groups, thefollowing distribution among the 4 typical types of groups can heexpected: 10 large poultry, 20 small poultry, 6 knitt ing, and 4sewing. LlI'IC statff col leted detailed primary datu on actual andexpected costs for the 
10 sample groups listed in Table 1 of the
Appendix. 
Thes e data ha lp d formulate assunpt ions abouit average

annual cost by typo of group. The maii cost categories ident i fiedfor nI 
group ty pes were: equipment , faci liti.ies, llaterials andsupplies iincluding maintenance costs), opportunity costs of 
labour, and interest payment;s on loans. 

Through speci fic assumpt ioiis are given for each group in tieAppendix, groups' opportunity costs of labour require a fewgeneral comments. Oppc. tunity cost of labour is a measure of theincome that group members are giving up to participate in A.F.income genrating activities. Because members of poultryart ivit ies must be involved in feeding, c l lecting eggs, andcleaning the chicken houses daily, it is assumed that there is anopportunity cost for these participants. Interviews with poultry
group members revealed that during harvest and hoeing seasons,
they were giving up time spent in the fields to work on thepoultry activity and, as a result, their yields were lower. It was concluded that, for poultry groups, 
 there were indeed
opportunity costs during harvest and hoeing, or during
approximately 50% of the participants' time. Opportunity costsof labour for large poultry groups are considerably higher than
those fo smul] poultry groups. In the small poultry groups,
members have organized themselves into 
 teams so, though thechickens 
 are cared t'for (rch day, individual members work on i
rotating s,:h,,dule. In large poultry is
groups, each member 

assumed t o work on 1 he act.livi ly appro ximat ely 
four hours eachday. For roth large and small poultry groups participants' time
has valued at M2 per daty. This assumption is based on previous
monthly estimates of personal income of M60 for A.F. groupmembers. etailed descriptions of assumptions about poul trygroups' opportunity and other rusts can be found in Tables 3 and 
4 of the Aplndix. 

No opportunity 
 costs of labour were calculated for theknitting and sewing groups. 
 Discussions with sample knitting andsewing groups revealed that memb2rs were leaving these activities 
to work in the fields during the peak agricultural seasons.
Therefore, 
 given the current levels of production and the nature
of the activity (i.e., unlike poultry, the activity can be

for many days without 

left
 
irreversible negative consequences), it is
reasonable at this time 
 to assume these groups have no
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opp ortunity costs. 
se9w ing 

Io t i,s OF assumpt ions )out knitting andgr oups' c,0 t are given iniTables 5 ind 6 oI" lhe Appendix. 

Tho ugh from soc-iet y' s perspect ive, interest 
 payments are
 
Ion ideret 
 d ai tr illS payme" Frolmll:ont. gro uiip Wi thinI the ec(:9onlomy
to aniot her, they are considered a cost Fromq the A.F. grnups'
perspectiv iti 
 re included as it
an 1em 
in total group costs.
 

As is the case with co sts, there art' some basic differences 
 ill
the calcuiat ion of hentfits 1o poq ltry versus knitting nind sewinggroups. 
 For all groups, it 
is assu te d that A.F. group members
wi i ,cont in e r civing the b nefits from I,iITC training andFinanci al a.s sistanc:e for a period of 1o years arter initial
co'nt act C ompat edlt :heo assuipt i ons9; of ie n
Ii let iir iic t.eilsed
 o n i Iigs romolII10 iV u; ed in OcO iC an a10 lyses or o 09191 cat
for mra I 
 ion
 
Il ogrum)
s , 9 h) ; h' el'it s tr 011,1s do n)t s' m uliiir'09tI inSOinble. I t is
Fluirth,-er 1901:;iiiil thit tlhe re is a lli' year Ing bet weenltl. receipt off
tih' loian a ndl I.) LW I ti in .gand the leal i::alt o of incllnremll talh n,)fits h. ac
Tis Ico0unts 
 for the Pim' involved 
 iln act il 1y
turch sin ol , , ldiinmaterials iith 
loan Funds and gelting tie
ac'tivt /y .star'ted.
 

One main c'onstrl aint 
 to good economicc analysis 
 or nun forma
Il
"'dllcntiou pr1'ogrammes is the difficultty 
encountered in quantifying

the, many int nyi) It' hb ne i I. of such progr-iniles. In this,11al ,s is, 
 the tangible benln 
 'it of ii.ct'ruased 
 iti itgs was
accoii -ted F11or From the sale' of items produced under the
activity, 
 tWe, were able to pro~jett tihese benefits for' all four
 group t. 
 b',oteMo.r specifical ly, 
 in the case of both lurge and
sinai ] poulty loups, income was
ry 
 ea rne9,d frioin the sale of 
eggs and
chickens. 
 In add ition to 
increaised eailrninrgs, 
 two less tangiblebenefits were q1 1a .ified: incr'eased household savings 
from tie
us)' of miianl*.,,Int and bookkeeping ski IIs nt home, and health
bene f its from1 in c rea'e09.d consump t ion of eggs among gr'oup
participantl s 
 and their families, letails of Ihose calculations
 
ac ompany fables A1 and d1 in 
 the Appe."ndix.
 

In) additi ol to lMcomtj) rec ,, ,d fr'r L, tile sale of I islioesh oe
d resses05, schilol Illi 
 to 1inrs nll school .jer'seOys, beuie 1"i IS from
increlased househ"I d .savings wIre 
also calculited for 
tile knitting
and sewing groups. 
 The health benefiIs 
 were obviously not
3plol'Oprilte 
 for kni tinrg 
and, sew-inhg grf(lip.. Assuiinptions about.these benefits 
are at tached to Tables 5 1nd 61 of 
the Appendix.
 

As is oft'ten lthe case 
w ith no form l Chhi,: tion prograrmmes, the
Iheifits quant,i fied in thiis study prohablv under'est imate actual
benef'its to 
group members and 
their connunities. 
 Benefits

improved group 

from
 
decision making procedures, knowledge about creditand increlseid self confidence nire likely to be great, 
but. are not
 

easily qua 
ti'ied. They are, however, likely to have a positive
I lphit on girouI members- and communi t i es 
nid must not be forgot ten
in the final evaluation 
of the programme.
 

Table 
 7 in the Appendix summnrises total 
group costs by project
year and by 
type of activity, and in 
addition, gives cost/benefit
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rt tl i s fCr ,,ach of the four acl. ivit ies. 

l. Costs and Hen,,l its from I LDTC's Perspect, ive 

As noted ear I i or, LIDTC ' s Assist anc Fund reluated costs are 
clIculated ns a proport ion of IDTC's total costs. Two main
 
categories 
 of" costs were examined: development costs and 
operating cost s. Dovelopmcnt costs are comprised of all
 
expenditures attributed 
 to the design and planning of the
 
Assistance Fund. '[ho e costs incltde con'ultonts, expaLriate
advisors, staff training, special planning and dus ign
colfereinces, as weI I us I riaport, mIateria s, andi suppl ies ania 
some proport ion of LDTC's total equipment and facility costs. it 
is assumed that these co: ts are t'ixed and wil end when the USAII
St ructuri ng Nonformal Ellcation lieources project ends in April
198I6. In the 
y inrs Ito come, the costs of 'li A.F. programme will 
he equivoln t to operat ing costs. 

Operat ing costs are delined as thos, 
expndi tores reqirid'cl to
keep the AF running from day 
to day. For purposes of this study,
these costs have been broItkeI down into tihe fol lowing three 
categories: 
 training costs, mlanagemell a t costs and other 
instIi onal costs. Operat ing coals were broken down into the
catcgories of t raining a01d manlgemnent in an ffiort to examine the 
burden of the banking aspects of the Assistance Fund on LIITC. 
'Irainiigl osts measure tie proport ioin of ID°IC fund resources 
allocated I t raining AF groups and, recent ly, extension agents.
Managements crsts rpresil t the proport ion of resources allocated 
to approval and monitoring of loans as well as col lection of loan 
repayment. A summ;iary of both LDTC's development and operating
costs and assumptions made in their calculation is given in Table 
H of the Appendix. 

I t should be nut ed here that t he lilnttor of calc:ulating v:osl s on a
single project are, in general , t roib [ esome for nion fornial
 
education programs, and in the calculat ion of Assistance Fund 
program costs, IDTC was no exCept ion. As is typical in nonformal 
educati nloproglrams, LIITC rel ources ti ,l ivided among many diverse 
act i., i t ies. I, f'ore tLhis analysis, t here were no accounts
 
indicat in g lhe level of funds allna t 
 d specifieally to the
 
Assistanice Fund. The 
reader should tlhere tore, be caution1ed that
ID'fC dcevelopment and operating costs reftlet the best judgement
of LDTC management about the proportion of resources used by tLhe
 
Ass istance Fund.
 

'lohI 9 ill the Apondix summarizes AIF costs nnd benefits from 
L,[TC' s p-rspectiv.. Total IDTC csts include the following:
development costs and opierating costs and a percentage default on
 
loans and repayment of interest. In the final comparison of LDTC 
costs ond b:nerfits, two dif 'orent assumplt. ions about the default 
rate on loans and three different assumptions about the interest
rMte on AF lonns were considerd. For dcfaults on loans, an 
optimal scenario which assumes a 0% default is considered along
with the more realistic assumption of 20%. As LDTC is concerned 
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about~it th toprI intersto
nppr11 int 0 
 t chari
rat t oI ge AFI grtoups , cost 
and I eninefits to: LDT'C when the currentt simpleraised From the curr ent rnIe of interest islevel of 4%1 p.nl. to 10% p.n. anld 12%p.m1. 
w rOe ex in ii id.e Rieve nue' fr'omil inttee . t by prOject youiir lor t h10se 
It er t. a'ttesiva r is anIsos mmalrllied:i in lab UJ. 

Benefits from LlI'C:s perspective art total group benefits less
 
the production costslborn by groups. Because product ion cosLs
contribute significantly to the level of benefits achieved, it is 
inappropritei , to assume thla t total group' benefiLs are the resu11t. 
of IDTC training and fitanncial assistance alone. It is more 
realis ic to equale L11'C benefI'its to atll group benefits less 
group product ion cst s . Intforattt ion on benefits of the 
Assista nce Fttd is W tliteItod in Table 9 of Ihe Appendix. 

C. (or s and tenelit s From Society's lerspctive 

The compar ison or" As a; s tce , und costs and benefits Fron 
s tety's perspi t tcive a:titempts to lswetr the broader quest iot of 
whet o r or not t h proc,| t contr'ibut i n inc reastd ,onctt 1m1ic 
welfarI'e in leso tho. This broader pers;pec t ive requires examinin g
all of the costs ttd betn efits presented thus Fur. St joiet. y's
costs, thortore , itnclutide LI)TC's development and opO r0tilng costs 
an1d the' groups' total 'prodltcJon c-osts;, including opportt iLty
costs ot lalot'. Cetain items Lh tto w r ntsiered costs froti 
eilher the p , t i v, iv f LDTIC or Assistance Fund groups are not 
considered c'os s t'rom society's pt'rspec+tive. The defauit on 
loans, ile con+ ib ,roid a cost fo liTCI would front a btoder 
Po'nomic .r.I:pvc t iye be considered a transfer payment frot LDTCt 

o thiv As:;I s I ltnce Ftld g{roups. Similarly, inturest patyn

vtiewed a: i 'ost by Asststatnce fund groups, 

ts,
 
would be cons idered a 

ltanster tsNm'nt tft'im t.he groups t o LDTIC. In both cases, 
r:u.;ources ar, not beintg used up o productively engaged from the
econofmy's V t'aP t, rit bit a re merely changing hands within the 

o rn y. 

I tititt t F"01 a ri;,wt 'a. erspect. ive itte exattly t ie ;lne' IS From 
the group's; l ic; t iv,_0. 'labl e, 10 of the Aplp~endix summarizes
 
costs alld h,00I, ts fro'm1al t he socialI potrspp t ix.
 

''o cost bW 'tMi itt ios ore cal nlte d for the social]
rspeclt i v.: atoe inc ludes LITC 's deve I lptnrttt costs wi Lh 

apera tati g :0:: t'; :ilt group costs and the o t. iohr excludes
development costs. Table 10 shows the cost'l/ben fi r aLio when 
deve loptment osts art inlr Iuded to he only sligbhtly less L.hait 

.01. WhnI I cV.v'elpo em,.p! costs are excluded the cost./bene it. rtLtio
titi :. asOs t o a ros pic a.;tble rate of 1 . 14. This is an interest ing
omparion bc usu it i I lustratet t s he fact that the des ign atnd 

Ilatnnin g of NFE pro rn s are a relatively costly undertakings.
If this Ihase of thl project is drone welI 1 , however, and l. he 
pro.jeoct in rp' i i tLpd alsewhere or it cont inues to operute after
Ithe dve lopnent l lItis. 11n1d donor nss istitoe ceases, the progrtam

becomes quite viable from ant economic perspective. 
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[V. CONCLUSIONS
 

In thi,; section the 
 aialys is of Ass istnncp i'unrd cost s and
 
benefits is rel ted to 
the questions raised in Section 
1. What
follows is a brief discussion of each of these questions sand the
 
conclusions that can be drawn from the exami nation of project 
costs and benefits. 

A%. H1ow many .;sistance Fund Groups 
ran the [DTC effectively 
hard 1 e? 

Available data 
 on IUTC opprat ig 'cost.s were not adequate to
 
answer this question. In this 
analysis, we did originally
lit temp t " took at p rogirali costs and ) IIe* ihits under two 
alteernat ive as a;llltt iasaS ;uott growth in nuntmber' of Assist onue 
loans. Upon Ic liser examiniatiton, it ia('('1" clear lint assulnpl 

Fund 
ions
 

about the definition or the pro.ject would have 
 to he quite

diiffereit to .; tI is tar torily answer this quesation. We assurmed the 
projec:t iif! was in omt t1/i4 to 19815/H1, the period of time
 
correspondinrg to 
USAII funding for tih Struiuring Nl Isoures 
projec:.t. lihe most drama tic growth ill the number of AF groups has

been irr this current and final iproj ect year, wlth the numiibeor
 
growing from 17 groups 
 in l184/t85 to 30 groups thus tar ill
 
I 005,H6% 

The getneral feel ring in LIT(C is that 410 groups is the upper limit 
of what LITC 'an effectively handlc, and usedthi; was the number 

in calculat ing 
 costs and beneti ts for 19=ti/flU. It proved
impossible toi atnto nauierical value to the burdena on LDTC of

expairding to 50 or 60 groups in 19H5/H6 arid subsequent years.
The impact on total t,'TC costs of any level of increase in LUTC 
operating costs ini tihe final project year (195136) would beminimai. Ihe leal burden wouId only becoie apparent ova r time as 
hITC at trmpt ed to effect i;ly train 50 or more groups and monitor

50 or more I ,arm on a reg ular basis. While it would seem that
 
tii(: quality of 
lDl'rC s tiaining and mnangement would suffer if the
 
total nuoimber oi groups assisted at any on time inireeased beyonu

-10, we cannot support this observation with t 
 data analyzed iin
 
this studty.
 

B. Who should mnan g, the banking aspects of the Assistanre
 
Fund - the Li)TC or a financial ltending institution ?
 

Table 8 in In AIppendix, which summari:es
the LIiC's developmnt and
 
ot,,rat ircg costs, shows that LITC's costs of" managing the
 
Assistanrce: funrird hiave , to date, not been prohibii e, rind iii fact 
have decreased steadi iy from 1982/83 to present. In 1912/83 loan
 
minaagement costs were 22. 6% of total operating crsts and by
195/816 had decreased to 15.0%'. Though some increased

eftficiencies in Ioan mnnagement have been achi eved (e.g. in the 
loan approval process) , the decrease in the proportion of
 resorurces nllocated thisto 
 task con also be viewed as the result
 
of LD'TC's Service Agency staff needing 
to concentrate on training

when cornf'ronted 
 with the rapid growth in new AF groups. This
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wod support. t oert ae under the previous qu s tionil
thIla t is/- A"K~4 	 LOTC pWdbab 1y' reachiingn•~> .K'0-'uipper I ini t of ' thle 
of groups iat effectively 

now ti 	 number 
nan handle. 

G ivenr 'tile reIa t ive Ily Ilow 	 propor tion o f res ou rces devoted'Lto AV 
loan management in 
Lhe 	 past aind pauc ntyof traditional credit
institutions in Lesotho thatc ould take over thle administration 

'of the loan component of the program, it seems sensible that this 
function remainue basi , etIot est rates ono.Ilo L.is were
raised, turning ovr- the revenue earned ol interest to a 'bank 
wouild represent a si'gnificant financial loss to LDTC. 

K-.-> 	 The decreaseo n. 1po tr.ioil ofund alptinedtoau1011nmanag.Veient 
cannoit it be viewed as Ln ent iTCv edtbe-vef1opmrett. In. thiAe 
past, V managthemeaots of' these funds has been fragmented and somewhatdisorganized. With a total' loan fund of betweeen ,000 to'M300 

400 ,s000 by tile end ofrt the current. year the potential for msus
oT the: oa fund exists, The pa, h tay ie intf .Taleof the incriTC numberoulId someone 	 of' loansivqn l,_LPTC .d.mountsh hti re familiar with loan pgasto miaigo th 
l oans::"nonnr ful-timl baswit.ot srJOyt jiot rdes r, seem feas'ible 

funds at this 0.me e 

C. A t1 h a t e o f nte e s I-wu1 d i ete stancc Fu I mooIne a' 

:F ,, rti.ro te opC' torhnuTable for13 	 below summinarizes impact, .hitsof roleoinpmagn thethe 	 increased 'in"teres oi
Assistance 
 FuI loan,; on LDTC's cos/benefit ratio's and ' o. AF
groups' cost/benefid ' Costs nd .ratios. 	 btnei t.s'associat.ed withthe various cases examined under the three alternative rates are 
detailed in' Tables' 	 1 ad 12 of the Appendix. 

indic
Tab Ie I 	 adates tha t LDTC coul Id inSucrease the rateof in t e res.tchiarged oni AF I trns without seriouslIy reducing -cost/benefit 
' 	 ra t ios from the groups ' perspective. 'If development- costs' are

included] arid it 20% default rate 'on loazns 'is assumed, " imovin'g from
A 4% to a 10% rate of interest would improve LDTC's "cost/benefit 

.. "ratio fro.. '.....ess., than I to 1.02. f1'.eve topmen. . .osLs a reexcludeud, thle in1)cr1ease in benefits are even more substantial.;
r0Venue0 1rned o- intcrest at ,r10 % wulud iImost o v ,WT'cov' s'aal ,I operating expenlses. shoulId,_ _.there forp__conjsi der'~LOTO 

increasing its interest oil.4AFoans fromn 4 ,t 10l.,. 

24.' 

"K"/ 
. " ;2 " 

' 

http:associat.ed
http:baswit.ot


Table1 3
 

Impact of increased Interest on anceAss ist Fund Loans
 
CosL/Bne Fit 
hnL.ios* for L'TC and Groups.
 

Assistane Fund Loan It lores t Pat e**'* 
:r-4%) 
 (r 	I0%) (r.12%) 

LDT C/B Rat ios 

With levvloprmn ,nt. Costs
 
- 0% defru t 
 1.03 1. 10 1. 13 
- 20% de'ault** 0.95 1.02 1.04 

Operating Costs Only

0% 	d,,rtulit 
 10.03 26.72 60.03

20% defnuit** 5.65 8.72 10.65
 

II. Groups' C/B lat ios 1. 16 1 . 15 1.14 

* 	 In all cases, a discount rate of 12% has been used to
 
calculate present value of costs 
and benefits.
 

** No information is currently availab,le regarding the 
actual
 
rote of deFault on Assistance Fund Loans. In sini lar

revolving loan fund programs, 
20% is considered a fairly

low default rate. Though payments have sometimes been

late under the Assistance Fund, all except 
one group are

repaying the loan Principal on a regular basis. 
 The
 
scenarios assuming 
a 0% default rate simply illustrate 
opt imul sc'niar i os. 

*4* Interest on AF I onas is 	 a simple in terest rate, whi ch, it

is 	as:sumed, is paid over 
three years. Therefore, the

it Ares tra es ot '4%, 10%, and 12% used here sonewhat 
understLte the ral burden of i nt erest., because interest 
repayments for 
all t.hree years are base d on the original
loan amount, not on 	the decreasing balance due.
 

(D) Which 
Income Generat. illg Activity is Most Productive for 
the AF Groups'? 

Table 14 
 below summarizes the cost/benefit ratios obtained in
this analysis for the four main 
types of group activity.
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1.67 

Table 14 

Cos t/Ben fit Rali os for A' Group Aclivities 

Present Value Present Value

Type of Group 
 C(.S; .
Ilen ffits ts /Il aDti_
 

Large Poultry 4,524,030 4,233,270 
 1.07
 
Small Poultry 941,018 523,050 
 1.80
 
Knitting 
 84,798 50,1378 

Sewi ng 
 0H2, :26 14'2,072 1.2H
 

The discount rate for these calculat ions is assumed to be 12%, 
anad t li,'ih AF Moarr s is '1% pe'r annum.interes t onr 


From this analysis, it would appear that 
 the small poultry
 
at"clivity, with a cosL/boni fi t ratio 
 or I.HO is t e most
 
productive of the four types of activitie.s. The relatively low
 
cost'hen
ni it rat io for Iarge poultry groups raises quest i',rs
 
about why f he orenom ic enef its are so much lower than for the

small poultry a(li ti es.
 

Thr,.c 
 seorm to be a n1uiber or coni ht iing factors. First, as
 
discuss,,d earl ier, the opportunity costs of labour were mach
 
h i ghie rfor tho large pou I ry grcoups because each membher was
 
required to 
 work daily on the act ivity, while this was nut tLhe
 
case for smalIl poult ry groups . It.would appear there are some
 
real cost savings From orgnzinZlg group members into teams.
 

seco:Iitd, la r go pou l t ry groups are expect ed t a hu ild new chi cken
 
houses while small 
poultry groups often use existing facilities.
 
Though large poultry groups will make use of low 
 cost local 
labour and materials in constructing new chicken houses, they
wi I need to purchoise roofing which is an added cost. 

Thi,'d, while smal l 
 pul try groups make chicken feeders and
 
drinkers for the chickenn 
from available materials at virtually 
no cost, large poul t ry groups are expected to purchase these 
i tore s. This, too, will increase the large poultry groups' costs.
 

It should be noted that 
at the time of this report, nio large 
poultry groups had actually started their activities. It ispos'sible t hat with actual instead of projected data on C;roup 
costs, the large poultry groups will prove to be more producLive

Ihan they are assumed to be here. 
 It is quite possible that 
individual ownership and care of' chickens will increas- members' 
sense of responsibility which could have a positive impact on 
management prnctices and uttimately on income earned. Given the 
size and relatively large number of loans to large poultry
 
groups, LDTC should monitor the productivity of these activities
 
as they get underway. An update analysis of large poultry costs
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and btfitIs 'ould reveal ways tIn reduce groups' operat ing Costs 
over time.
 

The sewing arid knit t i ri a
ct i Vit ives look econioml icall y berreficiuibut less so than the small poultry activity. It is possible thatfor the poul try act ivi ty i t is cl earer what group members' labourand resources must be put inrto the act ivity in order to achieve acertain level of benefita. With the knit Ling and nvewing
activities this link lessis obvious.
 

It is intersting 
 to note tlhat the knit t ing groups appeared moreproductive than the sewing groups. Sewing groups' costs ofmaterials 
 and maintenance are considerably higher than they arefor knitting groups. 
 One factor ciotitribut ing to relatively highmaterial costs for sewing is tihe cost of i'loth used in schooluniforms which is imported. At the begitrning of the programme,lie quality of sewin g groups ' products siff red from inled.quat etechnical training. This may have had 
a negative impact 
on earlybenefit streams. LDTC's shift from thie Int en sive T'ra in inrigModel
(ITM) to a ofTraining Trainers' Model tTTN), which will attempt 
to utili:e more effectively t he te-chnic.al exportise of extensionwiorkers, is aimed at addressinrg thia prob)lem.
 

It should be 
 noted that cost/benefit rat ios for sewing andknitting 
 groups may overstate 
the actual profitability of 
 these
groups. It is assumed t hat wi th LTC ass i t ance, these groupswill greatly increase their levels of priotmictioi and sales after
ye r four of operut ion. 
 Such increased levels of product ionrequire that members devote increased amounts of time 
will 

to theactivity, which may imply the need to consider opportunity costsof labour for these groups. At the time of this analysis, it wasimpossible to assess the level of these costs.
 

In general, all four 
of the Assistance Fund act ivitiesproduct iye from an economi c point of view. Of 
look 

th_ four types ofactivities examined, the small poultry act ivitylooks the mostproductive. The reader should be caution.l that, at this pointin time, it was necessary to make a inum er of project ions aboutgroirp c osts iind benr fits in the abs ence of art. ual dla . As thisdata becomes available, ILDTC should update this analysis to test
 
Lhe finding s of this study.
 

E. Is the LUITC Assistance Fund Cost Beneficial? 

Table 15 bel ow summer iszs the costs and benefits of theAssistance Fund as perceived by society as a whole, LDTC and theAssistance Fund groups them:selves. The cost./benefit rat. ios areconsidered under two alternative assumptions about the rate ofinterest charged on Assistance Fund loans. Under Scenario I, theinterest rate is assumed to be ,%, the current rate charged byLUTC. Under Scenario II the interest rate is assumed to be 10%,an alternative rate I.DTC might consider charging in the future. 

On the whole the Assistance Fund 
looks as though it is indeed
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v'ontribut itg p~o.sit ive.ly to) ,' ,ono)),iv ,dvv lol~mv"r! in [,es:otho. Inl 
n | but two ases, th. r's;t /ci. I'ir atratios weore grea;1ter" t.hIan one,

higl i.g:ht ing the Assi stan((e Fund prograimm(,ieIs overall Pr norhm i(
 
v iibi I ity. 

The cost.t atn.'1fi stios ri Ihe p "sp(,, iv, (f socitsty and LU)'IC 
are slightly lower than (oup w-hen devtlotepi lt cost are included 
ald a in Wt rpst ra e of .1?iis arTsumed. As discussed earl ieor,
this woul1d should riou;ly 
the iWt of 

1st u that sUT' se consider rai:sing 
in ierest on A I loans. 

Under nil s,'cerar ios that i nrllude only operating costs, the
(cost/e rosfi t rat ios are posji ive . (Given the posit ive 
c05t,/ ii0150 Iit Iatio.s5 untder the5s(5 ass rumptions, it woul]d appeaar that 
pro grasims I I e I W A s sillt C Fund whii c o molbi no nunrt' , 1mnl 
education, training a d ,rd.it ould he rp] i-ivated elsewhe re with 
similurly pousit v rp( , ulls ;. 

Rescog i ing the posi t ive f iudi igs of this study, it seess
reasonial l, t( reosmmend that donors as well as _local impl inentI ng
inst i tost i s .0s-, ' r; ider Su por. ting act ii ies sirni Iar to L he 
Assis;tane( Fund P'la owhe in Africa, 

16 
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Table 15
 

£utMARi OF LUIC SISTANCL FUND
 
22s3 AND ,ENEFIS
 

PERSPECTIVE 
 :: 
 SCENARIO I1:
 

P... FV. CiSRATIO F.V. 
 P.V. L/E RATIO
 
1,PEF1I1 OSTS 
 PENEFITS COSTS
 

i(CIPL FEP$PECTIIE:
 

- U £'..COSS . ,46 4,OE6,856 O.398. 
 CHANGE
 
- OPERAIIN2 HSTS ,,4
.;46 ,5',647 K.14
Na CHANGE
 

LDTCFEKFPECTI £:
 

2- oI,5Iij 5u4,20' 1(2 
 581.5512 5',7-,976 1.102s,uetnat 
 '1,552 u'56,lO5 V.45 51,552 572,972 1.02
 

.2:52.. 	 ",0,7 
 0. 561,552 21,75 26.72 
2..Xaj 2 , 122,594 5.b5 581,552 66,661 	 8.72
 

A OOFE FPEREPECi V 5,72,17! 4,349,06 1.16 5,732,171 4,929,973 1.15
 

SCENARIO I:Assutes trat 
interest on AF Loans is4Z and the
 
discount rate isl2.
 

SCENARI tL	Assumes that interest onAFLoans is
 
IOXand the discount rate is12Z,
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TABLE 1. I IST OF SAMIPLE ASSISTANCE FUND) GROUPS 

LAIGE I'OULTHY: 

Kopilug Thnmie 
I'halang z1 uuh n 
Mejlne t Inlni 

NO. IN (OUP 

25 
23 
:0 

LOAN AMOUNT 

M33, 00O 
M39, 011 
M42,57(0 

SMALL POUl L'TRY: 

poung Lir i be 
Thusanaing Ma ts:ekh 
Mikuninyanip 
Ramiok hvit, 

17 
2-0 
Il 
28 

M 
M 
M 
M 

760 
800 

2, 672 
2,100 

KN ITT INQ 

lvkhal I .ug 
Matel il 

la1 ll' a 20 
25 

M I , H60 
M 2,500 

S LW I NG: 

Hilt hbe( 30 M 3,000 
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TABLE 2
 
ABOUT In 

CUMULATIVE ANDhFlES OFGROUIPS 
ASSUMPTIONSANNVALGROW[H 

NJUMBEERS 

Pi nt' (Ju iv H85, ! tota:l> 7 1 : id a rca ,jpprc%
!, :ieer 
 s -I 

PFOJECT TEAR LARGE 
 SN
SMLA L KNTTNING SEWE I G TOTAL. 
FOU ITRY POULTRY 

":: ! !! : > >15i84 0 (1
'
; 4 : : > ' ! G <! 7 > :! V ! < ! i : < i :~7.
 

11,24,s851 4 3 7 
bI8I. 2 6O 40::>4i(: : i<i i i ?~k< W !: i ik i i : ;>iSTi i~~i ? ! : :: <i : 'A 

/: < V:i I ? U! :! i~ # i ! :: :/ : i ! ! : ! i i, .' ' : !! .'JL 

,i G 4i : V &U L>U : ; :kr - ': : : : q ;S; ,' ' ;?,I'' 

, > iiiiil!i~i!!!i!! i i!i~iii~ iiil~ii~li i! !i~i! !ii i i !i~ii~iii i!!!ii~iiiil i! i !Li!!!!!~i ii ii . .. .. . . ' .liadiiar~po~als ha,'c rcei~o n iIopee tothe
berc 
;i the upcoal,,.i ii i

jorith6. : ii :i iii!i i !i<11 :Scr~enq Comaittee; li~T i iii:i~i~ii~~ G iiii ii! ii!i~ ~i! ! 
i~ i is, therefore 'ii 

4 AF.t-:nsby end oiproject fearIEb 

> >> % i~i!i~ ii~iil~ !!iiil ;B !i~ !!ii!!!ii~ ii ! % i ii~i !~l-44,! !!> :"'4 i~ f!ii!iiil i~ ~

!i! :ilii! L~i!;iiii~lil~i;i~~ii~~i::ii ; 4!!AiifI1g"i! ii ! %1i? U i7 : : ~ l i! 
I 

'!i~.i i ; .; i ; Ui!: i2 ;>i ;i! . .i l i: : ! : i i ?~i : i :ii i i i l i % . I:! :L ? i ; i ~ii ! :ii "i i > ! i i i 
! 

ii i x i~ ii'4 
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TABLE 3 
LARGE POULTRY 

YEAR I YEAR 2 YEAR 3 YEAR 4f 

LOSTS 

Facilites 19176 
Equipient 23 

atErial75 55 Y7255 75E 

Iransrt ,4v 640 40 b40 
Labor 4745 41 4.45 4745 

Stta 7U40 Kt 4 4' K54( 

Interest pepaient 152 5: 155,40 

T~ta o 4160 9 u41 4 

E.FIT i 

Saleo:; , ; .-I , ens5 I1175V 11 : " 0 I11 50 

increasea Sa.in; U 624 624 64 
HeaIrn eei2it;s 116 116 116 

Total 1124'1 11-4i(! ; 4 



-------- -----

Annual Costs 'and Ij 'jneffits 
o r a1 1L r9e P oul try Gro.u 

AssuinpLi oils All annua '0 sts and beef its re I'Iec ted in Tab le 3ItIC 	 t he Iaveringe of costs and bcihefits calculated for, thle three
SaMPI e large poultry groups (See tab'le .) 

I. osrs.
 

Qpprtnit. ost of Lnb our
A. Average monthly income per member is M60 	 and average

dai ly income is M2. 00.
B. Each group member works an the p)oultry. activity :365 daysPer 	 yeair, four 	 hours per day or tlhe equivalent of 182.5

full 	working days per year.
C. Total group opportunity costs are thle sum of individual

members' opportunity costs of labour which (,air be' est.imatedait 182.5 days x 112 =M365 per year.

0.There are 
 opp1o0r tunitLy cos ts to labhour only during peri ods of harvusting and hoeing, or approximately 50% of thle 

Facilities
 
IA. Al] large poultry groups 
 will 	 build new chicken houses.B. Local labour, and materials will be used at no economic cost.
C., Corrogated. iron roofing willI bepurchased] commercially at a c.ost of' M4.75 per shreet. Approximately 15 sheets areneeded for a house holdinmg ]00 chie.4ens. 

r
 
IY 7 : I
+ : \! +Y? ~ q ? : " i+ 

' + 
= L ;iq ....2 t-? ! -:..'. 

A. Feede r s tire purchased at M15 each. One 	 f eeder i s
Purchased for every 50 chickens.

11. Dlrinkers are 'purchased at M15 each. One drinker is purchasedfor, every '5 chickens.. 
C. It is assumed this eq'uipment will last for the 10 years

of group. costs and benefits.' 

A. CI hkens atre pu r('has ed a t 15 . 25 perI ch ickeon. They aire pur­chased at the beginning of thle project year and sold atLthe 	 entd o 1,th ayr. Groo uups lI I purchase enough
chickens to repl ace the original numberecya.

'Goups-. will uso nine 50 kg. bags 	 of fe ear.1ed.per 
 100 chickens
per month. Feed is ~Purchased at~M25 per bag.* C. Groups wilIl spend M20 annul]ly on memdici'nes for every 300chickens, ThItese commercial' medic6i'nes will be
>supplemented wi th traditional medicine's.;; 

4' rauspor t 
'A. 	 Groups willI buy. materials and 'sel 'eggs or, chickens d ur ingithe same trips. 
B. Groups will need 
to sell eggs four times Permonth.

C. It will be necessary to hi're a vehicle at 
a cost of M20'


for every Lri p. 

~A
 



I B.ENEFITS 

Sale of 4gg,1s 
A. tO% of the chickens will die during
B. Of' the remaining chickens, 80, will 
C. Two-thirds of the eggs will be sold 

at M0. 12 per egg. 

e ach project year. 
lay one egg daily. 
at local egg circles 

Increased lousehold ,llvilgS
A. 	 Based oa past LDTC evaluations, it was found that :30% of group members uso.d h hoak]eep i agimonigihnent skis kis 

used in the AFi activity at home. 
B. 	 Average househod income is M120 per month.
C. 	 It is asSumed that improved bookkeeping, management and

planning prac tices will allow households Io save 5% of 
monthly household income or NI per- mnuth.

I). On11 30 0o1 the memher Wii l I Ilahieve this betJ, fiI or each 
group member wi Il save 12 per month. 

ecrCase ii V i f- i ts to Doct or
A. 	 Increased conisiinpt ion of' eggs by group members and their

fnai 	I ies wi I I inprovo nutrition and ultimately contribute 
to a decreas,* ti vis i tsl to the doctor. 

it. 	 The average co!,t of it visit to the 	 doctor if M7.
C. 	 The average lami y currently makes six visits to the 

doctor ill one y(rll.
D. 	 Improved nutrit ion from increased egg consumption reduces

the number of trips to the doctor by two each year
(i.e., M7 x 2 = 	 Nil per year).

I. 	 Only 50% of the members would realize this benefit. 



TABLE 4
 
SMALL POULTRY
 

COSTS HEAR I YEAR 2 YEAR 3 YEAR 4+
 

Facilities 183
 
Equipment 16
 
Materiak/Supplies 4588 45b0 4588 4588
 
Transport 204 204
204 204
 
Labour 455 455 455 455
 

Subtotal 5446 -247 5247 5247
 
Interest Repa,. oS r3
 

Total 5509 S1SW j310 5247
 

KENEFIIS
 

Sale otEq;,ChLckens u 1003 10')03 1Q0v3
 
Increased Saviqs 0 526
526 528
 
Health Peneiits 0 159
15j 151
 

Total 0 ltYC'
10690 1.690
 



TI' I tc I 

Aniun] Conts ard Bencfit s 
for a Small Poult ry Group 

Assumptions. All 
annun I consts and bnefits reflected in Table 4 
are the uverage of costs and henefits caln Ilated for the four
 
sample small poultry groups (nee Tble 1).
 

I. 	 COSTS 

Opportunity Costs of lnbuur
 
A. 	 Assumptions about enach member's average monthly and 
doily
 

incme1 1re the same 
as for large poultry.
 
group r
B. 	 Two membhers work together as a ' oPam for the 

equivalent iif seven days 
at a time; each works eight hours
 
a day or a total of 
seven 	days cach during the period.
 

Q.. h I ail y t i flieS 11 te0am1 Works is s g ivon year depeinds oo 
the total iumber" t emiiibter's is lhie group. For exanple, 
i there are [ liromler'; ini a giiioup, theret arc H tearmn. 
Each team wi ll work for o e week 6.5 times per year i.e. 
52 weeks/ C t aims - 6.,5 teiIis ) or a t ot n I of 15. 5 (loys
 
per IneIber.
 

I). As in the case or larg, poultry groups, tlhere is only an
 
opportunity cost during harvest and hoein g 
or 50%. of
 
I het 	t i me(. 

Faci Iit ies
 
A. 	 More are built by the members themnselves or an existing
 

structur- is used.
 
I. 	 50% of smili poultry producers will use existing facilities
 

and 50% will buildl new facilities.
 
C. 	 When existing foecilit ies used, no costs 
involved.
 
D. 	 For new facilities, 
local 	labour and materials arc used.
 
K. 	 No opportunity cost for locl materiaIs.
 
F. 	 Opportunity cost of .0-al labour 
is included in the 

iopportunity cost. for ca--e of chickens. 
G. 	 Fur new buildings, roofinrg materials must 
be purchased.
 
II. 	For 
new 	buildin gs, rio fing mat,rialts must be purchased 

AM4.75 per sheet: 15.41 sheets needed per 100 chickens 
based <1n cstimaiite f0or Phnllnng Ha Nko). 

(Ililx: 	iif)niIt
 
A. 	 Feeders: 25 clhi(ckens per feede r-, members 
(iinstruet. from
 

discarded 
tires, labour is minimal, no opportunity costs.
 
B. 	 Drinkets: 50 chic kens 
per drink .t, p lant ic dishes
 

purchased @M2.50, dishes 
must. be replac'-d every other year.

C. 	 Mutori als/.Supp l ics:
 

I) 	 Chickens repisced annually. Per chicken prices: 
1983 M3.80 
1984 M4.50 
1985 - M5.25
 

2) Feed: nine 50 kg. bags will 
feed 100 for one month.
 
L983 - M15.00
 
1984 - M19.00
 
1985 - M24.00
 



). T'io s)po l: (](p'| oi g i"Up
i'ls 

I i Ipiing no co)sts 5. ' luying re, d, 
i t is Ie iv' .d. 

E gs i 0 
 1 ill 3xKrptjo lil Ii, .rsloldtmo'thIri p i U ;nI 
1I. 0 0. 

2) Thu nnnng kniiM .it.khn Noi 
 (os t for buyirg reed , it.
 
is tel ivered. No 
trn spo rt o'o e I Iinrg lI1 sold ini 
Vi IIn ge 

A Ulnmokhele Two tr ips per mon oh1to .lltuIre d
 
HM5.00 per trip; 4 trips 
per moonth to sell eggs;
' trips ore i iarel IouirvOuus wi i t 1Lfeed (ol tion, hoiirii
 
ii nddit ionnI 
 2 trips @M5.(0 e ch fur selling eggs.


') ako avniii!lt 2 rI i'; lpei montlI h i ito il'levio . t'r d, rq ii'es
h ring a vehiu.lu 
aLt M20On'h 2 se lling L'ils can be
i l-Iled hero.) A total or' fur r trips per moI h Io
 
so,l at the Egg Ciircl 
, A tr'ips her.' 't2.,40.
 

, BE
Pt:NEF ITS
 

Pne' i t ro't : :m I IpoultI r'y re budl on :'-.ci the s limetly

assulptiIons as liarge poul try andiilv.tIcoAt-ei. in Lhe same way
 

http:vehiu.lu
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TABLE 5
 
NiTTING
 

COSTS 
 YEAR I fEAR 2 
YEAR 3 YEAR 4+
 

Facilties
 

Equipment 
 193,.
 
MatLrials;Supplies 
 606 60b 
 606 1760
 
Transport 
 54 54 
 54 54
 
Labour 
 0 0 0 0 

Subtotal 2590 bbO 6.0 1614 

Interest Repafgent 87 87 87 0 
---- .---------------------

Total 
 2677 747 
 741 1814
 

BENEF IIS 

Sale ot Items 
 0 972 i72 o72
 
Increased Savings 
 0 600 600 600
 

S------- -------
Total 0 1572 1572, 4272 



Tnbe 5 
Annual Costs and BRenefi ts 

Car Iuii tingt i Groups 

Assumptiqs. All annual costs and benefits reflecLed in Table 5 
are the average ofU costs and benefits c i In .ted for the two 
sample knitting groups (See Table f). 

1. 	 COSTS 

Qpportunity 	 Cost s of Labour 
A. 	 No 
opport unity costs are assumed for knitting groups bhcause 

group members have indicated that they give up the 
kni t tig aict ivity to meet other agricultural responsibilities 
during harvest and hoeing. 

Fuci 	 i ties 
A. 	 IL is as.sumsed that since ail groups will use existing 

facilities there will be no economic coats. 

En1 u i pmen t 
A. 	 Groups Purchnse an average of two knit t I ing mach eiesat a 

cost of np proximaely M1000 each. 
B. 	 Maetihti nes will Inst fort he life of Lhe project with proper

Int i nut err i ((ce 

Material s 
A. 	 Wool is purthased at approximately M5.25 per caio 	 . 
B. 	 The following assumptions have been made (based on actual 

group experience! about amounts of wool needed 
to produce 
one of the following types of jerseys: 
I ) jerseys - 1.5 per cone 
2) short-sleavud skippers 2 per cone 
3) long sleeved sk ippers 1.5 	per cane
 

C. The fnilowing assumptions are made regarding ,number of 
,jerseys 	 produced per yeur:
 

Years 1 -3: 3 jerseys per month or 
 1013 per year.
Years 4 10: IH jerseys per month or 10 per" 	year. 

9 shortsleeved skippers 
per month or 
LOH per year. 

9 long-sleeved skippers per month or 
108 per year.

D. 	 Oil for the machine is purchased at the following price 
and 	rate:
 

Years 1 3: Purchased H times per year 
@M3.50.
Years 4-10: Purchased 12 times per year @M3.50
 

E:. The following assumptions were made for servicing of
 
the machines:
 

Years 
 1 3: Twice a year per machine at a cost of 
M50.00 per time. 

Years 	 4-10:. Three times a year per machine at a 
cost of M50.00 per time. 



T rn sp r 
A. No I ransipo t ceosts nrt incturred in selling the itelms. 
B . Purchase of wool ani other muteri as is done by taxi 

oi,, Ini hIt f i an n v t g' cost (I"r m0o penr ret urn t rip. 

. BENEFITS 

Sale of .Jerseys 
Earnings from sale of jerseys nre based on the numbers 
produced annual1y which 
 have been described under the 
cost assumtptions. The following prices were used in 
calculating income earned: jerseys , M9.00; short sleeved­
skippers - M7.00; long sleeved skippers = M9.00. 

Increased Househol d Savings
 
y
tThese benef'its rt based on exactly th e same assumptions as 

the houisehold savings calculated for 
thbe poultry groups.
 

Inq
 



TABLE 6 
SEW I G 

YEAR I YEAR 2 YEAR 3 sEAR 4' 
COSTS 

Facilities 0 
Equipment 1163 
i1mterials':Lpp1Es 4196 4196 4196 61238 
rrspcrt 48 46 48 48 

LtCur 0 , 

ta707 4:44 4:44 9169 

':erU: Sc6a,ent 12( 1 ; IUK,. 

Total 5827 4364 4764 3T65 

BENEFITS 

Increaced Sadings 0 1142 1142 14E80 
Sale o Iteas 0 720 720 720 

Total 0 1862 1662 15600 
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Tab le {G 
Annual Costs and Benefiis 

for Sewinig Group s 

Assumptions. All annual vosts and benefits reflected in Table C, 
are based on estimated coat; Is and benefits to the sample sewing 
groups (See Table 4).
 

1. COSTS
 

Opportunity Costs 
of Labour 
We make the same assumptions about opportunity costs for 
sewing groups as were rmadefor knitting groups. 

Faci i t ies 
Assumpt ions are the .asne as for kniIt ing groups. 

Equ ipmen t 
A. Two type of sewinrg malchi nes are purchased: zigzrg machiles 

at M400 each and regular at M300 each. In this sample 
group two of each are purchased.


B. With proper maintenance, machines will last for the life 
of the project.. 

Materials 
A. Cloth used in making school uniforms is purchased at 

approximately M9.50 per metre. 
B. Lishoeshoe cloth is purchased at approximately M3.75
 

per metre.
 
C. The following assumptions have been made on amounts of 

material required to produce school uniforms and 
1 ishoeshoe dresses: school uniforms - I metre; 

lishoeshoe dresses 3 metres.
D. Total costs of cloth are bWsed on the following assump­

tions about annual production: 
Years 1-3: School unirforms 8 per month or 96 

per year; lishoeshoe dresses - 26 per year.
Years '1 10: School uniforms - 16 per month or 192/year; 

l ishoeshoe dresses = 52 per year.
H.> "Iotal cost of buttons and thread are as follows: 

Years 1 3: buttons - M12, thread - M8O. 
Years 4-I0: buttons M24, thread M-M M20. 

F. Assumptions about oil for machines are the same as for 
the knitting group.

G. The following assumptions are made regarding the service 
of machines; 

Years 1- 3: Twice a year for each machine at M25 
per time;


Years 4-10: Thr'ee times 
a year for each machine at.
 
M25 each time.
 

Transport 
Transport assumptions are exactly the 
 same as for the
 
knitting groups.
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IIhNhITTS ' -

Stile of ft s9ea- and ~choo ,LIjdrorjns
Inrn tugs Vram the sale of tin iforms uinui du esscs are based on.tho numbers produced, annually.. This information Is given
under materials 'c~sts. ,Tho following prices wer~ used in
calCulfltjng'totit] iii'comc earned: school unifo'5 n~~ M19;
lishoashoedresses'~ M18 , ­

These~b~enefjts are based on exi~ct1ythe sameIncreased Hcusehold 'Savings assumptions as , 

caictila ted 
,~ 

the househol I savings -~ for, the other three groups. 
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TablIe
 
GROUP COSTh 
 BENEFITS BY TYPE OF ACTIVITY aaa
 

.LARGE FOULTAY SMALL FOLLRY 
 TIlN a SEWING
 

PROJECTfEAR a COSTS BENIS COSTS' BEEFITS ' COSTS BENEFITIS COSTS' BENEFITS " 

19280 

'a0 5,50 0 0 0 5,827a 0 

a 18140021,837 101,60 5,35J4 0 .4,3b4 1,662
1384/85 0 054,294 .42,760 6,848 1,l44 14,938 1,R62
1985186 985,60 

' 
a 0 a 108,127 106,900 8,342 6,288 a 22,301 aa5,586'' 


aa 1986i87 41, 60C, 1,1,14 9001 105,q48 2131800 ,61b 9,4n2 2-1,378 .1,16,

158/88 9416001,124,;00 0570 So a14,B32 a29,222213,80 8,750 21,186,

1906169 928,400 1,124,900) 104,940 2 ,0010,864 a 20,232. 33,I44 48,662a a 

I98919~ ~~ ~ a~0,4 ~13801,8,~ WE '2,0 33,144 62,400 ad
,2,00 ~ ~ 5,632

199/9 96,40 1a 24, ;0,j 14,940 213,600' 10,84. 25,632 33,144 62,400 
1912 ,40' 1,124, 500, 940 ,80) 10,884 25,32 A'33144 62,400aa 

a 

10(4, 2l3 a 
I991'i93 ~ ~ ~ ~ 13801,6 '964c 24,858 62,400~ .9,9~ GO 5,632'42,9 ~ 

15i4 92b, 400 1,124, 900 HI8,95 201,110 a a7,256, 25,632 a 24,858 46,800

IV'4iq5 ;26,400, 1,124,90 .i 52,47 a ,8877,4 a 8266708 46,800 a 

19516 ,14,00 a0 106,900 a ' 0 8,544 a0 15,600 

42711" 45,hF 0 2, 5.Ea .a 52304. 69 1:4!0t1.82 50)677,9184798. 13 a 142072.09 182325.655 a 

, aa59W6.63 3 ~02?61.72 35238.73 51491. 95 97567.35 108209. 47 ~*aa 
RAI:
C/S 10 80 1.67 1.28' 

Ha RAIO: M599 
 a 1.68 a1.46 a a 

' Costs include a,siumple 4%rate of interest on AF loans . aaaaaaaaatt 

~ 4,alaa 

http:97567.35
http:35238.73
http:02?61.72
http:aa59W6.63
http:142072.09
http:1:4!0t1.82


Table 8
 
UYIC COSTS F0k ASSISTANCE FUND
 

I97q/810 1980/81 1Y0882 1928 983/84 1984/85 198186Eb
 

DEVEL0FliEWl
COSTS 

FER ONNE: 1688 
 117,354 :13 77,724 78,55QO 106,012 
 132,467


( C)NATER1AS 
81 FLIES: 1,350, 1,7'78 803 

­

.
 
DEG.UIPeENT& 

b,U1LDIN6: 
-' 

(16:1 II 21,68? 4,1E C"NFE '500 50 
5,Kc 6,424 D~ES: 0 0 7,0100 3,I00
' STFF TRAIN: 0 'm0 7,154 1,,0, , 11,407. 10,943
 

TTL 
 21,469 
 1. 8530"a8 96 ,10c),958 
 12,0,
 

-IOPER0TIN. COSTS , 
, 

A)TRAWNI : " - 1 ; 
"er .onne 
 0 10,531t 18,114 24,655 10.,072

Trinsport 
 0 0) 0 1,923 .,808 21671 , 2,672~Materials 
 -0 0 0 4GO 03 980 980SNonL 0TC' 0 
 0 0 0 8,20.. 

SUBTOTAL: , 0 0 ,0 12,9514 2245 28,307 
 42,244 ' ". 

81 AN5oflef1T
 
T ra s o r t' 0 35 9 , 8 6 ,0 61 , 7 , 1 1
 rnsot0 


'* er:o nel: ' : , 0:! 0 0 641 1,269' : ' 397, ' 8I2, atorials 0) 
0 
0 , :S . ' . . ... . .. < ;; ) '> 63142V81

0 100 121 245 245 i 

SUBTT~l0 0 0 4,250 5,972 717 8,2
 

C)OTHER SUPPORT.
 

05 
 631 71
mla . 499 '
I ,G IItiit y 489 591 1,002 1,300 -965 ' ,~


other 126 , '
126 126 3
 

SUTOTAL 
 615 625 717' ,631 1 9~91. 828 i 28
 

TOTAL: 615 .625' 717 ' 18,795 
 30,368 '- 37, 332 52,3?99
 

GRAND TOTAL:. 22,084 12992, 
 1 124 108291' 131366 '1.70'235' 20 120 

e~~ I-"LJ
 



LDIC COSTS AND BENEFIS UNDERDIFFERENT ASSUMPTIONS ABOUT INIERESET ON AF LOANS 
P J 
 :"* COS, INFORMATION: 
PROIECT YEAR: DEVELOPMENI; OPE~RS DEFAULT INTEREST 


COSTS COSTS (20% X) 


1979,1615 
 0 
1,302 4 000625 


:981182 
 717,530
71?
 
19021E, 
 194S 	 915
1,95 
 103 


' ~ ~ ~ 18/4IX,9,368 1,815 54
 ~ 	 31j 

A 
9... 

.............. .. ...... 	 .... .. , 80,620 1 9
19S6187 
 0 16,916 

18/i16. 24 


19;0/100

rJ 19/210 0 

... .. . . ., 000. 

19/50 . 0 0 	 0 

1995/96~~( . r 0 0 

NPV @2
12 
 82,152 4486 
 24,1552 


, ; ', ,:.. : :: :.. . .. . : :: :: , . . . 

:+ ::++++::++:.',:+:+': 

BENEFIT IFORhATION:
 
INTEREST INTEREST TOTAL LE3 PENEFITS
 
(OX (2X 
 GROUP PRODUCT TOION 


BENEFITS COSLE 
 LDIC
 

0 	 0 
0 0 - 0 

456 	 5490 1153
 

165 
 1,6 .. ;1'50095,345
3 	 404 47 74, 742
 
37 77 .:
 

42 290 50 4E 
 , 6
 
1 456 1374,1 19
17,-1 C;69,618B 

0. 1,426.732 1,075,168
0 0 ,26,732 1,075,36G 

0 0 1,426,7321 42,123, C,69 3598
1 6 5

00 1 400,442j 1,Q42,466 

0,' 1,25,944 '0
 

6,387 
 72,464 ,060,04 3,498,495 :56),.2 

', 
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*Table 1O
 
ASSIS] AlCE FUr~u GUSTS U
lENEFITS. SOCIAL PERSPECTIVE
 

PROJECT YEAR DEVELOP 1Q TOTIAL GRU+ TOAOPERAT GROUP 

'A.46q 615 0. 27,064 615 . 0 

111),85"1,4 717 0, 111,214771 , 
BY4618,75, 11,153 1113,444 ,948M93/84 1c.(,998 ;1),368'.111009 lt2,37S 86131774 12,5'2 

M198/5 132190 37 3 74,742 112, (1423,-44,577 47,766 
15/6 153J.21 ~ 2 59 1107,151 1 1 153,550S 118,7741313,271 
l968 0 1.1~,2,626 1 6596b26 1 0'8 ,6 1,301,116 

19B7/88 0 v. 1,069,016 1 069,OIG I Q0.dS I 7,74,71E 
108900 l0751 368 1,075,369 1 075,3H I1,407,094 

1i99/9 0 (1 1075,36B~ l,075'36,81 015,fl 1,426,732 
1556091 00 1 01, 36B 1,(175,365 1,426,7321,075,36B 


1991,9 0 7'366 1,07',368 1,075,'bg 14267112
 
i392iil 1 0 1 1 835 1,0O1,,135 1 061, 535 1,426,732
 

19,40. 1,,,4& 166 041'h,486
1042,466 1,400,442 
00 990,984. 9,84 i9o,i84~ I,359,828B

1995/96 0 0 00 1,255,744 

flP0621,I81% 815209 49494544086857.80 3580646.63 4080046.25
 

C/E 9ANO: ALL CBSTS 0.99 

PAT,'41; 11'.fGROd: 11173 

http:4080046.25
http:3580646.63
http:49494544086857.80


TablIe 1 

NPV OFCOSTSBASEDONAFLOANINTEREST RATES 

LDTCCOSTS: 

INCL. 0EV, COSTS 

c"4ODefault 564,209 527,976 515,899 
620' Default 609,105 572,872 560,756 

W/Oul DEV. COSTS 
::, : ':i- , !i:,i!:: !: : "-:i;i! ) . i ) !

, 
!Y,= '1:i!::!: " ,' ,i~i i ii 

g4. 
0%DefaulIt 57,997 .21,765 9,b88* .80X Default 102,894 66,o6l 541584 

LDTC BEI(EFITE: 581,552 581,552 581,552 

. - .. .h:',,;,:::[; :! : -,,:"-::"' , ,;,;,: ; ,,L ,::; :g::i, :::::(;,), 
':!'~i): ':'ii )': ;:,:;ii/:!i :ii ;:D~~i ' ! :i : !: iILi]:!!:i! ' /: i:7;~ii:::'ii~:: i : i '':;i;!,:: !i::(::ix! 

, , i : i ] i k , i ~ : '-1 :;,1 .' i ;i(,1:!! 

',:, 
~ ~ 

M RATIOS:~ 

INCLL.DEV. COSTS 

t 0% Default 1,03 -1.10 1.13 
@20,Default 0.95 1.02 1.04 

-,-,:: ' 4$-­
'dECOSTS603. 
-DC:O T : .: :44$i , . . . , : 

a%Default 1.0 267 6.3 
@2ZDefault 5.5 87 06 

!!! i -7 i ;!i ! 

I:$ L4-:-$-i' 7, -
: 

2$ ' "­



Table 12 

TOTAL COSTS AND BENEFITS FPOl A.F, GROUPS' PERSPECTIVE 
Under Di fferent Aisumptions a1mout Interest on Loans 

.-

PROJIECTYEAR BENTS COSTS COSTS COSTS 

I -,):-;; :. . 
! :i iii :' 

18/4 ...... 12 5M 
! B .B54 7 766 

198K56 118,74 

31,555 
76 ,0B0 

1,124,430 

. ..32,374. . .32,647.. 
":B,087 78,756 

i150,34 1,158,985 

.. . . , 

.......... 
1919 
1109 
9 

1992/93 

l9;4/ 

1:,407,574 1.I 5 
1426,732? 7,6 
1426,717? 1,075,3618 
1941,26,73,21,075,368 

426,732 1061,835 

1939,400,442 1,042,466 
I1,359 ,28 990,984 

,075,3681170753681,0 , 
1,075,3fi I.075,3b8 
1,075,366 1075, -66 
1,075,36E 1,075,369 
1,061,35 1 061,83 

1,042,466 1,0,42, 466 
390,964 9i 6,564 

,19e,,,5/....1,5994 . 0 , 0 

N'1 5,7,32--,l7I 4,949,069 4,M9,973 5,016,q40 

: !IJP B~'%3491,897 3,237,660 3,7,97 3,290,0681 

CO.. BE. .Y RATt1 FO. ROUF. DIFFEFENT LOANINTEREST RATES 

Interest onLoan 

(4%) (10%) (12Z) 

C/B Ratio: I.16 1.15 1.14 ) 

% 

C/B Ratio: 
(DR=20Z) 

k 

:: 

1,08 1.07 * 1.06 
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