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ECONOMIC JUSTIFICATION OF THE INVESTMENT PROMOTION 
PROJECT
 

quantitative justification for the
 This analysis seeks to provide a 


We have tried to establish a relationship
Investment Promotion Project. 


between expenditures on investment promotion, 
total foreign investment
 

result from this project, and the benefits
 that may be expected to 


accruing to the economy as measured by gross 
and net exports (or value
 

To this end, we have reviewed studies
 added) and employment generation. 


large number of countries in which investmeait
 
and AID project papers in a 


were put into effect. Unfortur.ately, we 
found only
 
promotion projects 


data to permit establishment
 
one project evaluation which provided 

some 

an investment
 

of a quantitative relationship between 
the cost of 

it,
 
promotion project and the benefits that 

could be 	attributed to 


This was the study

including its impact on exports and employment. 


undertaken for CINDE in Costa Rica by Corrales, C6spedes and Vega,
 

del Programa de Inversiones y
entitled "Evaluaci6n Econ6mica 

No other study provided, or
 

Exportaciones", PIE/CINDE, June 1990. 


attempted to utilize, empirical data to 
establish quantitative
 

investment promotion programs and their
 relationships between the cost of 


impact on the economy.
 

Studies other than the one cited above which 
provided some useful
 

data include one by CINDE's Marketing 
Division, entitled "Second and
 

AID's "Overview of Investment Promotion
 Third Quarters leport, 1990"? 

1/ input-output table for Bolivia.
 (Networking) Projects", and iNE's 


the reliability
sounded with respect to 
A note of caution should be 


of the results yielded by the models 
we have developed for the following
 

the applicability of
 some question with respect to 
reasons, (1) there is 

In the case of the Costa Rican
 

one country's experience to another. 


can be argued that the overall investment climate is much more
 
data, it 


the
 
favorable in Costa Rica than in Bolivia owing to factors such as 


length of the democratic tradition, closeness 
to the United States
 

To compensate at least
 developed infrastructure, etc.
market, a more 

conservative
 

partially for such differences, we have 
adopted much more 


assumptions with respect to the relationship 
between investment and
 

the
 
benefits than the Costa Rican evaluation 

indicated, (2) data on 


Instituto Nacional de Estadisticas of the GOB.
 
Y/ 
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experience of other countries are extremely scarce, which forced us to
 

rely very heavily on the CINDE evaluation, and (3) even in case of the
 

CINDE evaluation, the data permitted no more than the establishment of
 
an
estimates that could be used to establish ratios relating the cost of 


country benefits that may beinvestment promotion project to the final 

expected to result therefrom.
 

to deal with
Two alternative projection models were developed here 


the problem of the project's impact on net employment, viz., should we
 

employmenc generated by the additional foreign investment
assume that tile 


represents a net increase in total employment (i.e. that the labor
 

employed would have remained unemployed in the absence of tile 

investment)? Or does a significant proportion of the employment
 

generated represent a diversion of labor from employment in other
 

sectors? The essumption made with respect to this issue is crucial for
 

both the employment and value added projections.
 

Model I assumes
Two models were developed to deal with this issues 


direct foreign investment
that all labor employed as a result of tile 


resulting from the project represents a net addition to the employed
 

labor force (i.e. which implies that these workers would be drawn from
 

Bolivia's large tool of unemployed and under-employed), while Model 
II
 

assumes that half of the labor employed as a result of the investment is
 

diverted from other sectors. Quite possibly, the actual outcome would
 

In fact, we jelieve that Model I
fall somewhere between these two cases. 


is more realistic in the Bolivian situation owing to (1) the high level
 

of unemployment and underemployment that prevails in this country, and
 

(2) the likelihood that the labor diverted from other industries or
 

large pool of the
occupations will be replaced by drawing on the 


unemployed or under-employed.
 

We shall first summarize the results obtained, then describe the
 

In the case of both models, it is assumed
methodology in some detail. 

the export market, so that
that all foreigii investment will be focused on 


total direct value added 2/ generated by the foreign investment would be
 

equal to total net exports (gross exports less imported inputs).
 

value added abstracts from the Keynesian income multiplier
2/ "Di-:ect" 

effect, but includes the income directly generated in the production
 

of all domestically ps-oduced inputs.
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Results 

mdel IIThe results obtained are as follows$ model I 

34.2%
42.6% 

Internal Rate of Return 


Net Present Value with a 10%
 

annual discount rate 
 10.8 7.3 
USl)


(in millions 


15%with a
Net Present Vj!..1e 

7S$
 
7.1 4.5discount rate 


(in millions 


Net Present Value with 
a 20%
 

4.6 2.7discount rcte 

(in millions 

US$)
 

Employment Generation
 

Total (including employment 5,234
10,468 

multiplier effect) 


5,234 2,617

Direct only (excluding employment
effect)
 
multiplier 


These are clearly very 
high rates of return, 

r.:rtcul-irly when
 

account is taken of the fact that these calculations 
are in terms of
 

shows that the net present
 Note that Model I 
constant US dollars.
 

value of the benefits 

3/ 
from the investment promotion 

project, when
 
amount


10%, exceeds the total 
rate of 
average annual 
discounted at an 


investment promotion over 
the five-year "Life of project"
 

spent on the industries directly
 
Direct employment generation 

(in I,
period. I, and 2,617 under Model 


affected) is estimated at 5,234 under Mode] the
 

while total employment 
generation, including 

the employment impact on 

to thesut,,e':cother activities

the inputs and on
producing I, and halfindustries 

ffect, is estimated at 10,468 
under M,.del 


income multiplier these estimates (admittedly
basis foiII. Thevnder Modelthat number the Methodology Section.
 

very crude) is discussed further in 


Methodology
 

The first step is to establish, on the 
baiis of -jvailahleempirical
 

way be ez.pected toinformation, a link between 
the investnent promot;ion 

expenses and the
 

that these promoL;on expenses 
foreign investmenttotal 

hdollarsto constaarwere reduceddollar projections equal to3/ Currciit be 5.5%,rate ,1illUS inflationthe annualthatassuming over '.79-89.inflationthe average annual rate 
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The first
 
The relevant estimates are 

presented in Table I. 

generate. 

the scheduled amounts of investment 
in the
 

line of the table shows 

project that AID plans to undertake 
over the five-year project 

The second line indicates 
the assumed ratio 

implementation period. amount of direct foreign investment
 
between these expenditures 

and tile This
 

that these promotion expenditures 
are expected to yield each year. 


In Costa
 
the most crucial assumption 

of the model. 

ratio probably is investment
 

the CINDE study suggested 
that $6.9 million spent on 


Rica, foreign investment
million in 

promotion over 1987-88 gave 

rise to $47 4/ This
 

directly attributable to 
investment promotion during 

this period.

on investment
i.e. $1 million spent
-


This
indicates a ratio of 6.8 
to 1.0 

total foreign investment. 

promotion resulted in $6.8 million in 

We decided,
 
as being far too optimistic for Bolivia. 


ratio struck us 


to adopt a much more conservative 
ratio of 3 to 1 in our
 

therefore, 
Line 3 of Table 1 was obtained 

by multiplying tile figures
 

projections. 

in line 1 by a factor of 

3.
 

foreign investment in
 
line 4 (showing the amount 

of 

The figures on line 3
totals on 


each of the four sectors) were obtained 
by dividing tile 


foreign investment would 
be equally
 

by four, on tile assumption that the 


distributed among four major 
3e.-tors, viz. agriculture, 

textiles, wood
 

This assumption
 

and wood products, and "various 
manufactured products". 


for assuming any particular
 

is obviously arbitrary, 
but we have no basis 


distribution of foreign 
investment among the major 

economic sectors.
 

now ready to move from direct 
foreign investment to
 

We are is
This 


estimating the value added 
resulting from this investment. 
 Table
 

of the input/output table 
elaborated by INE. 


accomplifhed by means input/output
 
highly summarized form the 

results of the 

2 presents in - agriculture, textiles,
 

analysis as applied to our four major categories 
 In the case
 

wood and wood products and 
"various manufactured products". 
 broken
finished output is 


of textiles, for example, a dollar spent 
on 

is spent

imported inputs, 40 cents 


22 cents is spent on 

down as follows, 


domestic inputs other than 
salaries, 24 cents goes for salaries and 14
 

on that all profits are
 If we assume
on profit.
cents remain for 

assumption), the amount of value added
 

repatriated (a worst--case (i.e. the amount
 
the country would be 64 cents 


generated that remains in 


spent on domestic inputs and salaries) for every dollar of gross 
output.
 

foreign investment
 
We are now ready to estimate 

the impact of 

gross output (assumed to 

be
 
line 3 of Table 1) first 

on 

expenditures (in 

net value added. This is done in Table
 

to gross exports), then on 

equal 


1) and Table 4 (Model II). 
Focusing on Table 3, note 

that
 

3 (for Model 


the first two lines (investment promotion expenses 
and foreign investment
 

The CINDE study took car,. 
to separate total foreign investment from
 

4/ the AID
 
the foreign investment that 

could be attributed to 


Its analysis focused only 
on the
 

investment promotion project. 


latter.
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Line 3 of Table 3,

from Table 1.
carried over
in each sector) were 

a result of prior year
sector as 

showing "total output generated 

in each 

the following ansumptions 
a direct foreign 

is based on
investments" in gross exports of 50
 
in year I produces an increase 


investment of $1.0 3 and in
cents in year 

in year 2 (we assume a one-year 

lag) and 75 

cents a much more
 10. This assumption is 

each year thereafter through 

year 


conservative version of 
the Costa Rican experience 

which showed an
 

direct
each dollar of 
in gross exports for 

average increase of $1.15 line 3 of Table 3 

the basis for 
This assumption is 

foreign investment. in year 2 results
 

a 
foreign investment of 
$1.43 million 


which shows that .50) in
million ($1.43 x 

(or gross exports) of $0.72 
gross output ain a year 2 results in 


million invested in 

year 4, the $1.43 
year 3. In 

.75), while the $1.5 million
 

qross output of $1.07 million 
($1.43 x 


that same
$0.75 million in 
in an output of
3 results
invested in year gross output resulting from
in 


year. Thus, $1.82
in year 4, the total increase 

plus $0.75
2 and 3 is $1.G7 


foreign investment in years
the 

line 3 is based on the same
 figures on
Each of the
million. foreign investme)t


it is assumed that the 
In each case,
methodology. 
gross output (or gross exports)
impact on one year has an
undertahen in 

Note that the total output figures reach
 
of the following years.
in each 

a maximum in year 7 and remain constant 
thereafter.
 

from gross output (or gross exports) to net value 
added, we
 

To move 
 For example,
 
utilize the input/output coefficients 

presented in Table 2. 


40 cents out of every dollar is
 
note that 


in the case of textiles, we 
 in year 3,

Table 3 shows that 


spent on domestic inputs (See 
Table 2). 

(line 3).
four sectors
of the 

$0.72 million was spent in 

each 
entered foris the figure

by 0.40 gives us 0.29, which
$0.72Multiplying Domestic Intermnediate Consumption 
the line corresponding to 
textiles on 

same manner, the figure for salaries was
 

for year 3 in Table 3. In the 


obtained by multiplying $0.72 
million by 0.24 (the coefficient for
 

the salary line
 

salaries from Table 2) yielding $0.17 
million, entered on 


obtain eachutilized to 
The same methodology was 
for year 3 in Table 3. 
 3.
 
of the figures in the body of Table 


represent the difference
 
The Net Value Added figures 

in line III 


and the Investment Promotion
line II 

between Total Value Added 

on 


These Net Value Added figures 
were then deflated by
 

Expenses on line i. (assumed to be 5.5% a
 
increase in the US price level 


the projected annual 

figures in constant US dollars.
 

as over 1979-89) to express the 
year, 


the same methodology.
is based on 

Table 4, illustrating Model 

II, 

labor
that only half the 
that table 4 assumes 
The only difference is 


employed as a result of the investment program would 
have been remained
 

ofthe salary line for each 
Thus, the figures on 

unemployed without it. 
Table 3.
 

the four sectors are half 
the level shown in 


Estimates of the employment impact are based 
on the ratios of total
 

the four major sectors presented
of 

investment to job generation for each 

The direct employment estimates 
refer to total employment 

in Tahle 5. 
 the
 
direct foreign investment 

projected over 


generated after all 
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four-year LOP period has been completed. Total direct foreign invest:ment
 

expected t result from the investment promotion project over the 

for each sector. Thus, for 
four-year period comes to $!.68 million 


figure of 1,415 jobs generated in textiles
 
textiles, for example, the 


(see line 2 of Tabie 5) was obtained by dividing $6.68 million by $4720
 

(the estimated amount of investment required to 
generate 
one job in that
 

for the data used are cited in Table 5. The total
 
industry). Souirces 


(direct plus indir--ct) were obtained by assuming an
 employment estimates 

significant as
2.0. The inditect effects are
employment multiplier of 


the impact on the industries producing tile inputs, as well 
these 	 inciude 

the income multiplier
as tile impact on other activities subject to 


impact in Model. II is half that projected for 
effect. The net employment 

Model 	I.
 

Sensitivity Analysis
 

key variables that significantly affect
There are three 
our
 

net exports.
the impact of the project on value added or 
projections of 

the foreign investment,


The first relates to the net employment impact of 

I and II. Tile
taken into account in developing Models
which was already 


other two refer t. the relationship between the investment promotion
 

each sector resulting therefrom
investment in 


our analysis

expenses and the foreign 


(with 	a one-year lag), which we have assumed to be 1 to 3 in 


(i.e. 	I dollar in investment promotion expenses will generate a total 
of
 

direct foreign investment) Our sensit:ivity analysis will reduce

$3 in 


to 2, i.e. every dollar spent on investment promotion
that ratio to 1 

$2 in new foreign investment.
will eventually result in 


A second key assumption of the analysis was that each 
dollar of
 

foreign investment in year 1 would result in additional gross exports of
 

the third year and in each
 
50 cents in the second year and of 75 cents in 


we have reduced the
 year thereafter. In the sensitivity analysis , 
30 cents in the second year and to 50
 assumed impact on gross exports to 


third year and each year thereafter.
cents in the 

show highly positive IRRsThe results obtained (see Table 6) still 

in three out of four cases. Even under Model II (which we think is too 

in the most unlikelypessimistic), we still get a high IRR of 22%, except 


situation when all worst-case assumptions are used in combination. Even 

11%, still an acceptable outcome
in that event, the IRR declinus to about 

the fact that the projections are in real terms
when account is taken of 

(i.e. 	expressed in constant US dollars). 

Conclusion
 

of the proposed foreign investment promotion programExpenditures 
over the life of the project. The most 

are projected at $8.9 million 

important benefits that would accrue to the economy include (1)
 

additional foreign investment of about $26.7 million, (2) net export
 

earnings between $38.2 million and t48.3 million, in current dollars,
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next ten years, and (3) new 
jobs estimated between 5,234 and
 

over the cost
 
is estimated that the investment 

promotion program will 

10,468. It 


between $850 and $1700 for every 
direct and indirect job generated.
 

Thus, the investment promotion 
program will contribute significantly
 

foreign
 
and directly to Bolivia's major 

economic needs, the generation of 


exchange, higher output and 
productivity, and the reduction of the high
 

other economic
 
There are, in addition, a number of 


unemployment rate. - such as
 
benefits that the analysis 

did not attempt to quantify 


technology transfer, economic 
diversification, and development 

of the
 

the variables that were
 as important as 
- which may be
industrial base, 


quantified.
 



Table 1 

INVESTMENT PROJECTIONS 

inmai :nuesnmerit --omotion 
-,peres ,{Mi . '2f "."1.90 

•"zcr,:cr,=.fTot-.,!-,irec, zcreicn 
Investment to ;nvestment Promotion

endure5 

'2 

Yer 1 

-'.2.0 

-­3 

2.0 

., 

Yar 
Y2"ear 2 
*~i2ea 

.0"2.00 

3:1 

Y"-ar J 
Yr 1 V er~Y%-ar9 

I... 

2.3:1 

e'r-:" 

.000 

3:1 

. 

2:1 

".r/ 

.1000 

0.030 

3:1 

'e.r9 
Year 

0.000'3 

3:1 

" -r" 
'f~ear0 

0 

3:1 

Epected nitta!
investment 

Tota! 
f 

oreon 
) .­ 6.00 6.00 6.00 3.00 0.00 0.00 0 00 0.00 

Amount :t ivestment in Eacn .af Four 
Prjie Cted Se,=ors" 

ss,-mrng eual dli. btion of 
ioreian investment amonq them. 

• " ..... 1 .4- 1 .5 0 .50 1 . 0 .75 0 .0 0 0 .0 0 0 .0 0 .0 

Aqnculture. Textiles. Wood and Wood Products. and Various Manufacturinq Products. 
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2Table 

. .. 
BFEAKDOWN OF INTERMEDIA[E CONSUMPTION AND VALUE ADDED 

DOLLAR OF OUTPUT13 ~~~PER 

PIioDUCTSPRODUCTSTEX'rILESAGICULTURqE 

1.001.001.001.00 
TOTAL VALUE OF PRODUCTION 

0.040.290.220.09 
IMPi"XITED INPUTS 0.71 0.9(;0.7"10.91 

0.22 0.00.400.05VALUE A)I)E) 
0.24 0.09 0.190.13-Doiestic Inputs 

0.01 0.000.00 0.00 
- Sa 3ries 0.070.00 0.10 0.39 
-Indirecl Taxes 

0.73 
(assumed i epallialed)-Plofil 
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TOTAL VALUE ADDED RESULTING FROM THE INVESTMENT PROMOT;ON PROGRAM (1) 
L er a T.n-Yea. Ponod) 

Y'a afar2 
.7Aill a( 51 

fedat31 t r- 0,&3r 5 YYr' fat. Yiar 3 'fiir~ Y. -a 
,. !NVESTM% T pF#AOT)ON EXF O-NSES

,eian nve*vmrn ;n -acm So--:or 
.Tm Cuiout Ge n*rated in E.ach Sectoras a Result zf .- tor Year Investmenr 

l. TOTAL VALUE ADDED (Unmid utgr) 

I -Cho 

0.00 

"2.^0 
1.42 

0.00 

2.0.0 
1.50 

0.7"2 

121 

2-00 
1.50 

1.32 

3.01 

1.00 
1.!0 

2. 

4.34 

0.00 
0.75 

4 03 

6.58 

0.00 
0.00 

4. '2 

7.20 

0.00 
0.00 

5 01 

0.21 

0.00 
0.00 

5.11 

3.00 
0.00 

5.,31 

I 

A GRICUL-JREEanomc aeneqg 
*-3om! vic lrwrmtdize Consumption 

*-e w-tTal*-et ndirect Tax ut 
orpow:.Taxus 

0.14 
0.04 

0.09
0.00 
0.01 

0.34 
0.09 

0.24
0.00 
0.01 

2.34 
0.15 

0.3a
0.00 
0.01 

0.74 
0.20 

0.13
0.00 
0.01 

e 
0.34 

3.6.z 
0.00 
0.01 

0.. 
0.25 

0.63 
0.00 
0.01 

0.25 

0.6,
0.00 
0.01 

0.25 

0.95 
0.00 
0.01 

,TEXTILES
Eo-omic Bnefit 

-omest Inte t 
-Saan s 
-rot Indict Tax as 
,Corpoeat Tax 

Consmpio 
0.47 

0.29 

0.17 
0.00 

0.01 

1.17 
0.73 

0.44 
0.00 
0.01 

1.90 

1.13 

0.71 
0.00 

0.01 

2.52 

1.3 

0.!9J 
0.00 
0.01 

3.1 0 

.3 

1.16 
0.00 
0.01 

3.22 
2.00 

1.20 
0.00 
0.01 

::-22 

2.00 

1.20 
0.00 
0.01 

3.2 

1.'0 
0.0 
0.31 

WtY3 AND YACCO!Economic Benefits PRODUCTS 

-Coitio, IrW niat* 
- S noi 
-N r~t Taje0.01 

Corporate Tax&s 

Consumption 
0.24 
0.1 & 
0.06 

0.01 

0.59 
0.40 
0.1 6 
0.02 

0.01 

0.95 
0.65 

0.27 
0.03 
0.01 

1.-31 

0.20 
0.37 
0.04 

0.01 

1.55 
1.06 
0.43 
0.05 
0.01 

1.61 
1.10 
0.45 
0.05 

0.01 

1.61 
1.10 
0.45 
0.05 

0.01 

1 .1 
1 .. 0 
0.45 
0.05 
0.01 

VARIOJS MANL:FACTXJRED =onomc Benefits PRODUCTS 

*-Comestr In rm.diate Consumption 
- San l Te 
-4t Indirect T axes 
-Coracrat. Taxes 

.ETt -10 -. 00 

0.:6 
0.22 
0.14 

0.00 

0.01 
-0.7? 

0.90 
0.!S 
0.:5 
0.-10 
0.01 
1.01 

1.45 
0.98 
0.56 
0.00 

0.01 
3.34 

2.01 
1.22 
0.77 
0.00 
0.01 
6.6a 

"2.7 
i.45 
0.92 
0.00 

0.01 
7..0 

2.46 
1.!0 
0.35 
0.00 
0.01 
321 

2.46 
1.0 
0.,25 
0.00 

0.31 
3.21 

2.46 
1.!0 
0.95 
0.00 
0.01 
3.21 

V. NET. VALUE ACED Conscux n -1.30 -1.20 -.. S7 .31 2.a4 4.34 5.-42 5.Z5 5.07 4.90 

* nterra Rate of Rtum =ontoma) 42-64A 
met P?.Osefw Vak. at 10a disc. rate 
Net' "esen Value at i 50m aiSc. rate 
Net Presnt Vllu. at :01/0 Cds ..-te 

10.17 

7.07 
4.57 

million of doaibrs 
mdulon of aoilars 
million of olarts 

.I) 

IL-. 

Assuminarat ad iuoor emoioyea as resul 

L 

of tfis investment oroaram vouio ?UvC aetn .Jf .nltoove .Vt-,aol.,.t ia...oil.U r duct of toor a 0). 



TabIe 4 

TOTAL V.LUJE ADDED RESULTNG FOM-THE iNVESTMENT PROMOTiON PROGRAM (1) 
,,vr" Tin-Year Per,. 

'Mii;of S, 

ear I eaf-2 year YearA tar. 5 Yeark! "Year7 Year S Year9 Y9ar 10 

!.,!vc1__' 7 P._.' .OT' EXPENS S .90 2.00 2.00 2.00 1.00 0.00 0.00 0.00 0.0(). 0.00 
!Fore'on Investment in E.ac,.S.ctor 1.42 1.50 1.50 -0.50 0.75 0.00 0.00 0.00 0.00 
:Tc ­"Cutou Girwad inEh S.ector 

:* as a FResuh of nor ,'ear Investment 0..- 1.99 30, 3 .9" .9 .9 3.4 

:H. TOTAL VALUE ADED (Undilck -'ed) 0.00 0.00 0.98 2.42 2.89 5.22 6.2M 6.45 6.45 6.45 

;,AGRICJL7URE 
;Economic Se efrs 0.09 0.23 0.36 0.44 0.4i 0.46 0.46 0.46 
.- Domestic Irtermedgate Consumption 0.04 0.09 0.15 0.19 0.20 0.20 0.20 0.20 
S0ana ^.05 C 12 0.20 0.24 C.26 0.26 0.26 0.26 

:-Ne" indirect Taxes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
-Corporale Taxes 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 

iTEXTILES 
'Economic Benefits 0.48 0.96 1.54 2.13 2.F2 2.62 2.62 2.62 
:-Domestic lnte..-me.te Consumption 0.29 0.73 1.18 1., 1 .3 2.00 2.00 2.00 
- Sakanes 0.09 0.2 0.25 0.49 0.58 0.60 0.60 0.60 
-Not Indirec" Taxes 0.00 0.00 0.00 0.00 0.30 0.00 0.00 0.00 
-Corporate Taxes 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 

WOD AND WOOD P.RODUCTS 
1.-onomc Beneffts 0-21 0.51 0.82 1.13 1.14 1.29 1.9 i.29 
!-Domestc Intermediate Consumption 0.16 0.40 0.65 0.90 i.1.10 1.10 1,.10 
,-Salanes 0.03 0.08 0.13 0.19 0.2 0.23 0.23 0.22 
-Net Indirect Taxes 0.01 0.02 0.03 0.04 0.05 0.05 0.05 0.05 
-Corporat Taxas 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 1 

IVARIOUS MANUPACTURED PRODUCTS 
:Economic 8envns 0.29 0.72 .17 1.62 1.21 1.?9 1.99 1..9 
!-Drmesti , Intermediate Consumotion 0.22 0.55 0.89 .22 1.45 1.50 1.50 1.50 

Sataries 0.07 0.17 028 0.39 0.46 0.48 0.49 0.46 
.- Net Indire-t Taxes 0.00 0.00 0.00 0.00 o.o 0.00 0.00 0.00 
'-Cooorate Tax.; 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 

Ill.NET VALUE AfDOE (1l-1)(In C4frtr S -! .90 -2.00 -1.02 0.42 2.89 5.22 6.23 6."5 6.45 6.45 

:IV.NET VALUE AD= in Consum -In -1.-.8.0 -0.87 0.34 2_..!' 2.3.6 429- 4.", 23_9 2.78 

:Imerly Rate a(Return (Eiorwomi) 34._Z1 Q' 
!Nit Present Value at . 0-,Idis.:. rate 7.32 million of dollars 
!Net Present Vaiue at 154t aisc. rate 4.52 milkon of collars 
tpN*ItPresInt \,',ui at 200t: disc rate 2.S" million of coliars 

i mv
!C1)'IA$$umina.trnati-alf of ino, izOOr tmoioved as a resut oi this invesimont proarAm wouid have neen unemio-'ed witho=r it (i.t. marainrai Pro=ouc equals hagf iho averago takary,poriad'.. 



T1atble 5 

weMIOYML--NT GENERATION , 

1,1 52
'Atlicui,urC (Ve5,O0jotY'A1) 

Il'extiles (t ,7201j0hb)(.2 ) 974 

I'Wood aid Wood Piodhots j G,01jol)(l) 97'1 

Vat ious Mrnufact .Pod.ts . A ( 3,945/jOI.)(1 1,693 
5,2341 

Total I3irect Employment Genetatiorl 

= 2.0
Assumed Employlnent Multiplier 
Total EitoymeF Efflct 10,1 fi 

lthe lacl-: of clata, this ratio of illestietit• QOwinq to 

emhploymenIt telerated is for agroindushly.
 

,h.h Averaqinq availaile (lata of spoitintg joods,
 

electlmics/oslata ently, souvenirs, agromlustrY
 

and pharmacehticals.
 

SCUIRGES: 
(1) Project Development Assistalice Pro(ttam, prepared 

1Ic., 
loe USAID/RDC)IG by Lroujis Belrger Internationall 

taken from Atlhur D. Little 198'j Evaluation: "USAID 
t-

Private Sector On-l-emlin ProclUifs". 

(2) CINDE's Mati'etinq Division, II Qualler Repot, 1990. 



-rable 6 

SENGIIIVI[YANALYSIS) 
FesteIl 

DirectjPropotifil, ufTot3l 
Io hwI~lestmetlflti Pon1oll Expeditures 

I I3iec'c! Fei eks 5t~flet in) Year I 

(3rd Year alid C-)
(?.id Year) 

MODEL I 

-. 15 . ,"/.)IRR: 27..6, 
.30.90 

MODE L Ii___ 

IRR: I2:I. 22.'"'(h
(.' 0.79 

1,. ..IFIR: 0.',
.30.50 

Iheritjut s 
tesui'of maiii model (tised in text). 

Shaded boxes lelresew!NOTE.-
show results of sensitivity ainalysis. 


