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C H A P T E R I 

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

PROJECT BACKGROUND AND HISTORY 
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Cuba is the world's largest sugar exporter. With sugar 

accounting for the bul~ /ca. 80%/ of export earnings and 

around 9% of national income, overall economic performance of 

the country is still heavily influenced by this branch. 

The importance of sugar production for Cuba's economy is 

unquestionable but its high dependancy on this item may be 

considered as a drawback, largely exposed by the recent inter

national market situation. Extrem~ly low international sugar 

prices in recent years have created an unfavourable situation 

for Cuba's economic development. 

Since 1971 diversification of the economy has been the 

central feature of economic policy in Cuba. The diversifica

tion, however, has proved to be a difficult and long term 

process. Thus, up to now, sugar 1~ central to income genera

tio1, even within the industrial sector. 

This is the main reason why the Cuban government attaches 

great importance to the implementation of two objectives of 

economic policy: 

- expansion of sugar by-product industries1/; 

- promotion of non-traditional exports connected with sugar 

industry; 

Production of furfural, torula yeast, sucro-chemicals, 

board, pulp and paper have been planned to grow and are trea

ted as priority. 

In line with these plans, among others, a large bagasse 

pulp and paper mill at Jatibomico /equipped by Creusot-Loire, 

France/ was constructed, technology to manufacture textiles 

from bagasse was developed in cooperation with G.O.R. and the 

largest run destillery has been under construction. 

1/ -•rt has become increasingly clear in recent years that the 
future of the sugar industry depends on its successful de
velopment of 5ugar by-products". O. Almazan del Olmo: "By
products of the sugar industry in. Cuba", in: Appropriate 
Industrial Technology f9r Sugar,UNIDO, ~onographs .Jn App
ropriate rndustrial T~crnology, No.8, UN, ~le41 ~ark, 198:J, p.81 
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The production of newsprint from bagasse, a sugar by-pro

duct still in abundance in the country has been identified as 

a further opportunity to maintain this orientation. Simultane

ously bagasse newsprint, being a substitute for imported news

print could ensure self sufficiency of Cuba economy in this 

field. 

The Cuban Institute for Sugar Cane By-Products /ICIDCA/ 

was carrying in the 1970's some investigation concerning tech

nology in question. The results obtained were promising. Ori

ginal technologies using sugar cane bagasse for production of 

pulp and different types of paper - among them newsprint - were 

developed. 

Research on the chemi-mechanical bagasse pulp in laborato

ry scale began ~n ICIDCA about 1970. 

In 1973 some studies about impregnation of bagasse with 

caustic soda were carried out. This process has been patented. 

From 1974 to 1978 different products for impregnation were 

tri8d, as well as bleaching with hydrogen peroxide in the tower 

and inside ti~ refiner. An extensi~e research has been carried 

out on the characterization of pulps. Properties of the pulps 

obtained with caustic soda impregnation were considered to be 

suitable for newsprint paper-making, low quality printing and 

writing papers and light-weight-coated papers /LWC/. 

The cold soda chemi-mechanical pulping process was started 

on semi-industrial SLale in Cuba -9 Project Installations in 

Quivican and newsprint paper of good quality was obtained with 

furnishes contair.ing 75-80% of bagasse pulp. 

Own technology achievements were supported therefore b~· 

cor.siderable exDerience in the field of know-how. 
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According to Cuban experts opinion the newsprint paper 

obtained could be used basically for newspapers and magazines. 

Moreover, it would be possible to use it in printing cheap 

books and copybooks. 

On the basis of positive results in the field of technolo

gy an idea has been formulated to proceed with industrial, large 

scale production of bagasse based newsprint. 

The possibility o: foreign participation in the project 

has been considered, so the possible investment could be car

~ied out as a joint-venture on the basis of new Cuban law from 

198221 • 

According to the declaration by ICIDCA's experts1 / the pro

ject sponsor on behalf of Cuba would be the Ministerio del Azu

car /MINAZ/, that could apport a share of the equity, supply 

the process technology, part of the engineering and design and 

act as t~e legal agent of the enterprise i.1 the country. 

Other Cuban enterprises, belonging to the Ministerio del 

Azucar could undertake other parts of the project such as con

struction ar.d in~tallation of facilities with some technical 

assistan~e of the suppliers, in case of basic equipments. 

It was expected on the Cuban side that despite the over

production of newsprint in developed countries, the Third World 

countries, due to the demographic increase, low level of pre

sent consumption, and the efforts to achieve a higher educatio

nal level would represent constantly growing demand for news-

------------------------------------------------------------·--
2/ 

3/ 

- Regulations complementing Legislative Decree 50, of Feb-
ruary 15, 1982; Camara de Comercio de la Republir.a de Cu
ba, September 1982 

- Compare Appendix 1, p. 10-12 

• 
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print. Thus, consumption of newsprint in developing countries 

was supposed to increase more rapidly than in the developed 

ones. 
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C H A P T E R II 

==================== 

MARKET AND DEMAND STUDY 
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1. Newsprint in the World Markets. 

1.1. ~~~~~~E!~~~ 

Newsprint, a paper generally made of mechanical pulp and 

produced mainly by the North American and Scandinavian i!ldus

tries, is one of the majcr paper and board commodities. 

Newsprint is accounted for ca. 20% of total paper and 

board tonnage consumer in 1969, for ca. 15% in 1980. 

The largest consumers of ~ewsprint are traditionally the 

OECD countries with a share of 85% in 1960 and 77% in 1980. 

During 1960-80, the countries in the third world increased 

newsprint consum~tion by ca. 200%, while the total world con

sumption grew by less than 100%. 

YEAR 1960 1970 1980 

1,000.000 tons 

WORLD 14.1 20.8 25.9 

OECD 12.0 16.9 20.0 

COMECON 0.6 1.4 1.8 

THIRD WORLD 1.4 2.6 4.2 

/Source: PPI, November, 1984/ 

Si~ce newspapers and related products like weekly supp

lements, free sheet and advertis~~~ inserts are the biggest 

printed products to use newsprint, countries with high news

paper ci~culation as well as annual quantity of issues and 

pages consume a major part of th~ world newsprint production. 

The numler of issues and pages printed is highest where the 
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share of advertising content is high. In the United States, 

newsprint consumption consists of two thirds advertising and 

one third editorial material. Consequently, the US per capi

ta consumption o~ newsprin~ consists of ca. 25 kg advertising 

and 14 kg editorial material. 

In the Nordic countries, w~~re newspapers are partly sub

sid!zed by the government, the share of advertising is higher 

in the regional papers with high circulation coverage. On the 

average, at least 50% of the per capita newsprint consumption 

/ca. 30 kg/ is caused by advertising-

In the remaining OECD countries, we estimate the adver

tising share of newsprint consumption, to reach at least 10 kg 

per capita. 

Since newspapers in many COMECON and third world count

ries do not publish advertising for commercial purposes and 

the press in many cases is a medium for carrying government 

and other official messages, the levels of consumption are 

much lower than those in the OECD countries and can hardly be 

expected to reach them. 

1.2. Production 

In the mai~ OECD areas, North America, Western Europ~ 

and Asia/Oceania, newsprint demand is to an increasing extent 

covered by the producers in the respective areas. 
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Area 
Consump':ion Production I % Change from 

million tons million tons 11960-6~.Produc-
I ion 

NORTH AMERICA 
I 

Canada 1.0 8.9 I 46 

U.S.A. 11.0 4.8 I 153 
I 

Total 12.0 13.7 I 73 
I 

OECD EUROPE I 
Scandinavia 0.7 4.0 I 135 

Others 5.3 2.2 I -3 

Total 6.0 6.2 I 51 
I 

JAPAN 2.6 2.6 I 225 
I 

AUSTRALIA AND 
I 
I 

NEW ZELAND 0.7 0.6 I 
215 

I 

The East European COMECON countries produced in 1983 /CPPA 

1983/ 1.8 million tons of newsprint, while the apparent demand 

reached 1.7 million tons. 

Africa's net imports were in 1983 ca. 52.000 tons, ca. 26% 

of the apparent demand. 

Asia imported in 1983 ca. 1.0 million tons, roughly one 

half of the apparent demand. 

Latin America, traditionally one of the mos~ import-de

pendent newsprint consumers, produced ca.44% of the total app

arent demand in 1979 and 49% in 1983. 
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I Consumption I Production I % Changes from 

Area million tonslmilli.:-n tons I 1960-62 Produc-1 
I I I ti on 

EASTERN EUROPE 1.8 1. 7 143 

AFRICA 0.4 0.3 1400 

ASIA /excl. 
Japan/ 1.8 0.9 125 

LATIN AMERICA 1.2 0.6 280 

According to the above sta+istics, the OECD countries 

produced roughly 23 million tons and consumed ca. 21 million 

t~ns of newsprint in 1981. They were net exporters with ca. 

I 
I 
I 

2 million tons of production in excess of the apparent demand. 

Theoretically, tL_s surplus production could be consumed by 

the African, Asian and Latin American areas. The productive 

capacity in most OECD countries, especially in North America 

and Scandinavia could easily be expanded and utilised to sup

ply even increasing net import demand in the Third World. 

Political, social, strategic and economic considerations, 

however, combined with technological progress and new local 

sources of newsprint raw material are causing a major shift 

towards increasing self-sufficiency in the developing coun

tries, especially in Asia and Latin America. This is to be 

seen as part of the accelarating drive of the developing coun

tries to subsitute local production for imports in all paper 

and board categories. 
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~~~!:~~!!~~~~~~r-~~-!~~-!~~~~-~~~~~~-:~!~~~-~~E~~-~~~-~~~~~" 
~~~~~~~~~~-~~~~~-~~~~~~~~-~~~~/ 

PRODUCTION AS PER CENT OF DEMAND 

REGION 

ASIA 

LATIN AMERICA 

AFRICA 

THIRD WORLD TOTAL 

1950 

69 

68 

13 

59 

1980 

79 

89 

69 

80 

If and when the major areas of the Third World reach 

self-sufficiency in newsprint production, and because these 

cyclically sensitive industries historically tend to under

take simultaneous investments in steeply rising capacities 

by installing new, large-scale and optimum-size machinery 

and equipment, temporary difficulties will result from over

capacities and low operating rates. 

This situation resembles earlier crises in the news-

print industry. Over 20 years ago Arne Sundelin described 

the situation in Western Europe as follows /FAO: Pulp and 

Puper Prospects in Western Europe, Munich, 1963/: 

" There is no doubt that the large newsprint standby 

capacities in 1965 in Western Europe and North America will 

exert a considerable pressure on the world newsprint market 

in the immediate and near future". 

Sudelin predicted, that this could cause a co~lapse of 

prices, voluntary curtailments of production and capacity 
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transfers to other grades of printing and writing papers. 

In the ear~y 80's, once again, we have witnessed all these 

developments. 

2. Newsprint and Other Printing and Writing Papers. 

~~~~~~E!~~~-~~-~~~-~~~~!~~~-~~~-~~~!~~~-~~E~~~-!~~~~~~~~-~~~~E~~~! 
In Million Tons /PPI, November 1984/: -------------------------------------

AREA 1960 1980 Index 1960=10C 

WORLD 
Newsprint 14.1 25.9 184 
Other PR/WR 13.3 40.3 303 

Total 27.4 66.2 242 

OECD 
Newsprint 12.0 20.0 167 
Other PR/WR 10.5 32.1 306 

Total 22.5 52.1 232 
I 

COME CON I 
Newsprint 0.6 1.8 I 300 
Other PR/WR 1.3 2.4 11 185 

Total 1.9 4.2 I 221 I 
THIRD WORLD I 
Newsprint 1.4 4.2 I 263 I Othn PR/WR 1.6 5.9 I 369 

Total 3.0 10.1 I 337 
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AREA 1969 1981 Index 1969 = 100 

OECD - TOTAL 
Newsprint 16.373 21.051 129 
Other PR/WR 20.340 32.453 160 
- Uncoated /14.553/I 22.143 152 
- Coated /5.134/I 10.310 201 

OECD - EUROPE 
Newsprint 5.145 5.955 116 
Other PR/WR 8.170 12.762 156 
- Uncoated 6.416 8.623 134 
- Coated 1.697 4.139 243 

NORTH AMERICA 
Newsprint 9.455 11.827 125 
Other PR/WR 10.358 15.528 150 
- Uncoated /6,828/I 10.528 159 
- Coated /2.934/JE 4.673 159 

JAPAN 
Newsprint 1.773 2.603 147 
Other PR/WR 1.812 3.610 199 
- Uncoated 1.309 2.276 174 
- Coated 503 1.334 265 

I - Figures in brackets are estimates 

During 1960-80, :he world consumption of newsprint grew by 

84%, while the consumption of other pr~nting and writing papers 

was trebled. In the OECD markets the difference in growth rates 

was still more distinct: other printing and writing papers grew 

at nearly double the rate of newsprint. 

The OECD markets represented 82% of the world consumption 

of the other printing/writing papers in 1960 and 79% in 1980. 
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The COMECON countries increased their consumption of news

print by 200% and other printing and writing papers by 85%. The 

Third World consumption grew rapidly in all printing/writing 

categories. 

Among the other printing/writing catego~ies, coated papers 

incr·eased their share of consumption most rapidly. In the OECD 

countries, coated papers grew in 1969-1981 from ca. 5.1 million 

tons to 10.3 million tons. The growth was fastest in OECD-EUROPE 

and JAPAN, where the consumption of coated papers increased from 

2.2 million tons to 5.5 million tons. 

3. Newsprint Demand and Supply 1980-1995. 

3.1. Previous Forecasts 

Generally speaking, newsprint consumption in the 1970's 

and 1980's has g~own at a slower rate than previously predic

ted. One obvious reason is the slow economic growth in 1973-82, 

difficult to forecast with the information available in the 

sixties. 

FAO forecasts of 1963 and 1967 were excessively optimis

tic as to the growth prospects in the early seventies. FAO 

1967 forecast predicted that newsprint consumption in Western 

world would hit 6.5-7.2 million tons in 1975. After having rea

ched 5.5 million in 1973 the consumption has actually not grown 

at all. The 1983 figure /CPPA/ was 5.5 million tons. The fore

cast published by FAO in 1967 /Wcod: World Trends and Prospects/ 

projected the world consumption of newsprint to grow in 1961-

1975 by 82% and other printing and writing papers by 115%. 
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In 1975, newsprint was over 3 million ton~ short of the 

forecast and other printing and writing papers nearly 4 mil

lion above it. Concerning newsprint, the forecast proved to 

be optimistic about Europe and the Third World, pessimistic 

about North America. 

" . . The Poyry group predicted in 1979, that the West European 

newsprint consumption in 1990 would be one third higher than 

in 1977, or grow by some 1.7 million tons. The information 

available today suggests that the predicted consumption level 

will not be attained by 1990. 

The operating ratio /rate/ expresses the proportion of 

production in per cent of the nominal, rated or maximum capa

city. 

In the newsprint industry, the operating ratio has histo

rically been closer to 80 than to 90%. 

In · e favourable business condi~ions of mid 1950's the 

West European ratio could even reach nearly 100% but in 1958 

it was 83% and in 1965 81%. 

In the Nordic countries it could go down to 75% even in 

the sixties. In the seventies, world capacity was nearly fully 

utilized. 

In the North American newsprint industry, the operatin5 

ratio was 86-88% in the 1920's, 62-7n% inthe 1930's and 93-102% 

in the 1950's. 

In the Latin American cpuntries the average operating ra

tio 1979-1983 was 80% • 
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3 • 3 • ~~E~~~!l_~~E~~~~~~ 
Economic prospects, productivity pressures, and new 

market opportunities, competition for raw material and the 

benefits of integration and '?timum size have in the past 

led the newsprint producers to expand mill capacities and 

create supply surpluses, which have depressed the prices and 

caused grave financi~l losses. 

At the world level, forecasters are predicting an over

capacity in 1985 of 3.5 - 4.0 million tons, resulting in an 

operating rate of 85-90%. 

In Latin America alone, capacity expanded by 23% in 

1979-1983 to ca. 0.75 million tons /CPPA/. Further expansions 

have been planned or announced for over one million tons in 

1984-1990. 

AREA 

I 1969 11978 1979 1983 I 
1-ahso---,----+:---+----+--abso---I -- II INDEX 

I lute lute I I ng- % i fig- I % I 1969 = 100 

\""' l ure I l 
1
5.145 100 I 5.237 5.355 5.4:0 I ioo I 1C6 

11.554 3J I 1.331 1.2£6 1.289 : 24 I 83 
I 1.CX35 d) I 1.165 1.004 1.121 I 21 I 100 
I 573 11 I 616 559 538 I k. I 104 
I 326 61 412 457 392 1 7 I 1d> 
I 313 6 I m 294 316 1 6 I 102 

73 I I 70 I 
I I 

OECD EUROPE 

Total 

JI Figur1~s for 1969 and 1978 Source - OECD 
Figures for 1979 and 1983 Source - CPPA 

Observations: 

a/ - UK Consumption Declining; 
b/ - Netherlands Consumption Growing; 
cl - Others Stangnant; 
d/ - Great Concentration of Markets; 



_G_;_o~_t!i _ _o!_.S:_o_~-~.P_t_i_o_n_:_ 

-~~~~~~~~~-~~~-~~~~~~~~[~~~~~~~-~~~~~~-

Annual Growth Sales, Per Cent ------------------------------

I I I I I I I I 
I AREA I 1960-65 11965-70 i 1970-75 11975-80 I 198o-s5 11985-90 I 1990-951 

I 
I USA 
I Newsprint I 2.8 I 2.4 I 1.9 I 1. 5 I 1.1 I 0.6 I 0.2 

I PR/WR I 5.6 I 4.8 I 4.1 I 3.2 I 2.5 I 1. 7 I 0.9 

I REST OECD 
I I I I I I I I I Newsprir,t 

,_ 
4.0 4.9 0.6 2.8 -0.1 0.5 -1.2 '° 

I PR/WR I 11.0 I 8.6 I 6.6 I 2.8 I 4.0 I 2.4 I 1.0 

I COMECON 
I Newsprint I 9.5 I 6.7 I 3.9 I 1. 2 I -1.4 I -4.0 I -6.6 

I PR/WR I 5.8 I 3.7 I 3.0 I 1.4 I 1.8 I 1.0 I 0.3 ' 

I III WORLD 
I Newsprint I 6.5 I 6.0 I 5.2 I 4.6 I 3.9 I 3.3 I 2.6 

I PR/WR I 7.5 I 7.0 I 6.6 I 6.1 I 5.6 I 5.2 I 4.6 
I I I I I I I 

I TOTAL I I I I I I I 
i Newsprint I 4.0 I 4.0 I 2.0 I 2.4 ! 1.0 I 0.8 I 0 

I 7.7 I 6.5 I 5.4 I 3.3 I 3.6 I 2.6 I 1.6 I PR/WR I I I I I I I 
I I I I I I I I 

Source: Peter Graff/Feldm~hle, PPI, November 1984 
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4. Newsprint Prices: History and Future Prospects. 

4.1. History -------
Simultaneous investments in the major newsprint - produ

cing countries have in the past resulted in temporary excess 

capacity and in subsequent price competition. 

Newsprint world production increased by nearly 5 million 

tons in 1950-1960 from ca. 9 million tons to ca. 14 million. 

With high operating rates and acceptable profitability, the 

industry was willing and able to invest in new and improved 

facilities. 

In the 1960's, the OECD countries increased their paper 

and board consumption by more than 50%, but production capa

city increased even faster. Newsprint consumption and produc

tion increased rapidly until 1974, when world capacity reached 

23-24 million tons /depending on the method used for measure

ments/. 

During the sixties, newsprint prices reflected the stable 

relation between demand and supply. In the US, ~ewsprint cost 

148 dollars in 1970 /current prices/. In 1974, however, 

the forest industry prices were destabilized by the rapid in

creases of oil prices. Pulp prices in the OECD area rose in 

1972-74 by 70-80%. In the US, newsprint cost 231 dollars a 

ton in 1974 a~d 287 dollars in 1975. The price rise in 1970-

75 was 48%, which was considerably less than the rise in pulp 

prices. At the same time, newsprint consumption was growing 

slower than before. 

While the market has grown 48% from 14 million tons in 

1960 to 21 million tons in 1970, the increase in 1965-1975 

was only 34%, from 17 million to 23 million tons. 
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The market grew still more slowly in 1970-1980, 24% from 

21 million to 26 million tons. Newspriot consumers struggled 

to diminish their paper costs in different ways, reducing page 

quantities and paper weights. 

In 1980, newsprint lost 436 dollars a ton in U.S.A. Bet

ween 1974-83 the price in deflated dollars has actually dec-

1 ined. 

In Finland newsprint prices in real terms held stable in 

1960-1982, in spite of a rapid nominal increase in the middle 

and late seventies which nearly quadrupled the price. 

Compared to the 1960's the real prices of Finnish news

print fell in 1971-76 and 73-78. 

During the "Second Oil Crisis" the prices rose, but only 

to fall again in the early 1980's. 

4.2. ~~!~~~-~~~~E~~!~ 

Overcapacity in most paper-making countries, distorted 

currency exchange rates and severe import restrictions have 

been characteristic for the early 1980's. 

Although the production of newsprint in Latin America has 

expanded much slower than previously expected, most producers 

in this region are suffering losses caused by low operating 

rates. 

With the exception of the US, paper importers paid in 

1984 less for newsprint than they did in 1982. 

When Finnish newsprint exports in 1982 brought export 
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of ca. 370 US$ per ton, the price .'FOB/ in 1984 was ca. 325 

US$ per ton. 

The Canadian industry made some profit in 1984, after a 

"disastrous"l983, but not on off-shore shipments. These brou

ght an "average mill net" of CAD 410 = US$ 315 per ton in 

revenue 60 CAD or 46 US$ per ton in losses before interest and 

taxes. The gross selling price of these shipments was CAD 500 

in 1984, against CAD 635 in 1981 and 620 in 1982. 

In other categories of printing and writing papers the 

prices have risen. Finnish SC exports rose in 1984 to the 

average level of 100.000 tons a month, against newsprint 

monthly exports of 130-140.000 tons. From Decenber 1983 to 

December 1984, the price rose from 2.400 FIM/ton to 2.800 

FIM/ton. 

Finnish LWC exports reached ca. 50.000 tons a month in 

1984, with prices rising from 3.200 FIM/ton to 3.700 FIM/ton 

during December 1983-December 1984. 

The US$ prices of Finnish exports of other printing and 

writing paper have during 1980-1984 on the average been Cd. 

100 US$ higher than the newsprint prices. 

At the projected rate of demand growth, recently announced 

capacity expansions will at least during 1985-1990 cause se

rious problems for the newsprint producers. These gloomy per

spectives may even cause the industry to intensify the strug

gle for market share. The most productive and financially so

lid mills will cut prices to eliminate competition in their 

"home markets". 

Inevitably, prices will suffer on the other hand, it is 

difficult to imagine that any producer could deem monopolize 
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any market area and determine the price level. There are 

still several major groups in the industry competing on an 

international scale. 

It is our conclusion that newsprint will be available 

at stable real prices for the rest of the century. On the 

other hand, the drive to reach self-s·.lfficiency in most mar

ket areas will decrease the international trade in newsprint 

which stood still in 1979-83. 

Depending on the timing of the capacity expansions and 

the intensity of competition, newsprint prices may in 1985-

1990 even fall, in real terms, at least temporarily. 

~-e~_;;_p_r_i_n_t__E:_:_p_o_r_t__P_r!~!_?_j_n _ _l_9_8_9 _ _:-_ _1_9~_:l_ 
/US$ per TON/ 

YEAR 

1980 

1981 

1982 

1983 

1984 

AVERAGE 

CANADA 
/Exports to USA and Offsmre/ 

''MII.L NET'' 

'.:89 

427 

417 

386 

415 

407 

FINLAND 
I FOB I 

400 

400 

370 

350 

324 

369 
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5. Potential Markets For Cuban Newsprint, Based on Baga 20 Pulp. 

5.1. The Product and the Price -------------------------
The ne·11sprint produced in Cuba-9 and tested by Cuban 

newspaper printers has a higher basic weight, lower bright

ness and opali ty than what could be described as the "Stan-· 

dard International First Class" paper. 

When producers in North Arr.~rica and Scandinavia are ca

pable of offering newsprint S!lrface weight grades of 36-48 

g/m2 at brightness rates of 60 to 65 the Cuban newsprint 

must be considered as a totally different product, which can

not replace the paper used by modern offset printers except 

for special purposes requiring technically less advanced, 

low -cost paper. 

Since the paper so far specified and presented by Cuba-9 

is both dissimilar and technically inferior to standard 

newsprint, Cuban producers will also face problems in attai

ning the position of an alternative supplier, when pri~ters 

want to secure continuous paper supply. 

If the Cuban newsprint cannot be better, it has to be 

cheaper. Providing that Epecific users can be identified 

and persuaded to use the paper, the prices to export custo

mers paying in hard currency mvst be distinctly lower than 

standard newsprint prices. 

Based on interviews with Finnish technical and commercial 

experts, the net export price of Cuban bagasse newsprint should 

be 10-20 per cent lower than the average world market prices. 

Dve to fav~~rable trading conditions in USA, the Cana

dian newsprint industry was in 1984 able to sell newsprint 
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at the average mill net of CAD 525 or US$ 404 per ton. A 

price undercutting this level by 20% would be US$ 300 per 

ton. 

According to our calculations, this price level would 

be unprofitable for the projected paper mill. 

During January-November 1984, the Finnish 

newsprint suppliers shipped 1.5 milli0n tons of pa

per to export markets, mainly to Western Europe. 

The average FOB price of these shipments was FIM 2099 

per ton or US$ 325. 

In 1984 the Canadian newsprint industry shipped 

the following amounts to the main markets /lOOG tons/. 

1050 

6400 

1300 

8750 

to Canada 

to U.S.A. 

to overseas 
/Europe,Latin 
America,etc/ 

ALL TOGETHER 

at /mill net/ CAD 460 US$ 354 

at /mill net/ CAD 565 US$ 435 

at /mill net/ CAD 410 US$ 315 

AT 525 404 

· The European prices were in 1984 much /even over 

100 US$/ lower than the North American but we have to 

accept the price of US$ 400 as a 1984 market price in 

the North American area. 

!o be both competitive and profitable, the Cuban 

newsprint will have to be sold at prices that: 
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1. Attract customers with an advantage in the 

"list" or gross selling price /CIF or final 

delivered price in the receiving country/; 

2. Cover the cost of production, the depreciation 

and the gross profit including interest and 

taxes. 

According to our calculations, the Cuban newsprint 

must be sold at no less than US$ 400 per ton in the 

export markets to break even, i.e. to cover the cost 

but no profit. If this price is accepted as the mi

nimum export FOB price, the CIF price /including 

shipping cost, insurance, freight and other delivery 

cost/ would in a favourable case be US$ 450 per ton. 

This price can be compared with the "list" or gross 

selling prices of Canadian newsprint in 1984: 

US MARKETS 

CANADIAN MARKETS 

OVERSEAS MARKETS 

T 0 T A L 

CAD 650 

CAD 520 

CAV 500 

CAD 610 

US$ 500 

US$ 400 

US$ 385 

US$ 469 

One of the reasons for low prices in the "off

shore" markets is the exchange rate of the US$ coupled 

with very favourable demand conditions in USA during 

1984. 

Should the US currency go down in relation to the 

major European currencies, newsprint prices might 

go up in dollar terms. On the otter hand, this might 

also influence the cost of equipment and materials. 
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In our opinion when newsprint would still not 

be competitive in the near markets at US$ 450 and 

this price yielding a net selling price of US$ 400 

would not be attractive from the investment pers

pective. 

5.1.2. ~~~;~~!;;~=~;~~~;;~~ 

A telephone call on April 11, 1985 to Mr. So

isaco, Samap, Sao Paulo, the largest trader in paper 

in Latin America, selling newsprint from Canada, 

Scandinavia, Argentina and Chile, confirmed c ~ 

earlier analysis of the market situation. It ~-so 

established that during the first quarter of.1985, 

the world market for newsprint has collapsed. The 

FOB price for North American and Scandinavian news

print is less than US$ 300 per ton and even the 

gross selling price including all delivery costs 

has fallen to the level of plus-minus US$ 300. 

In the US market, spot deliveries of newsprint 

are sold at US$ 400-450 at the printer's warehouse. 

As far as the bagasse newsprint is concerned, 

the Paramonga plant in Peru is not operating, while 

the Tucuman mill is operating at 50% of capacity. 

According to Mr. Soisaco, the present crisis in 

the newsprint markets will last at least two years, 

since the production capacities are excessive and can

not be converted very quickly to other grades of pa

per. 

At the moment the market for other printing and 
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writing papers is more favourable than for news

print, but it can be expected to deteriorate when 

the machinery being installed is starting up in 

2-3 years. 

From the documents submitted by ICIDCA we con

clude that the entire production /operating ratio 

90%/ can be marketed to the domestic and the export 

markets. The quantities vary in the three versions 

of this study. 

As a base for the calculations of financial 

and economic feasibility we have chosen the domestic 

of US$ 400 and the export price of US$ 350 per ton. 

The former price has been selected by ICIDCA 

after studying the present prices. 

The export price reflects the development of 

world market prices and the necessity to undercut 

competition in new markets. 

5.2. Potential Customers -------------------

5.2.1. Cuba 

According to ICIDCA figures, the Cu~an demand 

for newsprint will grow as follows /:CIDCA, March 

1985/: 
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JCIDCA FORECAST/NEWSPRINT IN TONS ---------------------------------

1985 43.200 

1986 45.<JuO 

1987 46 .... ~C' 

1988 52.200 

1989 55.800 

1990 59.800 

1995 75.000 - /preliminary/ 

2000 95.000 - /preliminary/ 

This increase of consumption would average 5.4% 

per annum. 

Duri~g 1979-83 apparent consumption in Cuba grew 

2.4% annually /CPPA figures/ which can be compared 

with a slight decrease of Latin American consumption 

during the period. 

It has been forecasted that the Latin American 

consumption of newsprint will grow at faster rates 

than world consumption. These vary from 1.2% to 2.0 

- 2.5% annually. 

In spite of differences in projec~ed growth rates, 

forecasters agree that newsprint consumption will grow 

slower than before and face increasing competition 

from new electronic media. 

Our information about the population and GNP 

/NMP/ development does not suggest that the Cuban 

consumpti()n of newsprint will grow at the rate pro

jected to grow at 0.6% per annum and the economy at 

2.5 - 3.0% per annum. 
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On the other hand, the paper produced by the 

mill under consideration can be easily sold to 

other than traditional newsprint uses. 

We think that projecting paper consumption by 

traditional methods on the basis of past develop

ments or population and GNP figures can be mislea

ding. Newsprint consumption in the UK is over 100% 

less higher than in France, even if the population 

figures are nearly equal and the French GNP/capita 

is nearly 50% higher /1980/. 

5.2.2. Latin America ============= 
The newsprint produced in Cuba can only compete 

in export markets where it can offer a distinct price 

advantage or count on exceptionally high customer 

acceptance. 

In practical terms this means that the poten

tial customers have to meet the following qualifica-

tions: 
1. Demand exceeds local production. Imports from Ca

nada, Chile, and Scandinavia /plus other potential 

suppliers/ are uncompetitive because of high CIF 

prices resulting from high freight expenses. 

2. Political conditions, customs and import taxes 

enable Cuba to enter markets where tariff and 

non-tariff barriers cause other suppliers to be 

excluded. 

In the first category we would recommend closer 

study of the following markets: 



I -

I 

!J~-~-~..?2'2<~_t_s _ _9_y_~53~_j_P_P_I..! __ c_P_P_f\j_ 

C 0 U N T R Y 
POPULATION 1982 I P and B CONS I NEWSf.•RINT IMPORTS I CANADIAN SHARE % 

1,000.000 PER CAPITA-1982 1983 - 1000 TONS OF IMPORTS - 1982 

I I I I I I 
BRAZIL I 127 I 26 I 160 - 190 I 51 - 52 I 

MEXICO I 75 I 29 I 40 - 70 I 24 - 38 

I VJ 

COLOMBIA 28 16 70 - 80 83 - 87 ...... 
I I I I 

PERU I 19 I 9 I 36 - 42 I 38 - 47 

VENEZUELA I 17 I 46 I 160 I 70 
I I I I 

ECUADOR 
I 

9 
I 

11 
I 

30 
I 

71 

DOMINICAN REP. I 6 I 12 I 14 I 88 

NICARAGUA I 3 I - I 2 I 60 

I 
COSTA RICA 2 51 9 100 

I PANAMA I 2 I 38 I 7 I 70 I 

I T 0 T A L : I I ca. 550 I I ca. 60 I 
L==~================L=================l===================L=====================L====================d 
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In the second category, politically friendly 

countries are trading with Cuba on a bilateral ba

sis, which means that the projected mill cannot 

rely on the hard-currency revenue to cover the hard

currency expenses for in~orted inputs. It is impor

tant, however, that we in this study survey the CMEA 

market potential. 

During 1979-83 East European newsprint capacity 

increased from 2.2 million tons to ca. 2.4 million. 

Production, foreign trade and apparent demand changed 

only marginally. Soviet Union ~s the major producer 

and exporter. 

I I I 
:COUNTRY I 79 83 79 83 I 79 I 83 79 83 79 83 

I I I I 
I I I I I I I I 

I SJVIET LNIOO I lfro lax> 1135:3 I 1300 I 16 I 13 I :m 320 llffi> I 1073 

I 104 I I 45 I I I I lmR 165 165 107 44 I 10 10 139 141 
I I I I I I I 

lfOl.ANIA 140 140 1102 I 100 I 12 I 11 I 17 16 I 97 I 95 
I I 84 I I 6 I I I I I YlXDSLAVIA 120 120 

I I 
31 

I I 
15 

I 
20 9 

I 
70 

I '37 

I RJLAND 95 S() I 91 I 83 I 45 I 42 I - - I 136 I 125 
I 

oo I 75 I 74 I si I 12 I 731 ICZEl<CELOV AKIA 00 9 10 71 

l~y 
I I I I I I I 

-I - I - I 65 I 07 I - -I 65 I 07 
I I I _ I 48 I I I I I BULGARIA I I I I 

42 
I I 

48 
I 

42 

I 
ITOTAL 

' 
2ZX) I 2395 11003 I 1775 1245 I 243 I :ffl 367 11694 1651 

Source: CPPA 

l 
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6. Potential Competition. 

Between 1983 and 1993 at least the following capacities 

for newsprint will be availdble in Latin America, provided the 

mills operating now will go on producing newsprint and the 

planned expansions will materialize /published sources, FINN

PAP StudPs/: 

COUNTRY TOTAL CAPACITY 1983JE PLANNED 1993JE 

ARGENTINA 185 500 

BRAZIL 130 330 

CHILE 185 ca. 360 

MEXICO 210 ca. 400 

PERU /75/ 

ECUADOR 50 

PARAGUAY 75 

VENEZUELA 100 

T 0 T A L ca.700 ca.1800 

JE I - All figures in 1.000 tons 

Brazil and Mexico are 2iming at self-sufficiency in the 

mid-1980's. Argentina and Chile export newsprint mainly to 

Latin America. A rapid growth of the economies can naturally 

contribute to an increase of consumption but this can be 

restricted by the governments. 

Since the Latin American markets are trouble by political 

instability and external economic imbalances, the growth of 

newsprint consumption can easily be surpassed by rapid expan-
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sions of capacity. Coupled with the competition from Canada, 

this may result in a paper glut with prices and profits se

verely depressed. 

struction or Consideration in 1983 -----------------------------------

LOCATION COMPANY ANNUAL CAPACITY START-UP 
1.000 tons 

ARGENTINA PAPER DEL 
'T'TJCUMAN 100 1983 

ARGENTINA BUENOS AIRES 
ENTRERIOS 100/200 1980's 

MEXICO TUXTAPEC 100 1983 
MEXICO TUXTAPEC 100 1984 
BRAZIL PISA 130 1985 
BRAZIL KLABIN 70 

MEXICO PAPER DEST!-
NADO,SAN LUIS 
POT OS 50 1983 

MEXICO PAPER PERIODICO 
TRES VALLES 100 1980's 

VENEZUELA RIO TURPIO 100/bagasse/ 1980's 
PARAGUAY EL FORPAR 75 1986-87 
CHILE MAI PO-MATA-

QUITO 180 1989 
ECUADOR RIO MAMBA 50 1989 
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7. Market Survey - Conclusions. 

1. The world consumption of newsprint is growing increasingly 

slowly. 

2. In the largest consumer countries of Latin America, recent 

and projected expansions of production r.apacity are crea

ting a situation of self-sufficiency in newsprint. 

3. Historically, newsprint prices have been stable at FOB 

US$ 400 per ton /in 1980 dollars/ from 1960 to 1980. 

4. In 1980-1984, FOB export prices for newsprint average ca. 

US$ 410 per ton in No~th America and ca. US$ 370 in other 

market areas. 

5. In early 1985 newsprint export prices collapsed to ca. 

US$ 300 per ton /FOB/, a clearly unprofitable level for 

any producer. This was caused by sluggish demand and 

rapid expansion of capacity in the early 1980's. 

6. If excess capacity is retired or converted to other paper 

grades, and if demand growth will accelerate, newsprint 

prices may in a few years regain the levels of 1980-1984. 

7. Newsprint imports and exports are stagnant and may decrease 

both in absolute and relative terms, because the traditio

nal importers, especially those in the Third World are be

coming self-sufficient. 

8. If Cuba starts producing newsprint for the export markets 

it can hardly expect to sell for more than FOB US$ 350 per 

ton during the initial period of product adaptation and 

market penetration. 

9. In the long run only large-scale producers integrated to 

diversified paper groups with superior resources can sur

vive the cJmpetition for newsprint markets. 

10. Apart from the Cuban home market where the demand exceeds 

present supply, other printing and writing,papers have more 

attractive demand and price prospects t,han:newsprint. 
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8. Appendices to Market Survey. 

1. Siivonen - Karttunen: Mass Communication Media in the 
Year 2000 - A Technology Forecast /Salsjubaden, 
Sweden, 1983/ 

2. Canadian Paper Analyst 1984-1985 
- Peter Graff - March 1984 
- PPI - November 1984 

3. Han-Roe's Papertree Letter /Papertree Economics Ltd./ -
OLT 1984 

4. Canadian Newsprint - Export Statistics in 1982 

5. CPPA Statistics 1983 

6. FINNPAP Surveys on Newsprint Capacity Latest 1985 
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C H A P T E R III 
===================== 

FINANCIAL EVALUATION 
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1.1. Introduction 

The purpose of the financial analysis is to examine the com

mercial profitability of the project using data provided by market 

study and technical outline as well as to recommend most suitable 

pattern of financing of the pruject. In order to produce reliable 

and specific results, financial analysis has to be carried ;ut in 

several steps. These are the following: 

1. Cost estimates /both investment and production/, 

2. Revenues estimates /both sales revenues ru~ other revenues/, 

3. Financing and required capital structure of the project, 

4. Profitability analysis, using commonly known instruments like 

NPV, ICRR, break-even analysis and sensitivity analysis. 

An extensive market and demand analysis has been made in 

Chapter II. One of the most important conclusions is that the ma

ximum net selling price for one ton of bagasse newsprint is ca. 

US$ 350 f.o.b. for exports and ca. US$ 400 for domestic market. 

Those selling prices will be taken into account within financial 

evaluation of the project. 

Project engineering has been designed by ICIDCA, a Cuban 

institution responsible for research and development of bagasse

based paper industry in Cuba. The tectnical data has been there

fore provided by Cubans, among them a detailed list of production 

equipment as well as a description of materials and inputs required 

for the manufacture of the bagas$e newsprint according to the ori

ginal Cuban technology. ICIDCA provided also preliminary cost es

timates for the equipment and main material input~, based on most 

recent quotations received from Scandinavian suppliers of paper 

and pulp machinery. The whole background material prepared by 

ICIDCA was given to the UNIDO experts in the form of a 34 page 

report /Appendix 1/. 
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The entire financial analysis for bagasse based newsprint 

paper plant has been done in several stages and the procedure 

adq:ited was of somewhat iterative character. ~his was because 

after a thorough examination of proposals formulated by ICIDCA 

in the background material, it was agreed that under given as

sumptions the project is not financially viable. This original 

version - which will be referred to as Version "0"- was also 

dismissed immediately on the ground of economic evaluation. A 

more detailed presentation of results for Version "0" will be 

given below /point 1.2/ 

After several d1scussions among UNIDO experts and ICIDCA 

officials a new sPt Jf assumptions has been set forth and addi

tional information provided. The so-called Version "1" o he 

project differed from the original one with respect to the cost 

of the machinery and equipment and also the cost of domestically 

procurred inputs. Within this version an alternative proposal 

has been also envisaged - namely the purchase of a second-hand 

equipment. However, all these modifications did not produce a 

substantial improvement of the financial viability of the project. 

A detailed presentation of results for the Version "1" is provi

ded below /point 1.3/. 

At the next stage a Version "2" has been examined with 

the production capacity increased :rom previous level of 

54.000 t of newsprint to 110.000 t per annum. Eccnomies of scale 

are comparatively large in the paper and pulp industry, so an ex

tention of the project's size could be searched for in order to 

strengthen the project's financia.:. standing. The discussion of 

Version "2" is given in point 1.4. However, results obtained are 

still not very promising. Although the project does not produce 

losses, the value of internal rate of return is so low /2.3%/ 
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that practically cannot be regarded as substantially higher from 

zero. Break-even selling price in Version "2" is US$ 368 per ton 

meaning that project is more or less at border line of profita

bility. Therefore this version has to be rejected as well. 

It should be stressed that ~inancial standards must be 

strictly observed in this case since Cuban authorities have 

planned to finance the project from external financial sources -

either in the form of joint-capital venture with the participa

tion of foreign equity capital up to 49% of the total value of 

assets or in the form of long term external loan. 

This financial structure requires relativeiy high profita

bility ratios which, however, can be hardly achieved within the 

proejct under review. 

Therefore no positive recommendation can be given to start 

with the project implementation under given assumptions. 

At the request of ICIDCA officials UNIDO experts undertook 

an effort to examine other possibilities of producing bagasse 

paper, trying to determine an optimal product-mix from the point 

of view of financial soundness. Some alternatives for more versa

tile production program have been discussed, including varying 

share of bagasse newsprint. However, this part of the study could 

not be done in depth since both UNIDO experts and ICIDCA officials 

have not had a relevant information at hand, concerning in parti

cular the cost of machinery and equipment to produce other prin

ting-and-writing paper and also mark~~ing conditions for paper 

products other than newsprint. Some tentative results of this 

preliminary research are presented in point 1.5 of this Chapter. 
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1.2. Version "0". 

This version was elabo1ated using data given in ICIDCA 

background paper "Answer to the Questionnaire for the Prepa

r~tion of the Pre-feasibility Study for the Installation of a 

Newsprint Paper Plant from Bagasse" /ICIDCA, December, 1984/. 

It must be pointed out thav ~ lot of necessary information was 

missing in this document and some data were not correctly cal

culated. This refers mainly to working capital estimates and some 

ancillary equipment cost. After having clarified most of the 

issues investment cost schedule and production cost schedule have 

been prepared in order to get a general financial picture of the 

project. All relevant tables are given below. 

Total initial investment cost has been estimated at /US$ 

·000.1 79.000 including more realistic figure for working capi

tal. Total production cost has been computed including modified 

f1gures for overhead costs and sales cost. Assuming 5% linear 

average depreciation rate for all assets a break-even net selling 

price f.o.b. /yielding neither profit nor loss/ has been calcula

ted at US$ 465 per ton for an average year of full capacity /54000 

tons of newsprint/. However, if the external finance is to be put 

into the project in the form of foreign equity, the depreciation 

rate must be higher in order to allow for faster recovery of in

vested capital. Hence, if 10% depreciation rate is taken for all 

machinery, equipment and pre-production expenses and 4% deprecia

tion rate for all remaining fixPd assets, the break-even net sel

ling price increases to US$ 521 per ton. If, in addition annual 

payments of dividends on the invested foreign equity are added up 

to production cost /e.g. 5% on 40 million of US$/, the break-even 

net seliing price goes up to US$ 558 per ton. 

However, within market and demand study, it has been deter-
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mined that the realistic selling price f.o.b. would be no more 

than US$ 350 per ton. Therefore it is obvious that the project 

would require a constant financial support from outside to co

ver average loss~s of 9,2 - 11,2 US$ millions annually. 

1.3. Version "1". 

This version deffers in several points from Version "0". 

The changes have been introduced after discussing most contro

versial cost items with ICIDCA officials and after additional in

formation had been obtained. Following are the main modifications: 

a. According to the information received the most recent official 

foreign exchange rate is 1 peso 1 US$, i.e. the Cuban curren

cy has been devaluated from the previous level 1 pe00 = 1,13 

US$. It means that all imported inputs have to be valued ac

cordingly. 

b. Cheaper sources of supply of the machinery and equipment have 

bee~ identified and more favourable quotations could therefore 

be used for the analysis /quotations obtained from suppliers 

from Spain and India/. 

c. The government officials agreed to supply some locally procured 

inputs at preferential prices. This refers mainly to bagasse 

/price decreased by 56%/, electricity /by 43%/, steam /by 12%/. 

The complete list of new prices for all inputs is given helow. 

d. It has been decided that exported part of the output /15.0CO t/ 

will be valued at a selling price of US$ 350 per ton, whereas 

domestically sold part of the output will be valued at US$ 400 

per ton. 
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After these changes had been introduced the financial via

bility of the project imprcved but still remained unsatisfactory. 

The break-even net selling price for a normal year of operation 

is now US$ 420 per ton which is still well above the maximum 

f.o.b. price of US$ 350 per ton. 

Calculations made in the cash-flow table demonstrate that 

cumulated net cash flow for the whole life period of tne project 

is negative and amounts to more than 39 millions of US$. In ad

dition if external ;inancing in the form of foreign equity is en

visaged /up to 49% of total assets/, the dividend payments of 5% 

of the capital would push the break-even net selling price even 

higher up to US$ 450 per ton. 

Bearing in mind these results one cannot make a positive as

sessment of the Version "1". Therefore some other possibilities 

have to be seeked for. 

One of these possibilites is to lower the investment cost 

by purchasing a second-hand equipment. The relevant information 

has been gathered and an additional run of calculations has been 

carried out under assumption that the project would use a second 

-hand paper machine which is the most expensive single component 

of the cost of equipment. On the basis of available quotations 

the cost of the paper machine has been estimated at ca. 9,5 mil

lions US$ insteaa of ca. 15 millions for a new one. However, 

this change produced only slight improvement of profitability mea

sures, yielding break-even net-selling price at US$ 410 per ton 

which is still above the expected market price. Therefore this 

version which might be called Version "lA" is also to be rejected. 

All relevant results are given in the following schedules. 

Obviously there was no need for using more sophisticated measures 
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e.g. discounting, since cash-flows produced by the project are 

negative, therefore both NPV and IRR are negative too. 

Schedules 1.1. - 1.7. follow. 

SCHEDULE 1.1. VERSION "1" 
============= ------------------------

Initial Investment Cost /US$ '000/ ... ; 
-----------------------------------

I 

l Item Investment Category Local 
. I 

Foreign j Total 

... ; 

I FIXED INVESIMENl' I 
1.1.Si t.e Preparatioo and I 

I Develq:ment 43) 00 
I 

:ill 
1.2.&ri.ldings,Structures 

and Civil 1,1,,brl<sl/ 7.-;r:JJ ffi) I 8,CXXl 
I 1.3.Enigneering and Design 4.:'/X) 400 I 

4,g)) 
1.4.Proch..lctioo M:lchinery 

and Equiµrent2/ 4.:rn 28.CXXl I 32.:rn 
I 1. 5.Auxiliary and Service 
I Equiµrent2/ 400 2.670 
I 

3.15) 
1.6.Insurance and Freight 3.CXXl 

I 
3.CXXl 

1.7.Plant Installatioo l.'KIJ 5.95) 
I 

7.15) 

II PRE-PROI:x.CTICN CAPITAL I 
WOOES g)) fill I l.:ill 

Ill ~CAPITAL 
I 
I /FULL CAPACITY/ 1.CXXl 4.CXXl 
I 

5.CXXl 

IV 'IUI'AL INVESIMENl' CXST 23.CXXl 42.:ro I 65.:ro 
I I 

v PROVISirn FOR CCM'n.m~:m:; I I 
/ca. 4'/o of I + II/ I g)) l.fill I 2.:ro 

VI 'IUI'AL FINAOCE RF.OJIRE[) I 23.<DJ 44.100 I 68.CXXl I I 
I I 

- After foreign exchange rate has been increased from 0.88P/US$ 
to 1P/US$ and cheaper sources of purchase have been tak~n into 
account 

1/ - Does not include housing for workers 
2/ - See a separate list of the equipment /attached/ 
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SCHEDULE 1.2. VERSION "l" 
=========== 

1. WAGES AND SALARIES AND INDIRECT MANPOWER 

- local personnel 15 persons a US$ 4.435 

- foreign personnel 8 persons a US$ 35.000 

66.00 

288.00 

248.00 

110.00 

200.00 

2. TOTAL WAGE TAX /25% OF WAGE BILL -LOCAL/ 

3. TRAVEL COSTS 

4. GENERAL REPAIR AND MAINTENANCE 

5. EFFLUENT AND WASTE DISPOSAL 

6. AUXILIARY AND OFFICE SUPPLIES 

7. COMMUNICATIONS 

8. RENTS /LAND/ 

9. INSURANCE 

10. COST OF FUEL /10.000 US$/ 

T 0 T A L 

1. PRE-INVESTMENT STUDIES 

2. LEGAL AND REGISTRATION FEES 

3. PREPARATORY RESEARCH AND INVESTIGATIONS 

4. RiLOCATION OF LABOUR FORCE 

5. TRAINING OF LABOUR FORCE 

6. PROMOTION, DISTRIBUTION, MARKETING 

7. START-UP COSTS 

8. INTEREST DURING CONSTRUCTION /if any/ 

T 0 T A L 

20.00 

60.00 

60.00 

50.00 

300.00 

10.00 

1,402.00 

1. 500.00 
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SCHEDULE 1.3. VERSION "l" 

I 
i 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

I 

/for 90% Sapacity = 54.000 tons/ 

Minimum Coefficient Amount 
Coverage of Required 

I T E M Period in Turn-Over 
Days Total 

1. AcC0JI1ts Receivable1/ 3:J 12 1455 

2. Inventories of Raw r.Btls 
2.1.~/ 100 2 459 

2.2.Caustic Soda ~ 4 2ffi 

2.3.1-fydrogen Peroxide ~ 4 182 
2.4.Clqy /Kaolin/ ~ 4 lffi 
2.5.Kraft \l.bodpulp g) 4 424 
2.6.~cal \l.bodpulp ~ 4 533 

2. 7. ot:rer Irrported 
/capitalist/ ~ 4 284 

2.8.otrer Irrported 
/socialist/ ~ 4 36 

2.9.0tiler 1;Jcal. r.Btls. 45 8 43 

W'.lrk-in-Progress3/ 3. 1 2EJ 47 

4. Finisred Prcx:lucts4/ 10 36 470 
5. Spare Parts 2EJ 1 1476 

6. cash-in-Hands/ 15 24 194 
7. Accounts Payable6/ 3:J 12 1C67 

TOfAL FINAN'.:E REqJIRED = f:a37 - 1C67 = r:fJ:1J of it foreign 3912 

1/ - Operating Cost 
2/ - Seasonal Supply /November - May only/ 
3/ - At Factory Cost 
4/ - At Factory Cost 
5/ - At Operating Cost Minus Raw Materials and Utilities 
6/ - Raw Materials Plus Utilities 

01 l. t 
Foreign 

/23/361 

-
2ffi 
182 
l<:E 
424 
533 

284 

36 

-
/??!,/ 35 
/25'/o/117 

1476 
-
-

I 
I 
I 

I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I -

I 
I T E M I 1990 I 19'11 I 1992 i 1993 I 1994 I .... I 2000 I 2001 I 

20 % I 50 % I 65 % I 80 % I 90 % I I I I 
r +--- ----j 

\ 1. Imported Raw Materials l 1537 l 4270 5551 I 6832 7686 I I I I 
I I I I 

I 2. Local Raw Materials I 253 I 703 914 I 1124 1265 I I I I 
- I -J. Direct Manpower I 461 I 692 738 I 923 923 I I I I 

I I I I 
I 4. Utilities 855 2139 2781 I 3423 3851 I I I 

_ :-~· Repair and Maintenance 900 1800 1800 I 1800 1800 I I I 
I I I 

I 6. Factory Overheads 1050 1400 1400 I 1400 1400 I I I 
I TOTAL FACTORY COSTS 5056 11004 13184 115502 16925 I I I 
I 

.... I . ... ... I I 
I 7. Sales and Distribution Cost I I I I 
I 7.1.Transportation Cost I I I I 
I I I I I """ I 

/4.8? US$/t/ 48 145 188 
I 

231 260 .... I . ... ... I I --.J 

I 
7.2.Sales Cost /5.00 US$/t/ 50 150 195 I 240 270 I I I I 

I OPERATING COST 5154 11299 13567 \ 15973 17455 I .... 117455 I l'i455I .••. 1 
I 8. Depreciation 

--
I I I I I I 

\ /4% of 13.400 + 10% of 47.100/ 2623 5246 5246 : 5246 5246 I 
: 5171 

I I I 
I .... I 5096! ..•. 1 

I PRODUCTION COST 7777 16545 18813 121219 2270i I :22626 I I I 
I I .... 

1
22551

1 
•... I 

I - break-even net selling price f.o.b. 778 551 482 I 442 420 I I I 4181 I 
I break-even price iocl. :fX, deviden:ls ml I I I I I I I I 
I - I I I 448 I I I 4451 I 
I 3J millicns foreigp equity I 

I I I I I I I I 

~CHEDULE 1.4. VERSION "l" 

Production Cost Schedule 
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SCHEDULE 1. 5. VERSION "l" 

Raw Materials and Utilities 

Annual Requirement at 54.000 t Plant Capacity 

UNIT PRICE 

COUNTRY QUANTITY AT PLANT TOTAL 
TONS SITE - tJS$ COST 

I. IMroRI'ED MATERIALS 

1. Caustic Soda /'Bio/ soc. 3568 Cll.'*3 1,003.193 

2. Hydrogen Peroxide soc. 1634 445.82 728.470 

3. ~iun Sulfate soc. 42 78.00 3.276 

4. Clay /75 - ffJ'lo Br-/ soc. :re2 155.69 791.217 

5. Sulptu.Ir /9"3'/o/ soc. 11:0 100.00 124.200. 

6. C:Olorant cap. 16 13,005.48 23].Sffi 

7. Retentioo Aid Agent cap. 100 2,005.48 216.592 

8. Sanibleached l,lk)odpulp cap. ~ 441.00 1,695.3)4 

9. r.khanical \l.todpulp cap. '57fl3 369.52 2,13).652 

10. Discs for Pulp Refiners 
/set/ cap. 00 5253.85 420.548 

11. Discs for Paper Refi-
ners /set/ cap. 3 1:£:6.85 4.520 

12. Disc Rings cap. 24 631.85 15.165 

13. Stainless Metallic Wire soc. 8 1875.00 15.0CD 

14. ~ynthetic Wires cap. 6 3),CXX).00 100.CXX) 

15. Felts cap. 51 - 76.705 

T 0 T A L Irrported 7,685.630 
M3.terials 

II. UX::AL MATERIALS -
1. Depi thed Bagasse 

I FJY!o fibre , '3J'lo ht.mi.di t:J I 12).CXX) 7.65 918.CXX) 
2. &xiiun Silicate /~/ 1.8£7 94.82 177.029 
3. Alunina /17'/o AltJ3/ 1.62) 104.82 169.0CB 

'IUfAL Local l'vBterials 

I 1,264.837 

III. UTILITIES 
1. Electric Energy ,!'kWh/ 110.7 106 0.02 1,214.CXX) 
2 Stean 153.:£:6 8.00 1,377.253 
3. water ;m3; 6.5 1a6 0.04 200.CXX) 

1YJI' AL l!I'ILITIES 
' 

3,851.253 

' ' ' 
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SCHEDULE 1.6. VERSION "1" 
============= 

LOCAL FOREIGN TOTAL 

I 
1. PRODUCTION EQUIPMENT I 32.300 

1.1.Plant Machinery I 2.800 25.300 28.100 
1.2.Instrumentation I 

and Controls I 200 800 1.000 
1.3.Pipes, Valv2s, I 

Connections I 1.300 1.900 3.200 

I 
2. AUXILIARY EQUIPMENT I 2.340 

2.1.Ventillation and I 
Air Conditioning I 
System I 325 325 

2.2.Laboratories I 200 200 
2.3.Transport Equipment I 515 515 
2.4.Electric and Light I 

I 

System I 650 650 
2.5.Workshops I 150 500 650 

3. SERVICE EQUIPMENT I 810 
3.1.Communications I 

Facilities I 100 100 
3.2.0ffice Equipment I 130 195 325 
3.3.Canteen I 40 40 
3.4.Packaging Machine I 20 20 
3.5.Fire Protection System\ 160 165 325 

4. PLANT INSTALLATION I 7.150 
4.1.Technical Assistance I 325 325 
4.2.Plant Installation I 1.000 5.500 6.500 
4.3.Painting I Insulation I 200 125 325 

5. CIVIL WORKS I 12.900 
5.1.Engineering and Design\ 4.500 400 4.900 
S.2.Buildings and I 

7.200 800 8.000 Structures I 
6. SITE PREPARATION AND I 

DEVELOPMENT I 420 80 500 
I 

T 0 T A L 18.100 37.900 56.000 



SCHEDULE 1 . 7 . ===========:=.= 

I . CASH INFLOWS 

1. Sales Revenues - Domestic l/ 
2. Sales Revenues - Exports2/ 

II. CASH OUTFLOWS 

1. Investment Cost 

1.1. Fixed Investment 

1.2. Pre-production Expenses 

1.3. Working Capital 

2. Operating Cost 

2.1. Factory Cost 

2.2. Sales and Distribution Cost 

III.NET CASH FLOW /I-II/ 

IV.CUMULATED NET CASH-FLOW 

V.DISCOUNTED NET CASH-FLOW 

/at 10%/ - NEGATIVE 

IRR ( 0 

1/ - At Selling Price US$ 400 per ton 

2/ - At Selling Price US$ 3r,0 per ton 

VERSION "l" ============= 

1987 1988 1989 

- - -
- - -

500 8.000 46.100 

300 400 400 

- - -
- - -

/800/ /8.400/ /46.500/ 

1990 1991 
20 % ')0 % 

4.600 9.000 
- 2.625 

4.400 -

400 -

] .ooo 1.800 

5.154 11.299 

/6.954/ /1.474/ 

CASH FLOW TABLE 

1992 1993 
fi"> % Rn •l 

11.700 14.400 
3.412 4.200 

- -

- -

800 900 

13.567 15.973 

745 1.727 

/IN US$ 

l9CJ4 
(]() o,{ 

15.600 
5.250 

-

-

500 

17.455 

2.895 

Vl 
0 



'000/ FOR NEWSPRINT PROJECT, CAPACITY 54.000 TONS 

1995 1996 1997 1998 1999 2000 
90 % 

15.600 15.600 15.600 15.600 15.600 15.600 
5.250 5.250 5.250 5.250 5.250 5.250 

- - - - - 42.600 

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

17.455 17.455 17.455 17.455 1.7.455 17.455 
- - -

3.395 3.395 3.395 3.395 3.395 /39.205/ 

2001 2002 2003 

15.600 15.600 15.600 
5.250 5.250 5.250 

- - -

- - -

- - -

17.455 17.455 17.455 

3.395 3.395 3.395 

2004 2005 

15.600 15.600 
5.250 5.250 

·- -
- -

- -

17.455 17.455 

3.395 3.395 

2006 

15.600 
5.250 

/19.466/ 

-

/5.000/ 

17.455 

~ 7 .861 

/Ci6.155/ 

Vl ,_. 
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1.4. Version "2". 

Version "2" refers to the project with the capacity increa

sed from 54.000 t to 110.000 t of newsprint annually. The data on 

the cost of equipment and machinery have been provided by ICIDCA 

remaining data have been estimated by the UNIDO consul t<:F1ts. The 

results obtained indicate a notable improvement of the financial 

viability of the project. The break-even net selling price drop

ped down to US$ 368 per ton /pre-tax, pre-interest/ and for the 

first time a positive net cash-flow has been obtained. However, 

internal rate of return albeit positive, is very low /2.3%/ and 

obviously does not match the market interest rate. The cash-flow 

table has been computed assuming that 80.000 t of newsprint is 

sole on the domestic market at the price of US$ 400 per to~ 

whereas 30.000 t /ca. 27% of the total output/ is exported at 

f,o.b. price of US$ 350 per ton. 

In spite of the fact that rough estimates had to be made 

about particular cost items within this version, the obtained re

sults seem to be compatible with general yardsticks established 

for paper and pulp indus~ry. According to available sources the 

doubling of the capacity from 55.000 to 110.000 tons should nor

mally allow to diminish a unit production cost by 18%. In our case 

the actual difference in cost between Version "1" and "2" is ca. 

13%, indicating that perhaps some pos3ibilities of cutting down 

operating costs still exist. 

At the request of ICIDCA officials a second run of calcula

tions has been done with higher selling price for domestic market 

of US$ 450 per ton and for exports of US$ 400 per ton. In this 

case IRR grows up slightly to ca, 3.0% which is still not a very 

impressive figure. 

COMFAR programme has been used to compute res 11lts. Printouts 

of schedules follow. 
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·------ CO!f~ l.1 - Cc•Put1n9 center at MFERT1 Be1Jin9 --

Tat a I i n i t i a I i n v es t men t ca s ts in us I '~00 

~ear ... 

Fixed i nvestunt ccsu 
Land, s i ti ~rtParit ion, deve I CP•tnt 
Bui ldin9s and civi I warlt:s .... 
~uxiliary and s1r.1ce iac1iities 
:ncoroorattd ti xtd asstU ... 
~I ant net> i ntry and eau 1 PHnt . 

Total tixtd invtstHnt costs .. 

Pra-praduct ion capital upendi turn. 
~It •Or It: i n9 cap 1 ta I . 

·cul initial invtstHnt casts 

Ot i• tarti9n1 in 1. •.•.. 

&SQ.DO 
&SQQ.CC 

Q.00 
0.00 
a.aa 

7150.0Q 

saa.aa 
a.ca 

nsa.oo 

1a. rz 

1987.Z-88.l 1988.Z 

a.ca a.aa 
2300.0Q l3CC.OC 

o.ac 1000. 00 
O.JO 6050.0C 
~.GO 21480.JO 

-------
2300.00 29530.00 

500.ac 404.~0 

a.ca a.co 

zaaa.aa 30230.0a 

17 .8" 65.94 

1989 .1 198'1.Z 

o.aa a.ca 
600 .00 559. co 

2~00.00 107UO 
6550.00 1100. JO 

21450.JO J. :m 
------

3103a.ao 2731. 00 

400.00 SOC. JC 
a.ca !BOO. 00 

------
31430.QO 5a31.0Q 

88.39 69. 79 

ba9asse nnsprint olant - l9BS-04-18 
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$ OO ~\COMFAl ~~$ ... 1.1 UHIOO 

---------------------------------------------- COl'f"~ l.1 - Co1pu!ing center ot ~FE.~L Beijing ---

Total investment costs, producti on phase In us f 'ODD 

Yur . . . . . .. mo 1991 19'/Z \993 1994 

F 1 xtd i nvnt11nt costs 
Land, s 1 tt preparat i an 1 dtvt I ap11nt a.ca a.aa a.an a.cc a.ca 
Bui I dings and civi I works ... a.aa a.ao a.JD Q.JD a.oa 
Aux 1 I 1 arv and service tac i I it in a.aa a.aa o.aa ~.aa J.Ja 
[ncarParattd f i xtd asnts . .. a.co a.aa ~ 00 a.ca a.JD 
c ! ant, 11cii i ntry and equ 1 Pllnt a.JO :.:a ... JD ua J. aa 

- ------- ------- - - ------
Tota I ti xtd i nvtstllnt casts .. 0.00 a.ca o.oa a.aa a.ca 

Prepraduct i an cap1 ta Is expenditures. a.co a.ca a.ca a.co o.aa 
Wark! ng cap 1 u I ........ 3338.1.2 4937 .1.2 Z174.19 1967. 79 o&ei. 60 

-------
Taul current 1 nvnt11nt casts . 3338.1.2 4937 .1.2 zm .19 1987. 79 o&ei.oD 

Qt it tarei9n1 1. . . .. . . 1ZS.6Z 80.14 79.87 62.24 7S. 92 

baguH ntnprint plant -- 1985-04-te 

--------------- COtFAR I. 1 - Ca1put in~ center at mr I Beijing ---

Total n V Ir !9 t m Ir n t C: 0 !9 t !9 I p r" 0 d UC t i 0 n p ha 5 Q j n US S I oaa 

Year . 1995-98 19~ 

Fi xtd 1 nvt1t11nt casts 
~and 1 site Prtp1rat 1an1 dtvt I ap11nt a.ca a.ca 
Bu 1 i di ngs and c 1 vi I ~or ks . a.ca a.ca 
Auxiliary and strv1c1 tac1lit1n a.ca 449a.aa 
I ncorparattd Ii x1a as Hts . a.ca t3li99 .oa 
? ! ant' Heh i ntry and eau 1 p11nt o.aa ~mo.ca 

Total +i xtd i nvt1t11nt casts . a.ca ~im.ao 

Preproduction cip1tals expenditures. 0. JD a.ca 
~ark1n9 caP1UI a.aa a.oa 

--------
~atal currtnt 1 nv11t11nt :alts a.ao 61149.aa 

Ot :t foreign, 1. o.aa 89.60 
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----------------------------------------------- COMFAR l.1 - Computing c!nt!r at MF9lT1 3eijing ---

Tata I ?r aduct i on casts In us s '000 

Year . . . . . . . . . . . . . . 19'10 19'11 19'12 1993 1994-99 

i at nc•. capacity (single product). 18.18 SS.45 71.aZ 69.09 !00.uO 
Ra• 1attrial 1 ... 1Z4z.t0 3450.10 4485.10 SSZ0.10 mo.10 
Other ra. liter i a Is 2404.0D 0080.00 8084.00 lCbBS.00 lZOZUO 
Ut: ii ties .. 607.00 1853.00 zm. oo Z9b4.00 3335.QO 
Energy . . ..... 1oz. ao ZSOo.00 3Z57 .JO aOC'i.00 11510. JO 
Laocur1 direct ... 599. 00 900.00 959. '.iO 1200.00 tZCO. 00 
~epa 1 r, 111 ntenanct 700.00 1400.iJO 1400.00 1400.00 !400.00 
Spares 700.00 1400.00 1400.00 1400.00 1i.ao .ao 
Factory overhHdS 784.00 1040.00 1040.00 1040.00 1040.JO 

Factory costs .. 7998.10 19235.11 23040.11 ZBZZ7 .11 31!ZS. ll 
AG11 ni Hr at 1 ve averheaas 490.oo 054.00 054.00 054.00 054. 00 
lndir. costs• Hies an~ distribution 140.00 m.oa 553.iJO l&.00 770.00 
Direct ccsts1 Hies and distribution 0.00 cr.oo iJ.00 0.00 0.00 
~IPrtciatian .. mLS!J mt.so mt.so muc. mt.:c. 
Financial casts .... o.aa a.oo 0.00 0.00 0.00 

Total ?reduction casts . 1558'1.60 rnn.60 31808.bb 30SZ8.60 39510.oc. - rm:n==ea=z - :::::--::::r:::a: :::::::===== 
Casts per unit ( single ?reduct ) 0.78 0.45 0.40 0.37 a.Jo 
Ot it tcr!l9n1 r.. oS.05 i.2.00 ol.59 bC.93 i.o.63 
Ct it variabl11l . o.oa 0.00 a.ao a.oa a.co 
Tota i I abcur . 108'1. oa 1554.00 !C.13.QO 1854.00 1854.JO 

------- -------
bagHH nt•sprint pla~t - 19BS-u4-!B 
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---------------------------------------- COl'1FAR 1.1 - Ca1puting center at ~S~i, 8ei;ing --

Tc t a I p ,. c d u c t i c n i:: c s t s I n us s 'aaa 

'fur 

1. a+ ~a1. capacity (sing i e ?reduct). 
~a• Hterial l .. 
Other ra• liter i a Is 
:.Jt1 Ii tiH .. 
~nergy . . . . . . . 
~aaaur • direct . . . 
~epa 1 r, Ii 1 ntenanct 
Spar ts 
Factory overheads 

Factory costs . . 
Ad11nistrat1v1 avtrhlild5 
lndir. casts1 sales and distribution 
Direct casts• HIH and distribution 
Q1prtc 1 at i an 
Financial casts ... 

Total production casts 

Casts Ptr unit ( sin9l1 product ) 
Qt 1t tar119n1 ~. 
Qt it ~ariablt11. 
r ata i i aaaur . . 

zcoa- • 

100.00 
mo.ta 

:zazuo 
3335.00 
~10.0D 
:zaa.aa 
1400.0D 
1400.0D 
1040.00 

31125. 11 
1154.00 
770.00 

a.co 
0683.20 

a.ao 

39232.37 

0.36 
liD. 96 

a.OD 
1854.0D 

b.agHSI nos pr 1 nt pi ant --- 1985-04-18 
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;~~I ~OMut~! 

------------ ----------------------- COl'fAR L1 - C:111ut1nc; :!nter ot '!F~~T. Seijinc; ---
Net wor- k. i ng c:ap i tal :n ~s s , nae 

Yur 19'10 1991 1992 1993 1994 

Covtra91 •de :ate 

Current a55't5 & 
Accounts rect 1 vab It 30 12.0 719.al lm.a1 2070.59 Z403.93 2712.43 
inventory ina 1;.t1.i a is 83 4.4 3969 .ZS 7748.Z'I 9m.33 11597 .ZS lZ140.71 
Energy 1 Ji.a.a Z.Sl !db 9.:s ,. '' ..... :Z.53 
S~rn . . ... 300 LO 700.JC 1400. aa t4lla. aa 1400 .JO :4aa. aa 
Uork 1 n pra9rns l 31:.C.C zz.zz 53.43 1:.5.1:.7 76.41 36.40 
Fin 1 shed 11raducts 10 30.0 235. 78 552.48 l:i7U4 ea2.zs 682. 7S 

Cuh 1 n hand ... 15 zu 136.38 zzs.ao Z27 .40 Z37 .so m.so 
Tata I currtnt Ustt5 seas .13 1107'U7 l4ZZ0.43 tl:i59U7 17478.57 
Currtnt I iabi I it res and 
Acr:aunu Pay ab It . . . . . . 30 12.J bbb.Sl 11:.02. 93 1970.01 2352.ZC 2593. 71:. 

---- -
~t warkin9 capital .... ma.oz UB7b.24 14ll5V.:Z 16038.21 lbb84.Sl 
lncrtul in work ins capita I Sl3U:Z 4937.l:i:Z mus 1967. 7'1 1:.40.1:.0 

Ntt iark 1 n9 cap i ti I , local 1~6.53 2237.01 2674.73 34:ZS.Z4 3560. 95 
Net warkin9 capital, torei 9n 5082.10 9b39 .23 11375. 70 12612. 98 13103.86 

Nau: 1dc = 1ini1u1 aavs at cov1r191 r:oto = r:otH i c 1 tnt at turnover . 

------------------------ COl'!FAR l.l - Ca1put1n9 center at l'fERT, a11jin9 -

Net war- k. i ng C:ilP i ta I rn U5 s ·ace 

Year 

Cavera91 

Current a5HU ~ 

Accounts rect i vab i 1 

lnvtntorv ind Httr1als 
Entr9y 
SpirH 
'.Jarl : n =rac;rns 
Fin•s"td 'raaucts 

Cash : n 'ind 
iota 1 current iHtts 
:urrtnt ! i iO i I it i tS ind 

1dc cot a 

30 l:Z.O 
83 4.4 

::i.o.a 
300 1.C 

l 31:.0.J 
•C :Jh.J 
15 24.U 

Accounts 'IYib It . . . . . . 30 l:Z. 0 

Ntt ~Ork1n9 CIPitil ' 
: ncrtut 1 n 'or k 1 n9 cap 1 ti i 

~tt •Or l i n9 CIP I ti I ' 'OCI I 
~.t ocrcn9 :urtal' !art19n 

19'15-ZCC4 

2712.43 
12140. 91 

12.53 
1400.00 
ac.~o 

382.75 
237 .so 

17478.Si 

2593. 71:. 

3560. 95 
:3103.ai. 

~Ott: •de • 11n11u1 a•vt ot ccvtric;t ; :ota = cot!+;: 1 tnt o i tur navtr . 



58 r ~ ~COMFAf ,i~I VI 1.1 UHIDO 

------------------------------- CQ/1FI\(( : . t - :o•put I n13 ctnter lf ~TI ae I; I n'3 ---

Source o+ tinance' construe-ti on '" us s ·~no 

'tar ·············· l9!!7.: t 987. z-aa.1 t988.Z ;9!!9. ~ 1989.Z 

~::iu1 ~y, Jra i ~arv .. 7050. ~Q zano.aa 3CZ30.JD m:m.Ja Su3UD 

~qu 1 ty, oreterenct. a.ca Q.Q!l 0.00 a.aa a.:o 

Suos 1diH1 9rants J.jQ a.JO 0.00 J.aa u.~D 

~oan A1 1ore19n a.JC a.aa Q.JD a.JO a.no 

_Jan a. 1~rfl 9n .. J.CO UC ~.JO :.:a J.:a 

-~in :, iore1 gn . a.JO a.an a.an Q.JC a.JO 

:..oan A, .QCil .•.. a.:ia ua a.aa a.ca a.aa 

~oan a. 1 ocai .... a.aa a.aa a.ca 0.00 0.00 

~:in Ci iltil .... Q.iJO a.JD 0.00 J.QC a.co 

7otal : can ········ a.JO 0.00 a.OD a.OD o.aa 

Cur•tnt iiao111t1H a.au a.au 0.00 a.ao a.aa 
:link lvtrdratt .... 0.00 a.JO 0.00 J.QD a.ao 

iotai funds 7050.00 zaoa.aa 3DZ30. aa 31~0.0!l 5031.00 --
:iaguse nHSPrint plant - 1'1BS-Q4-1B 
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Sour- c:e ct ti nanc:e. pr- cduc:t i on In us s ·ooo 

Yur .............. 1990 1991 l'l'r.? 19'13 1994 

:Qurtv• oroinary .. J.JO J.aa a.ao a.ao O.!l1. 
Equ1 tY• ort!trtnct. a.aa a.ao a.JO a.JO J.!lC 
Suos 1a1 H' 9rints a.aa O.JO iUO a.co a.no 

~o•n 41 !ortr 9n a.JO a.aa a.aa a.JO a.cra 
.Jin 3, tore19n .. UC a.JC il.JC J.JC UC 
Lain C1 rartr 9n . J.JC a.aa a.aa a.~a a.ca 
~oan A, !oca1 .... a.aa o.ua a.aa a.aa a.aa 
L.o•n e. local .... a.ca o.aa a.ca 0.00 a.oa 
'-oan c, !ocal .... a.ca a.ca a.ca 0.00 a.aa 

Taul loan ........ a.aa 0.00 a.oa a.aa o.aa 

Currtnt liabilitiH i.ob.~l 93id2 307 .08 382.ZS 241.50 
Bini autrdratt .... 47ii0.73 -1W..Z7 -mus a.aa a.oa 

-----
7cul funds ....... 5433.24 -509.Bb -mJ.37 382.ZS 241.50 

bagasst nt•SPrtnt ~lant - 1965-04-18 
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-------------------------- COl'FAR l.l - Ca1putin9 center ot ~ERT, Be1;in9 ---

C a s h t I o 111 t a b I e s , c: o n s t ,. u c: t i o n , n us S 'QCC 

Yur ... 1967.l 1967 .2 !988. l 1988.Z 1969.l 198'1.Z 

Toti 1 cil5h int I 011 7050.00 2800.GC ZSOD.00 30230.uO 31430.00 5031.00 ----- ------ ------- ------ ------
~in1ncial rtsaurces . 7050.00 zaoa.oo Z8oo.ao 3CZ3C.OO 3lUO.OD 5031.00 
S. i H, ne • J t tix . a.aa a.co a.co 0.00 D.JO O.JO 

:ou1 casn cuttlo11 . 7650.00 zaoo.ao Z8aa.ao 30Z30.CO 3lUO.JO 503UO ----- ------ -----
foul i15HU .. 7650.00 2800.00 zaoo.ao 30230.00 3lUO.OD 5031.00 
0Ptrit1n9 costs . a.co o.ao a.co 0.00 a.co 0.00 
Cost ot t 1 naner . 0.00 0.00 0.00 a.co 0.00 0.00 
RtPfYlfnt ~.~a 0.00 a.ao a.co 0.00 0.00 
CorParate tix 0.00 0.00 0.00 a.co 0.00 J.ao 
OiYidtnas Pitd a.co 0.00 a.co 0.00 a.co o.aa 

Suroius ( dtticit ) a.co a.ao 0.00 o.ao O.uO 0.00 
Cu1u 1 ittd cil5h bi 1 a net a.co 0.00 a.co 0.00 0.00 0.00 

Intla111 local ... CB15.DO 2300.00 2300.00 4250.DO 3650.00 1520. 00 
Outtla111 lacai ... liBlS.00 2300.00 2300.00 4250.00 3050.00 1520.00 
Surplus { d1ticit ) 0.00 0.00 0.00 D.00 0.DO 0.00 
Inlla111 tarei9n .. 635.00 SOD.DO 500.00 25980.00 meo.oo 3511.00 
Outtla111 tar1i9n . 835.DD SOD.DO SOD.OD 25980.00 mac.Do 3511.UD 
Surplus ( d1ticit ) 0.00 0.00 O.iJO 0.00 0.00 0.00 

Ntt cuhf I 011 . . . . -11.so.aa -2300.00 -ZBDD.00 -30230.00 -31430.00 -5031. JO 
Cu1u 1 attd ntt casht 1011 -7li50. 00 -10450.00 -13250. OD -'34BO.OO -74910.00 -m4UO 

ba9asse ntwtPr 1 nt ? 1 ant -- 1985-04-18 
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~---------~---------~-----------

C a s h t I o w t a b I e s ' p ,.. o d u c: t i o n • n ~s S 'JOO 

tear ... 

Tau1 cash 1ntio• 

F' nilnc 1 ii I resaurcH . 
S.in1 "'tot ux . 

Toti I Ustts . . 

0Ptrit in, casts . 
Cost at ti nanct . 

~tpay1tnt 

Corporat1 tilx 

Q j vi dtndS Pi Id 

Sur? I us ( det i cit ) 
Cu1ulattd cash balance 

[ntlo•• local .. 
Outtlo•• local .. 
Sur? I us ( dtt i cit ) 
lntia•• iore19n 
Outtio•• •orei9n. 
Sur? i us I dtt i c 1 t ) 

~tt cash t i a• . . . 
Cu1u 1 auo ntt :asil ti O• 

lU33.Z4 

5433.24 
9000.0D 

lU33.Z4 

sao5.l3 
86ZB. l1 

a.DD 
a.aa 
o.ao 
0.DO 

-o.oa 
-0.JD 

14082. 72 
54tu..4'? 
Sb 7/i.Z3 

350 .Sl 
9DZb. 75 

-8b7/i.Z4 

-5433.24 
-8S37U3 

Z7o3id2 

93HZ 
Zb7DD.~O 

Z703Hl 

:874.03 
Z03lo. l1 

0.JD 
lWi.27 

a.OD 
D.OD 

a.aD 
0.0D 

21087.08 
llBOll.91 
9Z2h.Z7 
0549.33 

1Si75.b0 
-rz2U7 

50'?.ab 
-84864.38 

3mz.aa 

3o7 .00 
34575.aD 

30708.33 

ZS4l.Z7 
24847. ll 

0.0D 
3320.45 

a.OD 
D.OD 

4233.ZS 
4Z33.ZS 

wrz.u1 
14822.SO 
12101.ab 
BD17.4Z 

lsaao.03 
-7868.bl 

711~..!iZ 
-77077.75 

mez.zs 

38Z.ZS 
4Z'lOO .no 

31937.15 

2370.~4 
Z'1507. ll 

D.OD 
a.aa 
o.aD 
0.00 

11345.10 
15578.30 

334bU7 
13882.14 
1'15a2.52 
981i.58 

18055.0D 
-8237.4Z 

lD'?OZ.85 
-Ot.714.90 

~ ~ ~COMFAl ;~~f~ w1.1 UHIDO 

48241.50 

Z~l.SD 

48000.JD 

359!!4.30 

aaa.rn 
32549.:l 

u.OD 
C.DD 

ZS4b.SD 
a.ca 

12257 .so 
27635.65 

30090.sa 
lo9"3.Co 
191:3.SZ 
mu.<n 
19010. 94 
-e.&0.02 

:ms. 99 
-54098. 91 

45000 .JO 

:ua 
4BCl!!UI! 

a.co 
3Z'549. ~1 

J.GO 
a.aa 

ZS4b.SD 
a.aa 

lZ'IOU'? 
40739.95 

3oDOD.JD 
loiZll. 77 
1927'U3 
tZCOD.JO 
18375.14 
-0375.14 

lZ'll!U'? 
-m~Ul 
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~fll ~OMut~! 

----------------------------------------
COl".Fl\R t.: - C:i1put 1 n~ center :i+ ~E.QT, 3e 1J1 n9 ---

Cashtlo11.1 tables• produc:ti on in .. s ' ·aao 

'nr .. 1'1% 19'17 19'18 1m zoaa 2001 

~ctii cu~ 1nttc• '6000.00 48000.00 48000.00 48000.aO 4800D.aO i.aooo.ao 

--- ---- - -----
F'; ~inti i I rescurcts J.J!l a.aD o.aD a.OD a.aa a.aa 

Si 1 es, net c I tix . 48aaa.JD 48aaD.OO 48aaa.ao 48aao.aa i.aaao.aa i.aaDa.Ja 

~au1 cash ~uttia• . 350'15. 91 35095. '11 350'15. 91 90244. 'H 35179.1.a 3517•ua 

---- --
~cu1 asuts .. J.00 a.ao a.ao !sll4'1.QD a.ca a.aa 

Qptrilt In') tCS ts . 325,'1.11 3ZS,'1.11 3ZS,'Ul 3ZS,'1.11 325,'1. ll 3ZS4'1. :1 

C:ist at !i~inc1 . a.OD a.aa a.OD a.OD a.co O.JD 

R1P<1yHnt Q.OD Q.QD D.aa 0.0D a.oo a.oa 

Corporate tix zs'°.ea zs'°.ea ?5'°.aa ZS/ib.BD ZlJD.2'1 z03a.2.'1 

Di 111 aencs oa 1 d J.JQ D.DD O.DO a.OD a.DO a.oa 

S..rolus ( dtticit ) 12'1DU'1 12'1D4.0'l 12'1D4.D'1 -48244.'11 lZBZUO lZBZD.oD 

Cu1uii1Ud cilsh billilnte 53bU.04 Ob548.13 7'1452.ZJ 31za7 .32 UD27 .9'Z Sb848.5Z 

:n+la•• lacill ... 3oOOO.aa 3oOOa.ao JiiDOO.ua 3oDDO.uD 3000a.JD 3oaDa.aa 

Outtlc•• iccill ... 107'ZD. 77 107'ZO. 77 WZ0.77 Z3a7B. 77 108DUb 108DUb 

Surplus I a1tic1t ) 19'Z7'1.Z3 1927'1. ZJ 1'127'1.ZJ 129'Zl.Z3 191'15.7' 1'11'15. 74 

:n+la•• rcre1~n .. lZ000.00 lZDOD.00 lZDD0.00 1zDoo.ao lZ!lOO.OD lZOOO.Oa 

Outtlo•• +ore1')n .. 16375.14 16375.14 18375. lll 73llib.14 18375.14 18375.14 

Suro I us ( d1tic1 t ) -0375. l' -0375.14 -0375.14 -bUbb.14 -0375.14 -0375.14 

'lit tHhl IC• .... mou'1 12'104. O'l l2'10U9 -48244.91 lZBZD.oO lZBZD.oD 

Cu1u I a ua nit cash t I a• -ZB89D. 7Z -l5'18b.03 -3082.5' -Sl3ZH5 -385ao.B4 ·ZSOSO.Z4 

ila~asst nospr int "1 ant - : 985-04-18 
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----------------- ---------- COMFAR t. l - Ca•Put i nCJ ctnter at MFST, Be i j i nCJ ---

Cash+ I cw tab I es• pl"cducti en in us s ·aoa 

v,~r . . . . . . zoaz Z003 ZCQ4 

i ata 1 cash 'n+ I a11 48000.JO 480Qa.JC 48000.00 
----

• i ~anc ! a i rtsaurces o.aa a.oa a.oo 

5.1 i es, ntt at tax . 48000.JO 48000.00 48000.00 

~aul cash aut+ia11 . 3517UO 3l7'UC 3517"1.,0 

----
Taul ass1u .. o.aa a.ca a.ca 

Qp1rat 1 n<J cCists . 3'ZS49 .11 3ZS4U1 32549. ll 

Cast at ti nanct . a.ca a.ca a.oa 

~rpav1tnt a.aa a.OD o.ao 

Carparatt tax ZIJO.Z9 Zli30.Z9 Z030.Z9 

Qi~ I QtndS Pi id a.ao a.co o.ao 

Surplus ( dtticit ) 12820.oO lZSZO.oO lZSZUO 

Cu•u I attd cash ba I anc1 l:.'tOJ,9 .13 62489. 73 95310.33 

lntla111 lacal ... 36000.0D 30000.00 3oOOD.OD 

Outtla111 lacal ... 10804.Zli 10804.Zo 10804.Zli 

SurPlus ( deticit ) 19195. 74 19195.74 19195. 74 

[ntla111 larti<Jn .. 1zoaa.oa 1zaaa.oa 1zaao.ao 

Out+la111 tarti<Jn .. 16375.14 16375.14 16375.14 

Surplus ( d1t 1 cit ) -/)375.14 -IJ75. l4 -b..'75.14 

Ntt cashtla11 .... lZS2D.oO lZBZUO lZSZUD 
Cu1u I ated net cash t I 011 -lZBbS.04 -45.04 12775.50 

ba<JUU ~nspr1nt Plant - 1965-04-18 



---------------
Cashtlcw Di sccunti n9' 

ill Return on E~u1tY' 
Ntt prtsent viliUf -~7011:1.57 it 10.aa T. 
inttrniil ~itt at Return ( IRRE ) .. -l.'7 T. 

b) [nternil Ritt ot Return •ithaut autsidt ti~ancin13: 
Net prestnt vii I ut -31913. 00 at 10. 00 T. 
:nternill Rau ot Return ( IRR ) . . 3.QZ T. 

cl Future Value at cash outlla• during canstruct1an: 
Taul cash outtla• .. 11'1'1.00 
Future Value arni't.3't it 10.00 T. 

64 t OO ~COMFAi ,i~$ w1.1 UHIDO 

COMFAR t. l - Ca1put i n13 center at :1F:.t:!T, 3ei J 1 n'! --
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cp ~ .© 
t~fll SOMU~~! 

--------- COllFAR 1.1 - Ca1Put in! center cf Mt!:RT, Be i j i "'! --

Net i nccme statement in U5 s J ODD 

Ynr . 1990 19'11 1992 1993 t994 

7otai saiesi 1 nci. salts tax . ;ooo.ao moD.aD 34575.00 42'100.JO 48000.JO 

Lt55 : var i ab It casts, 1 nc I . sa I H tax . a.aa a.OD a.aa o.ao o.aa 

Variable ••r!1n ........... 9DDD .DD maD.oo 34575.ao 4Z'1aD.DD 480DD.aa 

As 1. at tota I Si I H ......... !DO.OD lDD.00 !CD.DC lOD.aa lDD.DD 

~an....,ariablt casui incl. dtprtciation 15589 .i.o m77.l>O 31BC8.l>O 30528.oo 39Sla.b0 

Qperationai 1ar9in . -esa9 .i.o -577.l>O Z71>G.34 11371.34 B48U4 

As 1. ot tota I Si I H -73.ZZ -Z.lli B.OC l'-85 17.69 

Cost ot ti nanct c.aD D.DC a.ac a.DO o.ac 
----

Gross pro+ it .. -li589 .oo -577 .l>O Z71ili.34 0371.34 e.~9.34 

Al I 011ancts ... a.ac D.OD a.on a.an a.ac 

Taxall 1 t prot it . -b589 .00 -577 .lib Z71lb.34 11371.34 8489 .34 

hx o.ao a.on D.00 a.DC ZS40.SO 
--- ----· 

~et profit . -li589 .oo -577.bli 271ib.34 1.371.34 5942.54 

0 iv I dtnds Pi Id . O.DC a.co a.co a.co a.ac 

Uno i str i buttd orot it -bSSUli -577 ,/,Ii Z7bli.34 0371.34 sm.;4 

Accu1u i ated und i str 1 buted profit . -0589 .oo -7lli7 .33 -4400. ~ l97C.34 7912.88 

Gross pro+it• 1. ot total salts . -73.ZZ -Z. lli a.ao 14.85 17.09 

Ntt ?rofit1 1. of total sa1es . -73.ZZ -Z. lli e.ao 14.85 12.38 

ROE ~It pro+1t1 1. ot aqu1ty .. -a.Z4 -0. 7Z 3. 4" 7 .97 7.43 

RO! ~tt profittinttrt5t1 1. of equity . -7 .b9 -a .113 z. 94 0.00 6.10 

ba9aHt ntllJ5Pr 1 nt PI ant -- 1985-04-tS 



Net i nccme statement 1n us S '000 

·1ear . 

·eta I Sil 1 es, 1 nc I . Sil In tiiX 
Less : vilr 1 aa I t cos ts 1 i nc I . sa I H tu. 

Var 1 ab It liirg 1 n . . 
As 'I. at tatiil sales 

Nan-variilblt casts• incl. dtprtciatian 

Qp1ritian1t 1i1rgin . 
At 'I, at tatill sales 

Cast at ti nanct 

Grass pro+i t . . 
A 11 a~ilnces . . . 
Taxablt pratit . 
iax 

'ltt prat 1 t . 

Q i V I dtndt Pi Id . 
Uno i str 1 buted Prat 1 t . 
Accu1ul1ttd undistributtd prati• . 

Grau pratit• 'I. at totiil Hitt . 
Ntt protit1 1 at totiil Hits . 
~OE ~et protit1 'I, at equity .. 

1'1'15 

48000.0C 
o.oo 

'81100.00 
100. oo 

3'1510.iio 

848'1.34 
17.11'1 

o.oo 

848'L34 
o.oo 

848'L34 
ZS40.60 

5942.54 

0.00 
5942.54 

13855. 42 

- 66 -
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COl'FAR l.l - Ca1puting center at i'!FERT1 Beijing ---

1'1'1b 

.\5000.00 
o.oa 

48000.0C 
100.00 

3'1510.oo 

848'1.34 
17 .b'1 

a.co 

~48'1.34 
o.oo 

848U4 
ZS40.60 

0.00 
5942.54 

1'17'f7.9S 

1H'1 
12.38 
H3 
UC 

1'1'17 

48000.00 
o.aa 

48000.C!! 
100.0C 

39510.iio 

848'1.34 
1H'1 

a.ca 

848'1.34 
a.ca 

848'U4 
Z54b.BO 

5942.54 

o.oa 
5942.54 

ZS740.4B 

17.b'l 
12.38 
U3 
UC 

1'1'18 

4BCCC.OO 
o.aa 

4BCCa.OC 
toe.ca 

3'1510.c.i. 

848'1.34 
17 .b'1 

a.aa 

848'1.34 
a.co 

848'1.34 
ZS4ii.SC 

5942.54 

0.00 
5942.54 

31b83.02 

17.&'1 
12.38 
7.43 
uo 

48000.JO 
0.00 

48000.00 
10a.oo 

3'1510. bt. 

848'1.34 
17.b'l 

o.oa 

848'1.34 
0.00 

848'1.34 
ZS40.8D 

5942.54 

a.an 
5942.54 

mzs.ss 

17 .b9 
12.38 
7.43 
3. 7S 

~Ol Net pratittinttrest1 'I, at equity . 

17 .b'1 
12.38 
7.43 
b.10 

bagaSSI! nospr int PI ant --- 1 '185·u4·l8 ------------------------------------------



- 67 -

~ ~ ~COMFAR ~~$ w1.1 UHIDO 

------------------------ COl'IFA~ 1.1 - Coaputin'! center at :fERT1 Btijin'! --

Net i ncome statement 1n us S '000 

Year . 

Tata I ii 1 es, 1 nc I . Si I es tax . 
Less: viriable costs• incl. ulu tu. 

Variable Hr'!in .. 
As 'I. at total salH 

Nan-variible casts• incl. depreciation 

Operational lir'!in . 
As 'I. at total sales 

Cost at ti nance 

Gross pr at it . . 
A 11 cwanclS . . . 
T uab I e ?rO t 1 t . 

Tix ... 

Ntt Protit 

Qi VI dtndS Pild . 
llndistributtd ?rotit . 
Accuau I ated und i str I outed ?rat it . 

Grau ?rotit1 'I. at total sales . 
Ntt pratit1 'I. ct total salts . 
ROE Ntt pratit1 'I. ot equity .. 
ROl Ntt pralit+inttrtst1 1. al equity 

2000 

48000.00 
0.00 

48000.00 
100.~0 

39232.36 

sm.64 
1a.Z7 

0.00 

871J/.~ 

o.aa 
am .64 
2030.~ 

11137.35 

o.ao 
1.137 .35 

_4.37!12 . 90 

16.27 
12.79 
7.68 
3.87 

2001 

i.aooo. ao 
o.ao 

48000.00 
100.00 

39232.36 

6767 .1.4 
1S.Z7 

o.ao 

8m .64 
0.00 

6767.1.4 
2030.~ 

6137. 35 

o.aa 
6137 .35 

49900.24 

18.27 
12. 79 
7.68 
3.67 

20~2 

48000.00 
0.00 

48000.00 
100.00 

a.aa 

6767.04 
a.OD 

am.~ 

2030.Z'l 

2003 

48000.00 
o.aa 

48000.00 
ioo.aa 

a.oo ---
am .64 

a.co 
6767 .64 
ma.~ 

2004 

48000.00 
a.ao 

48000.00 
100.00 

39232.37 

8m.li3 
~8.27 

a.no 

sm.i.3 
J.aa 

871ii.b3 
2030.29 

--- ------- -----
iil37.3S 

0.00 
0137.35 

50037 .S'I 

18.27 
12. 79 
7.68 
3.87 

0137. :;s 

o.aa 
ii137 .35 

62176..93 

18.27 
12. 7'1 
7 .68 
3.87 

iil37 .34 

n.aa 
0137. 34 

08312.27 

t8.Z7 
~2. 79 
7 .~a 
3.87 

----------
bi'!iSst nos print p I ant - 1985-(]4-tS 
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--------------------·---- ---- COMFAR 1.1 - Cc1put i ~'3 center at MFERT' Bt i Jing --

Pr-ojec:ted balanc:e 

Yur 

Total asst ts 

•ix1d i55tts1 nit at deprec i it ion 
Construct i an 'n progress 
Current asstts ... ' .. ' . 
C.sn1 bani ......... 
Cish surplus1 tinanct avai lib It 

Taul liibilitiH 

£qu1 ty capi UI 
Rtstrvts, rttl 1 ntd pr at it 
Prati t' ( I ass) . . . . . . 
Lan9 ind 11diu1 ter1 debt 
Current I i ib 1 Ii t llS . . . 

Bank averdratti tinance required. 
Total dtbt .. 

Equity, tat l1ib1litiH 

Pr-ojec:ted bal anc:e 

Yur 

Taul u11u 

Fixed anets1 ntt at dortc1atian 
Cwnstruct 1 an : n Pragren 
Current assets ...... . 
Cast.1 bani . . . . . . . 
Cun 'urP I us, ti nanct ava 1 I ab I e 

Tata I I i iO 1 I it 1 H 

:quity CIPltil 
Qeurvu, ''ta 1 ntd pr at it 
?rolitd lanl ..... . 
Lwng ~no 1101 u1 ttr1 ~tot 
Cur,ent i iaoi Ii tlfS 

aank OVlrdralt1 tininCI 'eau1rtd. 
~CUI dtDt . 

sheets• 

1987 .1 

7b5D.JO 

o.ao 
7bSO. 00 

Q.00 
0.00 
a.OD 

7bSO.aO 

7bS0.00 
0.00 
0.00 
0.00 
0.00 
O.OD 
0.00 

100.00 

sheets• 

1989 .z 

i9941.00 

74910. ao 
323UO 
1800.00 

a.co 
a.ao 

79941.CO 

79941.00 
UC 
u .JC 
a.JO 
U.00 
J.JO 
J.00 

!OD.JO 

c:ons tr-uc:t i on in 

1987 .z 1966.1 

msa.aD 13Z5D.JD 
----

7b50.00 10450.00 
2BD0.00 28DD.DO 

0.00 0.00 
a.on 0.00 
a.an 0.00 

104511. OD 13ZSD.OO 

10450.00 132Sll. 00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
O.OD 0.00 
0.00 0.00 
O.OD 0.00 

100. 00 lOD.00 

COl'fAR 1.1 

c:on!I tr-uct i on In 

--------------------------------------------·----

us s 'ODD 

1988. 2 1969.l 

4348D.DD 74910. ao 

13250.00 4348D.OO 
30230. 00 31430. 00 

0.00 0.00 
0.00 o.aa 
o.ao 0.00 

43480.aO 74910.00 

43480.aD 7491a.oa 
a.OD a.OD 
0.00 0.00 
a.ca 0.00 
a.no 0.00 
O.:JO o.ao 
o.ao a.aa 

!OD.OD 100.0D 

-------------
ba9asse nt~spr 1 nt pi ant - 1985-a4-1B 

- Ca1put 1 n13 center at llFERT' Beijin9 --
us s I ODD 
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COlfAR l.1 - Ca1putin9 center at l'fE.QT, aeijin9 

Projected balance sheet• product i on in us s , 000 

Yeu .... 19'10 19'11 im 1993 19'14 

Taul auets 78784.57 mm .o5 7751~.02 84Z6.HO 90447 .OJ 

Fi xtd assets, ntt at deprec i at i an 7117U4 64Z17.B8 5nsu2 50~U6 43333.ZO 
Construct i an in progress 0.00 0.00 0.00 0.00 0.00 
Current anlts ......... 7~.7b 13Z:i4. l7 15792.98 18152. 97 19041.07 
Cashr bank .......... 13't.38 zzs.oo ZZ7.4b 237 .so 237 .so 
Cash surplus. tin1nc1 avai I able . 0.00 0.00 '233.Zb 15578.37 Z7B35.96 

Taul li1bilities. 78764.57 77697 .05 77510.02 64ZOJ.60 90447 .b3 

Equity capital .. 7'1'141.0D 7'1'141.0D 7'1'14UD 7'1'141.00 7'1'141.aO 
ReurvH, reta i ntd prot it . O.OD -11589 .Ob -71b7.33 -4400. 9'1 1970.34 
Pratitdlau) ....... -1.589.0b -577 .Ob Z70b.34 !J71.34 5942.54 
Long and atd i u1 ttr1 d1bt . . O.OD 0.00 a.OD O.OD o.aa 
Current liaililitiH ..... !.00.51 1002. 93 1570.01 2352.20 ZS93. 7b 
8ank averdratt, ti nanct rtauirtd. 470b. 73 337.D ~ O.OD a.ao Q.iJD 
Total debt ....... 5433.24 ~m.38 1970. 01 2352.Zb 2593. 71> 

Equ1ty1 1. at I iabi I it its 101.47 lDZ.69 103.14 94.67 8S.3B 

bagasse nnsprint plant - 1985-D4-18 

COlf"AR 1.1 - Co1put i ng tinter at ~ERT I ae i j i ng 

P r o j e c t It d b a I a n c e s h e e t • p r o du c t i o n i n us S 'ODO 

Year 1995 19'11> 19'17 19'18 199'1 

Total H51ts 90390.16 102332. 70 108275.ZO 114217 .60 lZOlb0.30 
-------

Fixed HHts• net at depreciation 30371.64 Z9410.0'1 ZZ448.SJ 15480.97 aszs. 41 
Canuruct 1 an 1 n progress o.oo O.OD a .ao O.JO 01149.00 
CJrrent HHts . . .. 19041.37 19041.07 19041.37 19041. 07 :9041.07 
Cash1 bank ... . . . . m.so 237 .SD 237.50 237. so m.so 
Casn surp I us, ii nance ava i 1ibI1 . ~0739. 91i 53044.05 oo54B.a m5z.z3 31207 .33 

Tau I ii ibi ii ti es 90390.16 107332. 70 108275.20 114211. ao 1201oC.3C 
---- ------- - -- ---- --------

~qu1ty t1Pitlll 7'1'141.00 i9'14l.CO 79941.00 7'1'141. oc 79'141.JO 
~eservH, re ta 1 ne1 ~rot it mz.aa 13655.42 '9797. 95 25740.48 31083.JZ 
0 rot1 ti i Ian) . 5942.54 5942. 54 5942.54 5942.54 514Z.54 
-~n' and lld i u1 ~'" ~•bt a.JO UC J.JO u.ao J.JC 
:.irrtnt l1aoiiiti1S. 2593. 7o 2593. 71. 2593. 70 2593. 71. 2573. 7/, 
3an1 ~~•rdratt' ! i nance 'uu irtd. J.JO J.uO UC J.JO J.JO 
:au1 dt~t 2593. 76 2593. 71. Z593.7o 2593. 71. 2593.76 

~~YltY• t ~t I iao1 I it1H az. 93 78.12 13.33 b9. 9'1 bo.53 
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f ~ ta\COMFAf ;~ml w1.1 UHIDO 

------------------------ ·---- COl'IFAR 1.l - Ca1puting center at MFERT1 8eijing 

Projected balance sheet• production 1n us s '000 

YHr .... 2000 2001 2002 2003 2004 

Tata I a5Hts 120297. 70 132435.00 13857UO 144709. 70 150847 .JO 

Fixed asnts, net ot do rec i at i an /iml.15 503a7 .89 4%24.03 42'141.38 311ZS6.1l 

Construct 1 an in progress Q.OD O.DC D.DO a.cc a.OD 

Current asstts ......... l904t.a7 19041.07 19041.07 19041.07 19a4t.07 

Cur,, bank .......... 237 .so 237 .SD 237.Sa 237 .SC 237 .so 

Cash surp I us, ti nanct ava i I ab I e . 44027. 94 51i848.S4 1191111u1i 82489. 711 95310 .311 

Taul liabilities. 121i2'17.7a 1324.35.aC 138572.40 14470970 15084 7 .DD 

Equity cap1 tal .. 7'1941.00 7'1941.00 7'194l.00 7'1941.00 i~U.00 

Reserves, ''ta i ned ?rat it . mzs.ss 43762. 90 499CD.24 So037.59 112174.93 

Pratitd Ian) ....... &137.35 11137 .3S 11137.35 11137 .35 6137.34 

Lang and 11a i u1 ttr1 dtbt . 0.00 a.ca a.ca a.ca 0.30 

Cur .·ent I i ab 1 I it 1 es 2593. 711 2593. 711 2593. 76 2593. 7o 2593. 711 

Sank ovtrdratt1 linance required. O.DD O.OD a.ca a.ca a.CD 

iota I dtot ....... ZS.93. 711 2593. 711 2593. 711 ZS93. 711 2593. 711 

Equitv• 1, ot I iabi I it in 03.30 1i0.3o 57.119 55.24 52. 99 

bagasse nos pr 1 nt PI ant - 1965-a4-16 
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1.5. Version "3". 

For Version "3" it has been agreed to assume that the out

put would be split into two products - bagasse newsprint /of 

36.000 t p.a./ and bagasse based light weight coating paper 

/LWC/ - ca. 22.914 t. The total plant capacity remains thP same 

as in Version "1", i.e. 54.000 tons of paper p.a. However, since 

LWC paper requires more chemical components its total weight is 

higher by ca. 27.3% than the weight of paper base used for its 

manufacturing. It means that 18.000 tons of paper base remaining 

after covering the newsprint production requirements will be suf

ficient to yield ca. 22.914 tons of LWC. 

The net selling price for LWC has been assumed at US$ 600 

per ton /see Chapter II/ whereas the price for newsprint remains 

US$ 400 per ton. Total output of LWC is to be exported and total 

output of newsprint is to be sold at domestic market. According 

to information provided by ICIDCA officials the extension of the 

product-mix would require purchasing of additional machinery and 

equipment of ca. 4 millions US$. Additional cost for civil works, 

pre-production expenses and working capital has been assumed at 

ca. 1 million US$. Operating costs are also supposed to increase 

to allow for increased use of some inputs /8specially clay, l~tex, 

starch and utilities/. Relevant data for investment cost and pro

duction cost are given below. 

Under given assumptions the project yields some positive net 

cash flow although the overall profitability is rather low. IRR 

is estimated at 6.19%. NPV at 10% is negative /a deficit of over 

23 millions US$/. Since newsprint production seems to be less 

beneficial /as one can judge from previous versions/, the overall 

profitability of this version is likely to depend on the propor-
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tions of LWC and newsprint in the product-mix. For example, if 

the share of newsprint in the total output is limited to 27.000 

t p.a. and the share of LWC is increased to 34.371 t p.a. at 

full capacity, the internal rate of return grows up to 8.34%. 

The net present value of the project at 10% discount rate re

mains still negative /a deficit of more than 14 millions/. 

However, it should be kept in mind that these results must be 

taken as very rough estimates since the whole Version "3" has 

been examined on the basis of very tentative and sketchy data 

concerning cost level and structure. To make the analysis 111ore 

reliable, a much deeper study of Version"3" is necessary. 

Schedules 3.1 - 3.8. follow. 
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SCHEDULE 3.1. VERSION "3" 

Total Initial Investment Cost /in US$ '000/ --·-------------------------------------------

I. F~XED INVESTMENT 

1.1. Site Preparation and Development 

1.2. Building Structures and Civil Works 

1.3. Engineering and Design 

1.4. Machinery and Equipment 

1.5. Plant Installation 

II. PRE-PRODuCTION CAPITAL EXPENSES 

III. WORKING CAPITAL /FULL CAPACITY/ 

IV. TOTAL INVESTMENT COST 

63.800 

V. PROVISION FOR CONTINGENCIES /ca. 4% of I + II/ 

VI. TOTAL FINANCE REQUIRED 

500 

8.100 

5.000 

42.950 

7.250 

1.700 

5.600 

71.100 

2.900 

74.000 
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SCHEDULE 3.2. VERSION "3" 
============== 

!Minimum Coverage Coefficient I Amount Requiredi I T E M I Period in Days of Turnover I Total I of it 
I I Foreign I 

I I I 
I 1. AccaN1"3 RECEIVABLE I 12 I 1597 
I I I I 2. IlNENIORIES OF RAW MILS. I I 
I 2 .1. Bagasse I 100 2 I 45.9 

I 2.2. C.austic Soda I 9J 4 I 2fl5 
I I I 
I 2.3. Clay I 9J 4 I 351 
I 2.4. !-jydrogen Peroxide I 9J 4 I 182 
I I I 
I 2.5. Kraft IJkxxlpulp I 9J 4 I 424 

I 2. 6. r.khan.ical IM:xxlpulp I •9J 4 I 533 
I I 
I 2.7. Latex I 9J 4 I 113 
I I 9J 4 I 262 2.8. Other lrrpJrted /Cap.f 

I 
2.9. Other IrrpJrted ;S:x.v 9J 4 I 36 

2.10.0ther rocal MaterialF 45 8 I 43 
I I 
I 3. v.oRK-IN-PRCGIBSS I 1 2ffi I 52 

I I I 
I 4. FINialED PFU:JOCI'.3 I 10 36 I 516 

I 5. SPARE PARI'.3 I 2ffi 1 I 1653 
I I 
I 6. C~IN-HAND 15 24 I 3)3 

I 7. ACXUMS PAYABLE 3) 12 I -119J 

I I 

I MAL Fil'Wn: REGUIRE0 : 67CJJ - 119J = 'Xi:f) 

L 
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SCHEDULE 3.3. VERSION "3" 
============= 

A. ADDITIONAL COSTS /FULL CAPACITY IN US$/ 

1. RAW MATERIALS 

Clay 3924 t a. 155,69 

Latex 378 t a. 1200,0 

Starch 558 t a. 300,0 

Auxiliary 486 t a. 3000.0 

2. UTILITIES 

Water 4914 3 a. 904.0 m 

Steam 9000 t a. 8.80 

Eelctricity 1350000 kWh a. 0.02 

3. MANPOWER 8 men a 2728 

4. DEPRECIATION 10% of 4.000.000 

B. SALES PROGRAMME / IN TONS / 

1990 1991 1992 

NEWSPRINT 10000 20000 26000 

LWC PAPER 12730 16549 

I - Full Capacity 

610.928 

453.600 

167.400 

145.800 

1993 

32000 

20368 

197 

79.200 

27.000 

21.824 

400.000 

36000 

22914 



SCHEDULE 3.4. VERSION "3" 

-~::.~~'::<::!.~~12.-~~~!.-~<::~':.<!'::!_i:._/_~12_-~~~-~(2_(2_(2_{_:._1:.:~~-~~e.~<::~!.~ 

~ I I 
I
I I T E M I 1990 I 1991 I 1992 I 1993 I 1994 I I I 2000 2001T:~ 

I I I I I I I I I 

: 1. RAW MATERIALS - n.roRI'ED I 1813 I ~ I 6546 ffY57 9Xi4 I I I 
,--1 

I 2. RAW MATERIALS - UX:AL 253 : 703 I 914 1124 1265 : : : 

i 3. MANFOIJER /DIRECT/ 473 700 I 7r:JS 945 945 I I I 
I 4. UfILITIES 791 2198 I 2858 3517 3957 ! I I 
I 5. REPAIR AND MAINI'ENAOCE ~ l~ I l~ l~ l~ I I I 
I 6. FACKRY OVERHEAIB 1007 14~ I l~ l~ 14~ I l I 
II IDrAL FACKRY CXl3T 'Xh7 11996 l 14424 16993 18:81 I 18:81 / 18:81 

I I 
I 7. SALES AND DIS'IRIIUI'ICl'J I I I 

7.1. Transportaticn Coot 48 1:8 I ~ 253 284 I I 
I I 

7 .2. Sales ecst /5 US!l/t/ ~ 164 I 213 262 295 I I 
I 

CPERAT!Ni CXl3T i 5465 i 12318 I ~-1842 17~ 191€.0 l 191€.0 l 19100 

I I I 
8. DEPRECIATICl'J 

4% o:f 136CD + 10'..b o:f 51~ 

IDrAL PRCUCTICl'J CXl3T 

9. IDrAL PRCUCTICl'J <X'ST 
/prcxh.ct-mix: 'fl..b newsprint, 

~L~ I 

2ff)1 

8332 

I I 5734 

I 
I lill'Q 
I 
I 
I 
I 
I 
I 
I 

I 
I 5734 5734 5734 I r:J349 I ~ 
1 I I 
/ I I 
1 

6!S76 23242 24894 I 24009 I 24724 
I I 

I I I I 
I 
I I I 25741 I I 

I I I I 
I I I I I I 
I I I I I 

I I 
I I 
I I 
I I 
I I 
I I 
I 
I 
I 

ect. 

-J 

°' 



SCttlUULE J.5. 
==::::;======-===..:. 

I . CASI! INHOWS 

l.l. Sales Revenue /Newsprint/ 11 

1.2. Sales Revenue /LWC/ 21 

II. CASH OUTFLOWS 

2.1. Fixed lnve:;tment 

2.2. Pre-production Expenses 

2.3. Working Capital 

2. 4. Operating Co::it 

Ill.NET CASI! FLOW /I-II/ 

IV. CUMULATED NET CASH-FLOW 

NPV at 7(11£ ~ -23411 (o 

IRR :: 6, 19% 

1/ - Selling price 400 US$ 

2/ - Selling price 600 US$ 

VERSION "3" 

1987 1966 1989 

- - -
- - -

500 6.100 50.100 

400 500 400 

- - -
- - -

/900/ /8.600/ /50.500/ 

1990 1991 

4.000 8.000 

- 7.638 

5.100 -
500 -

1.200 1.900 

5.465 12.318 

/8.265/ 1.420 

CASH ~'LOW TABLE FOR /36.000 T 

1992 1993 1994 

10.400 12,800 14.400 

9.929 12.221 13.748 

- - -

- - -
900 1.000 600 

14.842 17.508 19.160 

4.~67 6.513 6.368 
-· 'l 



m:111sPHINT • 22.914 T LWC PAPER/. IN US$ ·ooo 

1995 1996 1997 1998 1999 2000 

14.400 14.400 14.400 14.400 14.400 14.400 

13.748 13.748 13.748 13.748 13.748 13. 748 

- - - - - 50.200 

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

19.160 19.160 19.160 19.160 19.160 19.160 

8.988 8.988 8.988 8.988 8.988 /41.212/ 

2001 2002 2003 

14.400 14.400 14.400 

13.748 13.748 13.748 

- - -
- - -
- - -

19.160 19.160 19.160 

8.988 8.988 8.988 

2004 2005 

14.000 14.400 

13.748 13.748 

- -
- -
- -

19.160 19.160 

8.988 8.988 

2006 

14.400 

13.748 

/22.194/ 

-
/5.600/ 

19.160 

/36.782/ 

+38.093 

....... 
00 
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SCHEDULE 3.6. VERSION "3" 

A. ADDITIONAL COSTS /FULL CAPACITY IN US$ '000/ 

1. Raw Materials 

2. Utilities 

3. Manpower 10 men a 2728 US$ 

4. Depreciation 10% of 6.000.000 

2066,6 

159,6 

27,3 

600,0 

B. SALES PROGRAMME /IN T AND US$ '000/ 

NEWSPRINT 1990 1991 1992 

TONNES 10.000 15.000 19.500 

VALUE 4.000 6.000 7.800 

LWC PAPER 

TONNES 19.095 24.823 

VALUE 11. 457 14.894 

689 

53 

5 

100 

1993 

24.000 

9.600 

30.552 

18.331 

1994 

27.000 

10.800 

34.371 

20.623 

~VALUE 
17.457 22.694 27.931 31.423 



SCHEDULE 3.7. VERSION "3" 

-~~~~e~~~!-~-~~~-~~L~~-

l 
I I I I I I I I ' I 

I I I I I I I I 
: I 1990 I 1991 I 1992 1993 I 1994 I I I 2000 1 2001 I 

I 
I 
I 
I 

I I I I I I I 
1. RAW MATERIALS I I I I I I I 

- imported I 1813 1
1 

5418 7044 8669 I 9753 I I 
I I I I 

- local I 253 I 703 914 1124 I 1265 I I 

2. UTILITIES I 791 I 2228 2896 3564 I 4010 I I 
3. MANPOWER I 473 I 713 760 950 I 950 I I 

970 \ 1940 1940 I 1940 \ 1940 I I 
1110 I 1480 1480 1480 1480 1 \ 

I I 
5410 I 12428 15034 17727 19398 I l 

I I I 
I 

48 I 164 214 263 296 I 
50 I 110 222 213 301 I 

I I 
5508 / 12816 15410 18263 20001 20001 20001 I 

I I 
I 

4. REPAIR AND MAINTENANCE 

5. FACTORY OVERHEADS 

FACTORY COST 

5. SALES AND DIS~RIBUTION 

a. Transportation 

b. Sales Cost 

OPERATING COST 

2917 I 5834 5834 5834 5834 5749 5664 I 
I I 

I 7. DEPRECIATION 

I I 
I I I 
I I I 

8425 I 18650 21304 24097 25835 I 25750 25665 I 
I _ _J 

I 
I 
I 
I 
I 
I 
l 

4% of 13600 + 10% 
of 52900 

TOTAL PRODUCTION COST 

I 

00 
0 



SCllEUULE 3.8. ;::============ 

1987 1988 

I. CASH INHOWS 

1. Sales Revenues - Newsprint - -
2. Sales Revenues - LWC - -

11. CASH OUTFLOWS 

l. Investment 

1.1. Fixed Investment 500 8.100 

1.2. Pre-production Expenspq 400 500 

1.3. Working Capital - -

2. Operatin£ Cost - -

I II. NET CASll- FLOW /I - II/ /900/ /8.600/ 

IV. CUMULATED NET CASH-FLOW 

NPV at 10% ; - 14.567 (o 

IRR ; 8.34% 

VERSION "3" 

1989 1990 1991 

- 4.000 6.000 

- - 11.457 

51.100 5.100 -
400 500 -

- 1.200 1.900 

- 5.508 12.816 

/51.500/ /8.308/ 2.741 

i 

CASH-FLOW TABLE: 27.000T NEWSPRINT 

1992 1993 1994 

7.800 9.600 10.600 

14.894 18.331 20.623 

- - -
- - -

l.000 l.000 600 

15.470 18.263 20.001 

6.225 8.668 10.822 

o:> 
t-' 



34.::rll T LWC PAPl::R, /IN US$ ·ooo; 

l'J":. 1996 l~d7 1998 ~999 2000 

--
-

10.800 lU.800 10.800 10.800 10.800 10.800 

20.623 20.623 20.6?'3 20.623 20.623 20.623 

- - - - - 51.200 

- - - - - -
- - - - - -
20.001 2C. '"-'i 20.001 20.001 20.001 20.001 

11.422 11. 422 11.422 11.422 /39.778/ 11.422 

I 

2001 2002 2003 

10.800 10.800 10.800 

20.623 20.623 20.623 

- - -
- - -
- - -

20.001 20.001 20-001 

11.422 11.422 11.422 

2004 2005 

10.800 10.800 

20.623 20.623 

- -
- -
- -

20.001 20.001 

11.422 11.422 

2006 

10.800 

20.623 

/22.544/ 

-
/5. ·1001 

20.001 

39.666 

73.255 

I 

00 
N 



83 

1.6. FJnancial Plan. 

Theoretically several options of financial plan inciuding 

some form of foreign participation can be envisaged to be applied 

for the project. The original idea advanced by the Cuban auti1ori

ties was to establish a "joint-venture" project with the share 

of foreign equity up to 49% of total capital on the basis of new 

public law regulations allowing for the creation of mixed-capi

tal enterprises within Cuuan economy. The remaining 51% /or more/ 

at the capital would be provided by the Cuban government through 

the Ministry of Sugar Industry. 

This form of financing though quite attractive for local 

partners requires comparatively high profitability ratios for 

the project in order to encourage foreign investors to partici

pate in the venture in the form of direct investment. 

However, obtained results of financial evaluation point out 

very clearly that Versions "0" and "1" and to a lesser extent 

Version "2" have no or little chance to meet these standards and 

it would be unlikely to find foreign co-sponsors for the project. 

It seems that in this case a foreign debt - local equity 

financing pattern would be more realistic. If onP rejects Version 

"0" and "1" as e11tirely unsatisfactory, any loan financing for the 

Version "2" has to take into consideration very low levels of 

profitability indicators and high vulnerability of the project 

with respect to selling price. Debt service obligations push the 

required net selling price even higher. Below are given break

even selling prices for several most typical modes of financing 

/schedule 3.9/. As it can be seen in case of loan financing higher 

cost of capital can by offset by lo~er depreciation rates, which 
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This is because lower depreciation rates mean longer period 

of recovering the invested capital and therefore foreign investors 

always insist to shorten the depreciation period. 

For Vesion "2" which is probably the only one which can be 

further examined three modes of financing have been discussed 

and are given below. It is clear that the project should be fi

nanced partly by a "soft" foreign loan with interest charges not 

exceeding 4-5% p.a. and partly by government contribution in the 

form of equity. Commercial loan even if granted by foreign ban

king institution would have to be guaranteed by the Cuban govern

ment and would inevitably create a liquidity proble~ for the com

pany due to high debt service burdens. 

It is therefore recommended to apply for a "soft" loan in 

a country where the main production equipment is purchased from 

and the financing can be obtained through a government export pro

moting agency. It might be possible also to get very favourable 

financial conditions for the purchase of a second-hand equipment. 

There are several industrialized count~ies which would be willing 

and able to finance the contract among them Sweden, Finland, Ca

nada and also some COMECO~ countries. 

A financial plan has been presented below for Version "2" 

assuming Debt/Equity ratio= 2 and 10% interest charges /Sche

dule 3.10 /. 
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in turn are rather impossible to maintain if a "joint-venture" 

form was proposed. 

SCHEDULE 3.9 VERSION "2" 
==========:::::==== 

~ Unit Cost of Pro-\ Minimum Requi-1 
I duction /incl.in-I red Selling I 
I MODES OF FINANCING d · Pri·ce ; 1·ncl. I terest + epreci-

1 I ation/. Full ca -
1 

debt service/ll I 

I pacity I Full capacity I 

t-~~~~~~~~~~~-1-~~ ~~~~~-1-~~~~~__;..I 
I I 
I 1. Government Contribution a. 368 368 I 
I Only b. 341 341 1 
I 

\2. Government Contribution a. 394 425 I 
i plus foreign loan: I 

D/E = 50/50, interest b. 367 40£; I 

I 

10% 

3. Government Contribution 
plus loan D/E = 50/50 
interest 5% 

14. Government Contribution 
I plus loan D/E = 67/33 
I interest 10% 

! 
15. Government Contribution 
I plus foreign equity: 
I 51/49%, dividends 5% 

I 

a. 381 

b. 354 

a. 399 

b. 372 

a. 388 

b. 

409 

382 

440 

413 

388 

I 
I 
I 
i 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

~~~~~~~~~~~~-'-~~~~~~~~-'-~~~~~~! 

a/ - Depreciation: 4% of 18.050 + 10% of 63.950 7 .117 

b/ Depreciation: 5% of 82.000 4.100 

7./ - No profit. 



SCHEDULE 3. 10 
==:....::=========~ 

D/E :: 2.0 

-~~~~~~~~~-~~~~~-~~~~~~~-~~~~-~-~~~~~-~~~~~~
/in US$ 1.00C/ 

1987 1988 1989 1990 1991 1992 

1. Government Contribution 
/local equity/ of 31.000 13:D 12700 22:D 7<3:£ - -

2. Long term foreign loan
11 

of 54.000 - - 54(U) - - -

3. Short term foreign loan
21 

of 6.000 - - - ff:t:fJ - -

4. Interest during Pre-production - - 5400 5400 - -

a. long term - - - EOO - -

b. short term - - - - - -

5. Amount to be repaid /2 + 4/ 
at the end of period a. - - 58lro 65940 65940 65940 

b. - - - f££[) 49:D 33)) 

6. Repayments of Principals 
a. Long term loan - - - - - -

b. Short term loan - - - - 16:D 16:D 

7. Interest payments /per ton/ - - - - 119 SD 

a. Long term loan - - - - 6594 6594 

b. Short term loan - - - - f£IJ 495 

8. Total investment payments - - - - 7254 7009 

9. Unit production cost - - - - 567 497 

' ' 

1/ ~1d :~/ - see c1 sepill"'dte ~t:e 

VERSION "2" 

1993 1994 1995 

- - -

- - -

- - -
- - -

- - -

- - -

- - -

18:D - -

- l().B) l().B) 

16:D 16:D -
71 61 :D 

6594 6594 5495 
w 165 -

6924 6759 5495 
4:D 429 418 

1996 

-

-

-

-
-
-

-
-

10*0 

-
40 

4396 
-

4396 
Llffi 

aJ 
O' 
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Financial Plan - Additional Information VERSION "2" 

1. Project is to be finC!Ilced partly by local equity /govern

ment contribution/ of 31 million US$ and partly by foreign 

loans - long term loan of 54 million US$ and short term 

credit of 6 million US$. Therefore the debt/equity ratio is 1.94. 

2. Long term loan for the purchase of the machin~ry and equip

ment is disbursed 1.01. 1989,with interest rate of 10% /inclu

ding commission/ and repaid in 6 equal annual installments with 

4 years grace period, i.e. repayment of principals starts in 

1994. Interest capitalized over 1989-1990 an~ is to be paid 

annually starting in 1991. 

3. Short term credit to finance partly working capital and partly 

other investment cost - is to be repaid in 4 equal annual in

stallments starting in the second year of operation, i.e. 1991. 

Interest at 10%. 
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C H A P T E R IV 
===================== 

NATIONAL COST-BENEFIT ANALYSIS 

/Economic Analysis/ 
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This part of the study should give us an idea of the project's 

contribution tc the national economy as a whole. Thus, in this 

Chapter a macro-perspective is a decisive and dominant point of 

view for the evaluation of the project under consid~ration. 

After studying the information supplied by the ICIDCA team 

the UNIDO Value Added Approach has been selected as the method to 

carry out the national cost-benefit analysis. High grade of inte

grity of this aporua~h with the financial analysis and complexity 

of the method as well as its openess to any non-routine aspect of 

the discussed problem were considered to be important merits for 

the economic evaluation. The following stages of economic analysis 

have been undertaken creating the basis of consequent paragraphs 

of this Chapter: 

1. Analysis of Recent Tendencies in Cuban Economy. 

2. Discussion and Estimates of the National Parameters for Cuba. 

2.1. Social Rate of Discount. 

2.2. Adjusted Rate of Foreign Exchange. 

3. Integrated Value Added Analysis and Discussion of the Possible 

Impact of the Project on the Balance of Payments of the 

Country. 
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1. Cuban Economy - Recent Tendencies. 

Cuba has a socialist, centrally planned economy, is a member 

of the Council for Mutual Economic Assistance /CMEA/. Following 

the 1959 revolution Cuba adopted t~e new political and economic 

system and succeeded in accelerating its economic development as 

well as reaching important social targets /liquidation of illite

racy, promoting medical care for the whole society, etc/.
1

/ 

National accounting system in Cuba employs two basic measu

res of growth: gross material product /GMP/ and gross social 

product /GSP/. The latter is the most commonly used measure and 

includes the value of all goods and productive services generated 

in the country within the course of a year. It does not include 

the value of ssi·vices such as: finance, housing, public health, 

education, public administration and defence, which according to 

Cuban methodology are classified as consumption. It does, however, 

include transportation, communication and trade sectors, which 

in turn are not included in GMP category. 

Economic growth calculated in terms cf GSP and its struc

tural distribution is shown in Table I/1. The figures demonstra

te that between the years 1975 and 1983 GSP grew by 75% with con

siderably slower growth in the early eighties compared with the 

seventies. 

1/ - For details look: Kuba - opyt obszczestwiennowo razwitija. 
Mcskwa 1979; accelarated public investment efforts after 
the revolution are described by C. Brundenius: Development 
Strategies and Basic Needs in Revolutionery Cuba, in Brun
denius, C., Lindahl, M. /eds/, 1982. 
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TABLE I/l 

/1975 - 1983/ /1975 = 100/ 

I I 
I 1979 1980 1S92 1983 19831 
I 1982 

INI;JUSTRY I 120.5 149.9 158.2 I 
1117.7 105.61 

CONSTRUCTION I 125. 5 125.5 144.1 159.6 110. 71 

AGRICULTURE I 128.1 212.9 215.6 I 
I 122.9 101. 31 
I 

TRANSPORT I 121. 8 141.6 160.2 166.7 104.ll 

COMMUNICATION I 194.1 246.2 260.9 I 
1172.2 106.01 

COMMERCE 1122.3 121.7 177.0 194.2 190.71 

OTHERS I 283.0 391.2 441.3 
. I 

1248.8 112.81 

GROSS SOCIAL PRODUCT 1120.8 124.3 164.5 175.0 106.41 

I I 

Source: Own calculations on the basis of : Cuba en cifras. Comite 
Estatal de Estadisticas. La Habana 1983. 

Growth of the majority of sectors during the period under 

consideration has been generally in line with overall economic 

change. Thus, the diversification of the economy has remained ra

ther slow, with no single sector significantly altering its con

tribution to GSP up to the end of the seventies /safe for the com

munication/. 

In general, the industry has been diminishing its share in 

GSP. It decreased by 9.6% between 1975 and 1983, still accounting 

for more than 40% of the social product. However, within the sec

tor, light industry continuedto grow faster than the heavy one. 
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Among the sectors with slower growth than the overall eco

nomy were also construction and transport. Their shares in GSP 

have thus decreased slightly. The most considerable increase of 

the share took place in such sectors as: communication /still 

accounting for less than 1% of GSP/, agriculture and commerce, 

in case of the last two sectors the main change taking place in 

the eighties /compare Table I/2/. 

TABLE I/2 ----------

Structure of the Gross Social Product in Cuba 1975 - 1983 --------------------------------------------------------
I In current prices, a·t factor cost/ /%/ 

1975 1980 1982 1983 

INDUSTRY 47.8 46.4 43.6 43.2 

CONSTRUCTION 8.9 9.0 7.8 8.1 

AGRICULTURE 11.9 12.l 15.1 14.4 

TRANSPORT 7.2 8.2 6.9 6.8 

COMMUNICATION 0.5 0.8 0.9 0.8 

COMMERCE 23.5 23.0 25.3 26.1 

OTHERS 0.2 0.5 0.4 0.6 

TOTAL 100.0 100.0 100.0 100.0 
I 
I 

__ _J 

3ource: As in Table I/l 

Construction and housing have been identified as a major 

bottleneck of socio-economic development of the country. In 

recent years, however, this sector has been boosted by the con

struction of hotels and by the modernization and expansion works 

in some principal ports /Habana, Cienfuegos, Mariel, Matanzas/. 
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In the y2ars to come the main thrust of this sector is supposed 

to be in infrastructure development and social services /hospi

tals and schools/. 

The contribution of agriculture to GSP increased in the pe

riod 1975-1983 by 21%. Irrigation, increased use of fertilizers 

and substantial mechanisation have enabled the total acreage plan

ted to sugar and other crops to be more than doubled since 1975. 

State farms account for more than 80% of arable land but govern

ment policy is now to provide incentives for small private farmers 

and to encourage them to form production cooperatives. Since 1980 

farmers have been allowea to sell their surplus production on the 

free market /Mercado Libre Campesino/ once they had met their tar

gets in the planned economy, which has stimulated output. 

Agricultural production, however, has been affected recently 

by bad weather conditions and insect pests. T.1e main losses were 

in sugar and tobacco. Despite it, sugar still accounts for much 

of the growth in the agricultural sector. 

Fishing and fish processing which make a significant con

tribution to Cuban exports, particularly as overseas sales are 

entirely to market economies, suffered from decreasing catches, 

partly due to the establishment by many countries of 200-miles 

limits. 

In spite of its declining share in GSP the most significant 

changes took place withiD the industry sector. With the efforts 

for restructuring the economy it has been given a high priority 

and about 42% of Cuba's budget11 has been recently allocated in 

indus~rial investment. ~ain streams of industrial activity are 

concentrated in sugar processing, metal industry, oil refining 

and the production of fertilizers, textiles, cement and foodstuffs. 

1/ - Economic Survey of Latin America and the Caribbean 1982, Vol. 
I. UN, Santiago, Chile 1984, p. 268 
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The manufacture of raw materials and investment goods based 

on domestic resources is also gaining in importance. Projects 

under way in this area are primarily aimed at import substitution 

but are also to some extent seeking to create new export capaci

ties /e.g. cement production/. The steel production is set for 

expansion with financial and technical aid from the Soviet Union. 

The energy sector is heavily dependant on imports of crude oil 

and oil derivatives, primarily shipped from the U.S.S.R. However, 

offshore oil exploration, carried out with ~exican and Soviet 

assistance has resulted in the rise of production. 

Despite the efforts to diversify the national economic struc

ture, sugar is still central to income generation /about 9% of 

GSP/ even within the industrial sector. This high dependency on 

sugar, ·~hich has long been the major agricultural crop among quite 

a wide variety of tropical crops in Cuba, makes the overall econ

nomic performance being heavily influenced by the results of each 

harvest. Moreover, with sugar accounting for large part of export 

earnings, in the short run, international sugar prices and the le

vel of its production to a large extent dictate the pace of GSP 

growth. Low international sugar prices j~ recent years have thus 

had a depresive effect on the Cuban economy. Of course this was 

not the only factor that caused the d2cline of growth rate in the 

recent decade. The deterioration of terms of trade in the '80-ies 

was also due to higher priced imports and not only to low prices 

of major export commodities. Among the external factors the over

all world recession has had a general depressive impact on Cuba's 

national economy, too. Simultaneously, the economy suffered through 

the considerable increase of the financial service of its foreign 

debt. 

Foreign trade is important to Cuban economy accounting for 

about 35% of national product /export and import separately/. Ac

cording to official Cuban data imports regularly exceeds exports, 
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i.e. foreign trade deficit is a structural feature of the 
1/ economy. 

Foreign trade has been expanding rapidly in recent years
21 

although there has been rather limited commodity diversification 

of exports which remains almost totally composed of agricultural 

and mining products. Slightly more significant diversification 

of export commodity structure in the last decade took place with

in the exports to market economies. The number of items exported 

has augmented considerably, including as well semi-manufactured 

goods. On the imports side, oil, capital and transport equipment 

and mechanical engineering products dominate. 

1/ 

2/ 

- Compare Vos R., The Role of t11e State and Participatory 
Planning, in: PLanning for Basic Needs in Latin America, 
Institute of Social Studies, The Haque, 1985, p. 13. 

- E. Sarvera: Cuba Seeks to Expand its Trade with the West, 
Journal of Commerce, 25.06.1984. 



·r~~~LM~-= ~-u~!1.!1_!..?~:_i~_!l _ _!_;_a_~2 _ _}_9_?~ _ _:-__ 1_9_8_:3_f_!"_i}_l_i_?_!~s__o_!__5:_~_a_!l _ _!'_:.:>_?_8..!_.S:~.!'.!'_e_!l_t _ _!'_:_!.5_e_:ij_ 

1---------· I 1910 11911 l97211913 I 19741191s I 19·15 1977 197~ [ 19;9 1980 l91ll i 19s2 i 19B3 I 
r I I I I I 
hoTAL ExroR·rs I 1050 I 861 771 11153 2237 12952 2692 2910 3440 I 3493 3967 4210 I 4940 I 5531 I 

I Soviet Union I 529 l 304 224 I 477 811 11662 1638 2066 249612418 2253 2414 132971 4761 I 
I Rest of Socialist Countries I 248 I 261 197 I 268 472 I 341 452 377 420 I 513 534 767 I 883 I I ! Rost of th• World ~273 ~ 296 350 I 408 9541 949 602 475 5241 562

1
1180 10291 760 I 770 I 

ITO'l'AL IMPORTS I 1311 I 1387 1190 I 1463 2226 j 3113 3180 3462 3574 I 3687 4545 5158 I 5537 6224 I 
I Soviet Union I 691 I 731 714 I 811 102511250 1490 1858 232812524 2829 322313756 5403 I 
I Rest of Socialist Countries I 226 I 239 200 I 224 328 I 437 374 482 521 I 534 711 952 I 1153 I 

_I Retit of the World l 394 I 417 276 I 428 873 I 1456 1316 1122 725 I 629 1006 I 983 I 628 821 I 
I I I I I I I I I i---- -, I I I I I I I 

-1ovERALL BALANCE l-261 l-526 I -419 I -310 I 11 l-161 I -488 I -544 -134 I -194 -578 I -948 I -597 -693 I 

I Soviet Union 1-162 I -427 I -490I-3341-214 I 412 I 148 I 208 168 I -106 -576 I -809 I -459 _642 I 
I Rest of Socialist Countries I 22 I 22 I -3 I 44. j 144 I -66 I 78 I -105 -101 I -21 -177 I -185 I -279 ·1 
I Retit of the World 1-121 1-121 I 741 -20 I 81 1-5071-71.41 ·-647 -201 I -67 1741 461 132 -51 I 
L I I I 1 I I I I I I ! I 

Sources: Economic Survey of Latin America, UN, Santiago de Chile 
---- 1982 on the basis of data from Anuarios Estadisticos de 

Cuba, National Bank of Cuba; 
Economic Survey of Latin America and the Caribbean, 1982, 
Vol. I, UN, Santiago, Chile, 1984. 

"' °' 
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Sugar cane prod1..1ction which dominates the Cutan economy 

provides also the majority of its export earnings. Cuba has long 

been the world's biggest raw sugar exporter and plans to retain 

this position throughout the eighties. 

TABLE I/4 ========== 

1978 1979 1980 1981 

SUGAR 85.9 84.7 82.7 78.4 

NICKEL 4.5 4.4 4.6 7.4 

TOBACCO 2.0 1.7 0.9 1.3 

COFFEE,TEA,COCOA 0.6 0.6 0.6 0.7 

FISHERY PRODUCTS 2.5 2.8 2.3 2.3 

PETROLEUM PRODUCTS 0.8 1.5 1.8 0.4 

OTHERS 3.1 4.2 4.7 5.6 

RE-EXPORTS 0.5 0 .1 2.4 3.9 

TOTAL 100.0 100.0 100.0 100.0 

Source: Own calculations on the basis of the data of the 
National Bank of Cuba 

The dominating position of one commodity item in the export 

structure makes the country highly dependent on the evolution of 

the world market situation. When the world sugar prices were ri

sing steadily in the early seventies, Cuba increased the share of 

its imports coming from non-centrally planned economies. Then with 

the unfavourable change on world sugar market, Cuba has been forced 

to adjust its development goals to new, less positive conditions. 
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TABLE I/5 ========= 

1978 1979 1980 1981 

FOODSTUFFS 17.6 17.0 17.1 16.9 

RAW MATERIALS 
/EXCL. FOOD/ 4.2 4.2 4.3 4.2 

MANUFACTURES 16.5 17.5 16.3 16.6 

FUELS AND LUBRICANTS 17.7 20.6 20.5 22.4 

CHEMICALS 6.1 6.5 6.6 6.5 

MACHINERY AND 
TRANSPORT EQUIPMENT 34.4 34.1 35.2 33.4 

TOTAL INCLUDING 
OTHERS 100.0 100.0 100.0 100.0 

Source Own calculation on the basis of the data of the 
National Bank of Cuba 

Cuba's major partners are the CMEA countries. Trade ties with 

these countries have been intensified in recent years, so that 

this area acccunts now for some 85% of total foreign trade turn

over of Cuba compared with 56% in 1975. Most of trade is thus 

handled on a clearing basis at relatively stable prices and many 

Cuban export prices well above those ruling in international mar

kets. 
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I 1977 1978 1979 1980 1981 198;~; 1 
I 

--

UNIT EXPORT VALUE 

Soviet Union 321.7 454.6 446.9 563.9 550.0 542.C 

Market Economies 205.2 195.9 226.7 407.2 314.0 232 _(., 

UNIT IMPORT VALUE 

Soviet Union 184.3 195.9 202.4 217.1 210.0 2?5.4 

Market Economies 150.8 166.9 200.2 226.4 210.1 183.4 

TERMS OF TRADE 
/GOODS/ 

Soviet Union 201.7 232.1 220.8 259.7 261.9 240.E 

Market Economies 136.1 117.4 113.2 179.9 149.5 126.5 

a/ - Preliminary figures estimated by ECLA 

Source: Economic Survey of Latin America and the Gar.i.bbean, 1982, 
Vol. I. UN, Santiago, Chile, 1984 

Despite its close integration with the CMEA countries Western 

export markets continue to be important to Cuba as foreign currency 

earnings are indispensable to finance essential imports of chemic.<>'. 

products, high technology capital goods, pharmaceuticals and a nu~

ber of spare parts. Acute shortage of hard currency is the result 

of a number of factors, including low world sugar prices, high in

ternational interest rates and the drying up of Western credits. 

ThuE" the world sugar price slump forces to reduce Cuba's imports 

frow the West. It should be acknowledged that close links ~ith tre 

I 

I 
I 
I 
I 
I 
I 
I 
I 
' 
I 
I 
i 
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Soviet Union have softened the impact of the current wor~d rece

ssion on Cuban economy. 

Chief trading partners among the Western industrialized coun

tries are: Canada, Japan, Spain, the Netherlands, the United King

dom and the Federal Republic of Germany. Japan, Canada and Iraq 

play the leading role among the non-Comecon sugar importers. 

COUNTRY 1977 1979 1980 1981 1982 

u.s.s.R. 54.4 52.9 44.0 45.3 57.2 

CHINA 7.4 6.7 8.3 8.1 11. 7 

JAPAN 7.3 4.1 4.3 5.0 3.8 

BULGARIA 2.6 3.0 3.8 3.5 3.6 

GDR 2.8 3.1 3.4 3.6 2.8 

ALGERIA 2.4 2.8 3.3 3.6 2.7 

EGY::T 1.8 1.5 2.2 2.3 2.5 

CANADA 3.9 4.3 4.3 5.3 2.1 

MEXICO 0 0 6.5 2.0 1.8 

IRAQ 2.6 3.4 4.5 2.5 1. 7 

TOTAL INCL. OTHERS I 100.0 100.0 100.0 100.0 100.0 

I 

Source: Own calculations on the basis of data of Lloyds Bank Group 

Economic Report, 1983 
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2. National Parameters. 

2.1. Social Rate of Discount -----------------------
Social Rate of Discount /SRD/ provides a link betweefi costs 

and benefits occuring in differert periods. Social Rate of Discount 

is the discount rate at which society as a whole is ready to accept 

lower weights assigned to future benefits and costs as compared 

with those of the current year. 

In our case the SRD has been calculated by an iterative pro

cess taking into consideration the following elements of the rea-

soning: 

a. analysis of prevailing market interest ra ... es on leading capital 

markets, 
b. analysis of the level of development of the country and expected 

growth rate of the national ec0:10my, 

c. analysis of the financial position of the country, 

d. analysis of the situation en the domestic market with speciaJ 

attention to the rate of i~flation, 

e. analysis of the overall situation on international markets, 3S 

well as domestic and world political and economic s~ability. 

While estimating Social Rate of Discount the prevailing in

terest rates on the most important international capital markets 

should be used as the starting point and the reference level for 

any further adjustments. 

The actual long-term intere8t rates vary from market to mar

ket and from country to country depending on inflation rates, cur

rency stability, international capital movements, trade balances, 

etc. Typical reference levels for the "Commercial Prime Lending" 
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are 1/ 

- low : Japan /5.5%/, 

- medium : Switzerland, West Germany, the Netherlands /7.5% - 8% -

8.5%/, 

- high: USA, Canada /10.5% - 11.5%/. 

Eurodolar rate in London /L:BOR/ is ranging from 9.8% to 

10.4%. 

In the next step, information concerning international mar

ket interest rates should be adjusted by a set of premium coeffi

cients /negative or positive/ in order to take into account spe

cific features of the analyzed economy or prospects of the world 

economy. 

Here the formula was used: 

where: rm stands for the market interest rate and Pi for a pre

mium; Pi ) 0 positive premium, Pi ( 0 a negative one. 

Arguments for applying premium coefficients increasing 

the level of SRD above the prevailing market interest 

rate /Pi ) 0/: 

a. Financial position of the country. 

Cuba has been recently facing a difficult situation in the 

foreign trade, especially with its convertible currency part

ners21 and is a net borrower of capital. In early eighties 

Cuba was largely influenced by the world recession and radical 

decline of the sugar/from 16.88 cents per pound in 1981 to the 

level of ca.8.5 cents in 1982-1984 and below 4 cents in 198531/ 
1/ - All informdtion he~e dated 9-15 March 1985, data provided by 

Chase Manhattan, Banque de Commerce /Belgium/, Nederlands 
Credie~ebank, Deutsche Bank and others. 

2/ - See: Journal of Commerce from 25.06.1984 
3/ - Compare : Movimiento del Mercado Azucarero, Raporte, 14/1985 
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and nickel prices. Terms of trade both with market economies 

and Comecon countries have bten showing recently declining 

tendency. 

At present Cuba has to face an increasing burden cf the finan

cial service of the foreign debt. According to internati0nal 

sources1/ Cuba's foreign debt in convertible currency amounted 

in 1982 to 2683 mn US$ and in 1983 /both governments and priva

te banks/ to ca. 3500 mn US$. 

Since 1982 Cuba has been renegotiating the terms of its hard 

currency debt covering govern~ent guaranteed credits and com

mercial bank loans. Terms of rescheduling were agreed in March 

1983 and in July 1984. 

b. The Overall Situation on International Markets and the Pros

pects of the World Econcmy. 

In the last decade world economy has been subject to deep 

structural transformations as a result of numerous shock phe

nomena and long run processes /weak dynamism of growth, energy 

crisis, rocketing inflation, monetary-financial crisis, deep 

and long-lasting recessions, neo-protectionism, structural 

changes in irdustry, international trade and technology, terms 

of trade evolution, etc/. 

Adjustment processes prevailing in different countries and re

gions change to a large extent their position in the world eco

nomy. They reflect diversified adjustment capacities of indivi

dual economies and regions. The effectiveness of these adjust

ment movements is a decisive factor in shaping the future po

sition of individual national economies in the interdependent 

world. 

1/ 
- Compare e.g. The Economist Intelligence Unit, Annual 

Supplement 1984. 
I 
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The group of countries which are net borrowers of capital and 

have serious difficulties in servicing their foreign d~bt is 

constantly growing. The gap between consumption level of high

ly industrialized, richest co~ntries and economic possibilities 

of developing countries are facing serious trouble in their 

balance of payments. All this may lead to serious liquidity 

problems for private banks and even some countries. In long

and medium-run the situation is complicated and difficult to 

be predicted. Capital is already a scarce factor on many mar

kets and a rising tendency of international market interest ra

tes, after some fluctuations in the short-run, may be a pre

vailing tendency for medium- and long-run. 

Arguments for applying premium coefficients decreasing 

the level of SRD below the prevailing market interest 

rate /Pi ( 0/: 

a. The Level of Development and the Expected Rate of Growth of 

the National Economy. 

Cuba has a socialist centrally planned economy characterized 

by a relatively high level of development in Latin America 

terms. National Income /GSP/ was estimated in 1981 at the le

vel of 22.2 bn pesos11 /2.289 pe~os per capita/. World Bank 

estimate for 1979 was GNP= 13.920 mn US$ /1420 US$ per head/. 

After the Revolution Cuba managed to increase considerably 

its rate of growth. Average annual rate of growth in the period 

1979 - 1983 was estimated by Juceplan /Central Planning Commi

ssion/ at 5.5% /GSP/. According to the same source Cuban GSP 

grew in 1983 by 5.2% and preliminary figure for 1984 showed a 

rate of growth of about 4.S%. 

l/ - By Comite Estatal de Estadfsticas, Cuba, Official exchange 
rate is 1 US$ = 0.8996 p~sos. 



105 

The main objectives of the r.~w 5-year plan /1986 - 1990/ and 

a long-term strategy resulting from this concept are being 

discussed at present in Cuba. 

The III Cuban Communist Party Congress to be held in a few 

months will formulate the main guidelines for the future de

velopment. It is to be expected that the development under tlle 

new system of planning and management /started 1978 - "calculo 

econ6mico"/ aiming at decentralisation and efficiency will be 

continued. 

All in all, we may assume that Cuba, though a considerable 

progress has been done, is at tne stage where the pressure of 

social needs is still high, a~j 

ment programmes are necessary. 

.noderatelly extended invest-

b. Rate of Inflation on Domestic Market 

Cuba is definitely a low-inflation country. Price inflation 

in Cuba may be regarded as a very low one; however, it is 

difficult t::i submit the exact figures. No price indices are 

published by the Comite Estatal de Estadisticas, but the pre

sent 5-year plan /1981-1985/ has envisaged a reorganization of 

the structure of wages and prices. In essence, many prices were 

to be increased to take closer account of production costs and 

reduce the proportion of subsidies. The price reforms announced 

in December 1981 proposed price increases in the range of 11-

20 per cent. However, on certain items /e.g. medicines/ pri -

ces were due to fall, and overall, the planned price increases 
'Ere planned to be les than wage increases • 
In March 1983 consumer price increases of about 10% overall 

were announced in order to reduce state subsidies by about 170 

mn pesos. 
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It should be noted, however, that in case of a centrally 

planned economy, largely state owned, with rigid state price 

policy and rationing system on producer and consumer markets 

there may be an inflationary p~essure not reflec~ed through 

the price movements. The rationing system, supplier market 

situation and the existence of different kinds of unofficial 

markets are usually the indications of the non-price infla-

tion. 

c. Domestic and World Political Star~~ity 

Cuba is considered to be /even by Western sources/ a very sta

ble country in political terms. 

There are many regions of relative instability in the world, 

but this is not affecting Cuba directly. There are no indica

tions to adjust /increase/ rate of discount for that factor. 

d. Adjustments in F~vour of Strategic Ind~stries and Backward 

Regions 

Self-sufficiency in production of newspriut is considered to be 

at present as a strategic cevelopment objective by many deve

loping countries in the world. It is usually not th~ highest 

priority, but is valued as an important target and leads even 

to over-production in some regions /see corresponding remarks 

in Chapter II/. 

The plant is proposed to be built next to the Brazil Sugar Mill 

in Camaguey province. From the available information one can 

assume that this investment would be very much in line with the 

already existing plans to industrialize this rather agriculture-

oriented region. 
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TYPE OF FINANCING 

a. Foreign Financing 

The disbursed debt in converti~le currency, which for the years 

1979 - 1981 stayed at the equivaleDt of approximately 3.2 bi

llion pesos fell in 1982 by about 400 million pesos. This was 

obtained mainly through the reduction of the debt with finan

cial institutions /largely short-run deposits/. Simultaneously, 

the service of debt rose. 

The relative figures point out the worsening of the financial 

situation in convertible currency - i~ 1982 the total servicing 

amounted to nearly 65% of the export value and was five times 

as high as disbursements. 

The total debt is actual y much larger if we include the debts 

accumulated with the socialist countries. Here an agreement, 

renegotiated on highly concessional terms, is now in power. 
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TABLE II/1 =========== 
a/ 

Indicators of External Indebtedness of Cuba /mln of Cuban pesos/ --------------------------------------------------------------------

\ 1979 1980 1981 1982 

I b/ 
'IUI'AL DISBURSED DEBT I :aJ1 '32Z1 3170 ~/ 
BILATERAL OFFICIAL DEBT I 1200 1384 1294 

MJLTILATERAL OFFICIAL DEBT I 8 15 l~b/ 
/b/ 

&lPPLIERS 33 Zl 33 1~/ 
FINAOCIAL IN3'ITIUI'ICN3 1953 1837 1826 

~~t:enn bilateral lano 
~~ arrl lano f'rcrn 'Xl1SOI'tiurs 659 :£3 g)5 

srort-t:enn depcsits 1269 1238 1282 r;rr?b/ 
Credits for current inports 25 36 39 ?1 

OIHER CREDITS I 2 1 1 

DISBURSEMNl".f 114 224 204 

SERVIa:df 4X3 417 619 1036 

Im'ERESl' PAID 176 263 338 345 

AM:RTIZATirn PAYMENIS rn 
!lN}-'l'Em DEB'l'S 101 96 142 96 

AM:RTIZATirn PAYMENIS rn 
::HRI'-'l'Em DEB'l'S 126 :a 139 5.95 

I RATICE: 

I rorAL DISBURSED DEBT 
I /GLOBAL S:X:IAL PRCUCI'/ 19.3 18.3 14.0 9.9 

I 'IUI'AL DEBT SERVICE ~/ 
OF cn:D3 AND SERVI~/ 45,3 28.7 35,9 64.7 

\ rorAL DEBT SERVICE /DISOORSEMNIB/ 365.8 Z76.3 ':J]7.8 

1 
rorAL DEBT SERVICE /GLOBAL 

2.4 2.4 2.8 4.5 I S:X:IAL PRCnCT 

a/ - Includes commitments in freely convertible currency falling 
due one year or more after the date of issue. 

b/ - Preliminary figures /August/ 
cf - Estimated on the basis of the difference between the total 

disbursed debt plus total amortization payments made during 
the year. 

d/ - Relates to service payments included in the balance of payments. 
e/ - Owing to lack of broken-down information, exports of goods and 

services include factor services, except for interest payments 
on the debt. 

Source: Economic Survey of Latin Amercia and the Caribbean, 1982, 
Vol. I, UN, Santiago, Chile, 1984. 
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Government guaranteed credits represent an important ele111ent 

in Cuba's external financing - about 80% of its bilateral debt 

between 1979 and 1981 and 30% of its total debt between 1979 

and 1983. The bulk of these official credits are trade credits 

for the purchase of goods on convertible curreHcy markets with 

government guarantees. Most important credits of this kind come 

from France, Canada, Japan, the United Kingdom, Sweden, West 

Germany, Mexico and Argentina. 

Financing of development pr-.:-j.=:cts by multilateral institutions 

has been of little significance, so far. Suppliers· credits 

have also been negligible. 

Cuba has made, however, considerable use of eurocurrency mar

kets - ca. 60% of total debt contracted in 1979 and 49% in 

1982
11

. These loans represent some 65 - 70% of Cuba's short

term debt. 

TABLE II/2 ========== 

Structure of the External Debt of Cuba ---------------------------------------

1. BILATERAL: 
1.1. Bi lateral loans on commercial terms 7.4% 
1.2. Development assistance 1.0% 
1.3. Guaranteed export credits 37.4% 

2. FINANCIAL INSTITUTIONS: 
2.1. Bank loans and deposits 

/medium-, long-, and short-term/ 50.3% 
2.2. Import finance 2.0% 

3. OTHER 1.9% 

x/ 
- According to Lloyds Bank Group Economic Report, 1983, 

own calculations. 

1/ - The Economist Intelligence Unit, Annual Supplement, 1984 



110 

d. Domestic Sources of Financing 

Since 1978 in Cuba interest has been payable on credits, ran

ging from 4 to 12%, and since 1983 i~terest is paid on personal 

sa•Jings accounts. A rate of 2% is the most popular one; depo

sits over 5.000 pesos are collecting 0.5%. Paralelly, a direct 

financing from the state budget /donations, grants/ is being 

an important channel of financing. 

CONCLUSIONS: 

On the basis of available information we may try to make a 

rough estimation in order to calculate the average market interest 

rate as the reference level for the SRO. Let us assume a simpli

fied distribution of borrowed funds over different sources which 

represents characteristic tendencies for Cuban economy in the re

cent years: 

TYPE OF FINANCING Average Interest Rate Approximate % 

I 
11. Internal savings 6% 51% 

12. Eurocurrency market, 
I commercial loans 11% 10% 

I 
13. Multilateral institutions 3% 5% 

14. Government Guar•nteedl 
I Credits I 6% 34% 

I I 
I I • 
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The average market rate can be estimated as simple weighted 

average: 

6 x 0.51 + 11 x 0.1 + 3 x 0.05 + 6 x 0.34 6.35% 

Thinking of Cuba in terms of a net borrower country and empha

sizing the importance of balancing its foreign payments we have to 

apply an increasing premium on market interest rate: 

SRD = rm ~- /Pi x rm/, where Pi ) O. 

However, taking into consideration development necessities of 

Cuba and other considerations mentioned e~rlier in this paragraph 

we cannot go too high with the suggested rate of discount. 

It seems to be reasonable to accept a positive premium 

ranging from +25% to +40%; thus, our discount rate will fall into 

the interval I 7.95 y. 8.89/ 

7.95 ( SRD ( 8.89 

For practical reasons SRD 

calculations. 

8% has been applied to further 

The experts' team was facing considerable difficulties while 

trying to estimate the Adjusted Rate of Foreign Exchange for Cuba. 

Availability of adequate information should be mentioned here as 

a problem. Cuba does not publish information concerning subsidies, 

foreign trade and balance of payments in a form which could enable 

precise calculation of ARFE. 
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That is why, despite all the efforts made by the team, re

sults presented here can be treated only as a reasonable appro

ximation of these coefficients. 

The Method - General Remarks 

a. The approach has been chosen to take into consideration a set 

of particular calculations and observations aiming at estima

ting the real exchange rate between Cuban peso and foreign 

currency, different from the relatively stable in the long-run 

official exchange rate. 

b. The a:1alysis of Cuban foreign trade and especially of the situ

ation in the balance of payments brought us to the conclusion 

that the distinction between ARFE for convertible currency and 

non-convertible currency is unavoidable. Accordingly two diffe

rent ARFE's have been applied to further calculations under 

Integrated Value Added Analysis. 

c. In order to estimate the ARFE's the following research instru

ments have been used: 

- analysis of the current account /1978-1984/ of the Cuban ba

lance of payments, with special attention paid to its struc

ture, 

- estimation of the Deficit/Receipts Ratio, 

- analysis of the capital account of the Cuban balance of pay-

ments, 

- comparative analysis of international statistic figures and 

information published by the Cuban Comite Estatal Estadis

ticas on national income of Cuba, 

- comparison of the official exchange rate with other exchange 

rates existing in Cuban economy /in the tourist industry, 

unofficial excnange rates/. 
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Results of the Study 

The newest available data on Cuban foreign trade show the 

still dominating share of goods exchange with other CMEh coun

tries in transferable roubles /ca. 75% - compare Table I/3/. 

This proportion has ~een a characteristic feature of Cuban fo

reign trade for a long time. In this part Cuban exports and im

ports are subject to mu'tilateral medium-term coordination under 

CMEA and the structure is decided in a detailed way by yearly 

trade protocols between parties involved usually on bilateral 

basis. 

While studying the results of Cuban foreign trade an<' its 

balance /compare Table I/3/ we have to be aware of the leading 

and dominating role played by intra-CMEA trade in this case. 

On the other hand, Cuban imports from convertible currency 

countries are subject to central /admi~istrative/ direct type 

regulation. They are reflecting first of all estimation of pay

ment possibilities in convertible currency made by central econo

mic authorities /Juceplan, Ministry of Foreign Trade, etc./. 

In order to analyze Cuban balance of payments and further 

estimate the Adjusted Rate of Foreign Exchange /ARFE/ the formula 

for Deficit/Receipts Ratio was used: 

~RFE = ORFE /1 + 
M B 

--------- I 
8 

where: 

ORFE - official rate of foreign exchange, 

M - current payments /including, when possible, invisible 

payments/ expressed in domestic currency, 

B visible /and invisible/ receipts expressed in domestic 

currency. 
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YEARS 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1/ - M - imports, B - exports 

l/ 
M 

B 

1.25 

1.61 

1.54 

1.27 

1.00 

1.05 

1.18 

1.19 

1.04 

1.06 

1.07 

1.21 

1.12 

1.13 

Source: Own calculation on the basis of data from Table I/3 

Average coefficient computed on the basis of the 
. sl . 

data provided by Table I/3 is showing a relative domir.ation of 

imports in the period 1970 - 1983 by 19%. 

------ = 1.19 
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Further analysis of the current account of the Cuban balance 

of payments /compare Table II/5/ - convertible currency part 

brought us to the similar results, though av~ilable data cover 

the period 1978 - 1984. Convertible currency imports and other 

payments under current account show a relative excess over re

ceipts of 8% on the average. 

1.08 

TABLE II/5 ========== 

/Millions of Cuban Pesos/ ----------------------------

19?8 1979 l~ 1!£1 1S62 193.'.3 

I 7'51.8 913.4 1516.1 1788.6 1668.6 1477.13 I PA~/B/ 
I RECEIPI'S /Ml 1272.8 1045.2 1532.6 1700.1 1352.0 1449.8 

I BAI.Nil: -515.0 -131.8 -16.5 +83.5 +316.6 +28.0 
I 
I r# 1.68 1.14 1.01 0.95 0.81 O.!£ 
I B2 
I 
I 

• I Preliminary 

I 
1934 I 

• 1603.41 

1572.81 
I +3J.61 

O.!£ ! 
I 
I 
I 
I 

Source: Own computation on the basis of data by the National Bank of 
Cuba 

However, these results need a considerable reservation before 

further application for the purposes of ARFE. 

Available data /ir.formation needed for any supplementary coe

fficients like e.g. subsidy/tax ratio could not be collected/ 
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give us little information about relative importance and scarcity 

of foreign exchange, especially convertible currency. 

The problem of Cuban indebtedness was already discussed 

in the previous paragraph. Cuban imports from market economies 

declined rapidly in 1982 by ca. 34.5%, the year when Cuba faced 

a considerable deficit of 531 mln pesos in the balance of payments 

in convertible money. Though Cuba imports from market economies 

are growing since then, but at a declining rate of growth /1983 = 

= 19.3%; 1984 = 10.2%, planned for ~985 is 8%/. They ~end to be 

constrained by the country shortage of convertible currency. 

Recent development in Cuban imports from market economies 

are in line with the agreements reached while rescheduling Cuban 

external debt, too. These terms11 included holding hard currency 

imports down /to 700 mn US$ in 1984/ with the debt servicing to 

hard currency income ratio at 25%. 

Having analyzed the situation in Cuban foreign trude and 

balance of payments, as well as basic principles of functioning of 

the Cuban system of planning and management in the foreign trade 

sphere, it was decided /as mentioned in the introduction/ to split 

up all the calculations done under the economic analysis of the 

project into 3 different parts: 

A - LOCAL PAYMENTS/RECEIPTS, 

B - CONVERTIBLE CURRENCY PAYMENTS/RECEIPTS, 

C - NON-CONVERTIBLE CURRENCY PAYMENTS/RECEIPTS. 

Furtherm0re, it has ~een decided to apply the conversion 

factor /--~--- = ca. 0.1/ resulting from the analysis of the 
s 

Cuban current account of the balance of payments only to part C 

/that is payments/receipts in non-convertible currency/ of the 

1/ - According to The Economist Intelligence Unit, Annual 
Supplement, 1984. 
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economic analysis. Here we arrived at the following results: 

where: 

ORFENC --

= /1 + 0.1/ 

= x 1.1 

adjusted rate of foreign exchange against non
convertible currency /transferable rouble/ 

official rate of exchange between peso and trans
ferable roubles. 

The limiting factor, however, for the Cuban national develop

ment is the shortage of convertible currency, in the first instan-

ce. 

Here an effort has been done to develop measures showing more 

sharply the realitive importance and scarcity of this type of fi

nancial means. Computation of the conversion factor adjusting re

latively stable official exchange rate has been done upon own 

estimations of different price and value relations. Unfortunately, 

neither results of Cuban research in this field, nor any official 

calculation made by Cuban authorities or public institutions were 

available for the experts. That is why the results obtained should 

be taken with a sort of reservation. The experts are aware of 

shortcomings of their analysis. Much more so-
possible 
phisticated and extensive study would be probably needed for this 

purpose. It was not possible because of obvious technical reasons 

and despite all the efforts done, presented results may serve 
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only as a rough ~xirraticri of the real relations between domestic 

and convertible currencies. 

The following information was taken into consideration in 

order to calculate a conversion factor adjusting the official 

exchange rate for the purpose of this study: 

a. comparison of data concerning Cuban foreign trade turn-over 

in hard currency made by Cuban trade partners
11 

in US$ with 

official Cuban foreign trade statistics in domestic currency
2

/ 

- are showing in the period 1978 - 1980 an average ratio bet

ween peso and US$/in Cuban exports/ of 1.29 /that is 1 US$= 

1.29 peso/ with an increasing tendency to 1.46. 

b. comparison of national income estimates made by international 

organizations and those supplied by the Cuban State Committee 

of statistics show a ratio of about 1.40. 1979 World Bank 

estimate of GNP at current prices in Cuba was US$ 13.920 mln 

/1420 US$ per head/; Cuban GSP in 1979 according to national 

statistics was estimated at the level of 16,897.6 mn pesos 

/1,724 pesos per head/. Taking a positive adjustment to the 

latter figure for non-material services of ca. 15%, we arrive 

at the ratio 1.403/. 

c. comparison of official exchange rate with other exchange rates 

functioning on the Cuban market. Non-official market exchange 

rate shows a very high demand pressure on foreign exchange for 

consumption purposes. It is ranging from 4 to 5 pesos for US$ 

and includes premium for high risk connected with transactions 

which are not allowed by Cuban law. This rate is, as usually, 

subject to seasonal fluctuations, reaching the level of 6 oe

sos and more for 1 US$ when demand is growing. These exchange 

rates should be taken into consideration with great reservation. 

1/ - Compare ABECOR country report. 
2/ - Source: The National Bank of Cuba. 
3/ - Anuario Estadistico de Cuba 1980, Comite Estatal de Estadis

ticas, Habana. 
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They are showing, however, approximately marginal propensi

ties to purchase a unit of foreign convertible currency. Much 

higher than the offici3.l exchange rate are the rates used for 

pricing consumer goods in the so-called "Internal Exports" -

that is shops /"Tiendas Intur"/ selling goods /mainly for tou

rists/ against hard currency - in many cases 1 US$ is an equi

valent of goods priced at the home market at more than 3 pesos. 

The same holds true in case of consumer goods imported from 

market economies, ranging fro·~ transistor radios from Japan to 

olive oil from Spain. Comparison of their domestic prices with 

those of the international markets are showing outcome exchange 

rates similar to those at the unofficial market or in some cases 

/luxury goods/, even higher. 

Taking all these aspects of the problem into consideration 

it was decided finally to use at least the convertion factor of 

2 for the purpose of further calculation connected with the Inte

grated Value Added Analysis. This gives us: 

ORFEC x 2 

where: 

= 0.8996 P/US$ as for 1st November 1984. 

= 0.8996 x 2, 1.7992 P/US$ 

This means practically a considerable devaluation of domestic 

currency for the purpose of economic evaluation. However, the im

portance of Cuban foreign trade and a difficult situation in the 

Cuban balance of payments seem to justify largely increased impor

ta'1ce and wdght assigned to potential convert'ible currency ear-
, 

nings on one hand and expenditures for imports,, on the other. 
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The evaluation done from the point of view of national eco

nomy should expose /especially in the present situation of the 

Cuban economy/ the real dimension of foreign trade success 

/increased exports/ and real cost of import~d inputs. 

It should expose the problem of responsibility of particular 

economic unit of being capable not only to spend scarce foreign 

exchange on attractive imports, but also of being capable of re

paying these outflows to the national economy, bringing some hard 

currency profits, if possible. 
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3. Integrated Value Added Analysis, Possible Impact of the Project 

on the Balance of Payments. 

Consequently to the classification introduced in the financial 

evaluation /Chapter III/ - three main versions of the project have 

been identified and examined under the economic evaluation. 

Moreover, an effort has been done to synchronize whenever 

possible this part of the study with the financial evaluation: to 

use similar assumptions, information background, classifications, 

etc. 

According to this, costs and benefits resulting from the pro

ject for the national economy have been confronted for three dif

ferent cases. The comments presented here concern the following 

versions of the project: 

VERSION 1 

VERSION 2 

VERSION 3 

assuming plant capacity up to 54.000 t of newsprint, 

with plant capacity up to 110.000 t of newsprint, 

assuming revised output of the project: a product 

mix consisting of newsprint and LWC paper. 

Marketing evaluation presented earlier in this study played 

a crucial role in estimating direct benefits from the exportable 

output of the project. Information concerning cost side of the 

project, as well as import and internal prices for newsprint in 

Cuba was provided by the ICIDCA experts in a written form /Appen

dix 1/ and in numerous oral comments and answers to the questions 

asked by the UNIDO team. Main international and Cuban sources re-

lating the newsprint project to the economic situation in 

Cuba or economic developments outside this country have been gi

ven in the footnotes of this and previous paragraphs. 

I I I 
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Obviously, results obtained here are dependant on both: 

objective facts and author's conclusions drawn in other para

graphs. Within this, conclusions concerning Adjusted Rate of 

Foreign Exchange from paragraph 2.2. seems to be of peculiar im

portance. As usually, there is a certain chain of partial assum-

ptions and conclusions bringing us to the final opinion. If we 

change assumptions or draw different conclusions we may arrive at a 

different final opinion. However, any such change has to be fully 

justified at early stages of the analysis. 

VERSION 1 - CAPACITY 54.000 T OF NEWSPRINT 

1. Presentation of structures /besides levei5/ of major financial 

inflows and outflows generated by the project and lncerning 

different types of currencies - was considered to be one of 

the most important objectives of this part of the study. 

Consequently these inflows and outflows are presented here 

under three different groups: 

a. inflows and outflows from/to convertible currency area; 

b. inflows and outflows from/to non-convertible currency area; 

c. inflows and outflows from/to local market. 

2. In order to estimate adjusted prices for the main input and out

put items two different Adjusted Rates of Foreign Exchange 

/ARFE/ have been used in line with the main idea and conclusions 

from paragraph 2.2. in this Chapter: 

ARFEC /concerning convertible currency/ 1,7992 Cuban peso/ 
US$ 

ARFENC /concerning non-convertible currency/ = 1.221 Cuban peso/ 
Rbl 

3. Distribution of output. Consumption of newsprint planned by the 

Central Planning Commission in Cuba was used as the main refe

rence level for the construction of balances presenting distri

bution of the project's output - Table III/1. Planned levels of 
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-~~~!~~~~~~~~-~~-~~!BP~~~!~-~mp~~~-~~~-~~~~~~-~~!BP~~~!-~~~~_l~~~-![_~~!~~~!~~~~- TABLE III/! =========== 

PLANNED 
!NAMGR~IsMAsAgwAh11H~A~JX~t/ OWN PRODUCTION WITH IMPORT - Baaasse Newsprint Plant of 54.000 t 

CONSUMPTION 
ltix.inun Inparts - tc Resi<UU lnfxrtB - c ICaPaci t;y of the Plai ••- cri far 

Exports - c - tr/ IMmrs fr/ 
IT/ IT/ IT/ IT/ lklnestic twiwt fr/ tc c 

43.aD 41.(Xl) 2.aD - - - 41.(Xl) 2.a:x> 
45.~ 42.(Xl) 3.~ - - - 42.(Xl) 3.!:0) 
46.<U> 43.(Xl) 3.<0) - - - 43.00) 3.<0> 
52.aD 45.cro 7.aD - - - 45.00) 7.aD 
ffi.tlX) lf].(Xl) 8.tlX> - - - lf].(Xl) 8.8'..0 
!il.tlX> 49.(Xl) 10.tlX> 10.(Xl) 10.CID - 49.CXX> 8'..0 
62.!ill 51.cro U.!:00 D.CXX> 22.!ill 7.!:00 <ll.COO -
65.5'-D 53.cro 12.!ill 39.CXX> 29.2ffi 9.750 36.2!'0 -
68.!ill ffi,(Xl) 13.!ill 46.CXX> 36.cro 12.CXX> 32.UX> -
72.<Xll 57.(Xl) 15.(Xl) 54.(Xl) 39.CXX> 15.(Xl) 33.CXX> -
75.(Xl) !:B.(Xl) 16.CXX> 54.CXX> 39.CXX> 15.CXX> 36.CXX> -
78.!:00 61.(Xl) 17.!ill 54.(Xl) 39.(Xl) 15.(Xl) 39.!ill -
82.CXX> 63.(Xl) 19.(Xl) 54.(Xl) 39.CXX> 15.(Xl) 43.00) -
85.!ill 65.(Xl) a>.f:OO 54.CXX> 39.CXX> 15.cm 46.f:OO -oo.cro fil,(Xl) 23.00'.l 54.(Xl) 39.CXX> 15.00'.l 51.(Xl) -
96.(Xl) 69.00J a>.cm 54.CXD 39.CXX> 15.(Xl) 56.cm -
96.(U) 69.CXX> a>.cm 54.CXX> 39.CXX> 15.CXX> 56.CXX> -
96.0CO 69.CXX> a>.cm 54.(Xl) 39.0CO 15.CXX> 56.CXX> -
96.(Xl) 69.(Xl) a>.cm 54.(Xl) 39.CXX> 15.CXD 56.CXX> -
95.00'.l m.oco a>.oco 54.CXX> 39.CXX> 15.(Xl) 56.CXX> -
95.CXX> m.cro a>.cm 54.CXX> 39.CXX> 15.CXX> 56.CXX> -
95.0CO 69.cro a>.cm 54.00'.l 39.CXX> 15.cro 56.cm -

I 

I 
I 

I 
I 

.... 
N w 
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consumption11 are indicated in the second column of this Table. 

Important set of further pre-assumptions concerning struture of 

future distribution of the project's output was based upon 

observation of the present si tt:ation in the newsprint imports 

to Cuba and on the opinions exp1·c: ... .::.ed by the ICIDCA experts. 

Traditionally, in the p~riod after Revolution, Cuba was almost 

exclusively supplied with newsprint by the Soviet Union. In 

1984 for the first time Cuba imported in addition to 40.000 t 

of newsprint from the usual source also 1.000 t of newsprint 

from Sweden. According to the information by ICIDCA, despite 

Cuban intentions to buy more newsprint from the Soviet Un~on -

the 1984 level of 40.000 t seems to be a kind of a relatively 

rigid limit for the newsprint purchases on this market for 

the time being. 

Thus limited export possibilities of the Soviet Union and other 

non-convertible currency /NC/ countries in the field of news

print were assumed for the future. In this s~tuation supplemen

tary purchases of newsprint from hard currency countries might 

occur unavoidable in view of growing demand pressure on the Cu

ban market. However, these supplementary purchases in converti

ble currency have been treated in the balancds as ultimate re

sidual amounts - a difference between planned consumption on one 

side and future export possibilities of the NC countries /plus 

eventually own production for the home market/ on the other. 

Information on future imports of newsprint from NC countries 

was not available. Generally these figures are difficult to 

predict. Within CMEA countries they are always subject to 

complex bilateral /in some cases multilateral/ negotiations. 

1/ - Information supplied by ICIDCA 
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Yet a slow increase /up to 1987 by 1.000 t a year, later by 

2.000 t from year to year/ of newsprint imports from NC coun

~ries was considered a more realistic variant rather than a 

long term freeze of these imports at the 1984 level. 

Detailed figures concerning planned consumpticn of newsprint 

were available only up to the year 1990, later - only preli

minary figures for 1995 and 2000. For calculation purposes an 

increase roughly by ca. 5% was assumed in the period 1991 - 95 

and ca. 4.5% in the period 1996 - 2000. 

There were no estimates available concerning consumption in 

the periods later than the year 2000. In order to avoid unre

alistic speculations on this subject and in view of high fi

gures planned for the year 200011 - it was decided to maintain 

this level and structures for the next 6-year period. 

Comparison of the consumption of newsprint trends in Cuba with 

possible alternatives of output distribution in the case of 

54.000 t plant has brougltsome interpretation problems stemming 

from inconsistency of the main idea of this version of the pro

ject with officially projected vision of the newsprint consum

ption. 

The size of the plant assumed in this version /being the only 

planned newsprint plant in Cuba - according to the available 

information/ does not enable meeting own consumption require

ments. Planned consumption levels are always higher than pro

duction capacities of the plant. The difference is: 1991 = 32.500t; 

1995 = 21.000 t; 2000 = 41.000 t. In this situation imports of 

newsprint are unavoidable. 

The differences mentioned above may even be higher, if we take 

into consideration one of the key pre-assumptions introduced 

by the Cuban experts concerning strong export priority for a 

considerable part /10.000-15.000 t a year/21 of the project's 

output. 

- A ca. 230% increase compared with the present level; look for 
additional comments on this subject in marketing part of the 
study /Chaptet II/ 

I 

Mentioned alsq on p~ge 1 .n Appendix 1 
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In view of that a preliminary assumption made by the UNIDO 

team of directing 50% of newsprint exports to NC countries had 

to be abandoned. Simultanecus imports of newsprint from the 

Soviet Union and exports from Cuba to any other NC country 

does not seem to be likely. 

Finally, it has been assumed to allow in the analysis for 

exports to convertible currency countries only
11

, being justi

fied by bril.ging hard currency gains, which could counterbalance 

hard currency expenditures connected with imported machinery 

and current material inputs. 

At the as3umed rates of growth of newsprint consumption and im

ports of newsprint from the Soviet Union the 54.000 t capacity 

version enables cancelling hard currency imports of newsprint 

after the year 1990. Imports from NC countries are increasing 

in the period 1985 - 1990 up to the level of 49.000 t, then, 

after a period of lower imports, they start to grow once more 

in 1994 and reach the level of 57.000 t in 2000. 

All in all, Versi0n 1 does not mean a radical change from the 

present situation and what is called "Import Based Alternative" 

in the analysis. In a long term perspective amounts of imported 

newsprint can be reduced but remain the main basis for home 

consl'!llption of this commodity /from 2000 on imports amount to 

ca. 170% of home market supplies from own production/. 

Successful implementation of this version, like in "Import Based 

Alternative" largely depends on import possibilities from non

convertible currency countries, first of all from the Soviet 

Union. More severe constrains on these imports than assumed 

here mey lead to the necessity of reducing convertible curren

cy exports or even may require hard currency imports. This can 

only worsen the convertible currency balance of the project. 

4. Value of the output. As mentioned earlier the value of the 

exports to convertible currency markets was estimated on the 

1/ - With all the reservations expressed in the marketing part 
of this sutdy /Chapter II/ 
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basis of the prices justified in the marketing part of this 

study that is 350 US$/t of newsprint. 

Domestically marketed newsprint has been treated as import 

substitution, substituting in the first instance residual 

ammounts of hard currency imports calculated in the output 

distribution balances. Excess domestic supplies over this 

level have been treated as a substitution for non-convertible 

currency imports in respective quantities. /e.g. 39.000 t of 

domestically marketed newsprint in 1994 are substituting 

15.000 t alternatively imported newsprint against convertible 

currency and 24.000 t non-convertible currency imports/. 

Table III/2 contains full specification of newsprint prices 

used in this part of the study. 

5. Value of inputs. In line with the main idea introduced in the 

economic evaluation, value of material inputs /both invest

ments, as well as current material inputs/ are divided into 

the following three groups: 

- imported from convertible currency markets, 

- imported from non-convertible currency markets, 

- domestically procured. 

Only the value of infrastructural services is given as an ag

gregate. This is justified by the fact, that expenditures in 

local currency are clearly dominating in this item. 
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-~!~..:>.P..:!..:1_t _ _!l..:!5!..:>_.Y..?!_d_j_:1 __ t_!l! _ 

_ £~~~~~~~~~-~~~~~-~~~~~-~~~~~~~~-

400 P/t 

I I I I 
I I I I I I I i.o 400P/t I 
1 350$/t 1 I i. 7992 630P/t I 

I 300 Rbl/t I 1. 221 366P/t I 
I 326P/t= I 
I /FOB/1/ I 
I = 310$/t= I 
I /FOB/ I 
I I 
I = 420$/t 1.7992 756P/t I 
I /CIF/ I 
I I 
I 379P/t I 
I /CIF/2/: I 
I I 

I : I = 341Rbl/t 1.221 416.5P/t I 

I EXPORT PRICE /FOB/ I IMPORT SUBSTITUTION 1

1 

ARFE I Prices Used In I 
the IVAA 

I TO "C" I TO "NC" I FROM "C" I FROM "NC" I I I 
I I I I ! ! I 

r 
I DOMESTIC 

I MARKET PRICE 

1/ - Price actllally paid in 1004 /inports fran ~; p = aJBAN PEID 

2/ - Price actl.Jally paid in 1004 /inports fran the Soviet Lhloo/; 

...... 
r-.:> 
CX> 
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Main raw material , the sugar cane bagasse, in quantities used 

for this production process, can be qualified - according to 

the information by ICIDCA - as pure surplus bagasse of practi

cally no use for the economy at present and in the nearest 

future. For this reason its cost is estimated here at minimum, 

preferential prices supplied by ICIDCA and not treated as e.g. 

an imported fuel substitute for power generation /some quan

tities of bagasse are used for this purpose/. 

Total initial investment cost of adjusted prices according to 

ARFENC and ARFEC and divided into three above mentioned cate

gories of goods are presented in Table III/3. The same compu

tation procedure has been applied to working capital require

ments /Table III/4/ and current material inputs /Table III/5/. 

All required values in local currency had to be computed from 

dollar values given in Appendix 1. The latter had to be cor.

verted into pesos using the old exchange rate 1 US$ = Q.88 pe-
• so, which had been used while preparing this information ma-

terial. 

However, in the second phase of collecting information, new 

prices /from latest quotations/ for fixed investment and spe

cial preferential prices for utilities were given, all calc11-

lated at the rate used recently in Cuba for these types of cal

culations11 - 1 US$ = 1 Cuban peso. Conversion of these va

lues into domestic currency has been adjusted accordingly. 

A drawback which the authors are fully aware of is that at 

this stage of the study indirect cost as well as indirect be

nefits cannot be incorporated into the analysis. Lack of ade

quate information was the main reason for that. 

l/ - Information by ICIDCA experts. 
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TABLE III/::: ============ 

Total :nitial Investment Cost
11 

-------------------------------
/At Adjusted Prices According to ARFE C and ARFE NC/ 

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

/in -ooo peso/ 

I 
I. FIXED INVESlMNl' I 

I 
1.1. Si t.e Prepa- I 

LOCAL 

raticn arrl I 
neve1q:m:nt I 42J 

1.2. Buildings, I 
Structures 
arrl Civil I 
\lhrlls I 7. 3XJ 

i.3. Engineering I 
aro nesigp I 4.:ro 

1.4. Prc:rlrticn I 
~ 
aro Equip. I 

I 1.5. Auxiliary I 
arrl Service 
Ecpipnent I 400 

I 
i. 6. :rnsuraoce I 

aro Freight I 3.oco 
1.7. Plant Irsta- I 

Uatioo I l .'d!J 

II. PRE-mx:ocITCN I 
CAPITAL EXmSES ~ 

I I 
I III. WEGN} CAPITAL I 
I /at full capacity/I LCE4 

\ rv. rorAL INVESMNr \ 
I crsT I 18.784 

I 

FOREIG.~ 

c 

58.114 

7.'?fQ 

7'XJ 

5.262 

71.878 

NC 

488 

244 

1.209 

8.200 

TOTAL 

518 

8.177 

4.~ 

3.7!{) 

3.0C() 

10.9ffi 

1.864 

7.417 

93.92'2 

l/ - After cheaper sources of purchase have been taken into consideration 
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VERSION 1 

Capacity 54.000 T 

Working Capital Requirements /in '000 pesos/ ---------------------------------------------

Minimum Covergae Coef. of Amount Required 

ITEM Period in Days Turnover L c NC 

I 1/ I 1. Acro.Jnts P.ecei vable 12 1001 654 

12. Inventories of Raw Mtls. 
2/ 100 2 459 I 2.1. Bagc:isse 

I 2.2. Caustic Soda ro 4 325 

! 2.3. fiYdrogen Peroxide ro 4 222 

2.4. Clc\Y /Koolin/ ro 4 242 

2.5. Kraft \l.bodp..tl.p ro 4 763 

2.6. r.t:rllanical \l.bo<:\JUl.p ro 4 959 

2. 7. Otrer IntJort.ed -
Calvertible ro 4 511 

2 .8. Other Irrp::>rt.ed -

I 
tbl-Calvertible ro 4 44 

I 
2. 9. Otrer Local r.Btls. ro 4 43 

13. li,brk in Prqg:'ess3/ 1 360 12 41 15 

14. Finished PrOOLx:ts
4

/ 10 36 352 211 

15. ~Parts 3f() 1 2123 361 

15 24 194 16. Cash in Haro 

I 7. Accrunts Peyable 3) 12 -/l<:fil/ 
I 
I 

TOTAL FINANCE REQUIRED 1004 !:Q'62 1209 

1/ - See operating cost; foreign = 25% of total amount before shadow 
pricing 

2/ - Seasonal supply /November-May only/ 
3/ - At factory cost; foreign= 75% of total amount before shadow pri-

cing 
4/ - At factory cost; foreign= 25% of total amount before shad:Mpri-

cing 



132 

Current Material Inputs I at Adjusted Prices, according to ARFC C , ARFE NC I ----------------------------------------------------------------------------

M A T E R I A L S 

A. Convertible Currency Imports 

L Colorant 

2. Retention Aid Agent 

3. Semibleached Kraft Woodpulp 

4. Mechanical Woodpulp 

5. Synthetic Wire 

6. Felts 

T 0 T A L 

B. Non-Convertible Currenc:t: 
Imports 

L c·.mstic Soda 

2. Hydrogen Peroxide 

3. Magnesium Sulphate 

4. Kaolin /Clay I 

5. Sulphur 

6. Stainless Wire 

ANNUAL 

I 

REQUIREMENTS - ADJUSTED VALUE I 
AT FULL CAPACITY 

54.000 T 

397.422 

389.692 

3,466.294 

4,356.124 

323.856 

138.008 

9,071.396 

1,168.291 

704.430 

3.600 

869.436 

137.427 

14.505 
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Both ICIDCA experts as well as UNIDO team, identified only a 

a limited scope of indirect positive influence of this project 

on other branches. Precise estimation was not possible on the 

basis of available information at this stage. 

Indirect cost for the national economy /carried according to 

ICIDCA experts either by other ministries or djrectly the sta

te budget/ were relatively easier to identify among others: 

some infrastructural investments in the region, transportation 

cost of the labour force, cost of education, training and medi

cal care. Being aware of such additional burden to the national 

economy, we were reluctant to include them in this study on the 

basis of very limited information and vague idea of law share 

in the total investment cost. 

It was only ~greed that the eventual indirect cost side of the 

project is likely to exceed potential indirect benefit side. 

Any further investigation in this matter would probably influ

ence the undertaken efficiency calculus in the negative way. 

The Integrated Value Added Analysis has been carried out /Table 

III/6/ for the period of 20 years /1987-2006/. The results ob

tained are clearly negative. 

Even with a very favourable assumption that the only repatria

ted payments are salaries of the foreign personnel of the plant 

- cummulated Net National Value Added /NNVA/ is in the red fi

gures until the year 2004. In cummulative terms the project 

starts to generate positive stream of NNVA only in two last pe

riods being examined after 18 years of functioning. Net Present 

Value at the level of SRD /8%/ is negative: -28.722,389 Cuban 

pesos. 

From the point of view of the national economy this versicn of 

the project is not acceptable and should be rejected. Its im-
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pact on the national economy has to be described as clearly 

negative. 

Implementation of this variant could unfavourably influence 

Cuban balance of payments because of serious disproportions 

between convertible currency cost of equipment and current 

material inputs on one hand and possible hard currency ear

nings from the project on the other. 

Highly promising,at the beginning, potential advantages of the 

project like excess, cheap bagasse as basic raw material and 

relatively low cost of labour force cannot, according to this 

analysis, offset technically justified but high hard currency 

cost of the investments and current material inputs. 

Sales revenv~ ~rom exports is limited both by low capacity of 

the plant and unfavourable condiT.ions on international news -

print markets. 

After these immanent limitations of the project have been iden ... 

tified and a general negative opinion on this version formula

ted - two further alternative concepts of bagasse newsprint 

production have been examined: Version 2 /higher capacity/ and 

Version 3 /different product-mix/. 
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ARFEC 

A RF ENC 

1,7992 P/US$ 

1,221 P/Rbl 

VERSION "l" INTEGRATED VALUE 
- TABLE 111 /6 

:;;:::::.;;::::;::. Capacity 54.000 t 

1987 1988 1989 1990 lS.H 1992 1993 

l. VALUE or OUTPUT 

- - l. i>irect Sales Revenue - - - - - - -
1/ 1.1. Exports - Convertible - - - - 4.725 6.143 7.560 

1.2. Exports - Non-Convertible - - - - - - -
1.3. Domestically Marketed - - - 7.560 13.276 16.426 19.577 

I:: /I/ - - - 7.560 18.001 22.569 27.137 

11. VALllE or MATERIAL INPUTS 

1. Direct Material Inputs 

1.1. lnve•' tments 

1.1.1. Imported - Convertible 100 33.198 33.675 l. 709 1.373 778 735 
! .1. "!.. Imported - Non-Convertiblt 731 3.111 3.317 107 448 234 220 
1.1.3. D011estically Procured 4.370 6.490 6.911 295 354 156 146 

1.2. Current Material Inputs 

1.2.1. Imported - Convertible 
1/ 5.039 6.551 8.063 - - - 2.0161/ 

1.2.2. Imported - Non-Convertibl~ - - - 6441/ 1.610 2.093 2.576 
1.2.3. DOR1estically Procured - - - 281 703 914 1.124 
1.2.4. Infrastructural Services - - - 2 2.149 4.555 5.285 6.015 

~ /II/ 5.201 42.799 43.903 7.201 14.082 16.011 18.879 

'11. NET DOMESTIC ~ALUE ADDED /5.201/ /42.799/ /43.903/ 359 3.919 6.558 8.258 

IV. REPATRIATED PAYMENTS 

l. Repatriated Salaries - - - 25621 342 342 342 

V. NET NATIONAL VALUE ADDED /5.201/ /42.799/ /43.903/ 103 3.577 6.216 7.916 
Cummulated NNVA - /48.000/ /91.903/ /91.800/ /88.223/ /82.007/ /74.091/ 

VI. NPV AT 6" 

1/ - AssU111ed requirement for 1990 is 20/90 of full capacity /54.000 t/ requirement; later /1991-93/ - proportional to the output 

2/ - 75~ of salaries in convertible currency in 1990, later lOO'l 

1994 

-
9.450 
-

21.336 

30.786 

310 
93 
62 

9.071 
2.898 
1.265 
6.502 

20.201 

10.585 

342 

10.243 
/63.848/ 

I 
: 

.... 
"" U1 



ADDED ANALYSIS /IN ·ooo CUBAN PESOS/ 

1995 1996 1997 1998 1999 2000 

- - - - - -
9.450 9.450 9.450 9.450 9.450 9.450 

- - - - - -
21.676 22.185 22.694 23.203 24.052 25.071 

31.126 31.635 32.144 32.653 33.502 34.521 

- - - - 65.896 -
- - - - 5.244 -
- - - - 4.680 -

9.071 9.071 9.071 9.071 9.071 9.071 
2.898 2.898 2.898 2.898 2.898 2.898 
1.265 1.265 1.265 1.265 1.265 1.265 
6.502 6.502 6.502 6.502 6.502 6.502 

19.736 19.736 19.736 19.736 19.736 19.736 

11.390 11.899 12.408 12.917 /62.054/ 14.785 

342 342 342 342 342 342 

11.048 11.557 12.066 12.575 /62.396/ 14.443 
- /52.600/ /41.243/ • /29.177/ /16.602/ /76.998/ /64.555/ 

2001 2002 2003 

- - -
9.450 9.450 9.450 

- - -
25.071 25.071 25.071 

34.521 34.521 34.521 

- - -
- - -
- - -

9.071 9.071 9.071 
2.898 2.898 2.898 
1.265 1.265 1.265 
6.502 6.502 6.502 

19.736 19.736 19.736 

14.785 14.785 14.785 

342 342 342 

14.443 14.443 14.443 
/50.112/ /35.669/ '21.226/ 

2004 2005 

- -
9.450 9.450 

- -
25.071 25.071 

34.521 34.521 

- -
- -
- -

9.071 9.071 
2.898 2.898 
1.265 1.265 
6.502 6.502 

19.736 19.736 

14.785 14.785 

342 342 

14.443 14.443 
/6.783/ /7.660/ 

2006 

-
9.4to 
-

25.071 

34.521 

/25.031/ 
/3.282/ 
/6.366/ 

9.071 
2.898 
1.265 
6.502 

/14.934/ 

49.464 

342 

48.984 
/56.644/ 
/28.733/ 

i 

I 

.... 
w 
Cl\ 
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VERSION 2 - CAPACITY 110.000 T OF NEWSPRINT. 

The method applied to analyze this version of the project 

was generally kept unchanged. The same SRD, Adjusted Rates of 

Foreign Exchange and division of inflows into three categories 

were maintained. 

First differences with the previous version emerged while 

comparing assumed distribution of output at new, higher levels, 

with the figures describing planned consumption of newsprint in 

Cuba /Table III/7/. 

It has become obvious, that now, a qualitative change, on 

the contrary to Version 1, is possible. Under higher capacity of 

the plant, imports from "NC" countries are necessary only until 

1991 and from "C" countries until 1989. Increased capacity of the 

plant enables meeting the domestic newsprint co115umption require

ments and to leave cer~ain ammounts of the commodity for export 

purposes. So, this version may be considered as a real non-import 

alternative to the present situation. 

In the period 1993 - 1996 amounts produced exceed planned 

consumption levels allowing for either higher domestic consump

tion or larger exports. The latter is, of course, subject to exis

ting demand on foreign markets11 • Starting with 1997 growing pla

nned newsprint consumption levels at home market are adversely af

fecting export possibilities to "NC" countries. After the year 

2000 only exports to "C" countries are possible; they remain how

ever at the stable level of 15.000 t. 

Similarly to the previous version an Integrated Value Added 

Analysis has been carried out for the p~riod of 20 years /1987 -

2006/. The results are presented in Table III/8. 

1/ - Compare our comments in the marketing part of this study 
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TABLE 111/7 
_.P~_!i_t.,!'J_b~_tJ.?_n _ _?_f_ ~..!'~..:'.P!'2..!I..!-..:_ 

=====;.;.=====.:;; 
--~~~~!-~~~-~~i~!!!~!!6P~~~!_f~!~!_[~~~~~~-![_~~!!~~!!~~!! __ 

lMPORT BASED ALTERNATIVE - No Bagasse Newsprint Plant bAGASSE NEWSPRINT PLANT OF 110.000 T 

H:AR PLANNED MAXIMUM RESIDUAL CAPACITY FOR DOMESTIC EXPORTS "NC" EXPORTS "C" 

CON~IJNPTION IMPORTS "NC" IMPORTS "C" MARKET 

1985 43.2JO 41.000 2.200 - - - -
1986 45.900 42.000 3.900 - - - -
1987 46.400 43.000 3.400 - - - -
1988 52.200 45.000 7.200 - - - -
1989 55.800 47.000 8.800 - - - -
1990 59.800 49.000 10.800 20.000 20.000 - -
1991 62.500 51.000 11.500 61.000 53.500 - 7.500 

1992 65.500 53.000 12.500 79.000 65.500 3.750 9.750 

1993 68.500 55.000 13.500 98.000 74.000 12.000 12.000 

1994 12.000 57.000 15.000 110.000 80.000 15.000 15.000 

1995 75.000 59.000 16.000 110.000 80.000 15.000 15.000 

1996 78.500 61.000 17.500 110.000 80.000 15.000 15.000 

1997 82.000 63.000 19.000 110.000 82.000 13.000 15.000 

1998 85.500 65.000 20.500 110.000 85.500 9.500 15.000 

1999 90.000 67.000 23.000 110.000 90.000 5.000 15.000 

2000 95.000 69.000 26.000 110.000 95.000 - 15.000 

2001 95.000 69.000 26.000 110.000 95.000 - 15.000 

- - 2002 95.WO 69.000 26.000 110.000 95.000 - 15.000 

2003 95.000 69.000 26.000 110.000 95.000 - 15.000 

2004 95.000 69.000 26.000 110.000 95.000 - 15.000 

2005 95.000 69.000 26.000 110.000 95.000 - 15.000 

2006 95.000 69.000 26.000 110.000 95.000 - 15.000 

IMPORTS "NC" 

41.000 
42.000 
43.000 
45.000 
47.000 
39.800 
9.000 
-
-
-
-
-
-
-
--
-
-
-
-
-
-

' 

IMPORTS "C" I 

2.200 
I 

3.900 
3.400 
7.200 
8.800 

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

.... 
w 
00 
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/In ·ooo Cuban pesoa/ 

l~ l~ 1!:01 1900 1991 1992 1993 1994 1995 1996 1997 

I. VAili-: Cl' 
~ 

1. Sales 
Rt:verue 

1.1.Elcpo-
rts "C" - - - - 4.725 6.143 7 .f;ff) 9.~ 9.400 9.4!'£> 9.4!1> 

1.2.Elcpo-
rts •tt: - - - - - 1.373 4.:m 5.a 5.400 5.400 4.756 

1.3.Inta:st - - - 11.997 26.18'7 31.525 35.314 36.2Bl 36.6/t 39.ZJ] ~.004 

/"£.l/ - - - 11.997 D.~12 39.00 Jfl,'i!if) 53.221 53.61( 54.rn 54.812 

IJ.VAU.£ 
CF MAn.. 
lH'\11' 
1. l nwsl 
1.1. l "C" 4113 39.00! !D.12 2.123 2.575 l.66t 1.006 643 - - -
1.2. l ''t(; 2.181 2.13': 4.721 601 728 lfl3 Xtl 182 - - -
1.3. l D 7.234 8.531 8.68: 161 ffi5 369 243 141 - - -
2. C.M.I. 
2.1. l/C - - - 4.107 10.264 13.344 16.424 18.478 18.471 18.4?1. 18.478 

2.2. lit£ - - - 1.312 3.al) 4.ail 5.24'/ 5.003 5.0CG 5.00: 5.0CG 

2.3. l/D - - - 572 1.431 1.861 2.29:: 2.577 2.57? 2.!>'T. 2.571 
2.4. lW - - - 4.U.:1 9.673 11.:n:> 13.007 14.111 14.111 14.111 14.111 

/~IJ/ 9.869 4j.'i'tit 63.531 13.655 <B.516 3.3.ll 36.&l> 42.<ns 41.009 41.Cli9 41.009 

lll.NNA 
l~l /9.B691 /~.7f:t: /63.531 '/l.6ffi 2.396 5.733 8.661 11.186 12.541 13.100 13.743 

JV.liEP. 
PA'IM. 

l.Salariet - - - ~· 342 342 342 342 342 342 342 

V. NNA /9.f!H1, 1'49.7661 /63.5.3 il/l.914 2.Cb4 5.391 8.319 10.84<1 12.199 12.766 13.~l 

111-IV .926 .BSI .79<1 .7'!1;; .681 .63'.l .~ .SI( ,fill .463 

tt'll AT "°' 

V E H S I 0 N "2'' 

Capacity ; 110.000 t 

l~ 1999 3XX> a'.X>l all? a:m 

. 

9.4!:£ 9.4!'£) 9.400 9.400 9.400 9.4!11 

3.47i 1.831 - - - -
42.571 45,2911 48.395 48.:H> 48.:E5 48.395 

56.49 56.57• 57.845 57.845 57.H4:> 57.845 

- fY.71(. - - - -
- 6.58 - - - -
- 6~ - - - -

18.478 18.478 18.478 18.478 18.478 18.478 
5.003 5.003 5.003 5.!m 5.003 5.003 
2.r:m 2.577 2.577 2.57? 2.57? 2.fm 

14.111 14.111 14.111 14.111 14.111 14.111 

41.009 141. 7f:I.) 41.009 41.009 41.009 41.009 

14.429 /85.126 16. 776 16.776 16.776 16.776 

34' 342 342 342 340! 342 

14.ClJi 1'05.518, 16.434 16.431 16.434 16.434 
.42! ? 'ti! .J« ,315 .292 

I 

• 

ar: 

9.400 

-
48.395 

57.845 

-
-
-

18.478 
5.!m 
2.57? 

14.111 

41.009 

16.776 

342 

16.434 
.270 

~ 

a:nl an> I 

) 

9.400 9.4!1> 

- -
48.396 46.335 

57.84! 57.845 

- 34.996/ 
- /5.ca/ 

- /9.044/ 

18.471 18.JflS 
5.00: 5.!ll'.i 
2.!>'Ti 2.fm 

14.lll 14.111 

41.C6! /8.007/ 

16. 711. 65.Sfk> 

342 342 

16.434 65.510 
.2!1> .232 

-r.564.17i 

.... 
l-' 

'° 
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Material Inputs. 

Tables III/9 and III/10 are presenting new levels and structure 

of total investment cost. Assumptions on the increase of these costs 

were similar to the assumptions used in the financial part. 

It has been assumed /still in line with financial evaluation/ 

that most of the expenses on current material inputs have to grow 

proportionally to the increased capacity. 

One third of repair and maintenance costs was calculated as 

convertible currency expenditures. Sales and distribution cost was 

split up into cost in local currency /4 peso/t/ and convertible 

currency cost 3 US$/. Transportation cost was increased to 10 peso/ 

t due to additional cost of bringing extra bagasse from more distant 

sugar mills /capacities of Brazil Sugar Mill in this respect were 

considered by ICIDCA as unsufficient/. 

Value of Output. 

The same as in the previous version import and export prices 

have been applied. Domestically marketed newsprint was treated as 

import substitute. Excess production, over the leve~ of pre-planned 

consumption /and eventual imports/ was valued at internal market 

price of 400 pesos/t. 

Assuming self sufficiency in newsprint production as an impor

tant consideration, we have to evaluate Version 2 as much more ad

vantageous as Version L In absolute terms, however, the analysis 

is bringing still negative results. 

Net Present Value /NPV/ of the Net National Value Added /NNVA/ 

I I I 



I~~~~=~H{~ VERSION "2" 

Capacity = 110.000 T 

ARFEC = 1.7992 

ARFENC = 1.221 

~~~!~~-~~~!~~~-~~~~~!~~~!_q~~!_l~~-~~-~~~~~l 

FOREIGN 
LOCAl "C" "NC" TOTAL 

I. FIXED INVESTMENT 

1.1. Site Preparation and 
Development 546 - 114 660 

1.2. Buildings, Structures 
and Civil Works 9.810 - 1.198 11.008 

1.3. Engineering and 
Design 5.969 - 584 6.553 

1.4. Production Machinery 
and Equipment - 77.294 - 77.294 

1.5. Auxiliary and Service 
Equipment 648 - 4.182 4.830 

1.6. Insurance and Freight 4.100 - - 4.100 

1.7. Plant Installation l.611 10.448 2.398 14.457 
II. PRE-PRODUCTION CAPITAL 

EXPENDITURES 1.680 1.344 410 3.434 
III. WORKING CAPITAL /FULL 

CAPACITY/ l.912 8.673 2.455 13.040 

IV. TOTAL INVESTMENT COST 26.276 97.759 11. 341 135.376 

.... 
~ ... 
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I - -

~~~~~=~~U~£= 
VERSION "2" 

Capacity 110.000 T 

ARFEC = 1.7992 

ARFENC = 1.221 

--~~~~~~~-~~~~~~~-~~E~~r~~~~!~
__ L~~-~~~~-~~~~~L-

I I I 
I 

MINIMUM CO- !COEFFICIENT I AMOUNT REQUIRED 
I T E M VERAGE PE- OF I I RIOD IN DAYS I TURNOVER ._ _ ___,..,.11 "'""L.,,..11 ---:-l-__,.,"...,..C.,..,.11 __ ..,..l __ ~"=N""'C""""11 ---.-l-~T_,,O...,..T_A_L-~1 

I I I I L-------l 

1. Accounts Receivable I 30 12 2. 085 625 382 3. 092 : 

2. Inventories of Raw I I 
Materials 
2 .1. Bagasse I 180 2 933 - - 933 I 
2.2. Caustic Soda I 90 4 - - 596 596 I 
2 • 3. tiYdrogen Peroxide 90 4 - - 408 408 
2.4. Clay /Kaolin/ I 90 4 - - 443 443 I 
2. 5. Kraft Woodpulp I 90 4 ·- 1. 553 - 1. 553 I 
2.6. ?ttrllanical ~P 90 4 - 1.942 - 1.942 I 
2.7. Other Importe~ 

- Convertible I 90 4 - 1. 042 - 1. 042 I 
2. 8. Other Imported I 

- Non-Convert .I 90 4 - 80 I - 80 I 
2.9. Other Local

1 
j 45 8 88 - I - 88 I 

3. Work-In-Progress ~ I 1 360 22 77 I 24 123 I 
4. Finished Products I I 10 36 654 196 I 120 970 I 
5. Spare Parts I 360 1 - 3.158 I 482 3.640 I 
6. Cash-In-Hand I 15 24 I 303 - I - 303 
7. Accounts Payable I 30 12 1 -2.173 - I - -2.173 I 

1/ 

2/ 

I 1.912 8.673 I 2.455 Ll3.040 I 
. -- _J 

TOTAL FINANCE REQUIRED 
_ ___.__ ____ l 

Foreign = ca. 75% of total amount before shadow pricing /C/NC 

Foreign = ca. 25% of total amount before shadow pricing /C/NC 

2:1/ 

1:1/ 

...... 
"' N 
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has been estimated at the pre-determined Social Rate of Discount 

/SRO/ of 8%. Similarly to the previous case, ~i~imum level of re

patriated payments /repatriated salaries of the foreign personnel 

only/ has been taken into consideration. 

Even under this assumption /no foreign loan - no cost of ser

vicing it/ the obtained figure for NPV /at 8%/ is negative: 

-58.554,177 pesos. This means that in terms of Value Added /and 

under all previously justified assumptions/ the national economic 

profitability of the project is much below the cut-off discount 

rate, and the project in this shape should be rejected. 

Under the national economic analysis a great attention /ex

pressed by the relation of ARFEC to the Official Exchange Rate/ 

has been paid to the role of potential convertible currency inflows 

and necessary outflows resulting from the project. This attitude 

is fully justified by the situation in Cuban balance of payments, 

discussed in earlier paragraphs. 

The analysis, stressing foreign currency aspects of the pro

ject, is pointing out negative consequences of project's implemen

tation for the balance of payments. 

This problem has been treated in a more detailed way while 

estimating the Net Foreign Exchange Effect /for convertible cur

rency/ of the project, presented in Table III/11. 

For the presentation purposes the most probable variant of 

financial pattern has been chosen, a combination of foreign loan 

and local equity /D/E = 1/. 



VERSION "2" 

TAllLE II l/11 
--~,....=-~~=""=-

Fore1gn Loan + Local Equity NET FOREIGN EXCllANGE 

1987 l 9tltl 1989 1990 1991 1992 1993 1994 

I. fOREIGN EXCHANGE INFLOWS 

1. i'oreign Loans in Cash - 40,00011 5.ooo21 - - - - -
2. Goods on Credit - - 4.83531 - - - - -
3. Exports - - - - 2.626 3.414 4.202 5.252 
4. Salvage Value - - - - - - - -

II. FOREIGN EXCHANGE OUTLOWS 

l. Imports of Capital Goods - - 21.978 23.022 - - - - -
Equipment, Machinery 

2. Imports of Raw Materials - - - 2.283 5.705 7.417 9.027 10.270 
3. Repayment of Suppliers Credit I 

with interest/ - - - l.902 1.805 l.708 - -
4. Repayment of Foreign Loans - - - 1.375 1.375 1.375 7.425 6.050 
5. Interest Payments on Foreign Loans - - - 5.390 5.252 5.115 4.977 4.235 
6. Repatriated Wages - - - 143 190 190 190 190 
7. Convertible Currency Part of 

Int·rastructural Services - - - 460 983 l,037 l.094 l.130 

~ 11 - 21.978 23.022 U.553 15.310 16.842 22.713 21.875 

ll l. NET FOREIGN EXCHANGE FLOW I - II - 18.022 /13.187/ /11.553/ /12.684/ /13.428/ /18. 511/ /16.623/ 

IV. IMPORT SUBSTITUTION EFFECT - - - 4.536 4.830 5.250 5.670 6.300 

V. NET FOREIGN EXCHANGE EFFECT - 18.022 /13.187/ /7.017/ /7.854/ /8.178/ /12.841/ /10.323/ 

III + IV - .926 . 857 . 794 .735 • 681 • 630 

VJ. NPV AT 8% 

1/ - Long term Joan disbursed 01.01.1988; interest rate - 10%; 8 installments; 4 years grace period; first installment to bepaid in 1963 
2/ - Short term loan disbursed Ol.Ol.1989; interest rate 10%; 4 installments; first due in 1990. 
3/ - Goods purchased on credit /from Government equity/; interest rate - 6%; 3 installments; fist due in 1990. 
4/ - Goods purchased on credit /reinvestment/; interest rate - 6%; 6 installments; first due in 2000. 

.... 
"' "' 



EFH:CT /Convertible Currency/ - IN USS ·ooo 

1995 1996 1997 1998 1999 200C. 

- - - -
49~76741 

-
- - - - -

5.252 5.252 5.252 5.252 5.252 5.252 
- - - - - -

- - - -- - -

10.270 10.270 l0.270 10.270 10.270 10.270 

- - - - - ll.054 
6.050 6.050 6.050 6.050 6.050 6.050 

3.630 3.025 2.420 1.815 l .210 605 
190 190 190 190 190 190 

1.130 1.130 1.130 1.130 1.130 1.130 

21.270 20.665 20.060 19.455 18.850 29.299 

/16.018/ /15.413/ /14.808/ /14.2031 t35.169 /24.047/ 

6.720 7.350 7.980 8.610 9.660 10.920 

/9.298/ /8.063/ /6.828/ /5.593/ t44.829 /13.127/ 

• 583 . '>40 • 500 .463 . 429 .397 

2001 2002 2003 

- - -
- - -

5.252 5.252 5.252 
- - -

- - -
10.270 10.270 10.270 

10.566 10.079 9.591 

- - -
- - -

190 190 190 

1.130 l.130 l.130 

22 .156 21.669 21.181 

/16.904/ /16.417/ /15.929/ 

10.920 10.920 10.920 

/5.984 /5.497/ /5.009/ 

• 368 • 340 • 315 

2004 2005 

- -
- -

5.252 5.252 
- -

- -
10.270 10.270 

9.103 8.615 
- -
- -

190 190 

1.130 l.130 

20.693 20.205 

/15.441/ /14.953 

10.920 10.920 

/4.521/ /4.033 

. 292 • 270 

2006 

-
-

5.252 
19.451 

-
10.270 

-
-
-

190 

l.130 

11.590 

tl3.113 

10.920 

t24.033 

• 250 

-31. !'a>,658 

.... 
"" U1 
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The analysis shows clearly outflowing streams of convertible 

currency which exceed inflowing ones, from 1989 until the end of 

the period being considered with two exceptions only /1999 and 

2006/. 

The Import Substitution Effect computed for the convertible 

currency part of would-be imports of newsprint /according to 

previously presented distribution alternatives/ does not change 

the general negative balance of foreign currency. High investment 

cost to be carried in convertible currency and high cost of current 

material inputs cannot be offset by modei~te hard currency export 

earnings from market economies. NPV of the Net Foreign Exchange 

Effec~ computed at the pre-determined level of SRO /8%/ gives a ne

gative result of 31.505,658 US$. 

All in all, these r·esults are further speaking against imple

mentation of the project. A project of this kind, despite merits 

mentioned before, but being a burden for the natLonal balance of 

payments cannot be economically justified in the present situation 

of the Cuban foreign trade and unfavourable configuration on the 

international markets. That is why no positive recommendation can 

be given even for Version "2". 

~ I 
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VERSION "3" 

Difficult situation for newsprint on foreign markets described 

in the marketing part of this study was the main reason for for

mulating and examining possibilities of changing the production 

profile of the plant. More attractive output has been suggested in 

Version "3" with better prospects of selling on foreign markets, 

a product-mix consisting of LWC-paper and newsprint. 

It is advised to take the results of the analysis pr(,sented 

below with considerable reservation because of many simplifying 

and tentative assumptions made for the purpose of this version. 

This part of the study should be considered as a first approach to 

this problem, a stage of a wider research at which some parts of 

basic information /e.g. marketing issues or cost structure/ are 

not available or only roughly estimated. 

Basic assumptions and explanations to the Integrated Value 

Added Analysis: 

a. The idea of a new product-mix has been applied to the smaller 

capacity version /54.000 t/ of the plant and that is why the 

project is mainly corresponding to Version "1" in this study. 

b. In the examined case the output consists of newsprint and·LWC

paper manufactured in proportion 2:1. All the newsprint produced 

is domestically marketed: LWC-paper is sold abroad ageinst con

vertible currency. 

c. A strong demand for LWC or international markets has been as

sumed. This is based mainly on the opinions and information col

lected by the ICIDCA experts and our ad-hoc expertise. LWC-paper 
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is considered to be an attractive commodity /at present/ and 

can be sold at a price not lower than 600 US$/t. This price 

has been used for calculation purposes. 

These assumptions however, need a veryfying, deep marketing 

study and first of all a reliable demand forecast for LWC-paper. 

Many countries facing nowadays diffic~lties in selling their 

newsprint abroad may think the same way o5 we did and switch 

their production to more sophisticated grades of paper. This 

may result in the future in growing supplies of LWC-paper on 

international markets and unfavourable tendencies in prices for 

this commodity. 

d. The process of coating is, by itself, additionally increasing 

the ultimate output of the plant. It has been calculated that 

out of 18.000 t /at full capacity/ bagasse based paper we can 

get after coating 22.914 t .~ LWC-paper, so the coefficient of 

weight-increase can be estimated at the level of 1.273. 

e. According to the information by ICIOCA, this version requires 

additional equipment for coating purposes, worth 4.000.000 US$ 

/in convertible currency only/. 

Additional quantities /compare Version "3" in the Financial 

Analysis/ of caolin and starch are to be bought in NC countries, 

some new items /latex, auxiliary materials/ have to be imported 

against convertible currency. New technology is increasing con

sumption of water, steam and electricity, respectively. 

Preliminary results obtained on the basis of these a$sump

tions and available information are positive and encouraging. 

Though this version is not solving the problem of self-sufficien

cy in newsprint production /compare the distribution of output 

presented in Table III/12 - necessary imports of newsprints are 
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exceedi· ~ domestic production by 64% in 2000/ but the Present 

Value of NNVA is positive. 

Net National Value Added of this version of the project dis

counted at 8% /SRO/ shows a positive value of 39.191.700 Cu

ban pesos /Table III/13/. 

TABLE III/12 ============ Newsprint/LWC = 2/1 

_Ei..:5_t_T!.E..:i5!.?E_.?!_.9_:i_t_p_:i}_: _ _5_~.9.9.9_5_!3~J?;~..?..?3 __ 

-~~~~12.~~~!.-~~~-~~~:.12.~12.~~-~~~!.-

I PLANT NEWSPRINT LWC 
I YEAR CAPACITY ""OR DOMESTIC FOR 

IMPORTS OF NEWSPRINT 

I MARKET EXPORT "NC" "C" 
I 
I 
11985 
11986 
11987 
11988 
11989 
11990 10.000 10.000 49.000 800 

11991 30.000 20.000 12.730 42.500 

11992 39.000 26.000 16.549 39.500 

11993 48.000 32.000 20.368 36.500 

I 199ll 54.000 36.000 22.914 36.000 

11995 54.000 36.000 22.914 39.000 

11996 54.000 36.000 22.914 42.500 

11997 54.000 36.000 22.914 46.000 

11998 54.000 36.000 22.914 49.500 

11999 54.000 36.000 22.914 54.000 

12000 54.000 36.000 22.914 59.000 

12001 54.000 36.000 22.914 59.000 

12002 54.000 36.000 22.914 59.000 

12003 54.000 36.000 22.914 59.000 
j2004 54.000 36.000 22.914 59.000 

12005 54.000 36.000 22.914 59.000 

12006 54.000 36.000 22.914 59.000 

I 
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1987 

I. VALUE OF OUTPUT 

l. Sal et> Revenue • 
1.1. Exports - /LWC/ Convertible 

Currency -
1.2. Exports - Non-Convertible -
1.3. Domestically Marketed Newsprin1 -

"E I -

II. VALUf OF MATERIAL INPUTS 

l. Investments -
1.1. Imported - Convertible 100 
1.2. Imported - Non-Convertible 731. 
1.3. Domestically Procured 4.370 

2. Current Material Inputs 
2.1. Import - Convertible -
2.2. Imported - Non-Convertible -
2.3. Domestically Procured -
2.4. Infrastructural Services -

£II 5.201 

Ill. NET DOMESTIC VALUE ADDED /5.201/ 

IV. REPATRIATED PAYMENTS 

4. Repatriated Salaries -
V. NET NATIONAL VALUE ADDED /5.201/ 

VI. NPV AT 8% 

ARFEC 

ARFENC 

1.7992 
1.221 

1988 1989 

- -
- -
- -
- -

- -
36.796 37.380 
3.111 3.312 
6.490 6.879 

- -
- -
- -
- -

46.397 47.571 

/46.397/ /47.571/ 

- -
/46.397/ /47.571/ 

VERSION 11 311 

Capacity - 54.000 T 

1990 1991 1992 

- 13.748 17.873 
- - -

7.560 12.234 15.073 

7.560 25.982 32.946 

- - -
l.f:l56 1.856 926 

408 408 204 
154 154 78 

2.255 5.636 7.329 
834 2.085 2.710 
281 703 914 

2.173 4.641 5.398 

7.961 15.485 17 .561 

/401/ 10.497 15.385 

2.56 342 342 

/657/ 10.155 15.043 

~ 

_!~~~~~~~~~--~~!~~-

1993 1994 

21.997 24.747 
- -

17 .911 20.087 

39.906 44.834 

- -
928 463 
204 97 

78 37 

9.021 10.149 
3.336 3.753 
1.124 1.265 
6.153 6.658 

20.844 22.422 

19.064 22.412 

342 342 

18.722 22.070 

,..... 
VI 
0 
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1995 1996 1997 1998 1999 2000 

24.747 24.747 24.747 24.747 24.747 24.747 
- - - - - -

20.426 20.935 21.445 21.954 22.803 23.821 

45.173 45.682 46.192 46.701 47.550 48.568 

- - - - - -
- - - - 73.093 -
- - - - 5.244 -- - - - 4.680 -

10.149 10.149 10.149 10.149 10.149 10.149 
3.753 3.753 3.753 3.753 3.753 3.753 

1.265 1.265 1.265 1.265 1.265 1.265 
6.658 6.658 6.658 6.658 6.658 6.658 

21.825 21.825 21.825 21.825 104.842 21.825 

23.348 23.857 24.367 24.876 /57.292/ 26.743 

342 342 342 342 342 342 

23.006 23.515 24.025 24.534 /57 .634/ 26.401 

2001 2002 2003 

24.747 24.747 24.747 
- - . -

23.821 23.821 23.821 

48.568 48.568 48.568 

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

10.149 10.149 lCJ.149 
3,753 3.753 3.753 
1.265 1.265 1.265 
6.658 6.658 6.658 

21.825 21.825 21.825 

26.743 26.743 26.743 

342 342 342 

26.401 26.401 26.401 

2004 2005 

24.747 24.747 
- -

23.821 23.821 

48.568 48.568 

- -
- -
- -
- -

10.149 10.149 
3.753 3.753 
1.265 1.265 
6.658 6.658 

21.825 21.825 

26.743 26.743 

342 342 

26.401 26.401 

2006 

24.747 
-

23.821 

48.566 

-
/26.423/ 
/3.496/ 
/5.822/ 

10.149 
3,753 
1.265 
6.658 

/15.916/ 

64.484 

342 

64.142 

~9.191. 700 

..... 
lJ1 ..... 
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At this level of available information the results of the 

analysis cannot be more detailed and precise. They show clearly, 

however, objectives and directions of further supplementary stu

dies which would be needed in order to investigate potential me-

rits of this version. 

Here two issues seam to be of utmost importance: 

- under assumptions made the greater share of LWC-paper in the 

output, the more attractive results can be obtained. On the 

other hand, greater share of LWC means less own newsprint for 

domestic purposes and greater imports. A question arises: what 

are the ultimate possibilities of importing newsprint from NC 

countries for Cuba in long term and how important for the na

tional economy is the self-sufficiency aspect of newsprint pro

duction ? Yet, in the extreme case the project could be exclu

sively oriented towards LWC-paper. 

- consequences of increasing the capacity of the plant in Version 

3 should be investigated. This requires competent information on 

changes in cost structure and wide marketing study. 

One can imagine that this version could be the most attractive 

one by combining potential merits of Version 2 and Version 3. Pre

cise answer requires a very careful investigation of many new as

pects emerging in thus far reoriented project • 
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C H A P T E R V 
====================== 

CONCLUSIONS 
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1. Market and Demand Study 

1.1. The world consumption of newsprint is growing increasing

ly slowly. 

1.2. In the largest consumer countries of Latin America, recent 

and projected expansions of production capacity are crea

ting a situation of self-sufficiency in newsprint. 

1.3. Historically, newsprint prices have been stable at FOB 

US$ 400 per ton /in 1980 dollars/ from 1960 to 1980. In 

1980 - 1984 FOB export prices for newsprint averaged ca. 

US$ 410 per ton in North America and ca. US$ 370 in other 

market areas. In early 1985, newsprint export prices col

lapsed to ca. US$ 300 per ton, a clearly unprofitable le

vel for any producer. This was caused by a sluggish demand 

and rapid expansion of capacity in the early 80's. 

1.4. If excess capacity is retired or converted to other paper 

grades, and if demand growth will accelerate, real news

print prices may in a few years regain the levels of 

1980 - 1984. 

1.5. Newsprint import and exports are stagnant and may decrease 

both in absolute and relative terms, because the traditio

nal importers, especially those in the third world are be

coming self-sufficient. 

1.6. If Cuba starts producing newsprint for the export market 

it can hardly expect to sell for more than FOB US$ 350 

per ton during the initial period of product adaptation 

and market penetration. 

1.7. In the long run only large scale producers integrated to 

diversified paper groups with superior resource can survive 

the competition for newsprint markets. 

1.8. Apart from the Cuban home market, where the demand exceeds 

present supply, other printing and writing papers have 

more attractive demand and price prospects than newsprint. 
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2. Financial Analysis 

2.1. Production cf newsprint does not seem to be a profitable 

industrial activity under the present market conditions. 

Versions "0", "1" and "2" are all either ioss-producing 

or - in case of Version "2" - the rate of return is so 

small that practically lies within the range of computa

tional error. 

2.2. The reasons for low profitability seem to be due rather 

to th~ overall situation at the newsprint market nowadays, 

than the specific features of the project itself. The cost 

of production in the plant of 110.000 t p.a. /Version "2"/ 

is more ~r less equal to the average production cost in 

Canadian newsprint industry, as it is illustrated by the 

table below. However, the internal cost structure is dis

tinctly different - in the Cuban technology the low cost 

of bagasse fibre and of manpower is being offset by quite 

substantial costs of other material inputs and also over

heads. 
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at 110.000 t /Version "2"/ in US$ ------------------------------------

CANADIAN INDUSTRY CUBAN PROJECT 

1984 1985 

I 
!GROSS SELLING PRICE 496 492 

:DELIVERY COST ETC. 69 69 

INET SELLING PRICE 427 423 
I Fibre 
I 

110 104 17 

I Other Materic:.ls 53 54 178 

I Energy 65 65 5211 

I 
I Wages/Salaries 102 96 3921 

I Overheads/Deprecia-
I 
I 

ti on 61 58 65 

!TOTAL PRODUCTION COST 390 377 367 

:PRE-TAX, PRE-INTEREST 
!PROFIT PER TON 37 46 

I 
I 
I 

Source: Canadian Paper Analyst, r:ecember 1984, January, 1985. 

1/ - Including transportation cost, 

2/ - Including repair and maintenance cost, 

3/ - Includjng sales cost. 
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2.3. Theoretically, the financing of the project may take va

rious forms, the funds coming from foreign sources as loans 

or equity, to supplement the Cuban government contribu

tion. However, rather awkward financial indicators for 

Version "0" and "l" make any foreign contribution prac

tically impossible. Also Version "2" does not seem to be 

profitable enough to attract foreign investors to parti

cipate in the project as co-sponsors. 

The most likely variant of finan~ing would be therefore 

the combination of a foreign loan and a local equity with 

possibly favourable debt repayment conditions. Since it 

would be extremely difficult to find the funds for the 

project at international capital markets, thus a more 

realistic possibility seems to be a "self" loan from a 

credit line within a bilateral intergovernmental agree -

ment. E.g. the country where the supplier of machinery and 

equipment is located could be willing to provide the ne

cessary funds via its specialized export-promoting finan

cial institutions. 

2.4. It seems that the production of other grades of paper is 

more financially interesting than that of newsprint. Pre

liminary appraisal of Version "3" indicates that the pro

duction of LWC-paper can be profitable. 

However, lack of sufficient information on the production 

of LWC has not allowed to carry out a more extensive stu

dy. It is advisable therefore, to examine in depth this 

possibility, trying to maintain a proper balance between 

the newsprint ~~eduction, which is needed by domestic 

market and other grades of paper which strengthen the 

financial viability of the project. 
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2.5. It must be kept in mind that all results obtained within 

the framework of finanical analysis have been calculated 

on the basis of available information. Ir. spite of the 

efforts undertaken to get as comprehensive information 

as possible, numerous ad hoc assumptions and rough es

timates have had to be accepted during the calculations. 

Therefore the degree of accuracy is necessarily quite low 

and the results should be seen as preliminary. 

3. National Economic Evaluations 

3.1. One of the most important merits of the project is the fact 

that it is capable of utilizing excess bagasse which is 

of no use for the national economy at present. The impor

tance of this consideration may however decrease in time 

with larger amounts of bagasse being used in the future 

for alternative purposes, like e.g. power generation. 

3.2. The next positive feature is its import substitution aspect. 

Production of newsprint may be treated as an important 

element in import substitution tendencies prevailing nowa

days in Cuban economic policy. However, one has to be aware 

of the fact that the potential output of the plant would 

be a substitute for relatively cheap imports of newsprint 

from the USSR, in the first instance. Only beyond USSR ex

port possibilities - it would be an import substitute for 

purchases from market economies. 

3.3. Newsprint can be treated - and is actually treated in many 

countries - as a quasi strategic product for the national 

economy. Self-sufficiency in newsprint production may be 
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seen as an important national consideration. On the other 

hand national authorities have to be aware of high foreign 

currency cost and risks connected with the implem~n-cation 

of this project. 

Moreover, self-sufficiency in newsprint supplies means 

for Cuba relatively less than for many other economies. 

Cuba's advantage is, that alternatively it is being supp

lied with newsprint by a very reliable partner like the 

USSR and under stable trade conditions. 

3.4. The national economic analysis has been exposing the role 

for the national economy of potential convertible currency 

inflows and necessary outflows resulting from the project. 

The negative results obt~ined here point out foreign cur

rency aspect of the production process. Unavoidably high 

investment cost in convertible currency and technically 

justified, but high, costs of current material inputs can

not be offset - under present unfavourable world market 

situation for all kinds of newsprint - by moderate hard 

currency export e~rnings. 

3.5. Recent developments in the Cuban balance of payments ful

ly justify a very cautious and careful approach to projects 

highly dependant on imported equipment, not yielding con

siderable export earnings. Being technically competitive, 

but not creating an attractive offer either for financial 

partner or foreign customer - these projects may produce 

a drain for foreign currency and create undue dependence 

on foreign creditors. 

3.6. Value Added Analysis. Taking into consideration all in

flows and outflows of currency, under adjusted prices ac-
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cording to two different rates of foreign exchange /one 

for convertible currency, other - for non-convertible 

currency/, as well as their distribution in time - pro

fitability of the project in terms of created value ad

ded for the national economy is much below pre-determined 

and justified Social Rate of Discount. The streams of 

discounted value added in first two versions are negative. 

3.7. In terms of creating new employment opportunities the pro

ject may be seen as attractive for the region, but for 

the national economy it has rather limited importance, as 

the number of jobs created is not high and after all there 

is no unemployment problem in Cuba. 

3.8. The project fits to regional development plans and may be 

stimulating for the publishing industry offering larger 

supplies than the import-based alterantive. Further po

sitive aspect is the close integration with the Brazil 

Sugar Mill and plans to use common infrastructural faci-

lities . 

3.9. Implementation of the project may be regarded as a means 

to promote Cuban know-how and technique abroad. 

3.10. Higher capacity of the plant is resulting positively on 

the national economic analysis. The same holds true to 

an improved product-mix, containing more other grades of 

paper, attractive from the point of view of exisitng de

mand o~ international markets. 
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------- CGIWAll 1.l - UN!OC !O/FEAS, Yienn1 ---

Total initial investment costs in us s '000 

·1ear ••• . ... . . l :ie7 .1 1987.2-58.1 1988.2 1999. ! !999.2 

Fixed invtstatnt costs 
L.i.nd, s1 te prl!!Jintion, develop1tnt b50.00 o.oo o.oo 0.00 0.00 

Bui lding!i ind ci vii 11Cris ••••• &500. 00 2300.00 mo.oo b00.00 559.00 

Auulary ud serv1c1 f.cllitiK o.oo o.oo lOC0.00 2400.00 1072.00 

Incorporated fi ud assets • • • • 0.00 0.00 oOS0.00 mo.oo 1100.1}0 

?lint uchinery and eq111 ?•tnt • o.oo 1),00 21480.00 21480.00 o.~o 

------ ------ ------ ------ ---------
Total fix!d :~vHtunt casts •• mo.oo 2300.00 29830.00 31030.00 2731.00 

Pre-nroduction capihl expenditure!. soo.oo 500.00 400.00 400.00 500.00 

~et 1ork1 ng "Dl ta! ...... o.oo o.oo 0.00 0.1)0 1800. 00 

------- ------ ------ --------- ---------
Toti! 1n1ti11 i nvest1111t casts • 7650.00 :?900.00 30230.00 31430.00 5031. 00 

Jf 1 t foreign, 1n I ...... 10.92 17.96 85.?4 BB.39 b9. 7' 

--------------------------------------------------------------------------------
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-------------------------------------------------- ~Ql!FtiR l.l - UlHnO IO/FEtiS, 'lienni --

Total investment c:osts, production phase in I.IS f ·:;co 

Yur t990 1991 !'In ~ 993 l'm 

Fixed 1~vest1ent ::osts 
Land, site ~reparation, develonent 1).00 O.JO 0.00 0.00 0.00 
Bu:ldi~gs 1Rd c1v1l 1111rks . 0.00 o.oo 0.00 •).1)0 0.00 
Hllxtlarv and ser·1ie! fac:lities o.uo o.oo 0.00 O.·JO o. )0 
lncarporafed fixl!d assets o.oo 0.•)0 0.00 !), 00 t),t)I) 

?l ant, Hthi nery and ~quipeent 0.00 0.00 o.oo 1).00 0.00 
-------- ------ ------- ---------- --------

Tatll fixed investaent ::asts . 0.00 o.oo o.oo o.oo Q.00 

Preprod11ctian c&p1 his exoendi tares. o.uo 1). 00 1J.ilO 1). 00 o.:lo 
•orkinq cap1hl me.112 m1.02 2174.19 1987. ;9 b46. 60 ____ ... ____ ------- ----------- ---------- ----------
Toti! :~rrent investunt costs . ~:i:B.62 4937 .02 2!74.l9 1987.79 046. b•) 

Jf :t fareqn, t lZS.62 90.l4 i9.3i 02.24 ~.n 

bagosse newsprint ~lint --- '.985-•)4-iB 

-------------------------------------------------------- SQ~FAR l. l - ~11IDO ;QJFEAS. 'liennc --

Total investment costs, production phase in ass ·:100 

'fur •.. 

'ind :~·1estaent costs 
Land, s1 te preDiraticn, jeve!oount 
9u1tdings and c:nl AOrks .••• 
iw::lun and ;erv1cr fac1lit1H 
lnc:r,crated fued assets •.. 
?lint, Hchinerv and equ10111nt 

Total find xnvtttnnt costs .. 

'n!oncuct:on :aa1t1ls noena1tarn. 
iiork1ng cap1 hl ....... . 

Tohi carr1nt 1nvest1ent casts . 

~f :t faruqn, ? •.•...• 

tm-98 

~.00 
ry.oo 
1).00 
!),00 
Q,00 

0.00 

:). JO 
t).00 

rJ.00 

•),:JO 

0.10 
1),00 

4490.00 
131:19.00 
m~o.vo 

/Jl149.JO 

/Jlt49.00 

e9 . .;u 

]aqasse newspr:nt ;i!ant ·-- l985-•l4-!3 
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------------------------------------------------------ Cal'F'AR l. l - UN!OO !O/FEAS, Vienna ---

Total production costs in us s '1)00 

·1ur. . . • ~ • • • • • • • • I • 1990 1991 l9Q~ !9q3 !'l94-99 

Z of no1. :iilpictty is1nqle product). 1a.1a :S.45 il.SZ a9.1i9 l00.00 
Riill ubrial 1 ••••••. 1242.10 mo.10 4485.10 ss:::o.10 0210.10 
Oth!I' ri1 Httnals 2404. 00 6680.00 am.oo 101ia8.oo 12024. 00 
Ut1 It tus .... I. I. t 6117.00 1853.00 :409. 00 2%4.00 ms.oo 
Energy .••••.• 902.00 2506.00 3257.00 ~009.00 mo.oo 
Labour, direct • • • 599.00 '100.00 m.oo 1200.1)0 1200.00 
Rflliill r, HI nten•nce 700. 00 1400.00 1400. co !400.00 1401).00 
Sp•res 700.00 1400.00 1400.00 1400. 00 1400.00 
F iilCtorv ovtrh11ds 784.00 1046.00 104&.00 1046.00 1046.00 ----- ------- ------- ----------
Fiiictorv costs .. 79119.10 19235.11 23640. I I 29227. I! m:s.11 
Ad11nutr1ti ve overhHds .• 490. 00 &54.00 654.00 m.oo 654.1)0 
lndir. costs, uln ind distribution 140.00 427.00 553.00 080. 00 770.00 
Direct costs, ules iilnd distr:bution o.oo o.oo o.ao 0.00 0.00 
D111rtcution .• 6961.56 6961.56 6961.56 mi.so 0961.56 
Finincul ccsts .... o.oo o.oo 0.00 0.00 o.oo --------- ------- --------- --------- ----------Toto. production costs . 15589.bb mn.&o 31808.~6 i652S.06 :mo.011 

=:zaaz:=:a: :ISZ:ZZ3=:::aa :::r::s:::::a:z: ::z::::==i:z:::: ::::::2:::::::s 
Costs ptr unit ( s1 nglt product ) 0.78 0.45 o. 40 0.37 o.~6 Of it fort1qn, Z • 6S.05 62.06 61.59 ~o. 93 60.33 Of 1 t vuuble, t . 0.00 o.oo 0.00 o. 00 o.ao Toh! 1 ibour . .. 1089.00 1554.00 1613.00 !954.00 1854.00 

--------------------------------------------------------------------------
~aqasse ~ewspnnt ol •nt --- 19S5~JH8 
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Tot ~l production costs in 111 S '000 

Vt•r • , • . . . . " ..... . 
l af nat. cap.city lsin9l1 praductl. 
R•• 11ttri1l 1 • • • • • • • • • • • 
Othtr raw 11ttri1ls 
Ut1liti11 •••••• 
Entrqy ••••••• 
Labour, direct ••• 
R1111ir, uinhnillct 
Spun •••••• 
Factory avtrh11ds ••••••••• 

Factory costs • • • • ••••••• 
~d1inistr1tiv1 0Ytrh1ids •••••• 
l~dir 1 casts, ••its •nd distribution 
Direct casts, 11 11 11d d1str1b11t101 
D111rtci•ti01 •••••••••••• 
Fin.nciil cats •••••••••• 

Total production casts ••••••• 

Casts ptr unit I sinqlt product l . 
af it foniqn, l . . . ...... . 
Of it uri•blt,t •••••••.•• 
Total I abour • • , • • • • • • • . • 

2000- 4 

100.00 
11210.10 
12024.00 
lm.00 
mo.oo 
1200.00 
1400.00 
1400.00 
1046.00 

311~.11 
654.00 nus 

&083.2& 
o.oo 

39232.37 
:amm:us:=as 

0.3& 
&0.98 
0.00 

1m.c~ 

t·s:~-:~ 
~~-~ c 
~~~COMFAF 

-· •, 1.1 Ut-~IO· 

---- COllFAR 1.1 - UNIDO lO/FEAS, Yienni --

---------------------·---------------------------------
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~:.~JFcoMFA~ 
.-· "'- 1.1 UM I (1 

COllFllR l. l - UNlDO [Q/FEAS, Vil!lln• --

Net "or king capital in 1i5 s '000 

hu • • • • e I• ...... 1990 l~l 19'2 1993 1994 

Canriqt .... Ide coto 

Current usth Ir 
Accounts rKtiviblt ••• JO 12.0 719.0l 1'93.0l 2070.59 2463.93 2712.43 
lnv111tory ind lititri•ls • Bl 4.4 3989.25 7748.29 9n2.83 11597.25 12146. 91 
En1rqy • f I I I 1 360.0 2.51 6.96 9.05 11.14 12.SJ 
gpirH ....... 360 1.0 700.00 1400.00 1400.00 1400. 00 1400.00 
llort in pro.rtSs .. l 360.0 22.22 53.43 65.117 78.41 86.46 
Finisbld products 10 36.0 235.78 552.48 674.84 802.25 882.75 

Cull in hilRd ..... LS 24.0 136.38 225.00 227. 46 237.SO m.5o 
Tohl carn1t nstts . . . . . . 5805. ll 11679.17 14220.43 16590.47 17478.57 
Current li•iilititS •nd 
Acc111111ts P•Y•il1 •••••• JO 12.0 666.51 1602.93 1970.01 2352.26 2593.76 

---- -----
Nit 110riinq capihl •••••••••• '938.62 11876.24 14050.42 16038.21 16684. 91 
In crust in ll:ll'iinq c111i hl . m8.62 4937.62 2174.18 1997. 79 646.60 

Ntt •oriinq capital, loc•l 1256.53 2237.01 2674.73 3425.24 3580.~5 

Nit •ori1nq cap1t•l, fortiqn 5682.10 9639.23 11375.70 12612.98 lllOJ.86 

Nott: Ide • 1ini1119 diys of cav1r1qt ; coto • coefficient af turnover • 
---------------·----

b•q•ss1 ne111print pl•~t -- 1985-04-18 

------·--- ------------------------- COllFAR 1.1 - .!.!NIDO I0/11EAS, YienH --

Net "orking capital in uss·coo 
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Yen .. l1l95-2004 

Covenqt Ide cot a 

Curr111t assets • 
AccDUnts r1ceivibl1 • 30 12.0 2712.43 
Inventory and Httruls • 83 4.4 12146. 91 

Energy ..... 1 360.0 12.53 

Spares ...... 300 1.0 1400.00 
llort in proqrHI 1 360.0 86. 411 

Finished products 10 30.0 882. 75 

Cuh in hand .... 15 24.0 237.50 
Total current assets .. 17478.57 

Current liabilities and 
Accounts p1y1bl e • • • • • • 30 12.0 2593. 76 

Net wtinq capi hl • • • • 16684.81 
Incre111 in 10rtin9 capital o.oo 

lltt wartinq capital, local 3580.~ 

•et 1111rkin9 capital, forrign 13103.86 

Note: 1dc • eini1111 d1y1 of coveraqe ; coto • co1ff ici111t of turnover • -----------------------------------------------------
b19asse n11sprint plant --- 1985-04-!8 
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~ource of finance, construction in us I 'i)OO 

·f!1r ••....•••••••• 1987. l 1m.z-ea.1 1qaa.z 19811.l !189.2 

:;~1ty, Jr~inary .. mo.oo :aoo.oo :imo.011 ~!430.00 3031.00 

E~uL ty, prtference. 1),00 o.~o 0.00 0.00 0.00 

Sub51diH, qnnh • 0.00 0.00 0.00 0. 01) 0.00 

Loin A, for ti qn • o.oo 1).00 o.oo i).i)O 0.00 

Loan 8, forl!lqn •• 0.00 0.00 0.00 O.JO 0.00 

Loin C, foreign • 0.00 i).00 0.00 o.oo 0.!)0 

Lean A, !acal. ••• IJ.00 ~.00 'J.00 a.oo 0.00 

0.00 o.oo 0.00 o.oo o.oo 
Loan B, local .... 
Lein C, local •••• 0.00 o.ao o.oo 0.00 o.oo 

------- ------- ----- ---------- -------
Total loan o.oo o.oo Q.00 o.oo o.co 

(:.irrent liabilities o.oo o.oo o.oo o.oo Q.00 

Bank overdraft o.oo o.oo o.oo o.oo o.oo 

Total ftmds 7650.00 2800.00 )0230.00 31430.00 5031.00 

bagasse newsprint plant - 1985-04-18 
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YHr .............. 19ql) 1m im 1m 1994 1995-98 

Equ1tv, ordin1ry •• 0.00 0.00 0.00 0.00 Q.00 0.00 
Equity, preference. o.oo 0.00 0.00 0.00 O.Otl O.Otl 
Sllbsidies, 9r1nts . 0.00 0.00 0.00 0.00 0.00 0.00 

Loin A, foreign . 0.00 0.00 o.oo o.oo 0.()0 0.00 
La.n B, foreign •• o.oo 0.00 0.00 0.00 0.00 o.oo 
Lo•n C, for11qn • 0.00 0.00 0.00 0.00 0.00 0.00 
La•n A, I ocd •••• o.oo 0.00 0.00 0.00 0.00 o.oo 
Lain B, loc1l •.•• 0.00 0.00 0.00 O.:>O o.oo o.oo 
Lain C, loc1l ••.• o.oo 0.00 o.oo o.oo 0.00 o.oo 

------ ------- ----- ---------- ----------- --------
Totill lain ........ 0.00 o.oo 0.00 0.00 0.00 0.00 

Current li1bilities &66. Si 936.42 m.oe 382.25 241.50 0.00 
Bink overdraft •••. 57116. 73 lbOl.73 -3603.71 -376&.74 0.00 0.00 

------ -------- ------- -------- ------- --------
Tat1l funds ••••••• 0433.24 2540.14 -323&.63 -3384.49 241.50 0.00 

---------------------------------------------------------------------------
b1q1sse ne1Kprint pl1nt -- 1985-04-18 

------------------------------------- CDllFAR 1.1 - UNIDO 10/FEAS, Yienn• --

Source of financR, production in us s ·ooo 

Y11r •••••••••••••. 199' 2000 

Equity, ordi n;.ry .. o.oo 0.00 
Eauity, preference. 0.00 0.00 
Subsidies, gr1nts , o.oo 0.00 

Lau A, foreiqn • o.oo o.oo 
lo•n 8, foreign •• o.oo 0.00 
Lain C, fortiqn • 0.00 0.00 

La.n -· loci! .... 0.00 0.00 
Loin B, loc1l .... 0.00 0.00 
Loin C, loc11 •.•• o.oo o.oo 

-------- ---------
Tat•I loin ••..•.•• 0.00 o.oo 

Current l11b1ltties 0.00 o.oo 
Bank ovtrdraft •••. m2.b6 -4792.66 

------- --------
Toti! funds .•••••• 47'12.011 -4792.611 

----------------------------------------------------------------------------------------------------------------------------
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Vur •.•. . . . . ll1E7.: tm.z 1986. ! 1988.2 l98U mu 
-

Totai cash :nflo• mo.oo 2!100.00 zsoo.oo imo.oo :i1430.00 ~031. 00 
----------- -------------- ------------- ----------- ------------ -------------Fin•nci•I rl!sourcts • mo.oo 2900.00 2800. 00 30230. 00 31430.00 5031.00 

S•lts, ntt of tax • 0.00 0.00 0.00. 0.00 0.00 1), 00 

Total cash outflow . 7650.00 2800.00 2800.00 30230.00 31430.00 5031.ilO --------- -------- ------ ---------- --------- ---------Toti! asstts .. 7650. 00 2800.ao 2800.00 10230.00 31430.00 srn.oo Optrating costs • 0.00 0.00 0.00 o.oo o.oo 0.00 Cost of financl! . 0.00 0.00 0.00 0.00 0.00 o.oo RtP•¥•tnt o.oo o.oo o.oo o.oo o.oo 0.00 Corponh tu 0.00 0.00 0.00 o.oo 0.00 o.oo DiYidl!nds pud o.oo o.oo 0.00 O.!lO 0.1)0 o.oo 

Surplus ( dl!fic1t J 0.00 o.oo 0.00 o.oo IUO o.oo Cu1ulatfd cash balanc• 0.00 o.oo o.oo 0.00 il.00 0.00 

lntlo•, loci! ... &815.00 2300.00 2300.00 4250.00 mo.oo mo.oo Outf11111 1 local .•. 6815.00 2300.00 2300.1)0 4250.00 3650.00 1520.00 Surplus I d1fic1t J . 0.00 0.011 o.oo o.oo 0.00 o.oo lnf!a1 1 foru~n .. 835.00 500.00 soo.oo 15980.00 meo.oo 3511.00 Outflow, fort1gn •• 835.00 500.00 500.00 25980.00 27780.00 3511.00 Surplu1 ( dl!fic1t J 0.00 0.00 0.00 o.oo 0.00 o.oc 
Ntt cashf I 01 • . .. -i6SO. 00 -zsoo.oo -2800.00 -30230.00 -31430.00 -5031.00 Cu1ul•tfd nft cashflo• -7650.00 -10450.00 -13250.00 -43480.00 -m10.oo -794141.00 
----------------------------------------------------------------------------------------------------------------------------

b•gassf nf1spr1nt pl•nt --- 198S-04-19 
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Yur ...••.• mo 1m iqq:;: 19'13 !41114 m~ 

Toti! CiSh inflo• !4433.24 26190.14 3011'1:.oe 38382.25 42741.50 4250~.oo 

--------- ---------- -------- ---------- --------- ---------
Fin1nciil resources . &43::.24 :540.!4 367.0B 382.25 241.50 0.00 

Siles, net of tn • 8000.00 23650.00 30625.00 38000.00 42500.00 moo.oo 

Toti! Cish outf lo• • 14433.24 261'10.!4 30992. 0'1 35703.89 34334.00 33445. 91 

---------- ------ --------- --------- ---------- --------
Tohl iSSets ... 5805.13 5874.03 2541.27 2370.04 888.10 0.00 

Operating costs • ma.11 2031&. ll 2484i.11 29567 .11 325411.11 32549. l 1 

Cast of fin1nc1 • 0.00 o.oo 0.00 0.00 o.oo 0.00 

Repiyttnt o.oo o.oo 3003. 71 376&. 74 o.oo 0.00 

Carpanh hz o.oo o.oo 0.00 0.00 896.80 m.so 
Dividends pud ... 0.00 o.oo 0.00 0.00 o.oo a.oo 

Surplus ( deficit l -o.oo 0.00 -0.00 2&78.36 8407.50 'l054.09 

Cutul1ttd cash bal1nce -o.oo 0.00 -0.00 21178.36 11085.85 20139. 95 

lnflo•, lout ' ' .. 14082. 72 20390.81 wm.67 29764.&7 32096.58 32000.00 
Outflow, local • • • • 5406. 49 10414.54 15106.06 171148.B'I 1sm.01i 15070.77 
Surplus I deficit l . 8676.23 tt71i. 27 8843.60 12115. 78 lli773.52 16929.23 
Inf! o•, foru 9n ... 350.51 57'1U3 7042.42 8617.58 10644.'12 10500.00 
Outflo•, foreign •• 9026.75 1m5.60 15886.03 18055.1)0 19010. 94 18375.14 
s~rplus ( d1fic1t l -8676.24 -m6.27 -8843.lil -9437.42 -83116.02 -78i5.!4 

Net ashfl o• . • • • -0433.24 -2540.14 mu2 6062.85 Blb5.99 9054.09 
Cu1uiatrd nrt cashfla• -86374.23 -8"14.38 -85077. 75 -7'1614.'lO -7!448.'ll -623RB1 

------------------------------~---------------------------------------------------------------------------------------
bagass1 nr•spr1nt pl•nt ~- !985-04-!5 

IRR " 2. 3 % 

SPV at 5 ?. • -25260 
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Ye•r . . . . • . • t9% 1;117 19c;9 !9'111 2000 2001 

Tot•! c•sh 1nflo• moo.oo 42500.00 moo . .)O 4729~. ]e moo.oo 42500. ()0 

---------- -------- ------------ ------------ ------------ ----------
Fin•nci•l rtsourcts • 0.00 o.oo 0.00 41112.!ib 0.00 0.00 

Silts, nit of t•x • • moo.oo 42500.00 moo.l)O 42500.M 4251)0.00 42500. 00 

Toti! ti5h outflo• •. 33445.91 33445.!H 33445.91 mR'ft 38322.05 33529.40 

• ----------- ------- -----·---- ------------ --------- --------
Toh! HS!t5 .. O.i}O 0.00 0.00 0!141Ul0 0.00 :).00 

O!Jtritinq costs • 12549.11 32549.!l 32549.11 3254'l .11 3:?5411.11 325~<!.ll 

Cast of f1ninc1 • o.oo o.oo o.oo o.oo o.oo 0.00 

Rtp•y1ent o.oo 0.1)0 o.oo o.oo 4792.&6 1).00 

Carpontt tu 8116.80 8'16.80 8911.80 896.80 980.29 9BG.2'l 

Di vi dtnds piid o.oo o.oo 0.00 0.00 0.00 o.oo 

Surp Ills ( dtf 1 cit ) '1054.09 '1054. 011 9054.09 -47302.25 4tn.95 8970.bO 

CU111li~t~ c1sh bilintt 29194.04 38248.13 mo2.23 -0.02 41n.112 13148.52 

Inflo•, loul ... 32000.00 32000.00 l2000.00 367'2.&6 32000.00 32000.00 

Dutfl011, local ••• 15070.77 15070.77 15070. 77 2142e. n 191146. 92 15154.26 

Surplus ( dtficit.) 16929.23 !6929.23 !li929.23 15363.S'f 12053.08 16845.74 

Inf! ow, fani gn ... 10500.00 10500.00 10500.00 10500.00 10500.00 10500.00 

OutflDll, fortiqn ••• 18375.14 18375.14 18375.14 73166.14 18375.14 18375.14 

Surplus ( dtf1cit I . -7875.14 -7875.14 -7875.14 -62666.14 -7875.14 -7875.14 

Net cnhflo• ••••. m4.09 'f054.0ll 9054.011 ·520R9l B'l70.&0 8"70.60 

Cu1ul1ttd ~et c•shf ia• -53340.72 -44286.63 -35' i .• 53 -87327.44 -78356.84 -o'l3Bb.23 

-----------------------------~-----------------------------------------------------------------------------------------b•g1sst news,rint plint ~ l'lB5-04·18 
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Ytif .•.• , ••• 2002 2003 20(·4 

Tct•I c•sh inflow 42500.00 42500.00 42500.00 

---------- ---------- -------
Fin•nc1•l rtsourcts . 0.00 0.00 o.oo 
SilH, net of hr .• 42500.00 42500.00 42500.00 

Toti I cuh outf lo• . 33529.40 33529.40 33529.40 

------ -------- --------
Tohl usets .. o.oo 0.00 0.00 

Qpenting costs • 32549. ll 32549.11 32549.11 

Cost of fin•nct • 0.00 0.00 0.00 

Rep•y1tnt 0.00 o.oo o.oo 
Corponh tu 980.29 980.29 980.29 

Di ndtnds pud . o.oo o.oo o.oo 

Surplus ( dtficit l 8'70.60 8970.60 8cnG.oo 

Cu.llllittd CiSh bilinCt 22119.13 31089.73 40060.3l 

Inflo•, loc•I • I • ' 
32000.00 32000.00 12000.00 

Outfla•, laul •••• 15154. 26 15154.26 15154. 2& 

Surplus ( dtficit l 1&845. i4 16845. 74 1&845. i4 

Inflo•, foreign ... 10500.0t 10500.00 10500.00 

011tflo•, fort1qn" •• 18375.14 18375.14 1mS.14 

Surplus ( dffic1t l -7875.14 -7875.14 -7875. 14 

Ntt cuhfla• ••.•• am.oo 8'170.110 81170.00 

Cu111l•t•d net c1shflo• -60415.63 -51445.03 -42474.43 

------------------------------------------~~-------~~------------------------------------------------------------------b•q•sst n1•spr1nt pl•nt ~- !985-04-LB 



•) Qeturn an Equ1tv: 
Net present value 0.00 at LC.00 ! 
!nttrnil Rite of Returr. l :F.RE ) • • 0.00 t 

bl lntff'nil R•te of Return without outside fininc1nq: 
Net present vilut 0.00 it 10. 00 t 
Inter nil Ritt of Return ( !RP. l • • 0. 00 t 

cl Future Vilue of CiSh outf lDll during construction: 
Totil cash outfl1111 .• 79941.00 
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Future Vilue 877&9.39 at 10.00 t 
-----------------------------------------------------------------------------------------------------------------------------
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'fHr • . . 1990 1qc11 m: 1993 111114 

'!'ahi Silts, incl. Silts tar • aooo.oo 23/iSO.OO 30625.00 38000. 00 moo.co 
Len: v1r1iblt casts, incl. Sills tix. 0.00 0.00 f).00 0.00 0.00 

-------- -------- ----------- ---------- ---------
Yuabi• urqtn 9000.00 231150.00 30625. 00 380!!0.00 moo.oo 
As I a~ tatil Siles 100.00 100.00 100.•)f) 100.00 !Otl.00 

Nan-viriiblt costs, incl. deprec1itiar. !SS9U6 27277.116 3!808.66 36S29.6t m10.1i6 

-------- ------- ---------- --------- ---------
Op1rat1onil 1irq1n . -75811.116 -3627.66 -119:!.b6 !471.34 :m.l4 

As t of tot1l s1les -q4,97 -!5.l4 -3.87 ~.87 7.03 

Cost of H n1nce 0.00 0.00 0.00 0.00 0.00 

-------- ------ -------- ------- -------
Sr on prafi t . -7599.60 -3627.66 -1183.66 1471. j4 2999.34 
Allonncn .• 0.00 0.00 o.oo 0.00 0.00 

hull!• profit • -7589.66 -3627.&6 -1193.116 1471.34 299U4 
Tix .. o.oo 0.00 0.00 0.00 89/J.SO 

-------- ---- ---------- --------- ---------
Net profit •• -7589.66 -l627./i6 -1183.116 1471.34 2092.54 

Dividends paid . 0.00 o.oo 0.00 o.oo o.oo 
Undistributtd profit • -7589.lili -3627.66 -1183. 66 1471. 34 2092.54 

Accuaulattd undistributl!d profit • -7589.&6 -11:m.n -moo. 99 -IO'?:ZU/i -8937 .12 

Gr,ss profit, t cf total Silts • -qu1 -15.34 -3.87 3.87 7.03 

Ntt profit, I of total salts • -94.87 -15.34 -3.87 3.87 4. en 
ROE Net profit, I of eol!' y -9.49 -4.54 -1.48 1.84 Z.b2 
ROI Ntt ,rafit+1nttrtst, : of equity • -B.85 -3.;6 -1.2/i 1.52 2.15 

------------------------------------------------------------------
b•q•sst ne•sorint plant --- 1995-04-18 



YHr • • •• , 

Tatill uhs, tncL Siles till . 
Ltss: v•r1aale costs, incl. Silll!s tilx. 

~ilriablt 1arqin .• 
As t of tat1! sales 

Dol!rat1onal 1arq1n • 
As ?. of tohl ules 

Cost of h nancl! 

Srcss prafi t • 
AlloHnces •• 
Tuilbl1 profit 
Tis .••• 

Net profit • . 

Di vidl!llds pilid •• 
Undistributed profit • 
Accu1ulatl!d undistributl!d profit • 

Srass profit; l of tot.al ull!s •• 
N•t profit, t af total ul H •• 
ROE Net profit, t of equity •.• 

42500.00 
0.00 

175 -

42500.0IJ 
0.00 

42500.00 
0.00 

42~00.00 

0.00 

42500.00 
0.0(1 

---------- -------- ---------- -------- ---------
42500.00 

100.00 

!~10.6/i 

42500.00 
100.00 

395!0.b6 

moo.oo 
100.00 

3TS!O.cb 

42500.00 
100.00 

m10.1i11 

42500.00 
LOO.GO 

3CISIO.lib 

------ ----------- ----------- --------- ---------
2989.34 

7.03 

0.00 

m9.34 
7.03 

0.00 

2'1811.34 
7.03 

f).00 

298U4 
7.03 

0.00 

298~. H 
7.03 

o.oo 
------ -------- --------- -------- --------

2'i89.34 
0.00 

21J89.34 
8'111.80 

298'1.34 
O.Oli 

298'i.34 
89/i,80 

2'189.34 
o.oo 

2'i8U4 
BCJb.BO 

2989.34 
o.oo 

2989.34 
B'ili.BO 

2'1811.34 
o.oo 

2989.34 
896.BO 

-------- -------- ---------- --------- -------
20l12. 54 

o.oo 
20'i2.54 

-&744.58 

7.03 
U2 
2.02 
2.15 

20112.54 

o.oo 
20112.54 

-41152.05 

7.03 
U2 
2.b2 
2.15 

2092.54 

0.00 
20C12.54 

-25511. 51 

7.03 
4.92 
2.112 
2. !5 

20'12.54 

0.00 
20'12.5• 
-41111.99 

7.03 
4. 92 
2.112 
2.15 

20'12.54 

0.00 
20l12. 54 
1625.511 

i.03-
4.92 
2.112 
!.32 

ROI Net profit+int1re1t, l of equity • ------------------------------------------------
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Yur • . . . . 1~1)·) 2001 200:: 2003 :o~• 

Toti! nl.s, tncl. u:e5 tu • 42500.00 moo.oc 4250(1,l)Q 42500.00 42500.00 

Lrss: v•r1•bl• costs, incl. s•l•s t•x. 0.00 o.oo o.~o 0.01) 0.00 

---------- ----------- ------------ ----------- ----------
~•r!iblt a•rqin 42500.00 42500.00 moo.oo 42500.00 42500.00 

As : of tohl ull!S 100.00 100.1)0 100.00 100.00 100.00 

~on-v•rt•blt casts, incl. d!Jlreclitton 39·m.s1i 39232.3/i 3923'2.36 3'1232.36 39232.3i 

·-------- --------- ---------- ------- ----------
Ooer•tton•l 1•rq1n . 3267.&4 3267.64 3267.b4 3267.114 3267.03 

As '! of tahl ul es 7.b9 7.69 7.69 7.b'I 7.b'I 

Cost of fi n•nce 0.00 0.00 o.oo 0.00 o.oo 
-------- ------ -------- --- --------

Sross profit . !267.6• 3267.64 m1.1i4 3267.b4 3267.63 

Allounces • . . . o.oo o.oo 1),00 0.00 1).00 

Tu•blt proh t . 3267.b4 3267. 64 326i.b4 3267.64 3267.&3 

Tu . 980.2'1 '80.29 980.29 980.29 980. 29 

------- --------- ----------- -------- --------
Net profit • 2287.35 2287.35 2287.35 2287.35 2287.34 

Di vi dtnds pii d • o.oo 0.00 0.00 0.00 0.00 

Undistrtbuttd profit • 2287.35 2287.35 2287.35 2287.35 2287.34 

Accu1ulited undutr:.b11ttd profit • Jq\2.90 6200.25 8487 .59 10774.94 13062.28 

Sross profit, l of totil Siles. 7.69 1.b'I 7 .69 7.6'1 7.b'I 

Ntt profit, t of tot1l silts • S.38 S.38 S.38 5.38 S.38 

ROE Net profit, t of equi t·1 .. 2.86 2.So 2.86 2.86 2.86 

ROI Ntt profit+interest, 1 of 1qu1ty • 1.44 l.44 !. 41\ l.44 !.44 

·---------------------------------------------------------------------------biqisse ne11Sprint ?lint --- l~8S-04·18 
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Yur 1987.1 1987.2 1968.! 1988.2 1118°. ! 

Toti! nnts mo.oo 10450.00 mso.oo 43480.00 m10.oo 
------------- -------------- ----------- ------------- --------------

Fixed nnts, net of depr.ci•tion 0.00 mo.oo 10450.00 13250.00 43480.00 
Construction in proqress 7650.00 2800.00 2800.00 30230.00 !1430. 00 
Current usets . .. 0.00 0.00 o.oo 0.00 0.00 
Cuh, b•nk . . . .. . . . . o.oo 0.00 0.00 0.00 0.00 
C•sh surplus, finillce •vailibl1 . 0.00 0.00 0.00 0.00 0.00 

Toh! lubllities . mo.oo 10450.00 mso.oo 43480.00 mto.oo 
------- ---------- ------------- ---------- ----------

Equity c1pi hi mo.oo 10450.00 13250.00 43480.00 mio.oo 
Res1rvn, ret•in1d profit . 0.00 0.00 0.00 0.00 o.oo 
Profit, l I ossl . . .. . . 0.00 0. 'lO 0.00 0.00 0.00 
Lonq and 1tdi u1 hr• debt . 0.00 0.00 0.00 0.00 o. 00 
Curr!flt ii 1bi li ti es • .. 0.00 0.00 0.00 0.00 0.00 
Billk ovtrdraft, finance rtquirtd. 0.00 0.00 0.00 0.00 0.00 
Tohl dtbt . 0.00 0.00 o.oo 0.00 0.00 

Equity, l of liabilities 100.00 100.00 100.00 100.00 100.00 
------------------------------------------------·------------------------

b1q11st newsprint plant --- 1985-04-lB 

-------------------------------------------------------- COl!FAR 1.1 - UNIDO IO/FEAS, l/i!nni ---

Projected balanc• sheets, construction in us s ·ooo 

Yur .•.• 

Total HHh 

Fixtd asstts, ntt of depr1ci1t1on 
Construction in proqr~ss 
Currant HHh • • • • • • • • • 

Cull, billt ...•....... 
Cash surolus, finance available . 

Total liabil1tits . 

Equ: ty cip1 bl .. 
Rt11rv11, retained profit . 
Prafit,tlonl ...... . 
Lonq ana 11d1 u1 trr1 ~ebt , 
Currett liabiliti11 .... 
hnk avtrdrilft, finance ·tqu:red. 
Toh! dtbt ......• 

!auitv, I of l11bilit1es 

1m.2 

79941.00 

m10.oo 
mi.oo 
teoo.oo 

o.oo 
o.oo 

79941. 00 

1m1.oo 
0.00 
o.oo 
o.oc 
o.oo 
o.oo 
o.oo 

100.00 

baqust newsarint ~!ant --- 1985-vHe 



Ynr 

Toti! .nuts 

Fixed issets, net af deprec1•t1on 
Canstruct1an in progress 
Clll'rent assets .• 
Cuh, bank 
Cash surplus, f1n1nce 1v1il1ble • 

Toh! li1bilitas • 

Equity c1p1t1l • 
Rtserves, rtta1ned profit • 
Prafl t, llossl • 
lon9 ind 1td1u1 ter1 debt • 
Current l11bil1ties • 
lint overdraft, fininc! rf11u1red. 
Total debt 

Equ1tv, t of liabilities 

1990 

78784.57 

7117'1,44 
0.00 

740B.7b 
m.38 

0.00 

78784.57 

7'1'141.00 
0.00 

-7589.66 
0.00 

&06.51 
sm.n 
m:t24 

101.47 

178 

77b97.05 

64217.88 
0.00 

13254.17 
225.00 

0.00 

77b97.0S 

79941.00 
-7589.06 
-3627.b6 

0.00 
1602.93 
mo.45 
8973.38 

102.89 

7327&.7b 

57256.32 
0.00 

15792.99 
227.46 

0.00 

7327b. 76 

7'1'141.00 
-11217.33 
-1183.66 

0.00 
1970.01 
3766.74 
m6.TS 

109.09 

7!303.110 

S0294.7b 
0.00 

IBlS:. '17 
237.50 

267B.3i 

7130::.00 

m41.oo 
-12400.'19 

1471.!4 
0.00 

2352.26 
0.00 

2352.2b 

112.02 

1994 

73097.63 

C333.20 
0.00 

19041.07 
237.50 

11085.811 

73b97.6l 

7'1941.00 
-10929.66 

2092.54 
o.oo 

2m.n 
0.00 

2593.711 

108.47 

b1q1sse newsprint plant --- 1'195-04-!8 

---~-----------~--------------------------~-------~--------~---------------- COPIFAR l.t - UNtDO IO/FEAS, Vienna ---

Pr o j e ct e d b a 1 ~ n c e sh e et , p,... o duct i on in us $ • 000 

Yur 

Total uuts 

Fixed 1ssrts, nrt of deprtci1t1on 
Construct1an in praqrrss 
Coirrent nstts 
Cnh, b1nk 
C1sh surplus, fin111ct 1v1il1ble • 

Toti! l Ubl l 1 tllS , 

E~u1 tv :1pi tll 
Rtstrves, retained profit • 
Profit, ll ossl • • 
Lanq and 1td1u1 ttr1 debt • 
Current l11b1lit1rs • 
8111r overdraft, finance rpqu1rrd. 
Tat1i debt • 

1995 

757110.18 

36371 64 
0.00 

19041.07 
237.50 

20139. 96 

1sm.1e 

711941.00 
-8837.!2 
2092.54 

0.00 
25CJ!.76 

o.oo 
2593.io 

105.48 

1996 

i7882. 71 

29410.09 
0.00 

19041.07 
23UO 

:mus 

77982. 71 

1m1.oo 
-6744.58 
2092.54 

0.00 
2m.11i 

0.00 

102.b4 

1997 

m75.24 

22448.53 
o.oo 

19041. 07 
m.so 

38248.14 

79975.24 

79941.00 
-4652.05 
2~2.54 

G.00 
2593.76 

o.oo 
2593. 7b 

99.96 

1998 

82067. 77 

15486.'17 
0.00 

19041. 07 
237. 51J 

47302.23 

82067. 77 

79941. 00 
-25S9.5! 
2092.54 

0.00 
m:.111 

o.oo 

97,41 

88952. 98 

8525.41 
61149.00 
19041. Oi 

237.50 
0.00 

98952.98 

7'ml.OO 
-•oo.98 
20'12. S4 

0.00 
2593.76 
4792.66 
7386. 42 

99.a7 

~1qas1t newsor1nt olant --- llJBS-04-!8 

t 
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'ffir :oi:o ZOO! 2002 2003 20<14 

I Total i5Ht5 86447.611 eem.oo 91022.35 93309.70 '5597.()4 
--------- ------------ --------- ----------- ---· ·-------

Find issets, net cf depreci•ticn 629111.15 56307.89 4'11124.b3 42941.38 36258.11 
Construction in ?ragress 0.00 (),00 (),00 0.00 0.00 
C1unnt unts ......... 1904!.il7 m41.01 19041. 07 !9041.07 19041.07 
Ci5h, bink . . ........ 237.50 237.50 237.50 237.SO m.so 
Cish surplus, finillce av•ilable • 4177. 94 13148.54 22119.15 31099.75 40060.35 

Total l1•bilit11s • 66447.66 eam.oo 91022.35 93309.70 95597.04 

---------- ------- ---------- ---------- ----------
Equity capt til .. 79941.00 79'141.00 1m1.oo 79941.00 79941.00 
Reserves, retained profit . 1625.56 3912.90 6200.25 8487.~9 tom.94 
flroh t, llossl ....... 2297.35 2287.35 2287.35 2297.35 2297.34 
Long illd 1tdi u1 ten debt • 0.00 0.00 0.00 0.00 0.00 
c~rr1nt liabilities ••• 2593.76 2593.76 2593.76 2593.76 2593. 76 
Bant ovtrdraft, finance required. 0.00 0.00 0.00 o.oo 0.00 
Tohl debt ....... 2593.76 2593.76 2593. 76 2593.76 2593. 76 

Equity, I of liibilities 92.47 90.09 97.83 85.67 83.02 
---------------------------------------------------------------

bigasse newsprint plint --- 19BS-04-1B 




