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TABLE 2:  SIMULATION RESULTS OF THE EFFECT OF A 12.5 PERCENT  INCREASE IN NET AID FLOWS [1] [2]. 

Experiment 1 2 3 4 5

Productivity Bias [3] Neutral Export Domestic Domestic

Alphag [4] 0 0.5 0.5 0.5 0.5

EPSL [5] 0.99 0.99 0.99 0.99 0.99

O&M [6] 3.5% 3.5% 3.5% 3.5% 3.5%

Initial public capital 50% 50% 50% 50% 50%
as percent of 'optimal' public capital [7]

Subsistence food share in consumption [8] 0.00 0.00 0.00 0.00 0.90

Change in KG (at initial prices) t=2 2.4% 2.4% 2.4% 2.4% 2.4%
t=10 14.0% 14.3% 14.2% 14.3% 14.1%

PRICES AND QUANTITIES Time Period

Export Weighted RER  [9] to t=1 -2.8% -2.8% -2.8% -2.8% -2.4%
to  t=5 -2.1% -1.1% -2.1% 0.5% 1.7%
to t = 10 -2.2% -0.2% -1.3% 1.3% 3.0%

Total Exports to t=1 -6.9% -6.9% -6.9% -6.9% -6.4%
to  t=5 -7.3% 1.4% 0.7% 2.4% 8.5%
to t = 10 -7.7% 8.7% 7.7% 10.1% 18.5%

Manufacturing Exports to t=1 -6.6% -6.6% -6.6% -6.6% -6.5%
to  t=5 -7.3% 1.2% 1.9% 0.3% -1.5%
to t = 10 -8.0% 8.6% 9.1% 8.1% 5.3%

Cash crop Exports to t=1 -7.7% -7.7% -7.7% -7.7% -7.0%
to  t=5 -8.0% 1.1% -0.8% 3.7% 12.6%
to t = 10 -8.2% 8.7% 6.4% 11.9% 24.2%

Real GDP to t=1 0.08% 0.08% 0.08% 0.08% 0.10%
to  t=5 -0.08% 4.16% 4.01% 4.37% 4.71%
to t = 10 -0.26% 7.64% 7.37% 8.01% 8.57%

Private Investment to t=1 -3.7% -3.7% -3.7% -3.7% -3.4%
to  t=5 -4.1% 7.4% 5.1% 10.4% 14.7%
to t = 10 -4.3% 16.8% 14.2% 20.3% 26.2%

Domestic Budget Balance [2] to t=1 -0.47% -0.47% -0.47% -0.47% -0.44%
to  t=5 -0.48% 0.17% 0.04% 0.35% 0.76%
to t = 10 -0.48% 0.66% 0.52% 0.84% 1.41%

REAL DISPOSABLE INCOME
Rural to t=1 -1.6% -1.6% -1.6% -1.6% -2.0%

to  t=5 -1.8% 2.3% 0.8% 4.4% -6.2%
to t = 10 -2.1% 6.0% 4.2% 8.5% -5.6%

Urban - Unskilled to t=1 2.7% 2.7% 2.7% 2.7% 3.1%
to  t=5 2.5% 5.2% 1.8% 10.1% 20.1%
to t = 10 2.4% 6.9% 3.4% 11.9% 25.2%

Urban -Skilled to t=1 2.0% 2.0% 2.0% 2.0% 2.4%
to  t=5 2.0% 4.8% 2.2% 8.5% 17.3%
to t = 10 2.0% 6.9% 4.2% 10.7% 22.3%

Total to t=1 0.5% 0.5% 0.5% 0.5% 0.6%
0.4% 3.8% 1.5% 7.0% 7.5%

to t = 10 0.3% 6.5% 4.1% 9.9% 10.6%
FACTOR MARKETS 
Average Real Wage Skilled to t=1 2.7% 2.7% 2.7% 2.7% 3.2%
(wa/cpi) to  t=5 2.8% 5.6% 2.3% 10.1% 24.4%

to t = 10 3.2% 7.7% 4.4% 12.4% 31.9%

Unskilled to t=1 0.9% 0.9% 0.9% 0.9% 1.0%
to  t=5 0.7% 4.7% 2.0% 8.7% 13.2%
to t = 10 0.5% 8.3% 5.5% 12.3% 18.9%

NOTES
[1] All experiments consider a permanent increase in net aid inflows of 12.5%, equivalent to 1.97% of initial GDP. 
[2] Values reported as changes relative to baseline except for fiscal measures which are reported as percentage points of GDP.
[3] Denotes whether the productivity enhancement is neutral (Neutral) or biased towards domestic production (Domestic) or export production (Export). 
[4] Elasticity of public infrastructure in private production.
[5] Elasticity of substitution between skilled and unskilled labour.
[6] Operations and Maintenance costs (as percentage of additional capital stock)
[7] Size of initial infrastructure capital stock relative to optimal given initial private capital stocks and labour.
[8] Indicates the presence of a sector-specific subsistence level of consumption (as percentage of baseline consumption) .
[9] The real exchange rate is defined as (pe/pd) so that negative values indicate an appreciation.



TABLE 3:  LEARNING BY DOING AND GESTATION LAGS 

SIMULATION RESULTS OF THE EFFECT OF A 12.5 PERCENT  INCREASE IN NET AID FLOWS  [1] [2]

Experiment 1a 2a 2b 2d 3a 4a 5a 5c 5d

Productivity Bias [3] Neutral Neutral Neutral Export Domestic Domestic Domestic Domestic

Alphag [4] 0 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5

EPSL [5] 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99

O&M [6] 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%

Initial public capital 50% 50% 50% 50% 50% 50% 50% 50% 50%
as percent of 'optimal' public capital [7]

Subsistence food share in consumption [8] 0.00 0.00 0.00 0.00 0.00 0.00 0.90 0.90 0.90

Public capital gestation lag [10] 1 year 1 year 1 year 3 year 1 year 1 year 1 year 3 years 3 years

LBD Spillover [11] 0.20 0.20 0.45 0.20 0.20 0.20 0.20 0.00 0.20

Change in KG (at initial prices) t=2 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
t=10 14.0% 14.3% 14.3% 12.7% 14.2% 14.3% 14.1% 12.7% 12.7%

PRICES AND QUANTITIES Time Period

Export Weighted RER  [9] to t=1 -2.8% -2.8% -2.8% -2.8% -2.8% -2.8% -2.4% -2.4% -2.4%
to  t=5 -2.3% -1.2% -1.5% -1.7% -2.3% 0.3% 1.6% 1.0% 0.8%
to t = 10 -3.0% -0.6% -1.3% -1.2% -1.6% 0.8% 2.5% 2.6% 2.0%

Total Exports to t=1 -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.4% -6.4% -6.4%
to  t=5 -7.9% 0.9% 0.3% -3.2% 0.3% 1.9% 7.8% 3.5% 2.7%
to t = 10 -10.3% 7.7% 5.3% 4.3% 6.9% 8.7% 16.4% 15.6% 12.6%

Manufacturing Exports to t=1 -6.6% -6.6% -6.6% -6.6% -6.6% -6.6% -6.5% -6.5% -6.5%
to  t=5 -9.5% -0.5% -2.8% -4.9% 0.4% -1.6% -3.6% -4.8% -7.3%
to t = 10 -16.9% 5.1% -3.1% -1.0% 6.4% 3.5% -0.9% 3.2% -6.0%

Cash crop Exports to t=1 -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.0% -7.0% -7.0%
to  t=5 -7.2% 1.7% 2.5% -2.3% -0.3% 4.4% 13.2% 6.9% 7.7%
to t = 10 -5.2% 9.9% 12.6% 8.8% 7.3% 13.4% 25.9% 21.0% 23.5%

Real GDP to t=1 0.08% 0.08% 0.08% 0.08% 0.08% 0.08% 0.10% 0.10% 0.10%
to  t=5 -0.31% 3.99% 3.75% 2.03% 3.86% 4.17% 4.48% 2.76% 2.49%
to t = 10 -1.25% 7.26% 6.36% 5.82% 7.07% 7.52% 7.84% 7.48% 6.40%

Private Investment to t=1 -3.7% -3.7% -3.7% -3.7% -3.7% -3.7% -3.4% -3.4% -3.4%
to  t=5 -5.0% 6.8% 5.8% 1.4% 4.6% 9.7% 13.8% 8.7% 7.6%
to t = 10 -8.1% 15.4% 12.1% 11.2% 13.2% 18.6% 23.4% 22.9% 18.8%

TFP (Manufacturing) [12] to t=1 -0.2% -0.8% -0.8% -0.8% -0.8% -0.8% -0.8% 0.0% -0.8%
to  t=5 -1.6% -1.6% -3.2% -1.6% -1.6% -1.6% -1.6% 0.0% -2.4%
to t = 10 -6.3% -2.4% -7.2% -4.8% -1.6% -3.2% -4.0% 0.0% -5.6%

Domestic Budget Balance [2] to t=1 -0.47% -0.47% -0.47% -0.47% -0.47% -0.47% -0.44% -0.44% -0.44%
to  t=5 -0.53% 0.14% 0.10% -0.16% 0.02% 0.31% 0.71% 0.39% 0.33%
to t = 10 -0.68% 0.60% 0.46% 0.40% 0.48% 0.77% 1.27% 1.23% 1.02%

REAL DISPOSABLE INCOME
Rural to t=1 -1.6% -1.6% -1.6% -1.6% -1.6% -1.6% -2.0% -2.0% -2.0%

to  t=5 -2.1% 2.1% 1.7% 0.1% 0.6% 4.1% -6.3% -6.2% -6.3%
to t = 10 -3.5% 5.5% 4.4% 3.8% 3.9% 7.9% -5.9% -5.9% -6.3%

Urban - Unskilled to t=1 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 3.1% 3.1% 3.1%
to  t=5 2.3% 5.0% 4.7% 3.8% 1.6% 9.9% 19.7% 17.1% 16.6%
to t = 10 1.5% 6.5% 5.6% 5.7% 3.1% 11.4% 23.9% 23.9% 21.8%

Urban -Skilled to t=1 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.4% 2.4% 2.4%
to  t=5 2.0% 4.8% 4.8% 3.6% 2.2% 8.5% 17.1% 14.4% 14.3%
to t = 10 2.1% 6.9% 6.9% 6.3% 4.2% 10.7% 21.8% 21.0% 20.2%

Total to t=1 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.6% 0.6% 0.6%
0.3% 3.6% 3.5% 2.1% 1.4% 6.9% 7.3% 5.9% 5.7%

to t = 10 -0.4% 6.2% 5.6% 5.1% 3.9% 9.6% 10.1% 9.7% 8.9%
FACTOR MARKETS 
Average Real Wage Skilled to t=1 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 3.2% 3.2% 3.2%
(wa/cpi) to  t=5 3.2% 5.7% 5.9% 4.5% 2.4% 10.2% 24.5% 20.4% 20.5%

to t = 10 4.4% 8.0% 8.8% 7.8% 4.6% 12.8% 31.7% 30.0% 29.8%

Unskilled to t=1 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 1.0% 1.0% 1.0%
to  t=5 0.5% 4.5% 4.3% 2.7% 1.8% 8.5% 12.9% 10.4% 10.0%
to t = 10 -0.6% 7.5% 6.7% 6.3% 4.6% 11.6% 17.9% 17.3% 15.8%

NOTES
[1] - [9] See Table 2.
[10]  Gestation lag for public infrastructure investment
[11] Learning-by-doing parameter ���(see Equation (27). 
[12] Percentage change in Ast (see equation (27)).



Appendix Table 1
Sensitivity Analysis 

Experiment 2 2e 2f 3 3g 4 4h 4i 4j 4k 4l 4m

Productivity Bias [3] Neutral Neutral Neutral Export Export Domestic Neutral Domestic Domestic Domestic Domestic Domestic

Alphag [4] 0.5 0.5 0.5 0.5 0.5 0.5 0.25 0.5 0.5 0.5 0.5 0.5

EPSL [5] 0.99 0.5 2.00 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99

O&M [6] 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 0.0% 7.5% 3.5% 3.5% 3.5%

LPUB [13] 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 5.0% 0.0% 5.0%

O&M closure [14] Aid Aid Aid Aid Aid Aid Aid Aid Aid Aid Deficit Deficit

Initial public capital 50% 50% 50% 50% 50% 50% 75% 50% 50% 50% 50% 50%
as percent of 'optimal' public capital [7]

Subsistence food share in consumption [8] 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Public capital gestation lag [10] 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year

LBD Spillover [11] 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Change in grant aid 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5%

Change in KG (at initial prices) t=2 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 1.6% 2.4% 2.4% 2.4% 2.4% 2.4%
t=10 14.3% 14.3% 14.3% 14.2% 14.3% 14.3% 10.6% 16.0% 12.6% 9.9% 16.0% 15.8%

PRICES AND QUANTITIES Time Period

Export Weighted RER  [8] to t=1 -2.8% -2.9% -2.8% -2.8% -2.2% -2.8% -2.8% -2.8% -2.8% -2.8% -2.8% -2.8%
to  t=5 -1.1% -1.1% -1.0% -2.1% -1.8% 0.5% -0.1% 0.5% 0.4% 0.1% 0.6% 0.9%
to t = 10 -0.2% -0.2% -0.2% -1.3% -1.0% 1.3% 0.2% 1.5% 1.1% 0.2% 1.7% 2.1%

Total Exports to t=1 -6.9% -6.9% -6.9% -6.9% -4.6% -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.9%
to  t=5 1.4% 1.4% 1.4% 0.7% 3.0% 2.4% -2.7% 2.7% 2.0% -0.3% 2.4% -0.3%
to t = 10 8.7% 8.7% 8.7% 7.7% 10.0% 10.1% 1.2% 12.0% 8.1% 2.5% 11.0% 3.6%

Manufacturing Exports to t=1 -6.6% -7.1% -6.3% -6.6% -4.6% -6.6% -6.6% -6.6% -6.6% -6.6% -6.6% -6.6%
to  t=5 1.2% 1.0% 1.4% 1.9% 4.1% 0.3% -4.7% 0.8% -0.3% -4.2% 0.3% -4.7%
to t = 10 8.6% 8.7% 8.6% 9.1% 11.5% 8.1% -0.2% 10.3% 5.9% -2.1% 8.7% -3.9%

Cash crop Exports to t=1 -7.7% -7.3% -8.1% -7.7% -4.9% -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.7%
to  t=5 1.1% 1.3% 1.0% -0.8% 1.7% 3.7% -1.7% 4.0% 3.4% 2.5% 3.8% 2.8%
to t = 10 8.7% 8.6% 8.8% 6.4% 8.8% 11.9% 1.9% 13.7% 10.0% 6.2% 13.0% 9.2%

Real GDP to t=1 0.08% 0.08% 0.08% 0.08% 0.00% 0.08% 0.08% 0.08% 0.08% 0.08% 0.08% 0.08%
to  t=5 4.16% 4.15% 4.17% 4.01% 4.02% 4.37% 1.88% 4.53% 4.18% 3.07% 4.48% 3.35%
to t = 10 7.64% 7.63% 7.65% 7.37% 7.47% 8.01% 3.42% 8.94% 7.06% 4.34% 8.62% 5.61%

Private Investment to t=1 -3.7% -4.0% -3.6% -3.7% -1.9% -3.7% -3.7% -3.7% -3.7% -3.7% -3.7% -3.7%
to  t=5 7.4% 7.3% 7.5% 5.1% 6.7% 10.4% 3.7% 11.6% 9.2% 5.0% 8.2% -5.9%
to t = 10 16.8% 16.8% 16.8% 14.2% 15.9% 20.3% 8.1% 23.3% 17.5% 9.8% 16.3% -13.6%

Domestic Budget Balance [2] to t=1 -0.47% -0.50% -0.45% -0.47% -0.28% -0.47% -0.47% -0.47% -0.47% -0.47% -0.47% -0.47%
to  t=5 0.17% 0.16% 0.18% 0.04% 0.20% 0.35% -0.03% 0.43% 0.26% -0.07% 0.16% -0.96%
to t = 10 0.66% 0.66% 0.65% 0.52% 0.67% 0.84% 0.21% 1.00% 0.69% 0.19% 0.51% -1.76%

REAL DISPOSABLE INCOME
Rural to t=1 -1.6% -1.6% -1.5% -1.6% -1.1% -1.6% -1.6% -1.6% -1.6% -1.6% -1.6% -1.6%

to  t=5 2.3% 2.3% 2.3% 0.8% 1.3% 4.4% 1.9% 4.6% 4.2% 3.3% 4.4% 3.2%
to t = 10 6.0% 6.0% 6.0% 4.2% 4.8% 8.5% 3.6% 9.5% 7.5% 5.0% 8.8% 5.1%

Urban - Unskilled to t=1 2.7% 2.2% 3.0% 2.7% 1.5% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7%
to  t=5 5.2% 5.0% 5.3% 1.8% 0.8% 10.1% 8.5% 10.2% 10.0% 9.5% 10.3% 10.2%
to t = 10 6.9% 7.0% 6.8% 3.4% 2.5% 11.9% 9.2% 12.5% 11.3% 9.9% 12.6% 12.4%

Urban -Skilled to t=1 2.0% 2.3% 1.7% 2.0% 1.5% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
to  t=5 4.8% 4.9% 4.7% 2.2% 1.8% 8.5% 6.9% 8.6% 8.5% 9.4% 8.7% 10.1%
to t = 10 6.9% 6.8% 6.9% 4.2% 3.9% 10.7% 7.8% 11.2% 10.2% 10.6% 11.4% 14.1%

Total to t=1 0.5% 0.5% 0.5% 0.5% 0.4% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%
3.8% 3.8% 3.8% 1.5% 1.4% 7.0% 5.0% 7.1% 6.9% 6.7% 7.1% 7.1%

to t = 10 6.5% 6.5% 6.5% 4.1% 4.1% 9.9% 6.2% 10.7% 9.2% 8.0% 10.5% 9.9%
FACTOR MARKETS 
Average Real Wage Skilled to t=1 2.7% 3.4% 2.0% 2.7% 2.2% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7%
(wa/cpi) to  t=5 5.6% 5.8% 5.4% 2.3% 2.2% 10.1% 8.5% 9.9% 10.3% 14.1% 10.3% 15.2%

to t = 10 7.7% 7.4% 7.7% 4.4% 4.2% 12.4% 9.6% 12.2% 12.1% 16.5% 13.0% 23.1%

Unskilled to t=1 0.9% 0.5% 1.1% 0.9% 0.4% 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 0.9%
to  t=5 4.7% 4.6% 4.8% 2.0% 1.7% 8.7% 6.2% 8.8% 8.5% 7.7% 8.8% 8.1%
to t = 10 8.3% 8.3% 8.3% 5.5% 4.9% 12.3% 7.6% 13.7% 10.9% 8.9% 12.7% 11.0%

NOTES
[1] - [12] See Tables 2 and 3 
[13] Additional 'scaling up' public sector employment of skilled labour (as percent of initial demand for skilled labour).
[14] Fiscal closure rule for O&M expenditure (Aid = O&M expenditure met from aid inflows; Domestic = from domestic sources)



Appendix Table 2
Varying the Macroeconomic Closure 

Experiment 1 1n 2 2n 3 3n 4 4n 4o 5 5n

Macroeconomic closure [15] nc Kaldor nc Kaldor nc Kaldor nc Kaldor Kaldor nc Kaldor 

Productivity Bias [3] Neutral Neutral Export Export Domestic Domestic Domestic Domestic Domestic

Alphag [4] 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5

EPSL [5] 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99

O&M [6] 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%

LPUB [13] 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 5.0% 0.0% 0.0%

O&M closure [14] Aid Aid Aid Aid Aid Aid Aid Aid Deficit Aid Aid

Initial public capital 50% 50% 50% 50% 50% 50% 50% 50% 50% 50% 50%
as percent of 'optimal' public capital [7]

Subsistence food share in consumption [8] 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.90 0.90

Public capital gestation lag [10] 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year 1 year

LBD Spillover [11] 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Change in grant aid 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5%

Change in KG (at initial prices) t=2 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%
t=10 14.0% 14.1% 14.3% 14.3% 14.2% 14.2% 14.3% 14.3% 15.8% 14.1% 14.1%

PRICES AND QUANTITIES Time Period

Export Weighted RER  [8] to t=1 -2.8% -2.7% -2.8% -2.7% -2.8% -2.7% -2.8% -2.7% -2.7% -2.4% -2.4%
to  t=5 -2.1% -2.2% -1.1% -0.7% -2.1% -1.8% 0.5% 0.9% 0.5% 1.7% 2.5%
to t = 10 -2.2% -2.2% -0.2% 0.3% -1.3% -0.8% 1.3% 1.9% 1.2% 3.0% 3.9%

Total Exports to t=1 -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.9% -6.4% -6.4%
to  t=5 -7.3% -7.1% 1.4% 1.1% 0.7% 0.5% 2.4% 1.9% 0.1% 8.5% 8.0%
to t = 10 -7.7% -7.4% 8.7% 7.2% 7.7% 6.5% 10.1% 8.3% 5.5% 18.5% 15.9%

Manufacturing Exports to t=1 -6.6% -6.7% -6.6% -6.7% -6.6% -6.7% -6.6% -6.7% -6.7% -6.5% -6.5%
to  t=5 -7.3% -7.1% 1.2% 1.1% 1.9% 1.9% 0.3% 0.1% -4.4% -1.5% -2.1%
to t = 10 -8.0% -7.6% 8.6% 7.2% 9.1% 7.9% 8.1% 6.2% -2.1% 5.3% 2.4%

Cash crop Exports to t=1 -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.7% -7.0% -7.0%
to  t=5 -8.0% -7.7% 1.1% 0.7% -0.8% -1.1% 3.7% 3.2% 3.3% 12.6% 12.1%
to t = 10 -8.2% -7.8% 8.7% 7.1% 6.4% 5.1% 11.9% 10.0% 11.3% 24.2% 21.6%

Real GDP to t=1 0.08% 0.09% 0.08% 0.09% 0.08% 0.09% 0.08% 0.09% 0.09% 0.10% 0.10%
to  t=5 -0.08% 0.00% 4.16% 4.08% 4.01% 3.97% 4.37% 4.23% 3.49% 4.71% 4.48%
to t = 10 -0.26% -0.11% 7.64% 7.11% 7.37% 6.93% 8.01% 7.35% 8.30% 8.57% 7.55%

Private Investment to t=1 -3.7% -2.0% -3.7% -2.0% -3.7% -2.0% -3.7% -2.0% -2.0% -3.4% -1.9%
to  t=5 -4.1% -2.2% 7.4% 1.3% 5.1% 0.2% 10.4% 2.7% 1.3% 14.7% 2.5%
to t = 10 -4.3% -2.5% 16.8% 4.1% 14.2% 5.9% 20.3% 5.7% 3.1% 26.2% 5.2%

FISCAL ACCOUNTS [2]

Domestic Budget Balance to t=1 -0.47% -0.48% -0.47% -0.48% -0.47% -0.48% -0.47% -0.48% -0.48% -0.44% -0.45%
to  t=5 -0.48% -0.48% 0.17% 0.18% 0.04% 0.06% 0.35% 0.38% -0.98% 0.76% 0.80%
to t = 10 -0.48% -0.47% 0.66% 0.64% 0.52% 0.51% 0.84% 0.82% -1.75% 1.41% 1.39%

REAL DISPOSABLE INCOME
Rural to t=1 -1.6% -1.7% -1.6% -1.7% -1.6% -1.7% -1.6% -1.7% -1.7% -2.0% -2.0%

to  t=5 -1.8% -1.8% 2.3% 2.7% 0.8% 1.1% 4.4% 4.8% 2.9% -6.2% -6.3%
to t = 10 -2.1% -2.0% 6.0% 6.1% 4.2% 4.4% 8.5% 8.4% 5.1% -5.6% -6.2%

Urban - Unskilled to t=1 2.7% 2.8% 2.7% 2.8% 2.7% 2.8% 2.7% 2.8% 2.8% 3.1% 3.1%
to  t=5 2.5% 2.7% 5.2% 4.7% 1.8% 1.4% 10.1% 9.5% 10.8% 20.1% 19.8%
to t = 10 2.4% 2.5% 6.9% 5.9% 3.4% 2.6% 11.9% 10.8% 13.7% 25.2% 24.2%

Urban -Skilled to t=1 2.0% 2.1% 2.0% 2.1% 2.0% 2.1% 2.0% 2.1% 2.1% 2.4% 2.4%
to  t=5 2.0% 2.1% 4.8% 4.3% 2.2% 1.8% 8.5% 8.0% 10.6% 17.3% 16.8%
to t = 10 2.0% 2.1% 6.9% 6.0% 4.2% 3.4% 10.7% 9.7% 15.3% 22.3% 21.0%

Total to t=1 0.5% 0.6% 0.5% 0.6% 0.5% 0.6% 0.5% 0.6% 0.6% 0.6% 0.6%
0.4% 0.5% 3.8% 3.7% 1.5% 1.4% 7.0% 6.8% 7.3% 7.5% 7.2%

to t = 10 0.3% 0.4% 6.5% 6.0% 4.1% 3.7% 9.9% 9.3% 10.6% 10.6% 9.7%
FACTOR MARKETS 
Average Real Wage Skilled to t=1 2.7% 2.8% 2.7% 2.8% 2.7% 2.8% 2.7% 2.8% 2.8% 3.2% 3.2%
(wa/cpi) to  t=5 2.8% 3.1% 5.6% 5.1% 2.3% 1.8% 10.1% 9.5% 16.0% 24.4% 24.3%

to t = 10 3.2% 3.2% 7.7% 6.6% 4.4% 3.5% 12.4% 11.2% 24.7% 31.9% 30.5%

Unskilled to t=1 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 1.0% 1.0%
to  t=5 0.7% 0.8% 4.7% 4.5% 2.0% 1.8% 8.7% 8.3% 8.4% 13.2% 12.9%
to t = 10 0.5% 0.6% 8.3% 6.8% 5.5% 4.0% 12.3% 10.8% 11.6% 18.9% 17.4%

NOTES
[1] - [14] See Tables 2, 3 and Appendix Table 1
[15] Macroeconomic closure: (nc = 'neo-classical' savings driven closure; Kaldor= 'Kaldorian' investment driven closure).



Figure 1
Export Weighted Real Exchange Rate Response to 

Aid-Financed Public Investment 
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Figure 2
Total Export Response to Aid-Financed Public Investment 
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Figure 3
Real Household Disposable Incomes in Response to Aid-Financed Public 

Investment 
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Figure 4
Rural Share in Total Income in Response to Aid-Financed Public Investment 

37.0%

38.0%

39.0%

40.0%

41.0%

42.0%

43.0%

44.0%

45.0%

0 1 2 3 4 5 6 7 8 9 10

Simulation Period

R
ur

al
 In

co
m

es
 a

s 
%

 o
f t

ot
al

Base Case Neutral Export-Bias Domestic-Bias Domestic-Bias: LES

 


