Costs of Proposed Project:


$’million

(1)
Typical multipliers

(2)(a)
(1) times

(2)

Initial Capital Costs:




 - Fitout and design
1.9
1.6
3.0

 - Recruitment
0.7
1.6
1.1

 - Relocation
0.4
1.6
0.6

 - Building construction
1.0
1.8
1.8

Total
4.0

6.5






On-going Annual Operational:




 - Lease and outgoings
0.8
1.6
1.3

 - Salaries
7.4
1.7(b)
12.5

 - IT/communications
0.8
1.9
1.5

 - Building services/utilities
0.3
1.6
0.5

 - Other
0.7
1.7
1.2

Total
10.0

17.0(c)






Number of direct employees (mainly clerical)
200



Revenue/output is not a relevant guide to the benefit of the economic activity.

(a)
I interpret the numbers in column 1 as the direct demand effects of the project. These are experienced by the producers of the products and services used in the initial setup phase, and by suppliers during the ongoing operational phase. These effects will be followed by a succession of indirect demand effects, which are first felt when the directly affected industries purchase more intermediate inputs from other industries. These purchases set in train further rounds of indirect effects, etc.


The multipliers listed in this column capture the first- and subsequent- round effects of the expenditures shown in column (1). They are type-1 multipliers. Type-1 multipliers do not take into account induced consumption effects. Multipliers that account for induced consumption effects are called type-2 multipliers. Typically, type-2 multipliers are about 1.5 times type-1 multipliers.


The numbers in column 2 vary as you go down the column, reflecting differences in the input/output sales and cost structures of the directly affected industries.

(b)
Typical multiplier for consumption goods.

(c) Total new expenditure in the region associated with the project.

