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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC)
 

FROMs LAC/DR, Marshall D. Brown
 

Problems Authorization of a $1,676 million grant ($423,000 in
 
FY 1978) to finance the Employment/Investment Promotio, Project
 
in the Caribbean Regional Program.
 

Discussion: The purpose of the Project is to strengthen the
 
Caribbean Development Bank's (CDB) institutional capacity to
 
identify, examine and promote applied technology to inczease the
 
utilization of the physical, natural and human resources of the
 
Caribbean region. This is to be achieved by undertaking two basic
 
activities: (1)the Technology Information Component involving
 
the development of a Technology Information Unit (TIU) and Tech
nology Research Fund (TRF) within the CDB and (2) the Small
 
Business Support Component involving Lending Institution Improve
ment, Investment Promotion, and Small Industry Surveys,
 

The TIU, created in the first component, will identify, investi
gate, and adapt already available technological research to
 
regional problems; disseminate the results to potential users
 
(e.g., local entrepreneurs); and assist CDB management to establish
 
and administer the Technology Research Fund. This fund will
 
finance research and pilot studies that define, adapt, and
 
demonstrate the feasibility of specific technologies appropriate
 
to the needs of the region and that emphasize labor intensive
 
industrial processes and other projects of benefit to lower income
 
groups. Technical assistance, provided under the second component,
 
will (1)assist the CDB, the national Development Finance Corpora
tions, and other institutions to develop a more effective on
lending program for labor intensive industries as well as for
 
existing industrial and agricultural programs; (2)develop a
 
mechanism to attract selected industrial firms to invest or other
wise participate in the industrial expansion nf the region; and
 
(3) design a program of technical assistance for the small 
businesses of the region that is effective and able to recover a
 
significant portion of its costs.
 

The total Project cost is $2,035,000 over a period of three years.
 
A.I.D. will contribute $1,676,000 while the CDB will provide
 
$359,000. A.I.D. financing will support the establishment of the
 
TRF, as well as fund some operational costs, equipment, technical
 
assistance, and studies and surveys of the small business sector.
 
The CDB contribution will finance the cost of additional staff,
 
training, and limited operational costs and technical assistance,
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The Project is included in the FY 1978 Congressional Presentation,
 
It was formerly entitled Appropriate Technology Developmentl
 
however, the purpose and scope remain the same. Therefore, no
 
further notification is required. An Initial Environmental
 
Examination was prepared and a Negative Threshold Decision was
 
approved on August 24, 1978. The Working Group on Human Rights
 
and Foreign Assistance approved this Project on June 16, 1978.
 
The LAC Bureau's Development Assistance Executive Comrittee
 
(DAEC) reviewed the Project and recommended it for approval on
 
September 8, 1978 subject to several changes. These changes have
 
been incorporated in the Project Paper (PP).
 

The authorization permits the financing of a limited amount of
 
procurement from the United Kingdom and Canada, The CDB is seeking
 
untying of procurement among its donors in order to permit
 
standardized procurement regulations, thereby simplfying the
 
administration of CDB resuurces and minimizing conflicting varia
tions for sub-borrowers scattered in islands &nd territories
 
throughout the Caribbean. The Bank's role is to mobilize resources
 
from a variety of sources and then administer these resources to 
many small clients scattered over 2,300 miles of ocean, The Bank 
relends global credits (industrial and agricultural) to some 10 
or 11 financial intermediaries in as many states for relending to 
small borrowers. The conditions governing these resources must be 
understood and enforced by the financial intermediary and finally 
by the end-user. To the extent that these conditions differ they 
become a source of delay both in initial application and during
 
implementation when changes in the local situation make it im
possible to fulfill them as originally contemplated. The Bank
 
estimates that it is managing some 17 funds with differing condi
tions and it is becoming an administrative impossibility to properly
 
run its program. The Bank has repeatedly pointed out the problem
 
of differing conditions on its resources to A.I.D. and other donors
 
and asked that procedures and requirements be simplified and made
 
consistent. You should be aware that other donors such as the IDB
 
are going out of their way to design their projects to utilize CDB
 
procedures to the maximum extent possible.
 

As a policy, the LAC Bureau has been untying loans and grants to
 
the CDB as each project was authorized, based on reciprocal action
 
by the United Kingdom and Canada. We propose to continue that
 
policy with this grant and therefore are proposing that you
 
authorize procurement of up to $500,000 from the U.K. and Canada
 
(the maximum amount that a regional assistant administrator can
 
authorize) to be used upon agreement by the U.K. and Canada to
 
untie a similar amount of their future contributions to the CDB for
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United States pr)curement. We will be submitting for the
 
Administrator's approval a blanket waiver on all future A.I.D.
 
financing to the CDB based on an agreement to be sought with the
 
U.K, and Canada to untie their contributions to that institution,
 
This will eliminate the necessity of submitting waivers at the
 
time of each project approval,
 

This action is consistent with a DAC agreement reached at the
 
High Level Meeting of October 18 and 19, 1973, wherein the United
 
States and other donors agreed to untie their contributions to
 
multilateral institutions "for procurement in those countries that
 
are members or associate members of those institutions or are
 
recognized by the institutions concerned as significant contri
butors."
 

Through Delegation of Authority No. 40, you have been delegated
 
the authority to permit procurement of goods and services for up
 
to $500,000 in any country included in A.ID. Geographic Code 899
 
(Free World). Both the U.K, and Canada are within that Code. In
 
order to assure that both these countries untie a like amount of
 
funding in future grants and/or loans made during the life of the
 
Project, the Mission in Barbados will request that the CDB obtain
 
written assurances to that effect from both the U.K. and Canada.
 
In the event that the U.K. and Canada do not agree to untie their
 
procurement allowing the U.S. to compete on a non-discriminatory
 
basis, no funds provided by this grant shall be available for the
 
purchase of goods or services in the country of such donor.
 

Reconunendation: That you sign the attached Project Authorization
 
for the Employment/Investment Promotion Project thereby authorizing
 
a grant in the amount of $1,676,000 and a source, origin and
 
nationality waiver allowing for the procurement of goods and services
 

from the U.K. (Code 157) and Canada (Code 703). The interests of
 

the United States are best served by permitting the procurement of
 

goods and services from Free World countries other than the cooperating
 
country and countries in Code 941.
 



DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON. D.C. 20523 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

Name of Entity : Caribbean Development Bank 

Name of Project: Employment/Investment Promotion 

Project Number : 538-0013 

Pursuant to Part I, Chapter 1, Section 106 of the Foreign
 
Assistance Act of 1961, as amended, I hereby authorize a
 
Grant to the Caribbean Development Bank ("CDB") of not to
 
exceed Four H.a'dred Twenty-Three Thousand United States
 
Dollars ($423,000) (the "Authorized Amount") to help in
 
financing certain foreign exchange and local currency costs
 
of goods and services required for the project as described
 
in the following paragraph.
 

The project consists of technology information, research and
 
technical assistance activities designed to increase invest
ment, employment and output of the industrial, organized
 
cottage and similar small enterprise sectors of the economies
 
of the CDB Member Countries of the English-speaking Caribbean
 
(the "Project"), The entire amount of A.I.D. financing
 
herein authorized for the Project will be obligated when the
 
Project Agreement is executed.
 

I approve the total level of A.I.D. appropriated funding
 
planned for the Project of not to exceed One Million Six
 
Hundred and Seventy-Six Thousand United States Dollars
 
($1,676,000) of Grant funding including the authorized
 
amount during the period FY 1978 through 1981. I approve
 
further increments during that period of Grant funding up
 
to $1,253,000, subject to the availability of funds in
 
accordance with A.I.D. allotment procedures.
 

I hereby authorize the initiation of negotiation and execu
tion of a Project Grant Agreement by the officer to whom such
 
authority has been delegated in accordance with A.I.D.
 
regulations and Delegations of Authority, subject to the
 
following essential terms and covenants and major conditions,
 
together with such other terms and conditions as A.I.D. may
 
deem appropriate:
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A. Source and Origin of Goods and Services
 

Except for ocean shipping and except as A.I.D. may otherwise 	agree in writing, goods and services financed by
A.I.D. shall have their source and origin in the United States
and 	Member Countries of the CDB other than the 	United Kingdomand Canada; except that the United Kingdom and Canada shall
be considered eligible for purposes of source, origin, and
nationality for goods and services up to a total amount of
$500,000 if the Grantee obtains from the respective countries
 a written commitment, satisfactory to A.I.D., 
to the effect
that during the life of the Project such countries, together,
will 	make available grant or loan funds 
(for 	this or other
CDB 	projects) in a similar amount wJich will be available
for 	expenditure in the United States 
(in 	addition to such
other nations as 
may 	be specified) on a nondiscriminatory

basis. Ocean shipping financed under the Grant shall be
procured from the United States except as A.I.D. may other
wise 	agree in-writing.
 

B. 	Conditions Precedent to Initial Disbursement
 

Prior to any disbursement or to the issuance of any comnmit
ment documents under the Project Agreement, CDB shall
furnish to A.I.D., 
in form and substance satisfactory to
 
A.I.D.:
 

(i) 	a certified statement of the name of the person(s)

authorized under the Project Agreementto act as

CDB's representative under the Agreement with

authenticated specimen signatures of said
 
representatives.
 

C. 	Conditions PreccdenL to Disbursement for Other than
 
Technical Assist.ance
 

Prior to disbursement under the Grant, or to issuance

by A.I.D. of documentation pursuant to which disbursement 	will be made, for other than technical assistance
 
the 	Grantee will, excepL as A.I.D. may otherwise agree

in writing, furnish to A.I.D.: 

(i) 	 evidence that the Grantee has 	 in operation an
adequately staffed Technology Information Unit
(TIU) and has a detailed plan governing the opera
tion of the TIU including appropriate permanent

staffing arrangements, criteria for governing the
operation of the Technology Research Fund (TRF)

and disbursement procedures; and
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(ii) 	 a proposed program of activities to be funded
 
during the first and subsequent years of the
 
TRF. This program will indicate the beneficiaries,
 
amount and schedule for each activity.
 

D. Covenants
 

CDB shall covenant to:
 

(i) 	 utilize funds made available under the TRF for
 
financing of technical assistance and/or develop
ment research activities which will increase the
 
utilization of the unemployed resources of the
 
region;
 

(ii) 	 submit for A.I.D. approval any grant-financed
 
contrac. which exceeds $50,000; and
 

(iii) use every effort to secure funds from regular
 
budgetary sources to support continuation of
 
core staff and activities of the TIU following
 
termination of the funding made available under
 
the Grant.
 

Assistah-FFiaministrator 
Bureau for Latin Ambrica
 

and the Caribbean
 

Clearance: 
GC/LAC,JKEssler ._.....Date 
LAC/CAR:AFunicellp .i Date 
LAC/DR,RGomez (;' - DateLAC/DR, JSanbra1l6-"-o - Date-/ 4"-7 

LAC/DR,MBrown j Date_ _ 

GC/LAC:RCot-'en:jvc:vc:9/22/78 Ext. 29172
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PART I. SUMARY AND RECOMMENDATIONS 

A. •Recommendations 

The AID Regional Development Office, Caribbean (R90/C) 
recommends that a grant be authorized to the Caribbean Development 
Bank (CDB) in the amount of $1,676,000 for assistance to develop 
progzams to increase employment and output in the English-speaking 
Caribbean. 1/ The grant will be funded over a period of three years 
as follows: FY 78 - $423,000; FY 79 $lf0 535000; and FY 80 -
$200000. The grant will be funded under Section 106, Special 
Development Problems. 

B. Grantee 

The grantee and executing agency will be the Caribbean 
Development Bank CCDB). The CDB is a regional development finance 
institution, established in 1970. and composed of 16 member countries 
in and around the Caribbean Region. Its purpose is to promote 
the development and integration of its borrowing member govern
ments with special emphasis on its less developed members. 

C. Project Summary 

The purpose of the project is to strengthen the Carib
bean Development Bank's institutional capacity to identify, examine 
and promote a greater utilization of the physical, natural and 
human resources of the Caribbean Region by: 

(a) development of a mechanism to disseminate and promote 
applied technology; 

(b) expansion of programs of experimental research and 
demonstration in adaptive technology; and 

(c) development of programs for the public and private 
sector that give support to the implementation of 
appropriate industrialization. 

1/ For purposes of this paper the Region consists of the following: 

Lesser Developed Countries (LDC's) - Antigua, Belize, Dominica, 
Grenada, Montserrat, St. Kitts-Nevis-Anguilla, St. Lucia, 
St. Vincent, British Virgin Islands, Cayman Islands and the Turks 
and Caicos Islands. 

More Developed Countries (MDC's) - Bahamas, Barbados, Jamaica, 
Trinidad and Tobago and Guyana. 
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To achieve this purpose the project is composed of two components

(1) the Technology .nformation Component and (2) Small Business
 
Support. These components are inter-related activities which will
 
provide informational resources, funds and the improved systems

development required for the support of a regional employment
 
generation.
 

1. Technology Information Component: This component will establish
 
a Technology Information Unit (TIU) in the CDB. The purpose of the
 
TIU is to identify, investigate and adapt research to specific

regional problems, to disseminate the results to potential users
 
and to assist CDB management in the establishment and administration
 
of a Technology Research Fund (TRF).
 

The TIU will be the focal point within the CDB for locating,

gathering storing, and disseminating technological information.
 
Technological information in this context will cover materials, pro
cessing and equipment for manufacturing (at all appropriate scales
 
from cottage industries to industrial plants), agriculture, agro
industry, aquaculture, construction, energy and usage of natural
 
resources. A library will be maintained by the TIU for basic
 
technological information and technological information sources.
 
By the Project Activity Completion Date (PACD) the TIU will be
 
disseminating technological information by Newsletter and direct
 
contact throughout the Region and have provided a review of appro
priate technologies of an estimated 300 CDB and institutional
 
projects. To the extent resources are available, the TIU will also
 
disseminate information to non-Caribbean development and information
 
organizations, especially where the assistance is reciprocated.

CDB is expected to continue the TIU after the project is terminated.
 

The TRF's purpose is to be supportive tr CDB's normal project

development work in resources development and to establish a fund
 
to finance applied research. Certain projects have been identified
 
where relatively small expenditures for research, development or
 
demonstration seem likely to provide substantial benefits to the
 
region in terms of better utilization of available resources and
 
usage of applied technology. To take advantage of these opportunities,

the TPE will finance research and pilot projects to define,
 
demonstrate and adapt specific technologies appropriate to the
 
needs of the Region. Emphasis will be piaced on labor intensive
 
industrial processes and other projects of identified benefit to
 
lower income groups. With the assistarce of the TIU and the TRF,
 
some 13 technological research and pilot projects will be developed.
 



The Small Business Support component
2. Small Business Support: 


will provide technical assistance (T.A.) to development programs
 

in three specific areas considered as essential to timely lending
 

program development. By providing technical assistance to the
 

LDC's for (a) lending institution improvement, (b) promotion of
 

export industry and (c)identification of small business technical
 
a more effective manner
assistance needs, the Bank can proceed in 


to formulate and implement existing and future small industry
 
loan and assistance projects. The purpose of the Small Business
 
Support technlical assistance will be to: (a)provide technical
 
assistance to CDB, DFC's and other institutions to develop a
 
more effective on-lending program for labor intensive industries
 
as well as for existing industrial and agricultural programs;
 

mechanism to attract selected industrial firms to
(b)develop a 

invest or otherwise participate in the industrial expansion o! the Region;
 

and (c)design a program of technical assistance service for
 

the small businesses of the Region that is effective and to the
 
The T.A. will assist
extent feasible, able to recover its costs. 


the CDB to explore institutional alternatives for the on-lending
 
mechanisms and will enable the participating Governments to
 
understand the policies and organizational constraints to genera
tion of growth in investment and employment opportunities. The
 

T.A. will provide some 58 person months of specialized surveys,
 
program development and improvement to the on-lending services of
 

the CDB and other institutions.
 

C. Summary Financial Plan
 

The total cost of the Project is $2,035,000. The esti

mated breakdown of level of effort, costs and financing of the
 

Project is shown in the following table. AID is providing $1,676,000.
 

The CDB is providing $359,000. The project activities will be
 

implemented over three years from the date of satisfying initial
 

The PACD will be three years from the date
conditions precedent. 

of signature of the Project Agreement.
 

(U.S. $000's)
 

Level of Effort AID CDB TOTAL
 

1,000 - 1,000
Technology Research Fund 


Staff Support 216 pm - 286 286
 

252
199 53
Operations 


7
Training 7 pm - 7 


17
17 -
Equipment 


272
Technical Assistance 37 pm 259 13 


201 - 201
Studies and Surveys 30 pm 


290 pm 1,676 359 2,035
 



E. 	 Summary Rationale
 

In development of this project five constraints to effec
tive employment/investment promotion have been identified:
 

1. 	 The limited entrepreneurial and industrialization
 
options now perceived in the business community.
 

2. 	 The scarcity of (quantity and quality) managerial

I competence.
 

3. 	 The highly restrictive natural resource base in the
 
MDC's and LDC's.,
 

4. 	The absence of applicable technological information
 
available to firms, existing or potential.
 

5. 	 The inadequacy of financial institutions to meet the
 
needs of small businesses in terms of the quantity of
 
funds available, the response time, and availability
 
of technical assistance.
 

It is also possible that macroeconomic and other
 
policies in the region militate against employment expansion and
 
thereby constitute a sixth constraint.*
 

The magnitude and nature of these constraints suggests

that a comprehensive program is required. 
This project is the
 
first phase of such an employment/investment promotion program. 
As
 
such, it will support the institutional programs necessary for
 
further program development. 
The second phase is the implementation

of the plans, reforms, and projects studied under the grant. 
The
 
second phase is expected to be completed by the CDB, the member govein
ments and the DFC's. 
In the third phase, loan funds will be utilized
 
by the DFC's and other institutions employing applied technology,

improved credit mechanisms, and revised organizational procedures

to finance the expansion of the industrial and small business and
 
industrial sector.
 

This project provides for identification and develop
ment of pilot interventions for promoting greater utilization of the re
sources of the Region and responds to the emerging concerns in the
 
MDC's and LDC's for industrial expansion and employment generation

It gives substance to the desire to redress 
biases towards capital

intensivity by providing the instruments and resources required to
 
effectively develop labor intensive investment opportunities. The
 
project has been designed to facilitate the flow of information
 
to the entrepreneurs and/or small businessman and to increase their
 
options for the mobilization, direction and employment of those resources.
 

* 
A special study will be conducted to verify the existenace of this
 
constraint and gauge its effects. 
If necessary, policy prescriptions

will be formulated. This study is discussed in greater detail in
 
Section II and Annex 11-9 of this paper.
 



The project responds to the recognized importance and
 
timeliness of technical assistance interventions to the
 
development and expansion of an applied technology resource
 
base. The project specifically addresses the lack of informa
tion on applied industrial technology by providing a source
 
and funds to support pilot applications and research in the
 
Region. The T.A. will be responsive by identifying possible

solutions to the other constraints, which will require addi
tional time for closer coordination and analysis. The tech
nical assistance will establish a working information base to
 
develop practical solutions and provide linkages between exist
ing institutions already working toward constraint resolution.
 

In summary, the Employment/Investment Promotion
 
Project addresses and is responsive to the short term constraints
 
of employment generation and establishes an information base
 
for easing the long term unemployment problem. The Employmant/Invest
ment Promotion Grant is feasible, needed and ready for implemen
tation. The project was developed in close coordination with
 
CDB's 	management, on-lending institutions and with advice of
 
various Governments of the Region. As demonstrated in the
 
paper, the project iseconomically, technically, financially,

environmentally and socially sound. The project represents
 
a unified regional effort to be implemented by a regional

institution capable of administering the program.
 

F. Conditions and Covenants
 

The conditions precedent and covenants below are pro
posed in addition to the standard conditions associated with
 
AID Grants.
 

1. 	Conditions Precedent to Disbursement Other Than for
 
Technical Assistance
 

Prior to disbursement under the Grant, or to issuance
 
by AID of documentation pursuant to which disbursement will be
 
made, for activities in the TIU, the Grantee will, except as the
 
Parties may otherwise agree in writing, furnish to AID evidence:
 

i) 	 that the Bank has established an adequately staffed
 
TIU in operation and has a detailed plan governing
 
the operation of the TIU including appropriate
 



permanent staffing arrangements, criteria for govern
ing the operation of the Technology Research Fund (TRF)
 
and disbursement procedures; and
 

ii) 	 of a proposed program of activities to be funded
 
during the first and subsequent years of the TRF,
 
These plans will indicate the beneficiaries, amount,
 
and schedule for each activity.
 

(a) Project Evaluation The Parties agree to establish
 
an evaluation program as part of the Project. Except as the
 
Parties otherwise agree in writing, the program will include,
 
during the implementation of the Project and at one or more
 
points thereafter:
 

(1) evaluation of progress toward attainment of the
 
objectives of the Project;
 

(2) identification and evaluation of problem areas and
 
of constraints which may inhibit attainment;
 

(3) assessment of how information may be used to help
 
overcome problems; and
 

(4) evaluation, to the degree feasible, of the overall
 
development impact of the Project.
 

(b) Special Covenants Grantee, except as AID shall
 
otherwise agree in writing, shall covenant to:
 

(1) 	utilize funds made available under the TRF for
 
financing of technical assistance and/or develop
mental research activities which are of benefit
 
to utilization of the unemployed resources of the
 
Region;
 

(2) 	submit for AID approval any grant-financed contract
 
which exceeds $50,000;
 

(3) use every effort to secure funds from repular
 
budgetary sources to support continuation oz staff
 
and activities of the TIU following termination of
 
the AID contribution.
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PART I. PROJECT BACKGROUND AND RATIONA E
 

A.. The Ecunomic Setting
 

The Commonwealth Caribbean consists of sixteen (16) dispersed

states with a total population of about five million. 
To facilitate

analysis of the economic problems and potential of the English
speaking Caribbean, the countries of the area are usually grouped

primarily on the basis of income levels into categories of More

Developed Countries (MDCs) and Less Developed Countries (LDCs).

This project will focus mainly on the needs of three MDCs 
- Jamaica,

Barbados and Guyana 
- and eight LDCs - St. Vincent, St. Lucia,
Dominica, Antigua, St. Kitts-Nevis-Anguilla, Grenada, Belize and
 
Montserrat.
 

These eleven countries have a combined population of 3.8

million and a total GNP of about $400 million. Of these totals

the three MDCs account for 83% of the population and 91% of the
income generated. Population, national income and per capita

income data are presented in Annex II - 7.
 

The economic structure of the islands is typified by a
dualism common to most developing countries. The modern sector
 
(mining, manufacturing, tourism) is export oriented utilizing

fairly sophisticated technology; the traditicnal sector is
oriented to the domestic market employing low level technology

with low productivity per worker. Unfortunately neither sector
 
generates sufficient employment to take up the growth in the

labor force. 
The result is large numbers of workers are either
 
unemployed or forced to hold low productivity jobs in agicul
ture and the informal business and services sector.
 

The islands all have vulnerable open economies, depeadigg

heavily on a few export products and a broad range of imports.
For the LDCs, 1975 imports represented some 74% of GDP and exports

represented 53%; for the MDCs imports amounted to 50% and exports

some 40% of GDP. 
In the last few years all of the countries,

except Trinidad and Tobago, have undergone an economic crisis
 
as a result of the escalation of food and energy prices and the
 
recession in the industrialized countries. 
As demand fell for

Caribbean exports (including tourism) and prices of energy and

other imports rose, the three MDCs experienced severe balance of
 
payments difficulties and a deterioration in their central govern
ment finances. Eventually the three had to institute austerity

measures to protect their balance of payments and budgets.
 

To understand the current economic decline in these economies
 
and the underlying causes requires an appreciation of their structural constraints. The small size of the countties as measured by

population or the natural resource base is 
an important limiting

factor. 
With very small domestic markets, self-sufficiency in
 a broad range of products could only be achieved at highly in
efficient levels of production and correspondingly low levels of
 
national income. Small countries, like small areas of large

countries, are forced to specialize in the production of a few

goods and services and to depend heavily on foreign trade. 
The
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HDCs have been fortunate to have had some valuable natural
 
resources and the ability to exploit them. 
These include
 
bauxite (Jamaica and Guyana), a climate and soils conducive
 
to the sugar industry (Guyana, Barbados and Jamaica), and a
 
sea-sun-sand combination which attracts tourists (JamAica and
 
Barbados).
 

The exploitation of these resources has traditionally made an
 
important contribution on the growth of the area. However, a
 
high level of dependence on these resources has made the economies
 
unusually vulnerable to changes in demand for a small number of
 
goods or services. To reduce this export vulnerability, lessen
 
the dependency on imports, and put the economies on a more stable,
 
broad-based footing, the Governments sought to expand their in
dustrial sectors. Diversification of production was also expected

to contribute to growth in income and employment. A regional
 
trade group was formed to create a protected market of over five
 
million people, and various incentive policies were established to
 
encourage investment in manufacturing.
 

Although the manufacturing sector in the MDCs has grown at
 
respectable rates, much of the technology employed, particularly

in firms oriented toward the domestic and Caribbean regional market,
 
has been quite capital intensive. In Jamaica, for example, the
 
I= reports that the average fixed capital per worker in firms
 
producing for the protected domestic and regional markets is 20
 
times that of firms producing for extra-regional markets.
 

As a result of the technology utilized, the employment benefits
 
have been disappointing. In Barbados, for example, manufacturing
 
output increased between 1970 and 1976 by 57% in real terms while
 
employment in the sector rose by only 12%. Moreover, the import
 
content of many Caribbean manufacturing enterprises is also very

high, which means fewer employment and income benefits for related
 
industries, a smaller balance of payments effect and considerable
 
vulnerability to declines in foreign exchange earnings.
 

This vulnerability has recently been highlighted in Jamaica where
 
foreign exchange availabilities have declined sharply as a result
 
of increased world prices for petroleum and other imports, a fall
off in tourism and an unwillingness of domestic or foreign investors
 
to keep and invest their funds in Jamaica. The austerity measures
 
which have been required, including a sharp curtailment of imports,

have made it extremely difficult for manufacturing firms to acquire

essential inputs. Some import-dependent firms have had to reduce
 
putput and employment, further contributing to the downward economic
 
spiral.
 

Unemployment is generally considered the most serious economic
 
and social problem facing the MDCs. Unemployment rates are estimated
 
to be about 24% in Jamaica and 15% in Barbados. Recent World Bank
 
studies which analyzed the decline in output and employment in the
 
MDCs highlighted the need for increased investments employing more
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appropriate labor intensive technologies. Such investment is the
 
key to redressing imediate employment and income problems and to
 
establishing a solid base for increased equity and long term
 
growth.
 

Although by most standards the MDCs are small developing countries
 
with severe economic difficulties, they are large and have consider
able resources in comparison to the LDCs. The eight LDCs identified
 
above have a combined population of about 665,000 people, and a
 
combined GDP of about U.S.$345 million. The average island popula
tion is thus only about 83,000 people and has a GDP of about
 
U.S.$43 million.
 

Quite obviously, economies of this size must be highly dependent
 
on foreign trade. Not only capital and intermediate, but most consumer
 
goods as well must be imported. Since most commodities that people
 
eat, wear, use to,build and furnish their homes, etc., must be pur
chased on the word market and transported over long distances, the
 
cost of living tends to be very high. If one were to take into account
 
variations in the cost of living not reflected in international ex
change rates, the LDC real per capita income would be considerably
 
below the $518 (see Annex II - 7) level reported in official figures
 
and used for international comparisons.
 

Although the opportunity to trade allows the LDCs to avoid inef
ficiently producing most consumer goods, every country, no matter how
 
small, must itself provide some essential goods and services. Many
 
of these essential items are government services, e.g. drinking water,
 
sanitation facilities, education, police protection, immigration
 
services, health services, weather forecasts, agricultural informaton,
 
and markets and transportation infrastructure. Despite the fact that
 
LDC tax revenues are almost 20% of GDP, on average each LDC has a
 
total of only $10 million to utilize for recurrent expenditures.
 
Providing quality public services under these conditions is clearly
 
a problem without easy solution.
 

The extremely open economies of the LDCs have made them par
ticularly vulnerable to the international inflation and recession
 
of the 1970's. The real value of output in all major sectorsex
cept agriculture)declined in recent years causing similar declines
 
in income, employment and import capacity. Additionally, because
 
reduced foreign exchange earnings in the LDCs have a braking
 
effect on the domestic money supply under the monetary arrangements

of the Eastern Caribbean Common Market (ECCM), the direct reduction
 
in real income has been exacerbated by monetary zonsiderations. As
 
a result, real GDP is estimated to have fallen on average about one
 
percent per annum between 1971 and 1976. This decline in real out
put coupled with a population growth of about two percent per annum
 
has resulted in a marked decline in real income per capita.
 

Employment data in the LDCs is collected only at the time of the
 
decennial census, the last of which was conducted in 1970. At that
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time total employment in the seven ECCM LDCs totalled 138,000.

It has probably risen only slightly in the past eight years.

Unemployment data of that vintage is not worth reporting. 
Although
 
recent data on LDC unemployment is believed to have closely paral
leled the decline in real income. Unofficial World Bank estimates
 
place unemployment in the LDCs around 17-19%. 
This high level of
 
underutilized labor resources again suggests the need to give increased
 
attention to the capital-labor mix in new investment projects.
 

B. Industrial Sector
 

1. General Structure
 

The industrial/manufacturing sector in the Region consists
 
largely of lighter industries which typify countries at an early

stage of industrialisation. Trinidad and Tobago have the oldest
 
manufacturing sectors. They have moved into a narrow range of
 
intermediate goods such as cement and textiles as well as the
 
assembly of consumer durables. They also have some modest heavy

induotry based upon petroleum and bauxite resources.
 

Guyana, Barbados and Belize have developed semi-mass production
 
consumer goods such as biscuits, cigarettes, garments as well as
 
industry of a mixing or packaging nature such as paints and phar
maceuticals. 
Guyana's resource base has led to a substantial proportion of agriculture processing, while Barbados 
--- lacking a
 
similar base --- is specializing in export-oriented assembly. Belize,
 
less developed than both, has gone both ways.
 

The other seven LDCs are the least industrially developed having

achieved some import substitution in technologically simple, small
 
scale activities as well as some 
limited processing of agricultural
 
raw materials. Small size and protection provided by high transport
 
costs have determined the pattern of production. Local production
 
largely comprises high weight-to-value ratio goods (i.e. semi
nontradeables), such as 
cement blocks, low-cost furniture and bottled
 
drinks, rather than the more labor-intensive low weight-to-value
 
goods, such as clothing. These undertakings are typically very
 
small scale (5-20 employees). There are some establishments engaged
 
in the processing of agricultural raw materials. Since the late
 
1960's a small number of enclave exporting firms have been established
 
in some of the islands.
 

The major aims ascribable to industrialization in the Region are
 
primarily employment generation, but also growth in output and con
tribution to foreign exchange. In addition there is strong belief
 
that industrialization of 
the right kind has an important dynamic
 
role in economic development; industrialization which creates sectoral
 
linkages --- national or 
regional and brings into use unemployed
 
resources and a reduction of dependence on the outside world.
 

Given these aims there are three general options for expanding
 
industry which are being pursued in the Region.
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Ca) Import substitution. There are two distinct trends being
 
pursued. The first is import substitution on the basis of regional
 
specialization. CARICOM, as mandated in the Treaty of Chaguramas,
 
is actively promoting industries which will provide greater utili
zation of raw materials of the Region and create sectoral linkages.
 
These are generally intermediate industries of larger scale and of
 
relative capital intensity. Typical goods are textile, fibre and
 
fabrics, iron and steel, plastics, paper, rubber, cement etc. The
 
governments are actively attempting to develop a regional programming
 
scheme and the CDB is preparing feasibility studies for several
 
regional projects. The second trend is processed agricultural pro
ducts for domestic and regional markets. Examples are dairy, vege
table and fruit products. The CDB iscurrently initiating an agro
industry program designed to focus on this area,
 

(b) Small scale and service enterprises. The CDB and other
 
institutions are actively promoting small scale enterprises com
prising (i)small modern manufacturing, (ii)organized services
 
such as constructing, transportation and trading, and (iii) tra
ditional or informal activities such as workshop and household
 
industries. These are labor intensive, provide an outlet for
 
independent people who don't fill their potential in large
 
prganizations and provide a seedbed for entrepreneurial talent
 
and new industries.
 

(c) Exports expansion. The size of local markets places a
 
severe limitation on efficient import substitution and makes
 
exporting an imperative. This would include goods based on
 
processing Regional raw materials and enclave type products. Par
ticularly in Barbados and the LDCs exports are likely to be enclave
 
Industry products.
 

The latter two of these options are particularly supported by this
 
project through applied research and technical assistance.
 

2. Small Scale and Service Enterprises
 

The definition of small industry used by the Barbados Institute
 
of Management and Productivity (BIMAP) is generally accepted, for
 
programming purposes, throughout the Eastern Caribbean. According
 
to BIMAP, a small enterprise is one which has at least two of the
 
following characteristics: less than 25 employees, less than US$25,000
 
in fixed capital, less than US$25,000 in annual sales. The defini
tion was formulated as a guide to eligivility of firms for subsidized
 
technical assistance. The DFCs on the other hand, in determining
 
eligibility for soft small industry loans,define eligible individuals as those
 
with a net worth which does not exceed US$55,600. The bulk of in
dustrial establishments in the LDCs fall under the BIMAP definition.
 
Similarly, of the identified service industries, more than 92% would
 
be classified as small industry. As noted in the Industrial Production
 
Statistics Workshop held in Barbados in June of 1978, "The Statistics
 
of small scale enterprise is 'arhaps the most deficient area of
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industrial production statistics in the Caribbean". The statistics
used herein are estimates derived from National Provident Fund
records and occasional reports produced by LDC Governments and
other agents. 
These indicate that approximately 89% of all
commercial and manufacturing enterprises can be classified as small
enterpiises in the eight states. 
 In St. Lucia, for which more precise and detailed data has been gathered for this project, there are
265 small enterprises of which 73 are manufacturers and 192 are

commercial.
 

For the LDCs with their limited market, small enterprise is of
special importance as an import substitution producer, especially
for agro-based industries which lend themselves readily to small
scale operation. 
In addition, small scale enterprise possesses
locational flexibility and may be readily adapted to unique local
conditions. 
Moreover, such enterprise is usually locally owned.
This is 
a distinct advantage in a geographic area where foreign
ownership of industry is substantial since it facilitates a more
equitable ownership pattern and provides a vehicle for the development of entrepreneurial and management skills.
 

Of growing importance will be the role of small scale enterprise as direct producers for the external export market. 
 Small
scale producers and organized cottage industries, if properly
programmed may contribute substantially to employment generation
through production for already identified special markets. 
It
may well be expected that such enterprise may also establish
linkages with large scale firms 
as sub-contractors, and 
as providers
of maintenance and.'repairs. Approximately 1500 services and manufacturing firms make up the 
resource pool from which it is expected
that, with adequate assistance, export production will be increas
ingly generated.
 



13.
 

3. Exports Expansioni 

Labor intensive export production, presently carried
 
out mainly by "enclave" industries, presents excellent opportunities

for small enterprise in the Region. Many products depend upon small
 
specialized production facilities, or conversely on widespread

organized cottage industry. Initial investigation, during the
 
four month development of this paper of potential small enter
prise production possibilities for excra-ragional sales resulted
 
in proposed offers from b,,vypr for goods valuued at over
 
US$2. million. These include items presently capable of being

produced by existing small firms in St. Lucia and Dominica, as
 
well as items for cottage industry fabrication in the maJority
 
of the LDC states. The job creation effect of the proposed

production is estimated to exceed 600 new positions. It is
 
evident that the possibilities fo introduction of labor inten
sive operations for small industry are probably in excess of the
 
LDC's capacity to respond, but even a partially effective response would absorb a considerable number of workers and make
substantial contributions to their current account positions.
 

Labor intensive export industries, if developed in
 
response to specific market requirements would provide an array

of direct and indirect benefits. Foreign buyers frequently are
 
able to provide training in production and management tech
niques. This source of technical assistance to small producers
 
is unexcelled. It is production and cost oriented and involves
 
technology transfer of a nature specifically adapted to the
 
production at hand. Substantial portions of the fixed capital
 
may also be provided.by the buyers. Of greatest importance is
 
the provision of ready, well defined and committed marketing
 
channels.
 

The major problem preventing small firms from entering
 
into this form of production is lack of knowledge of potential

buyers and of arrangements which can be made with them. The
 
investmcnt promotion efforts in the Region, through regionally

coordinated efforts will be able to establish the information
 
channels required.
 

4. The -Assistance Provided to Industry by CDB's Industry Division
 

The CDB Industry Division is charged with preparation
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and evaluation of the Bankts industrial projects. The division
 
is staffed by specialists in small industry loans, industrial
 
projects and technical areas. These are assisted or supplemented
 
by consultants provided by international don= agencies. Division
 
staff plays a wide range of roles in project development. These
 
may include initiation of project ideas, preparation of feasibility
 
studies, advisory participation in management of firms financed by
 
the CDB.
 

The CDB channels credit from Ordinary Capital, the Special Development
 
Fund, and other special funds to institutions in member states. The
 
Industry Division evaluates specific projects which would involve the
 
use of such funds and assesses the potential effective demand for lines
 
of credit being considered for disbursement to the DFCs. The Small
 
Industry Officers monitor progress of such loans, and aset where
 
appropriate in resolving financing problems.
 

From 1971 to 1977 the Bank approved a total of US$26.0 million
 
in loans to the industrial sector and disbursed US$22.3 million.
 
The momentum of lending has increased annually. New lcan approvals
 
in 19JI were only .9million, then rising at an average annual rate
 
of 12% per year to US$11.10 million in 1977. Total industrial lending
 
over the seven year period was in excess of US$26.0 million. Of this
 
total, industrial sector lending through intermediaries on govern
mental entities was in excess of US$10 million, Industrial Estates
 
absorbed more than US$7 million, small industry loans for DFC sub
lending totalled US$4.4 million and US$3.9 million was loaned directly
 
to private firms. Practically all Small Industrial Credit (SIC)
 
and Industrial Estates lending utilized Special Development Funds,
 
while general industrial credit drew upon US$4.6 million of Ordinary
 
Capital Resources, US$1.4 million in Special Development Funds and
 
US$4.6 million from Other Special Funds. Projections made by the
 
Industry Division anticipated that as much as US$95.0 million may
 
be approved over the next five years.
 

The Industry Division has limited scope for directly affecting
 
the level of lending through the DFCs and its assistance to Industrial
 
Loan Officers has been tactful and low-key. The independence of the
 
DFCs insulates them from direct influence of outside agencies, and
 
the Industry Division must play the role of an available resource
 
which the Industry Officer in the DFCs may call upon as needed.
 

One of the most successful programs of assistance being carried
 
out by the Industry Division, with characteristic competency, is the
 
provision of advice on technology and assistance to DFC Industry
 
Officers and to private concerns throughout the Region. Utilizing
 
limited resources, the Technical Assistant of the Division has become
 
a de facto clearing house for technical information. This function
 
will be included in the Technology Information Unit to be established
 
under the project, provides a solid base upon which appropriate tech
nology functions may be rapidly expanded.
 



14 a
 

5. Conflicting Policies
 

The social and economic policies of a country set the
 
general framework within which business decisions are made. Such
 
policies, while conceived to meet a given objective in one field,
 
also impact on other fields, often in unintended ways. Thus, a
 
minimum wage policy designed to advance the earnings of urban wage
 
employees may have that effect, but it may also limit severely the
 
number of people employed. In any undertaking, the policy frame
work merits a preliminary examination to determine whether it is
 
likely that policies in another sphere are likely to deminish or
 
magnify project efforts.
 

In the Caribbean region, there is evidence that production
 
for protected local and regional markets has been accomplished with
 
very capital-intensive techniques, which use prodigious amounts of
 
scarce capital and sparing amounts of abundant labor. At
 
the same time, production for extra-regional export markets
 
has been accomplished with labor-intensive techniques. This
 
suggests, in quite stark terms, that employment generation
 
policies are being counteracted by other policies. It is therefore,
 
necessary to examine which social or economic policies now existing
 
in the region militate against more intensive or extensive use of
 
labor in the production process.
 

Therefore, a special study will be undertaken in comple
ment to this project to review existing social and economic policies
 
as they affect the viability of future efforts to expand labor
 
intensive investment in the region. Special emphasis will be placed
 
on identifying those critical policy changes needed to assure (or

maximize the chances of) success of a follow-on project to provide
 
lending capital.
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C. Summary Rationale
 

In suary the employment/investment project addresses three
 
categories of problems facing small business in the LDC's.
 
The first is the non-responsiveness of banks to the financial needs
 
of small businessmen. The second is derived from the nature of the
 
markets to be serviced and the productive processes used to respond
 
to market possibilities. The third is derived from the lack of
 
business skills and applied technology of such enterprises.
 

(1) Demand for credit by small enterprise is, according to
 
industry spokesman, high although effective demand as reflected
 
in DFC and commercial bank lending is -low. The DFC's report loans
 
to industry over the past years at US$2 million of which US$1.2
 
million was allocated to manufacturing. Commercial bankd records
 
do not differentiate between small and large industries, but it is
 
estimated by some members of its banking community that about 10%
 
of the total industrial portfolio of US$13.8 million is in small
 
industry loans and slightly more than 10% of its commercial port
folio of US$36.4 million is in small enterprise loans. Thus, commercial
 
banks credit to small enterprise is estimated at approximately US$3.6
 
million. Commercial bank credit emissions to small business is largely

for working capital and well secured loans for other purposes, and is
 
made available primarily to established bank customers. Venture
 
capital is seldom available. The conservative policies of the banks
 
make it virtually impossible to lend for new projects or expansion

plans of small business. Expansion projects, for example, are often
 
seen as bearing unacceptable risks since the loan may result in 
a
 
doubling or tripling of the businesses liabilities and exceed its
 
current worth. The DFCs have not to date, been able to tap the unful
filled demand because of cumbersome procedures which combine the worst
 
features of development and commercial banking.
 

(2) The second problem is marketing small business shares with
 
larger firms in the Caribbean and may be alleviated to some degree

by providing better marketing information and regional industrial
 
promotion through technical assistance. A wide range of technology

remains unavailable to the small producer, and existing technology

adaptions are required to optimally adjust production to the small
 
local and regional markets. Foreign Investment may be attracted to
 
the region by more efficient resource utilization.
 

(3) The problem arising from a lack of business skills is not
 
susceptible to mechanistic solution. In part, it is an inheritance
 
of an education system which has stressed academic attainment, while
 
relegating business and vocational training to minor roles in the
 
education system. Nevertheless, the presence of a reasonably well
 
educated work force facilitates the training of managers and workers.
 
Usually no provision is made for linking industrial assistance to the
 
local requirement for technology. Technical Assitance provided without
 
regard to this consideration frequently is without positive results.
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It e-,,aars that technical assistance is focused on firms in trouble
rather than those with success probabilities. Given the relatively
high cost of technical assistance to small business, it is essential
that it be targeted more precisely, and provided with greater
skill. 
 Further, given the range of businesu/echnical requires.
monte for effective aid to small enterprise, it is doubtful that
 any LDC can afford the maintenance of a pool of T/A personnel
possessing the wide range skills necessary. 
A regional approach

to small enterprise assistance is one instance where through
economies of scale, certain forms of technical assistance services
 
can be delivered at lower costs.
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PART 	III. PROJECT DESCRIPTION
 

A. Goal 	and Purpose
 

The goal is to increase investment, employment and 
out

put of the industrial and informal sectors of the LDC's 
and
 

MDC's of the English-speaking Caribbean Region (the Region).
 

The project responds to emerging policies of the MDC's 
and
 

LDC's for industrial expansion and employment generation.
 

It is intended to give substance to these policies 
by pro

viding a program, instruments and the resources required
 
supports 	the
to advance their achievement. The Project 


development of a regional employment investment program to
 

stimulate industrial trowth in the Region that will 
create
 

additional jobs consiutent with the market competition 
and
 

economic 	objectives. The project will assist in the design
 

programs 	to increase employment and output in the MDC's
of 

and 	LDC's.
 

The purpose of the project is to strengthen the
 

Caribbean Development Bank's institutional capacity to
 

identify, examine and promote a greater utilization of 
the
 

physical, natural and human resources of the Caribbean
 

Region by:
 

a) 	development of a mechanism to disseminate and
 

promote applied technology;
 

execution of programs of experimental research
b) 

and demonstration in adaptive technology; and
 

c) 	 development of programs that give support to
 

the implementation of appropriate industrializa

tion for the public and private sector.
 

This will be accomplished by implementation of a series 
of
 

interventions under which the Caribbean Development Bank
 

(CDB) will use the specific assistance provided to:
 

(1) 	establish a capacity within the CDB to collect and
 

disseminate information on technological processes
 

and assistance applicable to projects in the Region.
 

(2) 	establish in the CDB a fund to finance applied
 

research to enable efficient utilization of the
 

resources of the Region.
 

(3) 	provide technical assistance to CDB, DFC's and
 

other 	institutions to develop a more effective on

program for labor intensive industries as
lending 

as for existing industrial and agricultural lending
well 


p rograms.
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(4) develop a mechanism to attract selected industrial
 
firms to invest or otherwise participate in the
 
industrial expansion of the Region.
 

(5) design a progr=n of technical assistance service for
 
the small businesses of the Region that is effective
 
and to the extent feasible, able to recover its costs.
 

Upon completion of the above activities (3), C41 and
 
(5), the Bank will consider implementation of the program

developed and their integration with existing institutions and 
and lending prograra. The final operation will be to establish 
a fund within the CDB, utilizing the DFC's or other institutions 
to implement an on-lending program, through the improved credit 
mechanisms, to the industrial sector and small business.
 

B. Description of"Activities
 

The CDB will be responsible for implementation

of the Grant through the following sub-activities;
 

1. The Technology Information Component
 
(a)Technology Information Unit
 

Summary
 

The Project provides for the establishment of a
 
technology information unit within the Bank to evaluate
 
and promote the development and utilization of technologies

appropriate to the Caribbean. 
It will advise on equipment

selection and technical production problems, evaluate and
 
recommend alternative technologies for projects, and pro
mote the development and adaption of technologies to the
 
Region. The CDB would contribute $293,000 to finance person
nel operating costs and training. The AID funding would be
 
provided on a gradually diminishing basis while CDB would
 
proportionately increase its allocation over the life of the
 
of the project. It is expected that the CDB will continue
 
the TIU after the Project is terminated.
 

Purpose of the Technology Information Unit
 

One of the major constraints to the adoption of employ
ment of generating technologies is the lack of knowledge of
 
their availability and lack of experience in 
use. In addition,

the capacity to analyze and select technology for the achieve
ment of multi-purpose objectives has become of growing con
cern in the Bank. This activity will establish a unit with
 
the following functions:
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the systematic collection, collating and updating of
 
information on technologies applicable to the cir
cumstances and needs of the region;
 

the provision of advice and support to the users of
 
technologies developed, in relation both to plant and
 
equipment and systems and processes;
 

the identification of needs to adapt existing techno
logies to meet local requirements or to fill gaps in
 
the range of available technologies by research and
 
development;
 

the identification, specification, monitoring
 
and evaluation of R & D projects as designed to adapt
 
technologies to the Caribbean situation;
 

evaluation of technologies and recommendation of
 
alternatives for CDB projects;
 

the dissemination of technology information to the
 
institutions private and public of the Region.
 

The Functional Responsibilitis of the TIU
 

(1) Information Library
 

Technological data will be collected in books, cata
logs, brochures, periodicals, reports, and correspondence.

Time and effort will be only spent in collecting and catalog
ing technological data when there is 
a medium to high probility

that they can be used. Technological source data will be
 
collected on a broader base, so 
that the TIU will be able to
 
locate and acquire data from outside sources as required.

Information requests will come to the TIU from a variety of
 
sources, including CDB and DFC loan officers, who are formula
ting or analyzing projects, e.g. businessmen, development

corporations, research organizations, government departments,
 
and voluntary service organizations.
 

(2) Project Review
 

On all projects, the TIU will be available to assist
 
CDB loan officers to obtain and evaluate needed technological infor
mation. On projects involving a fixed capital per worker ratio exceed
ing $5,000 the Head of the TIU will participate in the Project Team's
 
"technical study, including consideration of alternatives". l/
 

1/ Source: CDB's Loan Procedures Manual.
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(3) 	Coordination and Dissemination
 

The TIU will coordinate closely with other Caribbean
 
institutions especially CARDI and CARIRI, to avoid unnecessary

duplication and to make the best use of specialized skills. For
 
certain categories of information, it will be jointly decided which
 
organization will specialize on behalf of all the organizations.

To assist in dissemination of information the TIU will publish
 
a newsletter describing selected technical items of specific interest
 
to Caribbean development.
 

T.I.U. Organization
 

The TIU operations will be carried out by its staff,

assisted by an Advisory Committee. The TIU when fully staffed
 
is expected to consist of a Head and three Information Specialists,

assisted by a Secretary, and two (2)Library Assistants.
 

A TIU 	Advisory Committee will be formed to help the

TIU establish the objectives and content of its operating program.

This committee will not "Direct" the TIU operations, but will assist
 
it to 	extend its view of development information needs, particularly

outside the CDB. Committee members will be selected to establish a
 
wide 	range of organizational representation, technical backgrounds,

and regional distribution. The initial composition of the Committee
 
will 	include representatives of the CDB, the Head of the TIU, and
 
other 	additional representatives selected by the above from among

various Caribbean regional institutions.
 

(b) 	Technc'.ogy Research Fund
 
Summary
 

An integral element of the TIU will be a fund which will

enable the CDB to commission existing institutions to undertake
 
technological research. 
AID grant funds in the amount of $1 million
 
will finance the technological research, pilot and demonstration
 
projects. For the first year of TRF operations the CDB has identified
 
some 13 research studies totalling approximately $1 million for which
 
it does not have financing from other sources.
 

Purpose of the Technology Research Fund
 

As discussed previously one of the major constraints to

adoption of employment generating technologies is lack of experience.

The purpose of the TRF is to provide funds to adapt and test various
 
technologies for possible industrial application and expansion of
 
programs of experimental research and demonstration in adaptive tech
nology.
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The TRF will finance research and pilot projects to
adapt, define and/or demonstrate specific technologies appropriate to
the needs of the Region. 
Emphasis will be placed on labor intensive
industrial processes and other projects of identified benefit to
 
lower income groups.
 

Operation of the TRF
 

The TRF will be administered by the TIU with funding
authorization under the direction of the CDB management. 
The TIU
staff will prepare various project proposals for funding by the TRF.
The projects will be submitted to CDB's Management Team for review and
contractural authorization. 
The projects will be expected to promote greater utilization of the physicalnatural and human resources
of the Caribbean Region in such areas as materials, processing equipment for manufacturing (at all appropriate scales from cottage
industries to industrial plants), agriculture, agro-industry, aquaculture, construction and energy systems.
 

These projects in most cases will be executed by
selected outside research institutions. A,proposed project costing
over $50,000 will be submitted to AID for review and concurrance.
The folloy.ing criteria will be used in selecting, reviewing, and
approving projects for the TRF. 
To the maximum extent practical,

projects will:
 

focus on past research and adaptive technology to identify

specific industrial development potential;
 

contribute to development projects that increase employment
and/or income, reduce costs, 
or improve housing or other
aspects of living conditions, with particular focus on benefits to lower income groups and increased usage of the natural
 
resources of the Region.
 

result in near term useful solutions; and
 

utilize and support existing Caribbean research and develop
ment institutions.
 

The following are brief descriptions of some of the
identified research projects that:
 

meet the previous criteria,
 

are not contemplated for development with existing CDB
 
funds, and
 

- are under active consideration by the CDB.
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Lime-Laterite Building Blocks - $40,000
 

It appears technically possible to make building blocks
 
using only simple processes and low-cost materials (lime and
 
laterite), which are readily available in certain Caribbean LDC's.
 
The blocks can have appearance and strength superior to con
crete blocks at half the cost. This block-making technique could
 
reduce building costs, be adaptable to self-help housing con
struction, and form the basis for local small enterprises mak
ing lime and blocks.
 

The research project would include surveying and analy
zing various known material sources in the Region, and accelerated 
testing of blocks prepared from these materials with different
 
mixes, curing timns, pressures, and block forming techniques.
 
The research will coordinated by CARIRI.
 

Building Demonstration Project - $90,000 (requires a projeit analysis)
 

If the research on lime-laterite blocks is successful,
 
the next step toward acceptance and implementation would be a
 
demonstration home building project. Research funds would be
 
needed for establishing pilot operations for production,
 
machinery evaluation, and alternate usuage of
 
the blocks. These tests would spot and correct any field problems
 
not covered in the previous laboratory research. Tests and
 
surveys would also evaluate the social acceptance of the new
 
materials and confirm long-term material stability.
 

Climatic Resources Examination - $230,000 (requires a project analysis)
 

There is notable interest in several Caribbean countries
 
in using natural resources of wind and sunlight to a better advantage

for heating, cooling, crop drying, water pumping, and electricity generation.
 
The potential production of reliable, low-cost energy supplied from
 
renewable resources coul, have considerable beneficial impact on
 
production and employment in agriculture and small-scale industry,
 
and on the balance of payments. The production of this energy would
 
itself generate income and employment.
 

The proposed project would focus on wind energy, but also
 
include data collection and equipment evaluation for solar radiation.
 
The research would be divided into several parts. First
 
would be an analysis of existing equipment and recording methods.
 
Next, based on these preliminary analyses, and on determination
 
of test locations where wind power could usefully nrovide
 
irrigation water, or other appropriate electro/mech-aical ser
vice,small wind recording stations would be installed. These
 
stations would produce wind speed data directly convertible to
 
potential wind power. Finally, equipment would be evaluated
 
for support to the system based upon local construction, assembly
 
and installation procedures.
 

The Caribbean Meteorological Institute would supply
 
the existing climatic information and supervise the installation
 
and data collecting from the new recording stations. The
 
equipment studies, data analysis and cost studies could be done
 
as a research project in the University of the West Indies
 
School of Engineering. The TIU would provide data on windmill
 
and pump characteristics and costs. The principal research
 
funds required would be for the twenty (20) wind and radia
tion recording stations, at an estimated installed costs of $lQj00 each.
 



Methane Production - $35,000
 

Agricultural wastes can be decomposed anaerobically to
 

produce a methane gas with a calorific value similar to coal gas,
 

plus producing a useful fertilizer byproduct. The process is
 

well understood, but local construction and equipment applica

tions need to be studied to optimize and demonstrate specific
 

techniques of handling local materials.
 

The initial proposed project would be based on a small
 

chicken farm utilizing the droppings plus any other suitable
 

organic wastes. The output gas would be used for heating water
 

for cleaning and plucking and possibly for powering a stationary
 

generator.
 

Agricultural Byproducts - $100,000 (requires a project analysis)
 

The soils and weather conditions in many of the
 
Caribbean LDC's are more suited to growing sugar than almost
 
any other agricultural product.
 

However, the sugar produced is largely an export pro

duct, subject to the variations of the export market and pro

ducing seasonal unemployment.
 

The proposed regional study under the direction of the
 
TIU would investigate world literature on the products, pro
cesses, and costs involved in transforming the products of
 
sugar culture (sugar, molasses, bagasse, etc.) into other
 
products with economic potential. These would include alchohol,
 
yeasts for animal feed, particle board and other byproducts.
 
Experimental and test runs of these byproducts would be
 
made in existing factories inside and outside the Caribbean,
 

using Caribbean material. The resulting University/CDB study
 

would identify products with economic potential, describe and test
 

the inputs required, define the expected economic impact of
 

production, and establish the reasonableness pilot project
 
for further study.
 

Locl 1pduction of EulchJiqgMaterigls - $30,00 

Farmers spend up to half of their time weeding crops.
 
The use of plastic mulches in the United States has drastically
 

reduced the weeding problems and, at the same time, reduced
 
evapo/transpiration losses. Trials of these materials in the
 

Caribbean have produced mixed results because of heat damage
 

to the crop.
 

Experimentation is needed on the use of different mulching
 

techniques on different crops. The goal is to find an economical
 
material, preferably of local fabrication, that will suppress
 

weeds and evaporation, while not promoting overheating, funguses,
 

and other harmful side effects. Due to the need for constant,
 

trained observation and multiple testing, the project would be
 

carried out on the University of the West Indies experimental farm
 

in Trinidad. The two-year project costs would cover the purchase
 

and/or special fabrication of mulch materials and pilot equip
ment.
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Production of Fisheries Equipment - $120,000
 
(requires a project analysis)
 

Th CDB is lending about $2 million for a fisheries
 
project that is scheduled to start operations in 1980. This
 
loan project is aimed toward improving the catches of pelagic

species (tuna, kingfish, dolphin, wahoo, flying fish, etc.)
 
as well as deep slope snappers and groupers. A research com
ponent is needed in the project to evaluate the costs of
 
associated experimental fishing gear, the local production capa
bilities of fishing equipment, and pilot manufacturing and sup
port industries.
 

Local'Production of Solar Crop Dryers - $45,000
 

Several types of solar crop dryers have been developed
 
for use outside the Caribbean. An effort needs to be madew
 
test and adapt these concepts for use by small farmers in
 
drying peanuts, rice, corn, peas, beans and other crops.
 

This project would begin with background research on
 
existing solar drying configurations, followed by construction
 
of two prototype designs, using locally-available materials
 
to the maxmum extent. These prototypes would be used over a
 
two-year period to test-dry various agricultural products.

These tests would simulate typical small farm conditions,
 
except that detailed measurements would be kept of the tempera
ture/humidity conditions in the dryers and the resulting drying

effect on the crops.
 

At the conclusion of the test, a report on the use and
 
effectiveness of the two systems would be made and distributed
 
to the Departments of Agriculture of each Caribbean country.
 

Use of Local Materials for Crop Storage Facilities - $30,000
 

A high percentage of harvested crops is lost to pests

and to spoilage due to the lack of suitable storage. This pro
ject would focus on development and demonstration of inexpensive

(local material) storage facilities for small farmers. Informa
tion on the prototype structures and their use would be dis
tributed to farm extension workers and to local organizations
 
that could influence a general acceptance.
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Construction of Improved Water Storage and
 
Irrigation Equipment 
 - $60,000 (requires a project analysis)
 

On some Caribbean LDC's, such as Antigua, the availability

of water is a major limiting factor in agriculture. Almost all
supplies are from surface ponds. 
A large percentage of this water
 
is lost through evaporation.
 

This project would be conducted in two stages. The first
would be a world-wide literature and materials survey of current
 
water conservation technology, with estimates of costs of application of
locally made materials and resulting water savings for each of four
leading systems. 
The second stage would be a test and demonstration
 
of the four systems, possibly on Antigua, at four farm ponds, plus
a fifth pond for control. The demonstration sites would develop

calculated and measured water balance and over feasibility of usage

of local construction technology.
 

Production of Low-Powered Farm Machinr 
 - $170,000
 
Crequires a project L:nalysis)
 

There is a substantial need for development of inexpen
sive farm equipment for use by small farmers (generally up to five
acre plots). Some development work has been done in Japan,

India, and the United Kingdom, but some of the equipment,

especially for tillage, does not work well in heavy Caribbean soils.
In general, equipment manufacturers are not interested in
 
developing equipment of this type because of expected small pro
fit margins.
 

This project would involve four phases: First would be
 a world-wide survey of available designs and equipment suitable

for small farm tillage, transport, coconut husking, and water

pumping. Second, trial 
units would be constructed or acquired
and field tested. Third, as equipment is found suitable,equip
ment adaptations would be fabricated and tested. 
 Finally, the
 
equipment would be placed on operating small farms for field
 
demonstration under the supervision of CARDI.
 
*Jroduction of' Clay Products 
 - $40,000
 

Belize is interested in developing a factory for ceramic

construction products (bricks, tiles, pipe, etc.). 
 However, no
adequate survey has been made to determine the location and

characteristics of suitable clay deposits, the equipment Mquired,

and 
the demand for such materials.
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This project would locate, define, and evaluate one or
 
more deposits suitable for a proposed pilot factory. An analysis
 
would be made of the equipment required and its suitability for
 
local conditions and possible fabrication.
 

Most swine rearing systems in the Caribbean tend to
 
duplicate temperate climate systems and are expensive for
 
small farmers. There is a need for more appropriate and less
 
expensive systems.
 

The project would consist of a TIU world literature
 
search for information on inexpensive systems for use in tropical
 
climates. Two prototype swine penning systems would be con
structed on an actual farm, using inexpensive local materials.
 

and applied construction methods.
 

2, ftall rasine Supsort,
 

The CDB staff will use outside financial and management
 

experts to assist in conducting evaluations and preparing plans
 

to support program improvement in the following three areas:
 

(a) Lending Institution Improvement
 

Summary
 

The efficiency of the on-lending institutions I/is critical to viable
 

credit emission to small enterprise. The recommended
 

program calls for strengthening these institutions through
 

reorganization, standardization of lending criteria, adminis

trative procedures, the improvement of staff and staffing
 
patterns. This T.A. would assist jn that effort. AID
 
grant funding in the amount of $112,000 is proposed for sur

veys and procedures development. In addition the CDB will
 

provide $20,000 for direct operational assistance to the
 

lending institution improvement program.
 

Purpose of Lending Institution Improvement
 

The- DFCts are key linkages in the loan and prQject ident-fi
cation process; especially for small enterprise vrol-etR.
 

1/ Includes the Caribbean Development Bank, Development Finance Corporations 
(FC's) and Caribbean Investment Corporation (CIC). 
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The DFCs constituting a network of financial
 

institutions which are located throughout the Region,
 

have potential for intimate and fruitful participation with
 

small enterprise and development in general. For the most
 

part, this potential has not been realized. As part of the
 

development of this project, each of the lending institu

tions was reviewed and preliminary recommendations made to
 
The CDB now
improve the viability of the credit program. 


faces several difficult policy and implementation decisions
 

over the next eight months, e.g. how should the DFC's 
be
 

organized, particularly those which at the moment do nut
 

appear to be potentially viable? What can be done to
 

minimize political interference in the DFC lending process?,
 

should lending portfolios be expanded?, etc. It is the
 

purpose of this activity to assist in the needed improve

ment effort.
 

T.A. Activities for Improvement of Lending Institution
 

Under this project the CDB will work jointly with
 
CIC to c-:ry out
the DFC's and other institutions such as 


studies of the feasibility of restructuring and rnodifying
 
This program of studies is exon-lending and investment activities. 


pected to include, (a) a survey of the small industry loan
 

market, (b) an evaluation of the potential of expanding
 

to other forms of lending, (c) the proposal of improved
 

procedures, for five DFC's and the CIC, (d) development of
 

viability criteria for lending institutions under differing
 

political and economic situations, (e) a determination of
 

personnel and training requirements for those organizations
 

and (f) an evaluation of different organizational options.
 

It is planned that various systems of operations,
 

specific to the area and Region, would be examined and
 
a program
evaluated. These T.A. activities will result in 


It is

that is mutually acceptable to the DFC's and the CDB. 


understood that the final on-lending program with each insti

tution will depend upon the tecbnical studies evaluation 
and
 

the political/institutional sitiation.
 

(b) Investment Promotion
 

Summary
 

The investment promotion activity will seek to
 

identify specific buyers/producers/industries in North and
 

South America and World markets who are prepared to purchase
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new products from the LDCIs and willing to assist through

technical assistance and investment in new industrial operations. 
The AID Grant will fund 30 person months of technical
assistance to support efforts to attract industry to the Region
and undertake studies to determine what should be offered'to the poter
tial Caribbean investors within a "package" including fin
ance and other supporting features. 

Purpose of Investment Promotion
 

The purpose of the activity is to link the Caribbean
economies to markets irwhich they, by virtue of cost structure, location, resource base and other factors, may be reasonably expected to complete. The production entities formed
will be largely owned and staffed by Caribbean citizens, thus
helping to eleviate the unemployment problem and establishing

a talent pool for further industrialization.
 

Activities in Investment Promotion
 

The Technical Assistance will establish criteria
and operating procedures for assistance in the selection and
testing of a mechanism which would identify the foreign
firms most likely to invest in plants and facilities in the
LDC's. 
 In order to continue the timely development of the
 program, the promotion activities and T/A in this project

will include functioning investment promotion entities in St. Lucia,
St. Vincent and Antigua as well as other organizations which may

be developed.
 

During the investigation period, the Industry
Division of the CDB would function as a channel through which the
T/A would be provided to the various LDCs for investment promotion.
During the development of activities with the existing Agencies,

evaluations will be conducted as 
to the economies and feasibility of
permanent regionalization of the industrial promotion program.
 

(c) S Industry Assistance.S'iir 

Summary
 

This activity will determine if there is a viable

base for small business technical assistance and suggest

the instruments for providing assistance to small industry
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and the informal sector. The survey will identify the size
 
and potential of the small business community in the LDC's
 
and evaluate the future needs for technical assistance.
 
The application of this survey will be partially determined
 
by the eventual role, financial self-sufficiency and func
tions of the existing on-lending institutions. The 12
 
person months of Technical Assistance will aslo determine
 
the type of implementation mechanisms that can be used by
 
the small businesses of the Region.
 

Purpose
 

The paucity of small enterpriLe projects is
 
at least partially attributable to the inability of such
 
enterprise to recognize investment opportunities, to adapt
 
business skills required for response to such opportunities
 
and to be prepared technically and psychologically for
 
dealing with financial institutions. Further, entrepreneu
rial vision is limited by lack of knowledge of market
 
possi~ilities and supply linkages. At the present time
 
there is no identified regional institution that is supply
ing technical assistance to small businesses on a finan
cially viable basis; this T.A. effort will identify if
 
such an operation or facility is feasible.
 

Activities
 

A survey of the LDC's will be made to deter
mine the magnititude of T.A. required by the sector. Studies
 
will be in sufficient detail to establish not only small
 
industry T.A. requirements, but also to establish credit
 
market data, skill availability, and the degree of readi
ness of existing small enterprises to participate in
 
employment/investment promotion effort.
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C. Financial Plan
 
isburse-


The project would run three years with 
a 


ment plan 	as shown in the following Table:
 

Funding Requirements by Project Year 
(US $000) 

TOTAL
PROJECT AID GRANT CDB 

YEAR
 

GRAND
 

F/X L!C TOTAL
FIX L/C L/C 


529 766 1295
1st 529 600 166 


93 117 293 410
2nd 117 200 


330
3rd 30 200 100 30 300 


TOTAL 6761/ 1000 359 676 1359 2035
 

1/ 	 An allotment of funds for contingencies and inflation of $50,000 is
 

included.
 

During the first operational year of the project the
 

contracts for the technical assistance and four of the research
 

projects will begin implementation. As a result of the F/Y
 

system of AID the required disbursement plan would be as follows;
 

Funding Requirements by Fiscal Year
 
(US$000)
 

F/Y 	 AID GRANT CDB TOTAL
 
GRAND
 

L/C L/C F/X L/C TOTAL
F/X 


53 383 193
1978 383 1/ 140 	 576
 

1066
293 773
660 	 113
1979 	 293 


393
 
- 200 193 - 3931980 


2035
676 1000 359 676 1359 


Technical Assistance 3 pm TIU, 16 pm lending institution reform,I/ 
10 pm investment promotion, 3 pm small business'and the TRF $140,000. 
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Due to the concentration of technical assistance and
 
research activities in F/Y 1979/80, no new obligations are planned
 
for F/Y 1981.
 

The summary project activities, level of effort and
 
funding is estimated as follows;
 

Source and Use of Funds
 

(US $OOO's) 

Level of Effort AID CDB TOTAL 

173 293 466 
Tec nial Assistance 9 pm 63 63 
Staff 216 pm 286 286 
Operations l! 93 93 
Training 7 pm 7 7 
Equipment 17 17 

Technology Research Fund 1000 1000 

Lending Institution Reform 102 20 122 

Studies and Surveys 
and Model Development 

Procedures 
Operations 1/ 

12 pm 
4 pm 

74 
28 

20 

74 
28 
20 

Investment Promotion 177 46 223 

Technical Assistance 
Studies 

24 pm 
6 pm 

148 
29 

13 161 
29 

Travel C. Nationals 
Per Diem 33 33 

-Smalk Industry- Assistance Survey 174 174 

Studies and Surveys 12 pm 88 88 
Operations 1/ 86 86 
Contingencies & Inflation 50 - 50 

TOTAL PROJECT 1676 359 2035 

l/Operations includes travel, per diem, reproduction, printing, subscriptions,
 
postage, meetings, and conferences.
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PART IV; PROJECT ANALYSIS
 

A. Institutional Analysis
 

1. Caribbean Development Bank
 

The COB, as Grantee and administering agency, will have
 
primary responsibilities for overall administration and coordina
tion of the Employment/Investment Promotion Project. The CDB will
 
coordinate the efforts of other local and regional institutions
 
involved in the implementation of individual sub-projects. In
 
addition, the CDB will be responsible for toordinating technical
 
assistance to participating enterpriser,
 

The CDB, which is recognized as an associate institution
 
of CARICOM, was established in 1970 by sixteen regional mem- .
 
ber countries and the U.K. and Canada. The United States is not
 
a member of the Bank but has contributed a total of US$46.9
 
million to the CDB in the form of concessionary loans, the earliest
 
of which was for US$10 million in 1971. Venezuela and Columbia
 
became members of the Bank in 1973 and 1974 respectively. The
 
Bank's Charter states that the main objective of the Bank is to
 
contribute to the economic growth and development of its member
 
countries in the Caribbean and to promote economic cooperation
 
and integration within the region. The Charter places emphasis
 
on the Bank's role in meeting the needs of its LDC member countr-.es.
 

The Board of Governors is the highest policy-making body
 
of CDB and is constituted of representatives from each member
 
country (except for Montserrat, British Virgin Islands, Cayman
 
Islands, and Turks and Caicos Islands who collectively elect one
 
governor). TheBoard of Governors meets annually. Voting power is
 
roughly proportionate to shares subscribed with a slight weighting
 
in favour of the LDC's. -_"
 

The Board of Directors is composed of eleven (11) members
 
appointed for renhwable two-year periods. The non-regional members
 
are represented by two of the eleven directors. The Board of
 
Directors meets at least every two months and is responsible for
 
general policy and the direction of Bank operations, approval of
 
Bank administrative budget, and submission of financial statements
 
for Board of Governors' approval. All loans, guarantees and othe
 
long-term investments by the CDB require Board of Directors' approval.
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2. Organization
 

The current President of the Bank is Mr. William Demas,
 

formerly the Secretary General of both CARIFTA and CARICOM. As
 

of April 1977, the Bank staff totalled 114, of which 58 were pro
fessionals drawn from 19 countries. Of the professionals, 6 were
 
recruited under a UNDP financed scheme formerly executed by IBRD,
 
but now being executed by the CDB. AID has provided two technical
 
assistance advisors (housing), Canada, two (fisheries) and New
 
Zealand, three (agricultural engineering, livestock, agri-business).
 
The Bank has an on-going program for the training of its pro

fessional staff through attachments to the World Bank, the Inter-


American Development Bank, and other relevant institutions.
 

The CDB is organized under three project and four support
 

divisions all of which report directly to the President. The
 

largest project division in terms of staff and lending volume is
 

the Agricultural Division which presently has 15 professionals
 
located at the Bank and 7 Farm Improvement Officers permanently
 

assigned to LDC institutions. The two other divisions are the
 

Industry Division and the Technical Division each with a staff
 

of 10 professionals. The latter Division is responsible for infra

structure, transportation and housing projects and also assists the
 

other divisions in technical matters.
 

The project divisions are complemented by four support
 
Economics and Project Analysis, Finance, Administradivisions: 


tion and Legal. The Economic and Project Analysis Division, with
 

staff of 10 is responsible for the economic appraisal of projects.
 

In addition, the Bank is contemplating that the Pro

ject Analysis Division will undertaKe detailed analyses of the
 

economies of its member countries sector studies and identifica
tion of regional integration projects with the objective of for

mulating a more effective lending strategy.
 

The Loan Supervision Unit, staffed by two professionals,
 
is responsible for monitoring bank lending operations, providing
 

advice and recommendations to Bank management in respect of these
 

operations and from its generation of data and analysis upon which
 

such advice is based.
 

A DFC Officer is specifically charged with monitoring DFC
 

affairs, recommending policy and administrative changes and assis

ting the DFC's with technical and procedural matters. The present
 

Officer is highly experienced and competent. He is expected to
 

play a major role in implementing the DFC's reforms contemplated
 
in this project.
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3. Project Coordination
 

Overall project coordination will rest with CDB manage
ment, and the precise form and responsibility for such coordina
tion will be determined by management as experience is gained. It
 
is expected that major responsibility for project implementation

will rest with the Industry Division which, together with the Loan
 
Supervision Unit ismost directly involved with the project elements.
 

It is important to stress that the CDB has little
 
coercive powers and inany event would not be likely to utilize
 
it. The success of the project will depend upon the perceptions of
 
investors and Governments of the area, and their willingness and
 
ability to respond to the opportunities presented and the re
sources offered by the-project. It will be incumbent upon the
 
CDB to be able to insure that such resources are forthcoming at
 
the appropriate time, that the other participating agencies are
 
made fully aware of the implication of their commitment, and that
 
those commitments are indeed carried out.
 

The Industry Division has the capacity to carry out its
 
coordination role. The Division is exceptionally well led, and
 
has a very well qualified staff of professionals with experience
 
in industry, small business assistance, technology transfer, and
 
industrial lending. Prior to the initiation of the project the
 
Division would assist management in preparation for negotiations
 
with the agencies expected to participate in the project and assist
 
in arranging for appropriate agreements with those agencies. It
 
will then assist CDB management in channeling appropriate assistance
 
to the project participants.
 

During the course of the project the Industry Division
 
working in conjunction with the Loan Supervision Unit, will monitor
 
progress, recommend adjustments in the nature of assistance as
 
required and maintain contact with key personnel of the various
 
agencies.
 

The existing staff of the Industry Division is believed
 
to be adequate to implement the project, however, the Division
 
would acquire appropriate additional personnel on a short term
 
basis if needed.
 

The Loan Supervision Unit will undertake a similar role
 
with respect to project elements affecting the DFC's. The burdens
 
of this on-going operation will be beyond present staff capacity,
 
and it is expected that prior to termination of the AID assistance
 
the unit will acquire two additional staff members, a banking advisor
 
and a bank training specialist.
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B. Social Analysis
 

1. Social Organization - An Overview
 

The countries constituting the Commonwealth Caribbean
 
are presently experiencing a state of rapid social change.
 
Today's conditions reflect a curious blend of a fading colonial
 
plantation system and an emerging society which increasingly is
 
becoming drawn into the modern world economy. Continuity of the
 
old and arrival of the new finds expression at all levels of
 
society from the family to the nation. The manner in which
 
social classes relate to each other perhaps best reflect the
 
full significance of recent Caribbean social development.
 
Since independence, the power of the European planter class
 
has declined, although their economic control in all sectors is
 
still significant. Simultaneously, there has been an upward
 
advancement of non-white professionals, businessmen, politicians,
 
and an expansion of the middle class. Ethnically Caribbean
 
Society reflects a complex patterning of parallel social hierarchies
 
of African, Asian, and European heritage, each with'their ciwn
 
upper, middle, and lower class. However, the bulk of the Carib
bean population is still composed of a large segment (50% of the
 
total population) of native small "peasant" farmers, landless
 
agrarian laborers, urban workers, and the unemployed. Compared
 
to the rest of stiety, they are characterized by low per capita
 
incomes, poor health, inadeqdiate housing; and high rates of
 
unemployment and underemployment. Without question, the lack of
 
job-opportunities for this group constitutes the region's major
 
social problem.
 

2. Project Beneficiaries
 

Although all levels of Caribbean society stand to benefit
 
from an employment/investment promotion project, two special
 
target groups can be identified: (1) emerging small-scale
 
entrepreneurs, and (2) the laboring class, especially recent
 
migrants to urban areas. Oiven possible differences in'rested
 
interests and values of these two socio-economic groups, planning
 
and implementation of the program will procede with a sensitivity
 
as to how the two groups relate to each other and the wider
 
Caribbean social mileu.
 

Small-Scale Entrepreneurs - Given the wide range of
 
industrial labor-intensive enterprises conceivably eligible
 
for support, it is difficult to generalize about the charac
teristics of potential small entrepreneurs. In general, however,
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they will be drawn from all ethnic groups with a dispropor
tionate percentage from the emerging non-white middle class and
 
the less affluent of West Indian Europeans. These various middle
 
class ethnic-racial groups share relatively high levels of
 
"scholastic" journal education, aggressiveness in terms of up
ward mobility, and an attraction to the consumer benefits of
 
a western-oriented economy. However, their management skills
 
and business training remain limited.
 

Laborers - The majority of laborers, on the other hand,
 
will be lower class West Indians of African descent. The
 
rates of unemployment among this group, especially young
 
adults (14-24 years of age), are extremely high, although
 
there is significant egional variation. In the LDC's, t-a
 
lower class is characterized by high birth rates, high morbidity
 
and mortality, inadequate nutritional intakes, and substandard
 
housing. Although an estimated 90 percent have completed
 
primary school, many have regressed through lack of continued
 
exposure into functional illiteracy. Moreover, a gap exists
 
between educational preparation and the realities of employ
ment opportunities which, in the secondary and tertiary sectors
 
are extremely limited. A psychological aversion to rural life
 
and low agricultural pay have stimulated migratory
 
flows from rural to urban areas as well as overseas. Blue
 
ccllar employment is especially attractive to rural youth.
 

3. Constraints - Real or Potential
 

The Political Environment, Inter-Island Isolation,
 
and Localism - The isolation and geographical smallness
 

of many LDC's foster patterns of local elite possessiveness,
 
inter-island hostility, and powerful localist prejudice. His
torically, cooperation between leaders of the various countries
 
has been far from successful, as the failure of the Federation
 
demonstrates. Political actions are frequently based on short
run and locally oriented goals which are counterproductive to
 
development. Moreover, competition between islands is affected
 
by a relatively high degree of similarity in human and natural
 
resources.
 

Entrepreneurs - Motivation and agressiveness among small
 
entrepreneurs pose fewer problems than lack of operating capital
 
and inexperience in small business management. Businessmen 
as all West Indians - are often caught-in a web of kinship
 
obligations which may place demands on reinvestment capital
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and pressure them into nepotism thus hampering wise hiring practices.
 
Access to investment capital is restrained by their lack of collateral
 
in loan procurement. However, most businessmen seem adequately
 
familiar with the work styles of industrial economies - at least in
 
theory - and difficulties in work scheduling and daily operational
 
tasks should not prove insurmountable barriers to success.
 

Laborers - The effective integration of rural populations into
 
industrially related activities must procede from the realization
 
that such workers are largely inexperienced in the daily routines
 
of urban-industrial life. The year-round 40 hour week, with its
 
five day intensity and shift patterning will require new adaptations
 
and habits. Moreover, the required social transition from the small,
 
intimate circle of kin to the demands of an impersonal, regulated
 
lifestyle will require some adjustment. Family pressures will
 
remain intense and management vast be sensitive to such obligations
 
facing workers. However, inexterience in industrial work and the
 
socio-psychological orientation of laborers need not pose produc
tivity problems. Given real incentives to regular work habits
 
(i.e. decent pay, regular advancement, employment benefits), other
 
behavior patterns will be no more than minor obstacles. Given a lack
 
of empirical knowledge about small enterprises, entrepreneurs, and
 
the attributes of workers, it is necessary to conduct a systematic
 
study to produce data upon which policy factors (e.g. credit needs,
 
enterprise-specific problems, employment incentives, selective
 
employment, etc.) can be determined. At all stages, technical
 
information will be appropriate and adapted to special Caribbean
 
conditions.
 

This project addresses the above constraints by providing:
 

(a) development of a mechanism to disseminate and
 
promote applied technology;
 

(b) execution of programs of experimental research
 
and demonstration in adaptive technology that
 
are expected to expand the job market; and
 

(c) development of programs for the public and private
 
sector that give support to the implementation
 
of appropriate industrialization and on-lending
 
programs.
 

4. Role of Women - Work rates among females in the region are
 
much lower than fcrworking age males (the ratio of males employed
 
in 1970 was 2.6 times greater than females). Reasons for the
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low female participation are directly related to the female 
-

centered family and its pattern of early teenage pregnancy
 
and marriage. Moreover, women working in urban establish
ments and as domestics have continuously received low wages.
 
They remain poorly represented in managerial positions, white
 
collar jobs, public service, and the teaching profession. How
 
ever, modernizing influences are beginning to redefine the
 
woman's role in Caribbean society. Women are especially im
portant to the employment generation program since they tend
 
to define their children's future educational and career goals.

The project is supportive to expansion of employment opportun
ities of women. As has been proven in the region's enclave
 
industries, women are particularly adept in refined assembly
 
line work (e.g. food processing, electronics, packaging, garment
 
works). It is expeected that women will be employed in the newly
 
created industrial firms at both supervisory and worker levels.
 

5. Environmental Statement - A Negative Determination has been
 
recommended in the initial Environmental Examination (See Annex
 
I Exhibit 6). The factors leading to this recommendation are
 
the small size of each project, their extensive dispersal and
 
the requirement of sound technical design. The small research
 
and development activity supported by this grant is evaluated
 
to have no significant impact on the environment. The CDB
 
recognizes the importance of environmental considerations. As
 
standard practice CDB reviews the environmental impact of
 
various projects. Each research proposal of the TRF will be
 
analyzed as a part of the feasibility study for any special

requirements regarding its potential impact on the environment.
 

C. Economic Analysis
 

This grant project is a preliminary step to a future loan
 
program which would be aimed at providing lending capital to
 
entrepreneurs interested in investing in enterprises which have
 
either direct or strong indirect impact on employment generation.
 
Besides strengthening the CDB and DFCs, this project will develop
 
and partially test various mechanisms and procedures (technical
 
assistance to small businesses, the TRF, and Investment Promotion
 
Agencies, etc.) for addressing various regional constraints: the
 
lack of knowledge of potentially profitable projects, the lack
 
of information about technological alternatives, inadequate service
 
from financial intermediaries, and the lack of technical
 
assistance available to small business,
 



Technology Choice - The TIU and the TBF 

Efforts to improve the choice of technology will be
 
centered in the Technical Information Unit of the CDR. The
 
success of the TIU's efforts to make more effective use of
 
unemployed and underemployed Caribbean resources depends on

the extent to which technical alternatives exist and the es
tent to which more labor intensive technologies can be applied

profitably in the Caribbean in a financial as well as an econo
mic sense. 
With regard to the existance of technical alterna
tives, this obviously varies with the manufacturing process.

However, studies in other regions have shown that when manu
facturing industries are broken down into their component parts,
 
numerous alternatives usually do exist. 
 Studies have also

shown that entrepreneurs and managers are often unaware of these
 
alternatives or incorrectly assumed them to be inefficient. 
One
 
such study conducted on the shoe and sugar processing industries
 
in two African countries concluded that a lack of knowledge or
 
failure to consider labor intensive technologies had lessened
 
financial as well as economic returns.
 

Although the extent to which the TIU will discover similar
 
potential in the Caribbean cannot be assessed accurately at
 
this time, some evidence does suggest that its efforts may be
 
highly rewarding. 
Recent World Bank studies found, for example,

that the investment in fixed capital per worker 
in Jamaica and

Haiti is far lower in industries producing for the export mar
kets than in those producing for protected local markets. 
The
 
data seems to 
suggest that these Caribbean countries can indeed
 
find and employ labor intensive technologies and still compete
 
successfully in the unprotected world market.
 

The effect of the TIU's activities on employment genera
tion and growth obviously depends on the number of projects

it influences and the extent of the technological changes made.
 
Given the size of CDB operations, the TIU is likely to have the
 
opportunity to choose for review from among projects totalling

about $25 million annually. 
 If the TIU were able to lower the
 
average fixed capital invested per worker on these CDB financed
 
projects from $7,000 to 
$6,500, almost 300 additional jobs might
 
result annually.
 

Although knowledge of alternative technologies is essential to
 
improved investment patterns, it will not always be sufficient. In
 
some cases, influenciog investment patterns will require adaptation
 
of technologies to the Caribbean environment and demonstration of
 
effectiveness to potential investors. These functions will be
 
undertaken by the Technology Research Fund (TRF).
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In an economic sense, neither of these wo project activities
 

can b, considered investments which will directly generate significant
 
amounts of revenue or employment. They are more appropriately viewed
 
as investments to improve the flow of information, assumed to be
 
"perfect" in classical economic analysis, upon which investment decisions
 

are made. The indirect effect on investment, employment and growth
 
could be very substantial.
 

The CDB's knowledge of Caribbean and foreign markets, its close
 

ties with investors and its complementary role as development banker and
 
investment promoter suggest it is capable of carrying out these activities
 
in a cost-effective manner. Alternative ways of improving the flow
 

of information on alternative technologies have also been considered.
 
For example, an effort to attract foreign firms, which are often reposi
tories of technological information, is being undertaken and will
 
complement TIU and TRF activities. A conceivable alternative to
 
the TIU and the TRF would be to provide subsidies to private firms to
 

study and experiment with appropriate technologies. This alternative
 
has the advantage that firms might be more willing to incorporate the
 
results into their investment plans if the research and pilot studies
 
are conducted in-house. However, subsidy programs also generate
 

difficult questions about whom to subsidize, for which activities, and
 
at what level of funding. Honest, unbiased administration is difficult
 

to achieve and virtually impossible to demonstrate to critics. More

over, the results of research and experimentation conducted by one firm
 

are often withheld from competitors. In view of these considerations,
 
implementing the project activities as indicated in the project des
cription is believed to be the most cost-effective approach.
 

Financial Intermediaries
 

Various recent studies have noted that development finance
 

companies in most of the LDCs are not able to effectively mobilize
 

financial resources or allocate them to potential investors. Nor
 

do they azt as aggressive investment promoters. As a result, these
 

institutions have little effect on investment, growth or employment,
 
and their own financial viability is threatened.
 

The technical assistance provided to the financial inter

mediaries, particularly to the CIC and the DFC's is designed to
 

identify the steps required to permit an increase in their volume
 

of iovestment and efficiency of operation. These institutions are
 

also expected to develop an increased ability to locate and assist
 

potential entrepreneurs and to help existing firms expand production
 

and employment.
 

It is anticipated that the financial intermediaries are capable
 

of a considerable increase in the size of theirloan and euity portfolios.
 

The income and employment benefits accruing from these investments are
 

likely to be particularly large because of the propensity of the CIC
 
and DFC's to finance small labor-intensive enterprises. These bene

fits, again, must be attributed to the total cost of inputs and not
 

simply to this modest tech.-ical assistance element in this project.
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Investment Promotion
 

Given their extraordinary dependency on international trade,
 
one might expect the LDCs to have an excellent knowledge of external
 
prospects to develop and market LDC products and to be in close contact
 
with potential foreign investors. This is not the case. Information
 
on foreign markets is usually limited to the traditional LDC exports.

This means 
that domestic and foreign investors often overlook financially

sound, export-oriented production possibilities.
 

The lack of awareness of potentially viable projects is not
 
an unusual characteristic in developing countries. 
 It is particularly

likely to occur with respect to production for export markets when,
 
as in the Caribbean, the countries suffer from a geographic isolation
 
that inhibits the flow of information and when recent developwent

has been inward looking.
 

Although the DFCs could greatly increase their role as investment
 
promoters, it would be highly inefficient for each DFC to develop and
 
maintain the necessary contacts with overseas markets and potential

foreign investors. Centralizing this activity in the CDB will be con
siderably more (..st-effective.
 

Strengthening Small Business
 

Studies in a considerable number of developing and developed

countries have confirmed a significant correlation between firm size
 
and investment per worker. 
The evidence shows that small manufacturing

firms normally generate more direct and probably more indirect jobs
 
per dollar of invested capital than larger firms.
 

Although there is little hard data on the small business sector
 
in the LDCs, most observers agree that it suffers under constraints
 
commor. to small businesses and the so-called "informal sector" of
 
most developing countries. These constraints include poor access to
 
credit and technical assistance. The proposed study will in iestigate

the nature and severity of these problems and will consider alternative

solutions. The economic impact of the study clearly depends on its

findings and the subsequent actions taken.
 

2. Relationship With Other Donors
 

The project is responsive to other international donors as is
 
reviewed in Annex II 5, and will provide alternatives to the World

Bank's conclusions that the DFC's 're unable to play an effective
 
role in financial development in industry and other sectors within
 
their respective economies".
 

More recently this project lL-ds specific support to the
 
following Donors:
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IDB Loan
 

The project's technical assistance is particularly timely,
 
in view of the recent IDB loan to the CDB of $12 million. The
 
proceeds of the loan will be partially relent through the DFC's
 
for medium and long term credits to various private and govern
mental sectors. It is understood the IDB loan does not provide
 
any funds for technical assistance to the DFC's for operations
 
improvement or organizational analyris.
 

IBRD Study on Industry in the Caribbean
 

The thrust of the study is that future industrialization
 
will have to be directed at extra-regional market. The Em
ployment/Investment Promotion Project does not conflict with
 
that premise but expands the scope to include the informal
 
sector of small scale and service enterprises. This project
 
fully supports the IBRD recommendation for a united approach
 
in studies and systems for implementation of improvements in
 
the DFC's.
 

D. Financial Analysis/Plan
 

1. Viability
 

Because the project consists of information gathering and
 
dissemination of research and institution building activities
 
there will be no direct revenue producing results. The project
 
should be seen as the first phase in development of an overall
 
employment/investment promotion program for the Region. The
 
strengthening of the mechanisms.which deliver technologies and
 
available funds as outputs of the project will result in increased
 
investment and employment opportunities in the Region.
 

It is believed that the GDP in the industrial sector could
 
conservatively be increased by 3% annually in the LDC's by
 
appropriate industrial investment, improved methodology and timely
 
funding. Even if the labor:output ratio did not change, a 3%
 
growth rate would mean that some 300-400 direct jobs would be
 
generated and some $1.2 million would be added to GDP's. The pro
ject reinforces efforts to lowering the capital/labor ratio on
 
projects by establishment of TIU review procedures on all CDB
 
projects with a ratio of over $5,000.
 

In the CDB's administration of the TIU, during review of
 
the research projects a capital/labor ratio will be estimated.
 
The cost/benefit ratio will be examined not only as related to
 
the creation of employment but also utilization or development
 
of unused national resources - for example, low powered farm
 
machinery will be evaluated according to the size, function
 
and power required against the potential return for improved
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crop yields and time saved. In all cases, the research will
 
be geared to the Caribbean conditions and labor resources.
 
The population of the Region would benefit substantially
 
through access to less expensive locally produced items such
 
as building blocks, solar crops dryers, low powered machinery
 
and clay products.
 

The input/output relationship is reasonable and viable
 
as is represented by the following table:
 

Costing of Project Outputs/Inputs
 

(In $000 or equivalent)
 

Project Outputs
 

Project Inputs TIU TRF T.A.
 

#1 #2 #3 #4 #5 Total 

AID Appropriate.Grant 183 1000 112 197 184 16761/
 

Caribbean Development Bank 293 - 20 46 - 359 

Total 476 1000 132 243 184 2035
 

l/Includes $50,000 for contingency and inflation.
 

#1 Establishment and operation of the Technology Unit 

#2 Completion of Technology Research Fund applied research
 

projects and applications to small industries.
 

#3 Improve the on-lending program
 

#4 Promote Foreign Investment
 

#5 Develop T.A. program identification for small businesses
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2. Availability of Funds
 

Based upon an intensive review of funds available to
 
the CDB, no funds have been identified that could be used for
 
establishing the TIU and to supply the needed technical assis
tance. (See Annex II 5).
 

This project is supportiv- of the AID on-going loan
 
programs in the Caribbean Region. A major bottle-neck to
 
sub-loan development under the small industry credit program

in Loans 538-L-001 and 538-L.003 has been the inefficiencies of
 
the sub-loan program within the DFC's.
 

The Regional Agribusiness Development Project,

538-L-007, was responsive to the need of regional technology

development by commiting $450,000 of grant funds for technical
 
assistance and research studies in development of sub-loans for
 
basic food processing and application. The funds are fully

programed as the CDB has identified some nine projects it is
 
presently considering for development. The TRF is designed

to 
 corporate and expand on the technology development initiated
 
under the agribusiness project.
 

During the 4th quarter of FY 78 and FY 79 AID has
 
planned to gradually expand its technical assistance role with
 
CDB in selected areas. This project is the second of those support

elements. The first was the Institu'ional Development Grant
 
(538-O016) which provides for the funding of a 
multilateral
 
Technical Assistance Fund for advisory services, training and
 
studies. Due to the specialized nature of the T.A. required

for the employment and investment promotion program, a separate

project was deemed necessary. In both projects the Technical
 
Assistance will support and complement the Bank's lending activities
 
and permit a coordinated technical and capital assistance approach
 
to the developmental problems of its borrowing members.
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PART V. PROJECT IMPLEMENTATION 

A. Summary Plan 

T.I.U. 

Creating and operating the proposed TIU and TRF will
involve: 

- recruitment 

- establishing the Advisory Committee 

- training
 

- technical assistance
 

- operations, and
 

- research projects
 

The plan is designed as a set of flexible guideposts, to
be modified as circumstances and future judgements dictate. 
The
plan is detailed with a flow chart in Annex II 
- 4a.
 
Prior to disbursement of the Grant, the CDB Management will decide where to locate the TIU and the TRF within the Bank organization. 
Until the TIU Head is recruited and the Advisory Committee
selected and convened, the CDB's management team will submit the
 

plans for development.
 

T.R.F. 

Implementors for individual research sub-projects will
likely include other government agencies 
- the University of the
West Indies and the private sector. 
 On the basis of research
activities carried out over the past two years, these agencies are
known to have the technical expertise needed to carry out elements
of the proposed program.
 

CDB's listing of planned research projects to be considered or initiated by the TRF is shown in Part III- Bl. project
proposals for the development of non-conventional resources are
submitted to the TIU/TRF for evaluation and, subsequently for
funding. Guidelines for the submission of proposals are to be
prepared by the CDB. 
 The proposal will fully describe the work
plan, the capability of the proponent and the reasonableness of
budget, environmental effects, expected cost/benefit ratio
utilization of resources and future plans for the project.
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T.A.
 

During initial development and project implementation
 
stage of the project the T.A. support will work directly with
 
the Industrial Division of the CDB. A staff member of the
 
Industrial Division will act as project co-ordinator with the
 
primary responsibility for generating scopes of work (See
 
Annex II 4) for implementation of the T.A. program. At such
 
a time as a plan for improvement or implementation has been
 
developed, the project co-ordinator serves as a liason with CDB's
 
management team for further negotiations with Government in
stitutions.
 

B. Procurement Procedures
 

The CDB's normal procurement procedures for goods and
 
services are patterned after the IBRD and are not in conflict
 
with AID guidelines. CDB's procedures require procurement on
 
a competitive basis. Commodities and equipment required are
 
expected to be minor (under $17,000) and will be procured off
the-shelf to permit timely implementation. This procedure will
 
be explained in the initial implementation letter. For services
 
some modification of the CDB's normal procurement guidelines is
 
required (short form) for this project because of the relatively
 
large amount of personal services procurement expected from
 
individual experts. The basis for selection is the qualification
 
of the consultant and the quality of his proposal. At the present
 
time for projects involving advisory services requiring a rersonal
 
service contract(s) with an individual(s) or advisory serv es
 
with a firm totalling less than $20,000.00 a choice will b. 2ade
 
from a list of at least three qualified consultants. For advisory

services provided by a firm and studies over $20,000.00, the CDB's
 
guidelines for Choice of Consultants will be followed and adver
tising will be required.
 

Source and origin for services under the Project will
 
be limited to the United States and members of the Bank, including
 
the United Kingdom and Canada. A source waiver has been requested
 
$t-
 include the United Kingdom and Canada for professional services.
 

Ocean shipping is to be On U.S. flag vessels unless on
 
a case by case basis it can be determined that U.S. flag vessels are
 
not available.
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C. Disbursement Procedures
 

Disbursements are planned using the existing established
 
procedures for previous CDB/USAID loans and grants as follows:-


Disbursement for Foreign Exchange Costs
 

(a) After satisfaction of conditions precedent, the Bank
 
may obtain disbursements of funds under the Grant for the Foreign

Exchange Costs of goods or services required for the Project, by

such of the following methods as may be mutually agreed upon:

(1) by submitting to A.I.D., with necessary supporting docu
mentation as prescribed in Project Implementation Letters,
 
requests for reimbursement for such goods or services, or (a)
 
requests for A.I.D. to procure commodities or services in(b)
 
Grantee's behalf for the Project; or
 

(2) by requesting A.I.D. to issue Letters of Commitment for
 
specified amounts (A) 
to one or more U.S. banks, satis
factory to A.I.D., committing A.I.D. to reimburse such
 
bank or banks for payments made by them to contractors
 
or suppliers, under Letters of Credit or otherwise, for
 
such goods or services, or (B) directly to 
one or more
 
contractors or suppliers, committing A.I.D. to pay such
 
contractors or suppliers for such goods or services.
 

(b) Banking charges incurred by CDB in connection with Letters
 
of Commitment and Letters of Credit will be financed under the
 
Grant unless CDB instructs A.I.D. to the contrary. Such other
 
charges as the Parties may agree to may also be financed under
 
the Grant.
 

Disbursement for Local Currency Costs
 

(a) After satisfaction of conditions precedent, the Bank may

obtain disbursements of funds under the Grant for Local Currency

Costs required for the Project by submitting to A.I.D., with
 
necessary supporting documents as prescribed in Project Implementa
tion Letters, requests to finance such costs.
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(b) The local currency needed for such disbursements may
 
be obtained:

(1) by acquisition by A.I.D. with U.S. Dollars by purchase
 
(or from local currency already owned by the U.S.
 
Government); or
 

(2) by A.I.D. (A)requesting the Bank to make available the
 
local currency for such costs, and (B) thereafter making
 
available to the Bank, through the opening or amendment
 
by A.I.D. of Special Letters of Credit in favor of the
 
CDB or its designee, an amount of U.S. Dollars equivalent
 
to the amount of local currency made available by the
 
CDB, which dollars will be utilized for procurement from
 
the United States under appropriate procedures described
 
in Project Implementation Letters.
 

Other Forms of Disbursement
 

Disbursements of the Bank may also be made through such
 
means as CDB and AID may agree in writing.
 

D. Reports
 

Reports will be submitted to AID on a semi-annual basis.
 
The first report will be submitted six (6)montliq after conditions
 
precedent are met.
 

The semi-annual reports will consist of the following basic
 
information and may be expanded to provide clarification.
 

T.I.U.
 

- Staffing Level
 

- Frequency of usage
 

- Quantity of documents disseminated
 

T.R.F.
 

- Status reports on research sub-projects including a brief 
project description, cost benefit ratios, total funding
expended, status of research, achievement and variances 
from expected benefits. 

T.A.
 

- Copies of all reports submitted by Consultants funded 
by the project will be submitted in duplicate to RDO/C. 



49.
 

E. Evaluation
 

The project impact on the region will be Jointly

evaluated by AID and the CDB on an annual basis during the project's three
 
year life. The first evaluation will be performed one year after
 
the meeting of the conditions precedent. Although all of the
 
evaluations will examine the appropriateness and effectiveness
 
of the project relative to pvoject objectives, te first evalua
tion will focus on the administrative aspects of the program
 
(TIU organiiation, TRF disbursements and technical assistance
 
achievements) to permit early identification and resolution of
 
any implementation problems.
 

At the time of the second evaluation it is expected that
 
research projects and technical assistance support will have
 
generated significant results to begin evaluation of the project
 
outputs and purpose achievement. The second evaluation will be
 
based on the following:
 

Baseline Data
 

The contribution to the project's goal will be examined
 
in terms of specific contributions which each individual activity

is making towards overcoming the constraints to industrial deve
lopment and employment generation. For this purpose the CDB project
 
reports will provide the necessary baseline data on possible research
 
results and its application to the region. Curre-t on-lending reports

will give a base to analysis of increased on-lending activity due
 
to institutional reforms.
 

Overall economic and social data on the target groups are
 
available from the World Bank and CDB reports. However, given the
 
nature of the project i.e. creation of a TIU/TRF Fund and technical
 
assistance, before and after macro-comparisons of the region's
 
gross and net incomes will likely yield little, if any, useful measure
 
of project success. Only after the established programs are deve
loped and replicated is it likely that any measurable macro-level
 
benefits will be realized. This will probably not occur within the
 
project period.
 

Target Levels
 

The target levels of individual research project benefits
 
in terms of income and employment, will be provided by the Analysis
 
which the CDB will prepare for each TRF project.
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Progress Data
 

As part of the annual review a representative sample of
 
research projects financed under the TRF will be surveyed to
 
determine estimated target group impact. This will be compared
 
to the projections of the project analyses contained
 
in the CDB project appraisals. Evaluation data to be collected
 
on each project selected for examination include:
 

-- The efficacy of CDB efforts under the project; 

Adequacy of the planned research to effectively
 
expand the usage of regional resources;
 

participation of other public and private entities
 
in testing, expanding and integrating successful
 
technologies;
 

the problems or efficiencies generated by information
 
dissemination;
 

the probability on activity of the industrial sector
 
utilizing the technologies developed;
 

success in producing prototypes on pilot operations
 
which meet the appropriate criteria, i.e. can be
 
reproduced easily and quickly, are socially, eco
nomically and environmentally feasible, use local
 
materials, are labor-intensive to maximum extent
 
possible, provide alternative sources of fuel or a
 
reduction in fuel requirements, improve the usage
 
of natural resources;
 

-- success in developing projects as scheduled; 

competence and effectiveness of management and
 
technical personnel provided;
 

success in transferring technical and administra
tive skills to the region.
 

Under the small business support activities, particular
 
attention will be given to changes in DFC organization and procedures,
 
mechanisms of on-lending, identification of bottlenecks, revisions
 
and suggested implementation of the operational changes agreed upon.
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The third or end of project evaluation requires consid
eration of factors which are both quantative and qualitative:
 

-- the plans for expansion of the TIU and TRF activities;
 

the degree of success which the new technologies
 
have achieved as shown by acceptance and continuing
 
use (where known) of the prototypes;
 

the degree to which the region is receptive to new
 

ideas, methods, and devices;
 

the adequacy of CDB/DFC institutional arrange.u.i:.,;
 

the status of implementation of the %-z.rJous rec .
mended improvements; to the on-lendinZ po'fmsof 
the reaion. 



ANNEX I, 1.
 

UNITED STATES OF AMERICA
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

REGIONAL DEVELOPMENT OFFICE/CARIBBEAN
 

U ,,- A.,, BRIDGE TOWN'IIll" ,oo
 

CERTIFICATION PURSUANT TO SECTION 611(e) OF THE
 

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, William B. Wheeler, as Representative of the Agency for In

ternational Development Regional Development Office, Caribbean,
 

having taken into account, among other things, the maintenance
 

and utilization of projects in the Caribbean Region previously
 

financed or assisted by the United States, do hereby certify
 

that in my judgement the Caribbean Development Bank has both
 

the financial capacity and the human resources capability to
 

effectively utilize and maintain the proposed Employment/Invest

ment Promotion Grant.
 

This judgement is bajed upon the implementation record of AID

financed projects with the Caribbean Development Bank and the
 

quality of the planning which has gone into this new project.
 

" 
(signed/A , 

(date) b A 5 ~ /~ 



ANNEX I - 2
 

p. CARIBBEAN DEVELOPMENT BANK 
408P.O. MiuxWildey

St. Michael BarlmIdus W.I.
 
Teleplmnc:-61152.-Cable Address: "Caribank,"--Telex WB 287.
 

August 8, 1978 AUG 9 1978
 

Mr. Dwight B. Johnson .. o j

Acting AID Representative
 
USAID Regional Development Office A ........
 
Trident House 
 .
5 .... ..
Broad Street ACTI:;7 :i 
BRIDGETOWN.
 

DATE ...................
 
Dear Mr. Johnson: 
 5I3NATU".............
 

As you know, my staff and yours have been cdrrying out detailed
discussions on an Employment Investment Promotion Programme for the
Region. This letter 
is to formally request a grant of US$1,676,000

to support the establishment of the Programme in the Bank.
 

The Programme is designed to 
increase investment,employment

and output of the 
industrial and infrastructure sectors of the economies

of the countries of the English-speaking Caribbean.
 

We look forward to a favourable reply and 
to a successful
 
establishment of the Programme.
 

Yours sincerely,
 

William G. Demas
 
President
 

"WGD:ct
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5 (1)"- COUNTRY CHECKLIST 
Listed below 
 first, stat'utoy .criteria*ppjiceble generallyapplicable to individual fund souresa 	

ae to FAA funds, and then criterl"Develppmegt..Aps1stanc9 and Security Supporting Assistance
funds. 

A. 	GENERAL CRITERIA FOR COUNTRY
 

1. 	FAA Sec. 116. 
Can 	it be demonstrated 
 Yes
 
thatcontemplated assistance wil1 
 directly

benefit the needy? 
 If not, has the
 
Department of State determined that this
 
government has engaged in consistent
 
pattern of gross violations of inter
nationally recognized human rights?
 

2. 	 FAA Sec. 481. Has it br'2n determined that No
the government of recipient country h-:
 
failed to take adequate steps to prevent

narcotics drugs and other controlled
 
substances (as defined by the Compre
hensive Drug Abuse Prevention and Control
 
Act of 1970) produced or processed, in
 
whole or in part, in such country, or
 
transported through r :h country, from
being sold illegally within the juris
diction of such country U.S.to Government 
personnel or their dependents, or from
 
entering the U.S. unl 
wfully?
 

3. 	FAA Sec. 620(a). Does recipient country 

furnishassistance to Cuba 
or fail to
take appropriate steps to prevent ships

or aircraft under its flag from carrying
 
cargoes to or from Cuba?
 

4. 	 FAA Sec. 620(b). If assistance is to a 

government, as the Secretary of State
determined that it ia not controlled by
the international Corrimunist movement? 

5. 	 FAA Sec. 620(c . If assistance is to 
government, is the :vernment liable as 
debtor or unconditional guarantor on anydebt to a U.S. citizen for goods 
or 

services furnished or ordered where (a)

such citizen h.s exhausted available
 
legal remedies and (b) debt is not denied
 
or contested by such government?
 

6. 	 FAA Sec. 62 e . If assistance is toa government, hast (including government
agencies or subdivisions) taken any action 
which has the effect of nationalizing,

expropriating, or otherwise seizing

ownership or control of property of U.S.

citizens or entities beneficially owned 
by them without taking steps to discharge

its obligations toward such citizens or
 
entities?
 

No
 

There evidenceis 	 no that the Cariboern 
governments ae controlled by the 
governanar cont oe 
 teinterationa. counist movement, 

There is no evidence of any such

owed to a U.S. citizen by a contri-

debt
 

buting member government. 

There is no evidence that any suchaction has been taken by a contributivc 
Caribbean government. 
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A
 
7. 	 FAA Sec. 620(f); App. Sec. 108. is No
 

recipient country a Comunist country?

Will assistance be Provided to the
 
Democratic Republic of Vietnam (North

Vietnam), South Vietnam, Cambodia or Laos?
 

8. 	 FAA Sec. 620(1). Is recipient country in No 
any way invoTved in (a)subversion of, or
 
military aggression against, the United
 
States or any country receiving U.S.
 
assistance, or (b)the planning of such
 
subversion or aggression?
 

p 

9. 	FAA Sec. 620(J). Has the country per-
 No
 
mitted, or failed to take adequate
 
measures to prevent, the damage or
 
destruction, by mob action, of U.S.
 
property?
 

10. FAA Sec. 620(I). If the country has Not Applicablefailed to institute the investment
 
guaranty program for'the specific risks
 
of expropriation, inconvertibility or
 
confiscation, has the AID Administrator
 
within the past year considered denying

assistance to such government for this
 
reason?
 

11. FAA Sec. 620(o); Fishermen's Protective Not 	Applicable
Act 	Sect. If country has seized, or

imposed 	 any penalty or sanction against, 
any 	U.S. fishing activities in inter
national waters,
 

a. 	has any deduction required by Fisher
men's Protective Act been made? 

b. has complete denial of assistance
 
been considered by AID Administrator?
 

12. FAA Sec. 620(q); App. Sec. 504. (a)Is
the 	government of the recipient country The Caribbean Development Ba ink is(CDB)in default on interest or principal of not in default on interest on principalany 	AID loan to the country? (b) Is on any AID Loan 	 covered by this Act.country in default exceeding one year on

interest or principal on U.S. loan under
 
program for which App. Act appropriates

funds, unless debt was earlier disputed,
or appropriate steps taken to cure 	default? 

*13. 	 FAA Sec. 620(s). "If contemplated assis- Not Applicabletance is development loan (including Alliance loan) or security supporting assistance,
has the Administrator taken into account the 
percentage of the country's budget which Is
for military expenditures, the amount of

foreign exchange spent on military equipment

and the anount spent for the purchase of
 
sophisticaled weapons systems?" 
 (An

affirmative answer may refer to the record
of the*taking into account, e.g.: "Yes as
reported In annual report on implementation
of Sec. 	 C70:s)." This report is prepared
at the 	time of approval by the Administra
tor 	of the Operational Year Budget.* 

Revised 
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' 	Upward changes in the Sec. 620(s) factors
 
octuring in the course of the year, of
 
sufficient significance to indicate that
 
an affirmative answer might need review
 
should still be reported, but the statu
tory checklist will not normally be the
 
preferred vehicle to do so.)

14. 	 FAA Sec. 620(t). Has the country severed No such action has been taken by a

dipIomaticrelations with theUnited
 
States? 
if so, have they been resumed contributing Caribbean government.
and have new bilateral assistance ar.ee
ments been negotiated and entered into 
since such resumption? 

15. 	 FA Sec. 620(u). What isthe payment No contributing Caribbean government

satus of the country's U.N. obligations? 
 is in arrears on its U.N. obligations.
If the country is in arrears, were such
 
arrearages taken into account by the AID
 
Administrator in determining the current
 
AID Operational Year Budget?
 

16. FAA Sec. 620A. Has the country granted No contributing Caribbean government

sanctuary from prosecution to any indivi-
 granted sanctuary to an international
dual 
or group which has committed an act terrorist.
 
of 	international terrorism?
 

17. 	 FAA Sec. 666. Does the country object, 
 No. 	CDB does not discriminate on the basis
 on basis of race, religion, national of race, religion, national origin or
origin or sex, to the presence of any
officer or employee of the U.S. there sex.
 
to 	carry out economic devel'opment program

under FAA?
 

18. 	 FAA Sec. 669. Has the country delivered No contributing Caribbean Government
 
or received nuclear reprocessing or

enrichment equipment, materials or 
 engaged in such activities.
 
technology, without specified arrange
ments on safeguards, etc.?
 

19. FAA Sec. 901. Has the country denied its No Caribbean government has taken such
citizens the right or opportunity to action. 
emigrate?
 

B. FUNDING CRITERIA FOR COUNTRY
 

1. Development Assistance Country Criteria
 

a. FAA Sec. 102(c), (d). Have criteria CDB and contributing countries have

been 	established, and taken into account, established criteria to involve the 
to 	assess cummitment and progres of poor in development activities. 
country ineffectively involving the
 
poor 	In development, on such indexes as:
 
(1)small-farm labor intensive agri
culture, (2)reduced infant mortality,
 
(3)population growth. (4)equality of
 
income distribution, and (5)unemployment.
 

b. FAA Sec. 201(b)(5), (7)h (8);'Sec.

208- 211(a4 /). Describe extent to
:;JiU countr Ts. 

(1) MAking appropriate efforts to increase A 	number of Caribbean governments a:C.

food production and improve means for
 
food storage and distribution, regional institutions (e.g. the-Univcrcit
 

of the.Wes" indies, CARDI and the Ceri.lbern
 
-Revised Development Bank) are supporting .i cvrr3ing 	out programs to increase food 
'iroduc

tion, processing and storage.
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tz) In general wnlLe governments in the
 

(2) 	Creating a favorable climate for region are seeking control over thei(
foreign and domestic private enter- own natural resourcesthe climate forprise and investment, foreign and domestic enterprises and 

(3) 	 Increasing the public's role in the investment is favourable in the region
developental process. (3) Development programs in the region at 

(4) 	 (a) Allocating available budgetary both the national and regional level reresources to development, generally aimed at increasing the 
(b) 	Diverting such resources for public's role in the development procedure 
unnecessary military expenditure and

intervention in affairs of other free (4) (a) The Caribbean governments have beenand 	 independent nations, allocating considerable available 

(5) 	Making economic, social, and political budgetary resources to both national
reforms such as tax collection improve- and regional development.
ments and changes in land tenure
 
arrangements, and making progress (b) Military expenditure by the govern
toward rL"pect for the rule of law,
freedom of expression and of the press,

and recognizing the importance of
 
individual freedom, initiative, and (5) Caribbean governments are making proprivate enterprise. 
 gress toward improved tax collection
 

(6)Otherwise responding to te vital 	 and land tenure arrangements, recogeconomic, political, and 	social con- nition of the importance of individual
cerns of its people, and demonstrating freedom, initiative and private entera clear determination to take effective prise, and respect for the rule of lawself-help measures, freedom of expression and of the press 

c. 	FAA Sec. 201(b), 211(a . Is the
country among the 20 countries in which (6) The Caribbean governments are curient lydevelopment assistance loar.: ay 	 be made making efforts towards economic coopin this fiscal year, 'or among the'40 in eration and integrtion as a measure
which development assistance grants
(other than for self-help piojects) may of 	self-help.
be made? 

d. 	 FAA Sec. 115. Will country be c. The Caribbean region is among the
furnished,' in same fiscal year, either 40 countries in which development
security supporting assistance, or 	 assistance grants may be made. 
Middle East peace funds? If so, is
 
assistance for population programs,

humanitarian aid through international 
organizations, or regional programs? 
 d." No.
 

2. Security Supporting Assistance Country
 
Criteria
 

a. 	FAA Sec. 502B. Has the country The Caribbean governments have notengaged in a consistent pattern of gross engaged in gross violations of inter
violations of internationally recognized

human rights? Is program in accordance nationally recognized human rights.
with policy of this Section?
 

b. 	FAA Sec. 531. Is the Assistance to Yes.

be furnished to a friendly country, 
organization, or body eligible to
 
receive assistance?
 

c. 	 FAA Sec. 609. If comodities are to Not Applicable.
be granted so that sale proceeds will accrue
 
to the recipient country, have Special

Account (counterpart) arrangements been
 
made?
 



ANNEX 1- 3 
5 of 13 

5C(2) - PROJECT CHECKLIST. 

list:z below art;, first, statutory cr''eria applicable generally to projects with FAA funds, and

tbcr p'oject criteria applicable to ii,ividual fund sources: Development Assistance (with a sub
".etpnnry for criteria applicable only to loans): and Security Supporting Assistance funds.
 

CROSS f[FERENCES: IS COUNTRY CHECKLIST UP TO DATE? IDENTIFY. 
HAS STANDARD ITEM CHECKLIST BEEN
 
REVIEWED FOR THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT.
 

1. App. Unnumbered; FAA Sec. 653(b)
 

(a) Describe how Committees on Appropria- The project was included in the
tions of Senate and House have been or FY 1978 congressional presentation.
will be notified concerning the project;
(b)is assistance within (Operational

Year Budget) country or international
 
orcanization allocation reported to
 
Congress (or not more than $1 million
 
over that figure plus 10%)?
 

2. FAA Sec. 611ta)(1). Prior to obligation Yes.
 
in excess of $0,000, will there be (a)
 
engineering, financial, and other plans
 
necessary to carry out the assistance and
 
(b)a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. FAA Sec. 611(a)(2 . If further legis- Not ApplicaL.e

lative action is required within recipient
 
country, what isbasis for reasonable
 
expectation that such action will be
 
completed in time to permit orderly

accomplishment of purnpose of the assis
tance?
 

4. FAA Sec. 611(b) App. Sec. 101. Iffor Not Applicable.

water or water-related lnd resource
 
construct~on, has project met the stan
dards and criteria as per Memorandum of
 
the President dated Sept. 5, 1973
 
(replaces Memorandum of May 15, 1962;
 
see Fed. Register, Vol 38, No. 174, Part
 
11, Sept. 10, 1973)?
 

5. FAA Sec. 611(J. If project is capital Yes. The 611(e) certification is

assistance (e.g., construction), and all included in the Project Paper.

U.S. assistance for it will exceed
 
$1 million, has Mission Director certified
 
the country's capability effectively to
 
lintain and utilize the project?
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A. 

6. 	 FAA Sec. 209, 619. Is project susceptible Project is regional in nature and will beof execution as part of regional or multl- executed on a regional basis. 
lateral project? If so why is project not
 
so executed? Information and conclusion
 
whether assistance will encourage
 
regional development programs. If
 
assistance is for newly independent
 
country, is it furnished through multi
lateral organizations or plans to the
 
maximum extent appropriate?
 

7. 	FAA Sec. 601(a); (and Sec. 201(f) for 
 The project will conduct ada'Dtivetechnologicaldevelopment loans). Information and-
 research geared to increasing the industrial
conclusions whether project will encourage 
 and production capacity of small busincoes.
 
efforts of the country to: (a) increase
 
the 	flow of international trade; (b, fr,,-
 This iicreased potential will encourac-c thcter 	private initiative and competition; 
 flow of trade and improve the technical
(c) encourage development and use of 
 efficiency of industry.

cooperatives, credit unions, and savings

and loan associations; (d) discourage
 
monopolistic practices; (e) improve

technical efficiency of industry, agri
culture and conmerce; and (f) strengthen
 
free labor unions.
 

8. FAA Sec. 601(b). Information and con-
 Private U... individuals or firms will be
clusion on how project will encourage invited to-submit proposals for providing
U.S. private trade and investment abroad
 
and encourage private U.S. participation consulting technical assistance to be
in foreign assistance programs (including financed under the grant.

use of private trade channels and the
 
services of U.S. private enterprise).
 

9. 	FAA Sec. 612(b); Sec. 636(h). Describe 
 CDB will incur some 21J' of the Project

steps taken to assure tnat, to the 
 cost.
 
maximum extent possible, the country is
 
contributing local currencies to meet
 
the cost of contractual and other
 
services, and foreign currencies owned
 
by the U.S. are utilized to meet the cost 
of contractual and other services.
 

10. FAA Sec. 612(d). Does the U.S. own excess
 
foreign currency and, if so, what arrange- No.
 
ments have been made for its release?
 

B. 	FUNDING CRITERIA FOR PROJECT
 

1. 	Development Assistance Project Criteria
 

a. 	FAA dec. 102(c)i Sec. 
II- Sec. 281a. The project will stimulate labor-
Ex te nt to wh ic h ac ti vity w l , 	 t e 'T-- fe_-W nsi e pr o d u c t i o n a t e i n

tively involve the poor in development, 
 intensive production and investment i.by extending access to economy, at local 
 rural and urban areas through its rescarch
level, increasing labor-intensive pro- programs.for small business enterpriscs.

duction, 'preading investment out from
 
cities to small towns and rural areas;

and (b) help.develop cooperatives,
 
cipecially by~technical assistance, to
 
;ssst rural and urban poor to help

Lhemselves toward better life, and other
wise encourage democratic private and
 
lrcal governmental institutions?
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b. FAA Sec. 103, 103A, 104 .105, 106.

107. -s assistance being made available
 

l- clude only applicable paragraph -
S.A.,a, b, etc. -- which corresponds to 
source of funds used. If more than one 
fund source is used for project, include 
relevant paragraph for each fund source.] 

(1) [103] for agriculture, rural develop
ment or nutrition; if so, extent to 
which activity is specifically 
designed to increase productivity 
and income of rural poor; [103A] 
if for agricultural research, is 
full account taken of needs of small 
farmers;
 

(2)[104] for population planning or
 
health; if so, extent to which
 
ar.tivity exttends low-cost, integrated
 
delivery systems to provide health
 
and family planning services,
 
especially -to rural areas and poor;
 

(3)[105] for education, public admin
istration, or human resources
 
development; if so. extent to which
 
activity strenqthencs nonformal
 
education, makes formal education
 
more relevant, especially for rural
 
families and urban poor, or
 
strengthens management capability
 
of institutions enabling the poor to
 
participaite Indevelopment;
 

(4)[106] fj:;" assistance,technical 

energy, research, reconstruction,
 
and selected developmient problems;
 
if so, extunt activity is:
 

(a) technical coopuv.rtion and develop
ment, especially with U.S. private
 
and voluntary, or regional and inter
national development, organizations;
 

(b)to help alleviate energy problem;
 

(c)rescearch into, and evaluation of,
 
economic develoxmeni processes and
 
techniques;
 

(d)reconstruction Jter natural or
 
manmade dismster;
 

(e)for special development problem,
 
and to enable proper utilization of
 
earlier U.S. infrastructure, etc.,
 
assistance;
 

f) for programs of urban development, The project isdesigned specifically 
especially small labor-intensive to increase employment and incomes oJ 

and rural and urban poor by establishingenterprises, mrketing systems, 
financial or other institutionb tu
 
help urban poor participate in or expanding industries and small
 

econvnic and social devglopment. businesses which are labor-intensive, 



(5)[1073 by grants for coordinated 
private effort to develop and 
disseminate intermediate technologies i 
appropriate Tor developing countries. 

c. FAA Sec. 110(a)i Sec. 208(e). Is the 

recipient country willing to contribute 

funds to the project, and in what manner 
h.;s or will it provide assurances that 

will provide at least 25% of the costs of
 
the program, project, or activity with
 
respect to which the assistance is to be
 
furnished tor has the latter cost-sharino
 
requirement been waived for a "relatively
 
least-developed" country)?
 

d. FAA Sec. ll0(b). Will grant capital
 
assistance be disbursed for project over
 
more than 3 years? If so, has justifi-

cation satisfactory to Congress been made.
 
and efforts for other financing?
 

e. FAA Sec. 207; Sec. 113. Extent to 

which assistance reflects appropriate 

emphasis on; (1) encouraging development

of democratic, economic, political, and 

social institutions; (2) self-help in 

meeting the country's food needs; (3)

improving availability of trained worker-
power in the country; (4) programs

designed to meet the country's health 

needs; (5)other important areas of 

economic, political, .and social develop-

ment, including industry; free labor 

unions, cooperatives, and Voluntary
 
Agencies; transportation and communica
tion; planning and public administration;
 
urban development, and modernization of
 
existing laws; or (6) integrating women
 
into the recipient country's national
 
economy.
 

f. FAA Sec. 281(b). Describe extent to 

which program recognizes the particular

needs, desires, and capacities of the 

people of the country; utilizes the 

country's intellectual resources to 

encourage institutional development; 

and supports civic education and training 

in skills required for effective partici
pation in governmental and political 

processes essential to self-government, 
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Since this is grant funds to a regional 
institution providing service to member 
coutres section 110 () does not apply. 

ct 

No.
 

Project will strengthen the Caribbean
 
Development Bank, as a regional development
 

finance institution, and the national
 
development finance corporations in the
 
Region by improving the mechanisms of
 
identification, development, financing and
 

implementation, and will assist urban 
and rural enterprises in developing 
technologically appropriate and efficient 
operations. 

Reduction of the unemployment levels is in
 

response to the rural and urban poor's needs
 
and desires. The project permits the
 
utilization of the Region's natural and
 
applied resources in the encoaragement
 
of institutional development. It will
 

assist development finance corporations

and subborrowers in labor intensive pro
ject development.
 



ANNEX 1-3 

9 Of 13 

g. FA Seec20
 
Of 	-AA Sec. 2D~)2-4 and -8)_- sec.
 

(0Ie) Sec. 211a)I-3 and -8.Doe's Ys

L4-=;Yes.


the activ ity give reasaonable promise of
 
contributing to the development: of
 
economic resources, or to :he increase of
 
productive capacities and self-sustaining
 
economic growth; or of educational cr
 
other institutions directed toward social
 
progress? Is it related to and consis
tent with other development activities,
 
and will it contribute to realizable
 
long-range objectives? And does project
 
paper provide information and conclusion
 
on an activity's economic and technical
 
soundness?
 

h. FAA Sec. 201(b)(6); Sec. 211(a)(5), (6).
Information and conclusion on possible The proposed grant will have aeffects of the assistance on U.S. economy, negligible effect on the U.S.
with 	special reference to areas of sub
stantial labor surplus, and extent to 
 economy.

which U.S. commodities and assistance
 
are furnished in 
a manner consistent with
 
improving or safeguarding the U.S. balance
of-payments position.
 

2. 	Development Assistance Project Criteria
 
Loans only) 
 Not 	Applicable
 

a. FAA Sec. 20LbL(1). Information
and conclu-i-ro on- a-Yi1;bilb y o financ
ing from other free-world sources,

including private sources 
 T;thin
U.S.
 

b. FAA Sec. 201_(b)(2)- '0j(d). Infor
mation and conclusion V'-ry-')- pacity of
 
the country to repay :he 'oini, including

reasonableness of rep iynjrt prospects,
and (2) reasonableness dnd lejality

(under laws of country sid U.S.) of 
lending and relending terms of the loan.
 

c. FAA Sec. 201(e). if loan is iot

made pursuant to a mu!:ietral plan,

and the amount of the l exceuds
 
$100,000, has country s..:bmitted to AID
 
an application for such funds together

with assurances to indiL.te that funds
 
will 	be used in an economically and
 
technically sound manner?
 

d. FAASec. 201(11. Does project paper
describe how project will promote the
 
country's economic development taking

into account the country's human and
 
material resources requirements and
 
relitf,-,n, hip between ultimdte objectives

of the project and overall economic

dc-'e Iq.,,,~ent?
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e. FAA Sec. 202(a). Total amount of 
money under loan wEich is going directly 
to private enterprise, is going to 
intermediate credit institutions or 
other borrowers for use by private
enterprise, is being used to finance 
imports from private sources, or is 
otherwise being used to finance procure
ments from private sources? 

f. FAA Sec. 620(dl. Ifassistance is 
for any productive enterprise which will 
compete in the U.S. with U.S. enterprise,
is there an aoreement by the recipient
country to prevent. export to the U.S. of 
more than 20% of the entrprise's annual 
production during the life of the loan? 

3. Project Criteria Solely for Security Not Applicable 
Supporting Assistance 

FAA Sec. 531. How will this assistance 
support promote economic or political 
stability? 

4. Additional Criteria for Alliance for 
Progress 

[Note: 
should 

Alliance for Progress projects
add the following two items to a 

project checklist.] 

a. FA_Sec. 251b _ -(§. Does 
assistance tae into accout principles 
of the Act of Bogota and the Charter of
Punta del Este; and to what extent will 

Not Applicable 

the activity contribute to the economic 
or politicOfl integration of Latin 
America? 

b. FAA Sec. 2 51(b)(L)j 25L(h). For
loans, has there been taken into account 
the effort. made by recipient nation to 

Not Applicable 

repatriate capital invested in other 
countries by their own citizens? Is 
loan consistent with the findings and 
recommendations of the ]ne)--Amrican
Comittee for the Alliance for Proaress 
(now "CEPCIES," the Permanent Executive 
Committee of the OAS) in its annual 
review of national development activities? 
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SC(3) 
- STANDRD ITEMI -HECKLIST 
Listed below are -statutory items which normally will be covered routinely in those provis4ons of an
assistance agreement dealing with its implementation, or covered in the agreement by exclusion (as
where certain uses of funds are permitted, but other uses not).
 

These items are arranged under the general headinqs of (A)Procurement, (B)Construction; and
(C)Other Restrictions.
 

A. 	Procurement
 

1. 	FAA Sec. 602. Are there arrangements to U. small businesses 
ill be afforded
permit U.S. small business to participateequitably in the furnishing of goods and the opportunity to participate in
services financed? 
 the furnishing of goods and services
 
2. 	 FAA Sec. 604(a). Will all conrodity under this grant.


procurement financed 
 be from the U.S.
 
except as otherwise determined by the

President or under delegation from him? Yes.
 

3. FAA Sec. 604(d . If the cooperating Yes.
 
country discriminates against U.S.

marine insurance companies, will aaree
ment require that marine insurance be
 
placed in the U.S. on conodities
 
financed?
 

4. 	FAA Sec. 604(e). Ifoffshore procure- Not Applicable

ment of agricultural comodity or
 
product is to be financed, isthere
 
provision against such procurement when

the domestic price o" such commodity is
 
less than parity?
 

5. 	 FAA Sec. 608(a). ill U.S. Government Yes. 
excess personal property be utilized
 
wherever practicablc in "iieu of the
 
procurement of 
new 	items?
 

6. 	MMASec. 901(b). (a) Cor!,2ianc:withrequirement that at 	
The grant agreement will requireleasZ5C p:r centum usage of 	U.S. flag vessels to theof the gross tonnage o- co:.,odities extent that such vessels are(computed separae, y for d-y bulkcarriers, dry cargo "iine,-, ard tankers) available.financed shall be tri:,-.:poz,-d on privately


owned U.S.-flag co ,merci, VL'?ciS to the
 
extent that such ve-.s. 
 S,2 available
 
at fair and reasona bhe rates.
 

7. FAA Sec. 621. If technica; assistance Yes.
is financed, wi11 such assistince be furnished to the fullest extent dracticable
 
as goods ,nd profession.-] ond other
 
service from private enterprise on a

contrArl basis? 
 if the facilities of
othcr .;deral agencies ,ill be utilized, 
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are they particularly suitable, not
 
competitive with private enterprise,
 
and made available without undue inter
ference with domestic programs?
 

8. 	International Air Transport. Fair
 
Competitive Practices Act, 1974
 

If air transportation of persons or 	 Yes. 
property is financed on grant basis, will
 
provision be made that U.S.-.flag carriers.
 
will be utilized to the extent such
 
service is available?
 

B. 	Construction
 

1. 	FAA Sec. 601(d ). If a capital (e.g., Not Applicable 
constructionl project, are engineering 
and professional services of U.S. firms
 
and their affiliates to be used to the
 
maximum extent consistent with the
 
national interest?
 

2. 	FAA Sec. §ll(c). If contracts for Not Applicable 
construction are to be financed, will 
they be let on a competitive basis to 
maximum extent practicable? 

3. 	FAA Sec. 620(k). If for construction Not Applicable
 

of productive enterprise, will aggregate
 
value of assistance to be furnished by
 
the U.S. not exceed $100 million?
 

C. 	Other Restrictions
 

1. 	FAA Sec. ?0ld). If development loan, Not Applicable 
is interest rate at least 2% per annum
 
during grace period and at least 3% per
 
annum thereafter? 

2. 	 FAA Sec. 3bl(d). if fund is established Yes
 
soleTy y .S. contributions and adminis
tered by an international organization,
 
does Comptroller General have audit
 
rights?
 

3. 	FAA Sec. 620(h). Do arrangeRents Yes
 
preclude promoting or assisting the
 
foreign aid projects or activities of
 
Communist-Bloc countries, contrary to
 
the best interests of the U.S.?
 

4. 	FAA Sec. 636()i. Is financing not per- Yes
 
m'itted t used, without waiver, for
 
purchase, long-term lease, or exchange
 
of motor vehicle manufactured outside
 
the U.S. or guaranty of such transaction?
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5. Will arrangements preclude use of
 
financing:
 

a. FAA Sec. 114. to pay for performance 
 Yesof a!,ortions 
or to motivate or coerce
 persons to practice abortions?
 

b. FAA Sec. 620( . to compensateowners 
 or expropriated nationalized
 
property?
 

c. 
FAA Sec. 660. to finance police Yes
training or ot.Ver law enforcement

assistance, except for narcotics
 
programs?
 

d. FAA Sec. 662. 
 for CIA activities? 
 Yes 
e. A . Sec._103. to pay pensions, etc.,

for Iitary personnel? Yes 

f. App. Sec. 106. to pay U.N. assess- Yes
ments? 

o. App. Sec. 107. to carry out provisions of F Sections 209(d) and 251(h)? 
 Yes(transfer to 
 ultilateral ornanization
 
for lending).
 

h. App. Sec. 501 L.u
be used for
publicity or propa'oncla purposes
within U.S. not authorized by Congress? 

Yes 



ANNEX I 
Exhibit 4 
Page 1 of 3
 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

Name of Entity: Caribbean Development Bank 

Name of Project: Employment/Investment Promotion 

Project Number: 538-0013 

Pursuant to Part I, Chapter 1, Section 106 of the Foreign Assistance Act
 

of 1961, as amended, I hereby authorize a Loan and a Grant to the Caribbean
 

('CDR") of not to exceed three hundred twenty thousand United
Development Bank 

States Dollars ($320,000) the "Authorized Amount" to held in financinq cer
tain foreign exchange and local currency costs of goods and se'vices required
 

for the project as described in the following paragraph.
 

The project consists of an Employment/Investment Program designed to in

crease investment, employment and output of the industrial and informal
 

sectors of the economies of the countries of 	the Engligh-speaking Caribbean l/
 
Two specific activities will
(hereinafter referred to as the "Project"). 


be conducted under the administration of the Caribbean Development Bank (CDB).
 

1. 	 A program for technology information services and
 

applications research for the Region; and
 

2. 	 A program to provide technical assistance for
 

evaluation and planning in restructuring of lending
 

institutions, investment/promotion and small
 

business cechical assistance for the LDC's of the
 

Region.
 

1/ The English-speaking Caribbean (the Region) except as AID may
 
Less Developed Countries
otherwise agree in writing consists of: 


Antigua, Belize, Dominica, Grenada, Montserrat, St. Kitts(LDC's) 
Nevis-Anguilla, St. Lucia, St. Vincent, British Virgin Islands,
 

Cayman Islands and the Turks and Caicos Islands and the More Developed
 

Countries (MDC's) - Bahamas, Barbados, Jamaica, Trinidad and Tobago
 

and Guyana.
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I approve the total level of A.I.D. appropriated funding planned for 
the project of not to exceed one million six hundred and seventy-six 
thousand United States dollars ($1,676,000), Grant funded including the 
authorized amount during the period FY 1 '78 through 1981, I approve 
further increments during that peri.4 . Grant finding up to $1,356,000 
subject to the availability of funds in accordav.ce with AID allotment 
procedures. 

I hereby authorize the initiation of negotiation and execution of the
 
Project Agreement by the officer to whom such authority has been delegated
 
in accordance with AID regulations and Delegations of Authority subject to
 
the following essential terms and covenants and major conditions; together
 
with such other terms and conditions as AID may deem appropriate:
 

I. 	 Source and Origin of Goods and Services
 

Except for ocean shipping, goods and services financed by A.I.D
 
shall have their source and origin in the United States and
 
member countries of the CDB, except as AID may otherwise agree
 
in writing. In the event that Grants from other CDB donors of
 
similar monetary amounts are not available for expenditure in the
 
United States on a non-descriminatroy, competitive basis, no funds
 
provided by this Grant shall be available for the purchase of goods
 
or services in the country of such donor. Ocean shipping financed
 
under the Grant shall be procured form countries included in AID
 
Geographic Code 935.
 

T..l. 	Conditions Precedent to Initial Disbursement
 

Prior to any disbursement or to the issuance of any commitment
 
documents under the Project Agreement, CDB shall furnish to AID,
 
in form and substance satisfactory to AID:
 

(i) 	 a legal opinion of the Genera]. Counsel of CDB or other
 
legal counsel acceptable to AID to the effect that the
 
Project Agreement has been duly authorized and/or ratified
 
by the Board of Directors of CDB and executed on its behalf
 
and that it constitutes a valid and legally binding obligation
 
of the Caribbean Development Bank in accordance with all its
 
terms; and
 

(ii) 	 a certified statement of the name of the person(s) authorized
 
under the Project Agreement to act as CDB's representative
 
under the Agreement with authenticated specimen signatures
 
of said representatives.
 

III. 	 Conditions Precedent to Disbursement (Other Than for Technical
 
Assistance)
 

Prior to disbursement under the Grant, or to issuance by AID of
 
documentation pursuant to which disbursement will be made, for
 
activities in the Technology Information Unit (TIU), the Grantee will,
 
except as AID may otherwise agree in writing, furnish AID evidence:
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a. 	 that the Grantee has est.. shed an adequately staffed 
TflU in operation and has a detailed plan governing the 
operation of the TIU inclLding appropriate permanent staff
ing arrangements, criteria for governing the operation of
 
the Technology Research Fund (TRF) and disbursement pro
cedures; and
 

(ii) 	 of a proposed program of activities to be funded during
 
the first and subsequent years of the TRF. These plans
 
will indicate the belLeficiaries, amount and scheduled
 
for each activity.
 

IV. 	 Covenants
 

CDB, except as AID shall otherwise agree in writing, shall covenant
 
to:
 

(i) utilize funds made available under the TRF for financing of
 
technical assistance and/or developmental research activities
 
which are of benefit to the utilization of the unemployed
 
resources of the region;
 

(ii) 	submit for AID approval any grant-financed contract which
 
exceeds $50,000
 

(iii) 	upe every effort to secure funds from regular budgetary
 
sources to support continuation of core staff and activities
 
of the TIU following termination of the AID contribution.
 

V. 	 Waivers
 

The following waivers of AID regulations are hereby approved
 

(i) 	authorization of AID financing of shipping costs on other
 
AID Geographic Code 935 carriers when U.S. carriers are
 
not available;
 

(ii) 	 waiver of AID procurement regulation except for advertising
 
to permit usuage of CDB's procurement procedures.
 

Date
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INITIAL ENVIRONMENTAL EXAMINATION (IEE) 

A. Facesheet 

Project Location: Caribbean Regional 

Project Title: Employment/Investment Promotion 

Fundin : 

Life of Project: Three years, starting FY 1978 after signing of Grant 
Agreem t 

T7E Prepare. by: "i -- Capital Project Development Officer 

Date: July 20, 1978 

Recommended: A Negative Determination. (No Environmental Assessment 
or Environmental Impact Statement Necessary.) 

Concurrence: 
 kL 
Dwigh B. Johns n, Acting AID Representative Date 

Assistant Administrator's Decision: 
 AA/LAC
 

Approval of Environmental Action 
 Date
 
Recommended
 

Disapproval of Environmental Action 
 Date
 
Recommended
 



___________ 

_______________ 
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B. impAc,. IDE:TI:ICATON UID rVALUATICN FCFR.{ 

I='PaCt Areas s-nd Sub-e.,.tas Land
 

A. LAM us-, 

I. Cba-nging the cher.acte~r theof !and thzoLuh: 

a.Increasing the po-Du 2 atiom 
L 

b. Extract~ng nat1ursJ. :esc,:.res_____ 

C. Land cleazr-rng ________________L 

d. Cb-agi:1 soil c*-aPrac-ter 

2. A-Itering natuzaa --zefezses X 
3. Forecicsi4z Lc-atuses 

5. Other factors 

B. IWAT-E QUALIW 

1. PhYsiza-! state of -;a-ter N 

2. Che~ical and bioicgic2J. states 

3. Ecologjca2 ba-lance 

4. Other "actors 

1/See Fx--I.anatc-vr T*s fo:- zhb s f'orn 

eiUse the follow-.r-g symbols: N No:;envirunneat& -- pact 
L !ittleL niza-:.1~c 
M - derate erv' =-ental imac:. 
H - !igh env- - ez: .. iCa: 
U - LZ.!:novM envi:'C za. ~August 1.976 
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WMACT IDETICA-ON AnD VAL,, _3 FOR 

C. ATMOSPHEFIC 

1. Air add:tj-.-_es 
-


2. Air poliution 

3. Noise pollution N 
N4. 
Other factors
 

D. KA2'UF.AL _7SCUCZS 

1. Divers4on, altered use of -ater 
N 

2. Irreversible, -=ficient cz=z t--n- s 

3. 
Other factors
 

.E. CULTURAL
1. Alter-zg vh's.-,' cvnbcis 

_________N 

2u2 . D* -io'o"a-.0 -. .- -- i N 
3. Other fac-zrs 

F. SOCO E C..... 

I. Changes iz ec j_- -- . e pazerzs -
2. Charres i4 poputation 

N3. Changes 


in culzural pa-T-er-s 
L 

I. Other factors
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IMPACT IDULT-ICATICN AID FALUATO:; FORM 

G. KEALTIE 

1. Cha.irg a za~ti-al envirenzent N 

2. Eliminating a= ecosystae= el-zetn N 

3. Other factors 

II. GENKRAL 

1. Inte-zatoza2. :-pacts 

2. Controversia.j izpacts 
 N 

3. Larger progr--_ -p'ac-ts N 

I. Other factors
 

B --I. OT- PSS3L ACTS (not listed above) 

See attached Discussicn,of I--acts.
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C. Discussion of Impacts: 
 Nature, Scope and Magnitude
 

Based upon the Initial Environmental Exazlination for this project,
 

the recommended Threshold Decision is 
a Negative Determination.
 

The Employment Investment Promotion Program is planned to enable
 

establishment cr 
expansion of up to 150 small and medium sized Industrial
 

and Commercial businesses with average investrent of $70,000. 
In this
 

category will be small scale assembly industry and other industry with
 

more traditional labor-intensive technologies. 
The program will establish
 

new employment opportunities for rural and urban poor and carry out insti

tutional reforms in the on-lending institutions. The CDB feasibility
 

analyses of sub-projects of this type include thorough analyses of
 

technical features of proposed designs, iperations and management. Its
 

standards on engineering specifications and performance are consistent
 

with standard engineering practice. The Bank's appraisal criteria en

sures good environmental husbandry.
 

The specific sub-project activities under thisGrantwill be selected
 

by the CDB and thus have not been assigned, but because of the nature of
 

the program are expected to have the following characteristics:
 

(1) The environmental effects will be very limited and localized
 

due to the small to medium size of the enterprises and the
 

wide dispersal of enterprises throughout the CDB territory
 

of work.
 



Annex I
 
Exhibit 5
 
Page 	6 of 6
 

-2

(2) 	 The process will involve well-known techniques for vhich engineering
 

practices and available hardware limit adverse environmental
 

effects from by-products, waste, etc. to acceptable tolerance
 

levels.
 

(3) 	 The project activities will be regularly monitored in terms of
 

operating performance. The monitoring by the CDB is not limited
 

to the narrow scope of finanbial performance, but under the
 

Bank's responsibility for development includes observation of
 

social, environmental and other impacts.
 

(4) 
 If the need should arise the,CDB has the capacity to revise a
 

project to achieve desirable environmental and social performance.
 

Our review of the type of activities foreseen under this loan
 

reveal no 
evidence that the environmental effects would:
 

(i) 	 have a serious negative impact on the human environment;
 

(2) 	 have impacts which are likely to be irrevocable or highly
 

controversial;
 

(3) 
 which 	might have a tendency for a cumulative ill-effect; or
 

(4) 	which might establish a precedent for adverse future action.
 

Consequently, a Negative Determination has been recommended in
 

respect to further Environmental Assessment.
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SLBJECT: DAEC REVIEW - CARIBBEAN REGIONAL - EMPLOYMENT "K*i :IfAVESTMENT PRDOOTION (INTERIM REPORT) A. 

1. THE DAEC REVIEWED SUBJECT INTERIM REPORT AND APPROVED
 
INTENSIVE REVIEW OF THE PROJECT. 
THE DAEC REQUESTED THATI ... ... 
.
TH F0' 1 . .. - . . _ ._POP!.,' 7:7¢jRJ.'PG _" E~DESDI EEOINC T~ JCTiIN DiT!ON TO THOS_ RAISED IN THE IR: 

.....-A. PROBLEM STATEMENT - ECONOMIC 7NVIR NIMENT . THE
INTERIM REPORT USES 1970 FIGURES TO DEFINE TE REGION'S UN- COMMENTSEMPLOYMENT PROBLEM. THE DAEC RECUESTED THAT THE PP PROBLEM
STATEMENT FE 3AS7_D ON MORE CLRRENT DATA IF AVAILABLE.
(G. W0EIN WILL ?E AVAILP-LE TO ASSIST IN UPDATING EKPLOYMENTSTATISTICS.) FURTHERMORE, ThE DAEC RECUEST-FD THAT THE PPDEFINE THE NATURE AND EXTENT OF ECONOMIC POLICY CPSTACILES S Annex 1- 2TO EXPANDING LABOR INTENSIVE INVESTMENTS. WIHAT MINIMUM

POLICY CFA!.GFS ARE N7CFSSARY FOR PROJECT SUCCESS?
 

---. CDB CAPACITY. THE PROJECT'S SIX ACTIVITIES RE-OUIRE ADDITIONAL CDB STAFF AND MANAGEMENT PESPONSIPILITIES
AND PLACE CON'TIOCS ON ;..cE OF THE ,V_, Giv.,
THE CDP'S PREFERENCE FOR SIMPLE REPLENISHMENT OF SP.CIAL
 
FUNDS RESOLRCES, TOP-L.
 - _L C 'IEFMNTSHOULD BE OBTAINED 

DLR ING INTENSIVE REVIEW O.''THE CO',"DITI.CNS TO PIACFD ONL'
PROJECT FUNDS AM- ON THE .E:D FOR THESE TO ATTAIN PROJECTOBJECTIVES. CDB INVOLVEMENT AT THIS EARLY STAG" COULD ALSO See Part IV- A
INCLUDE ANTICIPATING AND ADDRESSING POTENTIAL 
 CONDITIONS 
PRECEDENT. 

..--- C. GEOG:APHICAL FOCLIS. THE INTERIM REPOPT FOCUSES ON
P.RBADOS AND THE LDCS, ALTHOUGH ALL NON-CONTR;PUTING CDBMEMBERS ARE ELIGIBLE UNDER THE PROJECT. THE DAEC SUGGESTED al of hbePROJECT LENDING CRITERIA BE DEVELOPED DURING IrTENSIVE RE- Eastern CaribbeanVIEW BASED ON NATURAL SMALL INDUSTRY CREDIT DISTRIFUTION and Belize isPATTERNS -- E.G.9 PAST AND PROJECTED CDP LENDING AND DEMAND eligible to parti-FOR SMALL INDUSTRY CREDIT FOR 
ALL ELIGIBLE SPECIAL FUNDS 
 cipate.

BORROWERS (MDCS AND LDCS). 
 FURTHERMORE, THE PP SHOULD IN-
CLUDE A RATIONALE FOR 
INITIALLY LIMITING EXORT ACTIVITIES
 
AND SMALL ENTERPRISE ASSISTANCE TO ONE MDC (BARBADOS) AND
ONE LDC AND 
SHOULD DESCRIBE THE ,ROJECT'S SCHEME TO INCLUDE
 
ADDITIONAL LDCS AND MDCS.
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(I) TECHNICAL ASI.T. 
 AC
AND T'.ItINg. 
TP- PP !7'OULD 
 COMMENTS

THE REGION FOR ASSISTING S1.LAL 
 ?.-_
G t. L- '7ZT1 ,G:;
PIM.AP OVER 

ITPLY1' JU5TT'yC TT 7. 
D 

OTHER C, N OZ This evaluation

CDBP, OR THE DFCS. 

INS1TLIT ONS, E.p., TPINIDAD, JAMAICA, THE to be developed
ARE THE PROPOSED INSTITUTION AND METHOD
THE MOST COST-rFF7CTTVF? 
4'HAT under the grant.
--i....-. IS THE iLNC-TrRpM POLE AIND
,C:O? 
 ; ?TF'" P ' ;RcY_ No institution haF .. 7iON , LA 0N T}:--THE IN-"fn.!.tC AL ISILITY OF been selected at'ODINGFLis tSS LLTA AND TRAINING the present timt,FY IFIAP SCuCILDVIEVED CIN THE PP. *,H'A'T WILL HA:F' V,........... 
 k'T LDSARE 14O LONGER AVAILABLE? 
(,.".:;T:: 
 Si c T----Z C: .. "... .. . . .
 

70 Th;E 
 1FCS TO ASSIST 
IN THEIR CAITAL ZTI,N
P;..UESTD ThAT THE CD T D FCr,. Restructuring of
PUTION OF THE DFCS IN TE r S CF IND 1V ,D;AL DFCS' 

A" to7 the DFC's is an
VIA7ILITY 7V F' A.'CI AL.
 D ABILITY integral of thisk! I TO 

;- T FO'IDES -.y projects. See;LF:IC;Z 7D1NT t'i- !E , , .. .. GDF OF £ TO0 7- Part III-B-2(a)T . ::,Z-
 ':..I AN
DECS NOT VIA. L Y CT.. .AID STANDAPDS UV.!DFR
PP SHOULD THIS ?ROLIECT?THuDEf.ON-TRATE HOW AND IN WHAT AREAS TEE DFCSA BETTER POSITION ARE INTHAN THE CDB'AND "RETO PPOWTDE T lL IM .,,Tpv 
T-F:PRFORF ,,C$pcARYEIZ- ..-,CH;,NI .S COULD BE .. l . -.L'SFD TO ,C FITI .T Z -rE 'FCS? 

(3) CREDIT DEMAND. IN PROVIDING j!1(TiFTATTON FOR T.Y
LEVEL OF DrfeNAND UNDER THE 
StALL ENER,FIr? 
C1.'I'Oy-NT, THE
PP SHOLD SHOV,
T7H INVCRv S',N ;D OCE p..... I
E S .TY P 1V!iSSL " OD'E THE There is potentia:P FVIE, Sz:"OtlfD DDRzSS PL 
I TY'-.LT. 7I I.
PROJECT'S SMALL 7NT--5-7'7u S &P!T7y
THIS similarity but not 

I N'USTR IES ELEIGIBLE .ACTIVITIES ND THE Sly-F LL CF in actuality dueUNDER THE AGRI to the agriculturNO. USINE SS53 -T-e{ 7.-" LOAN (food processing)

influence 


under
 
. "007.
 

(1) PRODUCT IDENTIFICATION.
PP DISCUSS THIS THE DAFC PFCO'MNDD 

,. THAT THEPROJECT ACTIVITY'SEXPANDING - AD_V -..: INEMPLOYMENT TERMF CF ItOPPORTUNITIES is expectedIN _T.HE',P.ION (E, G..RCO COUNTERACTING-I .NTRCD NTIEM TO i ;r O' that the exportRT T.-7.,-
T RE C..TAT THE -. 

-.:,...7 . .,.,...... " r IION'D,, .
:-X T -0 . N 

.1."7.1 :'I _ -" promotion unit wiTL ,. . . 0 L- TTHE 0 Lt t . : .- ... ... INREGION WITH-_USINE_-SS ir:t,-'7 r be located in theFOR THE 1- % , Region. 
 See Part
VENEZUELA A ND OTHER tA KETS, 0.9 T E EEC. 
 III - B-2(b).

(2) EXPORT PRODUCTION RESPONSE.POSES THIS ACTIVITY THF INTERIM PEPOPTINITIaLLY PRO-THE DAEC REQUESTED ONLY I* :,rfS tN7,THAT INTE;SIVE REVIEv '_DC.VESTIGATION OF HOW INCLUDE AN' Ii:THIS tCTIVITY this effort willCOULD PE MDE PEcIC 1AL: be on a regional
BT 8basis.
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UNCLAS FINAL SECTION OF 2 STATE I41SE/2
 

COLLD A MECHANiSR, SIMIlLAR TO THE PipD T. IN-T-)ND LUCIA 
DUSTRIAL DEVELOPMENT UNIT BE CREATED IN OTEER ISLA 3 DS DUR-
ING THE LIFE OF THE PROJECT? 
(3) CREDIT DEVIAN 1 . THE DAEC RECUESTED TEFAT IN.E! SIV'.E R-

VIEW INCLLDE AN ANALYSIS OF LOCAL LA3.OR COSTS AND TYE?
FACTORS AFFECTING EXPORT INDUSTRY COPETITIVENESS TO U 
THE FEASIBILITY OF THE LABOR INTENSIVE EXPORT ACTIVITY. 

:
----- F. r-TFPIT FU'D C! T'CITITTY CD!TPPT . T}t P!C P-
_7LSTEDT,-.T T LiV1T C CL 1'7L C.i-LLL Y 1:- " '-

LO! AS POSSIBLE FOR A.ID FTNACI,-. F,TCM_!FL.Y, T- '-C 
, ,
.... ONG R :'r n
 EXPRESED B V.\ITO'S C':N'G T ... 

UPPER LIMIT. THIS LIMIT SHOLLD PRONALY O7 CF".D DOLS. 
19,80 WITH THE BULK OF THE PROGRAM' S FINANCING A!MED AT 
AROUND THE DOLS. 4-5,0,V0 PER LIO PAQ E. IT IS -XFFCT D, 
HOWEVER, THAT THE FINAL CAPIT AL/L FRATIO t'SFD FOPT1 THE 
CREDIT FUND ',0ILL BE FULLY JUSTIFIED IN THE PP, iNULL7.NG t, 

COMMENTS
 

Yes, where
 
appropriate
 

Such a survey is 

planned See Part
 
III-B-2-(c). 

Under the Grant
 
the TIU will impose
 
a review on all
 
CDB projects
 
exceeding a $5000
 
capital/labor
 

HISTORICAL REVIEW OF CDB SlIALL INDUSTRY LENDING, EXPERIENCE ratio. 
IN OTHER COUNTRIES OUTSIDE THE REGION, AND THE NEED TO 
MAXIMIZE THE ENPLOYrENT EFFECT. (DAEC RECOKf E:NDED THAT AN 
ECONOMIST ASSIST IN DETERMINING THESE FIGURES). THE PP 
SHOULD ESTABLISH THAT PROJECTS EXCEEDING THE UPPER LIMIT 
WOULD BE ELIGIBLE ONLY IF IT CAN BE DEMONSTRATED THAT THE 
PROJECT WILL GENERATE DOWN-STREAM EMPLOYMENT WITH A CAPITAL 

LABOR RATIO CONSISTENT WITH THE REGULAR PROJECT LIMIT. THE
 
DAEC ALSO REOIJESTED THAT THE PP ADDRESS THE ISSUE OF ELIGI-

BILITY OF VARIOUS INDUSTRY CATEGOPIES AND OF A LIMITATION 

ON GOVERNMENT-OWNED ENTERPRISES. 


-----G. TECHNICAL INFORMATION UNIT (TIU). INTENSIVE RE-
VIEW SHOULD INCLUDE AN ANALYSIS OF THE DEMAND FOR THE TU 
AND TIU OUTPUT. DETERMINATION OF THE FUNDING LEVEL FOR 
THIS COMPONENT SHOULD REFLECT THE APPHOPRIATE TECHNOLOGY 
FUND TO BE ESTABLISHED UNDER THE AGRIBUSINESS LOAN 
538-T-007. THE DA".C FURTHERMORE SUGGESTED THAT A MORE PRE-
CISE DEFINITION OF APPOPRIATE TECHNOLOGY" IS NEDED, IN 

Criteria is
 
addressed in Part
 
III-B-I.
 

"Appropriate" 
is not desired by
 
the CDB; the pro
ject focuscs on
 
applied technology
 
to utilize under
 

PARTICULAR, UHETHER IT IS LABOR-INTENSIVE OR LIGHT CAPITAL. developed resour*ces 
IN ADDITION, THE FINANCIAL VIABILITY OF THE TIU SHOULD PE of the Region. 
CLOSELY REVIEWED IN THE PP. 

DONORS 
ASSIST 

CIDA AI4 

BT
 
#1088 

H. OTHER DONORS. THE PP SHOULD DESCRIFE WHAT OTHER See Part IV-C-2 
PLAN TO DO FOP SMALL INDUSTRY DEVFELOMENT aPID TO and Annex 11-5 
BINAP AND THE DFCS - WITH SPECIFIC PEFEECE TO 
TO THE P'OPOS;-D IDB PROJECT. CHRISTOPHER 
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P..,T., ... , 

______ NARRATIVE S-- ____
NARRATIVE SJUL.ARy 

1 .89-6 , Sech Goo1: Th ,. osd.s ¢.e is 
;.ch 1%;Ispb1oiclco-vs i,t..-I,", 

S To increase eplort

and output of the industrial and infor~nd 

sectors of the MDC's and LDC's of the 

English-speaking Caribbea" (the Region). 


P~~e,.c* Ps~~~~po..: ~Co.d;ho,, 
prelltl P-~Pal : 


To t:tr-rgthen 	the C)BVs instituticonni ---. Ity 

to "i-ntiry, exanine %ni prcsct- n grentr 
utilization or the physical, natural and humn 
resources of the Caribbean Region by (a) deve-
lopment of a mechanism to disseminate an! pro-

mote applied technology- (b) execution of pro-

grsas of experimental research and der onrtra-

tion in adaptive technology- and (c) develop-

ment of programs for the public and private 

sector that give support to the implerentaticn
of Ar.propriate industrializaticn. 

Outputs: 


-stablishment and operation or the Technology 

Information Unit 


Completion of Technology Research Fund applied
research projects. 


Person months of technical assistance to: 


Improve the on-lending program 
- Promote Foreign Investment 
- Develop T.A. program identification 

for 	small business 


ln~m~ta : 


AID 	Development Grant 

Technology Information Unit 

Technology Rzsearch Fund 

Len'ing Institution Reform 

Investment Promotion 

Small Industry T.A. Survey 


CDB Resources 

Technology Information Unit 
Lending Institution Reform 
.Investment Promotidn 


TO1TAL 

PRO ECT DE IGH SUMMARY La P, 

" 
 T.ol0 U. S g,...4.J, ' 
LOGICALF 	 1 

AMEWORK~~o~~i~I0R1 	 ,.~,d 76Dt 

IY F...FYOBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICAT IO IMPORTANT ASSIJMTIO.
 
' ou,.s of Gool Ach,.. en.oit: . "- S V 


c io iwe tl:
 

8 $ 

| 


Increased e otput and CaribbeanCaribbean DDevelopmentl e Bank (CDB)kCBh The development and grovtb of indutrialincome generated by the project bene-, p~ojeqt reports "utputu Continues to be a high iorit 
fiting the poorer Begrent of the records of the Governments of the Region of-the Governments of the Region.
population in the Region. Project Reports and Evaluations
 

Field trips and inspections
 

* hor .dIt;nd~ics,. 5. oa*e hoe ison. Ao a p on ,.c .i g ppo : 

-


q) 	 A CPR T-,ehnology Information Unit is Field trips and inspections 
 That appropriate technologies exist
staffed And disseminating information 
 Appraisal of the Technical Information and can be identified for application
to the Regi-n on a continucus basis. . Units operations. 
 to the Region.
t) 	Technology Research Funds crz be-
 Reports of the Technology Research The development of appropriate technology,
ing utilized for applied research an! Fund. 
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Development Finaqce Corporation
 

General Performance of the J)FCs
 

Ten Development Finance Corporations operate in the Eastern
 

Caribbean and Belize. Latest available data reveal that over
 

the past five (5) years they collectively have approved
 

US$7.8million in sub loans, accrued a net operating loss
 

If US$202,000, and it is known that at least 630 loans valued 

at US$2.0 million are currently in arrears. The DFC system
 

is staffed by 145 persons, has an annual salary bill of about
 

US$360,000 and approximate annual operating costs of US$855,000
 

Thus operating cost are on average 8% of sub-loan portfolio
 

valu e.
 

The system has equity (or near equity) valued at US$4.6 

million a debt equity ratio of 2.5:1 and total Banking assets
 

of about USS13.4 million. Nearly half of the assets, and more
 

than half of the equity is attributable to the one DFC in
 

Belize. ( Additional support data and charts a -e in the RDO/C filea)
 

Factors Fffecting Performance 

The generally poor performance of the DFC's is partially 

attributable to the tiny markets served. In no case is their
 

evidence that the constraints imposed by such markets were
 

taken into account by the governments of the LDC states; nor
 

it seems, by the CDB, which apparently accepted the opinion
 

of the governments that after a few years of deficit (off-set
 

by sub-vention), that the institutions would be viable. in fact
 

only four LDCs (Belize, Antigua, St. Lucia and Grenada), appear 

capable of supporting well run independent financial institutions 

devoted primarily, to the provision of fixed capital.
 

Even in these the development of
 

markets would appear to proceed at a pace insufficient to
 

generate income at rates required for financial soundness
 

(except for Belize).
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The market for the Region is estimated at about
 

US$20.0 .million, of which the DFC's haveacquired less than
 

US$8.0 million. The relatively low acquisition and low
 

annual acquisition rates spring from the relative novelty
 

of the institutions lack of experience and the difficulties
 

in acquiring staff. However, the problems have been
 

exacerbated by operating characteristics which have impaired
 

efficiency while simultaneously building administrative costs
 

to a level, which as percentage of total portfolio, exceeds 8%.
 

Generally, reported percentages for DFCs in Asia and Latin
 

America show average below 2%.
 

Of particular concern in the litany of operative 

problems is the appraisal system; its criteria and application. 

Serious defect appear in project appreisals, and in the 

appraisal of collateral. The first has contributed to a huge 

degree of exposure to bad debts, the second raises grave doubts 

as to the salvageability of those exposed loans. Spot 

reviews of colIateral docuriunts modcate that the recorded 

collateral value is not of sufficient to meet stated criteria 

and that collateral evaluation is ry - confirmed. This 

situation, serious in y case, is maoe more so by the fact 

that approximately 26% of total DFC sub-loan portfolio is 

reported to be currently in arrears. 

Examination of a mix of AIC, FiC and sic loans valued at 

US$2.8 million and involving 632 loa-rs reveal 50% of the loans 

in arrears, and 507. of the portfolio value affected. 

Staffing difficulties are endemic, these stem primarily
 

from low salary levels, which frequently are as low as
 

US$250.00 per month for professionals. Given the extremely
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small pool of experienced financial personnel to draw
 
upon, the 
salary policy has effectively precluded access 
to that pool. J2he governments' involvement .in the DFCs
 
has further re-inforced the belief that DFC salaries should 
be pegged to the Civil Service rates. 

In those few cases where talented and experienced
 
managers have been recruited they are handicapped by untrained 
and poorly qualified staff assistants. The lack of qualified 
personnel has led to expansion of staff in the hopes that
 
larger numbers 
 of personnel can compensate for quality 
defects. Thus, administrative costs are increased without
 
commensurate increases in the staff. eaknesses, show

in a variety of ways; commonly internal audits 
are infrequent
and incomplete, reports for management use and for use in
 
DFC analysis are 
rarely forthcoming. In some instances,
 
operating reports 
are two years behind schedule, and 
criterial information is not available at the DFCs themselves;
 
There is casual control of collateral documents, loan
 
recoveries 
 are not segregated, delinquencies are sometimes 
not aged, and no clear and definite procedures exist for 
collections.
 

While it might be expected that staffing and other 
administrative costs Would decline as 
a percentage of total
 
portfolio. This has 
always been the case. For example,
 
Belize in 1975 had Bz$5.6 million, with staff costs at
 
Bz$152,000. In 1976 portfolio to BzS8.3 million, while
 
administrative costs grew to Bz$257,000 a rise from 2.7%
 
to 3.1%. 

The DFCs frequently operate as though arms of the
 
government. In some instances final loan approval rests
 
with the Minister of Finance. The statues under which 
they were established made no provision for insulating them
 
from political powers and in fact facilitated such interference. 
It is note worthy that national commercial banks, formed 
with substantial government participation, but under the
 
"Companies Acts" are relatively free from undue government 
influence. 
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The most glaring examples of improvident governmental 
policy is the duplication of lending facilities in the *small
 
markets. 
 Two or more DFC type institutions have been 
established for housing, agriculture and industry. Various 
states thus segment markets which in their totality were 

already marginal. 

The inadequacy of operating margins is partially
 
attributable to high administrative on the expenditure side,
 
on the income side it is attributable to interest rate
 
limitations of the DFCs. 
Loans made with soft funds are 
held to an 8% interest rate to sub-borrowers, while 10% is 
permitted for hard funds. The limitations defeat the purpose 
of the soft lending internal agencies, which is to provide 
a greater spread to nascent institutions. It also flies 
in the face of good loan appraisal principles which recognize 
that if a project is calculated to succeed or fil on the
 
basis of a few interest points, the project 
is Lzacceptable,
 
- except, perhaps, for utilities. It flies in the face 
of the interests of the small bor cwcr,, who are r r'ely 
concerned with small variations i, irnt'cst, but instead 
are concerned with obtaL)ui.g fuzais not otherwise obtainable. 
More se-ious is the irLty thaL Lhose who seek to 
provide low cost funds to the sm..all. inssmer. in the 
Caribbean will create a situaticon v-,nr o ftnds will be 
available. The Institutions cc. it. delivery->. of un
realistically low cost credit ;ill be ir-reasinly weakened 
by success of such deliveries.
 

As noted above, the DFCs suffer from a wide range of 
deficiencies. However, the underlying weakness of the 
institutions stem from two factors.
 

(1) The limited capital
 

of the markets served, and 

(2) The relatively high costs of serving such
 

markets.
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The market already small have been rendered smaller 

for the DFCs by the limitations placed on their industrial 

loan ceilings and conditions. The DFCs can lend up to US$37,00, with the 

the approval of CDB up to $100,000, and only to borrowers with 

net a worth less than US$55,600, thus the successful can not 

qualify, and the others can not meet security requirements. 

The DFCs were in fact established to deal with the highest 

cost, highest risk lending in markets where no advantage
 

of scale could offset the inherent disadvantages of such 

lending. The average SIC/FIC loan made by DFCs was US$6,000
 

and a total of only about 400 loans were authorized during 

the period.
 

To further detract from market opportunities, the DFCs 

are in direct competition with established commercial banks, 

which, in 1977 carried industrial, and agricultural loans
 

portfolios of US$38.2 million. While it is true that the 

bulk of commercial bank credit is for short-term working 

capital, land acquisition, etc., the banks report that approxi

mately 35% of their total portfolios are long-term (i.e. five 

years or more). The commercial banks, due to their flexibility 

are in a position to siphon off the soundest long-term fixed 

capital loans, leaving to the DFCs those which do not meet 

their appraisal criteria.
 

The DFCs were established without any evidence of market 

analysis. The governments agreed to provide subventions to
 

cover losses, but these were predicated upon the assumption 

that such losses would occur during the early years of 

operation and eventually be urmecessary. In practice, the 

blank check subvention agreements have probably been, in part 

at least, counter-productive. With no financial constraints
 

placed on DFC Management performance criteria were not established. 

As losses mounted, governments were increasingly reluctant 

to make full subventions, in the hope that such withholdings 
would introduce a greater degree of good financial management
 

and cost reduction. Further, the degree of government involve

ment in the DFCs was given even greater impetus by the arrange
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ment, and with greater government involvement management was 
further weakened. 



ANNEX II - 3 

Rage I of lo 

CARIBBEAN INVESTMENT CORPORATION-

The Caribbean Investment Corporation (CIC) was established in 1973
 
by inter-governmental charter as 
a special financial institution,
 

for the purpose of promoting industrial development, including
 

agro-industry, tourism and integrated agricultural and industrial
 
complexes. The CIC headquarters was established in Castries, St. Lucia
 
in March, 1974, and continues to reside there. 
 The activities of
 
CIC are designed to facilitate the flow of financial 
resources from
 

the MDCs of the region of the LDCs.
 

It is empowered 
to: make equity investments in industrial enterprises
 

in the LDCs; guarantee suppliers credit; 
 provide technical assistance
 
in the preparation and analysis of projects; 
 and under a blanket clause,
 
perform all functions which it deems compatible with the objectives of
 

the institution.
 

The CIC is primarily a source of venture capital for those projects and
 
enterprises deemed, by CIC Management, to contribute to 
the economic and
 
industrial growth of the LDCs. 
 The CIC provides a complement to the
 
debt financing functions of the Caribbean Development Bank and its affili

ated DFCs.
 

Since its inception in 1973, the role of the CIC has changed from that
 
of a receiver of proposed projects to an active agent for creating

investment opportunities, by seeking out feasible projects, evaluating
 
them and promoting their implementation.
 

.../2 
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The share capital is authorized to the value-of US$5,770,000, with
 

an initial issue of US$1.9 million, with 82% (US$1.55 million) paid
 

up by the end of 1977, to be fully subscribed by year end 1983. The
 

private sector has subscribed up to 54% of its projected allotment as
 

of the end of year 1977.
 

Later that year equity capital was supplemented with borrowings from
 

two sources. The Caribbean Development Bank opened a Line of Credit
 

for US$1,260,000 in favour of CIC, for which approximately one half
 

(I)had been drawn down by the end of the year. The agreement contained
 

the following restrictions; no individual sub-loan can total more than
 

US$150,000; adequate provision must be made for bad debts; a reserve
 

fund will be established when net income turns positive. The loan is to
 

be repaid in forty (40) years on a semi-annual basis at a one half of 1%
 

interest service charge with the first payment due in 1980.
 

In November, the Corporation also signed a loan agreement with the Euro

pean Investment Bank for one (I) million European Units of Account to
 

be drawn upon as required to make equity and quasi- equity investments.
 

The repayment scheduled is conditional upon the profitability of projects,
 

the investments in using this fund. With a maximum period of twenty-five
 

(25) years, interest charges are 2% per annum with a four (4) year grace
 

period.
 

Manacement Structure
 

The shareholders are represented in the management of CIC by a Board of
 

Governors composed of, a government minister nominated by each of the
 

Member States, and four (4) governors representing the private sector
 

appointed by the Caribbean Association of Industry and Commerce (CAIC),
 

of which two (2) must be residents of the LDCs.
 

./3
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All the powers and functions of the Corporation, except those relating
 

to financial operations are vested in the Board of Governors. The
 

Board may delegate functions to the Board of Directors, except: matters
 

relating to membership, Capital Stock, Charter Amendments, remuneration
 

for Directors, disposition of profits from operation, and approval of
 

the Statement of Accounts.
 

The operation of the Corporation is controlled by a Board of Directors,
 

consisting of: 
 Four (4) Directors, appointed by each of the governments
 

of the MDCs, two 
(2) Directors appointed by the governments of the LDCs,
 

and four (4) Directors selected by the CIC 
, with the proviso that at
 

least two (2) be residents of the LDCs. 
Each of the Directors will hold
 

office for three (3) years and may be reappointed upon expiration of his
 

term. 
The Chairman is selected from among the representatives of the
 

LDCs; The Board of Directors which meets a minimu.: 
 four times a year,
 

has the final authority to: make operating decisions as regards the
 

disposition of CIC resources in investment loans and technical assistance,
 

control the financial operations of the Corporation in regard to borrow

ing, budgeting and of accounting and appointment of professional and
 

administrative staff.
 

As an Associate member of CARICOM, CIC participates actively in the work
 

of CARICOM, by staff representation on various CARICOM 
institutions;
 

standing committees, technical study groups, missions and special meet

ings. The Corporation was represented at meetings of the West Indies
 

Associated States (WISA) and East Caribbean Common Market (ECCM). 
 At the
 

local level the Corporation works with the DFCs of Member States in pro

ject identification, evaluation and financing. 
With this extended net

work of outside contacts, the Corporation is made sensitive to-local
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economic policies and developments. It cooperates with ECCH "Industrial
 

Allocation Scheme" of assigning responsibility for the establishment of
 

certain types of industries to a specific country by targeting its
 

investment funds for industries assigned to those States.
 

The duties of chief operating officer are performed by a General Manager,
 

He supervises a full time
located in the CIC main office of St. Lucia. 


The staff includes
staff of thirteen (13), exclusive of foreign advisors. 


Finance Officer, Accounting Officer 1, Accounting Officer Il, Librarian/
 

Research Assistant, Senior Secretary, Secretarial Staff (5) and Support
 

Staff <3).
 

Operations
 

Generally, all administrative support work is carried out by CARICOM
 

national staff, while all of the investment analysis, project 
monitoring
 

and evaluation and technical assistance work of the Corporation is per

formed by short-term consultants recruited and paid for by international
 

organisations.
 

CIC has utilized the services of two (2) UNDP/UNIDO experts as Financial
 

to assist companies who
Management Advisors whose principal duties are 


The advisors assist in
 have previously received CIC investment funds. 


implementing financial and accounting systems, monitor the 
firm's perform

ance, identify problem areas and introduce appropriate corrections 
as
 

necessary. The Corporation also has available, the services of an
 

industrial engineer for technical appraisal of new projects and 
production
 

systems and control procedures necessary for efficient operation 
of
 

Several important advisory posts are currently vacant,
selected firms. 


but support has been obtained from various international 
organizations
 

and should shortly be filled. These include: A Project Analyst, vho will
 

prepare and analyze investment loan applications and assist in the promo

./5 
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tion and negotiation of new industries, including joint venture schemes
 

with foreign partners; and An Economic/Marketing Studies Advisor who will
 

collect and compile data relevant to the economic and marketing conditions
 

(employment, production, etc.) in the LDCs, leading to decisions on the
 

direction and timing of investments by CIC.
 

Corporate investments in projects are based upon appraisals of the
 

fiiancial viability of the project; the ability of the project to contri

bute to industrial and economic development of the LDC, and the creation
 

of employment opportunities.
 

Before commiting funds in any particular project, the Corporation requires
 

that the conditions enumerated below are fulfilled:
 

(I) The owners of the (Proposed) enterprise must assume a fair share
 

of the risk by investing a significant portion of their resources;
 

(2) The (proposed) management must satisfy CIC that it is capable of
 

directing all the functions of the enterprise;
 

(3) Analysis must show that adequate markets and marketing arrangements
 

exist;
 

(4) Adequate proof of collateral exist, if required;
 

(5) The (proposed) enterprises be owned by nationals or of the LDCs,
 

or be joint ventures of the LDCs and KDCs of the CARICOM Region (if
 

the partner in non-CARICOM control preferably rests in the hands of
 

CAR1COM nationals).
 

(6) The enterprise is incorporated in an LDC.
 

A./
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CIC financing may be used for any of the following singly, or in
 
combination: 
Working Capital; 
Machinery and equipment acquisition;
 

Building, construction and Expansion of existing operations or 
 acqui

sition of existing enterprises.
 

CID will not as a normal policy make (non-convertible) loans. 
The
 
size of CIC permissable investment ranges from a low of US$7,500 to a
 
high of US$150,000 in any single enterprise and no more than 10% of its
 
own (CIC's) equity. 
 It is not allowed to acquire more *than one third
 

of the enterprise's total share capital. 
The main focus for CIC's
 
investment operations has been to support productive enterprises. 
To
 
this end an investment limit of 25% 
of CIC's total outstanding commit
ments has been placed on Tourism Projects. The repayment period will
 
vary according to the use to which the loan is 
to be put and cash flow
 
projections for the enterprise, but will usually not 
exceed ten (10)
 
years. 
 Interest rates charged are variable and based on 
such factors
 

as 
the degree of risk, form of financing, loan size and 
current cost of
 
capital. 
 CIC seeks adequate security through debentures, promissory
 

notes and mortages for its loan.
 

As a further safeguard, CIC normally reserves 
the right to nominate one
 
or more individuals for 
the Board of Di:ectors of the enterprise concerned.
 
Refinancing is 
a service not normally extended.
 

All decisions as 
to 
the provision of investment loans 
or guarantee funds
 
by CIC in any enterprise must be submitted and approved by the Corpora
tion's Board of Directors. 
A formal application in writing containing
 
the information on the following points is required: marketsurvey results;
 
cost estimates; 
 technical feasibility analysis; 
 sales projects; cash
 
flows, and other information bearing on 
the anticipated profitability of
 

./7
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the enterprise. 
The Board then weighs the application first on the
 

.basis of soud investment criteria and only after the project has
 

proven its viability will it be judged in terms of its economic develop

ment effect.
 

When assistance is required for the proper presentation of the above
 

material CIC will provide assistance for a small fee (prior to 1977 this
 

service was free of charge). CIC's formal letter of offer giving the
 

conditions under which dIC will participate in the enterprise must be
 

accepted within thirty (30) days. 
Upon approval of the application CIC
 

normally requires the right to nominate one or more directors for the
 

enterprise's board. 
 Upon acceptance CIC maintains a close relationship
 

with the enterprise b" requiring it 
to maintain records and accounts and
 

to submit periodic reports to CIC on 
its operations as well as allowing
 

visits by CIC personnel.
 

The CIC views its role as encouraging entrepreneurship in the LDC's by
 

supplying what is currently a scarce resource 
in the area, Venture
 

Capital. The primary concern of CIC is 
to provide those individuals
 

offering viable business proposals with a source of start-up funds in
 

the form of share capital. Once the new enterprise (or expansion) has
 

established its ongoing profitability and when market for sale of its
 

shares is sufficiently strong, CIC will attempt 
to turn over its invest

ment 
to provide funds for new projects. As of this date none of CIC's
 

equity investments have presented an opportunity for sale on the open
 

market as only one company has reached a point where it has paid dividends
 

(total value US$5,300 in the year 1976). 
 In 1977 CIC authorized
 

twenty separate equity investments totalling US$895,000 and averaging
 

US$45,000 per investment. Twelve convertible loan commitments were made,
 

valued at US$303,000. Disbursements averaged 69.5Z of authorizations
 

.1
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with equity at 75Z, and convertible loans at 652., 
Ten out of the
 

total of twenty-seven enterprises receiving PIC funding utilized more
 

than one type of investment instrument; the majority being combina

tions of equity and convertible loan financing. This represents an
 

average authorization per firm of US$46,800. 
By industrial activity,
 

this enterprise average breaks down as 
follows:- Industry - US$35,000,
 

Agro-Industry - US$71,000 and Tourism - US$52,000.
 

Of total net investments authorized, the concentration of CIC resources
 

in 1976 are as follows:-


Z of Z of 
Total-Investment. No. of 

Sector of Projects Projects 

Industry 49% 63% 

Agro-Industry 39% 26% 

Tourism 12% 11% 

100% 100% 

The CIC resources by value are fairly evenly distributed among the
 

Leeward and Winward Islands. St. Lucia, however, has received almost
 

double the investments of any other LDC. An examination of US dollar
 

investment per capita by CIC, the Leeward Islands received from three
 

to six times more financing than the other LDCs. 
 There is no relation

ship in either of the above measures of CIC investment flow with the per
 

capita GNP of the CARICOM LDCs.
 

Performance and Prospects
 

The CIC has reported losses for all years since it began operations,
 

with the exception in 1975 when it registered a small profit as the result
 

of a foreign exchange gain. 
The plan for attainment of self-sufficiency
 

called for the investment Gf its equity in fixed income securities,.
 

while using soft funds from CDB loans to purchase equity in Caribbean Industry.
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Projections of earnings from b6th uses of funds have been seriously
 

overestimated; return on fixed investments was lower than expected
 

due to the lower return prevalent in the Caribbean vis-a-vis world
 

markets. The return of equity investments and loans was far below
 

expectations due to disappointing performance of the companies in
 

which it had purchased equity positions. Income expenditure figures
 

for 1976-1978 are as follows:-


Income Expenditure
 
Projected Actual Projected Actual
 

1976 246,000 206,000 245,000 (33,000) 291,000 (40,000)
 

1977 383,000 226,000 268,000 (53,000) 552,000 (210,000)
 

1978 503,000 445,000 338,000 (75,000) 366,000 ( 22,000)
 

Net Income
 

Projected Actual Shortfall
$ -v $ 
1976 1 85,000 loss 86,000
 

1977 115,000 326,000 loss 441,000
 

1978 165,000 79,000 profit 86,000
 

The performance of the Corporation has raised serious doubts in respect
 

to its viability and the adequacy of its management, management structure,
 

and operations procedures. Of particular concern is the apparent lack
 

of an effective project appraisal system. 
The future of the Corporation
 

is now being assessed by appropriate authorities.
 

The imposition of additional responsibilities on an agency which is already
 

having operating difficulties would normally seem unwarranted. However,
 

in this case the additional responsibilities would not involve additional
 

outlays, thus imposingno new financial 6urdens on the Corporation. The
 

nature of the new responsibilities (a) Coordination of investment promotion
 

.. 110 .. 
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aRnd (b) Coordination of Technical Assistance to.small enterprise, will
 

provide a new source of investment possibilities for the Corporation.
 

In general, these possibilities which will arise in part from the pro

motion of joint-ventures between the CIC., foreign investors and local
 

investors should provide more secure and more profitable avenues for CIC,
 

than was formerly the case.
 

In as much as the CIC's future is clouded the activities should be so
 

designed as to permit transfer to other regional entities, should that
 

become necessary.
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Implementation Plan - Technology Information Unit
 

Creating and operating the proposed TIU and TRF will involve:
 
recruitment, establishing the Advisory Committee, training, tech
nical assistance, operations and research projects.
 

The following plan is designed as a set of flexible guideposts,
 
to be modified as circumstances and future judgements dictate. The
 
plan is summarized in a flow chart at the end of this section.
 

When the TIU and TRF are approved, the CDB management should
 
decide where to locate the TIU in the Bank organization. Until
 
the TIU Head is recruited and the Advisory Committee selected and
 
convened, the TIU's Division Director would be required to initiate
 
the first steps.
 

Recruitment
 

The most important first step will be to recruit a suitable
 
TIU Head.
 

If it appears that the recruitment process will take a long
 
time, plans should be made to substitute a short-term appointment
 
of an Interim Head from within the Bank, or from another Caribbean
 
organization, or from an outside technical assistant organization.
 

The initial Information Specialist would probably come from the
 
existing CDB staff.
 

The timing of these events will depend to a large extent on
 
where and when the desired talents can be found. One Information
 
Specialist, one Librarian, and one Secretary could be recruited
 
early in the first year and that the two other Information Spec
ialists and the second Librarian would start at the end of the first
 
year or the beginning of the second.
 

Advisory Committee
 

Another early step in establishing the TIU would be to select
 
and convene the Advisory Committee.
 

Training
 

Staff training would be focused on two main areas:
 

- the operation of information systems, including hardware
 
and procedures; and
 

- the substantive technical information itself - where to
 
locate it and how to apply it.
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This training is best acquired, for a variety of reasons, at
 
the sources of information. Although some of these are located
 
in the Caribbean, many are outside.
 

Technical Assistance
 

Over the initial three years of TIU operations, an estimated
 
nine man-months of technical assistance may be required. This
 
assistance would be heaviest in the early month and would focus
 
on initial problems of organization and management. In addition,
 
during this critical formative period, there will be problems of
 
staff selection and training (including some training outside of
 
the region), that will increase management problems, while reducing
 
staff availability to do productive work.
 

If substantial delays are encountered in obtaining the services
 
of a suitable TIU Manager, additional technical assistance may be
 
required to cover this gap. On the other hand, if a first-rate
 
manager is avialable, and depending on the nature of further CDB
 
loan and research projects, short term specialists may be required
 
tu assist Bank staff in providing technical information and evalua
tion.
 

Operations
 

The TIU Head should take care to see that the existing services
 
are not disrupted for more than a brief period as the expanded TIU
 
program is put into action.
 

The most critical first step will be to decide the method of
 
cataloging data and handling requests. Once this is done, there
 
will be a period of reorganizing the present system into the new
 
system.
 

Space and equipment will be required from the beginning of the
 
TIU's operation.
 

Another early requirement will be to prepare a concise, one-or
two page description of the proposed TIU operation.
 

This description should be reviewed by the Advisory Committee
 
every six months for the first year of operation and annually there
after.
 

Contracts with outside information resources should be made
 
as soon as possible after the TIU is approved and the above des
cription prepared.
 

Following these initial steps, the normal TIU operations would
 
include: operating the information system, reviewing projects,
 
coordinating information with outside organizations, publishing
 
newsletter, arranging meetings and conferences and preparing re
search projects.
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Information System
 

The responsibility to select, acquire, retrieve, interpret and
 
disseminate technical information.
 

Project Review
 

On all CDB projects,, the TIU would be available to assist the
 
loan Officers to obtain and evaluate needed technical information.
 
On those projects involving and expected investment exceeding

$5000 per job created, the head of the TIU would participate in
 
the Project Team's "technical study, including consideration of

alternatives" specified in the CDB Policies and Procedures Manual
 
paragraph 327.2.11.5 (b). If the Project Team did not concur with
 
the TIU on a proposed alternative technical approach, the TIU al
ternative suggestions and supporting arguments could be raised
 
with the Loan Committee concurrently with the loan proposal.
 

Newsletter
 

To assist in coordinating and disscminating technical information,

the TIU should publish a small newsletter on a monthly basis, des
cribing selected technical items of specific interest to Caribbean
 
develapment, including:
 

- research projects, both in and outside the region,
 

- new proJuct developments, particularly those suitable for
 
small-szale appiications,
 

- publications,
 

-
 profiles of Caribbean information and research organizations,
 
and
 

-
 regional meetings and conferences.
 

The newsletter would exchange information among cooperating

institutions, inform outside organizations of relevant developments,

reduce duplication of effort, and focus on areas needing further
 
work. Other organizations, such as 
CARDI, would be invited to make
 
regular contributions in their areas of interest.
 

The newslette 
would contain address information so that in
terested readers could order listed publications or new product

details directly from the source.
 

The newsletter would be distributed to DFC's, educational in
stitutions, engineering firms, agricultural organizations, research
 
centers, and professional organizations, among others. Interested
 
organizations outside the Caribbean would be furnished copies on a

reciprocal basis for a fee. 
Within the Caribbean, and within the
 
newsletter's budget, designated development organization would
 
receive free copies, and others would pay a nominal fee.
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Meetings and Conferences
 

In his role as irformation coordinator and action stimulator,
 
the head of the TIU should confer periodically with various de
velopment research and information organizations in the Caribbean.
 
If it appears from these contacts that a meeting of selected
 
specialists would help clarify and define specific development

research needs, the TIU could assist in organizing such meetings.
 

(As illustration, TIU might work with the U.S. National Academy

of Sciences to organize a meeting of tropical hardwood specialists,
 
the U.S. Forest Products Laboratory, woodworking machinery experts,

and wood marketing specialists to define the research needed to
 
permit a wider demand for utilization of the plentiful Dominican
 
gommier tree).
 

Research
 

A Technology Research Fund (TRF) will be established in the
 
CDB with an estimated funding requirement of $1,000,000 for the
 
first three years of operation. The TIU would prepare project

proposals for funding by the TRF and for execution by selected
 
outside research institutions.
 

The TIU would prepare project proposals for funding by the
 
TRF and for execution by selected outside research institutions.
 
These proposals would be coordinated and reviewed with the appro
priate operating division (industry, Agriculture or Technical),
 
and with CDB Management.
 

For each of these proposed projects, the TIU would conduct a
 
preliminary literature search to establish what is already known
 
and available. In cooperation with the appropriate CDB project

division (Industry, Agriculture, or Technical), the TIU would
 
prepare a detailed research program, defining institutions to be
 
involved, project goals, a project research plan, a schedule, and
 
a budget.
 



Annex 114-a 
Page 5 of 11 

INFORMATION SOURCES
 

Following is a partial list of information sources that should be
 

contacted by the TIU. 
Some of these sources supply information
 

generated by themselves. In most cases they publish bibliographies,
 

reprints, or other references to information that originated elsewhere.
 

Thus, the listed sources are connected by referral to many thousands of
 

original information sources.
 

The TIU should be on the mailing lists of all of these organizations
 

and should selectively receive the publications of many of them. The
 

TIU should make personal contact with some of these organizations to
 

insure the most productive mutual information exchanges. In addition
 

to the organizations listed, most of which are international,
 

governmental, or voluntary organizations, the TIU should be on the
 

mailing lists of publishers specializing in relevant technical
 

information, including both private publishers and university presses.
 

The CDB is already in regular contact with some of these sources,
 

occasional contact with some, and has had no contact with some. 
 Those
 

organizations contacted in the course of this study are 
indicated by an
 

asteris c (*). 

There are over a hundred other organizations that could be involved.
 

However, many of these are linked, in 
one way or another, with one of
 

the organizations listed. For example, the Small Enterprises National
 

Documentation Centre (SENDOC) in India, which is listed, collects
 

information from a broad range of Indian sources, many of which are not
 

listed. On the other hand, there are many organizations that are
 



Annex II 4-a
 
Page 6 of 11
 

basically consumers and distributors of technical information, but have
 

little or no usefulness as sources of information. These have been
 

generally omitted.
 

The list below should be periodically reviewed by the TIU to add new
 

names and drop those that do not prove useful. In some cases, TIU's
 

contact should be transferred to another specialized organization, such
 

as CARIRI.
 

The order of listing below does not necessarily relate to the order of
 

importance to the TIU.
 

General
 

International Development Research Centre - Canada
 

* National Technical Information Service - United States 

INFOTEC - Mexico 

* World Bank - United States 

United Nations Development Program - United States
 

Centre for Research and Development in Housing, Planning and
 

Building - Ghana
 

" Society for International Development, Development Reference
 

Service - France
 

* Board on Science and Technology for International Development -

United States 
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* Agency for Internatioial Development, Office of Science and 

Technology - United States 

International Labour Organization - Switzerland (studies on labor

intensive construction, especially roads) 

Institute for Development & Research - Denmark 

Commonwealth Science Council - Great Britain 

Swedish Agency for Research Corporation with Developing Countries -

Sweden 

North-South Center for Technical and Cultural Exchange - Puerto 
Rico) 

National Scientific Advisory Council - Trinidad
 

Scientific Research Council - Jamaica (and similar councils in other
 

countries)
 

COLCIENCAS - Colombia
 

Industrial Information
 

* Caribbean Industrial Research Institute - Trinidad 

INPADCC - Austria (patent information)
 

International Ferrocement Information Center - Bangkok
 

United Nations Industrial Development Organization - Austria
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Georgia Institute of Technology - United States 
(aid to small
 

industry)
 

Japan Consulting Institute 
- Japan (small scale industry profiles,
 

equipment and processes)
 

International Associates of Crafts and Small and Medium-sized
 

Enterprises 
- Switzerland
 

National Research Council, Technical Information Service 
- Canada
 

Pakistan Council of Scientific and Industrial Research Laboratories 
-
Pakistan
 

Small Enterprises National Documentation Centre 
- India
 

Applied Scientific Research Corporation -
Thailand
 

Technology Consultency Centre 
- Ghana
 

University of the West Indies, Department of Engineering -
 Trinidad
 

Energy
 

Smithsonian Science Information Exchange 
- United States
 

Geothermal Resources Council 
- United States
 

U.S. Department of Energy 
- United States
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Agriculture and Agro-Industry
 

* Caribbean Agricultural Research and Development Institute - Trinidad
 

* WINBAN Research Centre - St. Lucia
 

* Produce Chemists Laboratories - various Caribbean countries
 

University of the West Indies, Department of Agriculture - Trinidad
 

Tropical Products Institute - Great Britain
 

International Crops Research Institute for the Semi-Arid Tropics 
-


India
 

International Rice Research Institute 
- Philippines
 

Compagnie Internationale de Developpement Rural 
- France 

(information on small-scale agro-industry)
 

Instituto Interamericano de Ciencias Agricolas 
- Costa Rica
 

Jamaica Banana Board - Jamaica
 

National College of Agricultural Engineering 
- Great Britain
 

International Plant Protection Center - United States
 

International Center for Tropical Agriculture 
- Colombia
 

International Institute of Tropical Agriculture 
- Nigeria
 

Foreign Agriculture Service 
- United States
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Food and Agriculture Organizations - Italy
 

Action for Food Production - India
 

Centre d'Etudes et d'Experimentation du Machinisme Agricole
 

Tropical 
- France
 

National Institute of Agricultural Engineering 
- Great Britain 

Tanzania Agricultural Machinery Testing Unit - Tanzania
 

Centre International pour le Developpement Agricole 
- France
 

Appropriate (Intermediate) Technology
 

* Volunteers in Technical Assistance 
- United States
 

* Intermediate Technology Development Group - Great Britain
 

Brace Research Institute - Canada
 

* Technische Ontwikkeling Ontwikkelings Landen 
- Netherlands
 

Minimum Cost Housing Group 
- Canada
 

Volunteers in Asia 
- United States
 

* Appropriate Technology International - United States
 

Groupe de Recherches sur les Technolcgies Approprieew. -
France
 

Indian Institute of Science 
- India
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Centro de Estudios Meso Americanos para la Technologia Appropriada 
-
Guatemala
 

Schweizersche Vereinigung fur Mittlere Technologie - Switzerland
 

Schweizersche Arbeitsgemeinschaff fur Alternative Technologie 
-

Switzerland
 

* National Center for Appropriate Technology 
- United States
 

Indian Institute of Technology, Appropriate Technology Unit 
- India
 

Auma Research and Development Facility 
- India
 

Gandhian Institute of Studies 
- India
 

Technology and Development Institute, East-West Center 
- United States
 

Instituto de Investigaciones Technologicas 
- Colombia
 

Asian Institute of Technology - Thailand
 

Regional Adaptive Technology Center 
- Philippines
 

Appropriate Technology Development Organization 
- Pakistan
 

Development Technology Center 
- Indonesia
 

Planning Research and Action Institute - India
 

Commonwealth Scientific and Industrial Research Organization 
-
Australia
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IMPLEMENTATION PLAN: 
 Lending Institution Improvement
 

The DFC Program
 

Complete arrangements with participating DFC's for initial planning (1 month)
 
1. CDB management and staff propose general program to DFC management
and Government authorities in St. Lucia, St. Vincent and other LDC's and
secure their agreement 
to analyze restructuring possibilities.
 

2. 
 Preliminary restructuring and operational design (4 months)
 

DFC, Government and CDB personnel with AID technical assistance will prepare
analysis and restructuring design of the DFC's in St. Lucia and St. Vincent.
Reports and recommendations submitted to DFC's and to CDB.
 
3. 	 Neqotiations conducted htwpen CDB manaqement, Government and DFC authoritief
for program formulation and nature of commitments to be fixed (I month)
 

The parties would make detailed arrangements fcr assistance to the
DFC's and agree to the temns and conditions under which such assistance
will be given. Resources would be allocated to the effort by the CDB and
 
DFC.
 

4. 
 Recruitment of additional personnel for Loan Supervision Unit (I month)
 

Two specialists, a bank training officer and
officer. a bank administration
These will be assigned to carry out major elements of assistance
 
to DFC's.
 

5. 	 Restructuring Process carried out 
(10months)
 

Organizational adjustments would be completed, procedure changes
instituted, legal requirements met, personrel qualifications and performance levels 
set. Initiation of nev lending practices and policies
would 
commence and DFC's would divest their non-banking 
functions.
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Implementation Plan: Investment Promotion Activity
 

1. The investment promotion activity will be divided into two
 
program elements. (1) identification of foreign firms which would
 

have interest in establishing LDC operation; and identification of
 

foreign buyers of products competitively producible in the LDCs;
 

and (2) the elaboration of responsiveness of the LDCs. The first
 

will be carried out primarily by consultants while training C.I.C.
 

and LDC personnel. The second will be carried out primarily by
 

C.I.C. and LDC personnel with the involvement of consultants. The
 
following is illustrative of the possible program.
 

1. 	 To be carried out abroad - Identification of Far
 

Eastern Products subject to sharp price rises over
 
past few years (month one and two four and six,
 
eight and ten and twelve and fourteen.)
 

This will be carried out by consulting a market economist
 
periodically over a period of a year and a half for a total of about
 

eight person months. A wide range of import statistics will 1e re
viewed along with customs reports, trade publications and periodicals
 
will furnish supplemental information.
 

2. 	 Identification of Foreign Owned Firms Producing Articles
 
Singled out in preceding activity (month one to month
 
eighteen)
 

Data will be examined from foreign registeries, trade
 
journals, government reporting agencies, trade associations.
 
Interviews will be held with leaders in the appropriate industrial
 
fields and with accounting and consulting firms operating in
 
appropriate fields of speciality.
 

3. 	 Evaluation of the Firms Identified (month two to month
 
eighteen)
 

Consultants will procure data from appropriate official and
 
non-official sources, on company operations, problems, key personnel,
 
markets overseas experience etc. The data will be analyzed and
 
utilized to prepare an effective approach to the company.
 

4. 	 Contact with Potential Investors (month two to month
 
eighteen)
 

Upon completion of activities described in activity 4.
 
the representative of the CIC and LDC investment promotion agencies
 
will, by mail and phone and personal visits make contact with and
 
present the advantages of location in the LDC. Information will be
 
presented in detail, and offers to assist in feasibility work will
 
be made. Costs profiles will be utilized and dialogue established.
 
This 	will be followed up with a series of renewed contacts, new
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information and assistance to 
the key officers of the firm in

presenting the possibility of a move to an LDC to the Board of

Directors and others. Invitations should be extended to 
the
 
chief operating officers and to key technical personnel to
 
assist the LDCs under consideration.
 

5. 	 Identification and Contact with Foreign Buyers of
 
Products which could be prepared in the LDCs
 

This exercise will parallel the preceeding activity.

However, approaches will be made to buyers immediately after

identification is made; and information derived from the contact
 
will 	be communicated to the CIC for dissemination.
 

6. 	Training Outside the Caribbean
 

Early in the first six months of the project two CIC

Officers will receive training in the following: analyses of U.S.

import data, familiarization with and use of trade statistics,

trade publications etc., 
Far Eastern source data, company analyses

techniques, and data sources for such analyses. 
 In addition, the

officers will participate in actual product analysis., company

analyses, preparation for and participation in company contacts,

discussions, evaluations, and subsequent negotiations with manage
ment 	of "identified" firms. 
 Training will be given in reporting

to the "home" investment promotion units, and 
in preparing both

the "home" IPU and managers of potential investment entities for
 
continued negotiations on the LDCs.
 

7. 	 Technical Assistance Abroad
 

Technical assistance abroad will consist of direction and
participation in identification of potential "migrant" firms opera
ting in the Far East through product and production analysis. 
 The

TCA team will include a Market Economist, two contact officers, and
 
an industrial Dromotion specialist. 
During the course of carrying

out the program the team will train CIC and LDC personnel in al]

techniques and procedures. 
This 	will be done in informal seminars
 
and on-the-job training. 
The LDC personnel will "manage" a source
 
from point of identification to assistance in their country of
 
origin.
 

8. 	 To be carried out in the LDCs 
- Development of LDC
 
Data Base (month one to month five)
 

Concurrently with the activities being undertaken abroad,
investment promotion agencies assisted by CIC personnel and con
sultant will prepare economic, business, fiscal, governmental and

administrative information of relevance to prospective foreign in
vestors.
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9. Operating Understanding Between the Investment Promotion
Agencies and all Appropriate Agencies of Government
 
(3 months).
 

The Director of the participating investment promotion
agencies will in order to insure the appropriate compliance with

all legal and administrative practices of the LDC Governmental
agencies, enter into agreement with each agency. 
These agreements

would detail the formal and informal methods of compliance and

would serve as a reliable guideline for potential investors.
 

10. Assistance to Investors (month three to month eighteen)
 

The investment promotion agency with the assistance of the
CIC and consultants prepare a standard system of investor assistance.
Tae system would cover all informational and guidance needs of investors from the day they are first approached by LDC representatives until they are fully operational for an extended period.
 

11. Training in LDCs (month one 
to month twelve)
 

Training will be provided by a CIC provided consultant.
It will consist of on-job-training in data collecting, analysis

and presentation.
 

Industrial Development Agency staff will be exposed to 
the
theory and practice of locational analysis, business philosophy and
practice. 
These will be the basis for specific components of the
development of a response mechanism, which will provide persuasive
information to potential investors and an 
assistance package to
those investors who decide to locate on one of the LDCs.
 

12. Technical Assistance in LDCs (month one to month twelve)
 

A consultant will spend one year working with the industrial promotion agencies in St. 
Lucia, St. Vincent and Antigua. He
will advise and participate in data collection and analysis, development of presentation documents, investor assistance packages and
 
governmental procedural adjustments.
 

During his 
term he will train specialists in preparation

for these activities and in carrying them out. 
 Ile is expected to
 
leave behind a standard response mechanism.
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Investor Location Procedures and Export Operation Procedures
 

Investor location procedures are predicated upon the now
 
established knowledge that subsidiaries of U.S. firms located
 
in the Far East, notably Japan, Taiwan, Formosa, Malayasia and
 
Indonesia are undergoing cost pressures of sufficient magnitude
 
to cause them to seek new operational locations. Similarly,
 
suppliers to the U.S., European and Latin American markets,
 
domiciled in the Far East are losing their competitive advantage
 
and new sources of supplies are being sought. The communist
 
nations of Eastern Europe are beginning to replace Far Eastern
 
suppliers, but there is considerable scope for new entrants.
 

Investor identification is carried out by (a) identifying
 
products imported from the Far East which are undergoing strong
 
upward price movement; (b) identifying the firms producing those
 
items in the Far East and out major buyers of those products in
 
the U.S., Venezuela and Europe.
 

This is done by analyzing U.S. Government import statistics,
 
primarily published documents of the U.S. Bureau of the Census
 
including FT-135 U.S. Foreign Trade, Importers, Commodity by
 
Country, month and year, and FT-24b U.S. reports for consumption
 
and General Imports and Commodities by Country of Origin. From
 
this, lists of major product lines which are undergoing upward
 
price shifts and for which shifts in supply sources are in evidence
 
will be selected.
 

The lists provide the basic data for further analysis. This
 
would include, at various levels of intensity, review and analysis
 
of selected customs forms, when available. Trade directories and
 
trade association data will be utilized in this phase to narrow
 
down the lists of importers/buyers to those appearing to be most
 
likely to be interested in securing new sources of supply in the
 
Caribbean. Also lists of U.S. firms producing in the Far East
 
will be compiled and related to the products identified.
 

From this procedure specific "highly likely" buyers will be
 
found for products suitable for products in the LDCs. Also
 
"highly likely" firms will be identified for possible migration
 
to the LDCs.
 

A response mechanism will be initiated with the C.I.C. and
 
participating LDCs to enable them to present the concrete advan
tage of a Caribbean location as a solution to the problems of
 
the firms identified. This involves the preparation of detailed
 
economic, business, tax, transportation, fiscal and manpower data.
 
Equally essential will be the specific and detailed arrangement
 
made with all government bodies to assure effective, rapid and
 
complete accommodation ot the reasonable needs of the firms iden
tified.
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The mechanism will provide for methods of determining the
quality of its firm, its problems and perspectives. After which

initial approaches will be made by C.I.C. personnel or their
 
representatives to the "highly likely" firms.
 

Standard procedures for step by step, namely of the firm
will be established to familizirize them with the LDCs possibili
ties, to carry out studies and evaluations, to assist them in
incorporation in the LDCs applying for incentive benefits, ob
taining credit and equity partners, and providing "good offices"
 
during the start-up and operational phases.
 

The bulk of the actual identification will be carried out

through T.A. which will also be utilized to assist the LDCs in
developing and implementing the.response mechanism. 
C.I.C. and

LDC personnel will assist with all phases and will receive indoctrination, training and supervision expansion by technical
 
assistance personnel.
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IMPLEMEATION PLAN: 
 Small Industry Assistance
 

A. Personnel Recruitment
 

The first activity of the Director, CDB's Industry Division
will be to establish the scopes of work and begin advertisement
for technical consultants familiar with business management generally
and industry and commerce within the region in particular. 
The
Peace Corps will be requested to assist by providing business administration volunteers with sufficient lead time to allow them to arrive
shortly after the 3.5 months recruitment period.
 

B. Survey
 

The CDB will use their established contacts within the various
LDC Governments to 
 olicit permission and support for an establishment survey of small enterprise. 
 The survey will produce, determine
the magnitude and characteristics of the small enterprise comunities in each of the eight (8) LDC's. This information will be
used by the CDB in policy and procedure formulation and training
program development and by other institutions participating in the
project it will be made available to regional institutions and
 
governments.
 

The Technical "onsultant will prepare the preliminary survey package with interview manual and draft questionaire. 
Thic
material will be used during the survey training session, lasting
approximately one 
(1)month. 
The Technical Consultant, CDB staff
member, PCV "Team" will then leave for their assigned survey site
to organize the resources necessary to perform the survey. 
The
Technical Consultant will travel almost continually between the LDC's
to assist in the survey. Upon completion, he will organize the raw
data, and together with the Director, analyze and advise concerning
the indicated administrative and operational procedures. 
 The
surveys themselves will last approximately (6)months in
total, with report preparation time of one 
(1) month for a total
survey related time, including design and planning of ten (10)

months.
 

Technical Assistance - (Month 2 to Month 14)
 

The consultant will assist the Director in 
the preparation
of a short term Program Development Plan designed to initiate
Technical Assistance service in all eight (8) LDC's. 
 The Plan will
include a schedule of methods of obtaining inforr:ation required to
design the program and a framework for the operational and adminis
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trative structure. It will include preparatory steps for obtaining
 
permission to open field offices, and a schedule for establishing
 
formal relationship with participating institutions, and associations
 
and a system for collecting and disseminating information of con
cern to the program and participating institutions.
 

The consultant will be responsible for the design and imple
mentation of an establishment survey of industry in the eight (8)
 
LDC's.
 

1. 	 Name, activity location, age etc. of establishment;
 

2. 	Ownership pattern;
 

3. 	 Capital investment, amount, source, end use etc.;
 

4. 	Working Capital, amount adequacy etc.;
 

5. 	Fixed assets, value, age etc.;
 

6. 	Use of credit facilities, value of liabilities, source
 
perceived access to credit, need, etc.;
 

7. 	Employment: skills inventory wage and salary profile,
 
turnover etc.;
 

8. 	Production, capacity utilization, technology level,
 
processes used, etc.;
 

9. 	 Raw materials, source, linkage, costs, etc.;
 

10. 	 Sales, value, market etc.;
 

11. 	 Use of Technical Assistance, source date, characteristics;
 

12. 	 Plans, expansion, marketing, etc.;
 

13. 	 Perception of small enterprise problems;
 

14. 	 For informal industry, household skill inventory, time
 

available for cottage industry.
 

The 	Consultant will research available data to set the pari
meters for the scope of the survey and financial and personnel resource
 
needs and resource allocations required to conduct the survey. He
 
will prepare a draft questionaire to be submitted to the institutions
 
who will be using the data obtained. The Consultant will then pre
pare a tabulation Plan for collecting the raw data.
 



ANNEX II 4-d
Page 3 of 12
 

As the surveys conclude, the consultant will receive the
raw data for tabulation. He will analyze the data and in collaboration with the Director, will reach conclusions concerning the
structure, operations and resources appropriate for a program of
small enterprise technical assistance in the LDC's. 
The raw data
will be made available to other institutions such as the CDB for
their own use. This information will be used to allocate resources
and develop program policies and procedures, and as input for the
design of a program of small enterprise counselling accurately reflecting the conditions in the small enterprise comunity. 
The
Peace Corp Volunteer will work closely with the training contractor
to develop the methodology and curriculum for the training program.
 

The PCV will remain with the Program for two years to
assist in any modifications which need to be made in the administra
tion or operations of the program, as problem areas develop.
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Small Enterprise Technical Assistance Program
 

Months
 

5 6 7 8 9 10 11 12
PERSONAL RECRUITMENT 1 2 3 4 


Technical Consultant
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SURVEY
 

Arrange permission with
 
Governments
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with Local Entities
 
Plan survey
 
Train teams in Survey
 
Conduct Survey
 

Analyze Data
 

TECHNICAL ASSISTANCE
 

Start up Operations
 
Survey
 

Training
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Existing Technical Assistance Programs
 

1. Caribbean DeveloDment Bank
 

a. Current Program
 

The Bank has been providing technical assistance
 
to its member countries on a limited basis as staff time per
mits. It is estimated that about 30% of staff time is spent 
on project preparation with additional time spent on other
 
forms of technical assistance. The following activities were
 

undertaken in CY 77.
 

The Bank provided ad hoc assistance in national and 
sectoral planning to both its LDC and MDC members. An officer 
from the Bank assisted the Government of St. Lucia in the 
compilation of National Accounts for that Country. 
In addition,
 
the Bank devoted considerable time to reviewing the structure
 
and functioning of the DFCs in the LDCs, with the aim of making 
recommendations to 
enhance the viability of these institutions.
 
The Bank undertook a field study with technical assistance from 
the Commonwealth Fund for Technical Cooperation and participated
 
in a seminar organized by the East Caribbean Common Market Sec
retariat to determine the feasibility of establishing Export 
Credit Insurance and Export Finance Guarantee Facilities,
 
especially for the LDC members of the Bank. 
In addition,
 
the Bank seconded its Export Credit Insurance Consultant to
 
the Central Bank of Barbados to help estaL.ish export credit 
insurance and guarantee facilities for Barbados.
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tree crops. An officer was made available to the Guyana
 

Agricultural Cooperative Development Bank to deliver a course
 

on e project preparation and supervnsion. A study and advice
 

was provided to the Government of St. Lucia on the re-develop

ment of valley lands, as well as a study of national agricul

tural marketing requirements. Assistance is being given to
 

the national agricultural extension services and agricultural
 

banks of borrowing member countries in staff training to
 

promote the use of short-term production credit. In this
 

regard, two workshops were held in St. Lucia and Antigua,
 

and the program is scheduled to continue in other Member
 

States.
 

Assistance was given to the FAO to study tanning opera

tions in Montserrat and to advise on sites in the Lesser
 

Antilles for a small scale fisheries. Help was provided to a
 

USAID Mission appointed to examine possible increased US in

volvement in agricultural development in the Region. Technical
 

assistance in curriculum development, extension training courses
 

and external examinations was given to the Faculty of Agriculture
 

of the U.W.I. Two officers of thE Bank served on the Board of
 

the Caribbean Agricultural Research and Development Institute.
 

The Director of the Agriculture Division served as a member of
 

the National Council on Science and Technology in Barbados, and
 

was appointed on a Commonwealth Advisory Group on Food Produc

tion and Rural Development.
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An officer of the Industry Division served on a CARICOM
 
Working Party of Officials on Export Promotion Strategy. 
 In
dustry officers worked with a team of World Bank experts which
 
visited Jamaica in connection with the preparation of an ex
tensive small industry program. 
The Bank hosted a meeting of
 
a Committee of Regional Officials to 
draft the operating
 
principles for a Regional Industrial Programming Scheme. The
 
Director of the Industry Division participated in several
 
meetings during the year in connection with the proposed in
dustrial programming scheme and served 
as a member of the
 
National Council on Science and Technology in Barbados and
 
on the Group of Commonwealth Experts on Industrial Develop
ment. 

An officer in the Technical Division continued to serve 
on the Committee working on the Environmental Health Strategy 
for the Caribbean Community. A Workshop was organised by the 
Division. A meeting was held with Regional Consultants engaged 
on CDB financed projects, and agreement was reached on guide
lines for project inspection by consultants. The Director Qf
 
the Technical Division continued to serve as Secretary-General 
of the Caribbean Council of Engineering Orgainzations (CCEO),
 
as Chairman of the Engineers' Registration Board in Barbados, 
and as a member of the Advisory Board of the Institute of 
Development Studies, University of Guyana, principally con
cerned with a program on the Development and Adaptation of
 
Technology for the Caribbean Region.
 

Pre-investment studies for various projects were under
taken in the LDCs and MDCs. In Antigua, the Bank financed a 
soil survey of an area to determine suitability for cropping;
 
in Belize, a study for a convention hotel and for expansion 
of electrical service; 
 in Dominica an engineering study of road
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bridges; in St. Kitts-Nevis -Anguilla, a study on salt produc
tion; in Guyana, a clinker grinding and cement bagging feasi
bility study; in St. Vincent, a feasibility study of an ex
tension of a wharf and of a pilot plant for the production of 
coconut coir fibre products.
 

b. Funding Sources
 

The CDB has the following sources of funding for
 
technical assistance, apart from Bank staff, currently being
 
provided under various assistance agreements.
 

The Government of Colombia has permitted up to 5% of 
its contribution to the SDF ($500,000) for the financing on
 
a reimbursible or non-reimbursible basis appropriate training,
 
research programs and scholarships which tend to promote 
technical and economic cooperation between English and Spanish
speaking people in the Caribbean Region. This latter restric
tion, however, has effectively limited the amount of funding 
which can in fact be utilized. Approximately $482,000 remains
 
uncommitted as of May 31,1978. The program also provides 
technical assistance on a contingently recoverable basis to
 
the Regional Member States and Territories of the Bank which 
are not contributors to the Special Development Fund. The 
Agreement was signed in 1975 for a period of twenty-five (25)
 
years.
 

The Government of New Zealand has provided a grant of 
NZ$600,000 for the undertaking and commissioning of Pre-invest
ment Studies and Project Preparation and Appraisal. Fifty per
cent of goods and services financed must be procured in New
 
Zealand. At present two experts are on the staff of the CDB
 
doing project preparation and appraisal work in agriculture. 
The Project commenced in 1976 and some $153,000 remains un
committed as of May 31, 1978. 
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The Government of Verezuela has permitted up to 10%
of its contribution to the SDF ($1,000,O00o) to finance, on
 
a contingently recoverable basis, technical assistance to

the Regional Member States and Territories of the Bank which
 
are not contributors to the Special Funds Resources of the
 
CDB. Approximately $572,000 remains uncommitted as of May 31.
 

Under the CDB/IDB Loan Contract for a Pre-investment

Program, the IDB has provided the CDB with a loan of $500,000 
and a grant of $1,000,000. 
 The principal objective of the
 
Program is to improve the efficiency of the investment process

in members of CDB by increasing the supply of viable invest
ment alternatives. 
 The Program provides financing for high

priority general and specific pre-investment studies in the
 
public and private sectors in accordance with the development

priorities established by the CDB and its members. 
 This laon
 
was recently signed. Conditions precedent have been met and

disbursements initiated. The Bank has preliminarily programed

studies 
 for the full amount and two studies are being sub
mitted for Board approval in August.
 

2. Other Donor Technical Assistance
 

There are three major donors with relatively large

technical assistance programs in the Region, and several donors
 
with smaller but important programs. In addition, there are a
 
variety of governments and international agencies providing

small 
amounts of miscellaneous assistance. The largest tech
nical assistance program in the Region is that of the U.K.,
operating through the British Development Division (BDD) in
 
Barbados. 
The BDD provides assistance on both a regional and

.ational basis. 
On a regional basis the BDD has been providing 

a relatively large number of advisors in : (a) the fiscal and 
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budget area, including income tax, customs, social security,

Property tax, etc. 
 (b) agriculture, including crop production, reaserch, crop processing, economics, livestock development, etc. 
 (c) public works including roads, buildings, water,
quarrying, and more limited assistance in education and health.

In addition, the BDD administers a large scholarship program
for studies at the U.W.I. and in the U.K. 
 On a national basis
the BDD is providing long and short term advisors in 
a relatively

wide range of fields such as: 
tourism, public works, electrical
 
systems, water systems, roads, coast protection, agriculture,

livestock, crop production, public order, public administration,
 
customs, tax administration and cadasters.
 

The Canadian Government, working through CIDA, has 
a
substantial development assistance program in the Commonwealth
 
Caribbean. 
The program focuses on four priority areas of air
transport, potable water, primary and secondary education and
agriculture. 
A sizable technical assistance component, both
advisory services and training, is included in 
each of the areas.
Under the air transport sector, consulting engineering services
for the airport construction in the program is being provided

along with a variety of short term assistance in such items 
as
airport planning, airport management, airline management,
weather, etc. 
 Under water supply, consulting engineering services for the construction program and advisory services and
training to improve the operations and financial capacity of
the island water authorities are being provided. 
In education,

the program includes engineering consulting services and advisors in teacher training, vocational education, curriculum

development, and school administration. 
In addition, scholarships for teacher upgrading in Canada and the University of the
West Indies and of Guyana are 
being provided. 
In agriculture,
a variety of advisors are being provided in such areas as 
sugar
technology, coffee, animal sanitation, livestock, meat cutting,
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poultry and fisheries. 
 Fellowships in agricultural subjects
 
are also being provided in Canada and the University of the
 
West Indies. In addition to the above four areas of con
centration, miscellaneous technical assistance is also being
provided such as upgrading port authorities, telephone system 
management, etc. 
 Finally, CIDA funds a relatively large

scholarship program for LDC students in agriculture, education,
 
public works and business, hotel training, etc., 
to study in 
the University o' the West Indies and Canada. 

The UNDP provides a significant technical assistance 
program ($15.0 million from 1972-1976) to the Region on a sub
regional, national, (Windward and Leewards) and regional 
(CARICOM) basis. On a sub-regional basis, assistance is being

provided for industrial promotion (3 advisors to ECCM), agri
cultural development related to the Regional Food Plan (1 ad
visor initially), project appraisal (2 advisors to 
CIC),

animal sanitation (2 teams), 
social security (1), agricultural
 
exports (2 advisors), and statistical services (3 advisors).

Individual island programs include advisors in social security

administration (2), industrial promotion (2), 
physical planning
 
(7), agriculture (4), 
and miscellaneous (5). 
 In addition, a

limited number of scholarships are being provided in statistics,

health, planning, agriculture education and other agricultural 
subjects, and public administration. 
The regional programs in
clude paramedical training, fisheries training, meteorology,
 
civil aviation, postal service development, animal health,
 
CARICOM planning and statistics and CDB staff development.
 

Two of the smaller donors are PAHO and the CFTC. PAHO
 
has a significant technical assistance program healthin and 
nutrition in the Region including a relatively large advisory

staff stationed in Barbados and Trinidad and scholarship aid.
 
The Commonwealth Fund for Technical Cooperation, an 
entity
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of the Commonwealth Secretariat, also privides general technical
 
assistance, education and training and 'export market develop
ment. 
Apart from the above donors, there are a variety of
 
multilateral, government, and private agencies providing
 
experts and training in the Region, such as, the European
 
Development Fund, the OAS, the World Bank, individual governments
 
with interests in the Region, the Caribbean Conference of Churches 
etc.
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REVIEW OF FUNDING AVAILABLE TO COB 

1. Ordinary Capital Resources:
 

(a) Borrowings: Of the $40,087 million in borrowings fran external 

sources, the CDB drew upon the following amounts from the corres

ponding institutions at the indicated interest rates:-

IBRD - !117 million 

IBRD 4 % loan $ 3 million 

Export - import
Bjnk of Japan at 8%) - $ 8.333 millon 

Short-term borrowLngs) 
6 ;% bonds ) - $10 million 

Bank Loans - $ 1.754 million 

IBRD loans carry a carimittmant fee of 3/4 of 1% on the undisbursed balance per 

annum. The $17 million is repayable by February 1, 1995, and the $3 million 

is rep]ayable by January 15, 2001. 

The D{LI.TaNTK of Japan loan is to ba rep>aid in twetnty-two (22) fixcd semi-annual
 

installments ccamecning on Septanber 20, 1980.
 

(b) Capital Stock ...... $34.453 million
 

(c) Ordinary Reserves:...this fund is set aside as a reserve for losses
 

arising on loans and from currency devaluations.
 

Total Reserves as of December 31, 1977 ..... $4.266 million
 

2. Special Fund Resources ....... Special DI)velopnent Fund
 

Purpose: Te SDF was established to receive contributions or loans to
 

be used to finance or guarantee projects of high development priority,
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and lower intem-st rates than those determined by the Bank for its Ordinary 

operations.
 

Contributions to The Fund
 

(a) USAID loans (two (2) in number) totalling $22 million, subject to 

interest at a rate of 2% per annum on the amounts used for the
 

first ten (10) years, and thereafter, at 3 per cent per annum. 

Loans Are Repayable Within forty (40) years of the first disbursement.
 

(b) Federal Republic of Germany loan of $7.838,480 subject to an interest 

rate of 2% per annum on the a-.-o-mt util.ized and a cofniitt.ment fee of 

1/4% of 1% on unutilized -trocnts. Loan is repayable in twenty (20) 

years in forty (.10) equla! s(:-an:nual _instalments coniiencing 

December 31st, 1985. 

(c) Government of Canada loans (2) of $21,724,548 interest-free with no 

definite date of repayment. 

4) 	 Government of Colombia contribution of $5 million, interest-free and 

not repayable before Novcmxr 9th, 2000. Not less than 5% and not 

more than 10% of thiis contribution ray be used for teclnical assistance. 

(e) 	Government of New Zealand loans of $602,894, interest-free with no 

definite cGate of reqpairt:nt. ,The entire contribution may be used for 

technical assistance. 

(f) 	 United Kingdom contribution of $12,998,468 interest-free with no 

definite date of repayment. 

Governent contribution of $10 million iliterst-free and(g) 	 Venezuela 

not 	repayable before December 20th, 1978.
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3. SFR... Other Special Funds 

r e- The Other Special-Funds poolwas established to finance selected 

functional development areas. Thse include agriculture, housing, cimecial 

livestock production, and IDC counterpart contributions. The contri

butions to this fund by functional area are listed belows: 

(a) 	 Agricultural Fund ...... The fund was established to assist financing 

of loans for the development of agricu_ ture in the IDCs. 

(1) 	 Canadian Govermnent contribution of $7,858,1.82, interest-free 

with *no fixed repayment date. 

(2) 	 USAID loan of $10 million subject to an interest charge of 2% 

per annum on the amounts used for the first ten (10) years, 

and 3% per annum on the amounts thereafter. Repayable in forty 

(40) 	 years after the first d'3sburscint. 

(b) 	 Housing ,und.. ... The Pund includes a Prlizry Market Fund for 

making loans to public agencies and non-profit institutions in m ner 

countries to finance the construct;on of low-inccnv housing; and 

a Secondary Market Fkund for the purchase of eligible hczne first 

mortgages. 

(1) 	 USAID contribution of $5.1 million for the Prinmary Market oper

ations; $2.8 million for the Secondary Market operations. 

$500,000 maxyix.jn for financing technical assistance. 'he loan 

is subject to a 2% interest on the amounts used during the 

first (10) years; and 3% thimreafter. The loan is repayable 

within forty (40) years of the first disbursement. 

(c) Comercial Livestock Production Fund .... The Fund was established 

td finance loans for the developroJnt of canrercial meat production 

in LDCs using sugar cane based feed technologies. 

Government of Canada contribution of $2 million interest-free, with 

no definite date of repayment. 
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(d) Trinidad and Tobago Counterpart Contribution Fund
 

Prose: The Fund is used to finance the cost of IDC Counterpart 

contributions as is required of specific, the Bank approved 

project loans.
 

Government of Trinidad and Tobago loan of $4,166,667 subject to
 

a 2 % inteest per annum and repayable within thirty-five (35)
 

years.
 

Venezuela Trust Fund
 

Purpose: The purpose of the Fired is to contribute to the financing 

of projects and programs that my have a significant effect on 

developneit of the regional maitber countries of the Bank. The Fund 

is less estLrictive on the u:;e of its r-onies than either Lhe OCR 

or the .. "... . a].4ogh it carries hard loan tens (8% per annum to the 

borruc.qr across the bLrd). 

Venezuela Investment Fwud loan of $12.5 million and Venezuelan boliv-xs 

53,750,000 acbniinistered by the Bank on behalf of the VIF. 
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CARIBBEAN DEVELOPMENT BANK
 

ADMINISTRATIVE BUDGET FOR-THE
 

YEAR ENDING DECEMBER 31, 1978
 

(us.4ooo)
 

Board of Govenors 


Board of Directors 


Staff 

(a) Salaries 

(b) House Allowance 

(c) Other Allowances 

(d) Exp. on 1st Appt. 

(e) Exp. on termination 

(f) Pension & Med. 

TOTAL 

Other Admin. Exp.
 

(a) Travel 


(b) Communication 


(c) Library 


(d) Printing 


(e) Office Cleaning 


(f) Insurance 


(g) Entertaining 


(h) Utilities 


(i) Office Equip. 


(j) Professional fees 


(k) Consumables 


(i) Miscellaneous 


TOTAL 


TOTAL ADMIN. EXPENDITURES 

LESS RECOVERABLES 

NET ADMIN. EXPENDITURES 


20.000
 

38,000
 

986,000
 

98,000
 

14,000
 

76,000
 

39,000
 

151,750
 

1,364,750
 

250,000
 

91,750
 

15,000
 

36,000
 

42,000
 

4,500
 

6,000
 

75,000
 

45,000
 

58,000
 

52,000
 

47,000
 

722,250
 

2,145,000
 
1,660,000
 

485,000
 



Population and income in the
 

English-Speaking Caribbean, 1976
 

Antigua 


Belize 


Dominica 


Grenada 


St.Kitts-Nevis-Anguill 


Montserrat 


St. Lucia 


St. Vincent 


Sub-Totals 


Barbados 


Jamaica 


Guyana 


Sub-Totals 


Totals 


Population 


71,420 


130,000 


77,400 


109,700 


49,100 


12,162 


111,500 


103,060 


664,342 (17%) 


247,000 


2,096,000 


805,500A/ 


3,148,500 (83%) 


3,812,842 


GNP at Market 

Prices 

-(US$ millions) 


47.3 


98.0 


26.9 


43.7 


30.2 


7.8 


57.0 


33.5 


344.4 (9%) av. 


387.7 


2,880.7 


418.4 / 


3,686.8 (91%) 


4,031.2 


GNP per
 
Capita
 
(US$)
 

663
 

762
 

347
 

370
 

614
 

641
 

511
 

316
 

= 518
 

1,260
 

1,070
 

540
 

1,170
 

1,057
 

Sources: 
 Various IBRD country studies completed in 1978.
 

Prepared by: RDO/C: G. Wein, 8/78
 

a/ 1977 figure
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BUSINESS ENTERPRISES AND ITANUFACTURlRS 

IN THE LDCs 

No. of No. of TManu-
Year Ent ereri ces FacturersCoutry 

750 	 NA
St. Kitts 1976 


1,312 	 83 (1978)
St. Lucia 3-975 


80
Belize 	 1974 NA 

(1967) 1676 	 l0
 

1976 901 	 (1977)109
St. Vincent 

51
Anti Ez a 	 1976 1, 351 

NADominica 1972 	 934 

NAGr, , 	 -A 

!-,AMontserrat 1971 

323Total 	 7074 
(3 

Sources: No. of 'tLerroriscs
 
f r .
All tc 13,"!:, exoct St. Vicent are dra-n 

recently, ayh-i.] e ';ationa Frovident F-6nd 
(Social Sec'.ty E3.. 'tem) fi ces on .o. of employers 

0 f e	 iS*-"U -'oc 

i. te ' l;. . , -.f-de'.i - :; .o;e:. CiA , V1:;!." s tis 

... ;'," 	 Cz. -,G; . i Ag-'cu!-:,hus

0ri..o r 
i,]< .... 1n ,,f ¢".; •,e ) .....o[.o:21iP :.:2<.Cf:.t ... d: Up 

ture 	 0:-. payre--e 'd0.1 from this total . corporations 

ing t :,xes ar-1-e in1cluded-. 

SuurZ'.: oTat .f .. .... t 

0. 	 De!: .-Cor 1974.Belize :.-,-_qual Repr's. the 	 t::ent ,cor the year 
Table VITT .ig;sie,-ed Factorics. Result of 1967 hlsiness 
Survey -- e - beov: inin rckets 

a Ad-ded J--.e 	 l-.:trial.St.Vinc,-ent Esii:xat' on ue . Sector of
 
St. V-n-ent 21r! 1970 Te'.Lsu ._.:,a. UiDO.
 

Anti-ua Anti.a Statistical Your book 1977. Statistical Divi
sion. I,-,jinistry of Finance. Table 11.1.
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MANU ACTURING EMTLOYNENT IN 
SELECTED EASTERN CARIBBEAN COUNThRIES 

,(For Various Years)
 

Years Barbados(1975) Belize Antigua"1774) St. Vincent
(1977) 
 (1976)
 

0 - 4 
 23 53 23 
 56
 
5- 9 

13 20
 
10 - 25 36 10 8 24 
25 + 
 90 
 17 
 7 9
 

149 80 51 109
 

Total aIanufacturinA Em loyment IVA N/a 1,510 1,252
 
• -cr,: 1 e E-,lJoy: nt -,or 

TInu -trial Entcr-,rie .A "/a 30 11 

Bl.Al' Definition of Small 
Business as % of Total Ilr.ustro,-s -' " 2 

Sourct's:
 

Belize 
 Annual Repzr;:t of thelabour Dep:rtrent for the 

year 1974. 

Antigua A-,ti'ua Statistical Year Frlek 1977, Statistical 

Division '"inistry of Fi-nance. 

St. Vincent - Estimates on Value Added in the Industrial Sector 

of St. Vincent in 1976. T,:tt-,o y.:,-i UNIDO, 

*>Ctcb~r29;-7.
 

Barbados 
 - :r,?iiinary (.:'ubli.hed) r.Iolt of 195 Establis'hnmc n t 
Su-rvey, Statistical Services. 
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ESTIMATED
 

.:UMBER OF BUSI NES ENTERPRISES 
BY CATEGORY IN S1LECTED LIDC's 

Number of Number of
 
,Number of Ma:,. & C,--. Manu. I Comm. Total Number
 

Country Number of Number of Co°L--rciap1 Establishments& Enterprises of
 
Employees Manufacrtrers Establishments Employinp Employing Employees
 

IL!zs 71a.- 25 Less Than 50
t 	 I
 

1. St. Kitts 750 	 N/a N/a /a 21,000,/a 


2. St. Lucia I 1,312 83 23265 	 26 39,610
 

3. Belize 1.,676 139 ,)322 	 i0 N/a
 

4. St. Vincent 901 109 6Y 	 N/a N/a 22,700
 

5. Antigua 1,351. 51 	 '/a N/a N/a IS,389
 

6. Dominica 934i N/a 	 I N/a I N/a 14,000 

7. Grenada N/a N/a 	 N/aI N/a 26,000 

8. 	 Montserrat 150 N/a _; i N/a N/a 6 
" 7,0747/ 3 1 I=, 	 .. 71 

Sourcest Q 

I-Izformatjon obta.n, rT,,ycm vant nf ,.ourr, ; ; - .'S-+iO- ]thlCnv'- Pr"OvjCl.o22t
7,'TD ___10 ,-)'%CCO2OC'lO"C studies,

7stablishent SuHve'rs zfl'1 U_,DO Luld 'Orhi T "H 

4
 
0 

0 



MANrFACTURI NG/TOTAL LABOR FORCE 
IN SELECTED LDC's 

COMPARISObS 
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d 

Country 1970 

Manufacturing 
Employment 

Latest 
Available 

Data 
1970 

Total 
Empl oyinent 

Latest 
Available 

Data 

Antigua 

Belize 

St. Lucia 

Grenada 

St. Vincent 

Dominica 

St. Eitts 

Nontserrat 

TOTAL: 

2,139 

4,596 

2,153 

2,068 

1,632 

1,545 

1,236 

203 

15,622 

1,510 

N/a 

N/a 

N/a 

1,374 

N/a 

2,600 

N/a 

4,';S4 

18,575 

31,465 

26,5S3 

25,980 

20,990 

19,677 

12,39 

3,769 

159,1.08 

19,254 

N/a 

39,610 

X/a 

N/a 

1/,,000 

1 00 

1,406 

56,016 

;ources: 1970 figurcs from 19 0 ",: " " C :'-:s. 

Latest Total K:-p)loyi- ?nt figurcs ..e7t .. . . :r.,,.:,t
Fund employe registrations, e:cept Arn-idja .. ,M; nistry of Fllanninrg, D,:,'"ent t External . ff.s 
(latest available). 

M~-uI'ctrii; cJ U::c~:: 2at~tav: Jiia1ite 0data). 

A-n t. . .......c. ; ,vof . , 19 74. 

, 

St. V*i.!;cC--t: i: . fr-, ..... t c 'St. Vi n,.:.nt,-, 1976. 

St. Fitts: Anr:ual Plc'o' t of ;1-. D:Dtrt":..t *:F T. ur, 1976. 
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BARBADOS INVESTMENT PROMOTION
 

SCHEME
 

(US 000)
 

Invest- Employ-
New Enter- ment In Avg. Inment In 
 vestment Expansion
prises New En- Invest- Expanded Invest-
New En-
 Per Job New Of Exist- ment In
Year Operating terprises terprises Employ- Expan-
Investment 
 ing Enter. Expansio,; sion
ment 


1973/74 6 
 4,066 
 .10.2
399 NA 1,162 823 1.4
 
1974/75 NA 
 NA 
 NA 
 NA 
 NA 
 NA 
 NA NA
 
1975/76 6 
 882. 
 170 
 5.2 
 6 
 304 
 528 
 .6
 
3976/77 1.3 
 7,448 
 991 
 7.5 200 140 1.4
3 


Total 
 Total

Investment 
 Employment 
 Avg. Invest-


For The year Generated ment per Job
 

1973/74 

5,228 
 1,222 
 4.3
 

1974/75 

973 
 290 
 3.4
 

1975/76 

1,186 
 698 
 1.7
1976/77 

7,648 
 1,191 
 6.4
 

Note: Investment figures include working capital. 
 Source: 
 Darbados Investment Development Corporation.
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I NVESTMENr AND EMPLOY2.iEN Uh-DERBARBADOS I NVESTMENT PROXOTION SCHE E 

New 
 New 

Enterprises Average
Investment
Year- NewOperating Inves tment
(US$'OOOs) 
 Emp! oy.-ent Fer Job (US$) 

1973/74 
 9 
 5,227,500 
 1,262 
 4,150
 

1974/75 6 973,250 345 2,a00 

1975/76 
 5 
 1,185,500 
 698 
 1,700
 

1976/77 13 7, 6'12, -50 1,131 6,762 

19;7/78 
 12 
 N/a 1,C'4 N/a 
Total 1976/77: 
 33 
 !5, 0314, 000 3,436 4,375
 

NOTE: /Fiscal Year, April 1 -XMarch 31. 

I nv.T .t t-_. .; fij:r's 5cl:!; xt - -! in of 
oparations in '-. t ;' i ;!;str', s "C.i,:Sly ;-! .tted 

u:;der the Tm:v, st.-,.t TnC'enti.o 
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BARBADOS INVESTMENT PER EMPLOYEE
 
UNDER INCENTIVES SCHEME
 

(uS$,000)
 

Investment
 

Year Per Employee
 

1966 1.9
 

1967 .9
 

1968 .1 

1969 1.1 

1970 .5 

1971 2.1
 

1972 .6
 

1973 6.3
 

1974 3.4 

1975 1.7
 

1976 6.4 

"Wotc: Exchange rate of EC$2.0 US1
 
(Used in this table)
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EQUIPMENT 

LIST 

(US $000) 

Item 
 Year
 

I II III Total
 

TIU
 

Office Equipment 10.5 3 -


Data Terminal - - 3.5 17
 

Equipmeuit costs include office desks and chairs, three library tables,
 
filing and shelving systems, three typewriters, two small microform
 
readers, and a small offset press and plp..emaker. The TIU would also
 
share the use of the CDB's microfiche reader/printer and the exist
ing copying and printing equipment. In the third year, $35000 is
 
budgeted for purchase and installation of a data terminal.
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MACROECONOMIC STUDY
 

As discussed in Section II of this paper, it is likely that

social and economic policies of the region and governments are
 
effecting attempts to increase the adoption of more 
labor-intensive
 
production techniques in the Caribbean. 
A.I.D., in the interest
 
of assuming that any follow-on capital assistance is justified,
 
proposes to examine the policies that impact on the use of labor.
 
Such policies could have effects at the micro or macro level and
 
could operate either on the demand for labor or the supply of
 
labor.
 

The following list of policy areas that should be assessed is meant
 
only to indicate the breadth of such areas 
and aid in the preparation

of a scope of work. It is not meant to limit the scope of the
 
study.
 

1. Exchange Rate - actual level
 
- expected changes
 
- degree of over or under valuation
 

2. Foreign Trade Taxes
 

- raw materials for industry
 
- intermediate and capital goods
 
- consuder goods
 

3. Credit Policies and Programs
 

4. Real Interest Rates
 

5. Fiscal Policies
 

- income taxes
 
- factor taxes (esp. on labor)
 
- industrial incentives (including
 

non-fiscal incentives
 

6. Incomes Policy
 

7. Labor Supply Policies
 

- skills training programs
 

- other education policies
 

A study of this sort could be a major undertaking requirin
 
more time and financial resources than are available. The study

would be scoped down, therefore, to concentrate on those countries
 
expected to receive the most follow-on assistance.
 

Funding for this study will be provided by RDO/C from
 
project development and support funds.
 




