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io SEP 1978
ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC)

FROM: LAC/DR, Marshall D, Browéq

Problems Authorization of a $§1.676 million grant ($423,000 in
FY 1978) to finance the Employment/Investment Promotion 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 increase 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 Ccmponent 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 managcment 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 othex-
wise participate in the industrial expansion ~f the region; and

(3) design a program of technical assistance for the small
businesses of the reqgion that is cffective 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. financirng will support the establishment of the
TRF, as well as fund some opesrational 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 Development
however, the purposec and scope remain the same. Thercfore, no
further notification is required, An TInitial 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 Committee
(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 resuvurces and minimizing conflicting varia-
tions for sub-borrowers scattered in islands znd 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 admiristrative 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 Burceau 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, ard Canada to
untie a similar amount of their future contributions to the CDB for
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United States procurement, 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 agrecement 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 recached at the

High Level Meeting of October 18 and 19, 1973, whercin 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,I,D, Geographic Code 899
(Free World). Both the U.X, 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.
Tn 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 avcilable for the
purchase of goods or services in the country of such donor,

Recommendation: 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 procurcment of goods and services
from the U.K, (Code 157) and Canada (Code 703). The interests of

the United States arec best served by permitting the procurcment 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 Hundred 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 198l1. 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:



Source and Origin of Goods and Services

Except for ocean shipping and except as A.I.D. may other-
wise agree in writing, goods and services financed by

A.I.D. shall hava their source and origin in the United States
and Member Countries of the CDB other than the United Kingdom
and 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 which 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,

Conditions Precedent to Initial Disbursement

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

(1) 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 saig
representatives.,

Conditions Precedent to Disbursement for Other than
Technical Assistance

Prior to disbursement under the Grant, or to issuance
by A.I.D. of documentation pursuvant to which disburse-
ment will be made, for other than technical assistance
the Grantece will, except as A.I.D. may otherwise agree
in writing, furnish to A.I.D.:

(1) evidence that the Grantee has in opcration an
adequately staffed Technology Information Unit
(TIU) and has a detailed pPlan 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 ycars of the
TRF, This program will indicate the beneficiaries,
emount and schedule for each activity.

D. Covenants

CDB shall covenant to:

(1) 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;

(i1) 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.
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PART I.

SUMMARY AND RECOMMENDATIONS

A. ' Recommendations

The AID Regional Development Office, Caribbean (RDO/C)
recommends that a grant be authorized to the Caribbean Development
Bank (CDB) in the amount of $1,676,000 for assistance to develop
programs 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 $1,053,000; and FY 80 -
§200,000. The grant will be funded under Section 106, Special
Development Problems.

B, Grantee

The grantee and executing agency will be the Caribbean
Development Bank (CDB). The CDB is a regional development finance
ingtitution, established in 1970. and composed of 16 member countries
in and around the Caribbean Regfon. 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;

®) 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.

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, finds 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 reaearch to apecific
regional problems, to disseminate the results to potential users
and to assist CDB management in the establishment and administration
of a Technology Rssearch 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
wnere 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 TRF will finance research and pilot projects to define,
demonstrate and adapt 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. With the zssistarce of the TIU and the TRF,
some 13 technological research and pilot projects will be developed.
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2. Small Business Support: The Small Business Support component
will provide technical assistance (T.A.) to development, programs
in three specific areas considered as essential to timely lending
program develcpment. By providing technical assistance to the
1DC's for (a) lending institution improvement, (b) promotion of
export industry and (c) identification of small business technical
assistance needs, the Bank can proceed in a more effective manner
to formulate and implement existing and future small industry

loan and assistance projects. The purpose of the Small Business
Support technical 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;

(b) develop a mechanism to attract selected industrial firms to
invest or otherwise participate in the industrial expansion oI the Region;
and (c) design a program of technical assistance service for
the small businesses of the Region that is effective and to the
extent feasible, able to recover its costs. The T.A. will assist
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
conditions precedent. The PACD will be three years from the date
of signature of the Project Agreement.

(u.S. $000's)
Level of Effort AID CDB TOTAL
Technology Research Fund 1,000 - 1,000
Staff Support 216 pm - 286 286
Operations 199 53 252
Training 7 pm - 7 7
Equipment 17 - 17
Technical Assistance 37 pm 259 13 272
Studies and Surveys _30 pm 201 - _201
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
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 govern-
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 II-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 comstraint 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 Employmént/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 is economically, 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
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permanent staffing arrangements, criteria for govern-
ing the operation of the Technology Research Fund (TRF)
and disbursement procedures; and

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)

(2)

(3)

(4)

(b)

evaluation of progress toward attainment of the
objectives of the Project;

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

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

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

Special Covenants Grantee, except as AID shall

otherwise agree in writing, shall covenant to:

ey

(2)

(3)

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;

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

use every effort to secure funds from repular
budgetary sources to support continuation or staff

and activities of the TIU following termination of
the AID contribution.



PART II.

PROJECT BACKGROUND AND RATIONALE

A.. The Economic 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

.dabor force. The result is large numbers of workers are either

unemployed or forced to hold low productivity jobs in agdcul-
ture and the informal business and services sector.

The islands all have vulnerable open economies, depemdigg
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 407% 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 ond 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 struc-
tural 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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MDCs 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 (Jamdica 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
THRD reports that the average fixed capital per worker in firms
producing for the protected domestic and regional wmarkets 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 vary
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 gerious economic
and social problem facing the MDCs. Unemployment rates are estimated
to be about 24% in Jamaica and 157 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 immediate 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 1s thus only about 83,000 people and has a GDP of about
U.S.5%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 ane were to take into account
variaticns 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 informatbn,
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 sectors,ex-
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 :onsiderations. 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 Reglon 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
industry 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 pro-
portion 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 gome limited processing of agricultyral
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 welght-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-
tribation to foreign exchange. 1In 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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(a) 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 is currently 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, (i1) organized services
such as constructing, transportation and trading, and (iii1) tra-
ditional or informal activities such as workshop and household
industries., These are labor intensive, provide an outlet for
independent people who don't f1ll their potential in large
prganizations and provide a seedbed for entrepreneurial talent
and new industries.

(¢) 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 1s 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 guilde to eligivility of {irms 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 927 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 deficlent 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 pre-
cise 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 LICs 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. 1In 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 develop-
ment of entrepreneurial and menagement skills,

0f growing importance will be the role of small scale enter-
prise 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 man-
ufacturing firms make up the resource pool from which it is expected

that, with adequate assistance, export production will be increas-
ingly generated.
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3. Exports Expansion

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-regional sales resulted
in proposed offers from buvere for goods valuned 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 1s estimated to exceed 600 new positions. It is
evident that the possibilities for 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 re-
sponse 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
investment promotion efforts in the Region, through regionally
coordinated efforts will be able to establish the information
channels required.

The Assistance Provided to Industry by CDB's Industry Division

The CDB Industry Division ig charged with preparation
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and evaluation of the Bank's 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 dona 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 asaBt 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 1971 were only .9 million, 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, industr#al 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$4.6 million of Ordinary
Capital Resources, US$l.4 million in Special Development Funds and
USS$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, 1is 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.
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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 summary 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 defived 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 aud 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 banksd 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 1s seldom available. The conservative policies of the banks
make 1t 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 Assstance 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 business/:echnical require- -
nents 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 reglonal approach

to small enterprise assistance 1s 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
to advance their achievement. The Project supports the
development of a regional employment investment program to
stimulate industrial growth in the Region that will create
additional jobs consistent with the market competition and
economic objectives. The project will assist in the design
of programs to increase employment and output in the MDC's
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;

b) execution of programs of experimental research
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-
lending program for labor intensive industries as

well as for existing industrial and agricultural lending
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 program 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), (4) and
(5), the Bank will consider implementation of the program
developed and their iIntegration with existing institutions and
and lending programs. 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

Summarx

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 Responsibilitics 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", 1/

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 Jjointly 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)  Technoiogy 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 tc pro-
mote greater utilization of the physical,natural and human resources
of the Caribbean Region in such areas as materials, processing equip-
ment for manufacturing (at all appropriate scales from cottage
industries to industrial plants), agriculture, agro-industry, aqua-
culture, 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 following 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 pProjects that increase employment
and/or income, reduce costs, or improve housing or other
aspects of living conditions, with particular focus on bene-
fits 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 times, pressures, and block forming techniques.

The research will coordinated by CARIRI.

Building Demonstration Project - $90,000 (requires a proje:zt 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
materlals and confirm long-term material stability.

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

There 1s 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 could 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 reccrding 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.uical 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 exdsting climatic information and supervise the iInstallation
and data collecting from the new recording stations. The
equlpment studles, 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 $10,000 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 solls 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.

Local Production of Mulchipg Materials «~ 530,000

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 Indles experimental farm
in Trinidad. The two-year project sosts 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)

The CDB 1s 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 made to
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 maximum 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 Imprsved 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 Machinery - $170,000
(requires a project :malysis)

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.

-Produetion 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 becn 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.

SeiieTouding Bystems < $30,000

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, 3mall rasiness Support

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 1/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 “n that effort. AID

grant funding in the awmount 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 DFC's are key linkages in the loan and preoject identifiw
cation process; especfally for small enterprise projerts,

1/ Includes the Caribbean Development Bank, Developmernf Finance (orporations
- (IFC'e) and Caribbean Investment Corporation (CIC).
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The DFCs constituting a network of financial

{nstitutions which are located throughout the Regionm,

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
improve the viability of the credit program. The CDB now
faces several difficult policy and implementation decisious
over the next eight months, e.g. how should the DFC's be
organized, particularly those which at the moment do not
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
the DFC's and other institutions such as CIC to ca.ry out
studies of the feasibility of restructuring and rodifying
on-lending and investment activities. This program of studies is ex-
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 optionms.

It is planned that various systems of operationms,
specific to the area and Regiom, would be examined and
evaluated. These T.A. activities will result in a program
that is mutually acceptable to the DFC's and the CDB. It is
understood that the final on-lending program with each Insti-
tution will depend upon the tecbaical studies evaluation and
the political/imstitutional situation.

(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 LDC's and willing to assist through

technical assistance and investment in new industrial opera-

tions. 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 in which they, by virtue of cost struc-
ture, location, resource base and other factors, may be rea-
sonably 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
IDC'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 regicnalization of the industrial pPromotion program.

(c) Smail‘Iuﬁustry~Assistange~5urvay

Summarz

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 enterprite projects 1s
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
possiilities 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

The project would run three years with a ¢isburse-=
ment plan as shown in the following Table:

Funding Requirements by Project Year

(us $000)
PROJECT AID GRANT CDB TOTAL
YEAR
GRAND
F/X L/C L/C F/X r/C TOTAL
lst 529 600 166 529 766 1295
2nd 117 200 93 117 293 410
3zd 30 200 100 30 300 330
TOTAL 6761/ 1000 359 676 1359 2035
}/ 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
F/X L/C L/C F/X L/C TOTAL
1978 383 1/ 140 53 383 193 576
1979 293 660 113 293 773 1066
1980 - 200 193 - 393 393"
676 1000 359 676 1359 2035
1/ Technical Assistance 3 pm TIU, 16 pm lending institution reform,

10 pm investment promotien, 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 $000's)

Level of Effort AlID CDB TOTAL

Zalaly 173 293 _468
Techinfcal Assistance 9 pm 63 63

Staff 216 pm 286 286
Operations 1/ 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 12 pm 74 74
Procedures 4 pm 28 28
Operations 1/ 20 20
Investment Promotion 177 46 223
Technical Assistance 24 pm 148 13 161
Studies 6 pm 29 29
Travel C. Nationals

Per Diem 33 33
~Small> Imdustry- Assistance Survey 174 174
Studies and Surveys 12 pm 88 88
Operations 1/ 86 86
Contingencies & Inflation 50 - 50
TOTAL PROJECT 1676 359 2035

1/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 CDB, 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 efforta 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 CDE in the form of concessiomary loans, the earliest
of which was for USS10 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 (ll) members
appointed for renawable 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 1s responsible for
general policy and the direction of Bank operations, approval of
Bank administrative budget, and submission of financial statements
for Board of Govermors' 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 institutionms.

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 1is
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 Technizal Division each with a staff
of 10 professionals. The latter Division is responsible for infra-
structure, transportation and housing projects and also assiste the
other divisions in technical matters.

The project divisions are complemented by four support
divisions: Economics and Project Analysis, Finance, Administra-
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 is most directly involved with the project elements,

It is important to stress that the CDB has little
coercive powers and in any 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 agenciles 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
agenciles.

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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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
soclety 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 soclal 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, politiciams,
and an expansion of the middle class. Ethnically Caribbean
Soclety reflects a complex patterning of parallel social hierarchies
of African, Asian, and European heritage, each with'thelr cwn
upper, middle, and lower class. However, the bulk of the Carib-
bean population is still composed of a large segment (507 of the
total population) of native small 'peasant' farmers, landless
agrarian laborers, urban workers, and the unemployed. Compared
to the rest of s«:iety, they are characterized by low per capita
incomes, poor health, inadequate housing, and high rates of
unemployment and underemployment. Without question, the lack of
job-opportunities for this group constitutes the region's major
soclal 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, Given possible differences in rested
interests and values of tlese 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. 1In the LDC's, t.o
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 imigratory
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~
torlcally, cooperation between leaders of the various countries
has been far from successful, as the failure of the Federation
demonstrates. Political actions are frequentlv based on short-
run and locally orilented goals which are counterproductive to
development. Moreover, competition between islands is affected
by a relatively high degree of similarity in human and natural
Tresources.

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 lIinship
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 populetiomns into
industrialiy 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 rist be sensitive to such obligations
facing workers. However, inexrerience 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 1s 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 fa working 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 i1s 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 experted 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 extemnsive 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.

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 ihe TRF

Efforts to improve the choice of technology will be
centered in the Technical Information Unit of the CDB. 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 carital 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 %s.essential to
improved investment patterns, it will not always be syff1c1ent. .In
some cases, influencivg investment patterns will require adaptation
of technologies to the Caribbean environment and demonst?atlon 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 :iwo project activities
can be considered investments which will directly generate significant
amounts of revenue or employment. They are more appropriately viewed
es 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 substential.

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 technologicel information, is being underteken end will
complement TIU and TRF activities. A conceivable alternative to

the TIU end the TRF would be to provide subsidies to private firms to
study and experiment with appropriste technologies. This alternetive
has the advantage that firms might be more willing to incorporete the
results into their investment plans if the research and pilot stulies
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 oue 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 mobiliza
financial resources or allocate them to potential investors. Nor
do they act 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 thelr volume
of iavestuent 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 equity 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 techrical 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 te 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 Saribbean, the countries suffer from a geographic isolation
that inhibits the flow of information and when recent developuent
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 mwore (yst-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 investigate
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, Relutionship With Other Donors

The project 1s responsive to other international donors as is
reviewed in Annex IT 5, and will provide alternatives to the World
Bank's conclusions that the DFC's 'are unable to play an effective
role in financial development in industry and other sectors within
their respective economies".

More recently this project 1. :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 Bm-
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.

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 ylelds 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 guch

as building blocks, solar crops dryers, low powered machinery
and clay products.

The input/output relationship is reasonable and viable
as 1s 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

#1
#2

#3
4
#t5

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

Establishment and operation of the Technology Unit

Completion of Technology Research Fund applied research
projects and applications to small industries.

Improve the on-lending program
Promote Foreign Investment

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
mogramed as the CDB has identified some nine projects it is
presently considering for development. The TRF is designed
to 7 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 Institir“ional Development Grant
(538-0016) which provides for the iunding 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 & coordinated technical and capital assistance approach
to the developmental problems of its borrowing members.
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PROJECT IMPLEMENTATION

A. Summarz Plan

T.I.U.

Creating and operating the proposed TIU and TRF will
involve:-

- Trecruitment

= establishing the Advisory Committee
- training

= technical assistance

- operations, and

= research projects

The plan is designed as a set of flexible guldeposts, tn
be modified as circumstances and future Judgements dictate. The
Plan is detailed with a flow chart in Annex IT - 4a.

Prior to disbursement of the Grant, the CDB Management will de-
cide where to locate the TIU and the TRF within the Bank organi-
zation. Until the TIU Head 15 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 con-
8ldered 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, envirommental effects, expected cost/benefit ratio
utilization of resourcesg 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 responsibllity 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 rersenal
service contract(s) with an individual(s) or advisory serv es
with a firm totalling less than $20,000.00 a choice will be. ade
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 o6n 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) months 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 AO

- Coples of all reports submitted by Consultants funded
by the project will be submitted in duplicate to RDO/C.
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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 pwoject objectives, the first evalua-
tion will focus on the administrative aspects of the program
(TIU organigation, 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 achilevement. 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 date on possible research
results and its application to the region. Curre-- 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
avallable from the World Bank and CDB reports. However, given the
nature of the project, 1.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 comsid-
eration of factors which are both quantative and qualitative:

[y

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

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

- the degrce to which the region is receptive to new
ideas, methods, and devices;

—— the adequacy of CDB/DFC institutional srrangements;
-_— the status of implementation of the verious reacres

mended improvements to the on-lending proguvnms of
the region.
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m UNITED STATES OF AMERICA
: AGENCY FOR INTERNATIONAL DEVELOPMENT
REGIONAL DEVELOPMENT OFFICE/CARIBBEAN

P, O. BOX 300
URISE 31018 1 Ameie BRIDGE TOWN

lllllll BAHBADOS

CERTIFICATION PURSUANT TO SECTION 611l(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 based 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.

ol N

(date) ;O %3/%//\/77J
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CARIBBEAN DEVELOPMENT BANK
P.O. Box 408 Wildey

St. Michael Barbados W.I. )

Telephone:- 61152~ Cable Address: “Caribrank,”-Tclex  WB 287,

August 8, 1978

Mr. Dwight B. Johnson LoD r
Acting AID Representative V,Iafo; X Sy
USAID Regional Development Office e e e ;aéi """"
Trident House CUZ DATC %j 1S 94 .i- .; .
Broad Street ACTIZ M TANT
BRIDGETOWN. .
AT i e,
Dear Mr. Johnson: o SIGNATURZ. ..ot n. ...

As you know, my staff and yours have been Larrying 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,

LIl § Dem s

William G. Demas
President

“WGD:ct
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SC(I)": COUNTRY CHECKLIST

Listed below are, first, statutory criterfa applicable
Develppment Rs

applicable to individual fund sourges:
funds.

A. GENERAL CRITERIA FOR COUNTRY

1. FAA Sec. 116. Can it be demonstrated
that contemplated assistance wil3 directly '
benefit the needy? If not, has the
Department of State determined that this
government has engaged in consistent
pattern of gross violations of {nter-
nationally recognized human rights?

2. FM Sec. 481. Has it bron determined that
the government of recigient country ha-
failed to take adequate steps to pravent
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 :ch country, from
being sold illegally within the Juris-
diction of such country to U.S. Government
personnel or their dependents, or from
entering the U.S. unl wfully?

3. FAA Sec. 620(a). Does recipient country
furnish assistance to Cuba or fai) to
take appropriate steps to prevent ships
or aircraft under its flag from carrying
cargoes to or from Cuba?

4. FAR Sec. 620(b). 1If assistance is to a
government, has the Secretary of State
determined that it ia not controlled by
the international Communist movement?

5. FAA Sec. 620(c). If assistance is to
government, is the ccvernment 1iable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
services furnished or ordered where (a)
such citizen has exhausted available
legal remedies and (b) debt is not denied
or contested by such government?

6. FAA Sec. 620(e) (1). If assistance is to
& government, has 1t ({including government
agencies or subdivisfons) taken any action
which has the effect of nationalizing,
expropriating, or otherwise sefzing
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?

gener|]1j to FAA funds, and then criteria
sistance and Security Supporting Assistance

Yes

No

No

There is no evidence that the Cariboesn
governments are controlled by the

- international communist movement ,

There is no evidence of any such debt
owed to a U.S. citizen by a contri-
buting member government,

There is no evidence that any such
action has been taken by a contributin:
Caribbean government,
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7. FAA Sec. 620(f); App. Sec. 108, 1Is No
recipient country a Communist country?
W11 assistance be provided to the
Democratic Republic of Vietnam (North

Vietnam), South Vietnam, Cambodia or Laos?

8. FAA Sec. 620(1). Is recipient country 1in No
any way involved 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?

9. TAA Sec. 620(§). Has the cou’ntry 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(1). If the country has Not Applicable
failed 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(0); Fishermen's Protective Yot A '
Act, Sec. 5. If country has seized, or Pplicable
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 Caribbean Development Bank (CDB) is
the government of the recipient country

in default on interest or principal of not in default on interest on principal
any 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 deht was earlier disputed,

or appropriate steps taken to cure default?

% 13. FAA Sec. 620(s). “If contemplated assis- Not Applicable
tance 1s development loan (including A111-
ance loan) or security supporting assistance,
has the Adminfstrator taken into account the
percentage of the country's budget which s
for military expenditures, the amount of
foreign exchange spent on military equipment
and the amount spent for the purchase of
sophisticated weapons systems?" (An
affirmative answer may refer to the record
of the taking into account, e.g.: "Yes as
reported ir annual report on implementation
of Sec. €78{s)." This report is prepared
at the time of approval by the Adminis'tra—
tor of the Operational Year Budget. >

% Revised



"3 Upward changes in the Sec. 620(s) factors

14.

15.

16.

17.

18.

19.

occuring in the course of the year, of
sufficient significance to indicate that
an affirmative answer might need review
should sti11 be reported, but the statu-
tory checklist wil) not normally be the
preferred vehicle to do so.) %

FAA Sec. 620(t). Has the country severed
iplomatic relations with the'United
States? if so, have they been resumed
and have new bilateral assistance ac;ee-
ments been negotiated and entered {nto

since such resumption?

FAA Sec. 620(u). What is the payment
status of the country's 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?

FAA Sec. 620A. Has the country granted
sanctuary from prosecution to any indivi-
dual or group which has committed an act
of international terrorism?

FAA Sec. 666. Does the country object,
on basis of race, religion, national
origin or sex, to the presence of any
officer or employee of the U.S. there

to carry out economic development program
under FAA?

FAA Sec. 669. Has the country delivered
or received nuclear reprocessing or
enrichment equipment, materials or
technology, without specified arrange-
ments on safeguards, etc.?

FAA Sec. 901. Has the country denied its
citizens the right or opportunity to
emigrate?

B, FUNDING CRITERIA FOR COUNTRY

1.

Development Assistance Couniry Criteria

a. FAA Sec. 102(c), (d). Have criteria
been established, and taken into account,
to assess commitment and progress of
country in effectively involving the

poor in development, on such indoxes 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) & (8); Sec.

A208}_211§a)(42f (7). Describe extent to
which Tountry is:

(1) llaking appropriate efiorts to increase
food production and improve means for
fcod storage and distribution,

% Revised
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No such action has been taken by a
contributing Caribbean government.

No contributing Caribbean government
is in arrears on its U.N. obligations.

No contributing Caribbean government
granted sanctuary to an international
terrorist.

No. CDB does not discriminate on the basis
of race, religion, national origin or
sex.

No contributing Caribbean Government
engaged In such activities.

No Caribbean government has taken such

~action.

CDB and contributing countries have
established criteria to involve the
poor in development activities.

A number of Caribbean governments aic.
regional institutions (e.g. the Univercity
of the West Indies, CARBI anrd the Carilbeen
Development Bank) are supporting «id cerry-
ing out progrems to increase food ‘woduc-
tion, processing and storage.



(2) Creating a favorable climate for
foreign and domestic private enter-
prise and investment.

(3) Increasing the public's role in the
developmental process.

(4) (a) Allocating available budgetary
resources to development,

{b) Diverting such resources for
unnecessary military expenditure and
intervention in affairs of other free
and independent nations.

(5) Making economic, social, and political
reforms such as tax collection improve-
ments and changes in land tenure
arrangements, and making progress
toward re¢-nect for the rule of law,
freedom of expression and of the press,
and recoonizing the importance of
individual freedom, initiative, and
private enterprise.

{6) Otherwise responding to tue vital
economic, political, and social con-
cerns of its people, and demonstrating
a clear determination to take effective
self-help measures.

c. FAA Sec. 201(b), 211{a). 1Is the
country among the 20 countries in which
development assistance loarn. =ay be made
in this fiscal year, 'or among the ‘40 in
which development assistance agrants
(cther than for self-help projects) may
be made?

d. FAA Sec. 115. Will country be
furnished, in same fiscal year, either
security supporting assistance, or
Middle East peace funds? If so, is
assistance for population programs,
humanitarian aid through international
organizations, or regional programs?

Security Supporting Assistance Country
Criteria

a. FAA Sec. 502B. Has the country
engagea 1n a consistent pattern of gross
violations of internationally recognized
human rights? 1s program in accordance
with policy of this Section?

b. FAA Sec. 531. Is the Assistance to
be furnished to a friendly country,
organization, or body eligible to
receive assistance?

€. FAA Sec. 609. If commodities are to

be granted so that sale proceeds will accrue
to the recipient country, have Special
Account (counterpart) arrangements been
made?
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(4) Iin general wnile governments in the
region are seeking control over thei
own natural resources,the climate for
foreign .and domestic enterprises and
investment is favourable in the region

(3) Development programs in the region at
both the national and regional level are
generally aimed at increasing the '
public's role in the development procecure:

(4) (a) The Caribbean governments have been
allocating considerable available
budgetary resources to both national
and regional development.

(b) Military expenditure by the govern
ments of the region are minimal.

(5) cCaribbean governments are making pro-
Bress toward improved tax collection
and land tenure arrangements, recog-
nition of the importance of individual
freedom, initiative and private enter-
prise, and respect for the rule of law
freedom of expression and of the press

(6) The Caribbean governments are current ly
making efforts towards economic coop-
eration and integration as a measure
of self-help.

. The Caribbean region 1is among the

40 countries in which development
assistance grants may be made.

The Caribbean governments have not
engaged in gross violations of inter~
nationally recognized human rights.

Yes.

Not Applicable.
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50(2) - PROJECT CHECKLIST .

Listcd below ary, first, statutory cr’*eris agp]icab1e generally to projects with FAA funds, and
then project criteria applicable to 4i: ividual fund sources: Development Assistance (with a sub-
cateonry for criteria applicable only to loans): and Security Supporting Assistance funds.

CRCSS REFERENCES: 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 . .
will be notified concerning the project; FY 1978 congressional presentz_a.t_lon.

(b) is assistance within (Dperational
Year Budaet) country or international
oroanization allocation reported to
Congress (or not more than $1 million
over that figure plus 10%)?

2. FMA Sec. 611(a)(1). Prior to obligation Yes.
in excess of $100,000, 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. FM Sec. 611(a)(2). If further legis- Not Applical.e
Tative action is required within recipient
country, what is basis for reasonable
expectation that such action will be
completed in time to permit orderly
accomplishment of purpose of the assis-
tance?

4. FAA Sec. 611(b); App. Sec. 101. If for Not Applicable.
water or water-related Tand resource
construction, 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
I1l, Sept. 10, 1973)7

5. FAA Sec. 611(e). If projectig capital Yes.  The 611(e) certification is
assistance {e.g., construction), and all : d : :
U.S. assistance for it will exceed included in the Project Paper.
$1 million, has Mission Director certified
the country's capability effectively to
maintain and utilize the project?




10.

FAA Sec. 209, 619. Is project susceptible
of execution as part of regional or multi-
lateral project? 1f so why is project not
so executed? Informatfon and conclusion
whether assistance will encourage

regional development programs. 1f
assistance is for newly independent
country, is it furnished through multi-
lateral organizations or plans to the
maximum extent appropriate?

FAA Sec. 601(a); (and Sec. 201(f) for
development loans). Information and
conclusions whether project will encourage
efforts of the country to: (a) increase
the flow of international trade; (b’ e,
ter private initiative and competition;
{c) encourage development and use of
cooperatives, credit unions, and savings
and loan associations; (d) discourage
monopolistic practices; (e) improve
technical efficiency of industry, agri-
culture and commerce; and (f) strengthen
free 1abor unions,

FAA Sec. 601(b). Information and con-
clusion on how project will encourage
U.S. private trade and investment abroad
and encourage private U.S. participation
in foreign assistance programs (including
use of private trade channels and the
services of U.S. private enterprise).

FAA Sec. 612(b); Sec. 636(h). Describe
steps taken to assure tnat, to the
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 mset the cost
of contractual and other services.

FAA Sec. 612(d). Does the U.S. own excess
foreign currency and, i1f so, what arrange-
ments have been made for its release?

B. FUNDING CRITERIA FOR PROJECT

1.

Development Assistance Project Criteria

a. FAA sec. 102(c); Sec. 111; Sec. 28la.
Extent to which activity wilV (a) effec-
tively involve the poor in development,
by extending access to economy at local
level, increasing labor-intensive pro-
duction, <preading {nvestment out from
cities to small towns and rural areas;
and (b) help. develop cooperatives,

‘especially by-technical assistance, to

7351st rural and urban poor to help
themselves toward better 1ife, and other-
wise encourage democratic private and
Tocal governmental nstitutfons?
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Project ‘i regional in nature and will be
executed on a regional basis,

The project will conduct adaptive technological
research geared to increasing the industrial
and production capacity of small businccces.
This iucreased potential will encourefc the
flow of trade and improve the technical
efficiency of industry.

. Private U.S. individuals or firms will be

invited to‘'submit proposals for providing
consulting technical assistance to be
financed under the grant.

CDB will incur some 21% of the Project
cost.

No.

The project will stimulate labor-
intensive production and investment in
rural and urban areas through its rescarch
rrograms for small business enterpriscs.



b. FAA Sec. 103, 103A, 104,-105, 106,
107.” Is assistance heiny made availabla:
[Tnciude only appiicable paragraph --
e.q.,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; 1f 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
artivity extends 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 strengthens nonformal
education, mokes formal education
more relevant, especially for rural
families and urban poor, or
strengthens management capability
of institutions enabling the poor to
participate in development;

(4) [106] o technical assistance,
energy, rescarch, reconstruction,
and selected development problems;
if sp, extent activity is:

(a) technicsl cooperation and develop-

ment, especially with U.S. private
and voluntary, or regional and inter-
national development, organizations;

(b) to help alleviate energy problem;

(c) rescarch into, and evaluation of,
economic developmeni processes and
techniques;

(d) reconstruction :fter natural or
mannade disaster;

(e) for special development problem,
and to enable proper utilization of
earlier U.S5. infrastructure, etc.,
assistance;

{f) for programs of urban development,
especially small lsbor-intensive
enterprises, marketing systems, and
financial or other institutions tu
help urban poor participate in
econumic and social development,
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The project is designed specifically
to increase employment and incomes of
rural and urban poor by establishing
or expanding industries and small
businesses which are labor-intensive.



(5) [107] by grents for coordinated
private effort to develop and
disseminate intermediate technologies
appropriate Tor developing countries.

<. FAA Sec. 110(a); Sec. 208(e). 1Is the
recipient country willing to contribute
funds to the project, and in what manner
nis or wil) it provide assurances that it
wi1) provide at least 25% of the costs of
the program, project, or activity with
respect to which the assistance is to be
furnished {(or has the latter cost-sharing
requirement been waived for a "relatively
least-developed” country)?

d. FAA Sec. 110(b). Wil grant capital
assistarce 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 davelop-
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; ut{lizes 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.

[ ANNEX 1 -3
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‘Since this is grant funds to a regional
institution providing service to member
countries section 110 (s) does not apply.

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
utilizatior of the Region's natural and
applied resources in the encouragement

of institutional development. It will
assist development finance corporations

and subborrowers in labor intensive pro-
ject development.



9. FMA Sec. 201(b)(2)-(4) and -(8); Sec.
201(e); Sec. 211(a)(1)-(3) and = 8). Does
the activity give reasonable promise of
contributing to the development: of
economic resources, or 1o :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 concTusion on possible
effects of the assisiance on U.S. economy,
with special reference to areas of sub-
stantial labor surplus, and extent to

which U.S. commodities and assistance

are furnished in o manner consistent with
improving or safeguarding the U.S. balance-
of-payments position.

Development Assistance Project Criteria
{Loans only]

8. FAA Sec, 201(b)(1). Information

and conclusion on availabilsiy oi financ-
ing from other free-world Sources,
including private sources w.*hin U.S.

b. FAA Sec. 201(b)(2j: 201({d). Infor-
mation and conclusion on (1) capacity of
the country to repay ihe ‘can, including
reasonableness of repaym:nt pirospects,
and (2) reasonableness anc legality
(under Yaws of country - ad U.5.) of
lending and relending terms of the loan.

€. FAA Sec., 201(e). If ioan is not
made pursuant to a mulSilatoral plan,
and the amount of the loa. exceeds
$100,000, has country s.bmittad to AID
an application vYor such funds together
with assurances to indic:te that funds
will be usad in an economically and
technically sound manner?

d. FAA Sec. 201(F). Does project paper
describe how project wiil promote the
country's economic development taking
into account the country's human and
materisl resources requirements and
relationchip between ultimate objectives
of the project and overall economic
de-eleuent?

ANNEX 1 -3
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Yes,

The proposed grant will have a
negligible effect on the U.S.

economy .

Not Applicable
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e. FAA Sec. 202{(a). Total amount of
money under Toan which 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(d). 1If assistance 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 ent rprise's annual
production during the life of the loan?

Project Criteria Solely for Security Not Applicable
Supporting Assistance

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

Additional Criteria for Alliance for

Progress

[Note: Alliance for Progress projects
should add the following two items to a
project checklist.]

a. FAA Sec. 251(b)(1), -(B). Does Not Applicable
assistance take into account principles

of the Act of Bogota and the Charter of

Punta del Este; and to what extent will

the activity contribute to the economic

or political integration of latin

America?

b. FAA Sec. 251(b)(8); 251(h). For
loans, has there been taken into account Not Applicable
the effort made by recipient nation to
repatriate capital invested in other
countries by their own citizens? s

loan consistent with the findings and
recommendations of the Iniler-American
Committee for the Aliiance for Progress
{now "CEPCIES," the Permanent Executive
Committee of the OAS) in its annual

review of national deveiopment activities?
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5C(3) - STANDARD ITEM ZHECKLIST

Listed below are ‘statutory {tems which normally wil) be covered rou@iner in those provisdons of an
assistance agreement dealing with its implementation, or covered {n the dgreement by exclusion (as
where certain uses of funds are permitted, but other uses not).

These items are arranged under the general headings of (A) Procurement, (8) Constructioﬁ; and

(C) Other Restrictions.

A. Procurement

1. FAA Sec. 602. Are there arrangements to
permit U.S. small business to participate
equitably in the furnishing of goods and
services financed?

2. FAA Sec. 604(a). Will all comrodity
procurement financed be from the U.S.
except as otherwise determined by the
President or under delegation from him?

3. FAA Sec. 604{d). If the cooperating
country discriminates against U.S.
marine insurance companies, will agree-
ment require that marine insurance be
placed in the U.S. on commodities
financed?

4. FM Sec. 604(e). If offshore procure-
ment of agricultural commodity or
product is to be Tinanced, is there
provision against cuch procurement when
the domestic price of such commodity is
Tess than parity?

5. FM Sec. 608(a). 1411 u.s. Government
excess personal property be utilized
wherever practicable in iieu of the
procurement of new items?

6. MMA Sec. 901(b). (a) Cor:liancc with
requirement that at lcast &0 per centum
of the gross tonnage of cossodities
(computed separately for diry bulk

carriers, dry cargo iiner.  ard tankers)
financed shall be treasporied on privately
owned U.S.-flag cormercis. veisols to the

extent that such we.u2i¢ iype available
at fair and reasonabie rates,

7. FAA Sec. 621. 1If technica; assistance
1s financed, will such assistance be fur-
nished to the tfullest estent psracticable
as goods and profession:] anc other
services from private enterprise on a
contraci basis? 17 the facilities of
othcr Tederal agencies will be utilized,

U.S. small businesses will be afforded
the opportunity to participate in .
the furnishing of goods and services
under this grant.

Yes.

Yes,

Not Applicable

Yes,

The grant agreement will require
usage of U.S. flag vessels to the
extent that such vessels are °
available,

Yes.



”

>

1.

are they particularly suitable, not
competitive with private enterprise,
and made available without undue inter-
ference with domestic proqrams?

International Air Transport. Fair
Competitive Practices Act, 1974

1f air transportation of persons or
property is financed on grant basis, will

provision be made that U.5.-flag carriers

will be utilized to the extent such
service is available?

Construction

FAA Sec. 601{(d). 17 a capital (e.g.,
construction} 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?

FAA Sec. 611(c). If contracts for
construction are to be financed, wil)l
they be let on a competitive basis to
maximum extent practicable?

FAA Sec. 620{k). 1f for construction

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

Other Restrictions

1.

FAA Sec. 201(d). If development loan,

is interest rate at least 2% per annum

during grace period and at least 3% per
annum thereafter?

FAA Sec. 301(d). if fund is established
solely by U.S. contributions and adminis-
tered by an international organization,
does Comptroller General have audit
rights?

FAA Sec. 620{h). Do arrangenents
preclude promoting or assisting the
foreign aid projects or activities of
Communist-8loc countrics, contrary to
the best interests of the U.S5.7

FAA Sec. 636{(1). 1Ic fimancing not per-
mitted to be used, without waiver, for
purchese, long-term lease, or exchange
of motor vehicle manufactured outside
the U.S. or guaranty of -such transaction?
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~ Yes.

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Yes

Yes

Yes



5. Wil arrangements preclude use of
financing:

8. FAA Sec. 114. 1o pay for perfornunce
of atortions or to motivate or coerce
persons to practice abortions?

b. FAA Sec. 620(q). to compensate
owners for expropriated nationaljzed
property?

€. FAA Sec. 660. to finance police
training or other law enforcement
assistance, except for narcotics
programs?

d. FAA Sec. 662. for CIA activities?

e. App. sec, 1N3. to pay pensions, etc.,
for mliitanj_bersonne]?

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

g. App. Sec. 107. to carry out provi-
sions of FAA Sections 209(d{ and 251(h)?
(transfer to multilateral oraanization
for lending). :

h. App. Sec. 501+ 1u be used for
publicity or propacanda purposes
within U.S. not authorized by Congress?

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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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, T hereby authorize a Loan and a Grant to the Caribbean

Development Bank ("CDR") of not to exceed three hundred twenty thousand United
States Dollars ($320,000) the "Authorized Amount" to help in financing cer-
tain foreign exchange and local currency costs of goods and services 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 1/
(hereinafter referred to as the "Project"). Two specific activities will

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
otherwise agree in writing consists of: Less 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 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 plamnned 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 178 through 1981, I approve
further increments during that peric. .. Grant funding up to $1,356,000
subject to the availability of funds in accordatnce with AID allotment
procedures.,

I hereby authorize the initiation of negotiation and execution of the
Project Agreement Dy 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.

TL. Conditions Precedent to Initial Disbursement

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

(1) a legal opinion of the General 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 ali its
terms; and

(i1) 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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(1) that the Grantee has estu. shed an adequately staffed
TIU in operation and has a detailed plan governing the
operation of the TIU irncluding appropriate permanent staff-
ing arrangements, criteria for governing the operation of
the Technology Research Fund (TRF) and disbursement pro-
cedures; and

(1i) of a proposed program of activities to be funded during
the first and subsequent years of the TRF. These plans
will indicate the beueficiaries, amount and scheduled
for each activity.

Covenants

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

(1) wutilize 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;

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

(ii1) use every effort to secure funds from regular hudgetary
sources to support continuation of core staff and activities
of the TIU following termination of the AID contribution.

Waivers

The following waivers of AID regulations are hereby approved

(1) 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 (I1EE)

Caribbean Regional

Employment /Investment Promotion

Three years, starting FY 1978 after signing of Grant
Agreement

3/1@3@ ner, Capital Project Development Officer

Date: July 20, 1978
Recommended: A Negative Determination. (No Environmental Assessment
or Environmental Impact Statement Necessary.)
. ’ | >
" Vs
Concurrence: ,l,,J)./{'/ ﬁ j [ T ¥ S Aw/t, 1‘5/ / / / (/
- b AN A0 ) . VAR
Dwight/)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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Izpact Arees and Subd-sresg 1/

A. LAND USE

1. Changing ithe cheractar of the lang through:

Annex C. I
Exhibi¥ 5
page 2 of 6

Irpace

Idept:sizsation
and
Evaliazioan 2/

8. Increasing the population

b. Extracting matural rescurzs

c. Land Cleering

d. Chenging soil cheracter

2. Altering patu-al delenses

3. Foreclesing i=pcrzaat uses

k. Jeopardiring =an Br hisg works

S« Otbher factor§

B. WATER QUALITY

1. Physizal staze =of wa<er

2. Chemical ard blolcgizel s<azes

3. Ecological) talance

k. Other factors

— eSS

’

/ Use the follovicg symbois:

N

Ml

B =3 - S o B
]

August 1976

/ See Exclenatorr Ve o £3- ikis forrm.

- Titsae

- Unktnown eav
——r

- o envirunnegtal izpact

eaviroozental izpecs

Moderate envircrmensal iapecs

=D tra.ee

- Hizh envi-cz=a--
=0 -

slc=eatal izract



IMPACT IDENTISICATION

c.

AXD ZVALUATIOM FORM
ATMOSPYERIC

Alr addisives

Air poliutien

Koise pollu<ion

Other factors

RATUPAL 2zsciacss

1. Diversicn, eliered vse o waler

2. Irreversible, lzefficient

Coz=i<zen=s

3.

Other factors

————

2. Diluzicn o7 culTum

Other fac=crs

3.

SOCIOECCITV= 2
1. Chenges i-

2. Charges i=

3. Charges ia culiurel petterws

k. Other faczors
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Randy 2

G. HEALTE

l. Chexgizg a zatural envirer=ect

Annex C I
Exhibit 5
vage 4 ot b,

2. Hlizipating en ecosysiex ele—eat

3. Other factors

. — -

k., O<her factors

(20t 2listed above)

See attached Discussicn 59 T=w

-~ _-=Tacts.

N
N

N

|
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C. Discussion of Impacts: Nature, Scope and Magnitude

Based upon the Initial Environmental Exanination for this project,
the recommended Threshold Decision is a Negative Determination.

The Empioyment Investment Promotion Progream is planned to enable
establishment cr expansion of up to 150 small and medium sized Industrial
and Commercial businesses with average investment of £70,000. 1In this
category will be small scale assembiy 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 propcsed designs, operations and management. Its
standards on engineering specificaetions and performance are consistent
with standard eagineering practice. The Bank's appraisal criteria en-
sures good environmental husbandry.

The specific sub-projcct activities under this Grant will 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.
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-2 -
(2) The process will involve well-known techniques for vhich engineering
pracfices and available hardware limit adverse envirommental
effects from by-products, waste, etc. to ecceptable 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 finaneéial performance, but under the
Bank's responsibility for development includes observation of
social, environmental and other impacts.
()  If the need should arise the,CDB has the capacity to revise a
project to achieve desirable environmental and social verformance.
Our review of the type of activities foreseen under this loan

reveal no evidence that the environmental effects would:

(1) 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
(k)  which might establish a precedent for adverse future esction.
Consequently, a Negative Determination has been recommended in

respect to further Environmental Assessment.



ANNEX I ~ 6
NNNNIV WNO270

RK R UE HW N

DE. RUENC #1088/1 1530645 w5 8 16 110 —

ZNR UULUD 2ZH JM ) @m ATD

R 23€£45Z JUN 78 T S

M SECSTATE WASHDC INFO AlfB

T0 AMENBASSY BRIDGETOWN 2771 3 DM

oT JUi -2 1913 ECON

UNCLAS SECTION | OF 2 STATE 141888/] RF
CHRON

AIDAC

E.0. 116522 N/A —

TAGS:

UNOIS
"
IR Y]

oY

SU3JECT : DAEC REVIEW - CARIBREAN REGIONAL - EMPLOYNMENT ‘.
INVESTMENT PAGMOTION CINTERIM REFORT)

|

le THE DAEC REVIEWED SUBJECT INTERIM REPORT AND APPROVED
INTENSIVE REVIEW OF THE PROJECT., THE DAEC REQUESTED THAT
THE FOLLOWING TSSITS OF ADDRECSTD TN DEVELCPING THT PROJECT Y

“éZZ%Véé..au?

IN pDDITION TO THOSE FAISEID IN THE 1P: ‘

----- A. PROBLEM STATEMENT - ECONOMIC ENVIRONMENT, THE ———(‘OW—ENTS
INTERIM REPORT USES 19728 FIGURES TO DLEFINE TKE REGION'S UN- —
EMPLOYMENT PROBLEM., THE DAEC REQUESTED THAT THE PP PROBLEM

STATEMEZNT PE BASTD ON MCRE CURRENT DATA IF AVAILABRLE,

(G, WEIN WILL 22 AVAILASLE TO ASSIST IN UPDATING FFPLOYMENT
STATISTICS.) FURTHERMORE, THF DAEC REGUEST D THAT THE PP See Part II - A and
DEFINE THE NATURE AND EXTENT OF TCONOMIC POLICY CRETACLES Annex II - 2
TO EXPANDING LAROR INTENSIVE INWFESTNMENTS. WHAT MINIMUM

POLICY CHANGES ARE NTCFSSARY FOR FROJTCT SUCCFSS?

----- B, (DB CAPACITY. THE PROJECT'S SIX ACTIVITIFS RE-
QUIRE ADDITIONAL CDB STAFF AND MANAGEMENT RESPONSIRILITIES
AND PLACE CONDITIQNS ON USE OF THT NIV FECQIReTC, CIVEN
THE CDB'S PREFCEENCT FOR SIMPLT REPLENISHMINT OF SrECIAL
FUNDS RESOWRCES, TOP-LEVEL CDR AGEFEMTNT SHOULD 2% CETAINED

DIRINC INTENSIVE REVIEW OX THD COMDITICONS TC =T PLACFD ON
PROJECT FUNDS AND ON THE KE:D FOR THESE TO ATTAIN PROJECT See Part IV - 4
OBJECTIVES, CDB INVOLVEMENT AT THIS EARLY STAG" COULD ALSo See Part IV -

INCLUDE ANTICIPATING AND ADDRESSING POTENTIAL CONDITIONS
PRECEDENT,

S C. GZOGRAPHICAL FOCUS, THE INTERINM ETFOFT FOCUSES ON

PARBATOS AND THE LDCS, ALTHOUGH ALL NON-CONTR;PUTING CDR

MEMBERS ARE ELIGIBLE UNDZR THE PROJECT. THME DAEC SUGGESTEp ALl of the
'PROJECT LENDING CRITERIA BE DEVELOPED DURING IFTENSIVE Rr.-  Eastern Caribbean

VIEW BASED ON MATURAL SMALL INDUSTRY CPEDIT DISTRIRUTION ‘“l“i’ ‘i’giize is
PATTERNS -- E,G., PAST AND PROJECTED CDP LENDING AMD DEMAND ei gidble to parti-
FOR MALL INDUSTRY CREDIT FOR ALL ELIGIBLE SPECIAL FUNDS clpate.

BORROWERS (MDCS AND LDCS). FURTHERMORE , THE PP SHOULD IN-
QLUDE A RATIONALE FOR INITIALLY LIMITING EX »ORT ACTIVITIES
AND SMALL ENTERPRISE ASSISTANCE TO ONE MDC (BARBADOS) AND
ONE LDC AND SHOULD DESCRIBE THE ,ROJECT'S SCHEME T0 INCLUDE
ADD ITIONAL LDCS AND MDCS,



----- D AL OIS IRY FTITSTE OF

(1> TECHNICAL ASSISTANCE AND Tt apngpe, TUE PR cpauLD
DISCUSS 6LITHEp 21vip 18 Thz by epin s CF ZXKFIRTISE N
THE REGION FOR ASSISTING SWAL) £wrs SES IR ARPUTE T £hp
APPLYING FUSINE ©% SUTiie o guerss THT STLECTION OF

YI '\" LR [ERP PR .

» TRINIDAD, JAMEICA, THE
@B, OR THE LFCS, ARE THE PROPOSED INSTITUTION AND METHOD
THE MosT COST-CFFECTIVE? WHAT IS THE LONG-TFRM POLE anp
RELATIORINIP oF 2IVAP 1IN FRCVIDI, @ fA ON Tiw R¥¢10'72 1IN

PIMAP OVER OTHER INSTITUTIONS, E.gC.

LORDITION, THE FINANCIAL Fo
TUSINISS TA LRD TRAINING P
VIZWED IN THE pp, WHAT Wi
ARE NO LONGTR AVAILABLE?

ASI=ILITY OF FFOVIDING sMaLl
Y EIMAP SUCULD ©x CLEEFINLY po-
LL HAFPER wiEEnN aIn CRLNT FUDg

(2)  Sirswcirovniag P ST OUEQT,  TrT PLInEAM nTsenr TFLECRSg
ALOLS, 707 pre woonr IC TFET oz ovon FO-INI-TTor on L= hIwg
10 THE OFCS TO ASSIST IN THEIR CA,ITALIZATION, [RE DARC
REQUESTED THAT THE CDR ZYeMIkS ThE PTOFTR OROLE amp LISTRI-
EUTION OF THT DFecs IN TERNMS CF INDIV,GUAL pDFES® FINLNCTAL
VIARILITY £mD ARILITY TO poysigp FPEOJICTS gD Mave LCang,
SIVIN THEAT 2p FROVIDTS s vacoorc VALY TO rTromeenyy STL7-
SUFFICIENT ENTITIZG, How pose THZ CDF =RGF03T ToO FANLLE ANY
CFCS NOT VIASLE 2Y AID STANDAPDS UNDER THIS PR CJECT 7T NT

PP SHOW.D DEMORSTRATE HOW AMD N WHAT AREAS Tkr DFCS ARE IN
A BETTER POSITION THAN THE CDR AN ARE THEEREFORF NECECSARY
TO PFOVIDE gary INDUSTRY c2opgT, CELT ey mropaTories £in
MECHANISNS Coump SE USED 7o CerITALTIZE Tur SrCR?

(3) CREDIT DEIMAND, IN PROVIDING JUSTIFTCATION FOR THE

LEVEL OF pEraaD UNDER THE sMmalLL ENTER ,F]cE CONPONINT, THE
PP SHOWD SKow THE INCREMTNTAL DEMAD QUER 4D £E0OVUE THE

SUALL INDUSTRY DIVISION'S oonpn op FEQMECTIONS, PNTINSIVE
PEVIEW SHOULD ADDRESS POTSNTIAL SIMILARITY Bo7yoow s0¥E COF
THIS PROJSCT'S SMALL ZNTERRiCC ACTIVITIES eND Twr SMel L
INDUSTR IES ELEIGIBLE UNDER ThE AGRIEUSINESS | oaN

NO. 53E-T-0a7,
----- Yo EXPOPT INVESTIENT PROMOTICN,

(1> PRODUCT IDENTIFICATION, THE Dasc PECOMMINDED THAT THE
PP DISCUSS THIS PROJECT ACTIVITY'S ADVANTAGES [N Togpe CF
EXPAND ING EMPLOYMENT OPPORTUNITIES IN THE PEGION (£. G,
COUNTERACTING EMIGRATIQON FroM THE BT arewy oy TLTC feg
RECOMMENDED THAT THE ZIXFORT PrONOTICK UNIT oo LGCrTarn Ix
THE REGION WITH RUSINTSS REFFISINTATIVES FOR THFE U. 8.,
VENEZUELA AMND OT HZR MARKETS, E.3., THE EEC,

(2)  EXPORT PRODUCTION RESPONSE., THhr INTERIM PLPORT PpO-
POSES THIS ACTIVITY INITIALLY QNLY Ipr 2z20anng ENDOEN 1DC,
THE DAEC REQUESTED THAT INTENSIVE REVIEY INCLUDE an In-
g%STIGATION OF HOW THIs CTIVITY coULD gt MeDE REGICNAL ¢

FlO8w

COMMENTS

This evaluation

to be developed~
under the grant.
No institution hag
been selected at
the present tima,

Restructuring of
the DFC's 1is an
integral of this
projects. See
Part III-B-2(a)

There is potentia:
similarity but not
in actwality due
to the agricultur;
(food processing)
influence under
007.

It is expected
that the export
promotion unit wi
be located in the
Region. See Part
III - B-2(b).

As now proposed
this effort will
he on a regional
basis,
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COU.D A MzZCEANISM SIMILAR TO THZ BIDC AWD ST, LUCIA I
DUSTRIAL DEVEZLOPMENT UNIT BE CR"AT"D IN OTrER ISLAMDS DUR-
ING THE LIFE OF THE PROJECT? -

(3> CGREDIT DENAND. THE DAEC REGQUZSTED TEAT INTUTNCIVE RE-
VIEW INCLUDE AN ANALYSIS OF LOCAL LASOR CCSTS AND CTHEP
FACT(RS A""ECTING ZXPORT INDUSTIRY COMPETITIVENZSS TO EZNSURE
THE FEASIBRILITY OF THE LABOR INTENSIVE ©XPORT ACTIVITY.

----- F. C°FDIT FUND FIIRIRTLITY C?‘ITL‘D*A THE peeg po-
QUZSTED THAT THE LINIT N CLZITAL GUTLAY FVR JCF FT wifT &€
LOW AS PCSSIRLE FOR AID FINANCING, S,FCIFICALLY, THT D2EC
EXPRESSED STRONE RESSRVATICONS CONTEINING TWE DOLE, |8, 00p
UPPER LIMIT, THIS LIMIT SHOULD PROZAELY KOT ©XC¥ip DOLS.

12,0008 WITH THE RULK OF THE PROGRAM'S FINANCING AIMED AT
AROUND THZ DOLS,., 4-5,0¢0 PER JGCE PARFET, IT 18 T¥YFECTFD,
HOWSVEP , THAT THE FINAL CA4PITAL/LAGROR RATIO USED FCP TEHE
CREDIT FUND WILL BE FULLY JUSTIFIKD IN THE PP, INCLUTING ZN
HIST(RICAL REVIEW OF CDB SMALL INDUSTRY LENDINC, EXPERPTENCE
IN OTHER COUNIRIES OUTSIDE THE REGION, AND TEZ NEED TO
MAXIMIZE THE EMPLOYMENT EFFECT, (DAEC RECOMNMEZNDED TYHAT AN
ECONOMIST ASSIST IN DETERMINING THESE FIGURES)., THKE PP
SHOWD ESTABLISH THAT PROJECTS EXCEEDING THY UPPER LIMIT
WOULD BE ELIGIBLE ONLY IF IT CAN BE DEMONSTRATED THAT THE
PROJECT WILL GENERATE DOWHN~-STREAM EMPLOYMENT WITH A CAFITAL

LLABOR RATIO CONSISTENT WITH THE REGULAR PROJECT LIMIT. THE
DAEC ALSO REQUESTED THAT THE PP ADDRESS THE ISSUE OF ELIGI-
BILITY OF VARIOUS INDUSTRY CATEGORIES AND OF A LIMITATION
ON GOVERNMENT-OWNED ENTERPRISES.

----- G, TECHNICAL INFORMATION UNIT (TIU), IRTENSIVE RE-
VIEW SHOULD INCLUDE AN ANALYSIS OF THE DEMAND FOR THE T,U
AND TIU OUTPUT. DETERMINATION OF THE FUNDING LEVEL FOR
THIS COMPONENT SHOULD REFLECT THE APPROPRIATE TECHNOLOGY
.FUND TO BE ESTABLISHED UNDER THE AGRIBUSINESS LOAN
538-T-007. THE DA"C FURTHERMORE SUGGESTED THAT A MORE PRE-
CISE DEFINITION OF “AP,POPRIATE TECHNOLOGY™ IS NEEDED, IN
_PARTICULAR, WHETHER IT IS LABOR-INTENSIVE OR LIGHT CAPITAL,
IN ADDITION, THE FINANCIAL VIABILITY OF THE TIU SHOULD BE
CLOSELY REVIEWED IN THE PP,

OTHER DONORS. THE PP SHOULD DESCRIRE WHAT OTHER
DONORS PLAN TO DO FOR SMALL INDUSTRY DEVEZLO,MENT 2MD TO
ASSIST BINMAP AND THE DFCS - WITH SPECIFIC PEFZFEINCE TO
CIDA AND TO THE P OPOSEZD IDE PROJECT, CHRISTOPHER

BT

#1088

COMMENTS

Yes, where
appropriate

Such a survey is
planned See Part
IITI-B-2~(c).

Under the Grant

the TIU will impose
a review on all

CDB projects
exceeding a $5000
capital/labor
ratio.

Criteria is
addressed in Part
ITI-B-1.

"Appropriate"

is not desired by
the CDB; the pro-
ject focuses on
applied technclogy
to utilize under
developed resou.'ces
of the Region.

See Part IV-C-2
and Annex II-5
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. Project Tule & Number: . ENPLOYHENT/ IRVESTHENT_PROMOTION -_mm

'PROJECT DZ
LOGICAL F

1GH SUMMARY
AKEWORK

Lite of Pml’u‘l‘

Frem FY 1o Fg 81
Totel U. § Fumding 42310 .
Dete Piopered:

VijesT IO

- NARRATIVE SUMMARY

. OBJECTIVELY VERIFIABLE !ND|"ATOP5

MEANS OF VERIFICATION

IMPORTANT ASSUMP TIONS

* = Piegrem or Sactor Goal: The beocder objective te

o0 To

* of appropriate industrializaticn.

which this prejsct contributes:

increase t::ploymer..
u:d output of the industrial and informal
sectors of the MDC's and LDC'c of the

English-speaking Caribbean {tbe Region).

Measures of Goal Ad\-t"mnl.

Increased exployment cutput and *
income genersted by the project bene-v
fiting the poorer segrent of the
population in the Region.

]
]
i

Caribbean Development Bank (CDB) .
pro.)ﬂqt reports ot
records of the Governments of the Regxon
Project Repor%s and Evaluations
Field trips and inspections

Arsumpiions fer echisving goel tergets:

The development and grovth of industrial

of sthe Governments of the Region. _

Preject Purpose:

To strergthen the €D3's instituticnnl cape-~ity

to identify, exmnine ani premcte a grnn er
utilization of the physical, natural and human
resources of the Caribbean Region by (a) deve-

lopment of a mechanisn to disseminate snd pro-
mote applied technology- (b) execution of pro-
grans of experimental research and demonctra-
tion in adaptive technology- and {c} develop-
sent of programs for -the prublic and private

sector that give support to the implementaticn

ach. r--"
n}

)

c)

dj

e)

tasis.

End of cicjact vratua,
Ci'B Technolngy Inf omutmn Umt
stnffed fnd dissem=inating information
to the Region on s continunus basis.
Technology Fesearch Funds erc be-
ing utilized for applied resemrch an?
developaent in seell
Appropriate

OQutputs:

Magnitude of Culputs:

industries.
improvezents have been
inventigated and implemented for the
Fegion's on-lending progracs.
Ar. erganization and mechanisa has
been relect~d to attrect and assiat
in develomment of foreisn investment
in the Region.
An institution is identified to
;--vide appropriate T.A. to small
tucinesses on 8 financially viable

Conditions thot will indicate purpose hnl toen

. Units operations.

Field trips and inspections
Appraisal of the Technical Information

Reports of the Technology Reeeu‘ch
Fund.
Evaluations,

Assumptions for achieving purpose:

That appropriate technologies exist

and can be identified for apphcauon

to the Region.

The development of appropriate technology,
small business technical essistance, lend-
1ng institution improvement and industrial
investment promotion will be supperted by
the Region's Goverrnrents and effectively

utuued by the target popu.lltxon.

outputs contioues to be a high priority -°

Project reports and evaluations

Agsumptions for achieving outputs:

Yea.s . 'TOt'.l' CCB reports . Projs=ct inputs are made nvuxlnble in a
Establuhncnt and op-rahon of the Technology Cperational 3cf 80f 100% Field visits and inepections timely manner. -
Information Unit S l  Evaluntions Capadle CDB and contract T.A. persoanel
Prejects of 6 3 13 are assigned and maintain=d to im;lement
Completion of Technology Research Fund applied Apriied Tech- LT e e the various componeats during the life
research projects. nology - - of gg_e’project-.- -
Person months of technical assistance to: .
K . Person months :
+ ~ Ioprove the on-lending program of T.A. 16 - - 16 .
= Promote Fereign Investment 18 12 - 30
~ Develop T.A. progranm identification
for szall business 8 L - 12 .
{ .
Izplomentation Target . - . cas .
Ioputs: ) P A Yer.gu ! Disbursement records Assumptions for providiog inputs:
[TOTAL 1ST 20D 3RD CDB budgst . : st
AID Development Crant 1,6[3 1129 7 220 Audit Reports — - e e e L .
: Technoleogy Information Unit 183 8o 13 30 . = . .. Lt
Technology Research Fund 1,000 600 200 200 N -
Len”ing Institution Reform <112 112 - - =
Investment Promotion 197 177 20 - E
Small Industry T.A. Survey 184 160 2L - o
CDB Resourcesn 359 166 93 100 la
Technology Information Unit - 293 100 93 100 !
Lending Institution Reform 20 20 - - e
Investoent Promotidn L6 L6 - -
* TOTAL 2,035 _1295 k10 330
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Development Finance Corporation .

General Performance of the DFCs

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

nf 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
velue.

The system has equity (or near eqguity) valued at US§4.6
million a debt equity ratio of 2.5:1 and total Banking asseus
of about US$13.4 million. Nearly nhelf of the assets, and more

than half of the equity is attributable to the one DFC in
Belize. ( Additional support data and charts are in the RDO/C files)

Factors Fffecting Performance

The generally poor performance of the DFC's is partially
attributable to the tiny markets served. 1In no case is their
evidence that the constiraints imposed by such markets were
taken into account by the governments of the LDC siaztes; nor
1t 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. Iucia and Grenada), appear
capable of supporting well run independent financial institutions
devoted primerily, 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 asbout
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 percentzges for DFCs in Asia and Latin
America show zverage below 2%.

Of particular concern in the litany of operative
problems is the appraisal system; its criteriz and application.
Serious defect appear in project appreisals, and in the
appraisal oi collateral. The first has contiribuvied to a huge
degree of exposure i¢ bad debts, the second razises grave doubts
as to the salvageability of those exposed loans. Spot
reviews of collateral decuments indicate that the recorded
collateral value is not of suificient to meet siated criteria
and that collateral evaluaiion i rarcly confirmed. This

situation, serious in zny case, 1g muie more so by the fact

(@}

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

reported to be currently in arreazrs.

Exeminztion of =z mix of AIC, TFIC and SIC loans valued at
US$2.8 million and involving 632 1loans reveal 50% of the loans

in arrears, and 50% of the portfolio value affected.

Staffing difficulties are endemic, these stem primarily
from low salary levels, which freguently are as low as
US$250.00 per month for professionzls. 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. :The 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, Weaknesses, 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 conlrol of collateral documents, loan
recoveries are not segregated, delinguencies are sometimes
not aged, and no clear and definite brocedures exist for

collections.

While it might be expected that staffing and other
administrative costs would decline as a vercentage 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. 1In 1976 portfolio to Bz88.3 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 attributzble 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 o provide
a greater spread to nascent institutions. I% also flies
in the face of good loan appraisal principles which recognize
that if a project is calculated to succeecd or fail cn the
basis of a few interest points, ihe project is anzacceptable,
— except, perhaps, Tor utilities. 7Ti zlus Tlics in tne face
of the interests of the small borrewers, who are rarely
concerned with small variziions in intercsi, bui instead

[P

are concerned with oblainirg funds not cinerwise obht
More seiious is the probetility inat those who seek
provide low cost funds to ‘he omall busiressman in the
Caribbean will create a situation vwhere no Tunds will be
available. The Institutions crarged with delivery of un-
realistically low cost credit will be ircrezsingly wezkened

by success c¢f such delivcries.

As noted zbove, 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 limitamtions placed on their industrial
loan ceilings and conditions. The DFCs can lend up to US$37,00Q, with the
the épproval 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 scalie 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 1loans 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
capitel, land acquisition, etc., the banks report that approxi-
mately 35% of their total porifolios 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 unnecessary. In practice, the
blank check -subvention agreements have probably been, in part
at least, counter-productive. With no financial constraints
placed on DFC NManagement 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. -
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CARIBBEAN INVESTMENT CORPORATION:

The Caribbean investment Corporation (CIC) was established in 1973

by inter-governmental cﬂarter as a special financial institﬁtion,

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 fegion 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 ol 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 ghe Caribbean Development Bank and its affi]i-

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.

«eal2
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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 millioﬂ, with 827 (US$1.55 million) paid
up by the end of 1977, to be fully subscribed by year end 1983, The
private sector hassubscribed 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

(4) 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 (1) million European Units of Account to

be drawn upon as required to make equity and quasi-:quity 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 27 per annum with a four (4) year grace

period.

Management 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 Associétion of Industry and Commerce (CAIC),

of which two (2) must be residents of the LDCs.
.0913
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All the powers and functions of the Corporatioﬂ, except ;Hdse relating
to financial operations are vested in the B;ard of Governors. The
Board may delegate functions to the Board of Di}ectors, except: matters
relating to membership, Capital Stock, Charter Awendments, 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,
éonsisting of: TFour (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 Céc » with the proviso that at
least two (2) be residents of the LDCs. ﬁach of the Directors will hold
office for three (3) years and may be reappointed upon expiration of his
term. The Chairman is selected from amo&g 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 gpgrations 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

ceolb
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economic policies and developments. It cooperates with ECCM "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 cfficer are performed by a General Manager,
Jocated in the CIC main office of St. Lucia. He supervises a full time
staff of thirteen (13), exclusive of foreign advisors. The staff includes
Finance Officer, Accounting Officer 1, Accounting Officer 11, Librarian/
Research Assistant, Senior Secretary, Secretarial Staff (5) and Support

staff (3).

. Operations
Generélly,.all administrative support work is carried out by CARICOM
national staff, while all of the investmént 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
Management Advisors whose principal duties are to assist companies who

have previously received CIC investment funds. The advisors assist in
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, ghe services of an
jndustrial engineer for technical appraisal of new projects and production
systems and control procedures necessary for efficient operation of
selected firms. Several important advisory posts are currentiy vacant,
but swpport has been obtained from various international organizations

and should shortly be filled. These include: A Project Analyst, who will
prepare and analyze investment loan applications and assist in the p?omo-

eesl5
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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
financial 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:

(1) 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) manzgement 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 MDCs of the CARICOM Region (if
the partner in non-CARICOM control preferably rests in the hands of
CARICOM nationals).

(6) The enterprise is incorporated in an LDC.

.. .16
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CIC tinancing may be used for any of the following singly, or in
.combination: Working Capital; Machinery and equipment aéqdisition;'.
Building, construction and Expansion of existing operations or acqui-

sition of existing enterprises,

CIC 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 107 of its
own (CIC's) equity. It is not allowed to acquire more ‘than one third
of the enterprise's total share capitalg The ﬁain focus fo; CIC's
investment operations has been to support productive enterprises. To
this end an investment limit of 257 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
p;ojections 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 itg loan.

As a further safeguard, CIC normally reserves the right to nominate one
or more individuals for the Board of Directors 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: market, survey results;
cost estimates; technical feasibility analysis; sales projects; cash

flows, and other information bearing on the anticipated profitability of

. ol7
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the enterprise. The Board then weighs the application first on the
.basis of soumd investment criteria and‘only'after the prﬁject has
proven its viability will it be judged in terms of its economic develop-

ment effect.

When assistance is required for the pProper 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 CIC will participate in the énterprise 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 bv 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 69.57 of authorizations

.../8
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with equity at 752, and convertible loans at 652.: Ten out of the
total of twenty-seven enterprises receiving CIC funding utilized more
‘than one tjpe'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:-

% of Z of

Total Investment. No. of

Sector of Projects Projects
Industry 497 637
Agro-Industry 39Z 26%
Tourism 122 ' 117
1007 1007

The CIC resources by value are fairly evenly distributed anong the
Leeward and Winward Islands. St. Lucia, however, has received almost
double the investments of any other LDC. An examination of US dollar
;nvestment 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-gufficiency
called for the investment of 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 :bt; uses of funds have been seriously
overestimated; return on fixed investments was lower than expected
due to th; 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 performsnce 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

$ $ $
1976 1 85,000 1loss 86,000
1977 115,000 326,000 loss 441,000
1978 165,000 79,000 profit 66,000

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 responsibilitizs 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 imposing.no new financial furdens on the Corporation. The

nature of the new responsibilities (a) Coordination of investment proootion

.../10
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#snd (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 Jjudgements 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 organizationm.

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 Assistarnce

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
to 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 te 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 projacts,
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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.II.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 disseminating technical information,
the TIU should publish a small newsletter on a monthly basis, des-
cribing selected technical items of specific interest to Caribbean
development, including:

- research projects, both in and outside the region,

- new projuct developments, particularly those suitable for
small-scale applications,

- 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 coples 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. Natiomal Acadeny
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 Tectnology 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. 1In 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 II4-a
Page 5 of 13

INFORMATION SOURCES

Following is a partial list of information sources that should be
contacted by the TIU. Some of these sources supply information
generated Ly 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

asterisic (*).

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
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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 Developmené 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 International 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



Annexo' -a
Page 8 gof 11

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 Corporagion - 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 Wast Indies, Department of Agricul;u;e -~ 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 Appropriees - France

Indian Institute of Science - India
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Centro de Estudios Meso Americancs para la Technologia Appropriada -

Guatemala
Schweizersche Vereinigung fur Mittlere Technologie -~ Switzerlang

Schweizersche Arbeitsgemeinschaff fur Alternative Technologie -

Switzerland
National Center for Appropriate Technology -‘pnited 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, Govarnment and CDB personnel with AID technical assistance will pPrepare
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. Negotiations conducted bhetween CDB management, Government and DFC authorities
for program formulation and nature of commitments to be fixed (1 month)

The parties would make detailed arrangements fcr assistance to the
DFC's and agree to the terms 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 (1 month)

Two specialists, a bank training officer and a bank administration
officer. These will be assigned to carry out major elements of assistance
to DFC's,

5. Restructuring Process carried out (10 months)

Organizatioral adjustments would be completed, precedure changes
instituted, legal requirements met, personnel qualifications and per-
formance levels set. Initiation of new 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) didentification 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 sharpprice rises over
past few vears (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 he 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 cifficial 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 identificaticn of potential "migrant" firms opera-
ting in the Far East through product and preduction analysis. The
TCA team will include a Market Economist, two contact officers, and
an industrial oromotion specialist, During the course of carrving
out the program the team will train CIC and LDC personnel in all
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 LOHC
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 prepave 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.
The system would cover all informational and guidance needs of in-
vestors from the day they are first approached by LDC representa-
tives 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 te exposed to the
theory and practice of locational analysis, business philosophy and
practice. These will be the basis for specific compcnents 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 indus-
trial promotion agencies in St. Lucia, St. Vincent and Antigua. He
will advise and participate in data collection and analysis, develop-
ment 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. He 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-246 U,S. reports for consumpticn
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
willl 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. Thils involves the preparation cf detailed
economlc, 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 of the ieasonable 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 famili:irize them with the LDCs possibili-
ties, to carry out studies anc 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 tha response mechanism. C.I.C. and
LDC personnel will assist with all phases and will receive in-
doctrination, training and supervision expansion by technical
assistance personnel.
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IMPLEMENTATION 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 advertisenent
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 adminis-
tration volunteers with sufficient lead time to allow them to arrive
shortly after the 3.5 months recruitment period.

B. Survez

The CDB will use their established contacts within the various
LDC Governments to solicit permission and support for an establish-
ment survey of small enterprise. The survey will produce, determine
the magnitude and characteristics of the small enterprise communi-
ties 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 "snsultant will prepare the preliminary sur-
vey package with interview manual and draft questionaire. Thig
material will be used during the survey training session, lasting
approximately one (1) month. The Technical Consultant, CDE staff
member, PCV "Team" will then leave for their assignad 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 information 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. Saies, value, market etc.;

11. Use of Technical Assistance, source date, characteristics;
12, Plans, expansion, marketing, etc.:

13. Perception of small enterprise problems;

l4. For informal industry, household skill inventory, time
available for cottage industry.

The Consultant will research available data tc 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.
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As the surveys conclude, the consultant will receive the
raw data for tabulation. He will analyze the data and ir colla-
boration 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 re-
flecting the conditions in the small enterprise cormunity. 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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Existing Technical Assistance Programs

1. Caribbean Development 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. 1In 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
irn 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 estz*"ish export credit
insurance and guarantee facilities for Barbados.



An Agronomist was provided to the Government of ““m§a$?2°f L
St. Kitts to advise on a program of cacao, coffee and other
tree crops. An officer was made available to the Guyana
Agricultural Cooperative Development Bank to deliver a course
on e project preparation and supervision. 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 & small scale fisheries. Help was provided to a
USAID Mission appointed to examine possible increésed 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 Agricilture
of the U.W.I. Two officers of the Bank served on the Board uf
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. 1In-
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 of
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
s80il 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 vtilized. 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)
Yyears.

The Government of New Zealand has provided a grant of
NZ$600,000 for the undertaking and commissioning of Pre-invest-
ment Studieg 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.



ANNEX II 4-@
Page 9 of 12

The Government of Vernezuela hasg permitted up to 10%
of its contribution to the SDF ($1,000,000) 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 1ts 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 thiee major donors with relatively large
technical assistance programs in the Region, and several donors
with smaller but important programs. 1In 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.,
operaling through the British Development Division (BDD) in
Barbados. The BDD Provides assistance on both a regional and
national basis. On a3 regional basis the BDD has been providing
a relatively large number of advisors in : (a) the fiseal and
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budget area, including income tax, customs, social security,
Property tax, etc. (b) agriculture; including crop produc-
tion, reaserch, Crop processing, economics, livestock develop-
ment, etc. (c) public works including roads, buildings, water,
quarrying, and more limited assistance in education and health.
In addition, the BDD administers gz large scholarship Program
for studies at the U.W.I. ang 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 ang
agriculture. A sizable technical assistance component, both
advisory services and training, is in-luded 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 pPlanning, airport management, airline management,
weather, etc. Under water Supply, consulting engineering ser-
vices 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 consultirg services angd ad-
visors in teacher training, vocational education, curriculum
development, ang school administration. 1In addition, scholar-
ships for teacher upgrading in Canada and the University of the
West Indies and of Guyana are being provided. 1In agriculture,
& 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 ang 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 of 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 in health and
nutrition in the Region including a relatively large advisory
etaff 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 0AS, 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 CDB

Ordinary Capital Resources:

(a) Borrowings: Of the $40,087 million in borrowings frém external
sources, the CDB drew upon the following amounts fram the corres-

ponding institutions at the indicated interest rates:-

IBRD - 517 million
IBRD 4%% loan - $3 million
Export - Import )
Bank of Jzpan at 8%) - $ 8.333 million
Short-term borrowings)

6% bords ) - S10 million
Bank Ioans - $ 1.754 million

IBRD loans carry a camnittment fee of 3/4 of 1% on the undisbursed kalance per

annum.

The $17 million is repayable by February 1, 1995, and the $3 million

is repayable by January 15, 2001.

The EXIMBANK of Japan laan is to be repaid in twenty-two (22) fixed semi-annual

installments caimecning on September 20, 1980.

(b) Capital Stock...... $34.453 million

(c) Ordinary Reserves:...this fund is set aside as a resecrve for losses
arising on loan$ and from currency devaluations.
Total Reserves as of Decamber 31, 1977..... $4.266 million

Special Fund Resources....... Special Dzvclopment Fund

Purpose: The SDF was established to receive contributions or loans to

be used to finance or guarantee projects of high develogment priority,
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and lower intemst 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.

Ioans 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 amount utilized and a committment fee of
1/4% of 1% on unutilized awounts. ILoan is repayable in twenty (20)
years in forty (40) equal seni-snnual installments comnencing

Decomber 31st, 1985.

(c) Government of Canada loans (2) of $21,724,548 interest-free with no

definite date of repayment.

id) Government of Colombia contribution of $5 million, interest-free and
not rep:yablél)efore Novarber 9th, 2000. Not less than 5% and not

more than 10% of this contribution imay be used for technical assistance.

(e) Government of New Zealand loans of $602,894, interest-free with no
definite date of repayment. The entire contribution may be used for

technical assistance.

-
-h
N

United Kingdom contribution of $12,998,468 interest-free with no

definite date of repayment.

(g) Venezuela Govermment contribution of $10 million interst-free and

not repayable before December 20th, 1978.
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' GFR...Other Special Funds

Purpose:- . The. Other .Special .Funds pool.was established to finance selected
functional development areas. These include agriculture, housing, commercial
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 Goverrmment contribution of $7,858,: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 annun on the amounts thereafter. Repayable in forty
(40) years after the first disburscment.,

(b) Housing Mund.....The Furd includes a Primary Market Fund for

making loans to public agencies and non-profit institutions in mamber

countries to finance the construction of low-incamke housing; and

a Secondary Market Fund for the purchase of eligible home first

mortgages.

(1) USAID contribu\tion of $5.1 million for the Primary Market oper-
ations; $2.8 million for the Secondary Market operations.
$500,000 maximum for financing technical assistance. The loan
is subject to a 2% interest on the amounts used during the
first (10) years; and 3% rhareaftér. The loan is repayable
within forty (40) years of the first disbursement.

(c) Cammercial Livesiock Production Fund....The Fund was established

to finance loans for the development of camnercial meat production
in IDCs 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

Purpose: The Fund is used to finance the cost of IDC Counterpart
contributions as is required of specific, the Bank approved
project loans.

Goverrment of Trinidad and Tobago loan of $4,166,667 subject to
a 2%% intefest per anmum and repayable within thirty-five (35)

years.

Venezuela Trust Fund

Purposie:  The purpose of the Find is to contribute to the financing
of projects and programs that may have a significant effect on
déevelopnent of the regional member countries of the Bank. The Fund
is less restrictive on the use cf its monies than either ihe OCR

or the ErR...although it carries hard loan terms (8% per annum to the

porrower across the board).

Venezuela Investment Fund 1loan of $12.5 million and Venezuelan bolivers

53,750,000 administered by the Bank on behalf of the VIF.
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CARIBBEAN DEVELOPMENT BANK

[Te]
,’j ‘8 RETURN OF DISBURSEMENT AS AT MARCH 31, 1978
7] EXPRESSED IN ~000's U.S. DOLLARS .
] SUMANY 1
BN o o=sant 1
E g ED 34/78
Ay
: LOANS APPROVED SIGNED AGHEEMENTS D I S B URSEMENTS .
NAMZ OF FUND AMOUNT : CUMULATIVE YEAR A
. OF FUND NO VALUBD NO. VALUE RC. AOURT 1m—L-%%
A. ORDINARY CAPITAL RESOURCES
2 I y) r$
Secondary Market Fund 3,000 .o 1,532 - - oo 1,344 - 631
Other Yy 31,453+ | 38 24,299 37 21,999 36 21,124 155 Z
(ii) WORLD BANK - ORDINARY 17,000 - 8 13,050 7 12,550 1 2,352 - -
(iii) WORLD BANK - THIRD WINDOW 3,000 1 255 1 255 - - - -
4{iv) EXPORT IMPORT BANK OF JAP:N 8,993 - - -* - - - - -
: ,{v) REGIONAL CENTRAL BANK BONDS 10,000 - - - - - - - -
. 73,446 47 39,136 45 34,804 37 24,820 155 711
B. SPECIAL.FUNBS RESOURCES (HARD)
VENEZUELA TRUST FUND 25,022 11 12,662 9 10,514 7 6,799 73 719
TOTAL HARD FUNDS (A & B) 54,468 58 51,798 5h 45,318 [AA 31,619 228 1,430
C. SPECIAL FUNDS RESOURCES (SOFT)
* .spggxxl:gansvcw T FUND: 20,424 12 10,156 12 : 10,196 11 9,086 1,060 158
Colombia - a) Loan 4,500 2 607 2 607 2 528 - -
- b) Tech. Asst, 500 - 18 - - - 15 - -
Federal Republic of Germany 8,156 3 927 3 927 2 676 17 51
New Zealand -~ a) Tech. Asst. ) 612 - 221 - - - 221 34 -
. b) Contingent Loans) 1 52 - - - - - -
United Kingdom 2,661. | 20 7,475 20 5 7,475 7 5,760 & 1%/ 362
USA Loan No. 1 10,000 18 10,000 18 ¢ 10,000 1 10,000 - 160
. USA Loan No. 3 15,000 24 13,445 21, 12,485 ' 16 3,227 240 936
Venezuela - a) Loans - 9,000 4 5,911 4 5,911 3 4,670 957 152
- ~ b) Contingent Loans 1,000 4 270 3 225 2 85 26 -
Fool : |- 18 17,144 14 14,605 . - - - -
SUB-TOTAL 78,853 106 66,2€6 97 62,431 71 34,268 2,263 1,819
(ii) OTHER SPECIAL FUNDS:
Agric. Fund - Canada 7,596 22 6,738 21 5,738 17 3,430 147 26
- USA Loan No. 6 10,000 A 2,015 3 1,834 - - - =
« USA Loan No. 7 6,500 ° - - - - - - - -
- 3 - b2} - 1A - c . -
= &3: bivestosk Lean, 53 o2 - SR 52 617 i
C/Part Contri. - Trinidad & Tobago 4,167 29+ 2,189 29+ 2,189 18+ 1,771 91 38
USA Loan Nv. 2 - Primary Market 5,100 12 5,319 12 5,319 11 4,393 536 236
| - Secondary Market 2,800 .o 1,464 - - | v 1,261 - -
) - Technical Asst. 500 - - - - [ - 348 (3t -
Pool - 2 1,890 3 1,850 - - i - -
AIDB - Loan 500 - - - - - - - -
- Grant 1,000 - - i = - -~ =
SUB-TOTAL 40,409 41 20,587 39 17,913 28 12,064 1,420 301
TOTAL 119,262 | 147 86,853 136 80,343 99 46,332 3,683 2,120
GRAND TOTAL 217,730 | z05 138,651 150 125,661 n43 77,951 3,911 3,550

**See Surmary Sheet No.4 for number of mortgages
+Not numerically included

1/Includes Promissory Notes totalling 53,296

2/Loan transferred from SBF-UK to SDF-CAN




CARIBBEAN DEVELOPMENT BANK

ADMINISTRATIVE BUDGET FOR THE

YEAR ENDING DECEMBER 31,

1978

(Us.$000)

Board of Govenors

Board of Directors

Staff
(a)
(b)
(c)
(d)
(e)
(1)

Salaries

House Allowance
Other Allowances
Exp. on 1lst Appt.

Exp. on termination

Pension & Med.

TOTAL

Other Admin. Exp.

(a)
(b)
(c)
(a)
(e)
(f)
(g)
(h)
(1)
(3)
(k)
(1)

Travel
Communication
Library
Printing

Office Cleaning
Insurance
Entertaining
Utilities
Office Equip.
Professional fees
Consumables
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, 0C0
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-SpeakingﬁCafibbean. 1976

GNP at Market GNP per
» Prices Capita

Population (US$ millions) (Us$)

Antigua 71,420 47.3 663
Belize 130,000 98.0 762
Dominica 77,400 26.9 347
Grenada 109,700 43,7 370
St.Kitts-Nevis~Anguills 49,100 30.2 614
Montserrat 12,162 7.8 641
St. Lucia 111,500 57.0 511
St. Vincent 103,060 33.5 316
Sub-Totals 664,342 (17%) 344.4 (9%) av., = 518
Barbados 247,000 387.7 1,260
Jamaica 2,096,000 2,880.7 1,070
Guyana 805, 5002/ 418.43/ 540
Sub-Totals 3,148,500 (83%) 3,686.8 (91%) 1,170
Totals 3,812,842 4,031.2 1,057

e ———————————

Sources: Various IBRD country studies completed in 1978.
Prepsred by: RDO/C: G. Wein, 8/78

a/ 1977 figure
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BUSINESS ENTERPRISES AND WANUFACTURIRS

IN THE 1.DCs

No. of No. of NManu-
Country Year Enterpriczes Fzcturers

St. Kitts 1976 750 NA
St. Iucia 1975 1,312 83 (1978)

Belize 1974 NA 80
(1967) 1676 110

St. Vincent 1976 901 109 (1377)
Antigua 1976 1,351 51

Dominica 1972 934 NA

Grenzds - NA NA
Montserrat 1977 150 KA

Total 70774 323
(253)
Sources: No. of FEnternriscs

A1 totels cxeent Ste Viacent are dravin 1rom mLst
Tecently, avzileble Kational Frovident Fund
(Soci-] SeL7"tJ Sy=tem) figures on Hc. of erployers

contrd foeluding soricvltural ond domestic o=
niloyaer 1ing elf—omp1o;ed. St. Vincent is
drraem nd Spdicideal drmes Lo oune GUENT
tnat AT ed T ooreupsaticonal eluzses
tien e pocprictoship or voartnerchs
ine3s enteryy i3 Trofcesiong, Tnvestment and A
ture are e*c;udud from this tcizl snd corperation
ing tuxes are included.
Sourses:  [o of oo T wlnniis
St, Tmeisz: laticsal Provident Fund (1973
Belize : Anmuel Report of the Latcur Deparunent Tor the year 1G74.
Tahle VIII ey stered Factoricse Result of 1967 JBusiress
SOLJ“J cre shown bhelow in wrackets
St.Vincent Estimations on valuve ﬂllnd in ire Taduciriel Sector of
St. Vin:ent in 1976 Teven Yionzda. ULID0.
Antigua Antigua Stztistical Year hook 9”7 Statistical Divi-
sione. Iiinistry of Pinznce. Table 1l.1.
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St. Vincent

-

Page 3 of g
MARNUFACTURING EMFLOYMENT IN
SELECTED EASTERN CARIBBEAN COUNTRIES
(For Various Years)
Bartados Belize ° Antiwua St. Vincent
(1975) 1274 (1977) (1976)
23 53 23 56
13 20
36 10 8 24
90 17 7 9
149 g0 51 109
Total Manufacturing Employment NA N/a 1,510 1,252
nterorise W X/a 30 11
of Totel Irdustries 40% 9% Cay 22%
- Anrual Report of the Labour Jepartrent for the

j(‘ar 19740

Antigua Stariztical Year Donmk 1977, Statistical

Division Hinistry of Finance.

- Estimates on Value Added in the Irndustrial Sector
of St. Vincent in 1976, Tet:igo Yoorda LxIino,
Jentorder 1977,

- ‘reliminary (urpublicshed) vesolt of 1975 Establishment

Survey, Statistical Services.



NUMBER OF BUSTINESS

ESTIMATED

ENTERTRISES

BY CATEGORY IN SELECTED LULC's

L
Number of ? Number of
Number of Mamae & Comre :Manue ¢ Comm. | Total Number
Country Number of Number of Coni .2reial Establishments: Enterprises of
Employees Manufacturersf Establishments Employing Employing Employees
Loes Thean 25 | Less Than SO
1. St. Kitts 750 H/a N a N/a N/a 21,000
2. St. Lucia 1,312 83 223 265 26 39,610
3. Belize 1,676 \ 1329 anen i 322 10 N/a
} f
4., St, Vincent 201 ) 109 620 ! N/a , N/a 22,700
f
.' .
5. Antigua 1,351 51 N/ a | N/a N/a 18,389
6. Dominica 934 N/a N/ a { N/a | N/a 14,000
]
{
7. Grenada N/a N/a N/a I N/a } N/a 26,000
! i :
f. Montserrat 150 N/a Ny i N/a ] N/a b 1,406
7’074:7—/-.: 3921'-/'.: . 1(,‘72/* en 7;/:‘: ! _!(‘;/'.‘.' ! 1‘.,;3’1351/:':
i ;
Sourcest
/‘.’t
T Information obtained from variety of soureces; Slationcld PI‘O‘JiC’;{?:“."& 1““?‘_‘-:
andé UWID0 and Yorid Roank ecconromic studies.

SIstablishment Surveys,

8 3o p obeq

s

Yaln

°o L 1II
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MANUFACTURING/TOTAL LABOR FOKCE COMPARISONS Page 5 of 8

IN SELECTED LDC®s

Manufacturing Total
Employment Employment
‘ Latest Latest
Country 1970 Available 1970 Available
Data Data

Antigua 2,139 1,510 18,575 19,254
Belize 4,596 N/a 31,465 N/a
St, Lucia 2,153 N/a 26,583 39,610
Grenada 2,068 N/a 25,980 xN/a
St. Vincent 1,632 1,374 20,990 N a
Dominica 1,545 N/a 19,677 14,000
St. Kitts » 286 1,4A00 12,359 2,980

3

Montserrat 203 N/a , 769 1,406

TCTAL: 15,622 h,%%4 159, 408 56,016

Sources: 1970 figures from 1970 .7 .%o Caribboan Corivs,

Latest Tetal E-ployie»nt fipures frem T3l oaional Trovidest
Fund employc;e registrations, except Antigua Tyes Stztiotios Divisien
Minmistry of Flamning, Dovolusment { External LTfalrs, ' :
(latest availabdle).

o - 1 LREE e fale of e e 3 =N [
Varnufacturing capleyoont: (latezt availatle deta).
Antiguaar Staticties Tivisiern - cinisvey of lanning, 1974,

St. Vincont:  Fstimenes fram 700 o Tt oan Ste Vineant, 1976,

St. Kitts: Annual Teport of e Dogartes ot of 1 henr 1976,
I} H s



Note: Investment figures include working capital.
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BARBADOS INVESTMENT PROMOTION
SCHEME
(Us_g000)
Invest- Employ- Avg. In-
New Enter- ment In ment In vestment Expansion Invest- Expanded Invest~
prises New En- New En- Per Job New Of Exist- ment In Employ- Expan-
Year Operating terprises terprises Investment ing Enter. Expansion ment sion

'1973/74 6 4,066 399 -10.2 NA 1,162 823 l.4
1974/75 NA NA NA NA NA NA NA NA
1975/76 6 882. 170 R.2 6 304 528 .6
1976/77 13 7,448 Y91 7.5 3 200 140 l.4

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 .4
1975/76 1,186 698
1976/77 7,648 1,191
Source: Earbados Investment Development Corporation.
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INVESTMENT AND EMFLOYMENT UNDER
BARBADOS INVESTMENT PROMOTIGN SCHEME

New New Averape
Enterprises Investnent New Investment
Operating (Us$'000s) Erploy~ant Fer Job (USS)

1973/74

1974/75

1975/76

1976/77

1977/78

9 5,227,500 1,262 4,150
6 973,250 345 2,300

5 1,185,500 698 1,700

Total 1976/77. 33 15,034,600 3,436 4,375

NOTE:

e e Tl S e e TresetmeS e LAl IS, e Ll LR AR el ot

1/

Fiscal Year, April 1 - ¥arch 31,

ITnvestuont o4 FooTeyroone Uicices delude exda-<inn of
aperations in ericting industr’ os Srevieusly otclttad

uncer the Jrvostrons Trncentive $ohom,
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BARBADOS INVESTMENT PER EMPLOYEE
UNDER INCERIIVES SCHEME
(UsS$°*000)

Investment
Year Per Employee
1966 1.9
1967 .9
1968 o1
1969 1.1
1970 | o5
1971 2.1
1972 ]
1973 4.3
1974 3.4
1975 1.7
1976 ' 6.4

Yotos Exchanpe rate of £C$2.0 = LSSl
(Used in this table)



EQUIPMENT
LIST

(Us $000)
Item . Year
1 II III

_TIU
Office Equipment 10.5 3 -

Data Terminal - - 3.5

ANNEX II - 8
Page 1 of 1

Total

Equipment 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 pla.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.1.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 requirina
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.





