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CHITER STATEZL HTURKNATIONAL DEVEOLONH HT COOCREEATION £GLUNCY
AGENCY FCROINTEIPINATIONAL DEVELOEMMENT
WASHINGTON D C 205023

THU ALBRAOSTRATUR
(Acting) PROJECT AUTHORIZATION
Czribbean Develepment Bank Caritbean Levelopment Fuczility I

Project Numbeir: 538-0040

L. Pursuant to Sections 103-106 of the Foreign Assistance Act of 1951, as amended,
I hereby suthorize the Caribbean Development TFacility I Projeet for the Caribbean
Develonment Bank ("Bank™) involving planned obligations of not to exceed seventeen
millicn five hundred thousand cdollars ($17,500,000) ir loan funds to help in finaneing
certain foreign exchange and local currency costs of goods and services required for
the: projeat.

2. The projeet will consist of a follow-on loan to Project MNo. 538-0023, the proceed
of which will b2 relent by the Bank to assist the governments of tha English-speaking
Caribbean conntries to meaintain adequate ievels of development investment by providing
resources necded to finance essential socioeconomic development projeets of partici-
pating countries most of which are being assisted by international agencies and other
donors.  The participatint ccuntries, in turn, will have committed themseives to
nadartabra cn]{'—hp_]:x maazurae rofientard in medinm {evm aronamin nragrame, annrnyadd
by the Cearibiean Group for Cooperation in Economic Development, which will lead to
financial staebility and leng-term growth. The entire amount of A.LD. financing herein
authorized for the project will be obligated when a suitable amendment to Project
Agreement No. 538-0023 has been executed.
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3. The Project Agreement Amendment, which may be negotiated and executed by
the officer to whom such authority is delegated in accordance with A.LD. regulations
and Delegations cf Authority, shall be subiect to the foliowing essential terms and
covenants and major condifions, together with such other terms and conditicns as A.L.D.
mey deem eappropriate.

4, a. Interest Rate and Terms of Repayment

The Bank shall repay the Loan to A.L.D. in United States
Dollars within tweity (29) years from the date of the first
disbursement inciuding a grace period of not to exceed ten
(10) years. The Bank shall pay to A.LD. in U.3. doilars
interest from the date of the first disbursement of the Loan
at the rate of (a) two percent (2%) during the first ten (10)
years, and (b) three percent (39) per annum thereafter on
the outstanding disbursed balance and on any due and unpaid
interest accrued thereon.




Source and Orizin

Except for occan shipping and except as A.L.D. may otherwise
agree in writing or as otherwise provided in this authorization,
zoods und serviees financed by A.LD. from Loan funds shall
have their source and orizin in any country included in A.LD.
Geographiec Code 94], or in any Bank member country other
than the United Kingdom or Canada exeept as provided in
subsection f.(1) below.

Ocean Shipning

Until further notice from A.LD., ocean shipping financad
under the Loan may be procured in the United 5States or any
Bank member country other than the United Kingdom or
Canada except that, with respect io transactions in which
transportation costs do not exceed $250,000, ccean shipping
financed under the Loan may be procured in any country
included in A.LD. Geographic Code 899 on the condition that
the suppliers provide a written certification as to non-
availability of Code 000 or local flag carriers. In eddition,
for the purpose of cargo preference, U.S. flag vessels shall
be ceemed to be not availabie with raspect to transactions
falling under the terms of this procedure.

Conditions Precedent to Nishnrsaments for Subhlending

Except as A.LD. may otherwise agree in writing, prior to
any disbursement or the issuance of any com.vitment docu-
ments under the Project Agreement to finance any eligible
subloan project the Bank shall furnish in form and substance
satisfactory to A.LD. {a) evidence that the country in whieh
the respective project is to be carried out has been qualified
for assistance by the Caribbean Group after review of its
proposed development policies and investment programs; (b)
eviderice that the Bank has identified the project to whizh
assistance will be provided as eligible under A.L.D. subproject
selection eriteria; (¢) evidence that the Borrcwer has received
from the aporopriate donor institution a written statement
with such supporting documentation as may be necessary,
confirming (i) that the proposed eligible project is currently
technically, economically and financially feasible; (ii) that
the financial plan for the project prepared by the donor has
been reviewed and updated; (iii) that the proposed eligible
project will not have a significant effeet on the” human
environment or if such project does have a significant effect
that a satisfactory environmental analysis has been prepared;
and (iv) that the proposed eligible project (which shall be
adequately described) will have a significant impact upon the
poor of the country in which it is located ineluding a brief
explanation of how this impact will be achieved.



Covenants of the Bank

Exeept as ALD. may otherwise agree in writing, the Bank
shall covenant (1) that funds made available under the project
shall be reloaned to Bank member countries at an interest
rate of not to exeeed 4% per annum for the maximum
feasible term of repayment (including a grace period) con-
sistent with timelv repavment of this Loan to A.L.D. by the
Bank; (2) that intcrest earned, to the extent that it exceeds
administrative costs of the project shall be allocated to one
or more of the following: reserve against tad debts, super-
visien of technical assistance, financing of common services
for regicnal or subregional orga mzahcns, or relending., Ac-
tivities fmmced shall benefit member countries of thz Bank
with emphasis on the CARICOM LDCs. The planned allo-
cation of such resources shall be agreed to in writing between
the Bank and A.LD.

Waivers - Source and Origin

(:) T he United Kingdom or Canada shall be censidered eligible
fur purposes of soures, crigin and nationality for goods and
services, execpt {or ocean shipping, (see subsection e. above)
if the Bank obtains from the respective LOUﬂt[‘j a written
commitinent, satisizetorv to A.L L.. that during the life of

+h\ nnnwnnf onn?] nr\"n1—vny i1l mnlrr\ availahlia fitnAn “"\ fhe
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CDF in a similar c;mount which wiil be available for ex-
penciture in tie United States (in addition to such other
nations as may be specified) on a non-discriminatery basis.

{2) The Bank's procurement procedures shall be conzidered
acceptable, and contrary requirements of Handbook 1B,
Chapter 19 are waived.

Acting Administrator
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A. SUMMARY AND RECOMMENDATIONS

1. Recommendation

The AID Reglonal Development Office/Caribbean recommends
authorization of a loan for $17,500,000 and a grant for $2,500,000 to enable
the Caribbean Development Bank (CDB) working within the context of the
Caribbean Group for Cooperation in Economic Development (CGCED), to contribute
to economic stabilization and growth in participating CDB member countries.
The loan is to be funded in FY 1980 under the following five appropriation
categories: FN - $11.2 million; PN - 1.0 million; EH -~ $1.8 million; and
SD - $3.5 million. The Grant funds, also to be provided in FY 1980, are to
be funded from the SD approprilation.

2. Borrower and Executing Agency

The Borrower and primary executing agency will be the
Caribbean Development Bank (CDB). The CDB is a regional development finance
institution, established in 1970 and composed of eighteen (18) regional and
two (2) non-regional governments. Its purpose is to promote the development
and integration of its borrowing member governments with special emphasis on
its less developed members. The loan program will form a part of the Caribbear
Development Facility, a mechanism established under the CGCED in 1978 to
provide supplementary financing to reverse the economic deterioration which
was occuring in much of the region. The grant program will form part of the
Basic Human Needs Fund of the CDB, a mechanism primarily established in 1979
to address the problems of the Eastern Caribbean LDCs.

3. Project Summary

A.I.D.'s purpose in providing the loan funds is to assist the
MDC governments of the English-speaking Caribbean countries participating in
the Caribbean Development Facility to maintain adequate levels of development
investment by providing resaurces needed to carry out essential donor-assisted
socioeconomic projects. The purpose in providing the grant funds is to further
capitalize the BHNF of the CDB. The $20 million of assistance provided at this
time will augment the resources that the CDB has available to implement two
programs established to achieve that purpose. First, A.I.D. will make available
$17.5 million to the CDB in loan funds to be utilized in the MDCs* to continue
the AID-financed CDF program initiated in FY 1978. Under that program, the Bank
lends funds to the participating MDCs to finance the local costs of essential,
donor-assisted development projects. The program thereby permits the continued
implementation of important development projects which would otherwise be delayed
by the difficult financial and economic conditions which currently prevail in
the region.

MDC countries participating in this program will have committed
themselves in the CGCED forum to undertake measures designed to achieve long-term
equitable growth and to achieve internal and external financial balance. Economic
performance and the need for CDF resources are evaluated by the CGCED. The CGCED
also establishes lists of projects eligible for financing under this program. In
addition, A.I.D. requires that the CDB be satisfied as to the technical, economic,
financial and environmental soundness of projects. A.I.D. further requires that the
CDB use its funds only to assist projects which predominantly benefit the poor.

The second CDB program which is to receive additiomal funding, a
$2.5 million grant, is the Basic Human Needs Fund (BHNF) . :

*Barbados, Guyana and Jamaica
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The BHNF was escablished in FY 1979 to assist the LDCs* to arrest the
deterioraction of economic and social infrastructure and to generate productive
aoployment.

4. Summary Rationale

The countries of the Eastern Caribbean have faced serious

eccnomic disruption during the past six years, parulcularly as a result of
several external events. The world—w1de recession of 1973/74, contraction in
international demand for the region's pr1nc1pal etports, major increases in
imported foodstuffs and massive increases in oil prlces put regional economies
under severe strain and accelerated an already serious unemployment problem. In
the LDC's these factors.combined with the islands small size,and limited resource
base generated substantial domestic inflation and halted economic growth. 1In

a number of cases, GDP and per capita income actually declined, In Jamaica

and Guyana, these events had an especially acute effect. Heavy external
borrowing was followed by the imposition of restriction on money supply and on
foreign trade and payments. New investment and the availability ot raw
materials were curtailed, resulting in a declime in production and increased
unemp loyment.

These facts notwithstanding, countries in the region have made
significant progress in commiting themselves to and carrying out policies which
will achieve growth with equity, while at the same time restoring budgetary
stability. This difficult and often conflicting task of restricting expenditures
and improving the balance of payments while maintaining acceptable levels of
deve lopment can only be accomplished through substantial external assistance of the
nature being prov1ded through the Caribbean Development Facility, and the Basic
Human neéds Fund. The progressive momentum begun under CDF I AND BHNF must be
continued if countries are to successfully make the adjustment to new economic
realities as well as realize their critical development objectives. S

5. Summary Findings

The Project as designed responds to a
critical need in the English-speaking Caribbean for supplemental financing for
high priority socioceconomic development projects. The Project has been found to
be technically,financially, economically and socially sound and ready for
implementation. All relevant requirements of the FAA Section 611 and all other
statutory criteria are met.

6. Terms, Conditions and Covenants

In addition to the standard conditioms and covenants associated
with AID loans and grants, the following are proposed:

*The LDCs (or Less Developed Countries) include Antigua, Dominica, Grenada,
Monserrat, St. Kitts/Nevis, St. Lucia and St. Vincent. Belize, also an LDC
according to the CARICOMA definition, did not participate in the original
project but will now be included. Barbados participates in the BHNF ut11121ng 0
$2 million in AID loan funds also provided to the CDB in FY 1979. -
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Interest Rate and Terms of Repayment

The Bank shall repay the Loan to A.I,D. in United States

Dollars within twenty (20) years from the date of the first

such disbursement including a grace period of not to exceed ten
(10) years. The Bank shall pay to A.I.D. in U.S. dollars
interest from the date of the first disbursement of the Loan

at the rate of (a) two percent (2%) during the first ten (10)
years, and (b) three percent (37) per annum thereafter on the
outstanding disbursed balance and on any due and unpaid interest
accrued thereon.

Source and Origin - Loan and Grant

Except for ocean shipping and except as A.I.D. may otherwise
agree in writing, goods and services financed by AID from

Loan funds shall have their source and origin in any country
included in AID Geographic Code 941. Ocean shipping financed
under the Loan shall be procured in the United States or in any
Bank member country included in AID Geographic Code 941 except
as AID may otherwise agree in writing,

Except for ocean shipping and except as AID may otherwise agree

in writing, the source and origin of goods and services financed
under the Grant portion of the Project shall be Code 000 and

member countries of the CDB other than the United Kingdom and Canada.
Ocean shipping financed under the Grant shall be procured in the
United States, except as AID may otherwise agree in writing.

Conditions Precedent to Disbursements for Sublending and Subgranting

Except as A.I.D. may otherwise agree in writing, prior to any
disbursement or the issuance of any commitment documents under

the Project Agreement to finance any eligible subloan project

the Bank shall furnish in form and substance satisfactory to

A.I.D.. (a) evidence that the country in which the respective
project is to be carried out has been qualified for assistance

by the Caribbean Group (CG) after review of its proposed development
policies and investment programs; (b) evidence that the Bank has
identified the project to which assistance will be provided as
eligible under A.I.D. subproject selection criteria; (¢) evidence
that the Borrower has received from the appropriate donmor institution
a written statement with such supporting documentation as may be
necessary, confirming (i) that the proposed eligible project is
currently technically, economically and financially feasible;

(ii) that the financial plan for the project prepared by the

donor has been reviewed and updated; (iii) that the proposed
eligible project will not have a significant effect on the human
environment or if such project does have a significant effect that a
satisfactory environmental analysis has been prepared; and (iv) that
the proposed eligible project (which shall be adequately described)
will have a significant impact upon the poor of the country in which
it is located including a brief explanation of how this impact will
be achieved.

Condi tions and Covenants for the Grant portion of this Project shall
be those already established under AID Project 538-0030, Basic Humen

Needs /Employment Sector.



d. Covenants of the Bank

Except as A.I.D. may otherwise agree in writing, the Bank shall
covenant that funds made available under the CDF Project shall be
reloaned to Bank member countries at an interest rate of not

to exceed 47 per annum for the maximum feasible term of repayment
(including a grace period) consistent with timely repayment of
the Loan to A.I.D. by the Bank.

e. Waiver - Source and Origin - Loan and Grant

The United Kingdom or Canada shall be considered eligible for
purposes of source, origin and nationality for goods and services,
except for ocean shipping, if the CDB obtains from the respective
country a written commitment, satisfactory to AID, that during

the life of the Project such country will make available grant

or loan funds to the CDF 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.

7 Procurement Regulations

Under the loan, AID will accept the existing determination by the
participating Country and the primary donor as to what constitutes lc -l and
foreign exchange costs. Since most projects to be funded under the loan will involve
existing contracts, there will be no need to specify any specific procurement
regulation. New loam funded contracts will be let on a competitive basis.
Under the Grant, AID will accept the procurement regulations of the Caribbean
Deve lopment Bank.



8. PROJECT BACKGROUND

1. The Regioial Economy

The past six years have been particularly disruptive ones in the
economic life of the English-speaking countries comprising the Caribbean
Community (CARICOM)*. Several external events played a catalytic role.
The inflation and world economic recession which ensued in 1973-74 had
serious adverse effects on all of the economies of the regicn except
Trinidad & Tobago. The quadrupling of oil prices, the large increases
in prices of imported foodstuffs, combined with a severe contraction in
international demand for some of the region's major exports of goods and
services had particularly dire consequences.

High sugar prices, and thus high sugar export earnings, initially
had a mitigating influence on these adverse external events in some countries.
Several of these countries, not anticipating that sugar prices would return
to more normal levels while the prices of oil and other essential imports
would continue to rise, embarked on ambitious public sector investment
programs designed to generate growth and redistribute income and wealth
on more nquitable terms. The subsequent decline in sugar prices left
these countries committed to investment programs which they could no
longer sustain.

The two countries most seriously affected by the adverse external
developments were Jamaica and Guyana. They increased economic centraliza-
tion to restructure major social and economic relationships. Moreover, these
countries started to acquire substantial portions of foreign-owned productive
assets. In attempting to carry out a number of structural changes at a time
of worldwide economic disruption, they strained the financial czpability of
their public sectors and created a climate that gave rise to private capital
flight. Levels of consumption rose more rapidly than output; consequently,
domestic savings declined and investment became increasingly dependent on
external borrowing. Combined with rapid domestic credit expansion, this had
serious balance-of-payments effects.

To sustain expansionary activities and cover the balance-of-payment
deficits, Jamaica and Guyana borrowed heavily from extermal sources, increasing
their external debt burdens to the point of impairing their ereditworthiness
for borrowing on conventional terms. When external borrowing proved inade-
quate to alleviate their external payments positions, they were forced to
impose restrictions on money supply and on their foreign trade and payments.
While trade restrictions were applied most strenuously to consumer goods
imports, they also curtailed new investment and denied national industry
needed raw materials. Many firms have had to reduce production and employment
levels, and unemployment has reached as high as 26%. The restrictions also
curtailed trade with their partners in the Caribbean Common Market, high-
lighting the emerging conflict between short-term viability of the countries

%*The CARICOM Countries include four More Developed Countries (MDCs) -- Jamaica,
Guyana, Barbados and Trinidad-Tobago -- and eight Less Developed Countries --
Antigua, Belize, Dominica, Grenada, Montserrat, St. Kitts/Nevis, St. Lucia
and St. Vincent.



facing balance-of-payments crises and the overall econcric interests of the
region.

The smaller English-speaking Caribbean countries, constrained by
their small size and extremely limited resource base, have depended heavily
for their viability on external grants and concessional loans even prior to
1974. Given their constraints, the LDCs did surprisingly well. Governments
have been democratic, guarded human rights and been highly responsive to
public pressures for svcial servi:es and raising living standards. Education,
health and other social services are available to all income groups, although
qualitative deficieizies are considerable and on the increase. External
assistance permitted total consumption levels almost equal to GDP, levels
not justified by the output of their economies. The reduction of budgetary
grants from the United Kingdom coupled with adverse external conditions
led to -rises of public finances, generated domestic inflation and halited
economic growth. 1In many of the LDCs, GDP and per capita income declined.

Given the complexity and extent of these economic factors and the
constrained budgetary resources which have resulted, the LDCs have been
unable to devote adequate attention to the maintenance and improvement of
basic physical infrastructure - roads, water and sanitation systems, health
and community centers, etc. Clearly, this widespread. and in some cases yearly
irreversible, deterioration threatens the success of the Caribbean Group.
Economic recovery in the LDCs can only be effective if there is sufficient
investment in the present to preserve the capital stock which serves as the
basis for agricultural, industrial tourism and human resource development.
Failure to address this problem will cause future investment to be diverted
from activities which could contribute to the growth in real income and
employment to the costly replacement of infrastructure which has deteriorated
orematurelv.

In summary, economic growth in much of the region has been halted,-
and in many instances living standards have actually deteriorated. The frail
economies were dependent on large external capital inflows, and the turbu-
lent economic events of this decade brought to the surface the inherent
weaknesses of their economic structures. These events have also placed
heavy strains on their social and political structures.

The process of adjustment has been made particularly painful because
of the need to curtail or substantially reduce ambitious development programs
designed to stimulate econcmic growth and a more equitable distributioa of
national income. Such programs could not be sustained at previous levels in
the face of declining Government revenues and severe balance-of-payments
deficits.

2. Recent Progress and Current Prospects

Since mid-1978, as a result of more prudent economic policies invoked
and enforced with considerable political determination, substantial progress
has been made by most countries of the region. But, at the same time, their
adjustment problems have proved to be more difficult to cope with than
previously envisaged. While the overall trend is encoureging, the task
ahead will still be extremely demanding for both recipient countries and
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the donor community. This task may become even more difficult than now
anticipated owing to the possible effects of the renewed worldwide infla-
tionary pressures that are emerging with greater virulence since last
January.

J.maica and Guyana have been able up to now to comply with the main
financial targets of the economic programs that they instituted last year.
To achieve this they reduced consumer subsidies, sharply restricted imports,
limited salary increases, introdured new taxation policies and, in the case
of Jamaica, sharply devalued thi. ~.rrency.* Implementing these measures
has not been an easy task in view of the substantial reduction in real
wages required by such programs. While those countries had no possibility
of maintaining their previous excessively high levels of domestic expenditure
and, therefore, no option but that of implementing programs such as those
adopted last year, it is also true that their efforts have a high political
cost. In spite of the pressure of labor unions and other domestic groups
for abandoning or relaxing such programs, both Governments have not only
maintained them, but their 1979-80 programs will continue to pursue austerity
policies.

In both countries, however, deelopment efforts have fallen well short
of the desired levels. Public and private investment have lagged behind --
although not to the extent they would have in the absence of the CDF** --
and production and employment targets have not been met. Their 1979-80
programs, therefore, while maintaining the pace of their stabilization effort,
also place increased emphasis on development policy -- particularly corcerning
the promotion of export activities.

Barbados and St. Lucia are the two countries which progressed fastest
over the last year. These two small countries shared some important charac-
teristics. Both attached the highest prioritv to the development of efficient
foreign exchange earning activities, particularly export industries and
tourism; maintained over long periods well designed and managed policies to
encourage the development of their private sectors—-— whenever necessary in
association with foreign partners; managed their public finances soundly;
and maintained a very positive attitude toward the need to increase economic
collaboration within the region (for instance, by establishing common
services) and vis-a-vis the rest of the world. The economies of these
two countries are still vulnerable -- and are likely to remain so because
of their small size. Moreover, although the adjustment process is not
complete in these islands, they are already beyond the targets set for mid-1979
in the first CG Meeting convened in June, 1978.

The Less Developed Countries (LDCs) of the English-speaking Caribbean --
Belize and the seven members of the Eastern Caribbean Common Market --

*See Annex VI for a more thorcugh discussion of these changes in economic
policies and the results genervated.

x*Accordineg to the World Bank. actual disbursements of CDF-type resources
to Jamaica and Guyana totaled about $69.4 pillion between July, 1978,
and June, 1979.



enjoved on the whole, satisfactory economic performance in 1978, with real

GDP growing an average of about six percent. This growth was largely attribut-
able to a large banana crop throughout the Windward Islands and a good tourist
season. St. Kitts-Nevis, where both sugar output and prices showed no gain,
was the only exception to the rule. The public finances of the region, how-
ever, were only able to partly share in the benefits of growth, as major

wage settlements ‘n a number of countries resulted in an overall reduction

in the regional level of public sector savings. Increased levels of public
investment in most countries, and tourism, led to larger import bills.
Nevertheless, the increase in foreign exchange earnings was in most cases
sufficient to improve the current account of their balance-of-payments.

Belize also progressed strongly with a real GDP growth of 6 percent in the

wake of a record sugar crop despite the impact of a hurricane which hit the
country during the year. Belize's public sector investment grew by almost

80 percent resulting in an increase in imports that outweighed export growth
and led to an increase in the current account deficit of the balance-of-payments.

Even if this overall favorable performance can be maintained, the small
size of the LDCs is likely to preclude their attaining economic viability
unless they increase substantially their cooperation and integration efforts --
among themselves and with other Caribbean countries. Moreover, 1979 has clready
produced several setbacks. The recent natural disasters in St. Vincent and
Dominica will (particularly in the case of Dominica) have severe adverse
effects on economic growth and the attainment of viability in those countries.
Greater uncertainty also exists in Grenada and St. Lucia where recent changes
in Government, which may lead to changes in economic policy, have caused
concern among potential private sector investors.

The overall scenario which emerges from the analysis of the Caribbean
economies highlights several common characteristics:

(a) All countries of the region -- with the sole exception of oil
exporting Trinidad and Tobago -=- continue to face, though in
varying degrees, serious fiscal and/or balance-of-payments
problems;

(b) Development programs have been severely disrupted and, particularly
in the LDCs, physical infrastructure is deteriorating at an
accelerated pace;

(c) Without exception, all of these countries have high unemployment
and a pressing need to accelerate job creation;

(d) Significaut progress has been made during the past 18 months in
establishing policies conducive to re-establishing long-term
growth with equity; the readjustment process now begun will be
painful for the Caribbean countries and will require several more
years to complete;

(e) There is a continuing urgent need to ircrease public and private
investment in practically all countries of the area; this will



require maintaining consumption at restrained levels in most

of these countries and continued support from the donor community
in the form of both traditional and special financial

assistance.

3. The Caribbean Group for Cooperation in Economic Levelopment

In view of the economic plight of the countries of the Caribbean
and in response to expressed interest from the Region, the United States
took a leading role in encouraging a consultative group for addressing the
problems of the Region in a comprehensive, coordinated way. A special
conference on economic develooment in the Caribbean was called in December,
1977, under the sponsorship of the World Bank. At this conference; agreement
was reached to establish the Caribbean Group for Cooperation in Economic
Development (CGCED or CG) under the leadership of the World Bank (IBRD). The
Caribbean Group is sponsored by the IBRD, the International Monetary Fund
(IMF) the Inter-American Development Bank (IDB), and the Caribbean Development
Bank (CDB). 1Its purpose is to provide an economic framework for promoting
increased economic assistance to the Region and more effective utilization
of assistance. The Group encompasses all the developing countries of the
Caribbean (except Cuba), and involves the major mulilateral donor agencies
and the principal hilateral donors with an interest in the Region. At the
December Conference it was also agreed to establish country and sub-regional
subgroups for analyzing and reviewing specific country problems and the World
Bank was asked to initiate a series of studies and reviews to serve as a basis
for country reviews.

The IBRD agreed to conduct annual analyses of the major constraints
to economic growth of the economies in the Region as well as of the total
external assistance requirements and various assistance instruments necessary
to achieve growth with equity. The Bank's initial studies in 1978 included
analyses of the economies of the English-speaking Caribbean Countries, and
surveys of Caribbean agricultural, industrial and transportation sectors.
These analyses highlighted the conflict facing the Caribbean Governments
between the need to stabilize budgets and balance-of-payments and the need
to increase investment to avoid even higher levels of unemployment. With
governments restricting credit and cutting budget expenditures in order to
restore equilibrium to their budgets and external accounts, investment had
fallen off and operating capital was increasingly scarce, resulting in growing
unemployment as new enterprises were postponed and existing businesses began
to shut down. The Bank concluded that there was a critical need for special
forms of external assistance to enable the recipient countries to maintain
acceptable levels of development investment while executing prudent policies
directed toward restoration of viable fiscal and balance of payments positions
and achieving sustained economic growth.

In preparation for the first formal meeting of the Caribbean Group
in June, che World Bank canvassed the donors, outlining the results of their
analysis and requesting increased assistance levels. 1In general, the donor
community committed itself to significantly increase external assistance,
although a major portion of the assistance promised was limited to traditional
project financing. Since the Caribbean countries did not have the budgetary
resources to meet the local cost contributions of project funding, they could



not effectively take advantage of the available assistance. The Bank,
therefore, concluded that a mechanism should be established to permit the
countries to take advantage of the project assistance donors were willing
to make available as "adjustment assistance' over a five year period. Such
assistance would enable recipient countries to maintain more acceptable
levels of economic activity while simultaneously pursuing prudent monetary,
fiscal and trade policies.

7

4. The Caribbean Development Facllity

a. Objectives and Functions

At the first formal meeting of the Caribbean Group, June 19-23,
1978, the World Bank proposed the establishment of a multi-donor Caribbean
Development Facility (CDF). The main purpose of the CDF is to help finance
essential imports and to provide supplementary financing of projects and
programs for which international institutions or other external lenders
are financing foreign exchange components. The facility is designed to
enable participating countries to maintain acceptable levels of development
investment while executing economic policies directed toward fimancial
stability and growth. It is a temporary mechanism for promoting and coor-
dinating external assistance to participating governments. The World Bank
estimated that this type of financial assistance would not be needed for more
than five years, provided that the recipient countries adopted appropriate
and timely economic policy decisions. The CDF would have several other
important advantages since it would operate in coordination with the
Caribbean Group and its subgroups. It would support and encourage economic
planning and needed improvements in economic policies of the countries in
the Region, since decisions on assistance levels would take into account
whether the participating country had acceptable short and medium term
economic programs. It could also improve the balance of payments situation
of recipient countries and help ease the foreign-exchange imposed restriction
on intra-CARICOM trade.

The World Bank's proposal was approved by the Caribbean Group in
June 1978, and the Caribbean Development Facility was formally established.
The CDF is being administered by an informal "working group' composed of
representatives of the IBRD, IMF, IDB and CDB. The working group makes
recommendations on the eligibility of participating countries for CDF financing
and on the amounts it would be desirable to provide in each case, based upon
the existence of appropriate short- and medium-term economic policies. 1In
the case of Jamaica and Guyana which have financial and investment programs
accepted by the IMF, country performance is judged against the criteria
included in those programs. The governments are evaluated during the pro-
ceedings of CGCED country review meetings which provide the basis for
decisions about future CDF assistance.

In estimating CDF requirements, the working group takes into account:
(a) the short- and medium~-term economic policies and programs adopted by the
Government of each recipient country, and - in the framework of such policies
and programs - the overall external financial needs of those countries; and



(b) the availability of development projects and programs eligible for CDF
financing.

The CDF is financed by the contributions of interested donors.
Donors are expected to pledge assistance (amounts, terms, conditicns)
annually at CGCED meetings. Most of the amount required by the CDF during
its first year (July 1, 1978 to June 30, 1979) was pledged by several
denors in the first meeting of the Caribbean Group.

The World Bank estimates that the Facility should operate over the
five year perlod which began in the latter half of 1978. By the end of that
period the Caribbean economies should have adjusted to the new economic
realities. The Bank initially estimated the¢: a total of about $125 million
per year on the average would be required to meet anticipated CDF needs.
There is general consensus among donors as to the need for special assistance
to the Caribbean along the lines proposed by the IBRD.

The United States agreed in principle to contribute 30 percent
of the total needs, or $37.5 million per year, provided there was firm
evidence that other donors would participate and provided recipient countries
adopted appropriate economic pclicies and self-help measures. For the
initial year of facility operations, the U.S. contribution consisted of
approximately $17.5 million of additional P.L. 480 Title I resources and
$20 million of development assistance funds. The P.L. 480 resources were
provided in early FY 1979, primarily to assist Haiti and the Dominican
Republic to meet their development investment requirements in accordance
with normal P.L. 480 procedures. The $20 million development loan, the
direct antecedent to this proposal, was adminstered by the Caribbean
Development Bank.

Progress during the first year of the CDF's operation was reviewed
at the second meeting of the Caribbean Group for Cooperation and Economic
Development held in Washington, D.C., June 4-9, 1979. Country sub-group
reviews were held for the Dominican Republic, Jamaica, Guyana, Barbados and
the ECCM States and Belize. Sub-groups were also held on a number of regional
programs, including tourism, transportation, energy, agriculture, export
promotion and strengthening of the private sector.

With respect to the domestic performance of the Caribbean countries, it
was the conclusion of the Chairman that all of the countries for which sub-
groups were held had adopted development programs directed toward ensuring
the viability of their relatively small economies. Most countries of the
region had achieved satisfactory progress during the last year in the process
of adjusting their economies to the changing international economic situation.
In this process, they maintained, almost without exception, their commitment
to social development and political democracy. Because of the favorable
performance, the IBRD, IMF and other co-sponsoring international instiiutions
recommended continuation of extraordinary CDF assistance, required to maintain
an acceptable pace of progress for both development and stabilization objectives.



b. AID's First CDF Loan

AID's first CDF contribution, a $20 million loan to the CDB, was
signed in September, 1978. Funds were to be allocated to the participating
countries as follows:

Millions USS

Jamaica $12.0
Guyana 4.5
Barbados 1.5
LDCs 2.0

$20.0

The funds provided for the MDCs were to be utilized to finance the
local costs of development projects assisted by other Free World donors.
By financing local costs which were to have been the responsibility of the
host government, AID funds eased the problem of public sector savings, per-
mitted progress to be made on high priority investment projects which
otherwise would have been stalled, and increased the availability of scarce
foreign exchange.

The $18 million available to the MDCs was to be expended on eligible
projects during the 15 month period July 1, 1978 ~ September 30, 1979.
Subsequent funding for projects not completed during that period was to come
from host country resources or (more likely) from CDF replenishments such as
that recommended herein. The CDF thus provides project financing for high
priority public sector investment projects. However, as money is allocated
to alleviate the savings and foreign exchange gaps in a specific time period
rather than to provide life-of-subproject financing, it also has some of the
characteristics and benefits of a program loan.

To be eligible for CDF funds, it must be demonstrated that a project
will yield significant benefits for the poor and be technically, financially,
economically and environmentally sound. Because all projects financed in the
MDCs had already been appraised by a reputable Free World donor agency, it
has been possible to establish fairly simple yet effective mechanisms to
determine whether projects meet these qualifications. These mechanisms, which
will be continued under this new program, are described in the Project
Description and Project Implementation sec:ions below.

CDF assistance to the LDCs was provided in a different and more tradi-
tional manner. This was necessitated by the fact that donor agencies operating
in the LDCs often agree from the outset to finance all investment costs; thus
there is often no counterpart contribution which the CDF could finance. The
$2.0 million available to the LDCs was thus designed to provide life-of-project
financing for a broad range of investment projects for which no other donor
financing had been secured. The eligibility criteria for MDC projects outlined
above -- target group impact and technical, economic, financial and environ-
mental soundness -- are also employed for LDC projects. Since LDC projects would
generally not have been reviewed and accepted by other donors, thorough project
appraisals are generally required to test for eligibility.
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A joint AID/CDB review of project implementation carried out in
September, 1979, concluded that the MDC portion of the program has been
highly successful, with 13 projects supported in the three MDCs. A list
of projects and the amount of CDF financing provided to each is shown
in Table I below. As the table indicates, total CDB disbursements effected

by September 30, 1979, were $13.9 million, or 77 percent of the $18 million
avallable to the MDCs.

Table I

Disbursements Under AID's First CDF Loan

Disbursements
through 9/30/79 External
Project (US$ thousands) Donor
Jamaica
First Ryra] Development 674.5 World Bank
Education Expansion II 801,2 World Bank
Sites & Services (low income housing) 1,539.8 World Bank
Second Population Project 1,479.1 World Bank
Small Scale Enterprise Development 1,060,2 World Bank
Self-Supporting Farmers' Development 3,093.5 IDB
Students' Loan Fund II 198.8 IDB
Sub-total 8,847.1
Guyana
Mahaica-Mahaicony-Abary 797.2 IDB
(farm area development)
Tapakuma Irrigation 1,963.2 World Bank
Second Education Project 149.3 World Bank
West Demarara Road (rural) 1,239.6 IDB
Sub-total 4,149.3
Barbados
Samuel Jackman Prescod Polytechnic 500.0 IDB
Industrial Estates 400.0 CDB
Sub~total 900.0
TOTAL 13,896.4

In fact, the CDB will be able to disburse an additional $1.5 million
as soon as it completes a plamnned reallocation of funds among countries. Under
the new allocation, which is expected to be approved by the CDB Board_of
Directors in October, 1979, Jamaica's level will be reduced by 0.9 million
in FN funds which will be transferred to Guyana. Guyana will simultaneously

transfer $0.3 million in EH funds to Barbados, and Barbados will transfer $0.3
million in F&N funds to Guyana.



Documentation from Guyana and Barbados has already been submitted to the CDB
which will permit the almost immediate disbursement of these new funds.

This will raise total CDB disbursements to the MDCs to $15.4
million, or 86% of the total available to them. The remaining $2.6 million
is allocated as follows:

Funding Amount

Country Category (U.S.% millions)
Jamaica FN 1.8
PN 0.5
Barbados FN c.3
Total §2.6

The level of disbursement achieved constitutes a significant
accomplishment. This is particularly true in view of the newness of the
project for all parties concernmed, i.e., AID, CDB, Prime Donors, and the
various institutions of the Participating Countries responsible for
preparing and submitting the necessary vouchers and supporting documen-
tation, and the existence of several constraints which worked at cross
purposes to the project's objectives. For example, several of the eligible
sub-projects experienced delays as a result of spare parts shortages
for heavy equipment owned by private contractors. Unusually severe
climatic conditions (e.g., flooding in Jamaica) effectively delayed
progress on eligible sub-projects or elements of same. Government red
tape in securing needed imports has been particularly onerous during
this period of severe balance of payments difficulties. The shortage of
qualified personnel to carry out projects has been exacerbated by Governments'
efforts to hold the line on civil service salary levels in a period of higher
than normal inflation. Moreover, the CDB has carefully screened sub-projects
before accepting them under the program; in some instances the Bank has
exceeded the criteria established under the AID/CDB Agreement. Considering
the pervasiveness of most of the above mentioned implementation constraints
throughout the Caribbean region, the performance under CDF I has been quite
good in terms of meeting the program's objectives for the MDCs.

The projects which received assistance under CDF I were high priority
programs whose pace of implementation had been severely reduced or, in some
cases, virtually stopped because of the lack of adequate government counterpart
funds. This was particularly the situation with regard to most of the projects
assisted in Jamaica and Guyana. Discussions with project managers, Ministry
of Finance officials and officials representing the prime donors indicate that
significant, demonstrable progress has in fact occurred over the past year
as a result of AID's first CDF contribution. Moreover, discussions with
project managers and support personnel in the various Ministries implementing
projects revealed a general sense of pride with respect to recent accomplish-
ments and renewed optimism over prospects for continued implementation progress
in the future.

Without exception, the projects selected for support during the first
year of CDF activity are having or will have a significant impact on lower



income groups residing in both rural and urban areas. Many of the selected
projects, such as the Tapakuma and MMA irrigation, drainage and farm
development schemes in Guyana and the First Rural Development and Sites

and Services programs in Jamaica, represent cornerstones of government
strategy in various sectors aimed at improving the economic and social
conditions for large numbers of poor families and establishing viable
structural and ingtitutional frameworks within which further progress in

this respect tan be achieved in future years. The projects themselves

as well as the progress achieved over the past year in executing these
projects provide strong testimony to the Participating Countries' commitment
to improving the welfare o! the poor. Annex V indicates the beneficiaries for
each of the sub-projects assisted under the first CDF loan and/or contemplated
under this new program.

Although the AID funds made available through CDF I have been effec-
tively utilized by the MDCs and have made an immediate and significant impact,
the $2 million allocated to the LDCs has moved slowly. To date, only ome LDC
project costing $355,000 has been approved for CDF financing, a rural
electrification project in St. Lucia. No disbursements have yet taken place.
However, the CDB is currently reviewing a number of projects which qualify
for such funding and it is confident that all LDC funds can be effectively
used by the PACD (September 30, 1982). Nevertheless, given the financial
situation of the LDCs and the level of funding available to the CDB from AID
and other donors it does not appear that additional multi-vear loan financing

of LDC projects would be the most appropriate type of CDF input for AID to
make at the present time.

¢. Caribbean Education Development and Basic Human Needs - Employment
Sector Projects Por LDCs.

In view of this situation, AID and the CDB have sought to develop
other forms of assistance which would contribute more quickly and effectively
to the objectives as established by the CG and which would be grant
funded - alleviating any further budgetary burden to the LDCs. In June of
1979, AID and the CDB approved the Caribbean Education Development Project
(538-0029) which provides $3.845 million for primary school comstruction,
rehabilitation, extension and maintenance. The development of this Project
was preceded by an intensive AID and CDB-financed School Construction Survey
under which the nature and extent of school facility needs were documented
and some $7 million in highest priority sub-projects were identified and costed.

In August of 1979, AID and the CDB initiated the Basic Human Needs -
Employment Sector Project (538-0630) which included $8 million in grant funding
for the LDCs and which created a Basic Human Needs Fund (BHNF) within the CDB.
The concept of the BHNF and the critical need for external assistance to accom-

plish its purpose were strongly articulated by leading Caribbean spokesmen
at the June, 1979, CGCED meeting. The BHNF was designed to meet two funda-
mental objectives which the LDCs themselves would finance on a priority basis
but for the lack of public sector resources: (1) arresting the deterioration
of and improving the public infrastructure upon which future development will
be based and (2) generating productive employment. An added benefit to be
derived will be the alleviation of the LDCs' foreign exchange constraint
inasmuch as AID will disburse U.S. dollars to finance local cost project activities.



Both of these AID Projects will be integrated under the BHNF; thus the

BHNF will finance a broad range of activities including schools, road and
drainage system maintenance, improvements to community water and sanitation
svstems, repair to health and community centers, land clearance and affor-
estation. The effective demand for the rehabilitation of infrastructure
works other than schools was appraised by consultants in July, 1979, on the
basis of a country-by-country survey. Potential subprojects totalling
$ 7 wmillion were {identified. This, in fact, represents only a small portion
of subprojects which would be eligible under the BHNF criteria and which are
expected to be proposed by the LDCs in the next two years. Since the combined
total of AID funding for schools subprojects (56.8 million)will cover the
present highest priority needs of the LDCs, the greatest need for additional
financing will be in the other ‘nfrastructure category.3ince the BHNF presently

hes & 2,130,000 for these types of activities,or less than an average of
$5C0,000 for each LDC, there is an unquestionable shortfall in funding
against the identiried needs faced by the LDCs, as indicated in section C.Z2.

RDO/C and the CDB have concluded that because of its immediate

impact upon employment and the fiscal and balance of payments problems, the
BHNF type of activity is a more appropriate form of assistance for the LDCs
than that provided under CDF I. It will avoid adding further financial
burden to the countries, yet facilitate rapid and effective development. For
this reason, and in view of the large unmet demand for this type of assistance,
it is proposed that an additional contribution of $2.5 million be made
to the BHNF.

5. Financial Requirements for FY 1980

The requirements for the Caribbean Development Facility for the twelve
months commencing July 1, 1979 were estimated at approximately US$275 million
for the Caribbean region as a whole. The IBRD estimated that US$225 million
in resources had been identified for CDF type financing by the end of the
meeting, approximately half of which had emerged from new pledges made by
donors during the meeting. This compares with the estimated disbursement
of US$186 million for this type of assistance for the same period in the
previous year. With regard to the USS$50 million gap for 79-80, the IBRD
reported several major donors (including the U.K. and Canada) were not in
a position to make pledges at that time, but would consider provision of
additional resources.

The requirements of the English-speaking Caribbean for CDF resources
were estimated at USS$102.5 million, distributed as follows:

U.S.S millions

Jamaica $ 65
Guyana 25
Barbados 5
LDCs 7.5

TOTAL $§102.5



The working group did not recommend country allocations to donors
because the U.K. and Canada were not in a position to complete their pledges.
With regard to Barbados, external financial requirements for the next
twelve months were estimated at between US$16 - $17 million of which
USSS million would be needed in the form of CDF type assistance. Only one
donor, the U.S., made a pledge for CDF assistance. The U.S. indicated it /as
congidering at least US$1.5 million and possibly as much as USS$3 milliom.

The IMF representative, Mr. Robichek, stressed the need for continuing

support of Barbados' development program both in terms of CDF assistance

and project assistance noting it would be inconsistent for the international
community to penalize a country that had progressed as a result of the application
of sound economic policies. A similar view was expressed by the Chairman,

Mr. Lerdeau of the IBRD.

With regard to the LDCs, it was reported that the World Bank policies
recommended had been accepted by countries and donors and the ECC! member
states had shown a strong commitment to common services. It was
generally agreed that any funds committed should be quick disbursing
and additional. In terms of Jamaica, it
was reported ky the IMF that agreement was reached for the second year of the
IMF extended fund facility. Of an unfinanced gap of about US$65 million,
bilateral donors indicated they would make available some US$46 - 48 million.
With regard to Guyana, the country had achieved the targets of its one year -
stand-by facility of the IMF. Agreement had been reached on an extended
fund facility. Of the US$25 million required in the form of CDF type
assistance, some US$22 million was committed in the meeting.

With respect to regional cooperation, there was agreement that regional
cooperation should be pursued at three complementary levels: East Caribbean
Common Market; Caribbean Community; and the wider Caribbean context which
includes CARICOM member countries, Bahamas, Dominican Republic and the
Netherlands Antilles. The meeting reached agreement on proceeding with
several important regional cooperation schemes, including strengthening of
the Caribbean countries' private sector, export promotion, tourism promotionm,
energy, agriculture and transportation. It was agreed that participating
international institutions would prepare detailed operational proposals for
regional cooperation in the fields referred to above. Concerning the ECCM
countries, the Group agreed to support the establishment of regional programs

in the PMelds Of pools of experts; common services; basic needs; food aid;
and the finance of inputs in the agricultural sector. Moreover, the ECCM
Secretariat and the East Caribbean Currency Authority would be strengthened
substantially.

6. Other Donor Contributions to the Caribbean Development Facility (CDF)

The June 1978 meeting of the Caribbean Group (CG) resulted in pledges
of $114.9 million for the Caribbean Development Facility (CDF). The U.S.
pledged $37.5 million ($20 million CDF I loan, and a $17.5 million proposed
increment of PL 480 Title I/III assistance for the region). Other donors
pledged $77.4 million, broken down as follows:



Table 1: CARIBBEAN DEVELOPMENMT FACILITY FY79 PLEDGFS
(Excludes Dominican Republic and Hatel except for contributions from IPEC and the United States)

(In milifons of USS)

" Domintcan

Jamaica Guyana Barbados LDCs Republic Hatti Unallocaced Total
Canada 6.3 2.7 - - - - 9.0
U.X. 10.0 - 1.6 - - - - il.6
u.s. 12.0 4.5 1.5 2.0 8.5 4.7 - 37.5a/
Venaruala 5.0 - - - - - 7.5 12.5a/
OPEC Special Fund 7.3 4.0 1.5 1.0 3.5 4.0 - 21.3
[BRD /1DA - 10.0 - - - - - 10.0
Colombla 2.0 - - - - - - 2.0
France 5.0 - - - - - - 5.0
Natherlands 5.0 - - - - - - 5.C
Norway 1.0 - - - - - - 1.0
Total 53.6 - 21.2 4.6 3.0 12.0 13.0 7.5 114.9
For Countriee with Subgroups
vMeeting during June 19-23, 1978
Requirements 60.0 27.0 7.0 7.8 - - - 101.5
Availabilities 53.6 21.2 4,6 3.0 - - - 82.4
Reraining Cap 6.4 5.8 2.4 4,5 - - - 19.1

a/ Flgures for United States and Venezuela represent, respectively, 30T and 10% of original 5125 million target.

The June 1979 meeting of the Caribbean Group (CG) resulted in pledges
of $226.3 million under a broader definition which permitted donors to include
CDF-type assistance and undisbursed amounts of CDF and CDF-type assistance from
prior years. Under this new definition, the United States pledged $78 to $82
million ($20 million from CDF Loan II, and $40 million under FY 1980 PL 480
Title I/III, $ - $6 million under a FY 1979 Grant for the Basic Human Needs
Emp loyment Sector project, and $14 - $16 million in undisbursed FY 1975 PL 480
Title I assistance). Other donors pledged $148.3 million. Pledges to the CDF
were made by Brazil ($5 million), Germany ($11 million) and Japan (510 million)
for the first time. Total pledges from the U.K. and Canada for CDF and
CDF-type financing were below the levels of the previous year. U.K. and
Canadian representatives at the meeting cated, however, that recent elections
and changes of government in the two countries did not permit specific pledges,
but that after the aid programs of the two countries were reviewed, aid levels
probably could be on the same order of magnitude as previous years. The OPEC
Delegate was also unable to pledge because of the timing of the meeting which
was prior to the OPEC Board meeting scheduled for later in the year. The OPEC
Delegate indicated that OPEC was satisfied with the results of the CDF in the
first vear, and that further OPEC contributions were contemplated. The
following table provided by the IBRD summarizes pledges for the second year of
the CDF and projected disbursements:
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Summary of Pledres 1n June 1979

) Other
Included In Expected Dlsbursements
Total Previously Carry-out In Year 1 Totoal
Pledge Idantificd to Year 111 From Pledqgas Disbursemnnts
UsSSm
Brazl! 5 o . - 5 . 5
Germany 1 - ' - it 11
" Japan 10 - - 10 10
Netheriands 5 - - 5 S
UK N 1 - 10 11
us ({78 - 82) - 8o 24 7.7, 78.3 72.3
Venezuela 62 30 20 . 12 : 42
EEC 3 - - ) 3
IBRD _bo 30 - " 10 40
Sub-Total 227 - 85 27.7 . 111.3 199.3
Other . )
ldentified
Blsb. XL 27.3 I T T 273
. TOTAL N3 - © 226.3
Remaining Cap 50,3
Required Year || DIsbursaments L o - 276.9

Overall, the CDF has been successful in the first and second years
in attracting additional resources for Caribbean development from other donors.
Pledges this year from new donors - Brazil, Germany, and Japan - were
particularly important and probably will set a precedent for future years.
The zap this year between pledges and the required disbursements identified
by the IBRD is expected to be filled at least in part by further pledges
from Canada, the U.K., OPEC, etc.



C. PROJECT DESCRIPTION

1. Purpose and Description

The purpose of assisting CDF and BHNF is to assist the governments of the
English-speaking Caribbean countries to maintain adequate levels of development
investment by providing resurces needed to carry out essential development
activities. In reviewing assistance needs of the Reginn, the World Bank has
identified a significant number of existing or new projects in the MDCs, many
of which require a recipient country (counterpart) contribution that cannot
presently be provided because of limited domestic resources. Under this Project
CDF funds will finance essential socioeconomic development projects of participa-
ting countries which are being assisted by international agencies and other
Free World donors. The participating countries, in turn, will have committed
themselves to undertake self-help measures reflected in medium term economic
programs which will lead to financial stability and long-term growth. Also under
this Project, BHNF will finance the initiation of sub-projects in the LDCs
structured zcwartd employment generation and rehabilitation of essential infra-
structure.

A.I.D. assistence complements host country programs of economic
stabilization and growth in participating countries of the English-speaking
Caribbean. A.I.D. funds will be made available througk a $17.5 million loan
and $2.5 million grant to the Caribbean Development Bank (CDB). The CDB will
utilize the loan funds to relend to participating MDC governments to finance
local currency expenditures and the costs of off-the-self items in donor assisted
prujects. Pdrticipating MDCs include Jamaica, Guyana, and Barbados which have
participated in the Caribbean Group and whose economic stabilization and growth
programs and policies have been accepted by the Group. Projects within those
countries shall be eligible for financing provided they are (i) assisted by an
international donor, (ii) included in the country investment programs as
accepted by the Caribbean Group, and (iii) are consistent with A.I.D.'s legislative
mandate. (See Section D.3.c., Project Criteria.)

To determine the eligibility of donor-assisted projects in the MDCs,
the CDB will: (a) deternine that each project is included within the CDF
approved investment program, and consistent the A.I.D.'s legislative mandate;
(b) obtain for each project a certificate of current economic, technical and
financial feasibility prepared by the prime donor, e.g., IDB, IBRD and CDB;
(c) obtain for each project an updated financial plan, and (d) obtain a
certification prepared by the prime donor that the project does not have
significant adverse impact on the environment.

The terms for relending will be twenty (20) years with a ten year grace
period at an interest rate of 4%. This interest rate is the established rate
at which the CDB lends to member countries. The interest spread of two percent
over the grace period and one percent thereafter will cover the administrative
costs of the CDB. Earnings in excess of actual administrative costs will be
used for technical assistance and reserves, to support common services in the
region and for other purposes as the Bank and A.I.D. may agree. RDO/C believes
that the proposed use of the Bank's CDF earnings to support common services carried
out by the East Caribbean Common Market (ECCM) Secretariat, the Caribbean Community
(CARICOM) Secretariat and/or other regional institutions could ease the budgetary
constraints which these institutions face and thereby have a significant positive
impact on regional integration. The actual distribution of earnings will be
determined by the CDB subject to RDO/C concurrence.



The proposed $2.5 million of grant funds will be provided to

the LDCs through the CDB's Basic Human Needs Fund (BHNF). At present

the funds available to finance rehabilitation work in the LDCs for other than
schools consist of $3.13 million allocated under the Basic Human Needs/Employment
Sector Project. LDCs which participate in the activities financed under this
contribution to the Fund will be Antigua, Belize, Dominica, Grenada, Montserrat,
St. Kitrs/Nevis, St., Lucia and St. Vincent. The BHN Fund wuas established within
the CDB .n recognition of the increasing severity of the regional unemployment
problem as well as the inattention being given to maintenance of vital public
infrastructure due to budgetary constraints. The BHNF will, therefore, finance a
broad range of labor intensive subprojects aimed at the expansion and conservatica
of infrastructi.re which is essential to the provision of basic services in the
LDCs. An essential feature of the operation of the Fund will be a fast-track
implementation process as well as substantial technical assistance to participating
countries for subproject design, management and supervision.

2. Sub-Projects

a. The MDCs

The World Bank has identified and developed a list of existing and
potential donor assisted projects in each country. (These lists are included in
Annex VII.) Projects were identified on the basis of IBRD field trips and
discussions with country officials as to appropriataness for inclusion in the
countrvy's investment program and suitability for donor financing. Projects
financed by Communist countries, Commercial banks and self-financed projects have
been excluded. Once the projects were identified, estimates were made of project
expenditures expected over a twelve month period, July 1, 1979 through June 30,
1980, broken down by available financing (from the prime domors) and local
financing. (See discussion of FY 1980 financial requirements above.)

More recently, representatives of the CDB and RDO/C visited each
of the MDCs to assess the demand during FY 1980 for CDF-type resources. The team
reviewed those projects which appear on the IBRD's list of approved projects to
determine which would be eligible under this proposed AID loan. Meetings were held
with the managers of twenty-nine projects as well as with senior officials of
Ministﬁg¥zéﬁ Finance and Government planning offices. As a result of this survev,
ewenty- projects with an effective FY 1980 demand of $40.5 million were identified
as potentially eligible under this program. The titles of these projects, the
projected CDF demand and the principal donor agencies involved are shown on Table II.

As indicated in the Table, the largest number of projects (1l1l)
and the largest amount of funds (22 million) is needed in the Food and Nutrition
category. The survey also identified one Population project, five Education and
Human Resources Development projects, three Special Development Activities
projects, and three Health projects. Annex V provides a description of each of
these projects, identifies the target group which the project will benefit and
discusses both past and projected implementation.

b. LDCs

Potential subprojects for the school construction/rehabilitation
phase of the BHN Program have already been identified by a CDB School Construc-
tion Survey conducted in March of 1979. Recommendations for other social and
economic infrastructure subprojects were subsequently made by AID/




~ PROJECTED DEMAND FOR CDF I1 FUNDS

PROJECTS ESTIMATED CDF
ASSISTANCE REQUIRED
($ Millions)
JAMAICA FN PN EH SD Country Prime
Totals Donor

First Rural Development 3.100 IBRD
Second Education .26 1BRD
Sites & Services (Low Income Housing) 4.50 IBRD
Second Population Project 2.25 IBRD
Small Scale Enterprise Development .50 IBRD
Self-Supporting Farmers' Development 1.970 I1DB
Students' Loan Fund II .24 I1DB
Secondary and Parish Council Roads 0.09 1DB
Parish Retail Markets Reconstruction .73 IDB
Fourth Highway 3.26 IBRD
Micro-Dams Q.85 EDF
Mandeville Water Supply 0.81 1DB
Montego Bay - Falmouth Water Supply 0.66 iDB

Sub~Total. 10.00 2.25 0.50 6.47 {(19.22)
GUYANA
Mahaica-Mahaicony-Abary(Farm area Dev.) 7.20 IDB
Tapakuma Irrigation 4.30 IBRD
Second Education Project 4.69 IBRD

Sub-Total 11.50 - 4.69 - (16.19)
BARBADOS
Barbados Marketing Corporation .200 CDB
Samuel Jackman Prescod Polytechnic .500 IDB
Oistins Fisheries Terminal .190 EDF
Agricultural Credit Second Loan 075 CDB
Industrial Estates .400 CDB
Bridgetown Sanitary Sewerage System 1.500 I1DB
First Education 2.250 IBRD

Sub-Total .465 - 2.750 1.900 ( 5.115)

GRAND TCTAL 21.965 2.25 7.94 8.37 (40.525)
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CDB consultants after a series of visits to all Eastern Caribbean LDCs in July
and August of this year. A preliminary list of seventy-six (76) potential
activities totalling approximately $7 million was compiled, over twice the amount
of resources available under the initial BHN grant. Project activities include
road and drainage repair, rehabilitation of health and community centers,
improvement and extension of community water supply systems, rural sanitation

and land clearance.

To ensure the rapid start-up of BHN activities, RDO/C and the CDB reviewed
the consultants findings in August and the consultants were directed to return to
each of the LDC's ard prepare for submission to the CDB a series of subprojects
which were judged most appropriate for early implementation. The proposals
respond to each of the requirements previously established by the CDB and RDO/C,
and contain a discussion of the activities to be undertaken, detailed cost elements,
procurement and managerial arrangements and an implementation plan. Commitments
to the LDC's under the BHNF are expected to reach nearly $2 million by the end
of the first quarter of FY 80. During the same period, the CDB will conclude
negotiations with consulting firms to provide each country with technical and
managerial assistance, and a substantial number of additional subprojects already
identified will be developed for consideration by the CDB. Commitment of all funds
under the BHNF Project is therefore expected to occur in FY 1980: First quarter -
$1.7 million; second quarter - $2.0 million; third quarter - $1.5 million; fourth
quarter - $1.3 million. These commitments include the $4.0 million already
programmecd ($3.1 million for projects and $0.9 million for technical assistance
and administration) and the addition $2.5 million proposed herein.

Still another dimension to this problem is the tremendous task of
infrastructural repair and replacement in Dominica as a result of Hurricane
David and, to a lesser extent, by St. Vincent in the wake of the Mt. Soufriere
volcanic eruption earlier this year. Dominica, in particular, faces a massive
and urgent rebuilding effort of its basic and essential public infrastructure.
While recognizing that a supplemental appropriation is under consideration in
the U.S. Congress for assistance to Dominica, the reconstruction requirements
far exceed the funding likely to be made available in the near future. Moreover,
RDO/C believes that the rapid implementation mechanism ard decentralized operational
characteristics of the BHNF program are ideally suited to respond to this problem.

For the above reasons, RDO/C proposes grant funding of $2.5 million
in FY 1980 for the LDC's under the CDB Basic Human Needs Fund.



J. Sub-Project Selection Criteria

a. The MDCs

In order to ensure that only subprojects which are consistent with
AID's legislation are financed under the Project, a set of criteria has been
established for selecting projects from the World Bank's lists. These criteria
will serve as a guide to the Caribbean Development Bank for allocating Project
funds to eligible projects of the MDCs which have qualified for Caribbean
Development Facility assistance. Because AID will not engage in reviews of
individual development projects, the intent of these criteria is to assure that
the projects financed from subloans made by the CDB will be consistent with
AID's legislation.

Projectseligible for AID financing in the MDCs would have to meet
the following criteria:

(1) Projects must be:
~ sponsored by an external free-world donor other than AID.
(2) Projects must fall into one of the following funding categories:
- Food and nutrition projects including agriculture, livestock
dairy, fisheries, forestry, marketing and credit services,
rural community development and rural infrastructure, e.g.

irrigiation, feeder roads.

- Population projects including projects to reduce the rate of
population growth. '

- Education and Human Resources Development Projects including
formal and non-formal education, manpower training and
placement, public administration and human resources planning.
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- Special Development Activities including small-scale
enterprises and self-employment, urban development
programs involving labor-intensive industrial enterprises,
appropriate technolegy, non-conventional energy production
and conservation, environmental protection, and development
research.

- Health projects including projects to foster improved health,
disease protection and environmental sanitation.

(3) Projects receiving AID funds must be designed to have a
significant impact upon the poor 1in the recipient country.
The poor are defined here to include all those whose income
falls below the 50th percentile in a country's income scale.
Benefits may include direct and indirect benefits.

(4) Projects promoting production and marketing of sugar, palm
0il and citrus will not be financed.

(5) Projects must be shown not to have significant detrimental effects
on the environment.
b. The LDCs
Infrastructure subproject proposals for other than schools initially
are reviewed against the general requirement that they be labor intensive, simple
in design, quick to implement, have a positive impact upon the poor and economic
development and be less than $250,000 in total cost. They are then evaluated
according to the following factors:
(i) Local labor content to subproject (457 or more);
(ii) Government priority ranking as necessary and urgent;
(iii) Overall social and economic need;
(iv) Positive environmental benefits;
(v) Recurrent costs to government (inverse factor);
(vi) Maintenance saving capacity;
(vii) Availability of technical input before implementation;
(viii) Immediacy of implementation;
(ix) Management competence;
(x) Availability of alternative funding (inverse factor).
School subproject proposals are reviewed and evaluated by the CDB

generally in terms of the severity of the need for improvement, number and
proportion of students to benefit, and the extent of self-help incorporated.
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4. The Allocation of Project Funds

a. The MDCs

As the projected demand for funds exceed the availability, not
all needs in any country or funding category can be met. Based on the World
Bank assessment of overall CDF needs and sector priorities, experience under
AID's first CDF loan and the AID/CDB project-by-project assessments of effective
demand in the MDCs, the following is an illustrative allocation among countries
and funding categories: :

($. Millionm)

FN PN EH SD Totals

Jamaica 6.2 1.0 0.3 2.5 10.0
Guyana 5.0 - 6.5 - 5.0
Barbados _ - = 1.5 _1.0 2.5
Totals 11.2 1.0 1.8 3.5 17.5

The CDB may reduce the allocation to Jjamaica, Guyana or Barbados
as shown above by up to 10%, providing that the allocation to any other
participating country is not increased by more than 207. This flexibility ensures
the CDB a reasonable level of management alternatives and encourages the participating
governments to maintain the expected rates of implementation on key investment
activities. Reallocations in excess of these levels will be permitted only as
AID may previously agree in writing.

It should be noted that because of carry-overs of $2.6 million from
AID's first CDF loan, total potential availabilities for the MDCs during FY 1980

will be as follows:

($. Million)

FN PN EH SD Totals

Jamaica 8.0 1.5 0.3 2.5 12.3
Guyana 5.0 - - - 5.0
Barbados _0.3 - 1.5 _1.0 2.8
Totals 13.3 1.5 1.8 3.5 20.1

b. The LDCs

As previously indicated, the $2.5 million allocatad for the LDCs
will be provided in the Jorm of an increase in SDA grant funds for the BHNF.

5. Project Responsibilities

a. The Caribbean Group for Cooperation in Economic Development

An informal working group led by the World Bank will coordinate

assistance provided through the CDF. The working group consisting of the IDB,
the IMF and the CDB as well as the IBRD, will act throughout the life of the
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project as an {nformal coordinating group facilitating communication between the
Caribbean Development Bank and the primary donor. Participating countries will
qualify for CDF assistance through CG country subgroup reviews. The IBRD will
provide the CDB with the results of the subgroup reviews with respect to each
country's eligibilicy for CDF assistance. In addition, the working group will assist
the CDB {in obtaining the documentation required from the prime donors to establish
subproject eligibility under this program.

Those countries established as eligible Participating Countries
under CDF I will be considered eligible for assistance under this project unless
the CG notifies the CDB that a given country is no longer adhering to the basic
economic programs needed to enhance financial stability and iong-term growth.

b. The Prime Donor

On projects not previously approved for AID's CDF financing, the
prime donor will be responsible for providing to the CDB a written statement
(with supporting documentation, if necessary) which confirms the following:

(1) a writtea reaffirmation of the continuing economic, financial
and technical feasibility of the project, together with a copy of the original
appraisal report;

(1i) an updated financial plan showing the total cost of the
project and the estimated CDF financing required for the period July 1, 1979
to September 30, 1980;

(111) a description of the project and a brief analysis of the
direct or indirect impact of the project on the poor; and

(iv) a statement that the project was judged not to have any
significant adverse effects on the human environment or if such effects were
identified, that a satisfactory environmental analysis of such effects has
been prepared which ensures that any detrimental environmental effect is
minimized.

For those projects which were approved for financing under AID's
first CDF loan, the prime donor will be required only to provide an up-dated
financial plan as a condition nrecedent to disbursement under this second CDF
loan.

The prime donor of each project funded through the CDF will be
responsible for overall supervision and monitoring of project implementationm.
The prime donor will provide periodic progress reports regarding the implemen-
tation of eligible projects to the CDB arnd will indicate to the CDB that AID
may be given access to those reports upon request.

c. The Caribbean Development Bank

The CDB will make subloans to participating MDC countries to
finance projects which meet the eligibility criteria outlined above. Proceeds
of subloans will be used by Participating Countries to meet the costs of local
expenditures and in off-the-shelf items cf eligible projects.

In terms of the grant portion of Project activities in connection with
the BHNF, the CDB will provide overall management and planning by means of a BHN
management Team. This Team will consist of a special resource group appointed from
within the CDB as well as 2 engineers, an architect and 2 techmical assistants financed
under the BHNF. The Team will supervise private consultants working in the LDC's on
subproject design, execution and inspection., It will also monitor country
implementation plans and provide on-going evaluation and recommend modificatioms in
sub~project procedures and practices as necessary.



D. PROJECT ANALYSIS

1. Institutional Analysis: The Caribbean Development Bank

a. The Institution

(1) Legal Identity, Objectives and Functions

The Caribbean Development Bank is a regional development finance
institution with full juridical capacity, consisting of eighteen regional and
two non-regional member countries l/. The Agreement establishing the CDB was
signed October 18, 1969, and entered into force January 26, 1970. The purpose
of the CDB is to contribute to the harmonious economic growth and development
of the member countries in the Caribbean and to promote economic cooperation and
integration among them, having special and urgent regard to the needs of the less
developed members of the region. To accomplish this objective, it assists
regional members in the coordination of their development programs, provides
technical assistance and participates in the financing of development-oriented
projects and programs. It also seeks to mobilize financial resources inside
and outside the region by promoting capital markets within the region and
promoting locally controlled financial institutions. In fulfilling its functionms,
the CDB cooperates with national, regional and international organizations
or other entities concerned with the region.

The financial operations of the Bank are of two kinds: (a) ordinary
operations and (b) special operations. Ordinary operations are financed from the
CDB's share capital and the proceeds of loans raised in capital markets or borrowed
from other sources to be included in the CDB's Ordinary Capital Resources (OCR).
Special operations are financed from the Special Development Fund (SDF) and Other
Special Funds (OSF) and are made available to the Bank on favorsble or soft terms
for on-lending to socio-economic projects at low rates of interest and long term
repayment periods.

In addition to the provisions established by the Agreement, which
contains a number of operating limitations designed to safeguard the CDB's
financial soundness, the CDB has a set of Financial Policies and a set of Rules
which govern the operation of the Special [ ‘:velopment Fund. The CDB can
contribute to the fimancing of public and private projects related directly to
productive enterprises and to infrastructure and services which contribute to
productive enterprises. The CDB will not lend money to finance budget deficits
or balance of payment deficits, purchase equities, working capital, or purchase
of land. Priority is given to investments in agriculture, livestock, fisheries,
forestry, marketing, menufacturingmining, tourism, transportation, housing
(low and lower/middle income), student loans and infrastructure and services
related to the development of those sectors of the economy. High priority is
given to the financing of regional projects.

1/ Regional Borrowing Members: Antigua, Bahamas, Barbados, Belize, British Virgin
- Islands, Cayman Islands, Dominica, Grenada, Guyana, Jamaica, Trinidad & Tobago,
Turks & Caicos Islands, Montserrat, St. Kitts-Nevis—Anguilla, St. Lucia and

St. Vincent.

Other Regional Members: Colombia and Venezuela

Non-Regional Members: Canada and the United Kingdom.
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Table III

CDB'S PROFESSTIONAL STAFF

(September 15, 1979)

Permanent On Secondment Total
or Paid by
Others
Economists 14 4 18
Lawyers 4 - 4
Accountants 2 2 4
Agronomis ts 12 1/ 1 13
Engineers 10 2/ 4 14
Business Admin. 37 2 5
Banking Adv. - 1 1
Chemists & Biologists 2 - 2
Other 16 6 22
63 20 83

Key staff members are competent, with considerable experience in
No problems are anticipated in
retaining or replacing those professionals on secondment or paid by other
agencies considered necessary to the Bank's operation.

their particular fields and highly motivated.

1/ Seven stationed in the LDCs as Farm Improvement Officers

2/ One stationed in Belize as a Project Officer.
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(2) Organization and Administration

The CDB Organization Chart is presented as Annex XI. The Board
of Governors is the highest policy making body and is constituted by representatives
from each member country: ceventeen (17) in total. The Board of Governors meets
annually and icts voting power is roughly proportional to the number of shares sub-
scribed with a slight weighting in favor of those member countries classified as
LDCs. All the powers of the Bank is vested in the Board of Governors which may
delegate its power to the Board of Directors except on certain matters, such as
admission of new members, change in capital stock, election of Directors and
President, amendment of the Charter and termination of operations. The Board of
Directors is composed of eleven (11) members appointed for renewable two-year periods.
The non-regional members are represented by two of the eleven Directors. The Board
is responsible for general policy and the direction of operations, approval of the
administrative budget, and submission of financial statements.for the Board of
Governors' approval. All loans, guarantees and long term investments require the
approval of the Board of Directors.

The President is the head of the administrative and operational
staff, assisted by a Vice-President. He is responsible for the organization
and operation of the CDB, including appointment of staff, He serves for a
five-year period and may be re-elected. The CDB is organized under five
Departments with the Directors of Departments reporting directly to the
President. The operational Department is the Projects Department. The
support Departments are the Secretary's and Administration, Finance, Legal and
Economics and Programming. Reporting to the Director of the Projects Department
are four Deputy Directors with responsibility for the following Divisions:

(a) Agriculture; (b) 1Industry and Development Finance Corporations;

(¢) Infiastructure; and (d) Project Design and Analysis. Reporting to the
Deputy Directors are a number of Assistant Directors. In the Supporting
Departments there are Assistant Directcrs reporting directly to the Department
Director.

(3) Personnel

As of September 15, 1979, the CDB had a total staff of 168 of
which 83 were professionals. All, with the exception of 7 agronomists and 1
(one) engineer stationed at the various development finance corporations in
the eight LDCs, work at the Bank in Barbados. Twenty of the professionals are
on secondment or being paid by institutional agencies or governments. The UNDP
funds four Experts, USAID two, Federal Republic of Germany 1, New Zealand 2,
Commonwealth Fund for Technical Cooperation five, International Trade centers
three, UNDP/OPEC three. The fields covered are housing, agriculture, industrial
cooperation and information.

b. Financial Situation

The authorized capital of the Bank as of December 31, 1978,
expressed in current dollars is $231,618,816, comprising callable shares of
$171,301,416 and paid up shares of $60,317,400. The callable shares are
subject to call as and when require” by the Bank to meet obligations incurred
in Ordinary Capital Resources (OCR) operations. The paid up shares are payable
by installment. The CDB conducts two types of financial operations: ordinary
capital operations (OCR) and special funds operations (SDF). The latter, in fact
consists of several separate funds. Each type of fund must be kept separate
according to the Bank's Charter and is expected to generate sufficient income to
cover administrative and operational costs. Total net income, from all funds

after deducting the contribution to Special Reserve amounted to $4.2 million for
the year ended December 31, 1978.
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The total resources of the Bank, including all funds as of December 31, 1978,
amounted to $214 million and consisted of share capital, reserves, borrowings and
funds administered in trust. Total loan approvals were $175 million, of which $96
million or 55% had been disbursed as of the end of the year 1978,

As of December 31, 1978, the financial situation of the OCR was
sound and solid. Total assets had reached $63.4 million. Its paid-up capital
and reserves amounted to $44.3 million and its borrowings totalled $18.6 million.
The relation of outstanding loans to total assets ($22.0 million/$63.4 million)
decreased over the year;outstanding loans were again less than short term
investments ($26.3 million) indicating that the Bank continues to experience
difficulty in placing its OCR resources in loans. The ratio of debt to capital
and reserves was very low but will increase as a result of the utilization
of borrowings already contracted. The CDB realized a net income of $1.7 million
on OCR operations during 1978, compared with $2.3 million in 1977 and $1.4 million
in 1976. The combined gross financial income from loans and short term investments
cf OCR operations cover the financial and operational costs without depending on
external contributions.

Tne CDB includes in its Capital and Reserves accounts an
Ordinary Reserve to cover losses arising from loans and currency devaluations.
On December 31, 1978, the financial situation of Special Development Fund (SDF)
resources indicated a continuous growth of both total assets and loan portfolio.
The percentage of loans to total assets, which had increased from 10.87 to 55.0%
in 1977, reached 60% in 1978. This growth indicates the Bank's increasing ability
to develop and carry out SDF credit operations. Total assets of the Other Special
Funds also show a continuous growth, from $1.5 million on December 31, 1973, to
$50.1 million in 1978 as compared with $1.3 million in 1977. Other Special Funds
accounted for $.95 million net income in 1978 compared to $.82 million in 1977.
As of December 31, 1978, the SDF had disbursed a total of $41.3 million. Arrears
amounted to $46,000, about 1/10 of 17 of the total portfolio. Combined disburse-
ments under the OSF and the Venezuela Trust Fund amounted to $27.3 millionm.
Arrears amounted to only $36,000.

RDO/C believes the financial situation of the CDB is sound and
that it is creditworthy.

2. Economic Analysis

The economic benefits of this project derive both from specific
subprojects being financed and from the role the CDF plays in promoting broader
programs of economic stabilization and growth. A review of the activities
financed under CDF I and those likely to be included in CDF II suggest that the
magnitude of benefits and their distribution are satisfactory to justify the
proposed AID financing.

a. Microeconomic Considerations: Subproject Benefits

In the MDCs, the CDF will partially finance a broad range of
investment activities already receiving financial support for foreign exchange
costs from other donors. Projects include feeder roads, irrigation and drainage,
school construction, and other investments important to national development
efforts. Techniques for identifying and quantifying the economic costs and
benefits of such projects are well known and are accepted and employed by
virtually all donor agencies. In projects administered by intermediate credit
institutions (ICIs), AID normally relies on the intermediary to employ these
analytical techniques to ensure that all selected subprojects are economically
sound. The procedures employed under the CDF deviate somewhat from this norm
in that most of the subprojects to be supported with project funds already will
have been subjected to a rigorous economic and financial evaluation by the prime
donor, i.e. in most cases the IBRD, the IDB or the CDB itself.
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Under the procedures established for CDF I and to be continued under this
project, the analysis by the prime donor is accepted as sufficient evidence of
the project's viability, provided that the donor certifies that the economic

and financial analyses remain valid, or updates those analyses as necessary.

A review of CDF I subprojects indicates that utilization of these procedures
resulted in the rapid selection of economically sound subprojects in the MDCs.
These procedures will thus be continued under CDF II. Those projects which were
accepted under these procedures for CDF I will not need to requalify, although
the prime donors will be asked to update financial plans for their subprojects.

LDC subprojects under the Basic Human Needs Fund are carried out
to maintain or rehabilitate existing physical infrastructure. As indicated
in the Project Paper for the BHN - Employment Sector project, the economic
justification for maintaining existing physical assets is sufficiently strong
as to make an analysis of each individual activity unnecessary and, because of
cost and timing considerations, undesirable. The Mission thus believes that
the procedures are adequate to ensure that all subprojects will generate a
sufficient level of benefits.

AID is concerned about the distribution as well as the level
of economic benefits. To ensure that subprojects are selected on the basis
of their potential contribution to welfare of the poor, the principal domor
will be required to examine each activity for bemefit incidence. The CDB will
accept for CDF financing only those subprojects which will have a significant
impact on poor, defined generally as the lower 50 percent income group. An
examination of the implementation record of CDF I shows that the CDB has been
very rigorous in enforcing this criteria.

LDC subprojects will also be selected on the basis of their
benefits to the poor. Appropriate selection criteria have already been
built into the Basic Human Needs Fund under AID Grant 538-0030 and are
summarized in Section C.3.

b. Macroeconomic Impact

The description of the current status of the economies of the
region makes clear their precarious position both internmally with regard to
such items as central government finances, employment and savings/investment,
and externally with regard to export possibilities, balance-of-payments and
terms of trade. Under these conditions, the proposed AID contribution, as part
of an international donor effort to provide special assistance, can be expected
to have a major impact «m several key economic variables.

First, the projects will have a major impact on investment levels
in the participating countries. Experience under CDF I suggests that "local
costs represent about 35 percent of total project costs of a typical domor
project, with the donor committed to providing 65 percent in direct and indirect
foreign exchange costs. The $17.5 million available for financing MDC local
costs under CDF II can thus be expected to permit the prime donors to disburse $32.5
million in project funds to finance foreign exchange costs. The total investment thus
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generated will be about $50 million. Furthermore, the total AID commicmgnt

to the CDF in FY 1980 of § 60 million (including the proposed loan) will help
generate oa additional 3160 million in pledges for the Caribbean,most of which
represent increased donor commitments of resources.

The CDF II project will also have a significant balance-of-payments
lmpact, As countries receive dollars to finance local costs, they will have
foreign exchange available for high priority imports. Since Jamaica and Guyana
have already agreed with the IMF to control non-essentlial imports agd Barbados
has independently placed restrictions on non-essential imports, it is clear
that this additional foreign exchange will be used to satisfy priority develop-
ment needs. In addition, AID funds will have a multiplier effect on the balance-
of-payments through their effect on the disbursements of other domors.

A third area of impact will be on the improved management of the
Caribbean economies. AID's assistance should be viewed as an essential
ingredient to a CGCED=~supported stabilization and growth program whi?h.anludes
the adoption of prudent economic policies. Such policies, while politically
next five years. The availability of CDF resources enables participgting countries
to commit themselves to policies determined to be reasonable and equltgble ?y
their peers in the Caribbean and by the donor community. The coyblgatlon of
sound economic policies with traditional and CDF-type external aid 1s.expecced
to enable the Caribbean countries to overcome the decline and stagnation of recent
years.

Other macroeconomic benefits will also accrue. The AID .
contributions will be less inflationary than alternative internal expansions of
the money supply by central banks or other elements of the banking system.

The project also contributes in several ways to regiomal cooperation. First,

AID funds will be channeled through the Caribbean Development Bank, giving members
more evidence of the value of a strong regional financial institution. Second,
the CDB is studying the possibility of using the intevest rate spread froum the

CDF to finance the common services of other regional organizations. Finally,

the CDF will also permit the major countries of CARICOM to lossen restrictions

on imports from their regional trading partners.



r. IMPLEMENTATION PLANNING

1. Schedule of Events.

The Project is expected to be authorized by October 30, 1979.
Upon authorization, AID will advise the CDB so that it can immediately finalize
its preparations for signature by November 15, 1979. Once the Agreements (or
Amendments) are signed, the Bank will finalize a preliminary list of eligible
MDC projects as a result of its initial discussions with member governments.
It will then contact the primary donors to request the necessary certifications
on target group impact, feasibility and environment for the projects each is
assisting. TFor those projects approved under AID's first CDF loan to the CDB,
AID will require only that the CDB obtain from the prime donor an up-to-date
financial plan. The World Bank has agreed to help facilitate prompt action
on the documentation needed to meet conditions precedent from the Washington
donors.

Because the CDB, the prime donors and the participating MDCs
are familiar with the procedures to be utilized, no particular difficulties are
anticlipated. The first disbursements under this new tranche are expected by
December 15, 1979.

With the approval of the Basic Human Needs /Employment Sector
Grant Agreement by the CDB Board of Directors iun August of 1979, the CDB President
was given authority to negotiate individual couatry agreements for participation in
BHNF activities and CDB Management was glven authority to approve of all subproject
proposals. The country agreements which will set forth the terms and conditions
of subproject approval, disbursements, technical assistance and management, are
expected to be concluded by mid-October. At this time, contracts with consultants
for in-country assistance will also be entered into. The initial series of subprojects
will be formally approved and full subproject financing provided by means of a special
letter of credit procedure with banking institutions in the participating countries.
Thus approximately $1.7 million in subprojects are expected to be underway by
November of 1979. As consultants identify, prepare and submit additional subproject
proposals in the ensuing months, it is anticipated that the full amount of $5.63 million

currently available within the BHNF for  these . activities will be fully

committed by the end of the current fiscal year. To ensure that the accelerated
implementation svstem is functioning properly, an evaluation of BHNF operations
will take place six months after first disbursement, and any needed modificatioms or
improvements will be made.



2. ALD Monitoring

“onitoring responsibilities for the CDF are shared by several
AID offices. In Washington, LAC/CAR is responsible for monitoring, evaluating,
and maintaining rhe relationship with the GGCED. This includes a determination
tiac the U.S.Government should proceed with future tranches to this Facility.
LAC/DR assists in following up with prime donors to assist in the implementation
of the loan. The Regional Development Of fice/Caribbean (RDO/C) in Barbados is
responsible for monitoring and assisting the Caribbean Development Bank in the
smooth and timelv implementation <. both the CDF and BHNF projects.

3. Procurement

The source/origin for procurement of goods and services financed
under the loan will be countries included in AID Geographic Code 941, and in
the participating country in which the project is located. In fact, loan funds
will be utilized to fund the local cost por-ion of already on-going projects
which have another donor committed to finance the foreign exchange portion. It
‘s recognized that the projects will have an existing accepted breakdown of local
versus foreign exchange cost. Such cost breakdowns can be expected to generally
follow the methods of calculation which AID would use. Defining which project
costs should be considered foreign exchange and which are local cannot be done
with absolute accuracy. Given AID's rather complicated componentry rule and
supplier nationality regulations, there could well be some minor variations
in the way AID would break the costs down as opposed to the way in which others
would. It would be impractical to attempt to finance a project using two
different costs breakdowns; the one originally agreed between the participating
country and the primary donor and a differenct one calculated at a later date by
AID. Thus, in financing projects under the lnan, AID will accept the original
breakdown between local and foreign exchange costs as established by the parti-
cipating country and the primary donor who is financing foreign exchange costs.

The source and origin for goods and services financed under the
grant will be the United States and AID Geographic Code 941 countries which are
members of the Caribbean Development Bank. Provision will also be made for the
untying of procurement of both loan and grant funds to the United Kingdom and
Canada if they agree to untie their similar contributions for procurement in the
United States. An appropriate waiver for this untying is included in the project
authorization.

As projects funded under the loan will involve existing contracts,
it will not be pracuvical to specify the use.aof any specific procurement regulation.
The Caribbean Development Bank will determine that contract prices are reasonable
before agreeing to fund a specific project. ’

Grant funds will be used to finance newly developed projects.
Procurement for those projects will be done pursuant to the competitive procure-
ment regulations of the Caribbean Development Bank. AID has in the past authorized
those procurement regulations for use on AID projects.
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4. Disbursement

Disbursement will be made by AID in dollars to the CDB upon
presentation of a listing of eligible expenditures under approved projects.
Expenditures starting from July 1, 1979, will be eligible for reimbursement.
In addition, advances may be made by AID for up to 90 days of projected expendi-
tures. Advances may be made to each borrower and held in a central account for
use by the CDB to reimburse eligible enpenditures.

5. CDF Evaluation

The CDF Project will be evaluated as part of the Caribbean Develop-
ment Facility. Under the Facility, annual CG subgroup reviews of country
investment programs and policies will be held. The CDF working group (IBRD,

IMF, IDB and CDB) will prepare an economic analysis and recommendation for

each country which will serve as the working document for the country subgroup re-
view. The summary of preceedings of the reviews will provide written records of
the agreements reached on the economic analysis and recommendations. The

country subg~oup will review the effectiveness of the assistance provided through
the CDF, the country's general economic performance, and the country's commitment
to agreed- upon policy measures and goals. The results of these reviews will
serve as a basis for the decision on whether or not to recommend donor pledges
for the following year. In addition, the RDO/C proposes to undertake a review of
the CDF project at its midpoint to ensure adequate implementation, administra-
tion and financial contributions.

The U.S. Government will participate as a member of the country
subgroups. A.I.D. (specifically LAC/CAR) will be responsible for coordinating
the USG position in accordance with standard procedures for consultative group
meetings (DA/AID Memorandum of December 19, 1977). The development of the USG
position regarding continuing support of the CDF must take into account at least
two considerations: (a) the extent to which the A.I.D. Project has succeeded
in raising development investment levels in the English-speaking Caribbean and
accelerating the implementation of donor-assisted projects; and (b) the extent
to which progress has been made by CDF recipients towards executing the economic
policy reforms and achieving the goals to which the countries committed them-—
selves in qualifying for assistance through the CDF. In generic terms, these
goals include.

- Increasing investment levels. This would include increasing national savings
and investment as well as accelerating the implementation of priority socio-
economic developrient projects.

- Improved balance of payments. This would include improvement in the
traditional measures, such as increasing net reserves, etc.

- Improved economic management. This would include adoption of medium~term plans
and implementation of economic policies which will lead to economic stability
and growth with equity.

As indicated in the Project Background section of the paper, the
participating countries under the first tranche of the CDF made reasonably
satisfactory progress with regard to these progress criteria.
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a. Success Criteria

In developing the USG position, A.I.D. will continue to look for
the following types of policy commitments and progress towards their execution
by CDF recipients:

(a) To increace domestic public savings by controlling current expendi-
tures, improving tax yields, and placing public sector operations that can be
self-supporting on a viable basis;

(b) To prepare medium~term development plans which indicate the specific
policies, measures and programs required to emerge from present difficulties;

(c) To restimuylate the private sector by establishing well-defined and
well-communicated policies adequate for private sector initiatives;

(d) To reduce domestic consumption of non-essential impxrted goods and
to stimulate competitive enterprises relying on local materials to produce goods
with an import-substitution effect;

(e) To take actions to increase and sustain export growth, including
the diversification of both products and markets;

(f) To increase investment in the agricultural sector, placing emphasis
on expanding small-farmer access to credit, markets, agricultural inputs and
extension services; and

(g) To undertake activities which promote regional integration (e.g.,
the establishment of common services among the LDCs).

Because each participating CDF country is unique, all of the above
c-iteria may not be applicable to each country.

b. Evaluation Procedures

The summary of proceedings of the CG country subgroup reviews will
provide the source documents on the commitments undertaken by participating
governments. The World Bank Economic Memoranda and other reports will evaluate
and document macro-economic performance. IMF consultation mission reports on
Jamaica and Guyana will also provide periodic updating of progress under the
IMF agreements. LAC/CAR (with other staff support as needed) will review these
documents to identify policy commitments undertaken and to monitor progress in
carrying them out. Attention will be given both to policy measures aimed at
financial stability of the kind sought under traditional IMF standby agreements
and to policy measures directed at long~term structural changes and equity,

6. BHNF Evaluation

The additional $2.5 million contributed to the BHNF will be evaluated
as part of the Basic Human Needs-Employment Sector Project (538-0030). This
project calls for two separate evaluations. The first evaluation will take
place six months after the first disbursement of funds to the CDB, and the second
will occur after final disbursement of funds for public works. The evaluation
criteria included in these evaluations are those as detailed in the BHN-

Employment Sector Project Paper.



ANNEX

CARIBBEAN DEVELOPMENT B/ANK

P.O. Rox 408 Wildey
5. Michael BRartmdos W.I.

Telephone: 61152 Cable Address: “Cantank,” Telex YWB 287,

?nd October, 1979

Mr. William Wheeler,

Representative, :
USAID Regional Development Office/Caribbean,
c/o U.S. Embassy, )
BRIDGETOWN

Dear Mr. Wheeler,

Request for Second Loan under
Caribbean Development Facility

You will no doubt recall that in September 1978 a Loan
Agreement was signed between the (DB and USAID whereby AlD
agreed to lend the Bank an amount of USS20.0 million under
the Caribbean Development Facility for on-lending to Barbados,
Guyana, Jamaica and the CARICOM LDCs.

Under the terms of the Agreement, an amount of US$18.0 million
was to be on-lent to the MDCs and USS2.0 million to the LDCs.
In addition, the Agreement required that funds allocated to
the MDCs be disbursed by September 30,1973 while funds
allocated to the LDCs be disbursed by September 30,1982.

The MDC phase of the programme has now come to an end and
indications are that this phase has been highly successful
considering that the Bank expects to be able to disburse an
amount of USS13.9 million with an additional amount of
$1.5 million ready for disbursement after re-allocation of
category funds between Barbados, Guyana and Jamaica.

During the past year thirteen priority projects of the
highest priority in the economic development programes of
the MDCs have been enabled to move forward because of the
availability and timeliness of CDF assistance. In addition,
CDF funds provided some measure of support to the MDCs in
easing their fiscal and balance-of-payments problems and made
it easier for these countries to institute economic policy
reforms called for by the CGCED.
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Hr. Milliam Wheeler 2nd October, 1979

At its June 1979 Meeting in Washington, the CGCED
indicated that the participating merber countries of the
Bank still qualify and are in need of further CDF-type
of assistance.

The (DB therefore requests a further loan of
USS17.5 million to enable these countries to continue
funding of high priority projects, all of which will have
a significant impact on the poor. '

(DB also requests a grant of LS$2.5 million for

financing high priority quick disbursing economic and
social cevelopment projects in the CARICOM LDCs.

Yours sincerely,

William G. Demas
President

2
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Statutoryv Checklist

GENERAL CRITERIA FOR COUNTRY ELIGIBILITY

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

2. FAA Sec. 48l1. Has it been determined
that the government of recipient country
has failed to take adequate steps to
prevent narcotics drugs and other con-
trolled substances (as defined by
the Comprehensive Drug Abuse Prevention
and Control Act of 1970) produced or
processed, in whole or im part, in such
country, or transported through such
country, from being sold illegally
within the jurisdiction of such country
to U.S. Government personnel or their
dependents, or from entering the U.S.
unlawfully?

3. FAA Sec. 620 (b). 1If assistance is to
a government, has the Secretary of
State determined that it is not con-
trolled by the international Communist
movement?

ARNEX 11

The assistance will be made
available to the Caribbean
Development Bank. No
participating country has
engaged in a pattern of gross
violations of Human Rights.

No.

Assistance is to the CDB.



FAA Sec. 620 (C). If assistance is

to a government,is the government liable
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?

FAA Sec. 620 (e) (1). If assistance

is to a government, has it (including
government agencies or subdivisions)
taken any action which has the effect

of nationalizing, expropriating, or
otherwise seizing ownership or control

of property of U.S. citizens or entities
beneficially owned by them without taking
steps to discharge its obligations

toward such citizens or entities?

FAA Sec. 620 (a), 620 (f); FY 79 App.

Act Sec. 108, 114 and 606.

Is recipient country a Communist

country? Will assistance be provided

to the Socialist Republic of Vietnam,
Cambodia, Laos, Cuba, Uganda, Mozambique,
or Angola?

Assistance is to the CDB.

Assistance is to the CDB.

No.



10.

FAA Sec. 620 (1). Is recipient country

No.
in 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?

FAA Sec. 620 (j). Has the country No.

permitted, or failed to take adequate
measures to prevent, the damage or
destruction, by mob action, of U.S.
property?

FAA Sec. 620 (i). If the country has

failed to institute the investment Assistance is to the CDB

guaranty program for the specific risks
of expropriation, invonvertibility or
confiscation, has the AID Administrator
within the past year considered denying
assistance to such government for this
reason?

FAA Sec. 620 (o); Fishermen's

Protective Act of 1967, as amended, None

Sec. 5. If country has seized, or .

imposed any penalty, or sanction against,
any U.S. fishing activities in interna-
tional waters,

a. has any deduction required by the
Fishermen's Protective Act been made?

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



11.

12.

FAA Sec. 620; FY 79 App. Act Sec. 603

(a) Is the government of the recipient
country in default for more than six
months on interest or principal of any
AID loan to the country? (b) Is country
in default exceeding one year on

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

FAA Sec. 620 (s). If contemplated

assistance is development loan or from
Economic Support Fund, has the Admini-
strator taken into account the percentage
of the country's budget which is for
military expenditures, the amount of
foreign exchange spent on military
equipment and the amount spent for the
purchase of sophisticated weapons
systems? (An affirmative answer may
refer to the record of the annual
"Taking Into Consideration" memo:

"Yes, as reportad in annual report om
implementation of Sec. 620 (s)." This
report is prepared at time of approval
by the Administrator of the Operationmal
Year Budget and can be the basis for

an affirmative amswer during the fiscal
year unless significant changes in
circumstances occur.)

No.

Assistance is to the CDB.



14.

15.

16.

'_‘.l
-~

FAA Sec. 620 (t). Has the country
severed diplomatic relations with the
United States? If so, have they been
resumed and have new bilateral assist-
ance agreements been negotiated and
entered into since such resumption?

FAA Sec. 620 (u). What is the payment
status of the country's U.N. obliga-
tions/ 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, FY 79 App. Sec. 607.

Has the country granted sanctuary from
prosecution to any individual or group
which has committed an act of inter-
national terrorism?

FAA Sec. 666. Dces the country object,

on basis of race, religion, natiomal
origin or sex, to the presence of any
officer or emplovee of the U.S. there
to carry out economic development
program under FAA?

FAA Sec. 699, 670. Has the country,
after August 3, 1977, delivered or
received nuclear enrichment or
reprocessing equipment, materials, or
technology, without specified
arrangements or safeguards? Has it
detonated a nuclear device after
August 3. 1977, although not a N
"nuclear-weapon State” under the
nonproliferation treaty?

No.

This is assistance to the CDB.

No.

No.



FUNDING CRITERIA FOR COUNTRY ELIFIBILITY

Development Assistance Country Criteria.

a. FAA Sec. 102 (b) (4). Have

criteria been established and taken into
account to assess comuitment progress

of country in effectively involving the
poor in development, on such indexes as:
(1) increase ip agricultural productivity
through small-farm labor intemsive
agriculture, (2)-reduced infant morality
(3) control of populatiom growth, (4)
equality of income distribwution, (5)
reduction of unemployment, and. (6)
increases literacy.

b. FAA Sec. 104 (a) (1). 1f appropriate_

is this development (including Sabel)
activity designed to build motivatiom
for smaller families through
modification of economic and social
conditions supportive of the desire
for large families in programs

such as education in and out of
school, nutrition, disease contro _,
maternal and child health services,
agricultural production, rural
development, and a2ssistance to

urban poor?

Yes.

" "A part of the project

will be designed to do
this.



A. GENERAL CRITERIA FOR PROJECT

1. FY 79 App. Act Unnumbered; FAA Sec.
653 (b); Sec. 634A. .
(a) Describe how Committees on
Appropriations of Senate and House
have been or will be notified con-
cerning the project; (b) is assistance
within (Operational Year Budget)
country or international organization
allocation reported to Congress (or not
more than $1 million over that figure)?

Notification will be
accomplished before
funds are obligated.

2. FAA Sec. 611 (a) (1). Prior to obliga-
tion in excess of $100,000, will there be
(a) engineering, financial, and other
plans necessary to carry out ‘the assist-
ance and (b) a reasonably firm estimate
of the cost to the U.S. of the assistance?
3. FAA Sec. 611 (a) (2). TIf further
legislative action is required within None is required
recipient country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of
the assistance?

Yes,

4, FAA Sec. 611 (b); FY 79 App. Sec. 101.

If for water or water-related land resources N.A.

construction, has project met the standards
and criteria as per the Principles and Stand-
ards for Planning Water and Related Land
Resources dated October 25, 19737

5. FAA Sec. 611 (e). If project is capital
assistance (e.g., construction), and all
U.S. assistance for it will exceed $1 million,
has Mission Director certified and Regional
Assistance Administrator taken into considera-
tion the country's capability effectively to
maintain and utilize the project?

N.A
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I1s preoject susceptible of 1o s . .
‘ : \ it It is a Regional
5 part of regicnal or mulrilateral ]
; o ; e . Project
sroject? 1{ sc wny 1s project not soO
executed? Information and conclusion whether
assistance will encourage regional development
programs.

7 FrA Sec. 601 (a). Information and Various Project
conclusions whether project will . sub~loans will
encourage efforts of the country accomplish these
to: (a) increase the flow of inter- ends,

national trade; (b) foster private
initiative and competition; (c)
encourage development and use of
cooperatives, credit unions, and savings
and loan assoications; (d) discourage
monocpolistic practics; (d) improve
technical efficiency of industry,
agriculture and commerce; and (f)
strengthen frge labor unions.

s
”

8. FAA Sec. 601 (b). Information and AID-financed foreign
conclusion on how project will exchange expenditures
encourage U.S. private trade and- under the project
investment abroad and encourage private will finance goods
U.S.participation in foreign assistance and services from
programs (including use of private - the U.S.

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

a, FAA Sec. 612 (b) Sec. 636 (h).
Describe steps takem to assure that, N.A.
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.S5. are utilized to meet

- the cost of contractual and other . ' -

services. T T

10. FAA Sec. 612 (d). Does the U.S. own
excess foreign currency of the country
and, if so, what arrangements have
been made for its release?

11. FAA Sec. 601 (e). Will the project
utilize competitive selection Yes.
procedures for the awarding of <ontracts,
except where .applicable procurement
rules allow otherwise?
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ec. 608. 1If assistance N. A
ction of any cowmmodity

>r export, i he commodity likely to .be
surplus-on world marketrs at the

e the resulting productive capacity

ecomes operative, and is such :

assistance likely to cause substantial

injury to U.S. producers of the same,
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FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

a. FAA Sec. 102 (b); 111, 113; 281 a.

Extent to which activity will (a) effectively
involve the poor in development, by extending
access to economy at local level, increasing
labor-intensive production a2nd the use of
appropriate technology, spreading investment
out from cities to small towns and rural areas,
and insuring wide participation of the poor

in the benefits of development on a sustained
basis, using the appropriate U.S. institutions;
(b) help develop cooperatives, especially by
technical assistance, to assist Tural and urban
poor to help themselves toward better life,
and otherwise encourage democratic private

and local governmental institutiomns; (c)
support the self-help efforts of developing
countries; (d) promote the participation of
women in the national economies of developing
countries and the improvement of women's
status; and (e) utilize and encourage regional
cooperation by developing countries?

b.' ~ FAA Sec. 103, '1034A, 104, 105, 106, 107.

Is assistance being made available: (include
only applicable paragraph 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 development

or nutrition; if so, extent to which activity '
is specifically designed to increase productivit
and income of rural poor; (103A) is for agricul
tural research, is full account taken of needs
of small farmers;

(2) (104) for population planning under sec.

104 (b) or health under sec. 104 (ec); 1if so,
extent to wnich activity emphasizes low-cost

integrated delivery systems for health,

A number of sub-projects
being financed will
address these objectives

The project is designed
to prov .de resources to
the CDB for relending to

. participating Caribbean

Governments to support
a variety of types of
development projects, all
sponsored by external

donors sucir a- the World
Bank, the IDB, etc. Therefc
the $20 million to the

CDB includes funds from &8
103, 104, 105 and 106
accounts, While the
specific subprojects have
not yet been identified,
all sub-projects to

receive AID funds will have
an impact direct or indiree:
on the poor of the recipien
country, :



nuL T 1y for the poorest
ceople, h cu artention to the
needs of mothers and voung chiidren, using
paramedical and auxiliary medical personnel,
clinics and health posts, commercial distri-
bution svstems and other modes of community
research.

(3) (105) for education, public administra-
tion, or human resources development; if so,
extent to which activity strengthens nonformal
education, makes 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) for technical assiztance, energy,
research, 'Teconstruction, and selected devel-
op?ment problems; if so, extent activity is:
(1) technical cooperation and development,
especially with U.S. private and voluntary, or
regional and intermational development, organi-
zations; )

(ii) to help alleviate energy problems;

(iii) research into, and evaluation of, i
economic development processes and techniques;

(iv) reconstruction after matural or manmade
disaster;

(v) for special development problem, and to

enzble proper utilization of earlier U.S. .

infrastructure, etc., assistance;

(vi) for programs of urban development,
especially small labor-inteusive enterprises,
marketing systems, anc¢ finaacial or other
institutions to help urban poor participate
in economic and social development.

c. (107) 1s appropriate effort placed on
use of appropriate technology?

d. FAA Sec. 110 (a). Will the recipient
country provide at least 257 of the cost 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 "relarively least-developed"
country)? '

Yes
NA. This
Regional

is a
Project.



e. 110 (). Wwill grant capital
ce be disbursed for preoject over

N
more than 3 vears? If so, has justificatrion
satisfactory to Congress been made, and
eiforts for other financing, or is the
recipient country "relatively least
develope d""
f. FAA Sec. 281 (b). Describe extent to

which program recognizes the particular
needs, desires, and capacities of the people
of the country; utilizes the country's
intellectual resources to encourage
institutional development; and supports
civil education and training in skills
required for effective participation in
governmental and political processes
essential to self-government.

g. FAA Sec. 122 (b). Does the activity
give reasonable promise of contributing

to the development of ecounomic resources

or to the increase of productive capacities
and self-sustaining economic growth?

Development Assistance Proiect Criteria

(Loans Only)

a. FAA Sec. 122 (b). Informatior and
conclusion on capacity of the country

to repay the loan, including reasonable-
ness of repayment prospects.

b. FAA Sec. 620 (d). 1If =assistance is
for any productive enterprise which will
compete in the U.S5. with U.S. enterprise,
is there an agreement by the -recipient
country to prevent export to the U.S. of
more than 20% of the enterprise's annual
production during the life of the loan?

Project Criteria Solely for Economic
Support Fund

a. TFAA Sec. 531 (a). Will this assist-
ance support promote economic or political
stability? To the extent possible, does it

reflect the policy directions of section 1027

b. TFAA Sec. 533. Will assistance under
this chapter be used for military, or
paramilitary activities?

Subprojects will be
designed with such
considerations 1in
mind. )

Yes.

NA. Funds will be
loaned to the Caribbean
Development Bank.

Yes.

NA.

NA.
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INITIAL ENVIRONMENTAL EXAMINATION

Proiect Location: Caribbean Regional
Project Title : Caribbean Development Facility II
Funding : FY 80 - $17.5 million loan

~ $2.5 million grant

Life of Project : One year

Environmental Action Recommended:

This IEE has determined that no reasonably foreseeable significant adverse
environmental impacts will result from the project's activities. Because
there may be as yet unidentified subprojects which may have a significant
impact on the human environment, the Mission will review those activities
when they are identified in accordance with the process and criteria as
described in this IEE. Therefore, the Mission recommends that the project's
activities be given a Negative Determination.

William B. Wheeler
AID Representative

Ml UL, 0,

Date:zj J?M /?77



The purpose of this AID project is to support the Caribbean
Development Facility (CDF) and enable the countries of the English-speaking
Caribbean to maintain adequate levels of development investment, and hence
employment and output, while simultaneously pursuing economic policies required
for economic stabilization and growth with equity. The Caribbean countries are
undergoing a critical period of economic adjustment. Beacuse the governments
in the region are undertaking stringent measures to stabilize their economies,
thev will require additional financial assistance to achieve levels of invest-
ment and growth adequate to contain rapidly growing employment and falling
incores. In reviewing assistance needs, the World Bank has identified existing
or new development projects in the CARICOM region which require $102.5 million
in recipient country counterpart financing not now available because of limited
domestic resources. The Caribbean Development Facility was established wunder
the auspices of the Caribbean Group for Cooperation in Economic Development in
order to make available the resources necessary to fill this gap. The United
States committed itself to a FY 1978 contribution of $20 million to the Caribbean
Development Facility and to an additional $20 million in FY 1980. The loan
funds provided will be primarily utilized by the three More Developed Countries -
Jamaica, Guvana and Barbados - to finance the local costs of essential socio-
economic development projects whose foreign exchange costs are being financed
by external donors. Grant funds are being provided to augment the resources
whicn the Caribbean Development Bank has for the benefit of the eight CARICOM
LDCs in its Basic Human Needs Fund. The recipient countries, in turn, have
committed themselves to the CDF to undertake extensive self-help measures,
reflected in medium-term economic programs designed to lead to financial
stability and long-term growth and development.

Under this project AID will lend $17.5 million and grant
$2.5 million in development assistance funds to the Caribbean Development Bank
(CDB) for relending and granting to eligible countries for selected socioeconomic
development projects. For the loan portion of the project, the CDF Working Group
(made up of representatives of the IBRD, IMF, IDB and CDB) will determine a
country's eligibility for assistance based upon the existence of appropriate
short and medium-term economic policies. The commitmentsof recipient cowntries
have been confirmed in Caribbean Group country subgroup meetings and recorded
in the summary of official CG proceedings. After the CDB is informed by the
CDF Working Group that a member country has qualified for CDF assistance, it
will review the donor-assisted projects in the country's investment program to
determine which of those projects are eligible for assistance through a subloan
of AID resources. All projects to receive AID funds must be consistent with
AID "New Directions" legislation and impact upon the poor of the recipient
country.

With respect to projects which qualify for loan financing with
AID funds, the CDB will obtain from the prime donor of the project written
confirmation that the project is currently technically and economically feasible,
that the financial plan has been reviewed, updated and is satisfactory, and that
the project will have no forseeable significant effects upon the
human environment (or if it does, that a satisfactory environmental analysis
has been prepared). The prime donor will also provide the CDB with a brief
description of how the project is expected to impact upon the poor of the
recipient country. Since many of the projects to be financed under CDF II will
already have undergone this procedure, the CDB will require only an updated
financial plan for continuing projects.

For the Basic Human Needs Fund (BHNF) portion of the Project,



the CDB will review, approve and manage the overall implementatior of a

series of labor {ntensive subprojects aimed at maintaining and improving
public i{nfrastructure. Subprojects will be prepared by BHNF financed consul~
tants and a Country Project Supervisor. The BHNF subprojects will be carried
out under an accelerated implementation system whereby they will be identified
and prepared within a minimum time frame, undergo simplified CDB review and
approval process and be subject to rapid yet thorough in-country certification
and disbursement.

The subproject activities include: school construction and
rehabilitation; road surfacing and drainage; additions to improve communication
essential to the development of small industry, tourism and commerce; water
supply distributions, and extensions; health clinic improvements to meet basic
health needs essential to worker productivity. Activities will also involve
reforestation and erosion control to minimize environmental degradation and
nromote productive land management, and rehabilitation to community centers to
improve social and cultural exchange and promote local arts and crafts.

These sub-projects will have negligible environmental impli-~
cations. During the implementation of the relatively uncomplicated and simple
subprojects (at a cost of $50,000 to $200,000 each), caution will be exercised
to prevent any disturbances from the relatively small amount of earth movement
and excavation required. 1In the long run, the completed subprojects will
provide environmental benefits through improved controls of storm drainage
discharges, and selected elimination of soil ero:ion and degradation problems.

The Caribbean Development Bank (CDB), an intermediate credit
institution which will administer this program, has had extensive experience
throughout the region in evaluating the environmental considerations of
infrastructure projects. It will review and evaluate the environmental
implications of the subprojects under this program as they are submitted for
approval and financing. Also, as part of the overall project management
provisions, frequent on-site inspections will take place, and the project
engineering consultants will be instructed to ensure that construction work
is performed and completed with a minimum of environmental disturbance.

RECOMMENDATION FOR THRESHOLD DECISION

RDO/C finds this project is not a major action which will have
a significant environmental impact. A negative determination is, therefore,
recommended.

II. Evaluation of the Environmental Impact of the Project

AID will not be directly involved in design and implementation of
the activities which will be carried out under AID financed subprojects. Nor
in terms of the MDCs will AID be directly involved in the process of determining
the specific activities in a recipient's development investment program which
will ultimately receive AID funds. The principal role of AID under the MDC
loan-financed part of the Project is to contribute the resources necessary
to finance the local costs of externally supported projects in recipient
countries investment programs. The LDC phase of the Project is aimed at
facilitating short-run employment generation and infrastructure maintenance.
In both the MDC and LDC parts of the program, the principal role in design and
implementation will rest with the CDB, the Prime Donors and the Participating
Countries.

As previously noted, for MDC projects the CDB will obtain from the



prime donor to the project either a determination that the Project has no
reasonably foreseeable significant adverse effects on the human environment
or a satisfactory analysis of the project's environmental impact.

Under the BHNF phase of the Project, subprojects to be financed
will have negli{gzible environmental implications; indeed, in the long run
completed subprojects will be beneficial in eliminating soil erosion,

{mproving drainage and sanitation and arresting physical degradation. In the
Initial Fnvironmental Examination for the Basic Human Needs/Employment Sector
Project, it was agreed that subprojects which were designed to rehabilitate,

add to, extend, repair or maintain existing infrastructure would not require
further environmental examination, as long as such development did not
significantly change, or cause to be changed, the character or use of the original
infrastructure or affected area. Subprojects which may change, or may cause to
change, land use patterns, environmental systems such as hydrology,water and

air quality, physical ecology,or are of a controversial nature or where there is
a reasonable risk of significant adverse effect on the general environment, would
require further environmental analysis. If after these analyses, ro be in form
and substance the equivalent of AID's IEE, RDO/C determines there would be
potential adverse environmental effect, a more detailed analysis on the level

of AID's EA would be conducted. It is the judgement of KDO/C, therefore, that the
Project possesses ample environmental safeguards. )

111 Mission Recommendation

Based upon the above considerations, RDO/C recommends that the
AA/LAC makeée a finding of a negative threshold determination for this Project.
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ANNEX

DRAFT PROJECT AUTHORIZATION

Caribbean Development Bank Caribbean Development Facility

Project Number: 538-0023

Pursuant to Part I, Chapter 1, Sections 103 - 106 of the Foreign Assistance
Act of 1961, as amended, I hereby authorize a loan of not to exceed Seventeen
Million Five Hundred Thousand United States Dollars (17,500,000) and a Grant
of not to exceed ™o Million Five Hundred Thousand (2,500,000) to the
Caribbean Development Bank (''Bank') 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 will assist the governments of the English-speaking Caribbean
countries to maintain adequate levels of development investment by providing
resources needed to finance essential socioeconomic development projects of
participating countries most of which are being assisted by international
agencies and other donors. The participating countries, in turm, will have
committed themselves to undertake self-help measures reflected in medium term
economic programs which will lead to financial stability and long-term growth.

I hereby authorize initiation of negotiation and execution of the Project
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, convenants and major conditions:

a. Interest Rate and Terms of Repayment

The Bank shall repay the Loan to A.I.D. in United States Dollars
within twenty (20) years from the date of the first such
disbursement including a grace period of not to exceed ten (10)
years. The Bank shall pay to A.I.D. in U.S. dollars interest from
the date of the . first disbursement of the Loan at the
rate of (a) two percent (2%) during the first ten (10) years, and
(b) three percent (3%) per annum thereafter on the outstanding

disbursed balance and on any due and unpaid interest
accrued thereon.

b. Source and Origin - Loan and Grant

Except for ocean shipping and except as A.I.D. may otherwise agree

in writing or as otherwise provided in this authorization, goods

and services financed by AID from Ipan funds shall have their source
and origin in any country included in AID Geographic Code 941, Ocean
shipping financed under the Loan shall be procured in the United
States or in any Bank member country included in AID Geographic Code
941 except as AID may otherwise agree in writing. ’

Except for ocean shipping and except as AID may otherwise agree in
writing or as otherwise provided in this authorization, the source
and origin of goods and services financed under the Grant portion
of the Project shall be Code 000 and member countries of the CDB.
other than the United Kingdom and Canada. Ocean shipping financed
under the Grant shall be procured in the United States, except as
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AlD may otherwise agree in writing.

Conditions Precedent to Disbursements for Sublending

Except as A.I1.D. may otherwise agree in writing, prior to any
disbursement or the issuance of any commitment documents under

the Project Agreement to finmance any eligible subloan project

the Bank shall furnish in form and substance satisfactory to
A.1.D. (a) evidence that the country in which the respective
project is to be carried out has been qualified for assistance by
the Caribbean Group (CG) after review of its proposed development
policies and investment programs; (b) evidence that the Bank has
identified the project to which assistance will be provided as
eligible under A.I.D subproject selection criteria; (c) evidence
that the Borrower has received from the eppropriate donor
institution a written statement with such supporting documentation
as may be necessary, confirming (i) that the proposed eligible
project is currently technically, econcmically and financially
feasible; (ii) that the financial plan for the project prepared by
the donor has been reviewed and updated; (iii) that the proposed
eligible project will not have a significant effect on the human
envircnment or if such project does have a significant effect that a
satisfactory environmental analysis has been prepared; and (iv)
that the proposed eligible project (which shall e adequately
described) will have a significant impact upon the poor of the
country in which it is located including a brief explanation of
how this impact will be achieved. Conditions and covenants for

the Grant portion of this Project shall be those alreadv establighed
under AID Project 538-0030, Basic Human Needs/Employment Sector.

Covenants of the Bank

Except as A.I.D. may otherwise agree in writing, the Bank shall covenant

that funds made available under the Project shall be reloaned to
Bank member countries at an interest rate of not to exceed 47 per
annum for the maximum feasible term of repayment (including a grace
period) consistent with timely repayment of this Loan to A.I.D. by
the Bank.

Waiver - Source and Origin - Loan and Grant

The United Kingdom or Canada shall be considered eligible for purposes
of source, origin and nationality for goods and services, except for
ocean shipping, if the CDB obtains from the respective country a
written commitment, satisfactory to AID, that during the life of the
Project such country will make available grant or loan funds to the
CDF 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 anon-discriminatory basis.

ADMINISTRATOR




ANNEX V

SUBPROJECT DESCRIPTION

Country: Jamaica
Project: First Rural Development
Funding Category: FN

Prime Donor: IBRD

Loan Agreement Date: 6/77
Original Completion Date: 12/80
Revised Completion Date: 12/82

CDF Disbursements;
First Tranche (7/78 - 9/79): $ 674,485(Actual)
Second Tranche (10/79 - 9/80): $3,100,000 (Anticipated)

A. Project Description

The projg;& provides for the establishment of nine Agricultural
Settlements in the west/region of Jamaica for 1400 landless families and families
with insufficient land and includes construction of village, farm and access
roads, farm houses, provision of utilities and other community facilities, soil
conservation and forestation schemes, credit and other farm inputs under the
supervision of the Ministry of Agriculture. The project also provides for the
reorganization and decentralization of the Ministry of Agriculture, including

the construction of offices, staff houses and the purchase of vehicles. A third
component of the project provides for the construction/reconstruction of 70

miles of feeder roads and 9 rural markets, the development or extension of 41
rural water supply systems, and the installation of 6,000 waste disposal units.
Provisions is also made for hiring consulting and specialist services for physical
planning, administration and supervision.

In the project area, princ¢ipally in the county of Cornwall, the
average annualper/capltaincome is estimated at $175, although close to 50 per-
cent of this population group have annual per capita incomes of under $100.
Malnutrition is widespread and social services meager. The area's unemployment
level is estimated to be 25 percent. The establishment of agricultural settle-
ments, the provision of market facilities, the construction of feeder roads
and the extension and rehabilitation of the water supply and waste disposal
systems are all expected to upgrade the quality of life of these low income
families.

B. Project Implementation

(1) Agricultural Settlements Development plans for eight settlements
are completed, and partially completed for a ninth. The GOJ is presently
seeking title to land for eventually establishing a tenth settlement under
the project. Roads and reforestation programs are underway in five of the
settlements; water supply works are progressing at three settlements. Initial
tenants placement will begin in October of this year. Plots of land will be
allocated on an individval family basis, averaging 6 acres/family, although
common marchinery pools and marketing arrangements are contemplated. A short-
age of materials, surveyors and other technical staff, in additiom to inadequate
planning prior to executing the loan agreement, have all contributed to delays
in this element of the project. Revised completion target: 1982.




{(2) Regilonal Infrastructure

~ Of the 68 miles of feeder roads programmed for upgrading or construc-
tion, 6 miles have been completed and an additional 6 miles are under construc-
tion. Heavy rains over the past several months have slowed progress. By early
1981, the completed road works are expected to benefit some 4,000 - 6,000 farm
families working an estimated 15,000 - 20,000 acres.

- Two of the rural markets have been constructed and construction of three
more will be initiated this vear. The nine markets contemplated under the pro-
ject are intended to accommodate3,000 vendors and serve an estimated 50,000
families. In spite¢ of materials shortages, all of the markets are expected to
be finished by early 1981.

~ Nearly 1100 concrete base latrines have been constructed and delivered
to date.

- Of the 23 water supply schemes programmed under the project, about half,
have been designed and three are nearly completed. A shortage of supervising
engineers could delay completion of this project element to the latter part of
1981. About 50,000 rural residents are expected to benefit from this program
element providing water for both hcusehold and agricultural uses.

(3) Decentralization of Ministry of Agriculture The planning for the
Ministry's reorganization has been completed. This project component calls

for establishing 4 regional and 30 local offices in addition to 40 staff houses.
The regional offices are expected to be tendered in November; three local
offices and related housing have been tendered and contracts for 5 more will
soon be let. All offices and houses are expected to be completed by the first
quarter of 1981.

C. Project Financiqg-l
(nillions of dollars)
FX ic TOTAL
IBRD 8.5 6.5 15.0
GOJ/CDF - 16.4 16.4
Total Project Cost 31.4

1/ Devaluation of the Jamaica Dollar coupled with inflation have undermined
the original budget extimates for the project. An IBRD appraisal team
will review this situation shortly and revise budget estimates accordingly.




Country: Jamaica

Projecrt: Small Scale Enterprise Development
Funding Category: SDh

Prime Donor: IBRD

Loan Agreement Date: 8/78

Uriginal Completion Date: 2/83

CDF  Disbursements:
First Tranche (7/78 - 9/79): $1,060,208 (Actual)
Second Tranche (10/79 - 9/80): $500,000 (Anticipated)

A Project Description

Commercial bank lending to small scale enterprises (SSEs) has
been principally restricted to short-term loans secured by sizable collateral.
The project would help mobilize the resources of the commercial banking sys-
tem for medium and long-term loans to SSEs, based on project appraisal. The
project provides for the granting of subloans to assist small businesses
engaged in the manufacture of garments, food processing, wood work, footwear,
building materials, toys, light metals, craft and construction. These busi-
nesses are also expected to benefit from technical assistance which will be
provided under the terms of the Loan Agreement. It is expected that this
projiect will directly create 1,360 jobs (at an investment cost per job of
$8,000) mainly by increasing the capacity utilization of existing enterprises.
3ackward and forward linkages are expected to create additional jobs indirectly.
Since most enterprises are located in the urban areas, the empluyment generated
by the project will largely benefit the urban poor.

The project execution is divided into two elements:

(1) The Bank of Jamaica, through the Premier Investment Corporation and parti-
cipating banks, shall finance sub-loans to SSEs with fixed assets (exclud-
ing land and buildings) of not more than $100,000;

(2) The Small Enterprise Development Corporation (SEDCO) shall finance sub-loans
to SSEs with net fixed assets (excluding land and buildings) of not more than
$20,000.

B. Project Implementation

The implementation of subprogram I (Modern Small Scale Enterprises)
is proceeding well. Four coumercial banks have been accredited to participate
in the scheme and agreement has been reached with the Jamaica Industrial
Development Corporation regarding the provision of technical assistance to
participating SSEs. The assistance program focused on the smaller SSEs has
experienced some start-up delays. SEDCO's employee turnover rate is quite high
since the organization's pay scale is presently under the civil service sys-—
tem. The percentage of sub-loan amounts due and in arrears is nearly 22. However,
SEDCO is aware of these problems and is seeking remedies. The salary question
is currently under review by SEDCO and GOJ authorities. Moreover, some progress
has been achieved under the SEDCO program: sub-loans totalling $514,000 have
been approved to date; the GOJ has advanced nearly J $2,000,000 to help

capitalize SEDCO and facilitate growth in sub-lending activities; SEDCO's account— - - i




ing, marketing,engineering and finance specialists have assisted small busi-
ness to improve their operations and, in some cases, revise their investment
proposals to enhance propects for higher returns. SEDCO personnel anticipate
that sub-locan approvals will increase to about $70,000 per month over the next
vear.

C. Project Financing
(millions of dollars)
FX LC TOTAL

IBRD 7.00 - 7.00

Commercial Banks - 1.20 1.20

SEDCO - 1.00 1.00

coJ/cor +/ - 0.25 0.25

SSEs - 2.20 2.20

Total Project Cost 11.65

1/ The loan agreement further stipulates that the GOJ shall provide
SEDCO with at least J $13 million over the period 1978-1981.




Y 2 Jamaica

Project Second Popularion
Funding Category: PN

Prime Donor, IBRD

Loan Agreement Date: 6/76

etioen Date: 6/80

“irst Tranche (7/78 - 9/79) ¢ 31,479,088 (Actual)
Seoond Tranche (10779 - 9/80): §2,250,000 (Antyicipated)
AL Project Description

The project is designed to support and maintain the objectives of
the Berrower's maternal, child health, family planning ond nutrition frograms.
des for the construction of 57 healtli centers in the country of Cornwall
and the purchase of vehicles, furniture, training materials and equipment for the

It also provides for technical assistance and training of public health
project's objectives of reducing fertility, reducing the serious
malnutrition in children up to five years of age, and eliminating

nant and lactating women are expected to impact significantly on
ower income groups.

roject Implementation

The project has experienced significant progress over the past

1+ months. Twenty health centers have been completed during this period. By
October of this vear, twenty-eight centers will be operative. The sites for the
remaining twentv-nine centers have been identified and land titles are currently

e
being secured where necessary. The Ministry of Health and Environmental Control,
responsible for the project's execution, anticipates no difficulty in obtaining

these titles. Tender documents have been prepared for the remaining centers and

bids are expected to be received shortly and awarded within the next two months.
Construction of the remaining centers is expected to be finished by next summer.

Most of the vehicles, furniture and equipment fer the project havepeen received

by the Ministry. Thea training programs for 65 mid-wives and 1,327 health aides are
proceediang satisfactorily. The personnel being trained will be deployed to the project
area as well as to other public health units throughout Jamaica. Due to cost
over-runs, some of the larger health units have been reduced in size to maintain
expenditures within the original budget for the project. Local cost financing
requirements over the next year are estimated at $2.25 million.

The project's concept of providing community medical services,
including public health and environmental services, family planning and maternal
and child health services for rural communities, has developed largely as planned.
Consequently, the World Bank ad GOJ have entered into preliminary discussions
regarding a follow-on project to extend the program to the other two countries in
Jamaica.




plect Financing

(millions of dollars)

55 LC Total
IBRD ' 5.9 0.9 6.8
GO0J/Cpp-' - 6.9 6.9
CIDA 0.389 - . 389
AID 0.077 0.019 0.096
Total Project Cost 14.185

The GOJ is also responsible for financing the recurrent costs during project
implementation, estimated at $11.5 million.




SoCountry: Jasatica

',?:Qjeét:r} VfSeif—Supporcing Férﬁeré Development Program
?ﬁndiﬁg Cacegory: N |
~ Prime Donor: IDB
Loan Agreement Date: 12/77

Original Completion Dacte: 12/81

CDF Bisbursements:
First Tranche (7/78 - 9/79): $3,093,484 (Actual)
Second Tranche (10/79 - 9/80): $1,970,000 (Anticipated)

A. Project Description

The purpose of the program is to support the development and diver-
sification of Jamalca's agricultural sector by providing credit aimed at increas-
ing the production and productivity of about 1,500 small and medium size
farmers operating individually or as members of cooperatives.  Such farmers
shall work a parcel of land between 5 and 25 acres, although these limits may
be adjusted according to the soil fertility and capacity for earning a minimum
annual net income of US $1,400 or the equivalent at 1977 prices. 1In addition
te the land-owning farmers, credit may also be extended to farmers who rent for
periods in excess of the term allowed for payment of any subloan granted.

The proceeds of the IDB loan are being used to purchase imported inputs, machinery
and equipment and to make permanent improvements requiring the use of foreign
currency. Subloans extended by the Jamaica Development Bank to target group
farmers are based on farm investment plans. Subloan interest charges are 7%

per vear, with grace and repayment periods varying in accordance with individual
cast flow projections developed under the farm plans.

B. Project Implementation

A special unit within the Jamaica Pevelopment Bank (JDB) is respon-
sible or the project's implementation. This unit has a central office in
Kingston and 13 Parish-based units througﬁg%he country, each staffed with a
manager, one or two assistants responsible for developing farm plans, an exten-
sionist, and a loan recovery officer. The loan agreement permitted retroactive
financing of eligible sub-loans to May, 1977. Since that time, 1,728  loans
have been made, with half of these being authorized in the past year. - About
half of the IDB loan funds have been drawn down or committed. A similar:level
of GOJ funds have either been disbursed or committed. The average sub—loan has
been somewhat less than anticipated due to the high cost of building materials.
Consequently, the level of on-farm investments as a percentage of a given. ‘sub-
loan is lower than originally contemplated. Participating farmers have tended =
to emphasize food crops. As a result of the recent flooding, credit. requ1rements ST
are expected to be substantially higher in the coming months and the Jpg antici- -
pates that most of the remaining project funds will be committed by the  final i"""
commitment date in December, 1980. An estimated 14% of the total outstanding
portfolio is in arrears by more than 90 days. (Up-to-date statements on the
status of sub-loans under the program are not available due to. dlfflcultles
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Country: Jamaica

Project: Sites and Services
Funding Category: SD

Prime Donor: IBRD

Loan Agreement Date: 6/74

Original Completion Date: 12/80

CDF Disbursements:
Firet Tranche (7/78 - 9/79): $1,539,792 (Actual)
Second Tranche (10/79 - 9/80): $4,500,000 (Anticipated)

Project Description

-
-
.

The project represents an initial effort by the GOJ to
demonstrate the effectiveness of a comprehensive approach to the problems of the
urban poor. It is designed to provide infrastructure for self-help housing,

essential community services and job opportunities to the lower income groups in
Jamaica. The project finances the development of 6,000 housing lots, the
construction of related infrastructure and community facilities, business
enterprises construction and equipment, consulting services and the training of
personnel. Tt is anticipated that this program will help alleviate a severe
shortage of low cost housing in Jamaica's largest cities and put such housing
within the financial reach of low income groups. The small industries enterprises
component of the project will provide an estimated 1,000 additional jobs and
opportunity for training unemployed workers and thereby raise the family income
levels of the participating households and help stabilize the new communities.

B. Project Implementation

Significant advances in project implementation have been made
over the past vear or so. The executing agency, Sites and Services Division of
the Ministry of Hcusing, reorganized and expanded its staff substantially. 1In
spite of construction materials shortages, delays in obtaining spare parts for
the heavy equipment, and occasional difficulties with contractors, over 4,000
core units have been completed and about 1,000 families are living on three of
the six low cost housing sites. Processing of applicants, orientation sessions,
provision of materials for completion of the core unit and one bedroom, technical
assistance to allottees, and community social activities are proceeding quite
smoothly. Community facilities have been virtually completed on two of the sites
and tenders for constructing the necessary facilities on the remaining sites will
be reviewed shortly. Appliactions from low income families for participation in
this project far exceed the available lots, attesting to both the need for and
success of the project. The project component concerned with the establishment
of small business enterprises has been dropped for lack of agreement between the
World Bank and the GOJ regarding the component's design,

Cost over-runs, amounting to about 30 percent, are being borne
largely by the GOJ, although the IBRD is considering the possibility of financing
some of these costs from Loan proceeds originally slated to finance the small
business enterprises component. Project expenditures over the past year totaled

approximately $5.5 million, and expenditures over the next year are prOJected at bll'i:t

million.




project is expecied to be completed by December, 1980.

?rgjectifinqncing (millions of dollars)
FX LC Total
1BRD n.a. n.a. 8.5
cOJ/CDF n.a n.a. 13.3

Total Project Cost 21.8




Country: Jamaic

Project: Students' Loan Fund II
Funding Category: ER

Prime Donor: 1DB

Loan Agreement Date: 5/75

Original Completion Date: 5/80

ChF Disbursements:
First Tranche (7/78 ~ 9/79): $198,796 (Actual)
second Tranche (10/79 - 9/80):  $240,000 (Anticipated)

Project Description

L

The program provides subloans on concessional terms to Jamaican
students from families having a maximum annual gross household income equivalent
Ty 2,000, with not less than 60 percent of the resources earmarked for
heneficiaries with an annual gross family income of not more than $9,000. These
subloans will finance studies to be undertaken at higher and vocational educational
tevels i priority discipiines essential for the social and economic development in
Jamaica. Based on a sample of the beneficiaries participating in the first
student loan, which indicated (i) that the average annual gross family income was
helow one-half of the permitted ceiling; (ii) sixty percent of the beneficiaries were
“rom rural areas; and (iii) nearly 51 percent were female, the CDB concluded that the
sarticipants under this Loan program would largely fall within the target group.

B. Project Implementation

The Bank of Jamaica's (Central Bank) Students' Loan Bureau has
responsibility for carrying out the loan project. The same entity was charged with
implementing the first Student Loan Fund program, totaling $6.1 million. A total
of 12,000 students have benefitted from the higher education programs financed
under the two loan programs. The dropout rate is 17, attesting to the adequacy of
the selection process. Most of the students (80%Z) receive their training in
Jamaica, although foreign training is authorized for academic programs not offered
in Jamaica. Presently, sub-loans totaling 2% of the portfolio,representing 3.87
of the participants, are in arrears. During the period of CDF I, 1,882 subloans
were approved and subloan disbursements totaled $2,222,153. The IDB recently
cancelled $679,000 of uncommitted loan proceeds; however, the balance of project
funds have been committed and will be fully disbursed by the final disbursement
date in May, 1980.

The GOJ has requested the IDB to provide additional foreign exchange
under a third student loan fund program since foreign reserves are quite limited
in Jamaica and some priority training requirements cannot be fulfilled by Jamaican
higher education institutions. The IDB has taken the decision to conduct an in-depth
evaluation of the first two programs before considering the Government's request.




B o Project-Financing (millions of dollars)

FX LC Total
1DB | 3.2 2,7 5.9%/
C0J /CDF - 3.4 3.4
Total Project Cost 9.3
17 $079,767 deobligated in June, 1979.




Jamaica
Micro-Dams

European Development Fund (EDF)

Fundinyg Category: FN

Loan Agresment Date: 2/717

Original Completion Date: 11/82

Revised Completion Date: 3/84

COF Dishbursements:
First Tranche (7/78 - 9/79): None (Actual)
Second Tranche (10/79 - 9/80): $850,000 (Anticipated)

A. Project Description

Under the project, the EDF and the Netherlands Government
agreed to provide $6.8 million to finance the heavy equipment, vehicles, soil
laboratory materials and equipment, and technical assistance required for the
construction of 234 micro-dams, with the GOJ agreeing to finance the local cost
expenditures of the project, estimated to be $7.4 million. The micro-dams would

ffectively irrigate approximately 120 acres per dam, thereby permitting the

small farmer beneficiaries with holdings of one-half to ten acres to grow
vegetables and other crops. The Ministry of Agriculture has concluded that wacter
is the principal constraint to small farm improvements in the project site areas.
The dams will also be used for fish farming (African perch).
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B. Project Implementation

Revisions in the project design have been made to establish
irrigation networks from the dam sites to surrounding areas of influence.
Conse juently, the Ministry of Agriculture now estimates that about 100 dams can
be financed within the original project budget. Geological and economic
studies have been performed by the Ministry, with the assistance of a consulting
firm, and 83 micro-dam sites have been clearly identified. All of the vehicles
and heavy equipment have been imported and site preparation and construction
activities are scheduled to commence in October, 1979. 13 micro-dams have been
designed and 12 more should be finished this year. An army engineer corps of the
Jamaica Defense Force will construct the dams and related irrigation systems by
force account under the supervision of the Ministry of Agriculture's Engineering
Division. The project is expected to be completed by March, 1984.

C. Project Financing (millions of dollars)
FX LC Total
EDF Grant 1.426 - 1.426
EDF Loan 3.851 - 3.851
Netherlands Gov't. 1.569 - 1.569
GOJ/CDF - 7.417 7.417

Total Project Cost 14.263
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Cauprry: Jamaloa

Projeve: Fourth Highway
Funding Category: X

Prime Doner:;  [BRD

Loan Apreement Date! 7179

Original Completion Date: 9/82

CDF Disbhursements:
First Tranche (7/78 - 9/79): None (Actual)
Second Tranche (10/79 - 9/80): $3,260,000 (Anticipated)

-
“

Proicct Description

The project, which forms part of the GOJ's Five-Year Road Maintenance
Program, consists of asphaltic overlay and surface treatment of about 335 miles
of arterial, secondary and tertiary roads, the procurement of road maintenance
cquipment and spare parts for the Ministry of Work's (MOW) road maintenance
equipment fleet, and technical assistance and training for MOW personnel
cesponsible for carrying out the Government's Road Maintenance Program. In
designing the project, a special effort was made to maximize the immediate
?‘p=Lt on employment generation. The project will employ about 1,300 people,

most of whom will be unskilled and residing in the various rural localities
and townships benefitting from the road improvement program. Over 70% of the
roads targeted for upgrading under the program pass through rural areas
inhabited largely by small farm families. In many of these areas passage
hv vehicle is presently not possible or very difficult due to the poor condi-
tion of the roads. A major project objective is to facilitate the flow of goods
and services to and from rural areas, thereby integrating the rural populace
more fullv into the country's overall social and economic development.

3. Project Implementation

Although the loan agreement was signed in July of this year, the GOJ
has already submitted to the World Bank the necessary documentation preliminary
to disbursements under loan. Prequalification of firms and the preparation of
bidding documents have also been completed. The MOW expects to award contracts
in November of this year and commence the project's first phase in early 1980.

¢ . Project Financing
(millions of dollars)
FX Lo TOTAL
IBRD 16.0 - 16.0
GOJ /CDF - 7.3 7.3
Total Project Cost 23.3

1/ The loan agreement also requires the GOJ to finance recurrent expenditures
under the Program estimated at J $53 million,equivalent to U.S. §29.8
million.




Country: Jamaica

Project: Secondary Main and Parish Council Roads
Funding Category: FN

Prime Donor: IDB

l.oan Agreement Date: 4774

Original Completion Date: 4/78

Revised Completion Date: 4/80

CDF Disbursemcnts:

First Tranche (7/78 -~ 9/79): None (Actual)
Second Tranche (10/79 - 9/80): $90,000 (Anticipated)
A. Project Description

The project consists of the design ,reconstruction and related
engineering services for 60 miles of secondary roads in rural areas of Jamaica.
These roads will provide access to markets and social services for the
predominantly poor, agriculturally oriented population which inhabit the rural
areas. Most of the rural populace have income levels well below those of the
urban sector.

B. Project Implementation

In order to keep within the original budget allocations, 14 miles
Of roadway improvements were dropped from the project. Presently, 28 miles of
project roads have been completed with the balance expected to be finished by
August of next year. The private contractor selected to perform the necessary
reconstruction was terminated for inadequate performance and the Ministry of Works
was engaged to complete the job. Some road sections had to be relocated due to
poor sub~base materials. This year, heavy rains have delayed the project's
progress considerably. Actual construction works have been underway since
September of 1976. The IDB Loan was 407 disbursed as of June, 1979,

C. Project Financing (millions of dollars)
FX LC Total

IDB 10.0 1.5 11.5

VIF - 3.9 3.9

GOJ/CDF 0.1 5.2 5.3

Total Project Cost 20.7




Country: Jamaica

Project: Parish Retail Markets Reconstruction
Funding Category: N

Prime Donor: DB

Loan Agreement Date: 10/79 (Anticipated)

Original Completieon Date: 10/83 (Anticipated)

Eay . 3 N
COF Misbursements:

First Tranche (7/78 - 9/79): None (Actual)
Second Tranche (10/72 - 9/80): $725,000 (Anticipated)
Al Project Description:

One of the principal elements in the GOJ's recently established
: ilmarketing strategy is the reconstruction of antiquated Parish retail
markets. aAn IBRD loan project is financing nine Parish markets in the Western
Region of the country. This project will undertake the reconstruction of an
addirional sixteen (16) Parish markets. The purpose of the project is to enhance
the efficient distribution of agricultural products, by reducing produce waste
and food contamination, improving access to markets for producers, consumers and
intermediaries, and facilitating the collection and dissemination of market information.
Increases in production and reductions in marketing costs are fngicipated from
iciencies generated by the project. Project beneficiar/ will largely conmsist
mall producers and consumers from among the lower income strata of Jamaican
t

nation

the etf

B. Project Implementation

The loan proposal is scheduled for review by IDB's Board of
Execuctive Directors during the first week in October. Signature of the loan
agreement is expected shortly thereafter. Work is underway to satisfy the
conditions precedent to first disbursement under the loan. Moreover, working
drawings and blueprints have been completed for several of the ma:*ets selected
for reconstruction. Consequently, construction activities for sev. -al of the
targeved retail markets will likely be initiated over the next year.

c. Prcject Financing
(millions of dellars)
FX LC Total
IDB 6.0 1.0 7.0
GOJ/CDF - 3.0 3.0

Total Project Cost 10.0



Country Jamalca

Froject: Second Education
Fundinyg Category: EH
IBRD
Loan Agreement Date: 3/71
Original Completion Date: 6/75
Revised Completion Dates: 3/80
CRF Disbursements:
Tirst Tranche (7/78 - 9/79): $801,204 (Actual)
Second Tranche (10/79 - 9/80) : $260,000 (Anticipated)

A Project Description

v

The project consists sfconstructing and equipping new secondary
scheol facilities as well as the construction and equipping of extensions to existing
high schools and junior secondary schools with a view to providing over 19,000
additional places and to introduce comprehensive instructional programs thereto.
1t also provides for the expansion of teacher training as well as vocational
facilities to increase enrollment. Technical assistance and fellowships to assist
in educztional planning and curricula development are also part of the supportive
measures included in this project. It is expected that by making the educational
program more relevant, the high rate of unemployment among unskilled workers will
be significantly reduced as skills relevant to the labor market are acquired. The
additional student places being created would also assist in reducing the pressure
for places and thus reduce the level of drop-outs, mainly among those from low
income families.

B. Project Implementation

The initiation of the project was delayed for over three years
as a result of a change in GOJ administrations. Some project design changes were
made by the new Government. Subsequently, periodic shortages of imported building
materials hampered construction progress. Resultant cost over-—runs were borne
mainly by the GOJ. At this point in time, however, all of the schools, teacher
truining colleges and the education broadcasting facility are fully staffed and
operational. Minor construction problems and a small amount of undelivered
equipment represent the only pending actions to completing the project's physical
plant and equipment. Ministry of Education officials expressed their satisfaccion
with the project's results, including technical assistance in the areas of school
design, equipment specifications and curricula development. They also indicated,
however, that many of the new facilities were already occupied at or above planned
capacity. Consequently, the GOJ has entered into preliminary discussions with
World Bank officials concerning a follow=-on loan project.

C. Project Fipancing (millions of doliars)
FX LC Total

IBRD n.a. n.a. 7,292

GOG/CDF n.a. n.a. 15.550

Total Project Cost 22.842




i v L .
Country: Jamalca

4,

Montego Bay/Falmouth Water Supply

anding Category: HE

Prime Donor: iDB

Loan Agreement Date: 1/76
Original Complection Dare: 1/80
Revised Completion Date: 8/80

CDF Disbursements:

First Tranche (7/78 - 9/79) : None (Actual)
Second Trancte (10/79 - 9/80): $660,000 (Anticipated)

AL Project Description

i
i

The project is designed to provide an adequate supply of water
to the town of Montego Bay and surrounding areas thereby improving health con-
itions for the affected population. The $20 million project will finance wells,
sumping stations, turbine pumps, reservoirs, transmission and distribution
lines, i{mprovements to the Montego Bay truck distribution system, and the con-
structien of the secondary distribution system to areas in and around Montego
av. Some 3,000 new house connections will be made under the project. Over
807 of the svstem's water will be pumped to low income families residing in
the Project area, including squatter settlements.

8, Project Implementation

The National Water Authority (NWA) of Jamaica is the executing
agency for the project. U.S. and Jamaican contractors have largely completed
the project's major structuresunder the general supervision of the NWA. Contracts
for the secondary distribution system have been let and construction on this
element of tbe project is expected to be in full swing over the next several
months. The local cost expenditures related to this project element will be con-
sidered for CDF financing. This portion of the project will supply water
largely to low income families residing in the project area. ‘

New water rates under the program have been put into effect;
operation and maintenance manuals are being drafted; a revolving fund has been
established to assist in financing house connections; and regulatiorns con-
cerning watershed protection are being drafted by NWA's Legal Sectior. As »f
06/30/79, expenditures under the project totalled $13,251,000.

C. Project Financing
(millions of dollars)
FX Lc Total
IDB 9.3 2.2 12.0
GOJ /CDF - 8.0 8.0

Total Project Cost 20.0




Country: Jamaica

Project: Greater Mandeville Water Supply Scheme
Funding Category: HE

Priie Donor: IDB

lLoan Agreement Date: 5/79

Original Completion Date: 11/83

ChF Disbursements:

First Tranche (7/78 - 9/79): None (Actual)
Second Tranche (10/79 - 9/80) $810,000 (Anticipated)

A Project Description

The project will meet the projected potable water requirements to
the year 2010 of the urban/semi urban/rural population in the Greater Mandeville
area (82.2 sq. miles). Wells, catchment tanks and water trucks currently are
used to sipply water to the residents in the project area, an unsatisfactory
arrangement. The project will finance the physical plant and equipment, trans-
mission and distribution linas, house connections and meters, improvements tc
existing storage tanks, the installation of public standpipes, and the replenish-
ment of a fund for financing household connections. A survey conducted in the
Greater Mandeville area revealed that the majority of households to be serviced
under the project had incomes equivalent to less than half the Jamaica per
capita income.

B. Prcject Implementation

During the first year of the project, it is planned to satisfy
all conditions precedent to initial loan disbursement; prepare/review and finalize
contract drainage/tender documents; -~requalify contractors; receive evaluate
and award the major project contracts. Tt is customary to provide disbursements
of 15% or more to the contractors upon contract execution to cover mobilization
costs.

A "Project Execution Unit" is being established within the
National Water Authority to complete the design work, supervise the construction
program, and ensure compliance with the terms and conditions of the loan agreement.

C. Pioject Financing
FX LC TOTAL
IDB 7.5 3.3 10.8
GGJ/CDF - 5.0 5.0

rotal Prcject Cost 15.8




Country: Guyana

Project: ' Mahaica - Mahaicony- Abary Water Control (MMA)
Funding Category: FN

Prime Donor: IDB

Loan Agreement Date: 2/78

Original Completion Date: 3/82

CDF Disbursements;

First Tranche (7/78 = 9/79): $ 797,155 (Actual)
Second Tranche (10/79 - 9/80) : $7,200,000 (Anticipated)
A. Project Description

The purpose of this project is to provide flood control,
irrigation and drainage works for the agricultural development of some 115,000
acres of land in the Mahaica-Mahaicony-Abary region in eastern Guyana, with a view
to improving Guyana's national food supply to meet local demand and to increase
exports to the Caribbean Region. The project consists of the construction of
conservancy dams, a main canal, distributory and regulatory systems, access roads
and the leveling of land to ensure better utilization of the area. In addition,
it provides for the acquisition of machinery as well as the hiring of consultancy
services for the coustruction and supervision aspects of the project.

It is estimated that over 90 percent of the beneficiaries will be
small farmers who have less than 25 acres and the remainder will be members of
cooperatives. Earnings on a typical five-member family rice/soybean farm of 20
acres in the project area range between $240 and $265 per capita. Furthermore, the
project will create some 1,600 additional jobs in an area with an estimated
unemp loyment level of 27 percent.

B. Project Implementation

Prior to the IDB Loan, work on the MMA project was suspended due
to a shortage of funds. The IDB Loan, in addition to resources provided under
the CDF, facilitated renewed project activity. In July, 1978, project consultants
arrived in Guyana. Project modifications and completion of tender documents were
subsequently effected. Major civil works are expected to begin in the first
quarter of 1980. In November, 1978, the force account worke on the conservancy
dam were reactivated. Work on the Abary River Control Sluice is expected to be
finished in October, 1979. Extensive soil, cadastral and engineering surveys are
being conducted on schedule. A baseline survey has been completed to monitor the
project's effects on the area's economy. Applied research activities for rice and
pasture have been underway for the past year. L-~velopment of an organizational
structure and accounting system for the MMA Agricultural Development Authority has
been carried out. Staff training has been initiated. A study has been undertaken
regarding the operation and maintenance requirements for the completed works, and
other studies including the machinery requirements for the area and procedures for
salinity control have been concluded. The total number of people employed on the
project at the end of August, 1979 was 406, including 55 professionals.



l9]

costs.

1llion to approximately $82 million.

Project Financing

FX

IDB 49 .5
GOG/CDF 47

Total Project Cost

(millions of dollars)

LC Total
- 49.5 .
22.63 23,1
72.6%/

The GOG and IDB recently revised project cost estimates upward by $10

The IDB is expected to finance the additional



Councryy: Guyana

Projecrt: Second Education
Funding Category: EH

Prime Donor: IBRD

Loan Agreement Date: 5/75

Original Cowmpletion Date: 6/79

Revised Completion Date: 12/81

CDF Disbursements:
First Tranche (7/78 - 9/79): 149,344 (Actual)

$
Second Tranche (10/79 - 9/80): $4,690,000 (Anticipated)

A. Project Description

The project provides for secondary, vocational and agricultural
training facilities as well as technical assistance for introducing educational
reforms and curricula development. It is expected to create about 4,500 additional
student places and represents a second phase of a national program to improve the
quality, efficiency and relevancy of the public secondary education system to meet
Guyana's economic and social needs. The exparsion and changes in secondary education
financed by the project will improve employment opportunities for Guyana's poor youth.
Moreover, the expansion of the Guyzna School of Agriculture and the establishment
of an agricultural extension in-service training and communications center are
expected to impact favorably on the rural poor farming class in the medium - to long=-
term.

B. Project Implementation

A and E consultants were contracted in late 1976. By June of 1978
the designs and tender documents had been prepared for 25 sub-projects, consisting of
expansion of existing or construgtion of new secondary, vocational and
agricultural training schools. A construction management team has been contracted
by the GOG to supervise the construction work. Negotiations on some of the sub-
projects did not evolve satisfactoriiy; consequently, the Ministry of Works will
execute three sub-projects under force account commencing soon. Six additional
sub-project contracts have been let to private firms and are expected to commence
in late 1979. Tenders on the remaining 16 sub-projects have been received and
awards are expected to be made in early 1980, subjert to the approval of the State
Planning Secretariat. In order to minimize costs, the project unit within the
Ministry of Education is working on standardization of materials and bulk
procurement of same. Project execution is about 30 months behind schedule.

C. Project Financing
(millions of dollars)
FX Lc Total
IBRD 9.4 2.6 12.0
GOG/CDF - 6.9 6.9

Total Project Cost 18.9



Country: Guyana

Project: West Demerara Road
Funding Category: N

Prime Donor: IBRD

LLoan Agreement Date: 4/72

Original Completion Date: 12/75

Revised Completion Date: 12/79

CDF Disbursements:

First Tranche (7/78 - 9/79): $1,239,648 (Actual)
Second Tranche (10/79 - 9/80): None (Anticipated)
A. Project Description

The project provides for the improvement and related supervision
of about 34 miles of roads in a densely cultivated and populated coastal region
west of Georgetown, Guyana. Improvement under the project of the West Coast and
West Bank Roads, together with two adjoining feeder roads, will contribute
substantially to the GOG's coastal road improvement program and further agricultural
development in the area. Most of the beneficiaries serviced by the improved
roadway are small rice farmers. An assessment of the prcject's beneficiaries
prepared by the Caribbean Development Bank concluded that the vast majority of
project beneficiaries have incomes within the lower 50 percentiles of the per
capita income range of Guyana.

B. Project Implementation

Road improvement works were initially contracted in June 1973 for
$9.0 million by a local firm. Due to slow progress, the contract was terminated and
the Ministry of Works and Transport was engaged to complete the road work under
force account, which resulted in costs over twice the original estimate. The Loan
closing date was extended to 12/31/79, which will allow sufficient time to complete
the work.

C. Project Financing
(millions of dollars)
FX LC Total
UNDP 1.2 - 1.2
IBRD (IDA) 4.4 - A
GOG/CDF - 2.6 2.6

Total Project Cost 8.2



Country: Guyana

Projecct: Tapakuma Irrigation
funding Category: FN

Prime Donor: IBRD

Loan Agreement Date: 12/79

Revised Completion Date: 6/82

CDF Disbursements:

$§1,963,197

First Tranche (7/78 - 9/79): (Actaal)

$4,300,000

Second Tranche (10/79 - 9/80): (Anticipated)

A. Project Description

The project is part of a program to improve the quality and
increase the production of rice in the Tapakuma area. It includes provision for
civil works for irrigation and drainage systems, on-farm development (e.g. clearing
and leveling of farm lands), extension services, research and seed production,
facilities for housing office staff, workshops, purchase of vehicles and equipment,
and consulting and engineering services.

The main beneficiaries are expected to be low income farmers
by way of increases in their ricze production. The increased crop intensity resulting
from the project would cause a decline in seasonal under-employment of the rural poor.
The newly developed rice lands available for settlement would enable the Government
to accommodate an additional 50G to 600 low income farm families.

B. Project Implementation

The revised estimate of the total cost of the project is $42.8 million,
representing an increase of 130 percent over the appraisal estimate of $18.5 million.
Unexpected price increases and implementation delays, presently estimated at 30 months,
account for the higher costs. Additional financing from the U.K., the OPEC Special
Fund, and the CDB has been obtained to cover the additional costs. Civil works, 20
percent completed, have experienced delays due to weather conditions and mobilization
difficulties. On-farm development has experienced difficulties due to shortage of
equipment, spare parts, and the absence of workshop services. These problems are
being addressed under the U.K. loan.

For the third consecutive year, yields of the spring and autumn crops
of rice in the project area have been the highest in the country. The high yields are
attributed to the applied research and extension services provided by the project.

Major project developments over the coming year include:

(1) irrigation and drainage canal excavation, road construction, pump
station construction, construction and rehabilitation of sluices,
construction of major and minor structures such as bridges, culverts,
check aqueducts,head regulators, farmers' access bridges, etc.;



acceleration of the on-farm development program as a result of
machinery arrival;

) construction of houses and offices for project staff personnel;

(4) water management investigation;

(5) engineering surveys and working drawings as well as initiation of
construction work for the Ituribisi Conservancy Dam and secondary
drains/canals.

C. Project Financing

(millions of dollars)

FX LC Total

1/
IBRD 15.90~ - 15.9
GOG/CDF 0.65 10.15 10.8
UK(Over_eas Dev. 5.50 0.20 5.7
Ministry)
OPEC 4.00 - 4.0
CDB 4.00 - 4.0
Total Project Cost 40.4
1/ $3.0 million from Special Action Program; $12.9 million from ordinary capital.



Country:
Project:
Funding Category:
Prime Donor:
Loan Agreement Date:
Original Completion Date:
CDF Disbursements:
First Tranche (7/78-9/79):

Second Tranche (10/79-9/80) :

Barbados

First Education
EH
IBRD
12/78
12/83
None (Actual)

$2,250,000 (Anticipated)

A. Project Description
The project provides for constructing, furnishing, and
equipping ten (10) new primary schools; the expansion and related furnishing and

equipment needs of six (6) secondary schools; the furnishing and equipping of an
additional secondary school; the expansion and equipping of both the Erdiston
Teacher Training College and the Barbados Institute of Management and Productivity
(BIMAP), and technical assistance in the areas of architecture and engineering, for
training BIMAP staff, and for school management consultancy at Erdiston and the UWI.

B. Project Implementation

The conditions precedent to disbursement under the IBRD loan
have been satisfied. Land has been obtained and surveys completed for most of the
primary schools. A standardized construction design has been developed by
consultants working for the Ministry of Education. The design is quite simple and
utilizes to the extent possible materials available locally; hence, rthe construction
phase, which is about to begin, is expected to proceed at a relatively fast pace.
The GOB's recommendations for pre-qualifying civil works contractors have been
submi tted to the IBRD for approval. Requests for bids on two of the school sites
should be issued by mid-October of this year. Furniture for a large secondary school
has been ordered and should be in place by November. A contract has been executed
between BIMAP and a local architectural consulting firm and a preliminary design
has been submitted for IBRD approval. Survey, design, construction, and procurement
of furniture and equipment will go forward during the coming year.

There is some concern over the current shortage of skilled
workers in the local construction trade. A large number of construction activities
presently underway in both the public and private sectors is forcing cons truction
costs up and causing some delays in project execution. This condition may impact
adversely on the project's eventual cost and rate of implementation.

C. Project Financing (millions of dollars)
FX LE Total
IBRD 9.0 - 9.0
GOB/CDF - 5.5 5.5
Total Project Cost 14.5



Country: Barbados

Proiqct: Samuel Jackman Prescod Polytechnic
Funding Category: EH

Prime Donor: DB

Loan Agreement Date: 7/177

Original Completion Date: 5/81

CDF Disbursements:

First Tranche (7/78 - 9/79): $500,000 (Actual)
Second Tranche (10/79 - 9/80) : $700,000 (Anticipated)
A. Project Description

The project consists of constructing and equipping a set of buildings
on a Government-owned site to provide consolidated and improved facilities to
accommodate larger student enrollment in the Samuel Jackman Prescod Polytechnic
Institute. In addition, it will provide a new and varied pattern of courses to
be offered by an enlarged staff to train skiiled and semi-skilled technicians
in fields for which employment opportunities exist (e.g., carpenters, electricians,
masons, welders, printers and mechanics), and will also embrace institutional
development in areas of vocational guidance, administration, and planning.

Heavy emphasis will be placed on the training of the 'drop-out’
vouth and unemployed persons. The project is expected to benefit largely persons

from among the least economically advantaged strata of the country.

B. Project Implementation

All of the conditions precedent to disbursement have been
satisfied; contractors prequalified; and a fixed price contract awarded (7/79)
to construct the building complex over the next two years. A consultant has
provided the Ministry of Education (MOE) with a complete list of furniture and
equipment requirements including potantial supply sources, specifications, and
estimated costs. Following competitive procedures, the MOE intends to secure the
furniture and equipment within the next year. Preparations are currently underway
to lay the foundations and physical plant construction is expected to be finished
by the end of 1980.

C. Project Financing (millions of dollars)
FX LC Total
1DB 4.330 2.270 6.6
GOB /CDF 0.075 3.925 4.0

Total Project Cost 10.6



Country: Barbados

Project: Industrial Estates Second Loan
Funding Category: SD

Prime Donor: CDB

Loan Agreement Date: 11/78

Original Completion Date:

CDF Disbursements:

First Tranche (7/78 - 9/79): $400,000 (Actual)
Second Tranche (10/79 - 9/80) : $400,000 (Anticipated)
A. Project Description

The project is the second phase of the Caribbean Development
Bank's assistance to the GOB for the development of industrial estates (factory shells),
the construction of smaller workshop areas, and the rehabilitation of Pelican
Village, which consists of workshops and retail outlets for the handicraft industry.
Most of the businesses that are expected to be established in the new or refurbished
buildings are highly labor intensive. For the factory shells alone, some 760
full-time manufacturing jobs are projected. The project will also provide
opportunities for training unskilled workers in various skills.

B. Project Implementation

The Barb~los Industrial Development Crrporation, a publicly
owned entity, is respon;ible for the project's execution. To date, all conditions
precedent to disbursem-nt have been complied with, two of the four factory shells
eligible for CDF assistance have been largely completed, and the workshops for
local small-scale entrepreneurs have been completed with the exception of
electrical work.

Over the next year, the Industrial Development Corporation
anticipates that the rehabilitation of the Pelican Village complex will be finished,
the remaining factory shells completed, and the electrical connections for the
small workshops installed. The demand for such facilities is quite high. Requests
for leasing or buying much of the space being provided under the project have
already been received by the Corporation.

C. Project Financing {(millions of dollars)
2 Lc Total
GOB/CDF - 1.66 1.66
CDB n.a. n.a. 3.44

Total Project Cost 5.10



Country: Barbados

Project: Agricultural Credit Second Loan
Prime Donor: CDB

Funding Category: FN

Loan Agreement Date: 1/79

Original Completion Date: 7/81

CDF Disbursements:

First Tranche (7/78-9/79): None (Actual)
Second Tranche (10/79-9/80) : $75,000 (Anticipated)
A, Project Descripticn

The project will provide the equivalent of $1,155,000 in sub-
loans to small and medium size farmers to support agricultural diversification and
assist a greater number of small farmers to develop viable economic food crop and
livestock enterprises. Small-scale fishermen will also benefit under the loan
program. The Barbados National Bank (BNB) is the executing agency. The CDB is
providing the loan to the BNB at 47 with a five year grace period. Sub-loans may
not exceed 87 per annum. Sub-loan grace and amortization terms vary in accordance
with financial projection's for each sub-project.

B. Project Implementation

Delays in project execution have resulted from a change in
executing agencies and difficulties in obtaining essential documentation from the
potential sub-borrowers. Under the first agricultural credit loam, the Barbados
Development Bank was charged with the project's execution. In 1978, the GOB took
the decision to transfer the BDB's agricultural division to the BNB. The transfer
has now been effected and the staff responsible for the program's implementation
has been recently augmented. The larger staff should facilitate more timely
processing of sub-loan applications. Although only $50,000 has been commi tted
thus far under the credit program, BNB officials estimate that commitments and
disbursements will accelerate over the coming year as a result of the increased
executing unit's staff. A disbursement level of $380,000 is projected over the next
year, of which 20% or about $75,000 will be GOB counterpart funded.

C. Project Financing
(millions of dollars)
FX LC Total
CDB - 0.924 0.924
GOB/CDF - 0.231 0.231

Total Project Cost 1.155



Country: Barbados

Project: Bridgetown Sanitary Sewerage System
Funding Category: HE

Prime Donor: 1DB

Loan Agreement Date: 4776

Original Completion Date: 4/80

Revised Completion Date: 10/81

CDF Disbursements:

First Tranche (7/78-9/79): None (Actual)
Second Tranche (10/79-9/80): $1,500,000 (Anticipated)
A, Project Description

The proposed sanitary sewerage system will improve sanitary
conditions in the downtown area of Bridgetown where activities and people are
concentrated and where the problems of waste and sewage have reached critical
proportions and seriously polluted the environment. Sewage is actually surfacing
during heavy rains. A high water table and poor ground absorption make it
impossible for the septic tanks and wells to cope with the growing volume of
sewage in the project area. The project includes a sewage collector system, a
sewage treatunent plant and an underwater effluent discharge fcr the plant.
Tritially, the collector system will take the sewage from an area of approximately
200 hectares with a population of 37,700 people. The major part of the area
serviced is inhabited by lower income families living for the most part in one
room houses on the fringes of the commercial district. The industrial estates
also to be serviced by the system employ mainly lower class workers.

B. Project Implementation

The Ministry of Health and National Insurance is responsible for
supervising the execution of the project. Three major contracts have been let to
construct the sewerage system envisaged under the project. Under the first
contract for constructing the sewage treatment plant and pump stationm, piling for
the administrative and equipment building has been completed and is 757 completed
for the creatment tanks. Excavation, concrete base and partial wall construction
have been finished for the pumping station, and a reinforced concrete base has
been laid for one of the treatment tanks. Wovk under the contract is nearly on
schedule. Work under the second contract for the ocean outfall has already been
completed.

A third contract was let in mid-September, 1979 for the
sanitary sewer system. Since the lowest tender offer for this contract was
originally 134% higher than estimated, a second loan for the project was obtained
from IDB and new tenders were called for. Construction under contracts 1 and 3
will likely proceed at full pace over the next year, requiring counterpart
expenditures of about $1.5 million.



roject ..nancing

FX Lc
{DB 12,060 .200
GGt /CDF 4,173 3.483

Total Project Cost

(miliions of dollars)

Total

12.260
7.656

———

19.916




Country: Barbados

Project: Oistins Fisheries Terminal
Funding Category: N

Prime Donor: EDF

Loan Agreement Date: 12/79 (Anticipated)
Original Completion Date: 10/81 (Anticipated)

CDF Disbursements:

First Tranche (7/78-9/79): None (Actual)
Second Tranche (10/79-9/80: $190,000 (Anticipated)
A. Project Description

The project seeks to establish a sanitary terminal complex for
receiving, storing and selling fish for local consumption. Moreover, the storage
facilities will permit a higher degree of price stabilization than is currently
found in the market place. This is the first of several terminals expected to be
constructed by the GOB uver the coming years. About 250 small fishermen and
their families with average household incomes of $4,500 or less will benefit
from the project, in addition to an equal number of small retailers. The majority
of consumers benefitting from the improved facilities and more stable prices are
from the lower income groups. Refrigerated trucks will also be procured under
the project to transport fresh fish to marketing outlets in the country's rural areas,
Initially, the terminal will be managed by the Superintendent of Markets. Eventually,

the GOB intends to turn over the market's commercia’ operations to a fishing
cooperative.

B. Project Inplementation

The GOB expects to secure a loan from the EEC by December of
1979 for financing the major portion of the foreign exchange costs under the
project. However, considering the urgency of the project, the GOB has already
contracted local consultants to prepare the final designs and bidding documents.
Consultancy fees are expected to reach $1&0,000 by March of next year. Contracts
for the reclamation of land and construction of the terminal, ancillary buildings
and related infrastructure are expected to be signed by May of 1980. Refrigeration
and other equipment, including two refrigerated trucks, will bz ordered next year
under competitive procuremert procedures.

C. Project Financing
(millions of dollars)
FX LC Total
EDF 1.15 - 1.15
GOB/CDF .15 .50 .65

Total Project Cost 1.80



Country: Barbados

?foject: Barbados Marketing Corporation
Funding Category: FN

Prime Donor: CDB

Loan Agreement Date: 12/77

Original Completion Date: 12/80

Revised Completion Date: 12/81

CDF Disbursements

First Tranche (7/78-9/79): None (Actual)
Second Tranche (10/79-9/80) : $200,000 (Anticipated)
Al Project Description

The project provides for land, site preparations and development,
buildings for processing and storing meat and fresh produce, equipment, furniture,
consultancy services, and additional working capital. The present facilities of
the BMC for purchasing, handling, processing and distributing agricultural produce
are grossly inadequate. There is also serious congestion and limited area for
expansion to meet existing space requirements. Improvements envisaged under the
project are expected to reduce spoilage and pilferage, improve the qualify of
produce offered for sale, and develop an effective pricing system, all with a view
tc stimulating increased production of domestic crops and livestock for both local
consumption and export.

The BMC receives about half of its produce from small farmers
with holdings of a few acres. Moreover, the BMC has traditionally sold i.s
foodstuffs at prices below those offered by other wholesalers9retailers on the
island, thereby benefitting all consumers but particularly those from the lower
ircome strata whose demand for food is likely to be more affected by price levels.

The BMC is part of a Government strategy to reduce food imports
by encouraging the diversification of agricultural preduction in Barbados.

B. Project Implementation

Problems in securing an appropriate site have delayed the
project's initiation. However, an adequate site has now been identified and a
consulting firm has completed a feasibility study, including initial designs.
The cabinet and BMC have accepted the study and final designs are presently being
prepared by the consultants. Over the next year it is expected that designs will be
completed, tender documents prepared, tenders received and awarded, and mobilization,
soll testing and site clearing effected.



Project Financing (millions of dollars)

FX LC Total
CDB 1.874 .250 2.124
GOB / CDY¥ - .783 .783

Total Project Cost 2.907



Country: St. Lucla

Project: Rural Electrification
Funding Category: FN
Prime Donor; CDB

2
] 2 ( ] 1 -
Loan Agreement Date: 12/79 (Anticipated)

CDF Disbursements:

First Tranche (7/78-9/79): None (Actual)
Second Tranche (10/79-9/80) : $305,000 (Anticipated)
A. Project Description

The project's objective is to provide rural electrification to
the remote, isolated villages in the northern and southern parts of St. Lucia.
Lt provides for the erection and related supervision of about 24 miles of electrical
extension involving the installation of poles, conductors and transformers which
will provide electricity to some 700 homes in the areas to be served. The project
seeks to bring about an improvement in the living standards of the rural poor
through better utilization of community, educational and recreational facilities.
1e provision of a reliable source of electricity is expected to stimulate the
xpansion of cottage industries and retard theimmigration of the rural population
urban areas.

The majority of inhabitants in the project area are agricultural
laborers and small farmers on holdings of two acres or less. A sample survey of
rural households in the project area indicated per capita incomes were well within
the lower 50 percentiles of the national per capita income level.

[ BRI B
—
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3. Project Implementation

Work on this project began in June 1978. The CDB determined that
the work completed during the first year of project implementation ha. been done
satisfactorily. The engineering design had been prepared by the St. Lucia Electricity
Services Limited (SLESL), the same firm responsible for the project's execution. 1/
Contractors for the erection of the lines have been pre-qualified and the SLESL is
in the process of pre-qualifying suppliers of equipment and materia’. Tender
documents have been prepared. The CDB estimates that the remaining ~ork under the
project can be completed by the end of 1980. RDO/C approved this stb-project for
inclusion under the CDF program on July 16, 1979.

1/ SLESL owns and operates the electricity supply generation, transmission and
distribution services in St. Lucia, and is managed under a management contract by
the Commonwealth Development Corporation which owne 53.1% of the paid up share capital.

2/ The recent change in St. Lucia's Government is expected to delay signature of
the loan agreement.



Project Financing

(millions of dollars)

E§ ££ Total
CDB /CDF 0.249 0.071 0.320
GOSL/CDF - 0.035 0.035

Total Project Cost 0.355



conomic Summaries *

Country

a. Jamalca
The Jamaican economy has been stagnant or declined every vear since
1972, Gross domestic savings fell from 22.6 percent of GDP early in the
decade to 11 percent in 1976, Investment has declined sharply and unemploy-
ment, whicn has been at least 21 percent throughout the period, now stands

At 26 percent., A series of key economic indicators of the Jamaican economy
is presented in Table 1.

Since early 1977, the Government has been making concerted efforts
to alleviate the country’s severe economic problems. The measures have.
‘ncluded a new tax effort, a wages policy for both the private and public
sectors, tightening of import restrictions and éxchange rate adjustments.

In July 1977, the Government adopted a comprehensive program which became
the baéis for an agreement with the IMF on a one-year standby arranggment.
Under this arrangement, Jamaica drew the first tranche of US$22 million, but
by ecarly 1978, it became apparent that the Gove:nment would not be able t?
meet the targets of the restrictive standby arrangement. Instead of seeking

to renegotiate the arrangement, the IMF and Government negotiated a three-
vear Extended Fund Facility arrangement in May 1978, which permitted a
longer period for economic adjustment and provided a higher level (US$240
million for a three-vear period through June 1981) of financial assistance
rom the IMF. The main focus of the program is to channel the maximum amount
of resources toward investment. and growth. To this end, domestic consumption
s expected to decline from the 1977 level of about 90% of GDP to about 83Z%
of GDP by 1980. The kev clements of the program for the first year € the
facility arrangement were the following:

(i) Exchange rate policy: On May 10, 1978, the Government
ended the dual exchange rate system, in force for over
a vear, and moved to a unified rate of US$1.00 = J$1.55.
This implied an effective weighted average devaluation
of 25%. 1In addition, the Government agreed to a program
of small monthly devaluations, which would total 15% by
May 1979. Bevond that, it agreed to maintain the
competitiveness of Jamaican exports.

(i1) Incomes policy: Wage increases in any wage contract ex—
niring after May 1, 1978, have been limited to maximum
nominal increases of 15% per vear for the two-vear period.
This limit applies to the value of all concepts of pay:
straight time pay and overtime rates, plus the money
value of all fringe bLenefits and allowances. The wage
guideline has been applied to the public as well as
private sectors.

* This Annex is based largely on IBRD Economic Memoranda.



Table 1: KEY MACROECONOMIC INDICATORS, 1972-78
(Percentages)

Estimated

1972 1973 1974 1975 1976 1977 1978

Total GDP Growth Rate 8.5 0.0 0.2 -1.0 -6.7 -4.0 0.0
Pepulation Increase 1.9 1.9 1.7 1.7 1.2 /a 1.2 /Ja 1.2 /a
Total per Capita GDP Change 6.5 -1.9 ~-1.5 =-2.7 ~-7.9 -5.2  -1.2
Total Cornsunption Change 2.0 -1.0 10. -3.5 0.0 -5.7 -3.1
Tensumption/GDP 78,1 77.4 81.5 "B3.0 89.0 87.7 88.7
Investoent/GDP 27.5 31.2 22.8 24.7 18.1 10.5 11.8
Gross Deomestic Savings/GDP 21.9 22.6 18.5 17.0 11.0 12.3 11.3
Gross National Savings/CGDP 16.1 21.7 16.4 ) 8.0 8.2 6.8
Balance of Favments Current

Deficit/GDP 11.4 9.5 6.4 10.1 15,1 2.3 5.3
Central Government Savings/

GDP /b n.a. 0.4 3.0 1.8 -3.8 -6.0 -2.6
Public Sector Savings/

GDP /b n.a n.a. n.a n.~. -0.8 -3.3 -0.1
Cverall Financing Deficit

of Central Government/

GDP /b n.a. 4.8 8.2 11.1 18.4 16.1 12.0
Uneaploviment Rate 23.2 22.5 21.5 21.0 24.0 24.0 26.0 /c
inflation Rate

{Deceober to December) 8.2 6.9 20.6 15.7 8.1 .1 49.4

(#nnual Average) 5.4 17.6 27.2 17.4 9.8 .0 34.9

‘a The lower figure for population increase reflects the higher level of net
emigration in 1976 and 1977.
/b Fiscal vear, i.e. data for 1976 are for 1976/77.

/c October 1978.

epartment of Statistics, Ministry of Finance.

/fa



(i114) Fiscal policy: The overall deficit of the Central
Sovernment was to be reduced to 12.5% of GDP in
1978/79 from about 16% of GDP in 1977/78 through

expenditur. cuts and a new tax package.

(iv) Production policies: The Government has reaffirmed its
commitment to a mixed economy. Public enterprises are
expected to operate on a cost recovery basis. Although
price controls are to be maintained for most basic
necessities, they have either been lifted or significantly
liberalized for all other items.

In addition to the foregoing, the program for the first year con-—
tained (1) ceilings on net credit to the public sector from the banking system;
(ii) limits on the domestic assets of the Bank of Jamaica; (iii) limits on the
authorization of new foreign indebtedness by the public sector; (iv) targets
for increases in international reserves; and (v) provisions for orderly man~
agement of payment arrears.

Quarterly program tests have generally been met and through
April 30, 1979, five drawings, totalling about US$90 million, had been
wade under the Extended Fund Facility. The exchange rate policy has been
implemented as planned, the rate being US$§1.00 = J$1.781 in May, 1979, the
last small move having been made on May 1, to bring it to the originally agreed
level. Regarding the incomes policy, available data suggest that the 157 guide-
line was substantially a nered to. Even when one includes the somewhaé larger
wage increases negotiated prior to the effectiveness of the 15% guideline,
wages in the unionized sector increased, on the average, by less than 20%. 1In
respect to fiscal policy, however, the current account deficit was higher
(2.6% of GDP) than the programmed level (0.5% of GDP), although the overall
financing deficit was on target, owing to the slower implementation of
projects. At the end of April, agreement was reached with the IMF on the
targets and policies for the second year of the program. The Government
and the IMF are agreed that the exchange rate and wage policies pursued
over the past year have restored Jamaica’s export competitiveness, and,
accordingly, the mini-devaluations will be suspended as of May 1979. 1/
Tmphasis will thereafter be placed on preserving Jamaica’s competitiveness
through (i) the reduction of the ceiling on wage increases from 15% of last
yvear to 10% this year; and (ii) a more active mometary policy in which interest
rates will be allowed to increase and the liquidity ratio increased, in sup-
port of the fiscal program.

1/ 1In May 1979, the Jamaican dollar is worth US$0.56, compared to US$1.10
in early April 1977.




Over the last year, the Government has shown considerable resolve
in adopting the measures required to cope with the serious economic situation.
Politically, this has not been easy. Consumer prices increased by about 50%
during 1978 at a time when the Government was generally enforcing the guide~-
line regarding 15% nominal wage increases. The removal of subsidies on many
{tems, the adjustments in the tariffs of many services, and the additional

burden of the new tax package have couwbined to rause a considerable decline
in the real income of the population.

Impact of Covernment s Policies on the Economic Situation

The partial data available suggest that the balance of payments
and fiscal situations have generally improved during 1977 and 1978 compared
to 1975 and 1976, although performance has lagged in relation to the program
in certain areas.

Balance of Pavments. Buoyed by strong demand in the industrial eco-
the production of bauxite increased and exports of the bauxite/alumina
sector increased by about 27 percent between 1976 and 1978. Sugar and banana
exports increased marginally in value terms due mainly to slightly better prices.
Nontraditional exports and tourism, on the other hand, have benefited consider-
ably from the exchange rate adjustments. The result has been that, :despite
the nigher net factor service pavments, the current account deficit was restricted
to 2.3 percent of GDP in 1977 and about 5 percent of GDP in 1978,l/ compared to
10 percent during 1975-76 (see Table 2). While the deficit was much smaller -
during 1977 than in 1978, this was achieved through a rigorous system of import
controls and through a substantial buildup of payments arrears.

namies,

Public Finances. Helped by the exchange rate adjustments, the Central
Covernment budgetary accounts registered improvements during 1977/78 and 1978/
79. 1In reflection of the improved aluminum market and as a consequence of the
new tax package, current revenue of the Central Government increased by about
57% in nominal terms between 1976/77 and 1978/79. The Goverument's efforts to

contain current expenditures have not been altogether successtul, and while
the current account deficit in 1978/79 (about 2.6% of GDP) was lower than
that in 1977/78 (6.0% of GDP), it was well above the program target (0.5%
of GDP). However, capital expenditure has been lower during the last two
fiscal yvears due to slow implementation of projects, and as a result, the

overall financing deficit decreased from 18.4% of GDP in 1976/77 to 16% in

1977/78 and to about 12% in 1978/79 (see Table 3). This is still an excess-—

ively large deficit but is expected to decrease appreciably as the Government
continues its adherence to its stabilization program.

1/ Compared to about 6% of GDP targeted for 1978.




Table 2: BALANCE OF PAYMENTS SUMMARY
(US$ million)

Actual Estimated
1975 1976 1977 1978

fxports (incl. NFS) 1,031 890 921 1,014
lmvorts (incl. NFS) 1,250 1,097 889 1,039
Factor Pavments and Transfers (net) -64 -96 -100 -119
Current Account Deficit —283 -303 68 -142
Direct Foreign Investment -2 - ) -11
Public M&LT Loans (net) 167 156 14 159
IMF Drawings (net) - 65 27 i3
Other Capital /a 39 -104 -2 -99
Change in Reserves (-increase) 79 186 36 20
Memorandum Items
Gross Official Reserves 160 . 41 49 54
Import Coverage of Gross

Reserves /b 1.7 0.5 0.8 0.7
Current Account Deficit

as «» of CGDP 10.1 10.1 2.3 5.3
/a Includes payments of arrears and errors and omissions.

i

~
o

Imports (c.i.f.) coverage in months.

|

Source: Bank of Jamaica.




Table 3: SUMMARY OF CENTRAL GOVERNMENT OPERATIONS /a
(Js million)

__ Actual Program Estimated Program
1976/77 1977/78 1978/79 1979/80
Current Receipts 652.8 640.4 1,100.0 1,040.8  1,145.2
Current Expenditures 758.0 832.8 1,121.0 1,152.6 1,150.2
Current Surplus/Deficit (-)  -105.2 -192.4 -21.0 -111.8 -5.0
Capital Revenues 1.6 11.8 2.1 2.1 4.0
Capital Expenditures 406.9 332.6 506.0 410.4 531.5
Overall Deficit -510.5 -513.2 -525.0 -520.1 -532.5
Financing 510.5 513.2 525.0 520.1 532.5
Net External 83,2 21.2 247 .6 280.0 251.8
Net Domestic 427.3 492.1 277.4 240.1 280 .7
Memorandum Items
Current Deficit/GDP 3.8 6.0 0.5 2.6 0.1
Overall Deficit/GDP 18.4 16.1 12.5 12.0 10.2
/a Including Capital Development Fund.

Source: Ministry of Finance.



Other Indicators. The above accomplishments in the fiscal and
balance ofm}aymentsagreas have been at a considerable cost in terms of output,
emplovment and prices. The lower level of imports has led to shortages of
raw materials and intermediate gocds which have, in turn, led to the closure
or reduced activity of many distributing and manufacturing firms. There is
a large underutilization of capacity in the productive sectors, in part
because of external conditions and in part because of restrictions on imports
and domestic demand. On the basis of provisional data, real GDP stagnated in
1978, following declines of 6.7% and 4.0%, respectively, during 1976 and 1977.
Unemployment increased further to about 267% by the end of 1978 after remaining
stable at the high level of about 24% over the past two years. Finally, as a
direct consequence of the economic package, consumer-prices (on an end-of-period
bas{s) increased by about 50%, implyiang a decline in real wages of over 30%Z.

Growth and Balance of Payments Prospects

Lack of foreign exchange and scarcity of skilleq manp?w?r c?ntlnue
to be the major bottlenecks affecting the level of economic acFlVlEy in
Jamaica. The speed with which recovery can be accompllshed,.t?erefgre%
depends crucially upon the growth of export earnings, tbe ability of the i
muﬁlic sector to mobilize external financing on appropriate terms, theeizi:ate
in net private capital flows, and the capacity of the Government to ém ore
the problems arising from shortages of skilled manpower. How?ver, glzez o
tighi balance of payments during the first half of 1979, GDP 1shexpef eCts
orow in real terms by no more than 2.5% during thg year. Growth procpe e
Sevond 1979 appear somewhat brighter as the economy grédually overcomes
cu;rent short-term constraints. The GDP growth rate, 1n real terms, 1is
projected at 3.5% for 1980. and 4% beyond 1980.

Assuming no disruptive events affecting the tourist industry,
and given normal local weather conditions for agriculture, the export
of goods and nonfactor services of Jamaica should increase during .
1979 to a level of about US$1,115 million, a nominal increase of about 11%
above the 1978 level. Imports of goods and nonfactor services are projected
to increase by about 147% in nominal terms. On this basis, the current account
deficit for 1979 is projected at US$135 million. This deficit is, however,
expected to be reduced significantly over the next several years.

Jamaica’s public external debt has grown rapidly in recent years.
At the end of 1973, external public and publicly guaranteed debt outstanding
and disbursed stood at US$309 million, or about 167% of GDP. By the end of
1978, it had risen to about US$1,005 million, or about 38% of estimated GDP.
Service payments on this public debt are estimated at about 17% of exports
(including nonfactor services) in 1978, compared to 6% in 1973. Debt and
debt service, in relation to GDP and exports, are now above the levels that
are desirable for a small open economy that is not highly diversified. How-
ever, the debt service ratio and the ratio of debt outstanding and disbursed
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Public Sector Investment Program and Its Financing

Jamaica's public investment program totals $1,hkh million over the
next three vears (averaging about 147 of GDP) pirectly productive sectors
‘agriculture, manufacturing, mining and tourism) have the largest share,

39.4% of total, in line with the Government’s stated objective of achieving an
asdequate rate of economic growth. Equally important, there is a compositional
shift of the program over the next three years, with the share of the directly
productive sectors expected to increase from 33% in 1979/80 to about 37% by
1981/82, while the share of social infrastructure is expected to decline from
4% in 1979/80 to 27% by 1981/82. The public sector investment program
appears to be well designed in terms of its objectives, realism and the Govern-~
ment s ability to finance it. Most of the projects are ongoing and many of
these have external financing available. The current fiscal and balance of
pavments restraints have necessitated a close scrutiny of all projects by

‘he Government. 1t appears that the program is realistic and devoid of major
aew projects for which financing seems unlikely. Moreover, the level of
capital expenditure in the program is consistent with the Government s ceil-
ings for total expenditure (current and capital) under the economic program
agreed to with the IMF.

On the financing side, public sector savings are expected to cover
about 44% of the public investment program, with net domestic (banking and
non-banking) borrowing providing an additional 30% of the resources without
resulting in a deficiency in credit available to the private sector. The
remaining financing, about 3.5% of GDP, would have to come from external
medium- and long—term sources. After taking into account the identified
cources of external financing for 1979/80, there remains a financing gap of
between J$115 million to J$125 million (US$65-70 million) which the Govern-—
ment expects to cover under the Caribbean Development Facility.




b. Guyana

Guyana's current economic malaise can be traced back to its failure
to respond to changing external conditions in the 1973-74 period. While
most developing countries were forced to cope immediately with rising import
prices in general and particularly rising petroleum fuel prices, Guyana's
economy was more than able to cope with these events, thanks to unusually
high sugar prices. Rather than cut expenditures and reduce imports, the
Government used sugar export earnings to step up public sector investment,
which in turn raised imports. When sugar revenues dropped in 1976, the
Government was already strongly committed to its expenditure program. It
was not disposed to curtail this investment program, to raise taxes or to
reduce subsidies (.a rice and other basic commodities. As a result, Govern-
ment savings fell to about 2 percent of GDP, and gross rational savings to
only 5.7 percent of GDP. The current account balance of payments deficit
rose to USS135 million, over 30 percent of GDP. Gross intermational reserves
fell from about $100 million to US$27 million.

In 1977, the Government undertook a number of corrective actioms. It
increased restrictions on the import of consumer goods, removed some consumer
subsidies, and reduced public sector capital expenditure by 40 percent.

The latter action, necessitated by the lack of public sector savings and
foreign exchange to purchase imports, unfortunately exacerbated the

already severe unemployment problem and detrimentally affected growth pros-
sects. The reduction in Government investment, the virtual lack of private
sector investment and a four-and-a-half month sugar industry strike com-
bined to produce a decline in real GDP of about 5 percent. Moreover,
despite the cutbacks in the Government's current expenditure program, public
sector savings were negative. Somewhat over half of public investment

was financed from external inflows while the remainder was financed by
domestic borrowing and money creation. Inflation for the year was 11 percent.
The current account balance of payments was reduced slightly, but still
reached US$98 million, or 22 percent of GDP.

Economic developments in 1978 resulted in a partial amelioration
of Guyana's external position as the country's balance-of-payments improved
as a consequence of expanded exports and reduced imports. Merchandise exports
increased about 14 percent over the poor showing in 1977, and the Government's
attempts to contain imports through foreign exchange licensing, expenditure
cutbacks and trade restrictions were successful in reducing merchandise
imports by about 12 percent below their 1977 level. The Government's
laudable efforts to restrain imports unfortunately also led to increasing
shortages of intermediate goods, spare parts and essential consumer goods,
which in turn resulted in large amounts of machinery becoming inoperable
and in a deterioration of services that led to an interruption of production
and retarded economic activity. This situation was further exacerbated by
a worsening in the terms of trade (mainly because of low sugar prices).
Despite these problems, the Government was successful in further reducing
the current account deficit, to US$27.5 million or some 5.5 percent of GDP.
A slight increase in net public capital inflows was adequate to fill the
gap. The concerted effort to lower the current account deficit to a manage-
able level also permitted the reduction of about US$10 million in commer-

cial arrears and allowed an increase in net international reserves of



USS12 million by the end of the year.

As a consequence of the import cutback, investment reductions, power
shortages and industrial problems in the bauxite industry, real GDP remained
almost stagnant, increasing by only 0.2 percent in 1978. At the same time,
retail prices in the urban areas increased by about 15 percent, partly
because of increased production costs and the Government's impositinn of
a sales tax and reduction of subsidies.

The 1978 budget (which for the first time covered both the Central
Government and the rest of the public sector) brought into effect a wide-
ranging program devoted to .caising public sector revenues, tightening pub-
lic expenditure policies through improved control procedures and achieving
a higher degree of efficiency in the public sector. The Government also
successfully negotiated a Standby Agreement (approved by the IMF effective
August 1978) which provided SDR 15 million in the form of one credit tranche
and access to the Compensatory Financing Facility. As a consequence of these
complementary measures, gross public sector savings recuperated and reached
5.5 percent of GDP, a level above the IMF program target. During the year,
assistance within the Caribbean Development Facility (CDF) framework of
about US$21 million was pledged by several wonors; however, inasmuch as the
instituticnal arrangements for the drawdown of CDF pledges took some time
to be completed, the flow of funds to projects did not materialize as fast
as originally envisaged, thereby affecting the pace of project execution.
The Government further reduced its capital expenditures by 16 percent below
the 1977 level.

Capital formation in the private sector was negligihle as that sec-
tor continued to demonstrate its lack of confidence in the Government and
the economy. However, the Government did make some modest overtuvres toward
the private sector during 1978. These included the enactment of an invest-
ment code and the development wfth technical and financial collaboration
from abroad of a factory to produce stoves.

Economic Prospects and Issues

Guyana possesses the resource endowment to substantialiy increase
output and improve the social well-being of its people over the long term.
An improved economic performance is likely to take place over the medium
term in the absence of zdverse weather conditions and renewed labor problems.
Provided sound economic policies are continued and export-oriented invest-
ments are implemented on a timely basis, a real GDP growth rate of 4.5 per-
cent annually on average, or about 2.7 percent per capita, could be attained
between 1979 aud 1981; in 1979 real growth is projected by the World Bank
at 4 percent. Beyond 1981, growth of the economy might improve further
given the completion of the main ongoing projects. Nevertheless, longer
term prospects will be constrained by the time required to develop the hydro-
power resources of the country and by the speed at which the private sector
will inves.: in new export-oriented and import substituting activities.

The medium-term prospects are encouraging, although constrained by
the country's as yet relativelv undeveloved resource endowment. A sustained




effort will be necessarv to carry out the following key development objec-
tives: (1) to expand existing and develop new export-oriented activities
which can accelerate economic growth, lead to a continuous improvement in

the baiance of payments and provide jobs for the unemployed, including the
new entrents to the labor force; (ii) to raise *“~ level of gross national
savings from almost 14 percent of GDP in 1973 to about 18.5 percent by 1980
and 21 percent of GDP thereafter, mainly through public sector savings efforts;
(1ii) to reduce the external debt service ratio through an expansion of
exports, reduced reliance on foreign commercial-type credits, and greater

use of more concessionarv financing; (iv) to step up the implementation of
the public sector investment program, including training programs to increase
the pool of skilled manpower required by the expanded investment effort;

{v) to develop its hydropower resources to substitute for increasing oil
imports and provide a cheap source of electrical power to meet the country's
growing energy requirements; (vi) to promote the development of the existing
private sector in line with the recently enacted investment code.

The Public Sector Investment Plan

The GDP growth targets referred to above will require gross domestic
investment to increase from about 17 percent of GDP in 1978 to an average
of 25 percent in 1979-81, reflecting the execution of major agricultural and
industrial projects and to allow for a doubling of stocks in the private sec-
tor as these fell considerably in 1978. This relatively high level of
investment combined with the need to strengthen the balance of payments
in the face of worsening terms of trade will require that the share of con-
sumption decrease from 80 percent of GDP in 1978 to 75 percent by 1981. This
underscores the importance of achieving high growth rates to avoid a large
decline in real per ~apita cons mption. Gross national savings are projected
to increase from 14 percent of GDP to 21 percent during the program period
with public sector savings growing from 5.5 percent of GDP in 1978 to 12.5
in 1981, in accordance with the necessity of financing a higher proportion
of the investment program from tae Government's own savings.

To achieve the above growth targets and to finance the public sector
investment program as well as heavy external debt amortization payments, a
determined effort to mobilize substantial public sector savings will be
necessary. Public sector savings are expected to reach about $48 million in
1979. Capital revenues should finance $9 million. Net domestic borrowing
by the public sector is expected to provide about $26 million. Since amor-
tization payments would total $11 million, $12 million in domestic resources
would be left to finance the investment program. In order to fully finance
the projected $135 million in public sector capital expenditures by 1979,
gross foreign inflows of medium~ and long~term capital to the public sector
should amount to $122 million. Of this amount, disbursements against project
specific assistance already committed is projected at $64 million. After
allowance for committed CDF and other nonprofit assistance totaling $40
million, a financing gap of about US$18.2 million remains. Additional pro-
ject financing of US$4.1 million has been requested from external sources.
This leaves $14.1 million to be raised from CDF, ,or other similar extarnal

. . 1/ -
sources for disbursement in calendar year 1979.—

l/For the period from July 1, 1979 to June 30, 1980, the IBRD projects CDF
type assistance required at US$25 millionm.



Disbursements under the public sector investment program for 1979-81
period amount to $436 million, an average of $140 million or 24 percent of
GDP per vear. Approximately 85 percent of the investment program consists
of fixed-capital formation; the remainder consists of acquisition of finan-
cial assets and of capital transfers. Thus gross public sector fixed-capital
formation is projected to rise from 17 percent of GDP in 1978 to 20 percent
on average during 1979-81. Of the $37! million in fixed capital formation
expenditures in the investment program, about $31 million consist of projects
to be started in 1981, which at present are not yet fully prepared for pre-
sentation to external donors for financing.

The World Bank has concluded that the Government's financing plan for
the balance of the program (1980-81) appears to be viable. The plan includes
the prompt intr.duction of additional measures to increase public sector sav-
ings to a level cnovering over 50 percent of the public sector capital expen-~
duture program by :981. The overall financing position will continue to
be agsravated by high external amortization payments which are expected to
average US$350 million annually in 1980-81. The financine plan assumes con-
~inuine judicious limitation on the level of net domestic borrowing by the
public sector with reduced reliance on the banking system. New project finan-
cing from external donors will be required in the amount of USS$53 million in
1980-81. Despite the improved performance of public savings, further non-
project assistance from sources such as CDF, amounting to about USS16 million
in 1980 and US$10 million in 1981 is expected to be required.

The success of the development program in attaining its goals will
depend as well upon the ability of the public sector to physically execute
the program. Guyvana, in the past three years, has experienced great diffi-
culty in implementing development projects on a timely basis. This has been
attributed mainly to the shortages of imported building materials, the lack
of sufficient local currency for counterpart financing and the shortage of
nroject managers and skilled workers. External financing of local costs
through the CDF should help alleviate the first two constraints. The shortage
of suitable manpower remains a serious problem, although in the longer term
this is being addressed by the ongoing and new technical training programs
financed bv various bilateral and multilateral agencies. The World Bank
has stated that Guyana's effort to achieve the objectives of its developinent
program in the medium term depends to a large extent on its ability to
execute the three major irrigation projects (namely the Tapakuma, MMA and
Black Bush projects), the Upper Demerara Forestry and the Second Rice
Modernization projects -- all of which are export oriented -- and some ongoing
industrial projects. In order to ensure that technical expertise is available
for completing these projects on a timely basis, the external agencies have
provided financing for consulting services and training of Guyanese staff both
in project management and export marketing.



SUTANA - FINANCING OF THE PURLIC QECTOR THMVFESTMENT PROGFAM, 1976-81 =

{Current G% =atilfon)

T Actual Preliminary Projected

N N 1976 1977 1978 1979 1980 1981

zunits feciar Capital Exvenditure 478 299 251 343 365 403
§ 476 299 251 363 %65 403

eetor favings 23 -27 69 123 170 215
Soveriment) (-67) (~-60) (-60) (-68) (-46) (-40)

ance Scheme) ( 22) (23) ( 34) ( 56) - (58) ( 62)

rises ( 68) (11) (9% (135} (158) (193)

rital Revenrues 1 9 8 . 22 8 8
Ne lorrowing 226 227 73 68 67 68
svstesm) (257) (191) ( 58) ( 64) ( 65) ( 45)

(-31) ( 36) {13) « ) ( 2) (23)

et txtermal orrowing 226 30 101 130 120 112
rass Sisbursements) (274) (151) ( 256) (312) (249) (241)
noTti (-48) (-61) (-155) (-182) (-129) (-129)

As . of
Ppublic Jecter Capiral ZIxpenditure «2.0 26.8 19.8 24.1 23.7 23.3
Public Sector Saings 2.0 -2.4 5.4 8.7 11.0 12.5
Capital Revenues 0.1 0.8 0.6 1.5 0.5 0.5
Ser Tomestic Borrowing 20.0 20.3 5.8 4.8 4.4 3.9
et Ixrernal Borroving 20.0 8.1 8.0 9.1 7.8 6.5
f public Sector Capital Expenditure

Sector Savings 4.8 -9.0 27.5 35.9 46.6 53.3
i . Revenues 0.2 3.0 3.2 6.4 2.2 2.0
Ner Towestic 3orrowing 47.5 75.9 29.1 26.2 20.5 16.9
“et Ixzermal Sorrowing 47.5 30.1 40.2 37.9 32.9 27.8

a/ Because of unavailability of comparable statistics, this table does not incorporate the operations of local
governsents, the Sugar Industry Funds, the University of Guyana, and several other decentralized agencies.

o/ ssures che seven vear refinancing of BIDCO's G3758.3 million and a rollover through 1981 of the Roval 3ank
.f ~aracds credit of 3$25.5 million a2nd of Chase Manhatran and Llovds Bank loans of G$12.7 million in sales
spent Special Advance to BIDCO and $$23.3 million in working capital loans to GUYSUCO.

Jource: 2ankx 2f Guvana, Ministry of Economic Development, mission estimates.



FINANCING CF PUBLIC SECTIOR

INVESTMENT,

.9

9-81

Current G$ M{llion

As % of GDP

_ e 1979 1980 1981 1979 1980 1981
525.0 494, 0 532.0 36.9 32.0 30.8
182.0 129.0 129.0 12.8 8.4 7.5
343.0 365.0 403.0 24,1 23.7 23.3.
Tourves 478.6 429.4 396.1 33.7 27.9 22.9
Tomestic Tescurces 213.0 245,0 291.0 15.0 15.9 16.9
Sr2gs Public Savings 123.0 170.0 215.0 8.7 11.0 12.5
Canlzal Fevenues 22.0 8.0 8.0 1.5 0.5 0.:
Net Tomestic Serroving 56.0 67.0 68.0 4.8 4.4 3.9
Ixisting Loans 265.6 184.4 105.1 18.7 12.0 5.0
5 163.2 164.0 105.1 11.5 10.4 5.0
Other fssistance (including cowm-
zercial banks) 55.7 20.4 - 3.9 1.6 -
Other C0fficial Assistance _CDF) 46.7 - - 3.3 - -
H 466 64.6 135.9 3.2 4.1 7.9
nancing Requested from
Jources 10.4 25.0 110.9 0.7 1.6 6.4
et (CDF or other) 36.0 39.6 25.0 2.5 2.5 1.5
Source Migsian estimatzes
GUYANA - ACTUAL AND PROJECTED RESOURCE AVATLARILITY AND
SAVINGS, 1973-81
(G$ zillions at 1977 prices)
e e e A Aectual Prelizinary Projecced -
e 1973 1974 1975 1976 1977 1978 1979 1980 198
998.1 1.056.7 1,124.5 1,177.4 1,117.0 1,112.3 1,16464.1 1,216.5 1,277.C
-97.7 78.5 57.8 -7.1 - -40.2 -126.7 -170.3 -159.2 .
900.4 1,135.2 1,212.3 1,170.3 1,117.0 1,079.1 1,037.4 1,046.2 1,118.0
i06.6 812.2 1,065.2 1,127.1 B86.0 739.0 814.0 794.6 843.5
633.1 769.3 985.9 829.9 703.0 B806.4 §504.1 952.2 1,013.3
‘as taracitv te izvort) £35.4 847.8 1,073.7 822.8 703.0 766.2 777.4 781.9 854 .1
fesource Gav 171.2 -35.6 -8.5 304.3 183.0 -27.2 36.6 12.7 ~10.¢
Censuzprion 799.9 819.3 834.0 1,044.3 285.0 837.4 774.8 756.0 793.0
Tovesizent 271.7 280.3 369.8  430.3  315.0 214.5 299.2 302.9  314.<
Gress Jomestic Savings 100.5 315.9 378.3 126.0 132.0 261.7 262.6 290.2 325.0
Net Tactor Income Pavment Abroad -48.6 -55.3 -13.4 -64 .4 -56.0 -51.8 -64.8 -56.2 -52.¢8
Current Transfers -2.0 ~-8.9 -9.6 -10.8 -10.0 -13.5 -10.4 -10.1 -9.4
Grass “azional Savings 49.9 251.7 355.3 50.8 66.0 176.4 187 .4 223.¢9 262.E
T.N.P. 49.5 1,001.4 1,111.1 1,113.0 1,061.0 1,067.5 1,999.2 1,160.3 1,226,
Cross Watiornal Incowe 851.8 1,079.9 1,198.9 1,105.9 1,061.0 1,027.3 972.6 290.0 1,0€6:%.C




The Barbadian economy has managed to record positive real growth
rates since 1971 in all but one vear (1975). The average growth rate during
the period has been 3.7 percent. Nevertheless, because of its small size
and extreme dependence on trade, economic condivions have fluctuated widely
following international events, and the economy has persistent problems
with unemployment. The unemployment rate peaked at 22 percent in 1975.
eclined thereafter and stood at 12 percent during the first half of
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Public sector finances were weak during the mid-1970s. With the
exception of fiscal 1975/76, when thre sudder influx of earnings from sugar
contributed to a windfall surplus of about 5.47% of GDP, public sector savings
asveraged only about 2.3% of GDP during 1974/75-1977/78. Thase low levels of
~ublic sector savings coincided with a rapid expansion in the public sector’s
investment program: between 1974/75 and 1977/78, capital speiding rose from
5.5% to over 10% of GDP. Net external project-related inflows also rose

spidly, financing approximately 20% of capital spending. The shortage of
public sector savings, however, forced the Government to rely heavily on the
central and commercial banks to finance the rest of its investment program.

In recognition of the growing precariousness of public sector

ipances, the Government took a number of fiscal measures in 1977 and 1978.

ax rates on the consumption of luxury goods as well as personal and corporate
income tax rates were increased. The ceiling om social security taxes more
than doubled. The Government also contained the growth of current expenditures
in 1978/79 to only about 117% in nominal terms. As a consequence of these
zeasures and the impact .of the ebullient tourism and manufacturing sectors on
income, consumption and import taxes, public sector savings registered an
estimated 5.4% of GDP in 1978/79.

£
™

in reflection of government efforts to control total expenditure,

the completion of several large projects and delays and difficulties in
project yrepardtlon and implemcntation, public sector capital spending fell
sharplv in 1978/79, dropping by 25%. Public sector savings were adequate to
finance over 80% of the reduced level of investment. Net project—related
external inflows were adequate to finance most of the remainder. A $10
aillion Eurodollar loan, together with modest levels of borrowing from non-
Sanking domestic sources permitted the government to reduce net credit from
the tanking system substantially. :

Barbados’ balance of pavments has shown a deficit in the current
account in every vear-of the current decade. A major balance of payments’
weakness originated in 1973 and 1974, as a consequence of substantially in-
creased costs of fuels and foodstuffs, but did not become apparent until 1975
and 1976, when tourism declined markedly and the international price of sugar
collapsed. As a result, the deficit in the current account of the balance of
pavments increased from US$15 million in 1974 to US$41l million in 1976. Inter—
national reserves reached critically low levels, coveriag less:than one month’s



{mports by the end of 1976, *he balance of paywents improved substantially in
1977 and 1978: foreign exchange earnings increased by about 23% during each
f these vears, mostly as a result of the revival of tourism, but also due to
continued growth of nonsugar exports. On the other hand, the value of imports
increased by only 13% in both vears, reflecting the slowdown of growth in 1977,
and the impact of restrictions on imports of consumer durables and the limita-
tion of consumer credit in 1978. Consequently, the deficit in the current
account of the balance of pavments declined to US$34 million in 1977, and
US$13 million in 1978. :
|
fxternal borrowing, both by the private and public sector, permitted
level of international reserves to increase by US$3] million in 1978. Net
eign assets thus attained a level of US$55 million, still covering less
san two months of imports. Although this constitutes an improvement in the
reserve position of the country, such a level of foreign assets cannot vet be
deemed adequate fer a small, open economy like that of Barbados.

Barbados’ medium term prospects depend largely upon the continued
developient of export oriented economic activities, especially tourism and
manufacturing industries. Growth of tourism may proceed rapidly for some time;
over the long term, however, physical limitations to the ex pan51on of this
activity are bound to become relevant as a result of the island’s small size
and hien population density. Thus, there is a need to diversify the sources
of economic growth. In this context, the outlook for keeping up the expansion
of wmanufacturing output, exports and employment is highly favorable. The
various incentives offered constitute an attractive package, which jointly
with the country’s long tradition of stable institutions and favorable invest-
ment climate, have generated strong interest on the part of potential investors,
both foreign and domestic. There may be appreciable scope for efficient
mport substitution in the- agricultural sector. The possible introduction of
irrigation agriculture would represent a breakthrough from a sectoral viewpoint,
reducing the food import bill and strengthening the linkages between the
tourism sector and the domestic economy, a long avowed policy objective.

[N

The Barbadian economy can grow at am average rate of slightly ove-
5% per annum, between 1979 and 1983. It is anticipated that real GDP will
grow about 6% in 1979, as a consequence of continued growth of manufacturing
and tourism, and of favorable weather conditions for sugar. The growth rate
is likely to decline in 1980, to the extent that sugar production recedes
to normal levels. Thereafter, growth rates marginally exceeding 5% can
be attained. This growth path, however, will require an average investment
effort of almost 24% of GDP, with the investment rate growing through time
and reaching nearly 25% in 1983.

A Tormal four-year public sector investment program and financing
plan is presently being prepared by the Government. The emphasis on the
directly productive sectors is expected to increase and efforts to facilitate
private sector activity through the provision of required infrastructure will
continue. The Government has given priority to a number of agricultural



projects, scme with substantial land reform and irrigation components. In
tourism, construction of the §17,5 million Holiday Villages designed to tap
local entreprencurial talent, should begin this year. The investment program
also provides for the construction of industrial estates which, coupled with
thne Government’s incentive program, should encourage continued private invest-
ment in manufacturing. In addition, investment in energy and internal trans-
portation is planned as well as improved health facilities and low-income
housing develcpment.

“orld Rank estimates indicate that public sector investment over
the next five vears will cost some $350 million in current prices, rising
from 7.5% of GDP in 1979 to about 9.3% in 1983. Given continued prudent fiscal
po?icy, public sector savings should be adequate to finance approximately two-—
thirds of the total. Net external borrowing should be adequate to finance the
remaining third. Continued modest levels of borrowing from the domestic
private sector would permit the Government to reduce its outstanding debt
to the banking system somewhat by the end of the period.

Recent fiscal measures, together with the healthy growth performance
of the economv, have, for the tire beins, relieved the previous savings con-
straint to public sector investment. However, these include personal income
fax rates which are so high as to increase the threat of migration of managerial,
proressional and entreprenuerial groups. Decreasing real salaries in the civil
service at the higher levels--a trend which has intensified with each wage
adjustment in the past five vears-~has exacerbated the situation with respect
o the public sector. Any easing of these fiscal measures which may be
required would increase the need for debt financing.

T

The value of exports of goods and nonfactor services is projected
to grow at an average annual rate of 157% during the period 1978-83, while
imports of goods and nonfactor services are projected to grow at an average
rate of 14%. The deficit of the current account of the balance of payments
would decline, reaching USS$1]l million, or about 1% of GDP, in 1983. The .
Government needs to be able to rely on a package of contingency measures that
could be applied rapidly in case of balance of payments difficulties; these
should include plans for tempnrary increases in tax revenues, orderly reduc-—
tions in government expenditures, and complementary monetary measures.
Barbados’ balance of payments policy should also seek to increase foreign
evchange reserves, so that theseé eventually cover nearly four months’ imports
of goods. Over the five-year period covered by the projections, international
reserves should increase by US$140million, thus reaching a level of US$195
million by the end of 1983, or approximately 3.5 months of imports.

The projected deficits in the current account and the need to
increase international reserves imply a capital inflow of US$215 million
during the five-vear period covered by the program. Approximately half of
this is expected to be available through private financing, while the remainder
is expected to flow through the public sector, largely through project-
related financing. Gross official capital inflows are projected to increase



from an estimated USS520 million in 1979 to about US$36 million at the end of
the period, with the total for the period estimated at over US$ 152 million.
Of this amount, about 30% represents project firnancing which has already been
committed.

he projected inflows of official capital would increase the public
and publicly guaranteed external debt to US$172 million (less than 17% of GDP),
by the end of 1983; the corresponding debt service ratio would represent 2%
of foreign exchange earnings in that year. In the light of this moderate debt
burden and favorable growth prospects, Barbados may be regarded as credit-
worthy for loans on conventional terms for the estimated external capital
requirements for the public sector investment,prog}am.

This analvsis suggests that provided external conditions remain
favorable, Barbados' need for CDF-type financing is not of the urgency or
the magnitude of Jamaica and Guyana. Such assistance, however, will assist
the Government to step up the pace of its investment program and to increase
its precarious level of foreign reserves.




BARBADOS

Table 1: SELECTED ECONOMIC INDICATORS, 1977- 78
%
1977 1978
n. Growth of real GDP 1.9 4.3
2. Deficit in the current account
of the BOP relative to GDP 7.8 2.7
3. Consolidated public sector
savings a/ relative to GDP 2.6 5.4
4, Rate of inflation 8.3 9.5
Table 2: PROJECTED PUBLIC SECTOR INVESTMENT AND
FINANCING PRCGRAM, 1979/80-1983/84
(BDS¢ million)
Estimated Projected Average
1978/9 1979/80 1980/1 1981/2 1982/3 1783/4 1979/80-1983/4
 As % of GDP.
. Public Sector Investment 6.7 7.5 8.3 8.5 8.7 9.3 8.6
. Public Sector Savings 5.4 5.4 5.4 5.6 5.8 6.1 5.7
KAéf%wof‘Phblic Sector Investment
‘Public Sector Savings 81.1 72.0 65.1 66. 66.4 65.4 66.6
LNet\EXﬁérnal Borrowing 38.0 32.4 41.3 33.7 32.9 31.0 33.9
Net Domestic Borrowing -19.2 -4.4 -6.4 0.1 0.7 3.6 ~0.5




d. The East Caribbean Common Market Countries

The seven countries which the ECCM include independent Dominica,
Grenada and St. Lucla, the Associated States (with Great Britain) of Antigua,
St. Kirtts/Nevis and St. Vincent, and the British Colony of Montserrat. The
extremely small size of these individual economies provides an unusually
severe constra‘nt on economic growth. These seven states have a combined
pepulation of 533,000 -anging from 13,000 in Montserrat to 114,000
in 2t Lucia - . The combined GDP of the seven totals approximately
§ 2%2 million. Per capita income is estimated at $53p.7 .

A common characteristic of the economic condition of the ECCM
islands is their heavy dependence upon external financial support. With
practically all the islands becoming independent countries the need to
ameliorate this situation is compelling. Governments have expressed an
intention to see their countries achieve financial viability, and are dili-
gently seeking appropriate strategies to attain this opjective. However,
severe spatial and resource constraints render these islands an especially
intractable case of economic development. What is required are development
strategies which identify unusual, if not unique, approaches in order to
diversify the economic base, increase absorptive capacity, augment public
sector savings, and stimulate private sector activity. Creating economies of
scale through joint action, offers the best prospect for efficiently under-
taking many requisite developmental activities.

In agriculture, there is urgent need for rehabilitation and recon-
struction. Institutional and other support services are weak, and agricul-
tural policy is generally deficient. As a consequence, much arable land is
unutilized or underutilized, yields and output are significantly below their
levels of a decade or two ago, and in general agriculture fails to make its
potential contribution to the development process and employment opportunities.
Possibilities exist through joint action in the provision of needed support
services, and with technical assistance, to institute land use and land tenure
policies that provide incentives for farm development, to increase banana
vields, to exploit the potential for cotton production, and to increase the
production of and regional self-sufficiency in food crops.

Industrial development is particularly limited by the size and
resource constraints of these small countries. Small market size, limited
supplies of most agricultural raw materials, and lack of entrepreneurial and
management skills, problems in developing labor skills, and inadequacies in
the transport systems, all militate against efficient import substitution and
also against a wide range of industrial exports. With accelerated and
effective promotion both overseas and at home, prospects appear good for
enclave—-type operations such as clothing, and electrical and electronics
assembly in all the countries, and also for agricultural processing.

Given the market-oriented and entrepreneurial character of the type of
industry with strongest potential, governments’ main role would be to create




the right conditions for the private sector to flourish. Most important is a
favorable iuvestment climate conditioned principally by political, social and
economic stability, as well as helpful, business-like, and equitable dea'ings
with the private sector. Other key factors include good external communica-~
tions, reliable public utilities, stable fiscal environment including invest-
ment incentives, and support for the local private sector in the form of
credit and training in management skills.

Although the tourism sectors of the islands are relatively small,
in most instances they make a significant contribution to the economic
development of the individual economies, and market conditions forecast
an optimistic growth potential for the region. Development strategies for
the sector, however, require to be upgraded. Sectoral planning must be
adopted and more effective tourism administration is required. A more
aggressive tourism promotion and marketing is also required with emphasis on
the European market, in addition to the North American market, —- not only at
the national but also at the ECCM regional level. Technical assistance is
required for all this and to improve the tourism product by introducing
various amenities, and by improving the quality of handicrafts. All these
aspects lend themselves to regional cooperation. Further, in order to assist
the smaller territories whose tourism is relatively undeveloped, investment
finance is required to enable Governments to underwrite the risk element by
financing hotel investment themselves, thereby seeding tourism development.
The hotels, however, should be operated on management contracts, preferably

by operators with international marketing connections.



Propsects and Capital Requirements

The next five vears offer a unique opportunity for the governments
of the ECCM to place their economies on the path to viability. Many of the
countries possess promising economic growth prospects and could increase
their GDP bv an average cf about 5% annually. In other countries, because
of constraints peculiar to their respective economices, GDP growth is not
likely to exceed moderate rates of about 37 - 3.57% annually. It needs to be
stressed, however, that in the case of all the countries, these medium—term
prospects hinge upon the adoption of appropriate policies to stimulate agri-
cultural production, to foster industrial growth, and to fully utilize existing
capacities in the tourism sectors. In the process it will be necessary to
surmount absorptive capacity constraints which have until now hindered effec-
tive implementation of a development program. Moreover, most of the countries
are faced with the challenge of putting their public finances on a sound
pasis. This is an imperative for attaining sustained growth and economic
viability, and will require strict budgetary controls and new revenue measures.
This ad justment task however, should be greatly facilitated by the willingness
of the international community, in the context of the Caribbean Group, to
assist by making available more than normal amounts of financial and technical
assistance to prepare, appraise and implement development projects during the
period of 1979-83.

To achieve the projected growth performance will require increasing
levels of public sector capital expenditure, and a greater emphasis on
directly productive projects rather than on infrastructural investments. The
countries’ public sector investment programs 1/ for the period .979-83,
designed to attain the objectives stated abovg} will require in total that:

(i) public sector capital expenditures increase to an a.erage
for the five years of over 507 above the 1977 level in
real terms; .

(ii) public sector savings play an increasingly important
role so that by 1983 they cover approximately one-—third
of public sectnr capital expenditures; and

(iii) official external capital inflows grow rapidly in 1979
to a level over double the 1977 level, and increase
slowly thereafter through 1983.

Total public sector capital expenditures are projected to
increase from EC$75.4 wmillion (9.9% of GDP) in 1977 to EC$131.1 million
(13.3% of GDP) in 1979 as a significant number of new projects commence.
Thereafter, they are expected to grow by an average of about 17 per
annum in real terms and reach EC$186.2 million (11.5% of GDP) by 1983.
In most of ~he countries, this relatively high level of public sector

1/ See World Bank Economic Reports Nos. 2432~CRB, 2422-CRB, 2434-GRD,
2451-MO, 2439-CRB, 2440-CRB, 2438-CRB.



investment, which is accented towards agriculture among the productive
sectors, will assist in building up the productive base of the economies
and contribute towards a projected real GDP growth rate of about 5% per
annum through 1983. Amortization payments in 1977 were only a minor
burden at US$2.4 million, and, as a result of the expected continuing
overall high level of concessionality in external assistance, the burden
is not expected to increase. In 1983, external amortization requirements
are projected to increase to only some US$3.4 million, or less than 1% of
the combined GDP.

Financing the investment programs will require substantial
improvement in public sector savings performance. In 1978, the perform-
ance was adversely affected by implementation of large government wage
settlements in many of the countries; consequently, despite strong
economic performances, and substantial UK budgetary assistance to Dominica
and St. Vincent, public sector savings was equivalent to only 0.2% of
combined GDP in 1978, compared to 1.9% of GDP in 1977. Moreover, because
a number of the wage settlements would become effective only in 1979,
even with new measures for fiscal restraint, public sector savings are
projected to reach only 1.5%7 of GDP in 1979. Thereafter, however, providing
that strong budgetary controls and new revenue measures are adopted, a
steady improvement is attainable through 1983, by which time gross public
sector savings will have to reach EC$61.2 million (3.8% of GDP) and cover
some 33% of public sector capital expenditures.

Domestic borrowing, especially from the commercial banks, was
used extensively in 1977 and 1978 to finance current account deficits and
a limited amount of public sector capital expenditures. This source is now
essentially exhausted and cannot be relied upon over the next five vyears.
Consequently, after having increased by over EC$30 million during 1977/78,
domestic indebtedness is projected to decline by some EC$9.1 million
between 1979 and 1983.

External capital requirements from official sources are projected
te increase in 1979 commensurate with the increase in capital expenditures
during the vear, given the projected decline in domestic borrowing in
that vear. Howev:r, a high level of commitments of concessional external
assistance indicates that such a target is attainable. 1/ Official external
assistance is projected to reach EC$115.3 million (USS$42.7 million) in
1979, more than double the 1977 level of EC$54.6 nillion. The amount is
expected to increase slightly to EC$129.3 million (US$47.9 million) in 1983,
as external official sources are projected to reduce their relative share in
financing public capital expenditures from 88% in 1979 to 69% in 1983. Other
sources of external financing, both commercial and nonproject, are projected
to remain relatively minor.

1/ These commitments included k10 million of concessional project financing
from the UK to both Dominica and St. Lucia on Independence. A similar
commi tment to St. Vincent is anticipated.



If the public sector investment programs and the poclicy recom-
sendations are adopted and implemented in a timely fashion, eccnomic per-
formance would improve as projected, and it would appear to be possible to
raise per capita private consumption moderately on the average. Even with
these ef forts however, Financial viability could most iikely be achieved reiatively
soon by St. Lucia, and within a five-vear period by Antigua, and St. Kitts-
vevis. The remaining four countcies -~ Dominica, Grenada, Montserrat and
St. Vincent -~ if they successfully carry out their programs, would also
have made substantial progress in strengthening their economies. They would
no longer have to rely on budgetary assistance and their public finances
would potentially be on a viable focting. Nevertheless, they would continue
to need external capital assistance on concessional terms, and would require
an additional period of time to reach viability without reducing living
standards.




Table 1: ECCM - BREAKDOWN OF PUBLIC SECTOR INVESTMENT

LCS Million %

1979 1980 1981 1982 1983 1979-83 1979 1980 1981 1982 1983 1979-43

Productive Sectors 53.7 59.1 68.6 5.3 81.2 337.9 41.0 41.0 45.8 45.1 43.6 43.4
Agriculture 37.9 43.1 47.2 47.3 49.7 225.2 28.9 30.0 31.5 28.3 26.7 28.9
Industry 9.3 9.6 12.1 10.7 9.0 50.7 7.1 6.7 8.1 6.4 4.8 6.5
Tourism 5.5 6.4 9.3 17.3 22.5 62.0 5.0 4.4 6.2 10.4 12.1 8.0
Economic Infrastructure 51.7 53.0 46.0 46.6 42,2 233.5 39.4 36.8 30.7 24.3 22.7 20.0
Transportation 47.7 46.3 30.9 23.5 20.4 168.8 36.4 32.1 20.6 16.1 11.0 2.7
Power & Communications 4.0 6.7 15.1 17.1 21.8 64.7 3.1 4.6 10.1 10.2 11.7 8.3
Social 25.7 32.0 35.3 51.0 62.8 206.8 19.6 22.2 23.5 30.6 33.7 6.0
Health 2.6 3.7 4.9 8.2 14.0 33.4 2.0 2.6 3.3 4.9 7.5 4.3
Education 6.7 6.7 6.8 9.3 11.0 40.5 5.1 4.6 4.5 5.6 ‘ 5.9 5.2
Water & Sewerage 4.6 6.8 6.5 7.2 12.1 37.2 3.5 4.7 4.3 4.3 6.5 4.8
llousing 3.3 4.5 5.8 10.4 12.3 36.3 2.5 3.1 3.9 6.2 6.6 4.7
Other (including 8.5 10.3 1.3 15.9 13.4 59.4 6.5 7.1 7.5 9.5 7.2 7.6

non-projectized)
TO1AL 131.1 144.1 149.9 166.9 186,2 778.2 100.0 100.0 100.0 100.0 100.0 100.0

Source: TBRD Estimntes.




alf
Table 2: "ECCM - Actual & Projected Financing of Public Sector Investment, 1977-83

(ECS million)

Actual Estimated Projected
1977 1978 1979 1980 1981 1982 1983
Uses 81.8 100.9 137.6 151.6 157.8 174.9 195.4
Public Sector Capital Expenditures 75.4 94.9 131.1 144.1 149.9 166.8 186.2
Central Government
Rest of Public Sector
External Amortization 6.4 6.0 6.5 7.5 7.9 8.1 9.2
Sources 81.8 100.9 137.6 151.6 157.8 174.9 195.4
Domestic Sources 31.8 17.5 17.5 27.7 37.4 50.0 6§1.7
Public Sector Savings 14.4 1.9 15.0 25.2 39.4 46.3 61.2
Central Government
Rest of Public Sector.
Capital Revenue 0.7 1.5 1.3 3.3 3.2 3.4 5.1
Net Domestic Borrowing 16.7 14.1 1.2 -0.8 -5.2 0.3 -4.6
External Sources 50.0 83.4 120.1 123.9 120.4 124.9 133.7
Project-Related Official Financing 54.6 77.8 115.3 116.5 113.1 118.8 129.3
Ongoing Projects
New Projects
Other External Financing ~4,6 5.6 4.8 7.4 7.3 6.1 4.4
Capital Expenditures as % of GDP 9.9 11.0 13.3 12.9 i1.9 11.7 11.5
Public Sector Saving as % of 19.1 2.0 11.4 17.5 26.3 27.8 32.9
Capital Expenditures
1.9 0.2 1.5 2.3 3.1 3.2 3.8

Public Sector Saving as 7Z of GDP

a/ Fiscal Years

Source: IBRD Estimates.
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Project Title & Number: _Caribhean

ent Facilit

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

No. 538-0023

NARRATIVE SUMMARY

GBJECTIVELY VERIFIABLE INDICATORS |

danex Vi1
Life of Piclect.

FromFy 1980 1o py 1481 {1382 fn 1NiCe

Tota US Fundisg 5300 mi3,

Date Prepared

MEANS OF VERITICATION

I APORTANT ASSUMPTIONS

Program or Sector Goal: The broader cbjective to
which this project contributes:

GOAL:
with equity in the Caribbean Region,

To achieve long~term economic growtl

Measures of Goal Achievement:

(GOAL) -~ Positive and significant
rates of output and economic growth
and cquilibria in internal and exter—
nal natiouwal accounts in the context
of governmental policies resulting in
an equitable distrlbution of national
wealth.

~ Nat{onal accounts and other statistics

compiled by governments cof participating
countries.

-~ Caribbean Group Summary of Proceedings

and CG country economic memoranda.

~ IMF and 1BRD documents.

- Records and statements of participating
governments poliey decislons/actions.

Assumptic ns for achisvang poal tarpets

~ Nu new substantial incresscs In
world market prices of essential
inports (e.g. oil, food) or
decrceases In price of principal
{oreign cxchange carners {c.g..
bauxite, sugar).

- National governments will pursue
eccnomlic policiecs ond self-help
measures to which they have commit-
ted themselves ia thie Caribbean
Croup.

Project Purpose:

To assist the governments of the English-~
speaking Caribbean countries participating

jn the Caribbean Development Facility to
maintain adequate levels of development
investment by providing resources needed
to carry out essential donor-~assisted
socioeconomic projects.

Conditions that will indicate purpose hcs been

achieved: End of project status.
~ Increases in development invest-

nent by participating English-
speaking Caribbean countries totaling
more than $50 million between October
1, 1979 and September 30, 1980

~ Disbursement of $20,0 million of
AID funds to eligible development
projects resulting in the accelera-
tion of implementation of those
projects during the same period.

- National government statistics, records

- 1BRD/CDF documents

- AID and CDB gecords (e.g. subloans

portfolio)

-~ Prime donor documents (e.g. project

evaluations)

Assumptions for achieving purpose:

~ Contributions to CUF by other
donor countries will be forth-
coming.

- CDB will mect CPs.

~ Prime donors will provide neces-
sary certifications to CDB.

Qutputs: (Year 1)
1. Subloans by the Caribbean Deyelopment

Bank to qualified member countries in the
($ millions)

following approximate amounts:
(a) Jamaica - $10.0; (b) Guyana - $5.0
(c) Barbados - $2.5; (d) CARICOM LDCec—-$2

2. Significant acceleration of the implew-

mentation of external donor-assisted

development projects in participating CDB
member countries between Oct. 1, 1979 and

September 30, 1980.

3. Completion of public wor§§1p;g;ects in

Magnitude of Outputs:

~ §17,5 million of AID loan funds
dishursed to Participating Countries
for elligible sub-projects by 9/30/80,
- $2.5 million of AID grant funds

.5| committed and/or disbursed for eligi-
- at least 12 subprojects completed
with CDF funds in the LUCs.

ble sub-projects in the LDCs by 9/30/81].

- AID and CDB records (e.g. subloan

portfolio)

- Prime donor documents (e.g. project

evaluations)

Assumptions for achiaving outputs:

~ Prime donors will provide ncces-
sary certifications to CDB.

—~ Prime donors will corntinue to
implement AID-supported projects.

Inputs: (Year 1)
$20.0 million of development assistance

funds allocated (Pby account) as follows:

($ millions)

Food and Nutrition - 10.0
Education - 2.3
Population | - 0.5
- Special Development Act. - 5.7
Health - 1.5
20.0

TOTAL

Implementation Targst (Type and Quantity)

Assumptions for providing inputs:




COMPILATION OF MDC GOVERNMENT PROJECTS

JAMAICA

MPECTED CISRURSEMENTS ©X VAJOF OnGOING FRGJECTS

(uSS =11lion}

ANNEX VIII

Tecry Flains
Yiare et
“a,ue Seviersfield Irainage
Torewall Yeuth Proect

[ T

Sesand Tntoy

artaing
Retebilizarion

Lecsniary ¥an & P.C. RAcads
Eradges IV & V¥
loternationas AlLrportLs
Zan:bus Service Excansioc
Meniege Bay Jranspertation

Meniego Bsy/Falzouth Wacer Supply
vandeville Water Supply
Second Fowey Projecr

¥irngston Sewerage & water Supply
Jural Tieciriiication

Cotten/Peivester Prolect
Small Scaie Sector Interprises

es & Servaices
¢ Zeopulation Pm ject

: lpcome R

£ing
Trade Fromotior

1979/80 1980/8} 1951/62 N
Toral Fereign Toral Foreign Toral Foreigm iending Agency
lrzifsticn 0.31 0.i0 .97 0.50 2. 1.00 Netherlands
2.6 2.00 2.04 2,00 2,22 0.21 EDF; Ketherlands
1.02 0.2¢ - - Metherlands
2.00 0.93 1.45 0.88 - - Netherlands
5.00 2.80 5.50 3.00 5.50 3.50 IBRD
4.70 2.20 7.00 4. 50 6.L0 .20 USALD
.21 0.56 - - - Fed. Rep. Germany
0.40 0.20 0.10 - 0.10 - cipa
3.60 1.80 - - - - Netherlands
T 1,00 1.80 4L.50 3.50 5.00 4,00 1DB; OPEC
riing Farcers’ Frogram 1.50 1.00 1.40 .50 3.460 2.30 1DB
1.60 1.40 0.40 0.30 - - EDF
6.10 3.10 8,70 4.70 10.00 5.00 IBRD
o NICATION
=ent & Maintenance - - (Alzost Ccoplete) - - 1BRD; VIF
ds (Third Yighway)} 5.50 4.10 9.40 £.50 - - 1BRD; VIF
6.35 L.65 .66 1.93 - - 1DB; VIF
2.55 1.85 3.36 0.61 - - ClDA
4.20 3.00 - - - - IBRD; VIF
¢.90 7.4C £.5C 4.7C 6.40 5.20 ECGD
1.30 1.20 0.50 c. 2 0.30 0.20 ECGD
1.60 2.60 2.30 1.80 -~ - 1DB; VIF
0.60 0.40 3.90 1.40 &.40 1.40 1pg
20.60 11.90 31.60 20.0C 36.70 24.00 IBRD; IDB; EDC; OFEC
10.80 7.50 4,10 2.00 - - 1BRD
4.50 2.70 3.80 2.80 4.40 3.20 1DB
0.40 0.20 - - - - Netherlands
0.74 0.50 - - - - DB
0.10 0.10 - - - - Ketherlands
1.48 1.00 - - - - 1BRD
0.40 0.40 0.5¢C .50 0.10 0.10 EDF
1.20 1.20 0.7¢ C.70 - - Netherlands
§.17 L.67 1.87 1.20 - - USAID
0.1Z - - - - - CInA
O.EC Q.70 c.2¢ c.20 - - EDF
9.3C 7.50 1.00 c.20 - - China i
2.60 1.60 3.60 2.40 3.70 2.50 IBRD
4,76 2.40 14 3.80 - - IBRD; VIF
3.40 2.30 2.33 1.53 - - IBRD
1.10 .60 0.8C 0.7¢ - - CDB
.90 0.9%cC 0.10 c.10 - - EDF

Source

sat:onal! Planning Agency; Mieistry of Finance.




MAIDR ONGOING PROJECTS AND SOURCES OF FINANCIN
(LSS =1liion)

Total External Counterpart Financing
Cost Financing ‘ Source Amount Z
eluie
ca-Mahatceny-Abary 78.4 49.0 1DB 29.4 37.5
jush Irrigation 45.3 37.1 1DA-CDB-CIDA 8.2 78.17
akuTd lrrigation 40.4 26.6 IBRD 13.8 34.2
chase and Installation of Puzps 4.2 - - 4.2 100.0
YApPRing 2.6 1.7 UN 0.9 34.6
praphic Surveys 0.6 0.5 CIDA 0.1 16.7
Tiagnostic Laberatory 1.2 0.7 CIDA 0.5 41.7
ils 0.1 0.1 Sweden - -
0.6 0.3 EDF 0.3 50.0
Yarz Rouscholc Survey 0.1 0.1 USAID - -
wagt lryipation Scheme 0.5 0.1 DPRK 0.4 80.0
Secend Rice Modernization 22.0 16.5 USAID 5.5 25.0
Industries Demonstration 2.7 2.0 UNDP 0.7 25.9
Training Frojects
Upper Lecerara Forestry 31.4 26.7 EDF, EIB 4.7 15.0
Canadian sechnical Assistance 1.1 0.9 CIDA 0.2 18.2
1.2 0.8 CIDA 0.4 33.3
xtile 11.8 3.2 People's Republic of China 8.6 72.9
Zicvcle Factory 1.3 - - 1.3 100.0
Leazher Tannery 1.2 - - 1.2 100.0
3001 andé Shoe Facrory 1.3 - - 1.3 100.0
astructure
cad Approaches 13.7 1.2 USAID 2.5 91.2
35t 3ank Berbice Road 7.8 3.9 EDF 3.9 50.0
Feecer Roads 3.8 3.0 - 0.8 21.1
tast Coast Demerara Roads 6.2 3.0 - 3.2 51.6
“alanie Damishana workshop 7.2 3.1 - 4.2 57.5
Urper Cemerara Forestry Road 5.2 3.4 CDB 1.8 34.6
‘west Demerara Road 14.9 3.3 1DA, IBRD 11.4 76.5
fssequibo Sea and River Defenses 6.5 4.4 UK 2.1 32.3
2.6 2.6 CIDA - -
1.3 1.3 UK - -
1.2 1.1 - 0.1 8.3
0.1 0.05 UK 0.05 50.0
1.4 1.4 - - -
Yinteriand Airstrips 1.8 0.2 - 1.6 88.9
Fcéucation and Culture
UG Library Extension 0.6 0.2 0.4 66.7
Second Education Project 19.8 9.4 1IBRD 10.4 52.5
kealth
Rural Hospitals 1.0 0.9 USAID 0.1 10.¢
Referral Heospital System 13.5 8.8 - 4.7 34.8
TOTAL 356.7 217.75 138.95  39.0
Ssurce: State Planning Cormission.




JAMAICA

EXPECTID DISBURSEMENTS COK MAJOR NEV PROJECTS

{Us$ =tllion)

Foreigo

lLending Agency

Aiz

-t xkno =)

1579/80 1980/81 1581/82
Jotsl Foreign Focal Foreign Total
agricultural Marseting 0.30 0.20 4.00 1.50 *6.70 5.30
“ete Fersollitation 1.10 0.60 1.20 0.70 1.30 Q.70
Arrjzulrural Research 1.03 0.78 2.30 1.25 2.40 1.80
CARICO™ Dairy Kerd Prolect 0.68 0.48 0.84 0.44 0.91 0.71
Agricuitural (redir - - 1.30 0.40 4.60 2.80
Livestotk Preject 0.40 0.20 1.30 0.70 1.80 0.60
Ferestry Froject 0.30 0.10 4.40 2.00 4,90 .70
Ce~ent tcndac Particle Board 0.10 0.10 2.30 2.00 3.90 3.50
srn} {ommunity Developsent 2.10 1.80 0.50 0.10 0.80 -
Fispertes Develcroent (not known)
ZemmiSeve {Beliee/lazatcs) {not ¥nowil)
%21} Censervation (not known)
1 - - 2.00 1.50 3.00 2.00
4.00 2,50 2,30 .80 - -
E.30 60 10.40 6.7G 4.80 1.40
Ceconcary Main, P.C. & Feeder Roads (not knowm}
Telezhone Services 13,50 4.40 14.80 5.4C 16.20 5.60
Fore Develcpment 7.60 7.00 2.80 2.30 1.20 0.60
Tdies ricaricns Services 1.40 0.70 0.60 0.30 - -
intemmaticnal Atzpores 0.90 0.70 1.80 0.80 - -
Jimaica Facilirtien 1.10 1.10 1.10 .10 2.00 1.00
JEC Ecuipment 2.50 2.30 2.30 1.60 2.20 2.00
St., Anne's Say Water Supply - - 0.50 0.30 9.50 7.70
1ES
inot known)
1.28 1.00 2.38 2.0C 2.40 2.00
0.60 0.50 11.40 4.50 12.00 5.00
0.50 0.50 0.5¢ €.50 - -

ioe

c1pA

1DB ‘

cop

1BRD -
USAID

IBRD; CDC; OT¥
1BRD; EIB )
Mot idencified
Not identified
CDR; EDF

Not identified
[%:

CIDA

IBRD

IDB (probable)

Part EDF; Part not icercifi,
Norway; ECGD; CIDA/EDC

Fot {dentified

Not i{dentified

Not {dentified

Not identified

108 (probable)

IBRD

1DB
IBRD

EDF
Not identified




LUYARA - MAJOR NEW PROJECTS AND SOURCES OF FINANCING, 1979-81

(USS millions)

Counterpart
Total External Financing
Projects Cost Financing Source Amount %
tgriculture 64.8  55.1 9.7
Agriculture Sector Planning 2.2 2.0 USAID 0.2 9
Dairy Development Project 10.0 8.0 IDB 2.0 20
Technical Assistance/ Agricultural
Mechanization Development 0.6 0.4 IDB 0.2 33
Bagasse Particle Board 6.5 5.2 not known 1.3 20
Citrus Processing 1.5 1.2 IDB 0.3 20
0il Palm Development 36.4 32.0 CDC,CDB,others 4.4 12
Aquaculture 0.5 0.3 not known 0.2 40
Pineapple Processing 3.8 2.8 not known 1.0 26
Cemerara Fish Port Complex 3.0 3.0 not known - -
industry 17,3 15.4 1.9
Development of Export-Oriented and
Import Substitution Industries 6.7 6.0 not known 0.7 10
Guvana Cement Plant 10,0 9,0 1DB 1.0 10
Manufacture of Farm Hand Tools 0.3 0.2 not known 0.1 33
Technical Assistance/Kaolin Mining
Benefication 0.3 0.2 IDB 0.1 33
Water Supplv 11.1 7.6 3.5
water Supply Improvement Project 11.0 7.5 IDB 3.5 32
Technical Assistance/ Upper Sands
Aquifer 0.1 0.1 1DB - -
Electrical Power 5.9 5.3 0.6
Georgetown—- Corentvne Link 5.6 5.1 CDB 0.5 10
Technical Assistance/ Generation
of Flectricity from Wood Wasle 0.3 0.2 not known 0.1 33
Educartion 0.3 0.2 0.1
Technical Assistance/ Upgrading
the Levels of Managerial Skills 0.3 0.2 I1DB 0.1 33
Health 5.5 4.1 1.4
Health Care Delivery System 5.5 4.1 USAID 1.4 25
TOTAL 104.6 87.5 ° 17.1
Source State Planning Commission.



BARBADOS: MAJOR PROJECTS WITHE FINANCING

(US§ million)

Total External Anmortization Grace Contingent
Frosects Cost Finsncing Source Interest Years Years Firancing
Amount K
Sesearch Laboratory 2.5 1.5 EDF Grant 1.0 «0
Agricultural “arketing Corporation 4.0 2.1 CDB 4.0 15 5 1.9 4“8
Credit 1.0 1.0 CDB 4.0 15 5 - -
eries Zevelopzent 2.8 1.5 EDF Grant 1.3 46
istance:
ural Jevelopment of Scotland District Study 0.6 0.6 1DB Grant - -
;ment of Fisheries Study 0.2 0.2 CIDA/1DB Grant ha -
Subtotal 11.1 6.9 4.2
Cane Separation 11 1.0 1.0 CIDA Grant - -
Industrial Estates 3.8 2.0 CDB 8.5 15 5 1.3 34
0.5 CDB 4.0 15 5
L.8 3.5 1.3
17.2 11.2 IBRD 8.0 15 3 4.5 30
CDB 8.0 15 3
r¢ Cevelcprent 14.0 10.0 CIDA 3.0 23 7 4.0 29
iccistance: Spring Gar<en Road/SJPP Study 1.6 1.1 IDB Grant 0.5 21
15.6 11.1 4.5
titute 11.5 7.9 IDB 2.0 20 7.5 3.6 1
Secondary Education System 14.5 10.0 1BRD §.0 15 3 4.5 32
26.0 17.9 8.1
3.0 1.2 CDB 2.0 20 7.5 1.8 60
fpeightstown Urtan Develcpment
0.1 0.1 CDB Grant - -
5.1 1.3 1.8
etcur: Severage Preiect 19.8* 9.8 1DB 2.0 27 8 4.0 29
Assistance: Health Services Study 0.25 0.18 1DB Grant 0.07 30
20.05 2.9k& 4.07
0TAL 97.85 61, RE 28.47

* includes est:imated cost averrun of USS6.0 million for which finanging has not

yer been s

ured.




RAZBADCS:  PECJLCT L1IST, 1§79-8)

tuss =illton)

Tprir

IntepTates

v

Yarer

External Countergart
Total Tinancing Possible Contribution
Grevte Cost Fequired Source ioount | & Status cf Project
s.0 3.5 1DB kas been 1.5 30 IDE has coopleted project sppraisal.
apgrocached
K FLll land lesoe 2.8 1.5 CDE has been 1.0 40 Draft prefeasitility study cezplete. loan
spproached application to CDB expected in June 1979.
tural leveleprent, Scotland District 15.0 9.0 Kot known 6.0 40 Feasibility scudy under way. IDBhas been ap-
proached for financing of first phase (54.0 &.)
18.0 9.0 Not known 9.0 50 Prefeasibility study partially cocpleced.
10.0 6.0 CIDA has agreed 4.0 40 Feasibility study financed by CIDA under way.
in principle
4.0 3.0 Not known 1.0 2% An 1nitial assessment of the project will result
h— _ from engoing Speightstown Developzment Srudy.
Prefeasiblity study required.
S4.3% 32.0 22.5
6.0 4.0 CDE has been 2.0 33-1/3 Basic concept and principal components have been
approached icdentified.
and lirestone 6.0 4.0 K hLas been 2.0 33-1/3 Basic concept and principal coeponents have been
apprcached identified.

trial lstates 10.0 6.0 Not known 4.0 40 Project in pre~identification stage. ldentifica-
tion work will be included in Speightstown De-
velopment Study and Spring Garden/SJPP Study.

15.¢0 1G.0 i3RD has been 5.6 33-1/3 ®Basic concept and principal cozxponents have

. approached been fdentified.

7.6 24.0 13.¢

11.0 6.6 IDB has been L& 40 Project concept ané principal zompcnents have
approached beern jcentified

6.5 4.5 IDB Las been 2.0 30 IDB~financed feasibilitry . _udy 1s under wvay.
approached

~as: Fead 20.0 12.0 Not xnown 8.0 40 Prefeasibility study 1s under way. China has ex-

_— pressed interest in conducting feasibility study.
26.5 16.5 10.0
.orrent cf fossil Fuels 10.0 7.0 IDE has been 3.0 30 léentification work complete. IDB appraisal
aperoached =ission scheduied for June 1979.
Ixiarnsion cf Jenerating Ca:acuyi' £3.0¢ Lo IBRD,CDC have 1e.0 30 Appraisal mission scheduied for July
beer apfroached 1979.
s1.n
t.G 2.7 CDB,1B5RL have 3.7 25 Prefeasibility study under way.
beer approachecd
5.0 3.8 IDE has beer 1.2 24 Loan expected to reach IDB Board in June 1979.
apprcached
1.5 0.9 Not xnown G.¢e 4G Prziect concept ané principal compoments Lave
been icdentified.
1.C 0.¢ Not known C.4 40 Frciect ccncept ancé principal cocponents have
beer icentified.

Jevelcyment 111 4.0 2.4 Not xnowm 1.6 40 txrernsior of existing vater development prograc.
Project concept ané primcipal components have
been identified.

o 3.0 2.¢

Suptoral EARS 2

219.5 1408 ha.n

s

TOTAL




POTENTIAL LDC SUBPROJECTS FOR BHNF

ANTIGUA & BARBUDA

NAME OF PROJECT

ESTIMATED COST

Handicraft Centre

Drainage - Skerritts Pasture
Drainage - Grays Farm
Village Roads

Drainage - Cassada Gardens
Liberta Clinic

Greenbay Clinic

Pares Village Extension
Friars Hill Housing Project

Roads - Fort Road, Dry Hill

Total

$200,000
$ 91,000
$138,000
$ 90,000
$154,000
$ 50,000
$ 48,007
$ 58,000
$100,000

$150,000

$1,079,000

ANNEX 1X




POTENTIAL LDC SUBPROJECTS FOR BHNF

DOMINICA

NAME OF PROJECT

ESTIMATED COST

Court House Repair

Canefield Mill

Brick Making Project

Forest Utilisation

Public Conveniences

Grand Bay/Pichelin Water Supply

Improvement of Grand Fond
Water Supply

Extension of Bagatelle/Fond
St. Jean Water Supply

Health Centres

Main Road Maintenance

Total

$241,000
$100,000
$ 50,000
$100,000
$100,000

$ 80,000

$ 85,000

$ 37,000
$100,000

$10u,000

$993,000




POTENTIAL LDC SUBPROJECTS FOR BHNF

GRENADA

NAME OF PROJECT ESTIMATED COST
Pomme Rose Road $ 90,000
Carricou Hospital Road $ 95,000
Retaining Walls $ 80,000
Replacement of Water Mains -
St. Georges $100,000
Distribution Main - Peggys Whim

System $ 95,000
Extension Water Main - La Mode/Boca
St Georges $ 96,000
Health Centres - Sauteurs $100,000
Refurbishing 13 Health Centres $131,000
Community Toilets 11 No. $100,000
Queen's Park Rehabilitation $125,000
Birch Grove Community Centre $ 60,000

Total $1,072,000




POTENTIAL LDC SUBPROJECTS FOR BHNF

ST. LUCIA

NAME OF PROJECT ESTIMATED COST

Road Improvement at Mongouge/

Choiseul $100,000
Morne Road Improvements $203,000
Drainage Improvements $ 97,000

Fond St. Jacques/Choiseul Water

Supply Improvement $ 80,000
Banse Belle Vue/Perou Water 7
Supply Improvement $ 90,000
Balca Water Supply Improvement $ 35,000
Food Processing Project $250,000
Reafforestation for Charcoal $ 80,00C

Total $935,000



POTENTIAL LDC SUBPROJECTS FOR BHNF

MONTSERRAT
NAME OF PROJECT ESTIMATED COST
Fergus Mountain Road $ 30,000
Reafforestation North Island $ 80,000
Fencing $115,000
Storage Building for DFMC $ 80,000
Beach Storage Sheds - Fishing Gear $ 12,000
Fumigation Chamber for Fruit $ 25,000
Redevelopment of Spring Sources $ 8G,000
Reservoir Construction - Lawyers $ 80,000
Upgrading of 5 clinics $ 35,000
Public Conveniences $ 52,000
Access road & culvert to Cork Hill $ 30,000
01d St. Peters Road $ 46,000
Maintenance of Government Houses $ 16,000
Geriatric Hospital $ 87,000
Playing Fields Project $ 86,000

Total $834,000




POTENTIAL LDC SUBPROJECTS FOR BHNF

ST. KITTS/NEVIS

NAME OF PROJECT

ESTIM/ATED COST

Con Phipps Land Clearance

Nesbitt Estate - Livestock

Soil Erosion Prevention

Cavon to Bayfords Road Improvement
Brackish water fish culture

Tick Control

Afforestation - St. Kitts
Afforestation - Nevis

Road to Foyes - St. Kitts
Maintenance of Government Buildings
Box culvert conatruction program
Airport to Frigate Bay Road

Cayon Reservoir

Wingfield to Phillips feeder road

Total

$100,000
$ 93,000
$108,000
$100,000
$ 83,000
$105,000
$ 77,000
$ 56,400
$ 50,000
$ 80,000
$ 70,000
$205,000
$102,000

$ 75,000

$1,304,400




POTENTIAL LDC SUBPROJECTS FOR BHNF

ST. VINCENT
NAME OF PROJECT ESTIMATED COST
Soil Conservation at Owia & Fancy $§ 72,000
St. Vincent Reafforestation Scheme $ 92,200
Mesopotamia Health Centre $100,000

Belle Vue Colonarie Road Costal

protection $200,000
Georgetown Community & Craft

Centre $ 97,000
New Grounds & Rose Hall

Community & Crafts Centres $ 68,000
Distribution Mains $ 78,000
Sewer Extension $ 95,000

Total $802,200




Annex X

The Warid Bank o , - : . . T I VU L RV A P

CaribbLean

AID has rejuested that certain infermation be furnished with respect to
the effect of the aID/CDF loan financing on World Bank projects receiving such
financing.

The 1978 AID loan to the Caritbean Development Bank has provided local
currency financing for the following Bank projects:

Country Prcject Name 2
Jamaica Small-Scale Enterprise Development Project
Jamaica First Rural Development Project

Jamaica Second Population Project

Jamaica Sites and Services Project

Janmaica Second Iducation Project

Guyana Secund Education Froject

Guyana Tapakuma Irrigation Project

Guyana . Highway Project

Izplementaticn of many of these projects had previcusly been constrained by
the lack of and irabilicy of the goverrmments to provida the necessary local costs
contritutions while undertaking fiscel austerity measures, The provision of
AID/CDF financing has helped to assure that local costs contribtutions were made
in a tirely mznner. The aforementioned projects are, for the most part, now
being implemented in accordance with reasonable expectations. Although some
projects are still behind schedule, delays have teen caused primarily by
msnagement and personnel problems rather than lack of availatle finance.

As vou know, both Jamaica and Guvana have economic stabilization programs
which severely rccstrict public expenditure. Had AID/CDF financing not been
avallable there wruld undcubtedly have been Jelavs in making local costs
financing available feor the Bank's projects. This would then have resulted in
delays of projecct irplementation which would have had adverse eccnomic consequences.




2

In addition to the pesitive irsact of prolect implementation, the AID/CDF
loan has also eantributed, aleny with other €I centrilutions, to alleviating
the secvere balance of pavrents problems of the countries tencfiting under this

loan.

Reports on the status of cach of the World Dank projects you have enquired
abcut are now in.the possession of the CDBE. We have authorized them to make
this information avallable to your office.

Sincerely yours,

ey,

/ /
Roberto Gonzalez~Cofino
Chief
Country Programs Division
Latin America and the Caribbean
Regional Oifice

cc: Mr, Emerson J. Melaven
Director
Office of Caribbean Affairs, USAID

Mr. Robert Warne

Director

Office of Caribbtean Affairs
Department of State
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