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AGENCYUNITED S.TATES INTERNATIONAL DEVELOPMENT COOPk.NATION 

AGENCY FOR !NTERNATIONAL DEVELOPMENT 
WASHINGTON 0 C 20523 

PROJECT AUTHORIZATION 
(Amendment No. 1).
 

Name of Country Jamaica
 

Name of Project: : Agro-Industrial Development
 

Number of Project : 532-0081 

532-T-019
Number of Loan : 


1. Pursuant to Section 103 of the Foreign Assistance Act of
 

1961, as amended, the Agro-Industrial Development project was
 

authorized on September 24, 1982'(the "Authorization"). The
 
follows:
Authorization is hereby amended as 


a. Section 1 of the Authorization is hereby amended by
 

deleting the figure "Eight Million Five Hundred Thousand
 

United States Dollars ($8,500,000)" therefrom and by
 

substituting the figure "Ten Million Four Hundred
 

Eighty-Nine Thousand United States Dollars
 
(tl0,489,000)" therefor.
 

b. Section 2 of the Aut-horlzation is hereby amended by
 

adding after the words "raw material inventories" the
 

following "and further consists of a Component II which
 

will assist in the financing of foreign exchange costs
 

of pre-investment studies for agro-industrial. firms and
 

of strategic planning and foreign industry targeting
 

programs to promote agro-industrial development in
 
Jamaica".
 

c. The Authorization is hereby further amended by
 

requiring the Government of Jamaica ("Borrower") to
 

repay the loan increase being authorized by this
 
Amendment No. 1 ("Loan Increase") to AID in U.S. Dollars
 

within twenty (20) years from the date of first
 
disbursement of the Loan Increase, including a grace
 

period of not to exceed ten (10) years. The
 
Authorization is also hereby amended to require the
 

Borrower to pay to AID in U.S. Dollars interest from the
 

'V 
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date of first disbursement of the Loan Increment at the
 
rate of (i) two percent (2%) per annum during the first
 
ten (10) years, and (ii) three percent (3%) per annum
 
thereafter, on the outstanding disbursed balance of the
 
Loan Increment and on any due and unpaid interest
 
accrued thereon.
 

2. Except as expressly amended or modified hereby, the
 
Authorization remains in full force and effeci
 

r" O htv Johnson 

Acti tant Administrator 
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and the Caribbean
 

Clearances:
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PROJECT SUMMARY
 

A. Proposed Project Amendment:
 

The Project amendment, Amendment No. 1, proposes that a
 

US 1,989,000 additional loan be authorized under the Agro-Industrial
 

Development Project, (the Project to assist in the funding of Component I1
 

of the Project. Component I of the Project, as previously approved for
 

to provide for loans to existing local

US$8,500,000 is primarily 


expand production of traditional crops for
 
medium-sized agribusinesses to 


as described in this amendment, is
 
the domestic market. Component II, 


strategic planning, promotional

primarily 	 to provide funding for 


to greatly 	accelerate the
 
activities, 	and prefeasibility studies intended 


by large private sector agribusinesses, boLh foreign and
 
investment 


increase the
 
domestic, in agricultural activities which measurably 


production of non-traditional crops for export. The need for this
 

amendment was anticipated at Page 28 of the original Project Paper (PP).
 

Borrower, Executing Entities, and Disbursing Agent:
B. 


(GOJ). The 	executing
The Borrower will be the Government of Jamaica 


Secretariat to the Office of the Prime
 
entities will be the Agro 21 


-- Jamaica 	National Investment
Minister (Agro 21), and two agencies 


Promotion (JNIP) and the Agricultural Credit Bank (ACB). Consistent with
 

all funds will be administered by ACB, which
 Component I of the Project, 


such funds upon the authorization of the applicable

will disburse 


executing entity.
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C. Summary Project Description:
 

As indicated in the Logical Framework (see Annex A) the goal of the
 

Project is to support Jamaica's economic recovery by strengthening private
 

productive sector as a vehicle for dynamic growth, employment generation,
 

and increased production. The purpose of the Project amendment is to
 

increase investment in Agribusiness projects through Agro 21, JNIP, and
 

ACB. The Project will accomplish its purpose through the strategic
 

planning and negotiating activities of Agro 21 and the promotional
 

activities rf JNIP, as coordinated with Agro 21. Under the amendment,
 

Agro 21, consistent with its broad responsibilities and powers for
 

developing agriculture, will authorize all prefeasibility studies
 

resulting from JNIP promotional actitivities.
 

The procedure for accelerating investments in Jamaican agriculture
 

has several steps. First Agro 21 will develop hard data on subsectors and
 

commodity groups, approximately 20 profiles in total, where Jamaica can
 

achieve a competitive international position. This data, as modified into
 

documents appropriate for effective promotion, will be used by JNIP, as
 

the account executives for Agro 21, to make approximately 320
 

presentations to identified potential foreign investors. Due to the
 

careful targeting of the foreign firms to which presentations are made
 

together with the immediate relevancy to the potential investors of the
 

modified subsector and commodity group information, approximately
 

one-half, or 160, of the presentations will result in requests by the
 

investors for funding to do a prefeasibility study. Through careful
 

evaluation of these requests by Agro 21, it is anticipated that of the 160
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prefeasibility studies, approximately 70 will result in further investor
 

interest and that from these 70 studies, that about 30 investments with a
 

total value of J$200,000,000 will result over the five year life of
 

Component II.
 

In summary, approximately one out of 10 presentations by JNIP will
 

result in an investment decision. The effects of these investments will
 

include the creation of over 8,000 new jobs and the increase in GDP by an
 

amount sufficient to generate an economic rate of return of 12% for the
 

Project (see Section III.C., Economic Analysis).
 

The generation of foreign exchange through efficient export
 

foreign
agribusiness will benefit the total Jamaican society. Needed 


exchange will be availabe to finance inexpensive food imports where
 

stabilizing
domestic substitution is not possible, thereby providing a 


element in the cost of food to consumers. Also, a hgher level of
 

imported inp ,ts for industry can be attained, which will generate a
 

greater demand for industrial labor (see Section II.F, Beneficiaries).
 

Consistent with the strategies of other successful international
 

trading countries such as Japan and Korea, the Project provides our
 

incentive to encourage investment in Jamaica. The Project, as amended,
 

offers a grant of up to $10,000 per study toward the cost of
 

prefeasibility studies. Also outside the Project, USAID/J and GOJ have
 

jointly earmarked a total of J$50,000,000 of ESF counterpart funds for use
 

by ACB in supporL of Agro 21 activities, including investments resulting
 

from activities under this Project.
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Various project analyses have identified the need for appropriate
 

subsidies to investment, especially the need for funding for
 

prefeasibility studies. Other studies as well as interviews with leading
 

businessmen have identified the absence of hard data, including the need
 

for appropriate technology and market access to international markets, as
 

a major constraint on investment. The Project addresses both of these
 

constraints, among others, to accelerate the rate of foreign investment in
 

agriculture to increase the production of non-traditional crops for export.
 

The GOJ has placed major emphasis on the strengthening of the
 

private sector, especially on agribusiness export industries, as its
 

principal engine of productive growth. However, the rate of investment in
 

export agribusiness has remained relatively slow. In recognition of this
 

situation, in early 1983, Agro 21 was established as a Secretariat to the
 

Office of the Prime Minister, with broad powers and responsibilities for
 

the development of agriculture, especially the production of
 

non-traditional crops for export and the related design, negotiation, and
 

implementation of these projects (see Section III.A.3, Analysis of
 

Implementing Institutions).
 

D. Project Amendment Funding:
 

AID will provide a loan of US$1,989,000 and GOJ will contribute in
 

J$ the equivalent at the official exchange rate of US$1.00 to Jtl.78 of
 

US$1,908,000, for a total cost of $3,897,000, over five years. The
 

summary project budget by elements is as follows:
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Table I
 

Summary of Project Costs
 

(Us 000)
 

TOTAL PERCENT
AID GOJ
Element 


75 - 75 1.9
I. 	 Evaluations 


II. 	Pre-feasibility Fund-

925 200 1,125 28.9
160 studies 


III. 	 Strategic Planing
 

Program -- 20 profiles 720 620 1,340 34.4
 

IV. 	Foreign Industry
 

Targeting Program
 

561 668 17.2
--320 	presentations 107 


V. 	 Staff and Furniture-

261 261 6.7
ADU/ACB 


70 17 87 2.2
VI. 	 Training for JNIP and 


Agro 21 Staff
 

92 30 122 	 3.1
VII. 	 Commodities 


- 218 _1_--VIII. 	Contingency 


1,989 1,908 3,897 	 100.0
TOTALS 


The nature of each element of the Project amendment, or Component II
 

Section II.B., Project Elements,
of the Project, is discussed in detail at 


and additional cost detail is provided in Tables V through VIII.
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II. BACKGROUND
 

A. Project History
 

In 1982 the Mission submitted the Project to AID/W for
 

approval which contained two general purposes. The first to purpose, or
 

Component I, was to assist medium scaled agro-industries and the second,
 

or Component II, was to provide some assistance to larger scale*
 

agribusiness development. The elements of Component I to strengthen
 

medium scaled agroindustries consisted of a loan and guarantee system, 
a
 

fund to pay part of the costs of preinvestment studies for medium sized
 

firms and technical consultancy assistance. 
 These were designed to meet
 

the constraints which these so-called "second tier" firms had in terms of
 

access to 
long-term credit, their inability to prepare business plans and
 

feasibility studies, and 
 their need for technical and managerial
 

assistance. Studies done in preparation of the PP indicated the need to
 

solve these problems and the potential for employment generation,
 

increased food production, and for strengthening the private sector thrust
 

of the new government. An Agroindustry Development Unit (ADU) was to be
 

created in the Agricultural Credit Bank (ACB) to help in the preparation
 

of feasibility studies, in the management of the credit through commercial
 

banks, and in the provision of technical consultancy services to "second
 

tier" 
firms. Two foreign long term advisors have been contracted to
 

assist in the initial phases of Component I.
 

Component II the Project, designed to strengthen large scale
 

* "Large Scale" firms in this PP Amendment refer to firms with assets 

valued at more than one million U.S. Dollars, at book value.
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agribusinesses, consisted of an Agroindustrial Promotion Fund which was
 

to provide a partial reimbursement for the cost of preirvestment itudies.
 

The project was reviewed at the DAEC meeting held in Washington,
 

D.C. on September 16, 1982. One of the results of that meeting was to
 

delete Component II from the Project, for the time being. It was agreed
 

that, if after closer analysis, the Mission believed there was a strong
 

case for including Component II, then it could submit a PP amendment for
 

reconsideration. The present amendment is submitted to provide the
 

necessary level of justification for the inclusion of the Project
 

component meant to strengthen the development of larger scale
 

agribusinesses, Component II.
 

The PP itself is relied upon to provide the general background and
 

constraints analysis which is equally applicable to both second tier and
 

larger agribusinesses. This amendment is designed to supplement that
 

analysis and provide specific and adequate justification for the inclusion
 

of the large scale agribusiness component in the overall Project.
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B. Recent Developments Affecting the Agribusiness Sector
 

1. Definition of Agrihueiness Sector for Purposes of this Amendment.
 

In this amendment, large-scale agribusiness refers to all types of
 

newer, larger agricultural production and processing activities. This is
 

the same definition utilized by JNIP's Agribusiness Division. In that
 

agency's view, processing plants and other non-farm production activities
 

are not the only sub sector involved, if higher exports and foreign
 

exchange earning are important Project goals. Also, a large scale firm is
 

one with assets valued at more than US$1,000,000; at book value.
 

Many of the newer ideas for export of specialized and unique items
 

are heavily weighted to working land. An example is the large number of
 

"ornamental horticulture" investments just being put into 
operation by
 

smaller investors. Currently, some of the more sizable amounts of
 

"agricultural" money 
is moving into well placed, traditional, Jamaican
 

crop and livestock enterprises. The most prominent case is coffee.
 

A point to bear in mind when contemplating this broad definition of
 

agribusiness is that most of the economic and employment impact envisaged
 

(in the PP) from advancing credit to second tier firms hinges on the
 

assumption that the subsidized credit will mostly be taken up by expansion
 

of scale and output of existing firms whose present interests are mainly
 

in supplying the domestic market. Support of large scale, new ventures is
 

a necessary element to round out a global approach to strengthening the
 

whole performance of what exists and what might exist (especially with
 

respect to exports of agribusiness products) in Jamaican agribusiness.
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Dimensions of Recent Large Scale Agribusiness Activity.
2. 


For 	the years 1981, 1982 and through April 1, 1983, JNIP has made
 

reports that 199 projects of all sizes have been implemented or
informal 


one stage or another of execution are
finalized (roughly 400 proposals at 


in the agency's active files at any one moment). Annex D Table A.1
 

reports on only the 199.
 

the 	total
During the time period mentioned the agribusiness share of 


In relation to the sum of estimated
 was 34, or 17% of the total. 


at J$34M was 10% of the total. The

investments, the agribusiness share, 


large scale sub sector, as defined, is represented by 11 projects, having
 

(The average investment size for all

investmeuts averaging J$2.086M each. 


projects was $1.667M). These amounts may be contrasted with the average
 

to

investment in small/medium scale agribusiness (many closely related 


farming) of J$O.504M.
 

If some account is taken of proposed investments that are in JNIP's
 

"active" files, a somewhat more rounded look at the possible future
 

pattern of large scale agribusiness development emerges. (See Annex D,
 

Table A.2).
 

mix of production and

Allowing for projects that are a clear 


processing (for example, feedlot/meatpacking or rice/milling/distribution)
 

the additions to the large

and food processing (including fish products), 


would divide into 36% mainly processing and
 scale agribusiness sub sector 


64% mainly production agriculture (split between exports and import
 

substitution). In terms of investment capital, about 45% would be devoted
 

more production oriented
 
to processing and 55% would be placed in 


activities.
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In terms of the planned processing activities already in the
 

"pipeline", the planned and not finalized investment, if it materializes,
 

would equal J$73M and create employment for about 1280 persons. This
 

implies a capital/labor ratio of about J$5700 (about $2150)* which is far
 

lower than estimated by A. D. Little, either currently in the sub sector
 

or as projected through business expansion, to be financed through 

Component I of the Project. In U.S. dollars these amounts are $10,000 

$20,000 for existing firms and an expected $8162 in the case of 

expansions. (Q, Report #2, pp 16 - 19). This wide difference suggests an
 

over estimation of job generation in the early stages of project planning
 

and probably alao reflects the grey area between purely
 

manufacturing/processing enterprises and mainly farming oriented projects
 

which is created by the broad classification of agribusiness employment in
 

this amendment.
 

3. Trends in Domestic Agriculture Output, Value of Production and
 

Agriculture Imports:
 

Since 1976 farmgate prices have taken a "phenomenal" jump. (E. page
 

8). This has been ascribed mainly to major devaluation and subsequent
 

monthly "crawling peg" devaluations in 1977 and 1978, by MOA sources
 

(Ibid). The effect of these devaluations was an increase in the prices of
 

farm inputs such as labor, chemicals, fertilizer, planting materials, farm
 

equipment, etc., thereby introducing upward pressure at the farmgate.
 

Meanwhile the index of production of domestic food crops dropped in
 

1972, and then rose steadily until 1978, then turned down and probably
 

stood at about 110 (relative to a 1978 high of 152) as of 1981.
 

* Converted at 2.65 



Table I! relates the overall farmgate price index to the overall
 

production index. It will be noted that the rise in farmgate prices only
 

faltered in one year of the 11 year period illustrated--that was in 1978,
 

the year of very good production.
 

Both of these indexes refer only to domestic food crops; values for
 

the traditional export crops are not involved. Although no official index
 

of movement in the value of food imports is available, a crude, unweighted
 

index can be con-structed for reference purposes. Inspection of the result
 

clearly indicates the great drop-off of imports from 1976/1977. Through
 

the years 1970 - 1975, the farmgate index and the import index moved more 

or less in harmony. Even by 1980, however, the disparity introduced, by 

cutting imports in 1976, had not been removed. This suggests that, in a 

general way, food 
imports are not putting too much pressure on local
 

farmers, (at least prior to 1981 and 1982, years for which data are
 

skimpy). 
 It is likely that the import index has taken a big jump in the
 

last two years.
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Table II
 

CERTAIN ANNUAL INDICES OF
 

AGRICULTURAL PRODUCTION
 

(1970 - 1980)
 

Year Quantity Farm Gate Index Unweighted
 

Index Price Index Value of Imports
 

1970 67.2 79.2 76.6
 

1971 91.2 98.1 85.5
 

1972 100.0 100.0 100.0
 

1973 91.7 136.6 127.9
 

1974 98.2 181.3 194.2
 

1975 99.1 228.6 197.8
 

1976 98.1 247.8 88.7
 

1977 120.0 335.2 137.3
 

1978 152.3 329.7 260.0
 

1979 130.4 433.3 200.0
 

1980 117.3 688.6 332.5
 

Sources: (E), p. 14; Import Index Calculated by PP team.
 

Note: The unweighted value of production index, on a 1972
 

base, reaches 835.9 as of 1980.
 

The continual strength of the farmgate index lends some credence to
 

the MOA view, cited earlier, that rising local costs explain much of
 

farmgate prices (many of which are set or arranged by looking at reported
 

costs of production). And, finally, the movement of all three indexes,
 

taken together suggest that, for the present, mary food imports are not
 

substitutes for local crops and products.
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What this pattern represents is something that is probably obvious
 

to all Jamaicans-- the agricultural system cannot adjust fast enough to
 

take up major slack in food imports, i.e. in 1976/77 and, indeed, the
 

nation could not feed itself in the absence of a long period of production
 

adjustment (including considerable revision in local tastes and
 

preferences for small grains).
 

The dependence upon food imports that has existed in this country
 

for a long time. In the late 1960s the ratio of value of food imports to
 

value of domestic production was at least 2:1. In 1970 the ratio stood at
 

1.9:1. An irregular fall began as imports were reduced until in 1976 and 

1977 the ratio was reversed and stood at 0.67:1 and 0.61:1 respectively. 

By 1980 the ratio had recovered to only 0.74:1. (No doubt it would have 

been considerably higher except for the effect of great price increases 
on
 

the value of domestic production already alluded to). It is quite certain
 

that the ratio will be calculated at greater than i:1 once 1981 and 1982
 

data are firm, i.e., the ratio will return to its long term historical
 

relationship. This does not that it will return to
mean the 1969 levels,
 

however.
 

The reason why this is unlikely to happen very soon is that there
 

has been a considerable increase in physical production during the past 15
 

years. The biggest gainers have been specialized crops which have moved
 

more and more into export positions: fruits and condiments (does not
 

include bananas). Otherwise vegetables, plantains, yams and other tubers
 

have all shown gains in absolute tonnages of 100 to 200% since 1967.
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The laggards are legumes, cereals and potatoes, all of which increased
 

about 70% in production during the same period
 

Recent MOA data indicate a decline in acres hnrvested since 1978.
 

(E, p.5). Given a longer perspective, however, the 15 year period since
 

1967 generally shows steady increases in harvested amounts of land. The
 

peak acreage was reached in 1978 (as might be expected). In short, a
 
j 

significant percentage of the production increments mentioned, were
 

obtained by expansion of area and not by yield increases alone.
 

Annex D Table 3 summarizes the changes in average production and
 

acreage for major domestic food crop groups. It turns out that the yield
 

of yams has only increased about 15% throughout the 15 year period.
 

about 46% in yield as a group. Ignoring condiments
Vegetables increased 


and fruits, the rest show yield increases of 20-30%.
 

There are certain limitations insofar as import substitution of
 

there is problem of
domestic production is concerned. First a technical 


that is comprised of wheat and
substituting out the share of food imports 


wheat products. Jamaica may naver be self-sufficient in production of
 

such small grains if international comparative advantages are taken into
 

an efficient low cost
account. If it is not possible to produce rice in 


manner, the only substitution possible is with totally different crops
 

as maize or tubers or do without. Since cereals represent roughly
such 


import value, the current range for import substitution is
50% of the food 


narrowed considerably.
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Inspection of data covering a long period of years reveals that red
 

and white meat, fish and various dairy product imports account for the
 

great bulk of the remaining 50 - 60% of annual import food values.
 

Between 1974 and 1980 the "residual" for import substitution, after
 

subtracting the two major categories mentioned, has never had a value
 

greater than J$97M (1978). More generally, the annual range was from J$8M
 

to J$55M. Within these extremes, some scope for relatively small scale
 

import substitution no doubt can be found and may possibly be exploited;
 

anything more major must be sought out in the major categories already
 

discussed. For example rice may be a cereal3 possibility. Jamaica can
 

also produce dairy products, meat and possibly fish. In these cases
 

certain financial, import policy or technical resource constraints must be
 

removed to increase production of these items.
 

4. Large Scale Agribusiness Investment for Import Substitution:
 

Of the crops that seem obvious import substitution candidates, two
 

have been especially criticised as crops that Jamaica should be self

sufficient in: potatoes and onions. These captions have therefore been
 

included in Table III, although no large scale investigations are
 

indicated.
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Table III
 

Relation of Implemented and Proposed
 

Large Scale AgribubinesR Investments to
 

Imports Substitution Possibilities
 

Investment (I of Projects) 
Commodity 
 Implemented 
 Active 
 Other
 

& Finalized
 

Potatoes 

I
 

Onions
 

Rice 

1
 

Dairy
 

Edible Oils 

2
 

Poultry
 

Red Meat 
 12
 

Fish (fresh and canned) 3
 

Inspection of JNIP case 
files indicates that all of the above 
areas
 
are being investigated 
at home a;, business 
scale level. However, the
 
only examples included 
in Table III 
are large scale investigations that
 

appear to be moving along the investment path.
 

Some of the 
proposed Investments 
such as rice and oil 
crops with
 

assistance 
from Agro 21 may take time to 
settle out all the technical
 
details 
in island production. 
 Apparently considerably 
more investment
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could be absorbed in all phases of dairy product production and
 

manufacture but, as mentioned, certain price and import policies may be 
a
 

hinderance, along with lack of cheap feed and fodder.
 

Jamaica has considerable agricultural resources and some improvement
 

in the current food import situation cannot be achieved. The generation
 

of hard data envisaged in this amendment, plus the targeted promotion
 

program, is designed to encourage this improvement and to assist Component
 

II, the production of non-traditional crops for export.
 

C. Constraints to Large Scale Agribusiness Development, Especially in
 

Non-Traditional Productsp Not Covered in Main PP
 

The PP describes a number of constraints to agribusiness development
 

in Jamaica, almost all of which remain equally valid today. In addition,
 

there are barriers to growth of larger scale agribusinesses which are
 

important because of the size of their operations and their unique
 

characteristics.
 

It is not intended that Component II directly address any of the
 

desired structural changes necessary to facilitate the expansion of
 

private sector goals, since the Mission uses the ESF tranches/PL480 as the
 

main vehicle for such initiatives. Among such initiatives currently
 

contemplated for the tranches, are ones which will directly impact this
 

Component: the movement of substantially all agricultural production,
 

marketing and credit into the private sector by 1985 and rationalization
 

of certain GOJ foreign exchange practices (see CDSS FY 1985 p.45 ).
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1. Lack of Preinvestment Financing:
 

The conventional wisdom that larger investors can and
 

will self-finance their 
own prefeasibility studies does not appear valid 

under current Jamaican conditions. Detailed interviews with important 

Jamaican decision makers, who are themselves involved in stalled large 

joint ventures, clearly shows that even extremely knowledgeable 

businessmen with wide-spread contacts lack the capacity 
at critical
 

junctures to create and mesh financial and technical investment packages.
 

This problem is less true in the case of traditional companies where the
 

proposed investments are traditional trading type operations which they
 

have been carrying out for a considerable length of time. The thrust
 

ofthis amendment, however, 
is for the development of non-traditional
 

agribusiness export led crops, where 
large scale Jamaican agribusinesses
 

have less experience.
 

Where the key investors are Jamaican, they do not know the necessary
 

new technology to fully conceptualize a new idea. If a foreign firm is
 

involved, it is unable to obtain hard data about important aspects of the
 

Jamaican situation, data which may be more readily available 
in other
 

countries which are alternative investment sites. As a consequence, it
 

appears that specialized data is demanded by both local 
and foreign
 

experts. This need has been identified by a wide range of decision makers
 

interviewed, and will be addressed by Agro 21 
through Component II of the
 

Project, and other interventions.
 

More than one observer of the Jamaican investment scene, sensitive
 

to the need to get the economy moving at a more accelerated pace, has
 

remarked upon the need for a fund 
to finance preinvestment studies. The
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USAID/J's draft private enterprise strategy paper suggests as one action
 

area to relieve critical pressure points to the development of the
 

Jamaican private sector as: "•..financing for activities designed to
 

improve information flows, such as technical consultancies and feasibility
 

studies." (p. 29) The same document goes on to state: "...Our research
 

indicates that the unavailabilitj of feasibility money is hampering the
 

investment effort in Jamaica." (p. 32) Some of the reasons mentioned are
 

as follows: (italics in original)
 

[Given the Jamaican investment climate], the initial $5,000 to
 
$i00,000 required to confirm and explore opportunities is a
 
sufficient deterrent to send many investors home early.... local
 
investors [are deterred by lack of foreign exchange from]
 
investigation of projects requiring foreign technical experts....
 
The types of foreign firms investigating Jamaica tend to be smaller
 
firms which do not have money for feasibility studies....
 

Quantifying the Problem
 

To quantify the seriousness of this problem, consultants retained by
 
USAID/J asked decision makers in the course of their field work
 
whether they thought the unavailability of feasibility money creates
 
a serious deterrent to new investment.. The answer strongly 
supported the concept that it does: 83% of all respondents [large 
scale] answered yes. 

As a further indicator of the magnitude of this problem, the
 
consultants asked organizations involved in promotion.•. how serious
 
this problem was. All believed it was a serious problem. The JNIP,
 
for example estimated that at least half of all potential investors
 
ended their investigation in Jamaica prematurely.... because of the
 
lack of feasibility money. Loans or advances for this purpose could
 
alleviate this problem. The purpose of this financing is to prevent
 
worthwhile projects from dying early deaths. (pp. 32-33).
 

Using 83% as the high end of the range, promotion experts in the
 

JNIP, JNIC, ADC, and the JNIP were surveyed regarding investors who asked
 

about preinvestment financing. This was done to obtain the "low end" of
 

the range of demand; (recognizing that many firms did not ask because they
 

knew it was not available.) The data on investors involved in large scale
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agribusiness projects isolated
were to determine the demand in this
 

specific subsector.
 

The numbers shown have to be assumed to be representative of a flow
 

rate during some time period; in this case about 
 18 months. These
 

requests come from serious investors, as they are stratified in the 
file
 

records of the organizations. These particular files are only created
 

when substantial interest and 
a capacity to carry out investment projects
 

is demonstrated.
 

On the basis of Table IV, it can 
be seen that approximately 44% of
 

such investors made specific inquiries regarding the availability of
 

preinvestment funding. 
 Thus, it would appear that the level of demand for
 

preinvestment 
 funding from reputable companies exploring investment
 

opportunities in Jamaica is probably from 44% 
to 83% of large agribusiness
 

firms. Given this high range, 
it would appear likely that worthwhile
 

projects are probably dying 
an early death for lack of preinvestment
 

financing incentives. Component II responds to 
this need by providing a
 

grant of up to $10,000 per study, to partially reimburse companies for the
 

cost of prefeasibility studies. 
 Other preinvestment financing is not
 

available under the Project.
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Table IV
 
AGRIBUSINESS INVESTOR DEMKWDFTWFEASIBILITY STUDY SUPPORT
 

SELECTED JAMAICAN SUPPORT AGENCIES
 
(18 months, ending April 1983)
 

Agency 	 Scale of No. of Pro- Specific Requests Data and
 
Proposed jects Recently for Feasibility Ability
 
Investment Studied or Study Support to Under-


Active 	 take
 
Study
 

JNIC Large 20' 4-5 	 yes-some
 
data
 
problems
 

ADC* Large 2 	 no-pro
ject 
stalled
 

JNEC** Large 9 9 	 some
 
data but
 
must
 
contract
 
studies
 

JNIP/Agribusiness
 
Supervisors Various 40%*** very
 

limited
 

Promotion
 
Officers
 
Portfolio:
 
1. Industrial Large 4 	 1
 
2. Food Proc. Large 6 	 2
 
3. Livestock/ Large
 
4. Fisheries &
 

Winter CpsLarge 11 6 at least 
2 stall
ed for 
lack of 
prefeas.
 
subsidy
 

TOTALS 54 24
 

Requests As a Percent of Investment 	Proposals- 24/54 = 44%
 

*ADC estimate covers only last 3 months; data on prior activities not
 
available.
 

** JNEC data covers full scale marketing analysis done for 

companies. Do not do specific feasibility except on request. Full scale
 
studies only undertaken where export potential is significant size.
 

*** Estimate includes companies which did not reach "active" status 
in JNIP files. 

**** Overlaps with ADC data, 
SOURCE: Personnel Interviews; tile data. 

9 
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2. Lack of Strategic Planning at Agribusiness Level:
 

Large scale agribusiness development in Jamaica will
 

depend to a significant extent on the export market because the domestic
 

market is nOt sufficiently large to absorb large volumes of output, except
 

in some instances. Penetration of the export market requires considerably
 

more complex organization, quality control, and volume production than
 

domestic marketing. Thus, coherent strategic planning is a prerequisite
 

for the expansion of the large scale agribusiness sector; but this has not
 

been achieved at either the sector level or, in many cases, the individual
 

firm level.
 

This approach must be seen within the context of the whole Project.
 

Component I of the Project envisaged that most of the economic and
 

employment impact from advancing credit to second tier firms hinged on the
 

assumption that credit will be used for expansion of 
the size and output
 

of existing firms whose present interest is in supplying the domestic
 

market. The large scale agribusiness strategy, Component II, rounds out a
 

global approach to strengthen the whole performance of the sector in terms
 

of what exists and what might exist in Jamaican agribusiness.
 

Agribusiness planning and promotion efforts at the sector level have
 

not been well focused, despite the scarcity of resources available for
 

such activities. Analysis has been disjointed, with energy being devoted
 

to marketing for one product, production problems for another, and
 

processing for still another. 
 The result is a lack of comprehensive
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analysis that synthesizes the possibilities for product development as
 

priority agribusiness
part of a strategic plan which would identify 


products for targeted promotion and investment attention.
 

The most serious constraint is that no mechanism within the GOJ
 

inventory of the factors of productior in
exists to maintain an accurate 


No one Ministry of parastatal organization has the necessary
Jamaica. 


institutional geography for effective strategic planning. Agro 21, as
 

implemented, will address these two constraints, among others.
 

Strategic planning is also seriously constrained by the lack of hard
 

for which Jamaica has a long
data with which to identify those products 


term international competitive advantage. Information on 	 individual
 

a complete
Is not of sufficient breadth to give
non-traditional products 


marketing structure
picture of the chain of production, processing, and 


to which they might be price competitive
and costs to determine the degree 


with imports in the local market or with exports in the external market.
 

Likewise, there are not sufficient hard facts to determine which products,
 

among those which seem competitive, offer the greatest long-term expansion
 

capacity. Consequently, products are currently promoted and granted
 

judgments of their apparent
incentives on the basis of subjective 


as "...a coordinated plan of action

* 	 Strategic planning is defined 

Sector Strategyto reach stated goals," in T. Craig & D. Shaw, A Private 


for USAID: An Integrated Approach to Private Sector Development in
 

Jamaica, July 12, 1982, p. 17, Agribusiness Associates, Inc. This paper,
 

done for the Mission, addresses the probltm described above.
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benefits; an insufficient basis on which to conduct strategic planning.
 

Until Jamaica is able to carry out product level analysis to generate hard
 

data on the entire chain of production and marketing, the effectiveness of
 

its agribusiness thrust will remain in doubt.
 

Almost without exception, outside investors commonly request hard
 

data from the JNIP, ADC, and JNIC when they approach these entities
 

regarding potential investment projects. The lack of data increases the
 

uncertainty of the investment potential and discourages investors from
 

pursuing projects. Much of the dmtR ordinarily generAted by sector level
 

strategic planning of commodities is needed by companies, but the
 

information cannot reasonably be obtained by private companies themselves.
 

The potential L'bor constraint in the current unfocused agribusiness
 

strategy is an illustrative case in point. Some of the agribusiness
 

products which have received considerable attention in Jamaica contain a
 

significant labor component at the production level. Both coffee and
 

winter vegetables, for example, are very labor intensive at the production
 

stage. In fact, the agribusiness sector already has a strong linkage with
 

small farmers, because of the labor Intensive characteristics of a number
 

of crops they process. In 1981, 59% of large scale agribusinesses had
 

direct linkages with small farmers, principally as purchasers of the
 

farmers' output. It is not inconceivable that investors may find
 

field workers in short supply during harvest periods. Companies planning
 

agribusiness investments involving products with a high labor component
 

need data regarding not only the costs of agricultural
 

*B. Smith & Ministry of Agriculture, "Large Scale Agribusiness Case
 
Study Survey," 1981; hereinafter called: "Agribusiness Case Study Survey."
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labor, but also information about labor availability and other projects
 

which might increase demand for labor, so they can make life-of-investment
 

projections regarding the probable cost and availability of farm labor and
 

processing workers. This type of data cannot be generated by companies
 

themselves, but its unavailability will seriously constrain their
 

enthusiasm for investment.
 

The lack of hard data also impedes the type of long term planning
 

which would allow the country to see where a direct intervention might
 

reverse its non-competitive position so that *a viable industry could be
 

created or new life breathed into an existing one. Hard data based
 

strategic planning analysis allows planners to identify where it is along
 

the production chain that competitiveness is lost. On the basis of this
 

information, strategies can be assessed regarding the potential for
 

overcoming the problem through an appropriate intervention that would be
 

cost-effective. Such hard data can emerge from both company feasibility
 

studies as well as commodity level analysis. Removal of barriers,
 

however, often requires public intervention because of their size or
 

nature. Irrigation in Jamaica is one much potential area. Both dairy and
 

beef investments have been suggested for the agribusiness sector, but some
 

studies have not been optimistic regarding the profitability of the
 

investments. Strategic planning analysis would disclose the impact that
 

new or revamped irrigation could have on fodder production and the use of
 

pasture lands to reduce feed costs in affecting the competitiveness of
 

these industries. An Irrigation project, however, might require public
 

involvement because of itn size. Therefore analysis of its potential
 

would have to be undertaken on a sector level, since agribusiness could
 

not afford such an investigation unless it involved a small system.
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3. Lack of Expansion Capacity by Large Scale Agribusinesses
 

Although an important element of the GOJ's agribusiness
 

strategy is that larger scale agribusinesses lead the way in export led
 

investments, it is doubtful they will be able to do alone.
much For
 

products that they have traditionally produced, there is a significant
 

number for which they lack an international competitive advantage. 
 A
 

total of 44% of these firms estimated that, although they 
were interested
 

in exporting their products, they could not do 
so because of the lack of
 , 

price competitiveness. This is the 
result of several factors. First,
 

except for a number of traditional commodities, the agribusiness sector
 

has been oriented toward production for the domestic market. 
 Private
 

firms have often received high rates of effective protection in the form
 

of low tariffs on imported raw materials and high tariffs on competitive
 

imports. This has resulted in a 
sector highly dependent on imported
 

inputs. 
 At the same time it is insulated producers from external
 

competition 
 to encourage efficiency. Consequently, a significant
 

restructuring of production is necessary before scale
large Jamaican
 

agribusinesses will be able substantially penetrate
to 
 the international
 

market with traditional products.
 

With regard to the export development of non-tradit i aal
 

agribusiness products, preliminary data would 
indicate tiiat several large
 

scale Jamaican agribusinesses quickly entered 
into export investment
 

projects with the change of governments. In fact the majority of 
such
 

investments were made by Jamaican firms alone without outside 
equity
 

participation by foreign companies. 
 These projects appear to be the more
 

*"AgribusinessT se Study Survey", p. 24.
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easily identified opportunities which involve relative simple technology,
 

for which there are not a great number. Since this initial phase,
 

however, Jamaican agribusiness firms have played no significant role in
 

the development of newer projects which would require exporting. Data
 

would indicate that foreign firms are now taking the lead in the
 

investigating new projects, with Jamaican companies having a minimal
 

role. Discussions with companies themselves and agencies in charge of the
 

promotion of such investments reveal that the large scale Jamaican
 

agribusinesses themselves do not necessarily have a strong capacity to
 

develop projects in non-traditional products for which they and other
 

companies on the island have little experience. They lack a knowledge of
 

the technology involved, the international marketing system, international
 

demand for the product, their price competitiveness, as well as market
 

access for selling the goods abroad. This seriously constrains their
 

ability to develop feasibility studies to fully identify investment
 

opportunities in new products. Thus, a reliance on large scale Jamaican
 

agribusinesses to create a dynamic export led agribusiness sector, without
 

outside help, is unrealistic.
 

4. Need for and Difficulties of Attracting Small and Medium
 

Enterprises from Abroad
 

In all likelihood, Jamaican agribusinesses will need
 

assistance from foreign companies in order to penetrate export markets.
 

One survey of large agribusinesses in Jamaica found that they had
 

identified approximately 39 product areas in which they thought there were
 

agribusiness investment opportunities. Of these areas, however, the
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respondents estimated that 82% 
of this number would require exporting and
 

the same percentage 
would require technical and financial assistance to
 

develop. Likewise, 25% of the firms noted the 
difficulty in even finding
 

appropriate new technology for their product lines.
 

International firms of 
the size of the Fortune 1000 will have 
some
 

interest in participating in some agribusiness investment projects 
in
 

Jamaica. Also foreign companies of a smaller scale, small and medium
 

sized enterprises (SMEs) in 
U.S. or European terms, are appropriate
 

investors. Such firms also have 
technology which is appropriate to
 

investment in Jamaica as well 
as knowledge of mal'Kets and access 
in those
 

markets to established ditribution channels.
 

The attraction 
of U.S. end European firms, however, must surmount
 

barriers. U.S. firms, 
 except for those of the Fortune 1000 size,
 

generally do not have 
a great deal of experience in investment outside
 

their regioal markets. Such U.S. firms 
operate in regional markets in
 

the U.S. or have a well-connected and large national market, with a
 

unified communication and transportation system free of intervational
 

financing, transportation, and customs requirements. 
 While similar
 

European firms do deal in 
an "international" it is
market, generally
 

restricted to the European Community which has 
a well integrated system
 

involving small distances.
 

*"Agribusiness Case Study Survey", pp. 17, 19.
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In one survey of SME agribusiness firms in the U.S., approximately
 

50% of them expressed an interest in getting involved in the international
 

market, but only half that number had any experience; mostly in the form
 

of exporting; not production. The majority of firms expressed their
 

reluctance to make foreign investments because of their lack of knowledge
 

of how to do business abroad, the uncertainty involved in operating in a
 

foreign environment (especially in developing countries), the lack of
 

personnel and capital to assign to foreign investment opportunity
 

analysis, and the high fixed costs involved in looking for foreign
 
,
 

opportunities.
 

Any involvement of such firms in international operations generally
 

progresses through several phases. The first is that an SME will
 

undertake exporting, generally through an intermediary broker. This is
 

the most common and the end point for most SHEs. Subsequently some will
 

get involved in licensing or management agreements, generally in Europe if
 

they are a U.S. company. The least common form of participation is that
 

of joint ventures--given the difficulty of finding suitable partners, the
 

risk involved, the amount and difficulty of monitoring the foreign
 

operation, and the amount of investment necessary.
 

Thus, to involve foreign SMEa in international investments requires
 

a sophisticated and effective promotion program. When trying to attract
 

such firms to a developing country, the promotion must be even more
 

* W. Scofield & B. Smith, Survey of U.S. SMEs, 1980 for 

AID/S&T/AGR/AGR; a study by A.[. Little, Inc. done for AID/LAC/DR came tr 
the same conchtisions; see also: Devres, lic. "Technology and Management 
Needu of Small and Medium Agro-Induatrial Enterprises in Jamaica, June,
 
1981, p. 83.
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effective and the opportunities even more attractive because of the
 

increased risks perceived by the investor in an LDC environment. To date
 

the Jamaican promotion program has concentrated more on a "shotgun"
 

approach, with inadequate attention to target certain industries and then
 

focus promotion efforts on foreign SMEs that might be attracted to invest
 

in their own product line for which SMEs have the technology and market
 

information. Nor has the hard data been available on which they could
 

determine the desirability of taking a closer look at investment
 

opport-inities.
 

5. Foreign Exchange Situation:
 

While the scarcity of foreign exchange continues to be
 

a serious constraint to normal business operations, the increased use of
 

multiple exchange rates has introduced increasing uncertainty into the
 

system. Recent decisions of the GOJ have the characteristic actions which
 

LDC governments go through to delay an unevitable devaluation, which only
 

heightens uncertainty and discourages business investment and proper
 

adjustments.
 

The GOJ currently maintains three rates of exchange: the official
 

rate of $J 1.78 per US dollar, the parallel rate of approximately $J 2.65
 

per US dollar, and a rate for CARICOM trade of 0J 2.20 per US dollar. A
 

quota system imposes restrictions on imports, and foreign exchange
 

obtainable at the official rate is rationed. Firms may purchase foreign
 

exchange at the official rate in the amount of 80% of the value of their
 

1982 imports. Additional needs for importing must be obtained al the
 

parallel rate.
 

* See Craig & Shaw, "A Private Sector Strategy for USAID: An
 

Integrated Approach to Private Sector Development in Jamaica," pp. 66-67.
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Traditional exports are exchanged into local currency at the
 

official rate. Non-traditional exporters can turn in a maximum of 50% of
 

their foreign exchange to a commercial bank and then use that to cover
 

needed imports, or sell it to an approved purchaser at the parallel rate.
 

Where a non-traditional exporter has been able to certify itself, it can
 

belin to obtain imports at the official rate. Currently Jamaican
 

businesses are buying about 24% of their own total inports on the parallel
 

market.
 

The current system results in an effective export tax on traditional
 

agribusiness exports of sugar and bananas (both of which have had a great
 

fall in production for other causes as well). The allocation of foreign
 

exchange by the GOJ discourages efficient import substitution, since
 

companies fear that the government will use the quota system to allow
 

inexpensive competitive food imports at the subsidized official rate.
 

Companies are unwilling to enter into foreign currency denominated
 

loans, not knowing what the rate of devaluation will be. The Export
 

Import Bank of the United States has a $US 15 million line of credit to
 

Jamaica, for example, which can be tapped for the importation of U.S.
 

goods. It has remained almost entirely inactive for a year and a half
 

because the credits must be in U.S. dollars. Businessmen are not willing
 

to assume the devaluation risk; nor are the commercial banks. Likewise,
 

even if firms are willing to expect to absorb the devaluation risk, the
 

current system gives them no reliable guidelines from which to estimate
 

the absolute size of the cost or the future predictability of the cost
 

which could be built into their pricing structure over a reasonable
 

investment horizon. Thus, the uncertainty of the exchange system tends to
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discourage investment in which local companies must assume hard currency
 

denominated loans.
 

6. Public Sector Role in Agribusiness Development:
 

There is a constant tension in Jamaican society, which
 

enters directly into the 
political process, regarding the proper role of
 

the public and private sectors in productive activities. It has been
 

argued that the private sector is so conservative and inefficient that the
 

public sector must be the principal vehicle of productive and dynamic
 

growth in the economy. Conversely, it is asserted that the public 
sector
 

is incapable of playing that central role and that the 
private sector is
 

less dynamic than it could be because of government policies and its
 

interference with the market mechanism.
 

These opposing pressures manifest themselves in a constant conflict
 

as interest groups advocate a widening and narrowing role for the public
 

sector, and its role fluctuates according to the circumstances of the
 

moment and the policies of the party in 
power. As the PP points out in
 

some detail, public sector involvement in agribusiness has been very
 

substantial, and on balance quite negative. The marketing boards' control
 

of external marketing of traditional agribusiness products, for example,
 

has operated so that the public 
sector has captured the value of the
 

parallel exchange rate. Although 
they can sell traditional export
 

products abroad at the parallel rate, 
the benefits have not generally been
 

passed backward to farmers in the form of higher prices.
 

The private sector, including potential foreign investors,
 

constantly watch government actions to 
assess swings in policy which may
 



33
 

affect them. While this 	 adds to the already substantial political
 

the country, the high expectations which were
uncertainty which exists in 


created when the current government took power have created heightened
 

demand for rapid change in the economic conditions of the country. While
 

substantial investment has already been made in the private sector, there
 

are time lags between initial promotion of private investment and final
 

implementation of projects--often from two to three years. Because of the
 

unrealistic expectations, however, pressures are increasing for the public
 

sector to reassert itself and again take a more direct and-active role in
 

productive investment, especially in the area of larger scale
 

agribusiness. The implementation of Agro 21 will be an effective private
 

sector response to these pressures, in combination with JNIP as the
 

promotional arm of the GOJ's agricultural thrust in relation to Agro 21
 

activities. Support and strengthening of the JNIP by Agro 21 efforts is
 

essential for the GOJ to maintain its private sector thrust which the
 

Mission supports.
 

and
The JNIP has established itself an able to facilitate foreign 


domestic investment in the country an underscored by the level. of
 

involvement it has had in investments, at the request of private companies
 

themselves. In recognition of the fact that promotional activities
 

associated with new private 	sector investment must be accelerated to an
 

even greater degree, JNIP has itself undertaken a number of organizational
 

in New York,
changes. It is in the process of creating foreign offices 


Toronto, Miami, and London, with a part time representative in Washington,
 

D.C. Likewise, it has reorganized its internal administration to
 

consolidate functions so that there is a greater integration of
 

functions. (See Annex C for JNIP organization).
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D. Large Scale Agribusiness Sector Strategy
 

Jamaica has historically relied upon traditional exports,
 

whether sugar in the pre-independence period or bauxite in the current
 

era, along with tourism, to subsidize its consumption patterns and
 

industrial expansion. This has been accomplished through an exchange and
 

import control system which has taxed traditional exports, including
 

agribusiness exports, and held low the import prices of consumer food
 

items and industrial inputs. Now foreign exchange earnings from tourism
 

and bauxite are unable to keep pace with the growth in demand for food and
 

raw meterial imports; the traditional system has been put under
 

substantial pressure.
 

A considerable amount of industrialization has taken place but it is
 

not very export oriented. To compensate for reduction in bauxite earnings
 

the country has looked for alternative sourcus of foreign exchange
 

generation and savings which would diversify the foreign exchange base of
 

the economy and lessen its dependence upon such a few sectors to sustain
 

its living standard. Within this broad context, agribusiness is
 

considered to be the obvious sector for development to help fill the
 

foreign exchange gap through the expansion of agroindustrial exports. Due
 

to the labor intensive nature of some agricultural and processing
 

activities the agribusiness strategy is a way to achieve both foreign
 

exchange and employment objectives at the same time.
 

As an integral part of this strategy, Jamaica has recognized that
 

the agribusiness sector does not have the technology, market access, or
 

investment resources sufficient to generate the level of dynamic,
 

accelerated growth that is necessary. Consequently, a heavy emphasis is
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needed to attract foreign companies, which possess these resources. In
 

order to ensure that Jamaica captures a fair portion of the benefits of
 

the sector and preserves its control over much of its natural land
 

resources, foreign companies will be encouraged to form joint ventures
 

with Jamaican firms, although wholly foreign owned operations are also
 

permitted.
 

Two factors inevitably draw the public sector directly into the
 

promotion of the strategy. First, Jamaica has recognized that accelerated
 

foreign private investment will not result without a subsidy or incentive,
 

especially in the case of non-traditional agribusiness products where the
 

profitability of the activity is less certain. Countries such as Japan,
 

Brazil, South Korea, and Taiwan, which have achieved impressive export
 

targets have all provided incentives to the private sector, including
 

foreign firms, during these periods. Likewise, the GOJ also recognized
 

that as a consequence of the policies of prior governments, it now is
 

owner of some of the best agricultural lands in the country and the
 

largest landowner on the island. Thus, it cannot escape the fact that it
 

must devise and administer some system for the utilization of these
 

properties.
 

The private agribusiness sector has in many cases urged a greater
 

concentration on integrated large scale agribusinesses, if this sector is
 

going to be targeted for priority development. Since the linkages between
 

farmers and processors have been rather weak, some backward integration
 

into production will be a part of large scale, non-traditional
 

agribusiness projects--particularly in those projects which are not labor
 

intensive at the production stage, so that such integration will not
 

adversely affect the employment of agricultural workers.
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E. Related Activities by USAID and Other Donors:
 

The activities of this amendment are complementary to the
 

on-going agricultural programs of the Mission and other activities within
 

the country. Since there is no credit component it is consistent with
 

programs of AID's Bureau of Private Enterprise (AID/PRE) in terms of its
 

Productive Credit Gurantee Program (PCGP) guarantee activity, its program
 

with Life of Jamaica, and the Latin American Agro-industrial Development
 

(LAAD) program in the country. Likewise, the current plans to create an
 

investment bank which is being studied jointly between the Mission and
 

AID/PRE Bureau will complement the project amendment, if implemented.
 

The prefeasibility fund does not compete with the programs of
 

Overseas Private Investment Corporation (OPIC), AID/PRE, or the Trade and
 

Development office of AID (AID/TAD). The OPIC fund is restricted to U.S.
 

firms, so it would not be available to Jamaican companies or other
 

companies, unless they were in a minority position in a joint venture with
 

a U.S. company. The AID/PRE program reverses the OPIC requirements, in
 

that a Jamaican firm must be the majority owner in the proposed project.
 

Finally, the TAD program requires that there be a significant potential
 

for U.S. exports before it can finance a study.
 

F. Beneficiaries:
 

The direct beneficiaries of the project amendment will be
 

large scale Jamaican agribusinesse, and foreign companies interested in
 

investing in agribusiness in the country. While these are important
 

beneficiaries, the Project is designed to capture significant benefits
 

which will have widespread secondary impacts. First, the generation and
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saving of foreign exchange through efficient export and import
 

substitution agribusiness will benefit the total Jamaican society. Needed
 

foreign exchange will be available to finance inexpensive food imports
 

where domestic substitution is not efficient, thereby providing a
 

stabilizing element in the cost of food to consumers. Likewise, a higher
 

level of imported inputs for industry can be attained, which will generate
 

greater demand for industrial labor. The overall increase in economic
 

activity from increased availability of foreign exchange will also have
 

beneficial impacts on the society itself.
 

The direct employment benefits from the project amendment should
 

also be substantial, at a relatively modest capital. intensity. It is
 

estimated that approximately 8,810 new jobs will be created in the
 

agribusiness sector through the project activities, with an average
 

investment per job place of approximately US$ 8,481. About 26% of the
 

jobs will come in processing and 74% in production. In addition a number
 

of jobs will be created indirectly through linkages with small firms who
 

produce inputs for food processing plants and activities.
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III. PROJECT DESCRIPTION:
 

A. Project Strategy
 

Within 
the context of the overall GOJ strategy and the
 

considerations which have 
shaped it, the aim of Component II is to remove
 

constraints to the development of non-traditional agribusiness products.
 

The traditional products little
need additional support--larger domestic
 

and very large foreign companies who need no assistance have already
 

entered this 
area and have initiated serious investment activities. The
 

non-traditional products, (for which foreign 
companies are essential),
 

however, require a considerable amount of support.
 

As made clear in the prior 
section, Jamaican agribusinesses are
 

interested in non-traditional investments 
but recognize their weakness in
 

technology and market access 
to carry out such investments. A marriage
 

between Jamaican and foreign companies can promote this strategy, if the
 

necessary, critical elements 
can be brought together. The will and desire
 

on the part of Jamaican large scale agribusinesses would seem to be
 

present. While only 15% of 
them were involved in joint ventures in 1981,
 

a total of 50% of the companies surveyed indicated that they had seriously
 

considered it. This 
 Project, as implemented, will provide the
 

opportunity for additional joint ventures.
 

The basic thrust is to approach large scale agribusiness development
 

through a strategic planning approach. 
 The Japanese have demonstrated how
 

targeting certain 
product groups and focusing resources towards the
 

creation of a comparative advantage in these products 
can produce a
 

significant long-term advantage in the international market. Jamaica has
 

"Agribusiness Case Study Survey," pp. 14-16.
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such limited resources that competitive planning under any circumstances
 

is the essential approach to expand export agribusiness.
 

Such an approach will have three major requirements to be
 

successful. The project amendment is planned that the separate
so 


elements imply the progressive development of three specific phases, each
 

of which folds into the next in an integrated manner.
 

In the first phase, Agro 21 generates adequate information which
 

will be needed in order to determine in which agribusiness products
 

Jamaica reasonably appears to have long-term international competitive
 
,
 

position. An ongoing product of Agro 21 is the in-depth development of
 

subsector profiles linked as a whole to the National Strategic Frogram.
 

Using these economic/technical/strategic evaluations as a foundation, the
 

promotion efforts of JNIP can be given additonal focus and effect, which
 

will have a lasting impact upon the economic growth of Jamaica.
 

In the second phase, this hard factual information is fed into the
 

J?'IP promotion system which actively seeks companies having the technology
 

and market access who may be able to develop the activities on the island
 

(generally in collaboration with Jamaican firms, wherever possible). It
 

is highly unlikely that selected firms can be attracted through a passive 

promutCon system which relies on non-specific information dissemination or
 

* S. Skogstad in "Private Enterprise Strategy Paper-Draft," August 

1982, pp. 29-30 points out the critical importance of better information 

flows, lie identifies as one of the 6 critical pressure points to the 
development of the private sector: "... . Financing of activities to
 

improve information flows, such as technical consultanoies and feasibility
 
studies." lie likewise points out the necessity of detailed studies to
 

determine the viability of investments. For the importance of targetting
 

efforts, see Craig and Shaw, "A Private Sector Strategy for USAID: An
 
Integrated Approach to Private Sector Development in Jamaica," p. 57.
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generalized promotion efforts. The promotion will have to identify
 

specific companies and then 14wus promotion efforts on those companies.
 

The final phase of the strategy involves an incentive to attract
 

firms which have been targeted in the promotional phase as potential
 

investors. Its objective is to introduce the 
incentive where it will be
 

most effective, but low cost. Traditionally, Jamaica and a large number 

of other countries have promoted 
 domestic production via production
 

subsidies which may support rural forth more
incomes, pull production, or
 

both. Either way production appears more profitable than it would
 

otherwise be. During the 
 1970. this effect was achieved in Jamaica
 

through import protection. 
 The real cost to society of such subsidies are
 

enormous, even though they do not flow through the public sector, because 

of the high costs the majority of consumers pay for these products.
 

Moreover, the long term 
consequence is entrenchment of inefficient
 

domestic industries, or small operators, 
rather than the creation of a
 

production vehicle capable of dynamic growth.
 

The incentive takes the form of a preinvestment subsidy for 

prefeasibility studies. The subsidy is available at the critical point
 

where many companies 
turn away from further investigation; i.e. at the
 

initial stage of I nvcstigatLion of opportunities. The incentive is 

designed to encourage firms to find whether or thereout not really is a 

profitable investment opportunity. That is to say, it is designed to 

encourage efficient projects caninvestment that stand on their own two 

feet over the long-term. In the end, thi; will minimize the social cost 

of the subsidy by placing long term productive agribusinesses on a solid 

growth oriented basin. 
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B. Project Elements
 

1. Summary
 

The borrower will be the GOJ. The executing agencies
 

will be Agro 21, JNIP, and ACB. ACB will administer all Project funds,
 

and will disburse funds based upon the authorization of the appropriate
 

executing agency: Agro 21 for all funds allocated to the strategic
 

planning program, including training, the prefeasibility study fund, and
 

for certain commodities; JNIP for funds tu be used for the foreign
 

industry targeting program including training and certain commodities and
 

ACB for other Project funds. The use of ACB to administer all Project 

funds is consistent with the previously approved Component I of the
 

Project and represents the administratively viable procedure for USAID/J.
 

The project amendment will significantly augment the strategic
 

jiina1ng program within Agro 21 which will identify subsector and 

comuxodity groups with Int-rnational competitive potential. Secondly, a 

iorvign Industry targeting program will be established within the JNIP for 

the identification of specific foreign companies which have technology and
 

maiket access, which Jamaican firms lack, in products which have been 

idHnt-lfled in the strategic planning program as Internationally price 

competitive for Jamaica. Finally, a prefeasibiltti study fund will be 

administered by ACB under the authority of Agro 21 1iihch will provide 

modest grant funds to companies which have an established reputation, have 

a demonstrated access to investment capital, and have shown a willingness
 

to 
seriously consider an investment in agribusiness in Jamaica.
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2. Detailed Description:
 

a. Overview:
 

The operation of Component 11 is diagrammed at 

Table V. First, Agro 21 will prepare strategic plans for up to twenty 

agricultural subsectors and commodity groups. Information thesefrom 


strategic plans will be provided by Agro 21 to JNIP, which will act as 
the
 

marketing arm, or account executives, for Agro 21. This information will
 

be organized into crop specific "cookbooks", which will facilitate the
 

matching of investors with proposed projects. Next JNIP will target and
 

promote foreign investors. The result of the promotion activities by JNIP
 

will be requests by foreign investors to Agro 21 for authorization to
 

proceed with prefeasibility studies. Promising prefeasibility studies
 

will be followed by investor financed feasibility studies, as authorized
 

by the Agro 21 steering committee. ACB will assist investors by providing
 

J$ from counterpart funds, outside the Project, for investment in projects
 

identified through the feasibility studies.
 

All AID Project funds, consistent with
 

Component I, will be administered by ACB, and will be disbursed upon the
 

authorization of the applicable executing 
 agency. For example,
 

disbursements for prefeasibility studies will require the authorization of
 

Agro 21.
 

Each element of the Project is described in
 

detail next below.
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b. Strategic Planning Program:
 

The strategic planning program is sited within
 

Agro 	21. The Agro 21 technicians under the program will be involved in
 

the research and development of the program. The program will focus its
 

effort on carrying out analysis of 15 to 20 subsectors and/or agribus' ess
 

products for which there is preliminary evidence that the country has or
 

can achieve a international competitive position or efficiently substitute
 

large 	levels of imports.
 

To maximize the output of the program, the first phase of any
 

product analysis will be to collect and survey all of the data and studies
 

already available on the product. On the basis of this background
 

information, the team organized for each specific product analysis will
 

then develop an outline of the precise information which must be generated
 

in order to determine a long-term competitive profile and to achieve an
 

effective promotion of companies capable of investing in the opportunity.
 

The work will then be assigned to team members to carry out and short-term
 

consultants will be brought in to carry out the parts of the analysis for
 

which local capacity does not exist. Once the analysis and evaluation are
 

completed, a decision will be made within Agro 21, in consultation with
 

private sector organizations, as to the advisability of continuing further
 

development of the concept.
 

The strategic planning program will be assigned top priority by Agro
 

21 for two years. This is based on the premise that once the program has
 

structured the available asset base, the agribusincss sector will have
 

made major advances in achieving operations planning and should be able to
 

proceed with only continuing, routinized consultation with Agro 21.
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The strategic planning program will substantially augment Agro 21's
 

capacity for carrying out in-depth, essential subsector and commodity
 

group profiles. A partial list of 12 tentative subsectors and 29
 

commodities, by groups, for analysis is contained at Annex H, as provided
 

by Agro 21. The analysis of each subsector is intended to identify and
 

integrate all the various commodity components of the subsector, to
 

pinpoint opportunities for vertical integration within the subsector, to
 

determine the nature of satellite businesses related to specific
 

commodities, and to analyze linkages among subsector--for commodities in
 

which Jamaica can develop an international competitive position.
 

Because of the ambitious and potentially complex nature of certain
 

analyses, the time required for any specific analysis cannot be estimated
 

with exact precision in advance. However, in the opinion of Agro 21, six
 

person months per subsector/commodity analysis (120 person months in total
 

for 20 commodities anti/or subsectors, split 1/3 expatriate 2/3 local
 

consultants) of shorL-term technical assistance, on average, is
 

reasonable, given the number of commodities to be done within a subsector
 

and the necessity for analysis of linkages among subsectors. A long-term
 

expatriate technical assistant will be hired for two years to manage the
 

Strategic Planning Program. This person, because of his familiarity with
 

all of the subsector analyses, will be of great assistance in linking the
 

analyses and in identifying potential weaknesses in the interrelationships
 

among analyses. Supporting the manager, will be two local hire
 

assistants, who will be responsible for the detailed preparation of the
 

studies including content, format, and supervision of the consultants'
 

activities inlcuding effective coordination and scheduling with
 

participating GOJ agencies, private sector firms, and individuals.
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To illustrate a typical analysis, the dairy subsector has two
 

principal commodities: milk and meat. currently., most beef and most milk
 

is improted and the GOJ has to rationalize its pricing policies for dairy
 

products. This subsector analysis will identify not only the areas where
 

Jamaica can develop an international competitive position, but also those
 

areas where, consistent w;ith Mission and World Bai.k strategy, certain
 

changes must be made first to get a competitive position. The
 

identification of these latter areas, or inappropriate investments is very
 

beneficial since it will stop some of the carpetbagging which is going on,
 

where promoters are trying to sell ideas and technologies that are
 

inappropriate for Jamaica.
 

From milk, various byproducts are derived such as butter, all of
 

which is currently imported, and cheese. Meat is also imported, but
 

Jamaica wishes to determine whether its national goal of developing
 

self-sufficiency in meat for local consumption is appropriate. Assuming
 

so much meat per person, how many cattle are needed and how much pasture?
 

How are the herds to be developed, by importation or by embryo
 

transplant? If the herds are developed rapidly will the pastures support
 

the size of the herds? Are the necessary food supplements available? Can
 

the local processing plants and storage facilities handle the number of
 

animals killed on a monthly basis? Is the national goal cost-effective,
 

and, if so, which strategy within the subsector is most cost-effective?
 

The question of adequate food supplements for cattle feed leads to a
 

linkage with the grain subsector because many of the grains can be used
 

for feed and/or as a feed supplement.
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It is not anticipated that any one consultant will or should be
 

broad gauge enough to do all aspects of a subsector analysis. Rather a
 

variety of consultants will be used, as dictated by the needs of the
 

applicable analysis. In the dairy analysis, a local hire consultant would
 

provide background on traditional Jamaican practices, and one or more
 

expatriate consultants would identify the best practices in other
 

countries, which might be capable of transfer to Jamaica. Other
 

specialists which may be necessary for the analysis would include a
 

nutritionist, a pasture specialist, a geneticist, a marketing specialist,
 

and an economist.
 

It is anticipated that other members of Agro 21's permanent staff
 

will also assist the Strategic Planning Program, and that some staff
 

members will require training to maximize their participation in the
 

program.
 

c. Foreign Industry Targeting Program:
 

The foreign industry targeting program of JNIP
 

will continue to concentrate its efforts on attracting to Jamaica foreign
 

companies which possess the technology and market access in those products
 

which have been identified through strategic planning as offering Jamaica
 

a long-term competitive position in the international market. The team
 

carrying out the program will coordinate their work with the Agro 21
 

strategic planning program to jointly determine which commodities should
 

receive targeted promotion.
 

Selected companies are to be contacted by the promotion team and
 

interviews scheduled at their home offices with their chief executive
 



48
 

officer and his staff. Presentations will be based on information
 

generated in the strategic planning program.
 

If, after presentation to a firm, the promotion team is favorably
 

impressed with the company and the company manifests a significant level
 

of interest in investigating further, the team can provide information
 

regarding the availability of the prefeasibility fund. If the company was
 

then interested in further investigating an investment opportunity in
 

Jamaica, the team could in zoordination with Agro 21 work with the company
 

to come to an agreement with regard to content of the prefeasibility
 

study, for approval by Agr,. 21.
 

The foreign industry targeting program would be provided with a
 

mininimum level of short-term expatriate assistance in the form of 3
 

person months and no long-term assistance. The short-term assistance
 

would involve a foreign promotion expert to conduct a short course in the
 

identification of commodity specific firms, screening firms, contacting
 

foreign companies for promotional presentations, and data/information
 

oriented promotional presentation methods. The expert would then work
 

with the targeting team in its first two commodity promotion efforts in
 

order to give them on-the-job training.
 

The Jamaican targeting team would consist of a Jamaican promotion
 

expert and an agroindustrial engineer. These two technicians will be
 

trained by the short-term advisor and will then provide the program with
 

expertise for 5 years.
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d. Prefeasibility Fund
 

The prefeasibility fund will be administered by
 

ACD under the approval authority of Agro 21. This procedure will take
 

advantage of the administrative system already organized under the Project
 

as well as the foreign technical assistamce that is being provided under
 

Component I to train staff in administration of preinvestment funds in the
 

ACB Unit. A financial analyst/accountant will be assigned to ACB to
 

maintain Project records and to act as liaison with Agro 21 and JNIP for
 

all Project disbursements under Component II.
 

The fund will provide a grant of up to $10,000 to companies which
 

are willing to conduct prefeasibility studies of large scale agribusiness
 

projects. This would probably represent from one-fourth to one-third of
 

the cost of a prefeasibility study. The funds cannot be used to cover the
 

the prefeasibility
international travel of the company staff carrying out 


studies. Firms eligible for the fund would include those which aro
 

at more than one million U.S. dollars,
classified as having assets valued 


at book value.
 

The JNIP Agribusiness Division in conjunction with Agro 21 would
 

screen the applicants to ensure their creditworthiness, their demonstrated
 

potential for actually investing through access to capital to implement an
 

investment, and prior business experience. The company would present a
 

concept paper of the investment and an outline scope of work for the
 

before companies
prefeasibility study, which must be approved by Agro 21 


will be given access to the grant. After approval the companies may use
 

whomever they wish to carry out the prefeasibility study. Upon
 

satisfactory completion of the study and evaluation of it by Agro 21, the
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firm will be reimbursed up to US$10,000. The screening and approval
 

process is to be kept simple so that the incentive does not require so
 

much time to obtain approval that it loses its effectiveneso. If the firm
 

decides not to proceed further, then the completed prefeasibility study
 

becomes public information. Agro 21, JNIP and other Jamaican agencies may
 

use it for any promotional or investment purposes.
 

The total amount of the Pre-feasibility Fund will be US$l,125,000 of
 

which $925,000 is a loan by AID and the rest a GOJ contribution.
 

e. Training
 

Component II will also provide minimal funds for
 

training of both the Agro 21 and the JNIP staff. For Agro 21 it is
 

anticipated that experLs will be brought in on a short-term basis for
 

specific training needs and staff members will make short course training
 

trips abroad. For the JNIP staff, it is anticipated that staff will
 

attend conferences, workshops, and undertake foreign observations where 

necessary to improve their general promotion skills as well as their 

knowledge about commodities for which they will be promoting. 

f. Anticipated Results: End-of-Project Status: 

The above project amendment elements will result
 

in a total new investment over a 5 year period in the amount of J$198
 

million, creating 8,810 new jobs; the JNIP will have improved its
 

promotional methods and capabilities through foreign industry targetting,
 

a function that will be continued by the JNIP; the country will have
 

developed a strategic plan for the large scale agribusiness sector; the
 

strategic planning program will have terminated, having completed its
 

function with the development of a self directed and dynamic large scale
 

agribusiness sector.
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IV. SUPPLEMENTARY ANALYSIS
 

A. Institutional Analysis
 

1. Alternative to Strategic Planning and Foreign
 

Industry Targeting Programs
 

The most viable alternative to the proposed strategic
 

planning and foreign industry targeting programs is to let the promotion
 

System continue in its current mode of operation. The approach would be
 

to rely on market forces to sift out the most profitable investment
 

pattern, rather than rely on strategic planning to target commodities and
 

foreign companies for focused promotion as quickly as possible.
 

The current system is having an effect and is generating investment
 

from both Jamaican and foreign sources. The pace of large scale
 

investment is not nearly faat enough to produce the results necessary to
 

provide the political stability which is needed. The amendment seeks to
 

provide a more direct mechanism which will accelerate the investment
 

process in the agrobusiness sector, and round out and add to the domestic
 

market expansion of the second tier program in order to achieve foreign
 

exchange and additional employment benefits, and bring about greater
 

political stability and a favorable self-perpetuating investment climate.
 

2. Analysis 	of Implementing Institutions: 

The project paper provides a complete analysis of both 

the ACB, including a description of the Agroindustrial Development Unit, 

and the JNIP. The amendment, therefore, need only describe Agro 21. 

Agro 21, established in early 1983 and financed by USAID/J and GOJ
 

funding, operates as a Secretariat to the Office of the Prime Minister.
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As such, although not a legal entity, Agro 
21 has broad responsibilities
 

and powers, many of which remain to 
be specified and defined, for the
 

development of agriculture, especially the 
production of non-traditional
 

crops for export and the related design, negotiation, and implementation
 

of these projects. Agro 21 is intended to rationalize a broad range of
 

current and future agricultural and agriculturally related activities, in
 

part through its cooperative relationship with 
the various GOJ agencies
 

including the MOA and JNIP. Ultimately, when Agro 21 is fully operational
 

at the end of two or more years, 
it will have identified and coordinated
 

the relevant institutional geography, 
both public and private sector,
 

necessary to sustain a 
high level of investment in and development of
 

profitable and productive agriculture in Jamaica.
 

The organization of the Agro 21 Secretariat, as defined to date is
 

illustrated at Annex B. Agro 
21 operates under the guidance and direction
 

of a Steering Committee 
 comprised of the Prime Minister, senior
 

representatives from five agencies -- JNIP, JNIC, MOA, ACB and NPA - , and
 

USAID/J as an ex-officio member. Reporting to the Steering Committee 
is
 

the expatriate Executive Director who is coequal with 
two other officers:
 

the Parliamentary Secretary 
in the MOA and the local counterpart to the
 

Executive Director. 
 Under the Executive Director are four 
expatriate
 

senior 
level, broad gauge management executives who serve Agro 21 
 as
 

Directors for each of the four organizational components of Agro 21:
 

Finance, Agro-Industrial 
 Processing, Marketing, and Agricultural
 

Activities. Each Director will be responsible for a staff of from five to
 

twenty persons. For example, three local hire technicians necessary for
 

the Agricultural Activities component will be an relations
industrial 
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specialist, an expert in site location and evaluation, and a person with a
 

background in logistics.
 

The activities of the four components of Agro 21 are directed toward
 

two key efforts: (1) project research and strategic planning, and (2) the
 

negotiation and implementation of projects. By design, Agro 21 plays a
 

major role in several areas, among others:
 

1) 	 Clarifying for Government of Jamaica the potentialities of
 

the agricultural sector as they relate to overall national
 

economic development strategy; specifically the rational
 

opportunities for import substitution, export augmentation,
 

and job creation.
 

2) 	 Developing and maintaining the comprehensive informational
 

file of national agricultural assets; land, water resources,
 

infra-structure, equipment, labor pools, technological and
 

management capacities. Directed by senior businessmen, the
 

organization will necessarily be developing in depth
 

sub-sector intelligence to undertake both strategic
 

rationalization of available resources and to compile
 

sub-sector profiles for promotional use.
 

3) 	 Structuring sub-sector development concepts utilizing
 

available assets base combined with latest cost, yield,
 

applicable technologies, crop rotation strategies,
 

transport/distribution opportunities and market intelligence.
 

4) 	 Assisting other Government agencies or parastatal
 

organizations in marketing these opportunities.
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5) Resolving bureaucratic, teLhnical and/or financial impasses
 

in projects where development is currently at impass.
 

6) Assisting new enterprises or investor groups in planning 
and
 

implementation as required.
 

To date, Agro 21 has hired the E4ecutive Director and the Director
 

of Finance under host country qontracts. James R. Rinella, Executive
 

Director, has headed 
two of the largest agro-industry businesses in the
 

world--as President, Tropical Operations, United Fruit Company, and as
 

Vice President, Agricultural Operations, Castle & Cooke Foods. He brings
 

to his two-year assignment 
at Agro 21 over two decades of experience in
 

the design, negotiation 
and development of major agricultural ventures.
 

Mr. Rinella has achieved an international reputation as a multinational
 

manager of worldwide agriculture.
 

Frank X. Lang, Director of Finance, 
has over 15 years corporate
 

experience in the financial, controllership, operations, planning, and
 

control functions. In addition, he is recognized as expert
an in the
 

international transportation and distribution 
of perishable commodities.
 

The other three senior, expatriate businessmen who will serve as Directors
 

also will each have a multifunctional, trannnational agribusiness 

background. Augmented by Jamaican technical/managerial staff, Agro 21, 

with a total staff of from 45 to 50 persons, will possess a broad range of 

capabilities from formal national strategic 
planning to the ultimate 

design and implementation of site specific agricultural/agro-industrial 

projects. 
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In this vein, its primary role is to be innovative in developing
 

systems, and techniques which will enable timely review, analysis,, 

evaluation and approval of projects designed to exploit identified 

opportunities and then manage the assembly of the allocated natural 

resources, 
sources of capital, energies of individuals, infrastructure and
 

technical expertise by working 
 within and through the Government
 

ministries, statal organizations, public institutions and the private
 

business sector to launch new non-traditional agribusiness and improve and
 

expand on existing operations.
 

Agro 21 is to be an intimate, hands on, integrator of these
 

projects, not a passive casual observer and/or consultant. Within the
 

framework and limits of the authorities, with which it will be empowered
 

to act, it will be held responsible and accountable for the timely
 

implementation of its assigned role.
 

Agro 21 will provide the short term tactical implementations to
 

these long term strategies. It will play a key role in developing new 

businesses by bringing together interested parties, assisting in 

incorporation, seeking jut funding, utilizing land requirements, providing
 

agrib'Jsiness technical assistance, expedite permits, approvals, licences,
 

design organizational structures, provide assistance in manning and
 

training workforccs, help structure contemplated wage scales and incentive
 

programmes, provide liaison with source of materials, equipment and
 

supplies, design management information systems, operating report formats,
 

provide assistance in quality control, grading, packaging, handling,
 

transportation, marketing and sales, forecasting and data base information
 

and assist in the installation of infrastructure, equipment and machinery.
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B. Financial Analysis:
 

1. Financial Plan:
 

Tables VI through IX provide both a summary and a
 

detailed breakdown of the project inputs. It is expected that over the
 

five year life of Component II a total of US$I,125,000 million will be
 

provided for preinvestment studies through the pre-feasibility fund. Of
 

this total, US$925,000 will be in the form of foreign exchange and the
 

balance in local currency. It is expected that foreign staff members of
 

companies and foreign consultants will be heavily involved in
 

prefeasibility studies, so that the foreign exchange component is
 

important. The local currency component is to cover the use of Jamaican
 

consultants and in-country costs where possible. Annual disbursement
 

rates are based on the assumption of an qcceleration of the use of the
 

funds as the strategic planning and foreign industry targetting programs
 

begin to have their intended affect. Since disbursements out of the funds
 

are not made until after pre-feasibility studies are completed, there is
 

not a problem of reimbursement of government entities for advances made to
 

companies.
 

2. Financial Viability:
 

It is anticipated, as can be seen from the economic
 

analysis, that Component II of the Project will result in a total
 

investment of Jt 198 million for a total of 8,810 new job places at a
 

capital cost per job place of an average of US$ 8,481. The cost of the 

project per job created In comparable with other projects approved by AID,
 

and significantly below nome in process in the Caribbean region. Also, 

the coat of obtaining the J$ 1'8 million investment, of US$3.9 million, is 

reasonable in relation to the invested amounts.
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3. Post Project Recurring Expenditures
 

It is expected that the strategic planning program will
 

have terminated by EOP. It is anticipated that upon the project
 

assistance completion date (PACD) an appraisal will be made by the GOJ
 

regarding the necessity of continuing the promotion and preinvestment
 

funding of agribusiness projects. Also, a determination as to the
 

appropriateness of continuing Component II or certain aspects, thereof,
 

is dependent, in part, upon the institutional geography and capacity, both
 

public and private sector, created through the implementation of Agro 21.
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Table VI
 

Financial Analysis
 

Breakdown of Project Components
 

(Thousands of U.S. Dollars)@
 

Prefeasibility Fund 


Strategic Planning Program 


Foreign Industry Targetting Program 


Agroindustry Development Unit 


Training 


Commodities 


Evaluations 


Contingency for Inflation (15%) 


TOTALS 


USAID 


$ 925.0 

$ 720.0 

$ 107.0 


$ --


$ 70.0 

$ 92.0 

$ 75.0 

$1,989.0 


GOJ TOTAL 

$ 200.0 $1,125.0 

$ 620.0 $1,340.0 

$ 560.9 $ 667.9 

$ 261.3 $ 261.3 

$ 17.5 $ 87.5 

$ 30.0 $ 122.0 

$ --- $ 75.0 

$ 218.1 $ 218.1 

$1,907.8 $3,896.8 

@ Local costs were calculated in local currency and then converted into
U.S. dollars at the official rate of J$ 1.78 per Ut dollar.
* The contingency for inflation was calculated 
at 15% per annum rate for

recurring costs, 
except for the feasibility and prefeasibility funds
U.S. dollar financing and
 

of long and short-term expatriate experts.
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TABLE VII
 

SUMMARY OF PROJECT INPUTS
 
5 YEARS
 
( 0oo)
 

YEAR 1: 
 AID GOJ TOTAL
 

Commodities 92.0 30.0 122.0 
Ag. Dev. Unit -- 5.0 5.0 

TOTALS--Year 1 92.0 35.0 127.0
 

YEAR 2:
 

Strategic Planning 360.0 310.0 670.0
 
Foreign Industry Targeting 58.9 196.3 255.2
 
Prefeasibility 200.0 80.0 280.0
 
Training 70.0 17.5 87.5
 
Ag Dev Unit -- 64.0 64.0
 
Contingency 88.2 88.2
 

TOTALS--Year 2 688.9 756.0 1,444.9
 

YEAR 3:
 

Evaluation 25,0 -- 25.0 
Strategic Planning 360.0 310.0 670.0 
Foreign Industry Targeting 18.5 140.2 158.7 
Prefeasibility 475.0 80.0 555.0 
Ag Dev Unit -- 64.1 64.1 
Contingency 77.1 77.1 

TOTALS--Year 3 878.5 671.4 1,549.9
 

YEAR 4:
 

Foreign Industry Targeting 18.5 140.2 158.7 
Prefeasibility 200.0 25.0 225.0 
Ag Dev Unit -- 64.1 64.1 
Contingency - 30.6 30.6 

TOTALS--Year 4 218.5 259.9 478.4
 

YEAR 5:
 

Evaluations 50.0 -- 50.0 
Foreign Industry Targeting 11.1 84.2 95.3 
Prefeasibility 50.0 15.0 65.0 
Ag Dev Unit -- 64.1 64.1 
Contingency -- 30.6 478.4 

TOTALS--Year 5 111.1 185.5 296.6
 

TOTALS FOR FIVE YEARS 1,989.0 1,907.8 3,896.8
 
MMOIuu ImmmmII miwlwI
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Table VIII
Detailed Breakdown of Project Components

(In U.S. Dollars, unless indicated otherwise)
 

Expense Category 
 USAID

(Authorizing Entity) GOJ
 

S
 

I. Prefeasibility Fund (Agro 21) 
 t 925,000 * 200000
(if 160 studies @ $7,030 each)
 

II. Strategic Planning Program (Agro 21) 
 5 720,000 . 620,000
 

1. One expatriate for 2 years 
 240,000 -
to manage the program
 
@$120,000 per year
 

2. Two local hire assistance to the 
 140,000
 
program manager for two years

each @$35,000 per year
 
(salary and allowance)
 

3. 40 months of expatriate short-
 480,000 -
term technical assistance 
@$12,000 per month 

4. 80 months of local hire short-
 480,000

term technical assistance
 
@$6,000 per month
 

III. Foreign Industry Targetting

Program (JNIP) 
 107000 560900
 

Short-Term Advisory Services 
 33,000 -foreign promotion expert
 
(3 mo @ $11,000 per month)
 

Long-Term Local Promotion Staff 
 351,135
 

1. Promotio, Expert

2. Industrial/Ag Engineer
 

1 @ J$ 60,O00/yr x 5 yrs

I @ J$ 50,O00/yr x 5 yrs


3. Secretary (J$ 15,000/yr x 5 yrs)
 

Operating Expenses (see Table IX) 
 -- 154,800 

Travel: 

74,000 55,000
 

Per Diem: 100/day x 14 days x 30 trips
 
x 2 people


Airfare: 30 tickets x $750 x 2 people
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Expense Category USAID GOJ 

IV. Agroindustrial Development Unit, (ACB) *-- 261,300 

Local Financial Analyst/
Accountant (J$60,000/yr x 5 yrs) 

168,500 

Secretary (J$ 15,000/yr x 5 yrs) 42,100 

Operating Expenses (see Table IX) 50,700 

V, 

Furniture 

Treining (JNIP/Agro 21) * 
--

70,000 $ 

5,000 

17,500 

VI. 

JNIP staff--trips for conferences, 
workshops, and observation (JNIP) 

Agro 21 staff--for training by experts 
(Agro 21) 

Commodities 

4 Vehicles (1 ACB, 2 Agro 21, 1 JNIP) 

* 

20,000 

50,000 

92,000 

47,000 

5,000 

12,500 

30,00 

--

Furniture (1/3 each: ACB, Agro 21, JNIP) 30,000 30,000 

Microcomputer and/or software (Agro 21) 15,000 
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Table IX
 

ESTIMATED AVERAGE ANNUAL OPERATING COSTS PER PROFESSIONAL
 

(In U.S. Dollars)
 
(equal to a factor of 1)
 

Promotion Research
 
Staff Staff
 

Office Space $2,180 $2,180
 

194 sq ft @ $J 20/uq ft
 

Utilities 
 1,775 1,775
 

Telephone 
 6,740 1,000
 

Supplies 
 1,000 1,000
 

Vehicle Operation 1,685 1,685
 
incl. operation, maintenance, and
 
Insurance of J 9,000/yr; one car
 
per 3 professionals
 

Duplication 
 600 1,000
 

Miscellaneoup 
 1,500 1,500
 

TOTAL $
 

For Five Years (to Table VIII) - $50 700
 
For Ten Years (to Table VIII) - 15f800
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C. 	 Economic Analysis:.
 

As pointed out in the A.D. Little background document (Q,
 

Report No. 5, pp. 62-3), funding for strategic planning and agribusiness
 

promotion is expected to have favorable economic consequences which, while
 

substantial as to new economic benefits for Jamaica, cannot be forecast
 

quantitatively. The economic benefits to the Nation are obtained in two
 

main ways. The first notion is that careful promotion will uncover
 

potential investors that might not have materialized otherwise. The
 

second notion, and one that is given considerable emphasis in this
 

amendment, is that the whole investment process can be speeded up to a
 

considerable degree. Investors are already looking at Jamaica, but the
 

idea is to have more take investors more serious looks, and do it in a
 

shorter time. The quicker employment, foreign exchange, and value added
 

benefits are obtained, the better for all concerned.
 

1. Method and Data:
 

In contrast to the existing project paper, this amendment utilizes
 

a different data base and concentrates on the plans of individuals and
 

firms who have actually come forward to invest in Jamaican agribusiness,
 

or who appear to have serious intentions of carrying through on their
 

initial proposals. The absolute magnitude of financial commitments made
 

since the start-up of JNIP can be calculated; proposed amounts must be
 

assumed to he as accurate as investors can estimate in advance. It is
 

possible that expected numbers of employees may be the least accurate
 

forecast in the individual proposals.
 

The main source of information is the semi-confidential files
 

maintained by JNIP for each investor that must pass through its doors in
 

order to obtain approval for various government clearances, incentives,
 

quotas, etc. Some of this information has been utilized to support
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proposals for agribusiness investment 
 and published for '(apparently)
 

limited distribution by the 
National Planning Agency (NPA) in December,
 

1982 (N). Other mimeographed investment status up-dates are prepared
 

quarterly (or thrice yearly) 
 by JNIP for distribution to selected
 

agencies--USAID being one 
of them. Copies of these reports were made
 

available through the OPED/USAID/Jamaica. Interviews 
 with investment
 

officers in JNIC, MarketinA Officers in JNEC, and senior staff at ADC and
 

ACB also added to information concerning specific investment activity in
 

the agribusiness sub-sector during the past 2 1/2 years.
 

Some duplications are apparent once some familarity is gained in
 

reading and utilizing these sources, 
and these have been eliminated.
 

However, it is possible that some unintentional ones remain. The 
most
 

important qualification placed upon the total mass 
of material is to
 

ignore information that the JNIP 
classes as being in the "proposal"
 

stage. Therefore, to 
 illustrate what has happened to agribusiness
 

investment thus far, only finalized and implemented data are employed.
 

Since this same investment pattern may not 
hold into the future,
 

some account is taken of what JNIP project 
files classifies as "active". 

These files are generally felt to represenL projects that have moved 

forward far enough to be classified as being backed by serious intent. 

Annex D Table A.2 summarizes the shape that this latter investment 

category gives 
to the probable typei of agribusiness investments that
 

would appear to have the most chance of materializing in the immediate
 

future as well on into the life Component II.
 



65
 

During the Project, fifty new investments in large scale
 

agribusiness will occur, of which 10 would have happened without Component
 

II. This component will encourage the other 40 investments by enhancing
 

JNIP's current promotion activities (9 investments) and by creating the
 

foreign industry targeting program (31 investments). Section IV.C.2 next
 

below describes JNIP's ecurrent efforts and 
Section IV.C.3 discusses the
 

results of the targeting program.
 

2. 	 General Assumptions About Incremental Augmentation of Current
 

Promotion System:
 

The Strategic Planning Program will generate compiled data of wide
 

applicability to many users, both inside and outside Agro 21. It will
 

specifically benefit all kinds of agricultural production/processing
 

projects, large and small. In this analysis only probable impacts upon
 

productivity of JNIP promotional activities will be considered.
 

During the past 2 1/2 years, the actual implementation rate of
 

large scale projects has been as high as 6 per year and as low as 2. For
 

present purposes, we assume that without the project at least 
2 per year
 

would likely materialize just through current procedures during the 5 year
 

period, 1984-1988 inclusive. Next we assume that, although a lot of
 

"free" benefits would be drained off by the energy and effort JNIP devotes
 

to small and medium scale project finalization and implementation, at
 

least two additional large scale projects could be implemented in each of
 

the years of the Project (and beyond, depending upon whether GOJ judges
 

the results of the program out-lined here to be cost effective and
 

socially worthwhile). These assumptions are illustrated in Table X.
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Table 	 X 

Assumed Rate of Growth of Current JNIP Experience
 

Promoting and Implementing Large Scale Agribusiness
 

Ventures Plus Increments Flowing From The
 

"Spin-Offs" of the Program Outlined
 

In This Amendment
 

Item 1981 1982 1983 1984 1985 1986 1987 1988 

Implemented L.S. Projects 

Past Experience 6 2 3 

Estimate without Program 2 2 2 2 2 

Increment due to Program 

Spin-offs 1 2 2 2 2. 

Estimated Program Totals Per 3 4 4 4 4 

Year 

Estimated Program Totals -- Cumulative 3 7 11 15 19 

3. 	 New, Implemented Large Scale Agribusiness Investments Due to
 

Strategic 
 Planning Plus Foreign Industry Targeting Program:
 

The new 
industry promotion focus to be institutionalized in JNIP
 

promotion operations will be based 
on the "hard data" about Jamaica's
 

ability to expand into 
new markets, especially foreign, at an accelerated
 

pace. As explained in the project description, the key feature 
 is
 

routine, high quality, in depth presentations of the nations' specific
 

potentials in non-traditional areas of agribusiness, to pre

selected foreign investors (naturally, local investors and Jamaican firms.
 

Based on the size of the proposed JNIP staffing pattern, in the
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internal divisions responsible for agribusiness ventures, an estimate has
 

been made 
of the number of such presentations that could reasonably be
 

undertaken during the five-year life of 
the program. However, it should
 

be appreciated that the 
vast majority of such presentations must be
 

accomplished 
as early as possible (allowing some waiting time for the
 

strategic planning data to start to appear).
 

Table XI
 

Summary of Numerical Results of
 

JNIP Promotion Activities Under Component II
 

Activity 

Amount
 

1. Number of presentations to foreign investors 320
 

2. Number of presentations resulting in requests
 

for prefeasibility studies 
 160
 

3. Number of investments resulting from JNIP
 

activities under Component 
II 
 31
 

4. Approximate ratio of presentations to investments 
 i0 to 1
 

The resources scheduled for the 
foreign industry targeting program
 

should support 
30 two week trips abroad. Experience has shown that it 
is
 

possible to meet with top executives of 10 to 12 firms in 
a given two-week
 

period. Therefore 320 presentations, as indicated in Table XI, are an
 

achievable 
 goal. (There is considerable repetition involved 
 and
 

efficiency increases throughout each trip, as well as from trip to trip).
 

Given the efficiencies achievable, plus the 
 pre-feasibility
 

incentives the promotional 
 teams will be empowered to offer, the
 

recruitment rate should reach 50%. 
 (If everyone has done their
 

homework); Therefore, 160 pre-feasibility studies must be programmed into
 

the promotion system by JNIP.
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The test of the whole 
process is in implemented investments. Thus
 

far into JNIP's experience, 199 investments of all sizes have materialized
 

out of the 400 proposals. Regardless of how the process 
is defined, there
 

is little doubt that the 
 link between feasibility study and actual
 

investment will exist. 
 Based on the process outlined, it is expected that
 

the overall planning and targeting program will lead to 
a minimum of 31
 

investments in large scale agribusinesses, or approximately 1 investment
 

per 10 firms visited under the targeting program.
 

The role of the pre-feasibility studies needs to be reiterated at
 

this point. The process 
to be put into place in the present program
 

places great weight on 
 the industry presentation/introduction and
 

prefeasibility steps as 
 clinching arguments for individual investors.
 

Indeed this is quite similar to what is happening right now. However, the
 

firms involved are small and medium sized to a great degree. 
 Many of them
 

know the local scene quite well. Larger, more powerful, foreign firms
 

need a process that stimulates the system "insiders use".
 

4. Impact on Investment and Value Added:
 

The assumption, made earlier, of a 10% link between initial
 

presentation and final investment, results in an estimated 31 
implemented,
 

large scale agribusiness projects. 
 In addition, a further 9 projects are
 

expected to be 
generated from enhanced operating activities of the current
 

JNIP promotional system (see Table X).
 

The actual pattern of a total of 40 investments no doubt will be
 

influenced heavily 
by the Nation's export strengths uncovered in the
 

strategic planning process; 
at this time the results are totally urkown.
 

Therefore for present purposes we 
assume that the final investment pattern
 

will npproximate what has already occurred in the 
recent past and what is
 

being studied by private firms. The generalized details are summarized in
 

Table XII.
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Table XII
 

Average Investment and Employment Coefficients
 

Applied to Future Investments Expected in Large
 

Scale Agribusiness Projects, Jamaica.
 

Category 


Crops for Export 


Crops for Import Sub. 


Mixed for Import Sub. 


Livestock and Industrial 


Fisheries
 

Inland 


Ocean 


Food Processing 


Share of 


Future 


Investments 


(M)
 

40 


3 


5 


14 


6 


3 


29 


Average Per Investment
 

Dollars No. of
 

(J.000,O00) Employees
 

5.0 400
 

5.0 150
 

10.0 300
 

2.0 50
 

4.0 30
 

15.0 230
 

3.5 50
 

Source: Adapted from Annex D Tible A.2
 



70
 

newIf the coefficients of TabLe XI I are applied to 31 plus 9 

employment Impacts would be distributedinvestments, the quantities and 

The new targt Ing program is expected to lead to new
according to Table XII. 


should lend to 
investment of J$155.5M. The Increinteni ii,iti curri' ,n prOmOLion 

II.S. 74 .72M*. In toalI about.
J$42.5M of new Investment. Ti Lot-al ,,i.,l; 

ol 04.8I eaich. The pronlotlon coSt
8810 new jobs would be created** at a ost 

per job will be $624. 

annual value added per employee (1981The Project Paper utilizes $6022 

thedollars) to estimate direct gross ecoiomilc benefits to be gained from 

credit program for second tier agrll.ilnes ; firms. If the same value is 

employed in this amendment for 1500 "lproc s;ing" jobs, by the end of the 

annual increment to GDP of over5-year project time period there would be an 

would last over the time horizon of the Investments. In addition,9.OM that 

prior to 1988, from the more
ignoring any increment to value added 

or!ented Investments, the remainingpredominantly farm labor/farm management 

7310 new jobs would produce an addliimial O;l().)--ii.OM in value added each 

on a year for some indefinite length of tIme. ThIs estimate is based 

third for processingconservative value added amount per lob of about one 

employees.
 

J256c - USI00c. ** The reasons why this number is so much 

larger than in the project paper are a composite of much larger 

expected direct fixed investnmetnt. and greater emphasis upon basic 

agricultural (labor lntent;lwy) production. 

http:O;l().)--ii.OM
http:J$155.5M
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If the "average" value added of say, $22.0M/year is assumed to flow 

from a homogeneous mix of the expected 40 investments in large scale 

agribusiness, an example of possible returns to society is shown in Annex D 

Table 4. (In this example any construction phase multipliers and foreign 

exchange benefits are ignored). The average internal rate of return would be 

12% (including allowance for the cost of the promotion program described in 

this amendment. Foreign exchanjg-, IenI Itn will be significant due to the 

nature of Component IT and should approximate about $8.5 million per year by 

EOP, if export activity increases 10% from 1980 levels, due to investments 

resulting from activities under Component II. 
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V. IMPLEMENTATION SCHEDULE AND PROCI]RENIENT ;)LAN: 

A. Implementation Schedule:
 

Estimate Project
 

Month ActIvi ty 

0 Project Pap, r Amemhnt Review and Approval 

1 Mission and COJ ;I g P'roject Amendment 

Agreemen t 

2 GOJ has met mnit lal CPs to establish or 

provide: long-term TA hired for Agro 21 

3 Financial aiialyst/accountant in Agro-

Industrial Unit of ACB 

4 Agro 21 will have developed criteria for 

prefeasibility fund screening for
 

eligibility, and ACB will have developed 

a definition of eligible costs for 

reimbursemiiient, and have received 

training In project evaluation. 

4 Work on Strategic 'lanning Program begins. 

6 Addition to JNIP Promotion staff. 

6 Short-term advl,;or trains JNIP promotion 

staff. 

8 Prefeasiblilty fund disbursements of 

US$100,000 arid JtU,000. 

14 
 Prefeaslbi lily I tnd dlisbursements of 

US$100,O00 and .1$40,000. 

26 
 Prefeaitbill'y f int dlb;hursements of 

US;475,O0() ad .H0,0O. 



28 	 Strategic Planning Program is completed. 

38 	 Prefeasibility fund disbursements of
 

USt200,000 and J$25,000.
 

50 Last prefeasibility fund disbursements of
 

US$50,000 and J$15,000. 

60 	 PACD and Final Project Evaluation. 

62 	 Report Completed. 

B. 	 Procurement Plan:
 

Technical assistance required 
for the Strategic Planniing
 

Program, specialized training for 
 Agro 21 staff, training for JNIP
 

promotion staff and short-term advisory services to JNIP will all be 

procured under direct Mission contracts.
 

AID commodity procurement under the amendment consists of four 

motor vehicles ($47,000), office 
furniture ($30,000) and a microcomputer
 

and/or 	 software ($15,000). The:;e transactions should fall within the 

ambit of 'zhe small value procurement procedures, as described in Chapter 3 

of Handbook 11. Procurement will be done by ACB, with guidance from 

USAID/J, as authorized by the entity which will own the applicable 

commodity.
 

All procurement requirements and guidelines will be addressed in
 

the initial implementation letters 
Lrsued by USAID/J. Cost estimates and 

procurement schedules for the commod[ties and for technical assistance 

services and tra4 ning are presented In Table VIII. 

C. 	 Evaluation Plan: 

Component 1I will. ha three evaluations: September 1985, 

September 1987, and the fina I 	 evaluation in September 1988. A 
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representative from PPC and from LAC/DiR will be Invited to participate in 

each evaluation. Outside consultantls will be used, for two months, per 

each evaluation, 
together with representatives 
 from GOJ and USAID/J. 

$75,000 of Project funds are earmarked to cover the cost of the outside 

consultants. Additional financing, If necessary, will be available from 

PD & S funds, in accordance with customary Mission practice. 

The initial evaluation will focus on the strategic planning program 

and will evaluate the success of the prograim in developing the hard data 

necessary to attract InvesLors to Janmica;,(,. Th,;v:ond evaluation assesse.-

JNIP's success in promoting new Investment In Jamaica and analyzes the 

success of the prefeasibility fund aas vehicle for assisting investor 

decision making. 
 The final evaluation takes a critical look at the 

program, to its
measure overall success in meeting its 
 goals and
 

objectives. 
 To facilitate these evaluations, the Project will provide
 

customary periodic reports to USAID/J on the progress of Component II, and 

will 
 identify the employment and investment impact of all 
 projects
 

resulting from the program.
 



PROJECT DESIGN SUrmAfly 
LOGICAL FrM-woRK 

Narrative Surinary Objective Verifiable 
Indicators 

Means cf 

Vcrification 
Assumptions 

7rcer~an r Sector Geae: 
Supnort Je;naica's economic 
rC0vzrpuby strcrngqhcning 
priva.c c frcductiv setor 
as a *.-hIcle fcr dyna-c
growth, emlotmcnt qncration
and increased fooi prcduction 

-food production increase by 5%
-non-traditicnal agribusiness 
exports irncrdases by s

-en-r.loy-cnt in agribusiness 
nreases directly be ,810firs 

"oes 

-national statistics 
-project d&.ta records 

-exchange rate system
stabilized to encourage 
exporting

-availability of credit 

not substancially 

-

decrease 
-political stability of 
country does not 
worsen over life of 
project 

-private sector policies
do not shift sisnifi
gantly over life of
project 

Pro ctPurpoe:. 
1_ increase invrstment in 
Aqribunincsz proiccts through
Agro 21, JNIP, and ACB. 

-.Z~d.of Project Status: 
I J$198ZM * ncw large scale 

i?. JfiC,A C, JNEC, Agro 21 
2. 31 n.-w investments made in Jamaica 

JNIP, JNIC, ACD, 
JNEC, Agro .21. 

-fiscal invcst ,ent 
incentives available 

-govt. sells/leases atreasonable terms good 
agricultural lands 

-public export taxes 
and foori price controls 
not used to prejudice 
exports 

-exchange regulations 
allow foreign investors 
to repartiate profits 

-

0 



LOGICAL FRkM4ORK--continued
 

*Narrative Summary 
 Objective Verifiable 


Indicators 


O-&PU-?S:
 

1. Strategic planning par-

grPnr carried out in Agro 21 -20 commodities analyzed

2. Forcion industry tar- -320 presentations made 

getting progran conducted to foreign companies with

with foreign companies technology & market access 

3. Pre-feasioility fund 
 -160 pre-feasibility studies

disbursed to large potential 
firms 
S4. Feasibility fund disbursed 
to large firms investigating 
large scale agb. projects 

INPUTS: (OOS) 

Prefeasibility FundtrfaseiPlt undn 
AID92-.0920 

GOJ200.0 -620.0 See 
Strategic Planning 720. 0' 620.0 

Fcreign Industry Finana 
Targeting 107.0 560.9 Plan 

Training 70.0 17.5 
Commodities 92.0 30.0 
Evaluations 75.0 --

Contingency --- 218.1 
Agroindustry Devel

opment Unit ACB 261.3 
TOTALS 1989.9 1907.8 

Means of Assumptions
 
Verification
 

-JNIP records 
 -Agro 21 can find expert consultants
 
survey JNIP staff ; with expertise in non-traditional
 
Agro 21 records; agribusincss commodities
 
ADU records -profits sufficient to attract for

eign firms to invest in Jam. Agb.
 
-a modest initial incentive will
 

- attract foreign companies to invest
 
in Jamaica
 

-foreign firms have the technology

and market access Jmna'can companies

need for export oriented large scale
 
agb.
 
-foreign firms and large Jamaican
 
firms willing to form joint ventures
 

oi
 
USAID/Kingston, JNIP, -AID and GOJ inputs supplied on 
-
acb, Agro 21 timely basis
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Table 2 Apparent Patterns in Large Scalc 

Agrobusiness Investment 

Tot a.s Avc:. cC.,
In\'estinent


categories No. Invest. Employ. Invest. Em:,lov. 
6 06.1J$0 J$ 

General Pattern Prior 1983
 

Mainly farm oriented* 
(export) .7. .19.31 3154 2.76. .450. 

1,'ainly f'.sh oriented 
(warm water) 5.56 54 2.78 27 

Mainly Manufact. or. 

General Pattern of "Active" Proposals
 

Mainly farm oriented 
Industrial crops 2 2.92 90 1.46 45 
Crops for export 9 55.79 2260 6.2 251 
Import sub. crops 1 3.0 90. 3.0 90 
Miied-)-i cort. sub.' 2 21.8 400 10.9 200 
Livcstcck 2 4.2 107 2.1 54 

Mainly fish oriented 
(ocean) .2 26.35** 440 13.17 220 

Mainly processing 9 29.4 386 3.27 43
 

Distribution by percentage:
 

Export farm, 44 Import sub. 3 Livestock 6
 

Fisheries 11 Mixed-import. sub. 6 Processing 25
 

Includes one finalized large scale project

* €* 

Includes high percentage of processing
 

Includ;es such things as rice/polishing; livostock packing
 

Sources: (N) , Annex II; (P) , various tables 
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Table 3 
Relative Change in Farming Efficiency
 

by Crop Group, Jamaican: Domestic Food Crops
 

(1967 - 1981)
 

Crop 
 Inc Inc. Implicit yield
 

group 
 Production Acreage Inc. for group
 

Legumes 
 1.7 
 1.42 
 1.20
 

Vegetables 
 3.0 
 2.05 
 1.46
 

Condiments 
 7.0 
 4.33* 
 1.62
 

Fruits 
 5.3 
 0.82** 
 6.46
 

Cereals 
 1.7 
 1.41 
 1.21
 

Plantains 
 2.9 
 2.25 
 1.29
 

Potatoes 
 1.7 
 1.30 
 1.31
 

Yams 
 2.1 
 1.83 
 1.15
 

Other Tubers 
 2.4 
 1.74 
 1.38
 

* 1969 base ** 1970 base
 

Sources: 
 Mimeo data sheets from Data Bank, MOA, Hope.
 

This table relates the general increases in average production
 

to average acreage changes over a 15 year period. 
The result, shown in
 

the right hand column indicates that yields for the cereals, legumes and
 

yams groups have risen about 15 
- 20% during the period. Plantains,
 

potatoes, other tubers, and legumes have all had greater yields increases
 

ranging from 29 to 46%. 
 The yield increase for the fri'it 
group is so
 

large (545%) 
that the data may be suspect. The percentage increases in
 

production and acreage are 
read the 
same way, i.e., subtract 1.0 from the
 

"increase factor".
 



Z
;. 

i.1
1
.1

:.4
 

cL
 

j 
T

L
 

*7
 

74:4 

S
S

 
*4v 

t 

I
im

 

7a!0' 

Q
 

a.AA
m-1m

am
n0 

-
N
.
.
.
 



..............
 

o
w

e
d
 

k
e 

A
R
M
S
 

O
N

 
M

! 
3 w

 
IN

' 

.................

..................... 


"
IZ

Y
 

4 
I 

Q
J
 

IS
al 

H
IM

 
"R

o
t

..........
 

"n 

E
W

A
.

13p l 
IM

F
 

V
M

E
 

T
. 

k 

"d
 

M
C

A
"

 
i,"

"
 

0
4
0
2
 

m
w

 
-M

 
"

W
 

A
ll 

0 

.......
.......
 

4 
.4



.
...
.
.
.
.
.
.
 1,


.
.
.
.
.

.
.
.
.
.

.
.
.
.
.
 



W
 

n 
---

=
v
 

.-
A

W
N

R
A

W
 

lilt 

Z
 

A
M

IG
A

,
Q

-
a
y
 

W
y
o
n
y

0
 
R



' 
E

v
a 

q
f&

!
W

w
q

Z
g
; 

1
0
1
4
 

ljp
,, 

.In

 

-m
o
m


 

-A
 

IR
K

 

M
E

n
i 

..........


 

O
n

1
1
 


i.. 

.1
,Y

 
.
.
..
.
.
.
.
 

T
 

'vr, 
.
.
 

5
%

 
p 

V
5
 

A
A

. 
ag

r 

SO
,

4 
V

:;v,
p
tm


fly., 

lip
s

I 
in.

itfit. 
O

 r 
g g1vom

w
 

DNA 
.4

A
bl. 

L
 

A
N

 
7

W
 

A
rW

A
I.. 

M
 .



.
.



.
.
.
.
.
.
.
.



i
A

 
Igg 

"K
H

 
"

sm
. 

O
IL


 

IN
 

-
4
9
"O

"N
r;0

k
,
 

0
 

T
.,
 

1
1
V

 
.8

_
1
(, S

 
_ 

M
A

O

 

M
.2

 
!-u

&
 

'R
.-A

 

'n 

p
n

r., 

L
A

 
U

,N
4

6
A

:.
bV

, 
.

, 
&

 
1-

40,
Z

 
M

U
 

"1W
"U

N
A

, 
,R

D
 

-9
2
R

rI&
I'9

1
G

., 
"; 

ftl! 01i
O

E
 

g
 

10
W

1
1
0
4
1
, 

'A
w

 
'E

3. 
A

N
E

A
R

 
I,-

", 

U
.. V

N
; 

?4 g, 
i 

'y
 

, 

".7i 
-Q

t, 
o
l_

.:,T
. 

. 
111-1

&
 

E
7 

.
.
.
.
.
.
.
.
 

. 
Ie,


.
.
.


 

), 

f 



Annex E
 

Page 1 of 3
 

SOURCES--LITERATURE CITED
 

A. 	 Skogstad, S.L., 1983, "Jamaican Economic Performance: 1982,"
 

(mimeo), USAID/Kingston, n.d. (about May 1983).
 

B. 	 USDA, 1978, The Small Farmer in Jamaican Agriculture: An
 

Assessment of Constraints and Opportunities. Report by the
 

Agricultural Sector Assessment Team of the Office of International
 

Cooperation and Development, USDA to USAID/Kingston and the
 

Ministry of Agriculture, Govt. of Jamaica, Kingston.
 

C. 	 First Washington Associates, 1982, "Jamaica Private Sector Credit
 

Fund Project--Financial System Review." (Mimeo) report to
 

USAID/Kingston, n.d. (about May 1983)
 

D. 	 Graham, D.H., et al., 1980, Farm-Household Credit Behavior: A Case
 

Study of the Jamaican Experience. (Report to the Data Bank and
 

Evaluation Unit, Min. of Agriculture, GOJ, Dept. Ag. Econ. & Rural
 

Sociology, Ohio State Univ.
 

E. 	 Ministry of Agriculture, Jan. 1982, Indices of Domestic
 

Agricultural Production and Farmgate Prices (1970-1980). Data
 

Collection and Statistics Branch, DBED, MOA, Hope.
 



Annex E
 

Page 2 of 3
 

F. 	 Agribuniness Associates, Inc., Dec. 1981, "Agribusiness Investment
 

Opportunities in Jamaica." Prepared for Office of International
 

Cooperation and Development, USDA, by arrangement with
 

USAID/Kingston. 36 Washington St., Wellesley Hills, Mass.
 

G. 	 Craig, T & D. Shaw, July 1982, "A Private Sector Strategy for
 

USAID: An Integrated Approach to Private Sector Development in
 

Jamaica." Agribusiness Associates, Incl, Wellesly Hills, Mass.
 

H. 	 Smith, B., April 1982, "Report on the Results of the Case Study
 

Portion of the Agribusiness Survey." (Mimeo), OICD/USDA,
 

AID/S&T/AGR/AGB, and USAID/Kingston, April 1982.
 

I. 	 Price Waterhouse & Co., April, 1982, Study of Current Interest
 

Rates in Jamaica. Report to USAID/Kingston. Office of Govt.
 

Services, Price Waterhouse, 1801 K St. N.W., Washington, D.C.
 

J. 	 Devres, Inc., June 1981, Technology and Management Need of Small
 

and Medium Agro-Industrial Enterprises in Jamaica: Implications
 

for an International Agro-Industrial Service Center. AID Contract
 

No. AID/500/PDC-C-0223, Report to AID/S&T/AGR/AGR, 2426 Ontario
 

Rl, N.W., Washington, D.C.
 

K. 	 Danes, S. & S. Smith, June 1982, Jamaica Medium and Large Scale
 

Agribusiness Survey. Prepared for USAID/ARDO/Kingston & USDA/OICD.
 



Annex E
 

Page 3 Of 3
 

L. 	 Skogstad, S., August 1982, "Private Enterprise Strategy
 

Paper--Draft," (mimeo) USAID/Kingston, Econ. Section; unofficial
 

paper prepared for Mission review, (files, ARDO).
 

M. 	 US Embassy, Jan. 1983, "Economic Trends and Commercial
 

Opportunities in Jamaica." Economic/Commercial Sections, U.S.
 

Embassy, Kingston, 14 Jan. 1983.
 

N. 	 Government of Jamaica, Dec. 1982, Projects for Immediate Impact on
 

Foreign Exchange Earnings and Employment: A Programme for
 

Development. National Planning Agency, GOJ:Kingston.
 

0. 	 Government of Jamaica, (c. March 1982), Jamaica National
 

Investment Promotion, Ltd., Annual Neport. JNIP: Kingston.
 

P. 	 Government of Jamaica, (April, 1983), "Summary, Investment
 

Proposals, Implemntcd, Finalized, Autive." (Mimeo), Internal
 

Reports of Investment Promotion Unit, JNIP. (Files, OPED,
 

USAID/Kingston). (Approximately 30 pages of tables).
 

Q 	 A. D. Little, May - July, 1982. Jamaica Agribusiness Project
 

(532-0081). Draft reports prepared for USAID Mission/Jamalca.
 

Contract No. AID/SOD/PDC-C-6390.
 



.Annex F
 
Page 1 of 3 

ACT!IO. MiMrA1,,. FOR THE ASSISTANT AD:.,]NISTRATOR (LAC) 

FRO,' : LAC/DR, Dwight B. Johnson 

SUJECT' Jamaica Agro-Industrial Development Project (532-081) 

Your approval is required for a loan of $8,500,000 from the Section 103
appropriation, Agriculture, Rural Development.and Nutrition, for the
Jzmaica Agro-industrial Development project.
 

Backoround: 
 Jamaica has sustained eiaht consecutive years.of economic
decline, an unfortunate and unique record. 
 Following the election of 
a
new Jamaican government in October, 1980 with a strong privat'e-sectorfree-enterprise emphasis, the and
United' States Government has been providingsupport for Jamaica's economic recovery. Agribusiness has beenidentified as an area in w;hich Jamaica has historically demonstratedachievement and has a natural comparative advantaoe. Jamaicanagr'-industry now has significant unused capacity which can be broughtinto production and even further developed in the. near term.' With theobjective of speeding Jamaica's economic recovery, the 1ission hasproposed the present project aidto the agribusiness sector. 

Discussion: The purpose of the three-year loan project as proposed bytTTeTNisi n is to support the economic recovery of the Government ofJamaica (GOJ) by strengthening the private productive sector as a vehicle.
for economic growth, emplomEnt generation, and increasing food
productibn throuQh access to credit, technical. assistance and
 
prE-inestmnt studies. 
 The project seeks to promote Jamaican
a rijbusjitjes erterprises by restoring their productivity as well asdeveloping new ones. The M1ission proposes that the projcct provide (1)foreign exchanae and credit for immediate financing of new and existingagribusiness opera tions as .ell guarantee mechanismas a for insuring aportion of the sub-loans extended by tihe participating commercial banksto ,tgribusiness; (2)pre-investment funds for the identification and
of ,.,,,'r ~n.-r, ;orP "proTcts;.(3) ccnsultant services totc: private ribusirnesses frem froreign sources to assist ininstallation 2nd start-up of new operations and the management 

Zne 
upgradingof existing ones; and (4) trainino for the public-sector agribusinessstaf,, of selected financia- institutions in agribusiness investment

development and promotion. 

The principal i,plcmenting instituticn will be the Agricultural CreditBarik (ACB). The ACB will onlend project funds to commercial banks for usein agribusiness promotion, pre-irivestment studies, training, andinve t.ments. The Jamaica :,ational Industrial Promcticn Ltd. (J: iP) wouldnanae the preien'estment fund which will be used primarily in support ofthe proriotion of larger indigenous and joint venture invest',.ents. 

http:years.of
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The ,ission proposed to use AID loan funds for training and advisory 
assistance ($2.26 million), ccmodities ($105,000), educational travel
 
($c,,,00), long-tcrm credit ($8 million), and pro-investment studies and
 
technical consultant services ($2.9 million). The GOJ would contribute
 
$9.5i3 million over the life of the project; bringing the total LOP
 
funding to $18.013 million.
 

A D4EC meeting was held for"the project on September 16. As a result,
 
several modificatiors were made to the project paper. These changes are
 
summarized below:
 

1. Investment Promotion comoonent. The investment promotion fund
 
pr'optsed in the FP, whicnwas to oe anistered by the Jamaica National 
Investment Promotion, Ltd. (JNIP), was deleted from the project. The 
discussants at the DAEC meeting felt that the analysis supporting this
 
component was inadequate, and that it should not be included in the
 
project at this time. However, if After closer analysis the Mission
 
balieves that there is a strong case for including this component in the
 
project, it may choose to submit a PP amendment to the Bureau for
 

•reconsideration.
 

2. Import substitution. The PP proposed the funding of a variety

of industries in the agro-iFoustrial sector. 'However, many of them
 
relied heavily upon imported raw m*aterials which would not'contribute to
 
Jamaica's export-led economic growth strategy. Therefore, the PP was
 
amended to strengthen the screening criteria, specif.ically to exclude
 
firms whose imported raw materials requirements exceeded 35" of the value
 
of their output, except for manufacturers of farm implements. Firms
 
producing exportable products would be given-preferential treatment in
 
the according of loans.
 

3. Aqricultural De,elooment Fund. Because of the lack of
 
analysis in the ?fP
supportive of incluing funding for new enterprise

investment, funds for this purpose were eliminated from the Fund. Thus,
 
the Fund, originally budgeted for $8 million, w-as reduced to $5
 
million. The Mission may submit a PP amendment for the purpose of
 
reincorporating funds for this purpose if, after careful analysis, they

car! decnstrate that th.-re is a demand for new enterprise investment
 
runis and that the financial institutions identified for handlino these
 
funds are appropriate and likely to place them in a timely fashion.
 

4. Replenishment of foreien exchance. Language will be inserted
 
in the Loan Acreemenz to zne efTect tnat the GOJ will seek to replenish
 
the foreign exchange segment of the Development Fund to the best of its
 
ability.
 

5. Budoet. The result of these modifications was to reduce the
 
LOP budget from $13.465 million to $8.5 million, as is shown in the table
belIow.:
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t__ PP budoet r,-dified budoet Difference
 

Training .- Advisory
 

Assistance 2,260 2,300 +40
 

Comm d i t ies 105 100 


Educati0oaZl Travel 200 
 200 -0-.
 

t.o:iq.term Credit 
 8,000 5,000 -3,000
 

Pro-in',e'st.:ent Studies/

Long-te m TA 
 2,900 900 -2,000 

Total 13,465 8,500 -4,535
 

The GCJ contribution was maintained at the same level over the LOP.
 

An IEE v:as prepared, recommending a Negative Determination, with which 
the Bureau's Environmental Officer has concurred.
 

Waivcr s: No waivers will be required for this project. 

J SIi c,-. to ConCress A Conoressional Notificatiod was forwarded to
n082,S . ...... and obligations may beoincurred on or 

.after Scpte,,ber 24, 1982. 

Recormencdat ion: That you sign the attached project authorization.
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UNITED STATCS INTERNATIONAL DEVELC!rMENT 'COOPERATION AGENCY 
AGENCY FOR INTERNATIONAL DEVELOPMENT Annex 

WASHINGTON D C 	 Page ofO523 	 I 

UC/DR-IEE-83-42
 

ENVIROLMENTAL THRESHOLD DECISION 

Project Location 
 : 	Jamaica
 

Project Title and Number 
 : Agro-Industrial Project
 
532-0081
 

Fundinq 
 : 	$2,769,000 (G)
 

Lif.e of ProecLtt: 	 Five years
 

IEP Prepared by 
 : 	Tridib Mukherjee
 

USAID/Kingston
 

Recornended Threshold Decision 
 : 	Categorical Exclusion
 

Bureau Threshold Decision 
 : 	 Concur with Recontnan&,tion 

Copy to 
 : Lewis P. Reade
 

Director, USAID/Kingston
 

Copy to 
 : Tridib Mukherjee
 
USAID/Kingston
 

Copy to 
 : Robert Otto, LAC/DR
 

Copy to 
 : 	 1EE File 

James S. Hester

Chief Environmental Officer
 
Bureau for Latin America
 
and the Caribbean
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AMENDED INI TiAL EN\'IRONMENTAL EXA.INATION 

Aro-lndustrial .Prci.ect No. 532-0081 

A. Project Location: Jamaica 

Project Title:. Agro-Industrial 

Funding (FY and Amount) Component I: 
$8,500 (FY 82) 

Loan 

Component II: 
$2769 (FY 83) 

Loan 

Total Project: 
$11,269 Loan 

Life of Project: Component I: 
3 years (FY 82-84) 

Component I I 
5 years (FY 83-87) 

IEE Prepared by Donald R. Yeaman, USAID/J 
Component I 

Tridib Mukherjee, USAID/J 
Component II 

Dates Oc'tober 17, 1981 (original) 
July 27, 198.3 (amenided) 

ENVIRONMENTAL ACTION RECOMMENDED: That this Project be given
 

a categorical exclusion per 22CFR216.2(c)(2)(x) and (xiv).
 

MISSION DIRECTOR'S CONCURRENCE 

Reade per Kingston 07074(1983) 
ASSISTANT ADMINISTRATOR'S DECISION: APPROVED
 

DISAPPROVED
 

DATE
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The goal of the Project, which has two components, is to support
 
Jamaica's economic recovery by stimulating ecdnomic and
 
agricultural growth and creating employment. The purpose 
of the
 
Project is to strengthen existing agribusiness enterprises and
 
stimulate the developmen: of new cnes thereby increasing production

and productivity and responding & variety of
to needs, including

agribusiness employment, gross earnings, foreign exchange earnings,

per capita income and linking farmers and agribusiness firms to 
their mutual benefit.
 

Component I (funded under original 1982 loan):
 

This three year program will provide: (a) credit for immediate
 
investment 
in business opportunities in both new agro-industrial

projects and in existing agribusiness operations which can be expandee

(b) preinvestment funds for the identification and development

of new agro-industrial projects; (c) consultant 
services to on
going private agribusin-ess.es from'foreign sources to assist them

in carrying out the installation and start-up of new operations

and the trouble shooting of process technology and management

problems of on-going operations; and (d) training for public

sector agribusiness staff 
of selected financial institutions in
 
investment development and promotion.
 

2omponent II (funded under the amendment):
 

This five year program will provide: (a) a strategic planning
 
program to develop hard dat'a on those commodity groups and
 
related subsector profiles, where Jamaica 
can develop an
 
international competitive position; 
(b) a fore-ign industry

.targeting program to identify and attract 
foreign investors,

who alone or joint
together in ventures with appropriate

'Jamaican firms, 
have the capacity to invest in opportunities

identified through the strategic planning program; 
and (c)

prefeasibility funds to reimburse, up to $10,000 per study,
potential investors 
for their costs of prefeasibility studies
 
related to these investment opportunities. 

An assessment of both Components indicates that none of the
 
proposed activities will have a significant negative impact 
on
 
the physical or natural environment and USAID/J recommends
 
that the Project be given a negative determination requiring
 
no further environmental review. Further, the 
Project qualifies
 
for categorical exclu~ion under 22CFR216.2(c)(2)(x) and (xiv).
Component I provides support for intermediate credit institutions
 
to assist in the capitalization of the institution and
 
Component II develops the capability of the recipient country
 
to engage in development planning.
 

http:gribusin-ess.es
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UNCLAS KINGSTON 07074 
 A Ii PYI 

AIDAC ACI In rOP 

FOR J.I A HESTER, LAC./DR FROM FRANK MORRIS, "ACTG. DIRECTOR
 

E.O. 12356: N/A 
SUBJECT: THE lEE FOR THE AGRO-IN.DUSTRIAL DEVELOPMENT 
PP AMENDMENT: TYPE 32-0081 

1. THE SUBJECT lEE PREPARED BY TR'IDIB MUKIERJEE AND 
DAVI.D KNIGHT IS ACCEPTABLE TO ME. 

2. REOUEST AID/WASHINGTON APPROVAL ON 
THE SUBJECT
 
lEE. (DRAFTED: ADIR/FMORRIS, APPROVED: ADIR/FMORRIS) WARNE 

UE
 

UNCLSSIFED ' 
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Partial 1. stinF, of TEntntve Subsectora_ 

and Related Commodity _roups__ 

Subsector 

Commodity 

Groups ByProducts 

Related 

Subsectors 

Grains Corn 
Rice 

Sorhgum 

Soya 

Milling of 
rice to produce 

chicken and 
cattle feed 

Dairy 
Irrigation 

Dairy 	 Milk 
 Cheese Processing,
 
Meat Butter Packaging,
 

Pastures,
 

Grains 

Citrus Oranges Oil* for International
 
Bananas flavoring; Markets
 

Fresh drink;
 
Juice; canning
 

of sections.
 

Edible Oils 	 Coconut Animal Processing,
 
Peanut Feed Packaging
 

Sunflowers
 
Palm Oil
 

Aquaculture 	 Shrimp Cage culture 
 Water Resources
 
Tilapia Fresh water & Marketing
 

salt water Infrastructure
 
schrimp
 

Nut Trees 	 Cashew Spices Marketing
 
Pecan
 

Animals 	 Beef Milk Packaging,
 
Swine Meat Processing
 
Goats Storage & Grading
 
Rabbit 

Food Processing 	 Packaging Metalized Adequate supplies
 

Technology pouches 	 from production
 

subsectors
 

Coffee 	 Blue Mountain Roasted before Marketing
 

sold
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Subsector Commodfty 


---- _Crts 


Vegetables 	 Potato 

Cucumber 


Tomato
 
Okra
 

Root Crops 	 Cassava 

Yam 


Ornamental Anthuriums 

Horticulture 


Broe t s 	 Subse'c'tors 

Pickles Packaging
 
Potato Chips Marketing
 

Cassava-Chip Dairy
 
Flour
 

Animal Feed
 

Cut Flowers Production
 
Potted Flowers Marketing
 


