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SLWARY 

USAID/Jamaica (USAID) and the Government of Jamaica (Government) started 
the Economic Support Fund (ESF) and PL 480 Title I programs to (1) 
provide immediate balance-of-payments support to pay for critically
 
needed imports of spare parts, industrial and agricultural inputs,
 
capital goods, and basic agricultural commodities; (2) stimulate
 

production, exports and employment; and (3)assist the Government in long
term economic development through self-help measures.
 

The USAID had disbursed $389.85 million under the two programs since
 
January 1981. The principal purpose of the survey was to determine the
 
effectiveness of program controls and monitoring over the resources
 
provided by AID and over the local currency generated from those
 
resources.
 

Despite USAID's monitoring efforts, some weaknesses in program controls
 
and monitoring existed. We discussed these weaknesses with USAID
 
personnel and were told that appropriate corrective actions would be
 
taken.
 

We believe that some of the deficiencies found during our surve7 cannot
 
be attributed only to USAID monitoring but to the Government's apparent
 
laxness in submitting reports and complying with requirements. We have
 
made six recommendations to USAID/Jamaica which should improve its
 
ability to monitor the programs and induce the Government to comply more
 
fully with its commitments.
 

BACK(OUN)
 
Economic Support Fund 

On January 19, 1981, AID started a financial assistance program to the 
Government of Jamaica in order to provide immediate balance-of-payments 
support and to stimulate productiop, exports and employment. As of April 
30, 1985, the USAII) had lent the Government $297.35 million. AID 
provided the funds through eight Economic Support Fund (ISF) loans: 

Loan No. Date Amount
 
532-K-014 1/1 /81 $ 40,000,000
 
532-K-017 2/29/81 38,000,000
 
532K-018 9/27/82 50000000
 
532-X-020 12/17/82 25,000,000
 
532-K-022 3/24/83 29,350,000
 
532-K-025 11/10/83 25,000,000
 
532-K-O2SA 5/25/84 25,000,000
 
532-K-029 12/27/84 65,000,000
 

Total 297,350,000
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One condition to using the dollar loan funds was that the Government make
 
available an equivalent amount of foreign exchange to import goods and
 
services from the United States for use in the Government's economic
 
recovery program within one year from the date of disbursement. Another
 
condition was that an equivalent amount in local currency (counterpart
 
funds) was to be deposited into special accounts and used for purposes
 
agreed to by USAID and the Government.
 

As of March 31, 1985, the Government had deposited the equivalent of
 
$297,350,000 in local currency into the special accounts and had expended
 

the equivalent of $194,400,000. Generations from the last loan (K-029)
 
will be used to finance 38 development activities plus two Trust Funds
 
(USAID and UNDP).
 

The agreements (except loan 532-K-029) also required that the Government 
of Jamaica provide evidence of being in substantial compliance with 
targets established for Jamaica tinder an Extended Fund Facility of the 
International Monetary Fund and a Structural Adjustment Loan of the World 
Bank (IBRD). The Government further agreed to take other steps to 
promote economic recovery as required by co:iditions prccedent to 
disbursement and by covenants in the agreements. 

The USAID and the Government's Ministry of Finance were responsible for 
programining arid monitoring the use of local currency. The Ministry of 
Finance was also responsible for disbursing the funds to the Government 
ministries. The Bank of Jamaica was resoonsiblt for maintaining the
 
special accounts for local currency generated under the program.
 

PL 480 Title I
 

AID made four loans to the Government to import $92.5 million in basic 
agricultural commodities (wheat/wheat flour, corn, vegetable oil, rice 
and blended/fortified foods) under Title I agreements between April 30, 
1982 and Iecember 17, 1984. 

The amounts of the loans were:
 

Amount
Loan Date 

FY 1982 47Y6782 $17,o50-0,600
 
FY 1983 2/24/83 20,000,000
 
FY 1984 5/30/84 20,000,000
 
FY 1985 12/17/84 35 000 00
 

Total $92,500,000
 
U EU muN El N mum 

The Government agreed to deposit the local currency generated from the 
sale of agricultural commodities into special accounts and use the funds 
for mutually agreed upon devlolmnent activities. As of March 31, 1985, 
tile Government haid deposi ted the equi valent of $55,800,000 1tt() the 
speciil accounts 111d had reported expenditures of $47,600,000. 
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Programming and monitoring the use of counterpart funds was the 
responsibility of the USAID and the Ministry of Finance. The latter was 
also responsible for accounting for the local currency disbursed for 
approved projects. The Jamaica Commodity Trading Company (JCTC) was 
responsible for purchasing and selling the comunodities imported under the 
p-ogram. The Bank of Jamaica was responsible for maintaining the special 
accounts for local currency generated under thf- program. JCTC is a 
Government agency that imports and sells alI the PL 480 Title I
 

commodities as well as other commodities, such as cars and
 
pharmaceuticals.
 

PURPOSE AND S(OPE
 

The Inspector General for Audit in Tegucigalpa surveyed the Economic
 
Support program and the PL 480 Title I program during April and May
 
1985. The objective of the survey was to determine the effectiveness of
 
program controls and monitoring over the resources provided by AID, as
 
well as the local currency generated in connection with the transfer of
 
those resources. An in-depth audit of these programs was not conducted
 
at this time, and nothing came to our attention that would indicate that,
 
with certain exceptions noted herein, monitoring and control procedures
 
were not generally acceptable. Nevertheless, we made recommendations in
 
this report to the LISAID to correct those ieporting and monitoring 
deficiencies noted during the survey.
 

We interviewed USAID, Bank of Jamaica, Ministry of Finance, and Jamaica 
Connodity Trading Company personnel and reviewed pertinent records at 
those locations. We also interviewed the Controller and Auditor General 
of Jamaica and an IMF representative. Our review covered the amounts 
disbursed as of April 30, 1985: $297,350,000 inEconomic Support Funds, 
$92,500,000 in P1. 480 Title I resources and $2,380,000 provided through a 
Trade Promotion grant. The programming and monitoring of the local 
currency counterpart genezated under those three activities were also 
reviewed. 

The value of the Jamaican dollar was J $1.78 to US $1.00 during the 
period 1981 to 1984. As of April 1985, the rate was about J $5.32 to US 
1.00. Currency conversion rates used in this report were those in 

effect at the time Jamaican currency was deposited into the special 
accounts under the surveyed activities. 

USAID/Jamaica responded to a draft of this survey report via cable dated 
July 26, 1985. In essence, the USAII) agreed with the report findings and 
recommendations. Based on actions reportcd by the USAIl), we closed four 
of the six recommendations upon issuance of this report. The USAID's 
comments have been incorporated into this report. Reco.mendations 4 and 
6 remain open pending completion of action reportedly underway by 
USAID/Jamaica.
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SURVEY FINDINGS AND REOCQMMEDATIONS
 

EONOMIC SUPIFRT FUND 

Annual Reports on Imports Attributed by the Government of Jamaica 
to the ESF Loan 

Under the term!: of the ESF loan agreements the Government was to use the 
loan proceeds to import commodities such as machinery and spare parts, 

raw materials and other commodities from the United States to promote
 

private sector industrial and agricultural development. The Government
 

was also to provide USAID/Jamaica with reports demonstrating that the
 

loan proceeds had in fact been used to import eligible commodities. As
 

of 	May 8, 1985, the Government had provided two of the required reports,
 
one for loan 014 and one for loan 017. The USAID had not received
 

reports for the following loans:
 
Report Due Months
 

in Arrears
Loan No. 	 Date 

16
532-K-020 	 Dec. 22, 1983 1/ 

19
532-K-022 	 Sep. 28, 1983 


Mar. 28, 1984 13
 
Mar. 29, 1984 13
 
Sep. 29, 1984 7
 

2
532-K-025 	 Feb. 25, 1985 


Language in loan agreements 532-K-022, 025 and 029 stated that
 
of U.S.
USAID/Jamaica would try to provide the Government copies 


Department of Commerce computer reports on commodities exported from the 
United States to Jamaica in order to facilitate the commodity attribution
 
requirement. Howver, uitil April 1985, when a current compute," report 
was 	 delivered by the 11SAID, the Government reportedly had not received 
such reports since 1982, even though the LIAIl) stated that reports had 
been sent in May of 1984. 

Unless the Government reports on imports are received by the USAID and 
verified as being accurate, there is no precise way of knowing that the 
Government has applied AID ESF loans (nearly $300,000,000) to the kindsj 

of 	 imports that the loans were intended to finance, i.e., production 
machinery and parts, raw materials and commodities to promote the private
 
sector development. 

1/ 	Date by which importations equaling the loan proceeds were to have
 
been completed. ktual report due date was riot specified in loan
 
agreement.
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During our survey, USAID brought the matter of the delinquent reports to
 
the attention of the Ministry of Finance. However, until the reports had
 
been actually received, reviewed and found to be accurate and complete,
 
the LISAID needed to follow up to obtain them. Therefore we ,nade the
 
following recommendation.
 

Recommendation No. 1
 

We recommend that USAID/Jamaica:
 

(a) obtain the required ccmmodity reports due
 
as of May 1985 (loans 20, 22 and 25) and fomally
 
notify the Government of Jamaica that the report
 
for loan 29 will be due in March 1986; and
 

(b) review the reports when they are received to
 
ensure their accuracy and completeness.
 

Mission Comments
 

In July 1985, ISA1II/Jamaica stated that all the required reports had been 
received and reviewed to ensure their accuracy and completeness. The 
WAIl) also stated that it had so notified the Government and at the same 
time advised the Government of due dates for future reports. 

01G Response
 

Based on the USAI)'s stated actions Recoimmendation No. I is closed upon 
issuance of this report. 

Definition of %ijnificant Lnan (:ov,.nornt 

Ioan *-025One of the (section 7.A) of X,3 sttel:.ovenants 

Comnpliancef with Previou% Agiteemusits. 

[rtlborrowr aeres, except is A.1.1). may othVriSe 4grev 
in writitng, that within thirty (30) days of sifnilnw this
 
Agreenmnt itwll prov ide to A. 1.l., ill folu uxld sul%)%talwe
 
sptisfac tory to A. 1.1)., written eviden(v that it is mate
 
reiasonsiv snl tl ol faith pnogrrs Ill timplying with All
 
condit ions 4.nd covenlnlts of .;f1
pr ior A. I.1). c,%h tr oi t 

loans alrIk in submi tt in all 'relort requl r--d ill (tll.lt'( 
-
lt0111%. t4, liA!t 


rative statemont of cmpliance at |ons And efltorlts to
 
date, a t l phap ed plain for futurot Act on%, shotild stuh
 
be necessary for fill compl lance, ukli whatevet suppoortinu
 
documentttion isapprorilite.
 

tion with s11ch Such ev iden, 11ll 1 t a 
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As of May 9, 1985, the USAID could not determine: (a) what specific 
covenant, or
prior conditions and covenants were referred to in the above 


(b) whether covenant 7.A had been satisfied by the Government and if so, 
how. 

We believc that including section 7.A as a covenant in loan 025 indicated 

that the USAID had serious concerns regarding the Government's compliance 
with conditions and covenants of prior agreements. Therefore, the status
 
of the covenant needed to be explicitly clarified by USAID/Jamaica.
 

Recommendation No. 2
 

We recommend that LISMD/Jamaica:
 

(a) specifically identify which prior condi
tions and covenants are referred to in Section 
7.A of loan 532-K-025; and 

(b) determine if section 7.A of loan 532-K-025 

has been satisfied and, if so, how. 

Mission Cominents 

In its July response to a draft of this report USAID/Jamaica: 

-- stated that there were rm prior conditions precedent unfulfilled, anA 

identified two unfulfilled loan covenants (loans 18 and 22) and 
stated thaet the covenants hid been fulfilled upon receipt of 
specif ied dcitmientation from the Government. The USAi) reportedly 
rtwceivvd the fiinal require.d doctent in May 1985. 

016 esx)[ste 

Oasml on MrAIPJ/Jamaica's rex)rted actions, Recommendation No. 2 is closed 
upon Issuance oi th s report. 

Divtest iture of (k)verrrwuit -(Mted |Ijteatr t'S 

ibtvest i ture of (verivw-t-o.uwd enterprises appeared not to have occurred 
or even progrrv-d significantly since, the first LSF looa it 1981. The 
IV4 loan igrrements iontatinel ovelints requiring the Goveriurm't to tiske 
strps to divest liv,lf of publicly ohwE.d enterprises. For examp!e, loan 

coi tai ji the' followtng covejuirlt In53:4-022 late Maad 24, 198 
ArtIcle VI: 

Witim 120 days, of the date of this Areement, tw Borrowr
 
will preptrt, atn tt ion program for divestmenit of publicly
 
owjed enttrijrlsre, listing by mane he enterprises the
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Government will seek to divest on reasonable terms, in each
 

fiscal year from 1983-84 to 1985-86, the mechanism for
 
and the form of the divestment,accomplishing the divestment, 

(i.e. sale or lease).
 

in Section 7.A - Special

Loan 532-K-025A (Amendment No. 1) stated 


- that:
 
Covenants Applicable to Disbursements Over $25,000,000 


The Borrower shall, except as A.I.D. may otherwise 
agree in
 

writing, complete the privatization of the 30 Government
 

owned assets ...within eighteen (18) months of the
 

signing of this amendment. 

if any

025A was fully disbursed with little 


Nevertheless, Loan 

significant divestiture of Government-owned properties having occured. 

files addressing this issue, but
 
There was ample correspondence in the 


our review of that correspondence and discussions with USAID and IF
 

us conclude that the Government had either been
 
officials l-d to 


itself of the 30 or more enterprises

unwilling and/or unable to divest 


identified as susceptible to privatization.
 

3Recommendation No. 


We recommend that USAID/Jamaica document 
its records as to why loan 532-K-025A and 

any subsequent loan was disbursed before 

the Special Covenant applicable to divesti

ture was complied with.
 

Mission Comments
 

report cited various 
USAID/Jamaica's July 1985 response to the draft 

(We had reviewed some of
the divestiture issue.
documentation addressing 

and, stated earlier,this documentation during our survey field work as 

in itsof substantive divestment.) However,
detected little evidence 

documented its records in a 
July response the USA!l) stated that it, had 

were disbursed prior
thememoratnum to files as to why loan 025 and 025A 

of Jamaica with the covenant 
to full compliance by the Government 
required by loan 022. 

compliance to the loan 
In essence tw USAI) reportedly accepted partial 

on an August 4, 1983 "Dlivestment Report" submitted 
022 requirement based 

actions on the part
by the Goverwent, and based on reportM'd continuing 

divest itself of the identified properties. The 
of the Government to 
USAID also reported that on May 20, 1985 it had received an update of the 

which among other things, that 
August 4, 1983 "Divestment Report" showed, 


divestment was proceeding.
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In our opinion the Government is not divesting itself of publically owned
 
For 	example, even in
properties at a pace envisaged by AID program managers. 


10, 1985 update noted above, only seven divestments wre reportedthe 	May 
No. 	3 is closed upon issuance of this


Nevertheless, Recommendation
complete. 

report because:
 

as required, and 
--	 LSAID/Jamaica reportedly documented its records 

the 	Gover.ient to complete
--	 USAID/Jamaica appears to be exhorting 

the divestment process. 

USAID Trust Fund 

loans, USAID/Jamaica and the GovernmentIn connection with three of the ESF 
local currency generated would be depositedagreed that certain amounts of the 
Fund. They agreed that the total amountby the Government into a USAID Trust 

one 	or more in each quarter of the
could be deposited in several installments, 

Jamaican Fiscal Year (April I to March 31). 

are shown

The 	total amounts to be deposited into the Trust Fund from each loan 


below:
 

Amount Agreed DepositedAmount 
Loan No. in U for Deposit (J$) 	 To Date (J$)
 

J$ 5,500,000
532-K-17 $3,088,153 J$ 5,500,000 
532-K-22 4,353,371 	 7,749,000 7,749,200
 

3,000.00
532-K-29 2,362,670 12 000 000 

$9,804,194 J$'2t.20'60 J$16,249,206
Total 


NUOUUU~nuUU*UUUnUEMUNUSMOOMUUUUUE 


but 	did net maintainThe Mission was aware of deposits made into the Funid 
each deposit. Therefore,controls to determine the specific source of 

had 	 been deposited or theLSAID/Jamaica could not readily determine how much 
amount remining to be deposited under each loan. Docwentation in USAID 

members encountered infiles attested to the difficulties USAI) staff 
Government did not alwaysattempting to determine the amounts due. Also, the 

make deposits to the Trust Fund n a timely fashion. 

that the requjired depositsUpon analyzirg the Trust Flrnl account we determied 
had 	 been made. liowver, so that theLISA!) ctn more &ceadily know the status of 

maintain accminting records ofTrust Fund deposits, w bel'.eve it should 
deposits by loan number, ass'ming future iSF agreements provide for 

coninuation of the USAID Trust Fundi. 

a S 
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PL 480 TITLE I PROGkAM
 

Deposit of Sales Proceeds 

The Jamaica Commodity Trading Company (JCTC) was established by the Government
 
in 1981. JCTC was the single largest importing entity on the island; it was
 

also the sole importer for several commodities, the most important of which
 

vre bul items, grocery items, drugs, medical equipment, lumber and motor
 
The Jamaica Commodity Trading Company was responsible for
vehicles. 


purchasing and selling the commodities imported under the PL 480 Title I 

program. JCTC was also responsible for depositing into special accounts in 
the Bank of Jamaica amounts in Jamaican dollars equivalent to the value of the 
commodities received undei each PL 480 loan. 2/ 

Proceeds from the sale of commodities were deposited five to ten months after
 

arrival of each shipment of commodities, the average period being six months.
 
This delay was attributable to the fact that the Mission did not include a
 

provision in the loan agreements or related documentation requiring that
 
after the arrival of the
deposits be made within a certain period 


special
commcdities. Furthermore, JCTC had made deposits into the accounts 
by the Ministry of Finance. Also, the sales
only when requested to do so 

proceeds were not being deposited into interest-bearing accounts, as
 

reconunended in AID Policy Determination No. 5. AID Policy Determination No. 5 
February 22, 1982
- Programming PL 480 Local Currency Generations - dated 


states:
 

Missions shou'ld consider depositing the sales proceeds into
 
an interest btearing commercial bank account established to
 
help finance development activities not agreed upon during
 
negotiations or not yet ready for implementation; both the
 
principal and the interest can later be used for funding
 
such activities.
 

Bank of Jamaica (Bank) personnel told us that there was no reason why
 
they could not establish an interest-bearing account, if the Government
 
of Jamaica and USIMI) agreed to do so. 

In holding Pl. 480 Title I sales proceeds for up to ten months, Jc1IlC was 
able to utilize those proceeds whereas they might better have been used
 
for priority development projects. By not depositing the proceeds into
 

revenues were lost to development
interest-bearing accounts, additional 

projects.
 

_T/Ech Pl 480 Title I agreement required that a separate special account
 

be established.
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Recommendation No. 4
 

We recommend that USAID/Jamaica, inconsultation with
 
appropriate Government of Jamaica officials:
 

(a) inclutde in future PL 480 Title I loan agreements 
realistic time limits governing the deposit of sales 
proceeds into the designated special accounts, and
 

(b) establish interest-bearing accounts for de
posits of proceeds from the sales of PL 480 Title I
 
commodities, inaccordance with the pertinent AID
 
policy determination, or document its records as to
 
why this should not be done.
 

Mission Comments
 

USAID/Jamaica reported in its July 1985 response to the report draft that
 

report required annually had never been submitted
 

itwill seek to implement Recommendation No. 4 infuture PL 480 Title I 
agreements. 

Monitoring of PL 480 Title I Program Requirements 

USAD/Jamaica needed to improve its monitoring of 
compliance with requirements of the PL 480 Title I loan 

the Government's 
agreements. For 

example, at least one 

by the Government, and some of the periodic reports were submitted well
 
after they were due.
 

The Government of Jamaica has not submitted to USAID/Jamaica an annual,
 

certified report of the receipt and expenditure of PL 480 sales proceeds.
 

Part I of the FY 1982 loan agreement states that the Governmnt: 

... shall furnish in accordance with its fiscal year budget 
ieporting procedure, ... not less often than annually, a 
report of the receipt and expenditure of the proceeds, certi
fied by the appropriate aixjlt authority of the govern
ment cf the importing country, and in case of expenditures 
the budget sector in which they were used. 

The USAID had not requested tht report. Mission officials in charge of 
the PL 480 program could not provide a good reason for not requesting the 
report, aml it seemed to us they were not aware of this requirement. 

The loan agreements and memoranda of understanding requt red thw 
Government to submit several other periodic reports to All). Some of tle 
reports were not received in a timlv mainer, e.g., batik vtateents of 
the special accounts into which 11. 480 sales proceeds were deposited. As 
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of April 30, 1985, the last bank statements found in LSAID files were
 
dated June and July 1984, and were for the FY 1982 and FY 1983
 
agreements, respectively. No bank statements for the FY 1984 or FY 1985
 
accounts appeared to have been received by LISAID/Jamaica.
 

A Mission official stated that problems have been experienced in
 
obtaining timely reports from the Goverunent because of apparent
 
communication problems between the Ministry of Finance, which is in
 
charge of submitting most reports to LSAID, and other Government entities.
 

Recomendation No. 5
 

We recommend that USAID/Jam~ica formally request the
 
Government of Jamaica to submit required annual
 
reports on receipt and expenditure of PL 480 sales
 
proceeds, as well as the required bank statements 
for deposits unider the FY 1984 and FY 1985 P1L 480 
ag reemen ts. 

Mission Comments
 

In its July 1985 response, IfAIlD/Jamaica stated that it had requested, by 
letter. tl required annuial certified report and that it had received 
up-to-date bank statements. TK LISAI) also pointed out tlat even though 
the required: 

...annual certified report had not been requested previous-ly 
anid transmittal of bank statements from the bank of Jamaica
 
to the Ministry of Finance, arnd then to USAll), was frequently
 
delayed, sales proceeds for all c onoditi es received had been
 
dposited into Spc i al a((ounts, atid adequate eport in." of 

dra6-lowns agailist these at:colilt ha%. beuii provided by thc
 
(k)v rrii|i'uit o( .Jamalita, altit 1%dK Itle(f1 ted in Mi sSIol t Iles. 

Blased on the st at.d at ton takeii by INAlI?!Jamai.a, kecoiwlumfattOli No. 5 

oSSIi report.is cloSed upoll e of ths 

ton No.
{e tiftld~cl~t ,
 

We netotuwju'lw that ItAIDl)/Jama 1 s dev Ita siystem or 
&hc(kl 1t that will Olert all its projrt~t mantagers 
when 1r"(qu1t'-d irl'ort s ,4e due ft1(0 the ()ve riwknt 

of Joamalca. l1w ' stemu, should triitii' the ginern

tion of a wittel not ice to Ap)luOI)tlte (J offici
als, if reports Nre riot recevril on a timely basis. 
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Mission Canents
 

LSAID/Jamaica stated, in its July response, that it has "...already
 
instituted improved systems of monitoring the receipt of required reports
 
on the deposit and expenditure of local counterpart resources." The
 
USAID further indicated that it intends to improve the overall monitoring
 
of its projects through recently acquired computer technology.
 

LISAID Monitoring of Counterpart Punding for Its Projects 

The USAID apparently did not attempt to ascertain specific host country
 
contributions to USAID funded projects. (A significant amount of the
 
local currency provided to the Government as a result of the ESF loans
 
and PL 480 Title I sales isbudgeted for USAID projects.) The IJSAID, we
 
were told, took the position that if the projects were progressing well
 
the Government must be meeting its commitment.
 

Our discussion with selected UISAID project officers and staff indicated
 
that counterpart funding has been a problem and that the lack and/or
 
tardiness of the Government in meeting its financial commitments had
 
caused certain projects to falter. For example, individuals in LISAIi)'s
 
Office of Agricultural and Rural Development ,tated that projects have
 
suffered because of late Government counterpart contributions.
 

We are making no formal recommendation in this survey report because our
 
survey did not cover a review of specific projects to determine ii lack
 
of Government funding is in fact a serious problem. However, we believe 
the SrsAll] needs to devise a means of (1) keeping current on couterpart 
contributions by the Ministries through periodic progress reports (which 
was not being done), and (2) reviewing counterpart contributions when 
projects lag because such contribut ions appear del inquent. 
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APPENDIX 1
 

REPORT DISIRIBUTION
 

No. of Copies 

Director, WSAID/Jamaica S 

M/LAC 1 

!A/CAR/J 2 

LAC/GC 1 

LAC/i 1 

LAC/DP I 

FVA/FFP 2 

AA/XA 1 

XAIFR I 

LEG 1 

GC 1 

AMMA 2 

M/l /AS!) 2 

PI' I) Ii 5, 

M/SIR/AO 1 

RLA/MARBADOS 1 
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