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A. SUMMARY AND RECOMMENDATIONS;
 

1. Recommendation
 

The A.I.D. Regional Development Office/Caribbean

recommends authorization of a loan for $20,000,000 to enable
 
the Caribbean Development Bank to contribute to programs of
 
economic stabilization and growth in participating CDB member
 
countries. The Loan will be funded in FY '78 under four
 
appropriation categories as follows: F & N - $12.5 million;
 
E & HR - $2.0 million; H & P - $2.0 million and SDA - $3.5 
million. 

2. Borrower and Executing Agencies
 

The Borrower and primary executing agency will be
 
the Caribbean Development Bank (CDB). The CDB is a regional

development finance institution, established in 1970 and
 
composed of eighteen (18) regional and-two (2) non-regional

governments. Its purpose is to promote the development and
 
integration of its borrowing member governments with special

emphasis on its less developed members!/. The recently _
 
established Caribbean Development Facility (CDF) will also
 
play a role in execution of the Project. The Facility was
 
created by the Caribbean Group for Cooperation in Economic
 
Development to provide supplementary financing of projects

and programs for which international institutions or other
 
external lenders are providing financing.
 

3. Project Summary
 

The purpose of the A.I.D. Project is to assist the
 
governments of the English-speaking Caribbean countries
 
participating in the Caribbean Development Facility to
 
maintain adequate levels of development investment by

providing resources needed to carry out essential donor
assisted socioeconomic projects. The Project will help

finance the local contribution to essential donor-assisted
 
development projects thereby permitting hard-pressed govern
ments to utilize the external project assistance available
 
to them. Countries participating in the Project will have
 
committed themselves to the Caribbean Group to undertake
 
self-help measures reflected in economic programs designed

to achieve financial stability and long-term growth. The
 

l/ Lesser Developed Members (LDC) - Antigua, Belize, Dominica,

Grenada, Montserrat, St. Kitts-Nevis-Anguilla, St. Lucia,
 
St. Vincent, British Virgin Islands, Cayman Islands and
 
the Turks and Caicos Islands.
 
More Developed Members (MDC) - Bahamas, Barbados, Jamaica,
 
Trinidad and Tobago and Guyana.
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Project will consist of a loan in the amount of twenty
 
million U.S. Dollars to the Caribbean Development Bank,
 
which will enable the CDB to contribute to the financing
 
of a program of economic stabilization and growth in the
 
participating CDB-member countries. Loan funds will be
 
used to finance the local costs, and in the case of the LDCs
 
foreign currency costs, of eligible donor-assisted projects.
 

Member CDB countries of the English-speaking Caribbean
 
who have participated in the Caribbean Group may be eligible

for subloans under the Project,provided that agreement has
 
been reached with the CDF on appropriate development policies
 
and investment programs. Projects eligible for financing
 
under the Project will consist of those projects included
 
in the country investment programs approved by the
 
Caribbean Group which meet the criteria set forth in Section
 
7. These criteria have been established to ensure that only
 
projects consistent with A.I.D. legislation will be financed.
 
The estimated amount of local costs required by eligible

projects for the first fifteen (15) months of CDF operations
 
(July 1, 1978 to September 30, 1979) will be eligible for
 
financing with the exception of projects in the LDCs. For
 
LDC projects assisted by the CDB (providing at least 30 per
cent of the project costs) both foreign exchange and local
 
currency costs will be eligible. Subloans financing
 
fifteen (15) months of local costs of eligible projects will
 
be made by the CDB to Participating Governments for their
 
general economic stabilization and growth programs on the
 
basis of their general credit worthiness.
 

CDB loans to Participating Countries pursuant.to this
 
Project shall be at an interest rate of 4 percent p.a. for
 
the maximum term feasible (including grace period) con:3istent
 
with timely repayment of this loan by the CDB. For MDCs,
 
the repayment period will be just under twenty (20) years

including a ten (10) year grace period; for the LDCs the
 
repayment period will be just under thirty (30) years

including a ten (10) year repayment period. The interest
 
rate spread over the life of the Project will fully cover
 
the administrative costs of the CDB under this Project. Any
 
amounts in excess of actual administrative costs will accrue
 
to the CDB for general development lending.
 

4. Fund Allocation
 

The Caribbean Development Facility has recommended
 
the following country allocation of Project Funds based on
 
country need, number of eligible projects, and availability
 
of funding:
 

http:pursuant.to


Jamaica 

(US$ Millions) 

12.0 

Guyana 4.5 

Barbados 1.5 

CARICOM LDCs 
TOTAL 

2.0 
20 0 

5. Summary Rationale
 

The countries of the Caribbean are undergoing a

difficult period of economic adjustment. The quadrupling

of oil prices and the large increases in prices of imported

foodstuffs since 1973/74, combined with a severe contraction
 
in international demand for the Region's major exports and
 
services resulting from the world economic recession, has
 
had dire consequences for the Caribbean economies. 
 Economic
 
growth has leveled off or in many instances declined, with
 
consequent deterioration of living standards. In Jamaica,

for example, real per capita income has declined some 19
 
percent since 1973 and a further decline in real wages on
 
the order of 25 percent is anticipated in conjunction with
 
stabilization measures recently negotiated with the IMF.

Throughout the Caribbean, unemployment is rising dramatically,

reaching 30 percent in soe countries. Agricultural production

is not keeping pace with population growth. The global

economic events have brought to the surface the inherent
 
weakness of the economic structures of the small island
 
countries and at the same 
time has circumscribed their
 
capacities to cope with these weaknesses. Under these
 
circumstances the abilities of Caribbean countries to achieve
 
growth with equity and to assist their poor is severely
 
limited.
 

The two countries most seriously afflicted by the adverse

external developments have been Jamaica and Guyana. Both
 
countries had embarked on ambitious programs to redistribute
 
income and wealth. They increasingly centralized their
 
economic decision-making to restructure major social and
 
economic relationships including the acquisition of

substantial portions of foreign-owned productive assets. In

attempting to carry out all these structural changes at a

time of world wide economic disruption, they have placed

excessive strain on the financial capability of the public

sectors and have created a climate that is giving rise to
 
private capital flight. To sustain their expansionary

activities and cover 
 balance of payments deficits, both
 
countries borrowed heavily from external 
sources. When re
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course to external borrowing proved inadequate they have
 
had to impose restrictions on foreign trade and payments

to bring their external accounts into balance. In
 
addition to Jamaica and Guyana, the Governments of the
 
smaller English-speaking Eastern Caribbean countries
 
(LDCs) depended very heavily for their viability on external
 
grants and concessional loans even prior to 1974. 
 They

maintained at best a precarious financial balance and have

been highly responsive to social pressures for raising

living standards. These pressures have continued during

recession and reduction of budgetary grants by the United
 
Kingdom. Accommodation of these pressures under such
 
circumstances has imposed heavy burdens on their public

finances, generated domestic inflation and in 
a number of
 
instances resulted in declining outputs and incomes.
 

In its role as leader of the Caribbean Group for
 
Cooperation in Economic Development, the IBRD has analyzed

the total external assistance requirements of the Region

and the various assistance instruments necessary to achieve
 
growth with equity in the Caribbean context. The IBRD
 
analyses have spotlighted the conflict facing the Caribbean
 
Governments between the need to stabilize budgets and
 
balance-of-payments, and to avoid even higher levels of

unemployment that stabilization measures bring. As govern
ments restrict credit and cut budget expenditures in order
 
to restore equilibrium to their budgets and external
 
accounts, investment slows and operating capital becomes
 
unavailable, resulting in unemployment as enterprises cut
 
back or begin to close down. There is 
a critical need for
 
external assistance to enable the recipient countries to

maintain acceptable levels of development expenditures while
 
executing prudent policies directed toward achieving

sustained economic stability. The World Bank has been able
 
to get commitments from the donor community to significantly

increase external assistance, although the greater portion

of the assistance promised is limited to project financing.

The Caribbean countries, however, do not have the resources
 
to meet the required local cost contributions to these
 
projects, effectively precluding them from taking advantage

of the available assistance. The World Bank proposed the
 
establishment of a multi-donor Caribbean Development Facility

(CDF), principally to meet the needs of Caribbean Region

governments for financing the local costs off 
their donor
financed investment projects over the next five years. 
 This
 
Project represents the initial U.S. Government contribution
 
to the CDF.
 

6. Summary Findings
 

The Caribbean Development Facility Project

appropriately addresses a priority constraint in the English



speaking Caribbean --supplementary financing for critical
 
socioeconomic development projects. 
 It has been designed

within the constraints imposed by A.I.D. legislation. It
 
is judged administratively feasible as a result of lengthy

negotiations with the CDB and the World Bank. 
It will be
 
financially feasible to the extent that it is successful
 
in achieving its purpose, i.e., to assist in restoring

economic growth to participating countries so as to assure
 
repayment. The Project meets the requirements of FAA
 
Section 611. On a subproject level, proper planning and
 
costing is assured by the fact that only subprojects in
volving prime donors with internationally recognized

planning and project development capacity will be financed.

On an overall level, reliance is placed on the recognized

capacity of the CDB and the throughness of Project discussions
 
with the Bank. The Project meets all other applicable
 
statutory criteria (See Annex 3, Statutory Checklist and
 
Annex 1, Certification of A.I.D. Representative).
 

7. Conditions and Covenants
 

The conditions precedents and covenants below are
 
proposed in addition to the standard conditions..
 

(a) Conditions Precedent. Prior to the disburse-
ment of the proceeds of the A.I.D. loan for the costs of any

eligible project, the CDB must furnish to A.I.D. the
 
following:
 

(1) Evidence that the recipient country has qualified

for assistance through the CDF.
 

(2) Evidence that the CDB has identified the pr9ject

to which assistance will be provided as an Eligible Project

(as defined by the criteria set out in the first covenant
 
below).
 

(3) Evidence that the CDB has received from the primary

donor a written statement, with such supporting documentation
 
as may be necessary, confirming;
 

(i) that the proposed Eligible Project is currently

technically, economically and financially feasible.
 

(ii) that the financial plan for the eligible project

prepared by the appropriate donor has been reviewed and
 
updated.
 

(iii) that the proposed eligible project will not
 
have a significant effect on the human environment or if
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such project does have such a significant effect that a
 
satisfactory environmental analysis has been prepared; and
 

(iv) that the proposed eligible project (which shall
be adequately described), will have a significant impact on

the poor in the Participating Country, including a brief
 
explanation of how this impact will be achieved.
 

(b) Covenants. The CDB will covenant as follows:
 

(1) The CDB covenants that funds made available by A.ID.
under the Project shall be utilized for disbursement on
 account of projects in Participating Countries which:
 

(i) are sponsored by external, free world donors,
 

(ii) are designed to have a significant impact upon

the poor in the Participating Country, referring generally,

for the purposes of this Agreement,to those persons in the
lower 50 percentiles in terms of income per capita.
 

(iii) fall within the following categories:
 

- food and nutrition projects, including, without
limitation, agriculture, livestock, and dairy, fisheries,

forestry, marketing and credit services, rural community

development and rural infrastructure (e.g., small-scale
 
irrigation, access roads);
 

-
projects to reduce the rate of population growth

(other than those providing for abortions), or which foster

improved health, disease prevention and environmental
 
sanitation;
 

- education and human resources development,

including, without limitation, formal and non-formal

education, manpower training and placement, public administra
tion and human resources planning; or
 

- special development activities, including, with
out limitation, those projects involving small-scale
 
enterprises and self-employment activities, urban development

programs, labor-intensive industrial enterprises, appropriate

technology, non-conventional energy production and conserva
tion, environmental protection and development research;
 

-
do not involve the promotion of production or
marketing of sugar, palm oil or citrus products.
 

(2) The CDB covenants that no funds made available by A.I.D.
under the Project shall be loaned by the CDB to the Govern
ment of Jamaica until after September 30, 1978.
 



P. PROJECT BACKGROUND
 

1. The Regional Economy
 

The 1970's have been a particularly disruptive decade
 
in the economic life of the Caribbean countries. The inflation
 
and world economic recession which ensued in 1973/74 has had
 
a serious adverse impact on the economies of the region. The
 
quadrupling of oil prices, the large increases in prices of
 
imported foodstuffs, combined with a severe contraction in
 
international demand for some of Lhe region's major exports
 
of goods and services, had particularly dire consequences.
 
Economic growth was stymied and in many instances living
 
standards deteriorated. Although many of the Caribbean
 
countries have enjoyed relatively high per capita incomes,
 
their frail economies were dependent on large external capital
 
inflows, and the turbulent economic events of this decade
 
brought to the surface the inherent weaknesses of their
 
economic structures. These events have also placed heavy
 
strains on their social and political structures.
 

Rapid increases in the price of sugar throughout 1974
 
and much of 1975 were a mitigating influence in the sugar
exporting countries of the region. They more than offset
 
the impact of world recession and imported inflation. Some
 
countries exercised prudence in responding to these sudden
 
gains, while others launched ambitious public sector social
 
and development programs. The latter did not fully gauge
 
how ephemeral this windfall was to be and continued their
 
expansionary policies in the face of the precipitious decline
 
in sugar prices in 1975. External borrowing on conventional
 
terms helped sustain momentum temporarily, but only served to
 
postpone the adjustment to changes in the world economy. In
 
fact, some of these countries have only recently felt the
 
financial corstrictions experienced earlier by non-sugar producers-
constrictions that could have been less severe had more
 
appropriate fiscal and balance-of-payments management policies
 
been instituted.
 

The two countries most seriously afflicted by the adverse
 
external developments were Jamaica and Guyana. Both countries
 
had embarked on ambitious programs to redistrLbute income
 
and wealth. They increased economic centralization to restructure
 
major social and economic relationships. Moreover, these
 
countries started to acquire substantial portions of foreign
owned productive assets. In attempting to carry out a number
 
of structural changes at a time of worldwide economic disruptive,
 
they strained the financial capability of their public sectors
 
and created a climate that gave rise to private capital flight.
 
Levels of consumption rose more rapidly than output; consequently,
 
domestic savings declined and investment became increasingly
 
dependent on external borrowing. Combined with rapid domestic
 
credit expansion, this had serious balance-of-payments effects.
 
To sustain expansionary activities and cover the balance-of
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payment deficits, Jamaica and Guyana borrowed heavily from
 
external sources, increasing their external debt burdens to
 
the point of impairing their credit worthiness for borrowing
 
on conventional terms. When external borrowing proved inadequate
 
to alleviate their external payments positions, they were forced
 
to impose restrictions on money supply and on their foreign

trade and payments. These restrictions effectively curtailed
 
new investment and denied national industry needed raw materials
 
with a consequent fall in production and increasing unemployment.

The restriction also curtailed trade with their partners in
 
the Caribbean Common Market, highlighting the emerging conflict
 
between short-term viability of the countries facing balance-of
payments crises and the overall economic interests of the region.
 

The Governments of the smaller English-speaking Caribbean
 
countries depended very heavily for their viability on external
 
grants and concessional loans even prior to 1974. They had a
 
precarious financial balance. They have been highly responsive
 
to social pressures for raising living standards and their people
 
have enjoyed per capita consumption levels considerably in excess
 
of the levels justified by the output of their economies. Such
 
pressures have continued during recent years in the face of
 
eroding resources resulting from world recession and reduction
 
of budgetary qrants by the United Kingdom. Accommodation of
 
these pressures under such circumstances is imposing heavy

burdens on their public finances, generating domestic inflation
 
and, in a number of instances, resulting in declining outputs
 
and incomes.
 

The results have been declining output and falling

standards of living since 1973-74 throughout the region. For
 
the CARICOM countries excluding oil-producing Trinidad and
 
Tobago, the weighted average of real GDP between 1974 and 1977
 
is estimated to have fallen by about 5 percent per year, reflect
ing hesitant tourism and adverse developments both in the mining
 
sector (particularly bauxite and alumina) and in agricultural

exports. Between 1970 and 1974, gross national savings averaged

20 percent of GDP, and public sector savings 4 percent of GDP,
 
but during 1974/77 gross national savings averaged only about
 
10 percent of GDP and the public sector had negative savings
 
equal to 5 percent of GDP. Unutilized capacity has increased
 
significantly, employment rates have fallen off drastically

and new entrants into the labor market are faced with no jobs.
 
The human costs of these recent economic events have been
 
staggering in both social and economic terms.
 

2. Country Situations
 

a. Jamaica:
 

Jamaica's economy experienced a crisis of major

proportions in 1976 as GDP decreased 6.7 percent in real terms,
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following three years of virtually no growth. Unemployment

increased from 21 to 24 percent of the labor force. Deficit 
-

financed government spending increased by 24 percent, provi
ding a major stimulant to inflation, which reached 14 percent

in 1976. Although the trade gap narrowed in 1976 as imports
 
and exports both dropped by 18 percent, private capital out
flows increased significantly. Despite IMF drawings of $65
 
million, foreign exchange reserves dropped catastrophically,
 
by $268 million, leaving gross reserves at $41 million (two
 
weeks of imports) and net reserves at minus $204 million. The
 
following year, 1977, was not much better.
 

In January, 1977, the Jamaican Government began
 
to take measures to alleviate the country's severe economic
 
problems. These measures included a new tax effort, a wages
 
policy for both thepublic and private sectors, tightening of
 
the import restrictions and exchange rate adjustment. In
 
July 1977, the Government adopted a comprehensive program
 
covering a period of almost two years, and this program became
 
the basis for an agreement with the IMF on a Stand-by arrange
ment. Under this arrangement, Jamaica drew the first tranche
 
of US$22 million but, as a result of the slippage under the
 
two-year program, was unable to remain eligible for the second
 
drawing in December, 1977. In addition to being able to
 
maintain a successful incomes policy, the Government was also
 
concerned about the extent of the decline in output and the
 
increase in unemployment that were accompanying the program.

Rather than readjust the targets for a two-year stabilization
 
program, the Government and the IMF agreed that the program
 
should be revamped and negotiations were completed in early

May, 1978 for a three-year Extended Fund Facility arrange
ment. This arrangement will permit a longer period for adjust
ment and also provide a higher level (about US$220 million for
 
the next three years). of financial assistance from the IMF.
 
The key elements of this program are: (a) the unification
 
of exchange rates at the new level of US$1.00 = J$1.55, which
 
represents an initial devaluation of 15 percent, to be followed
 
by small monthly devaluations totalling about 15 percent over
 
the next twelve months; (b) the maximum limit of 15 percent
 
increase per year for wages, including fringe benefits; (c)
 
the reduction of the fiscal deficit if the public sector
 
through expenditure cuts and a new tax package;and (d) the
 
encouragement of private sector investment. In addition, the
 
program contains ceilings on net domestic credit to the public
 
sector from the banking system; limits on the net domestic
 
assets of the Bank of Jamaica; limits on the authorization of
 
new foreign indebtedness by public sector; targets for increases
 
in the international reserves; and provisions for orderly manage
ment of payment arrears.
 



-4

Jamaica's balance of payments improved considerably
during 1977, reflecting both improved international demand

for bauxite/alumina and the effects of the domestic policy
measures which were introduced to deal with the crisis.

chandise imports were reduced by 23 percent in 1976. 

Mer-

The
current account deficit was reduced to US$68 million, one of
the smallest deficits in recent years, compared to a level of
US$303 million in 1976. The situation also improved somewhat
 on the fiscal side. In reflection of the improved aluminum
market, receipts from bauxite increased slightly. This was


accompanied by a 12 percent cut in nominal terms in capital
expenditures. 
Mainly as a result of these measures, the
Central Government deficit was reduced to about 15 percent
of GDP, still a large deficit but substantially lower than

the 19 percent of GDP in 1976/77.
 

These accomplishments have been, however, at a
heavy cost in terms of output and employment. The drastic
reduction of imports has led to the closure or reduced activity of many distributing and manufacturing firms. Capacity
underutilization is very high and unemployment continues at
the high level of about 25 percent of the labor force. Real
GDP is estimated to have declined by at least 4 percent in
1977, following two successive years of negative real growth.
 

b. Guyana:
 

In 1977 only a marginal improvement in Guyana's

economy took place despite the introduction of restrictive
 
measures to improve the balance of payments position and a
40 percent reduction in public sector capital expenditures.

Recovery was hampered by a long strike of sugar workers, low
world sugar prices and a substantial increase in the minimum
 wage effective in the public sector. 
The current account

deficit in the balance of payments was still about US$95 million
(22% of GDP). Dwindling net capital inflows were inadequate

to fill the gap, only partially offset by increased Venezuelan
and Brazilian short-term deposits. As a result, net foreign

exchange reserves became highly negative and the country had
accumulated about US$40 million in commercial arrearages by

the end of the year.
 

Unfortunately, the Government's investment cutbacks
did not result in improved public sector savings, mainly because of a reduction in sugar revenues, losses in operations
of several public enterprises, and the impact of the substan
tial minimum wage increase on the Central Government wages
bill. As a consequence, and despite cutbacks in non-wage
Central Government current expenditures, public sector savings
became negative in 1977. Accordingly, Guyana depended entirely
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on gross external inflows,'domestic borrowing and money

creation to finance public sector investment in 1977.
 
Although gross external inflows declined from 1976, they
 
were still equivalent to over half of public investment
 
expenditures. The accumulation of balance-of-payments
 
arrearages resulted temporarily in increased liquidity in
 
the banking system, which the public sector used to help

finance its budgetary deficit. This, of course, is not a
 
sustainable method of financing public investment.
 

As a consequence of the import cutback, investment
 
reduction, modest growth in bauxite/alumina output and the
 
reduction in sugar production due to the strike, real GDP
 
declined by approximately 6 percent in 1977. At the same
 
time, the removal of some consumer subsidies and further
 
import restrictions on consumer goods resulted in an
 
estimated 11 percent rate of inflation in 1977.
 

Economic developments in early 1978 have indicated
 
that most of the problems present in 1977 still exist. The
 
external position continued to be critical despite improved
 
export performance by sugar, rice and bauxite. An overall
 
increase in export earnings permitted a slight reduction
 
in the level of arrearages but was insufficient to alleviate
 
the overall shortage of foreign exchange. There have been
 
increas.>g shortages of intermediate goods, spare parts

and of essential consumer goods.
 

In March the Government produced the 1978 budget

which called for a wide ranging program devoted to raising

public sector revenues, tightening public expenditures

policies through control procedures and achieving a higher

degree of efficiency in the public sector. To achieve its
 
program, however, the Government will need to increase
 
revenues by about 6 percent. A Stand-By Agreement has
 
been signed with the IMF which provides SDR 15 million in
 
the form of one credit tranche and access to the Compensa
tory Financing Facility. The agreement is expected to be
 
a bridge to an Extended Fund Facility starting 1979.
 

The Agreement calls for various policy measures
 
aimed at halting the recent economic deterioration by (a)

curbing private consumption and (b) increasing public sector
 
savings. Private consumption will be affected by an
 
increased tax/reduced subsidy program which will yield

about 4 percent of GNP. The prices of goods and services
 
produced by the public sector will be raised and net social
 
security taxes raised. These measures will yield about 2
 
percent of GNP. Savings and lending rates have been raised,

and net domestic credit expansion will be limited to 10
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percent * Taken together, these policies will encourage

savIngs and discourage private spending while helping to
 
put the public sector on a more solid financial footing.
 

In addition, the Agreement foresees no further
 
loss in international reserves. The current account deficit
 
will be slashed 60 percent as exports increase (due to
 
higher physical quantities exported) and imports grow less
 
rapidly than in the past. A small trade surplus will be
 
used to pay arrearages. Limits will be placed on new
 
public sector external debt maturing up to 12 years.
 

c. Barbados
 

Following several years of economic stagnation,

engendered by a decline in private investment and there
after exacerbated by the 1973-75 world recession, the
 
economy recovered moderately by 3.8 percent in 1976.
 
Although all sectors of the Barbados economy recorded real
 
increases, growth in manufacturing (17.9%), construction
 
(13.1%), and agriculture (6/8%) provided the main impetus.

The strong performance in
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manufacturing and construction was attributable to 
improve

ments in the utilization of existing capacity, the 
initiation
 

increase in the number
 of new manufacturing ventures, and an 


of public sector projects. The good performance of the
 

in 1976 followed a period of stagnation,
agriculture sector 

during which adverse weather, the withdrawal of 

land from
 

productive use, and the outbreak of livestock disease 
were
 

Growth performance in 1977 was acceptparticularly onerous. 

able (at 4.7%), as sugar production made sizeable gains, but
 

drought conditions in June and July dampened non-sugar 
agri-


Manufacturing and construction grew
cultural growth to 6.9%. 

more slowly than in 1976 and future gains will depend 

on real
 

capital formation. Tourism, which had suffered the worst
 

year in over a decade in 1975, recovered moderately 
in 1976
 

and strongly in 1977 when tourist arrivals were up 
by almost
 

12%.
 

The rate of domestic inflation in 1976 fell
 

dramatically, averaging about 5% for the year in terms 
of
 

However, inflation
retail prices (down from 12.3% in 1975). 

rates in the US and the decline in sterling over most 

of 1976
 

dampened Barbadian importedprice inflation significantly. 
De

food and raw materials
clining international prices for some 

and greater price stability in fuel and finished-product
 

markets further helped contain imported inflation. 
But in
 

1977, despite the intentions of the Government to 
contain
 

inflationary builddomestic inflation to 5% for the year, an 


up produced an overall increase in domestic prices 
estimated
 

at 11%.
 

While the potential for future growth is promising,
 

the balance of payments and public finances continue 
to exhibit
 

The sudden fall in sugar levy receipts
serious weaknesses. 

and a sizeable two-year public sector wage increase 

were the
 

principal causes of a deterioration in public finances 
in
 

Total public sector savings fell to slightly more
1976/77. 
 -- a year

than 2% of GDP in 1976/77 from over 7% in 1975/76 


in which total public sector finances were virtually 
in equi

librium. This deterioration is estimated to have continued
 

through 1977/78 when public sector savings reached 
a low of
 

0.7% of GDP and the overall public sector deficit rose 
to
 

over 8% of GDP.
 

Increased imports (primarily attributable to an
 

acceleration in consumer spending in the early part 
of the
 

the decline in exports engendered by the precipitious
year), 

drop in sugar prices and hesitant tourism growth led 

to a
 

deterioration in the balance of payments current account
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deficit to over US$57 million in 1976. Further deterioration
 
drove the deficit to US$62 million (about 14% of GDP) in 1977.
 
Further declines in international sugar prices and stronger
 
consumer import spending were the main causes. Low levels
 
of net international reserves (currently equal to slightly
 
more than 2 weeks of imports) and continued reliance on short
term and other capital inflows to finance the deficit continue
 
to be disturbing manifestations of structural debility in the
 
balance of payments picture.
 

d. Less Developed States (LDCs)
 

Agriculture, which grew at an average of 1.1 per
cent annually from 1971 to 1976, was the only sector which
 
experienced growth during that period for the seven Eastern
 
Caribbean Common Market countries as a whole. Industry
 
decreased 1.0 percent per year, tourism went down 2.3 percent
 
and services decreased 1.8 percent over the same period. Over
all, GDP contracted at an annual rate of 1.3 percent per year.
 
Since population growth was about 2 percent, per capita GDP
 
decreased about 3.3 percent per year from 1971 to 1976.
 

The resulting unemployment, increasingly urban in
 
nature, caused pressures on the constituent governments to
 
provide ameliorative programs that their weak financial struc
tures could no Longer afford upon termination of UK budgetary
 
support grants. In general, current expenditures increased
 
faster than current revenues, even though special revenue
 
efforts increased tax receipts from 18.5% of GDP in 1973 to
 
19.4% in 1976. Nevertheless increased commercial bank borrow
ings were necessary (there are no central banks), and future
 
deficit financing will be limited as the banks are unwilling
 
to increase their exposure.
 

Such foreign exchange and payments data as are
 
available for 1976 indicate substantial trade imbalances, with
 
exports of goods and services (including tourism) financing
 
only 48 percent of imports. Imports, which were equal to 86
 
percent of GDP, consist mainly of food, POL, machinery and
 
manufactured goods. Exports, at 41 percent of GDP, consist
 
mainly of food commodities. In short, these islands could
 
not approach their present level of income without foreign
 
trade, but they are having increasing difficulties exporting
 
sufficient quantities to maintain present levels of consump
tion.
 

The exception to the general dismal LDC performance
 
is Belize. Economic performance furing the 1970s has been
 
impressive. Real GDP grew at an average of 6% as a strong
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performance by the manufacturing and construction sectors
maintained the initial boost given the economy by high sugar
prices. Throughout the period, public finances remained
 
strong, always producing a current surplus, although measures
 were not enacted to utilize the fullwindfall sugar bonus for

the benefit of the economy as a whole.
 

In 1977, real GDP growth has been estimated at
5% to 6%, with agriculture, manufacturing and construction

all performing well. The public finances fared less well,
essentially as a result of lags in the system. 
Current
 
revenues actually fell by 1 percent, because of reductions
 
in income tax payments from sugar, but since current expenditure growth was limited to under 7%, a current surplus of
 
one percent of GDP was achieved, the lowest since 1971.
Capital expenditures were, nevertheless, maintained at about

the level of 1976, mainly because of the road construction
 
program, and the overall deficit was covered with no difficulty by the commercial banks and the monetary authority.
 

3. Growth Prospects and Priorities
 

The serious problems facing the countries of the
region in public finances, balance of trade and payments,

and employment, investment and production are all symptoms

of basic structural problems which will not be solved without
 a major domestic and international effort. Nevertheless, the

countries first have to survive the crises visited upon
them in the last several years, crises brought about by the
interaction of dramatic realighments in international economic
relationships and domestic political and economic aspirations

of the peoples of the region.
 

a. Long Term Growth Prospects
 

While variation exists among countries of the
Caribbean as to specific development priorities, a certain
commonality of broad sectoral emphasis may be 
seen throughout

the region. Partly as a consequence of common colonial heritage
with attendant strong linkages with metropolitan countries

and partly due to the limits imposed by resource endowment
and small domestic market size, the Caribbean countries require
a strong export effort. The full potential of existing markets

for traditional exports needs to be better exploited.

markets will also have to be sought. As these economies

New
 

develop, greater emphasis needs to be placed on export diversification not only in terms of markets but in terms of new
 
products as well.
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Throughout the entire Caribbean arGa, the most
 
pressing problem of seeming structural permanence is high

underutilization of human resources. Due urgency needs to
 
be assigned to finding ways increasingly to absorb not
 
only the current unemployed but also the large number of
 
new entrants each year to the labor market. Not only must
 
investments be found that can use significant quantities of
 
labor, but efforts must be made to ensure that the necessary

skills will be forthcoming as a further inducement to such
 
investment.
 

On a sectoral basis, several distinct areas of
 
development priority stand out. Agriculture, undoubtedly,

should occupy a dominant position among development priori
ties of the region over the foreseeable future. Its import
ance stems not only from its contribution to external trade
 
but from the significant role it will have to play in providing
 
job opportunities, improving nutritional and living standards
 
and the region's self-sufficiency in nutrition. Accordingly,

about 25 to 30% of total public investment over the next
 
three years will probably have to be allocated to this sector.
 

The industrial sector could also provide signi
ficant development impetus. Although it is expected that, as
 
in the past, most of the future initiative in this area will
 
have to come from the private sector, the public sector can
 
play an important role. First, economic policies need to be
 
adopted that are conducive to investment. Second, investments
 
in industrial infrastructure could play a valuable catalytic

role to help encourage industries to locate in the Caribbean.
 
And third, much effort is needed to reinforce and streamline
 
the flow of credit and equity capital to facilitate new ven
tures and the expansion of existing operations with untapped
 
potential. In line with such a public sector role in pro
moting industrial development in the region, about 10 to 15%
 
of total public sector investment will be needed for industry
 
over the next three years. After the above sectors of main
 
priority are accounted for, public investments in other areas
 
including energy and services would probably account for any
where between 10 to 30% of total public investment in the
 
region.
 

Another area of priority will be to improve the
 
quality of living conditions, specifically health, the avail
ability of potable water, housing and education. From the
 
viewpoint of domestic social needs, these are important areas,

although their urgency varies considerably among the several
 
countries. An additional reason for giving this area due
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attention is its importance to tourism. Between 15 and 20%
 
of public sector investment can therefore be expected to be
 
allocated to health and sanitation.
 

In line with a predominantly outward-looking
 
posture, due attention to a significant foreign exchange
 
earner- tourism -- would be appropriate. Tourism is also
 
a major provider of jobs. But because of the extreme frag
mentation of the Caribbean economies, what needs to be
 
sought in the future are ways not just to increase visitor
 
arrivals but ways to link tourism activity to other goods
producing sectors of the economies. Likewise, substantial
 
improvements in intra- and extra-regional transportation
 
and communication will be necessary. Tourism and transporta
tion and communications together are likely to require another
 
20 to 25% of total public sector investment over the next
 
three years. To fully achieve their objectives, these invest
ments should be carried out in the framework of an increasing
 
cooperation and coordination among the countries of the region.
 



b. Immediate Priorities
 

In considering the immediate priorities for
national economic management in the Caribbean countries, it
 
seems appropriate toseparate them into two groups on the
 
basis of a certain similarity in their economic problems

and the types of policy responses they will need to invoke
 
to overcome these problems. The first group consists of

three more developed countries (MDCs) of CARICOM: Jamaica,

Guyana and--owing mainly to problems related to its limited
 
market size--Barbados. The second is made up of the seven

members of the Eastern Caribbean Common Market--Antigua,

Dominica, Grenada, Montserrat, St. Kitts-Nevis-Anguilla,

St. Lucia, and St. Vincent. Belize is an entirely different
 
case.
 

Within the first group, undoubtedly the most pressing candi
dates for remedial policy action are Jamaica and Guyana. Their
 
economies are currently distorted by the simultaneous inter
action of three structural disequilibria, as is evident in

the discussion of their current economic status. 
The first
 
is a serious external resource gap characterized by chronic
 
balance-of-payments difficulties. 
The second is an invest
ment - savings gap that is particularly pressing in the public

sector. 
 And the third is the gap characterized by unutilized
 
economic capacity, of which widespread and chronic unemploy
ment is a major sympton. These disequilibria need to be

corrected before significant progress towards healtlyeconomic

development can be expected. Objectives that would logically

follow from this diagnosis are:
 

(1) to significantly reduce current account deficits in the
 
balance-of-payments with particular emphasis on reducing consumer
 
imports from outside the region;
 

(2) to increase the national savings effort which in the private

sector would require curbing consumption and stimulating

domestically-held savings; in the public sector it would call
 
for controlling current expenditures, improving tax yields and,

where possible, placing thcse public sector opecztions that
 
have the potential to be financially self-supporting on a
 
viable basis; and
 

(3) to restimulate the private sectors of these economies, thereby

alleviating much of the present burden on the public sector
 

of supporting the unemployed.
 

A package of policies can be brought to bear to attain these
 
objectives. The key, however, to achieving the necessary

adjustments resides in an unequivocal need for these countries
 
to realign relative prices. 
 This will depend upon the efficacy

with which their governments car bring about a much needed ad
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justment in personal expectations. The governments must find
 
not just ways to reduce consumption but ways to reduce the pro
clivity to consume. They also must find ways to provide enough

:incentives for sustained export growth. And lastly, they must
 
find ways to maintain a new posture in the face of changing

world demand for their exports and inflationary conditions.
 

The problems of the second group--member states of the Eastern
 
Caribbean Common Market--bear some resemblance to those of
 
Guyana and Jamaica. To be sure, their economies have in recent
 
years fallen far short of mobilizing domestically the resources
 
needed to undertake development. And serious unemployment and
 
underemployment seem to have become a permanent structural
 
feature. Their problem has not manifested itself in balance
of payments difficulties only because of their arrangements with
 
the Eastern Caribbean Monetary Authority but the impact of
 
economic adjustment to world recession and inflaction on their
 
public finances has been decidedly more severe than in the
 
case of the MDCs. This has substantially undermined their
 
ability to sustain development.
 

Because of small market size and a narrow and limited resource
 
base with few production possibilities, the Eastern Caribbean
 
countries have traditionally relied heavily on external grants

both for budgetary support and capital outlays. But as
 
budgetary grant assistance was virtually curtailed with the
 
turn of the decade, the economic adjustment of these countries
 
to the events of the mid-1970s was that much more severe. In
 
view of the serious limitations confronting these economies,
 
particularly their high dependence on imports, the onerous
 
per capita costs of infrastructure and public administration,

the already high tax burdens, and the limited number of tools
 
of economic management available to them, the policy options
 
open to them on an individual country basis are clearly cir
cumscribed. This notwithstanding, they will need to make
 
special efforts over the near term to generate public sector
 
savings through more equitable tax coverage, more efficient
 
tax administration, tighter expenditure control, and improved

management of the budget, as well as the finances of statutory

bodies. They will also need to establish well-defined and
 
well-communicated policies to restimulate the private sector,

with special regard to improving the utilization of domestic
 
resources. But in certain cases, even maximum efforts at a
 
country level may not prove sufficient to lift their economies
 
to long-term viability. There would be much to be gained by

the Eastern Caribbean countries were they to strengthen their
 
efforts at mutual economic cooperation.
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Belize seems to be headed on course. Short-term
 
priorities will coincide with the long-term priorities of
 
strengthening domestic savings, stimulating agricultural

and forestry-based exports and increasing rural infrastruc
ture to help develop further the vast agricultural potential

of the interior.
 

4. Equity Considerations
 

There is an obvious need to stabilize the economies
 
of the region so that attention can turn once again to invest
ing for future growth. The stabilization efforts in Guyana

and Jamaica will undoubtedly affect broad segments of the
 
population, but care must be taken to spread the burden of
 
the readjustments in such a way that equity advances achieved
 
to date are not seriously undermined. This can only be done
 
through concessionary external financing to supplement domestic
 
resources freed through realighments in public sector expendi
tures.or newly provided through increased tax efforts. With
out additional concessionary financing to continue and increase
 
investment designed to benefit the poor, the burdens of ad
justment will fall heaviest on those least able to bear them.
 

C. RATIONALE FOR ASSISTANCE
 

1. External Financing Requirements.
 

The official development assistance (ODA) to the
 
Caribbean region has been quite sizeable in recent years, in
 
terms of overall capital inflows. The average annual gross

ODA to the region (including Haiti and the Dominican Republic)

amounted to about $196 million per year during 1974-75. Other
 
official flows, which have a lower grant element, came to about
 
$66 million per year. Total official flows were $262 million
 
per year. Amortization amounted to about $38 million annually,

leaving the net inflow of official resources at $224 million.
 
Wide variations existed between countries, of course.
 

For 1978-80 considerably larger official capital inflows
 
will be required if the countries in the region are to make
 
reasonable progress toward viability in their external payments

and proceed with their economic development. Countries in the
 
more developed group, especially Jamaica and Guyana, are
 
confronted with very heavy external debt amortizations. To
 
proceed even with their minimum required public sector invest
ment programs, they will need large amounts of official emergency

and balance-of-payments assistance on highly concessionary terms.
 
The small islands need to accelerate their growth with a view
 

http:tures.or
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to making progress toward financial viability. To finance
 
their increased investment requirements without precipitating
 
an external debt service problem, they will need somewhat
 
larger amounts of official external assistance with the
 
traditional grant element. Belize will also require some
 
emergency financing if it is to improve income distribution
 
at the same time as it accelerates its growth rate.
 

The increased concessional financing referred to above
 
is necessary for these countries to maintain a reasonably
 
manageable e-ternal debt structure -- substantially more
 
manageable than the one which has currently emerged from the
 
heavy borrowing on harder terms (mostly from private sources)
 
that has taken place in recent years. Moreover, without this
 
increase in official financial assistance, it would be most
 
difficult for countries of the region to maintain, simultaneously,
 
a reasonable degree of financial stability and minimally desir
able levels of investment, employment and social development.
 

The single most important category of external offi-
cial assistance for the Caribbean is likely to continue to
 
be the traditional forms of project financing. It is esti-o
 

mated that this category will account for somewhat more than
 
$350 million annually, out of $650 million that will be needed.
 
Most of this increased official pr.ject financing is likely
 
to be available from bilateral and'multilateral sources, and
 
a substantial portion has been already committed. However,
 
to make it possible for these countries to utilize this pro
ject financing at the required pace, it will be necessary to
 
provide them with some other types of assistance. The latter
 
have to be directed specifically to overcoming the financial
 
and technical constraints which now limit the countries'
 
absorptive capacity.
 

2. The Need for Special Assistance
 

The countries now facing serious balrice-of-payments
 
and fiscal difficulties are severely constrained in their
 
capacity to absorb traditional external development assistance and
 
by the insufficiency of their public sector savings. After
 
amortization of their medium- and long-term debt, insufficient
 
resources remain to carry out their public investment programs.
 
While public savings will have to be substantially increased
 
in these countries, such an increase is likely to take time.
 
It is, therefore, necessary to find an external assistance
 
mechanism which may provide some solution to these problems
 
during the transitional period needed to strengthen public
 
sector savings. For this purpose, it is proposed here to
 
provide a substantial part of the overall required official
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assistance to finance local costs and cost overruns of

development programs and projects which are already partly

financed (or are likely to be partly financed in the future)

by external sources. This type of financing should also make

it possible for other countries of the region, which are not
 
now facing serious balance-of-payments crisis, to accelerate
 
their economic and social development expenditures without
 
precipitating external debt service difficulties or over
looking equity improvements.
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D. THE RESPONSE 

1. The Caribbean Group for Economic Cooperation 

In view of the economic plight of the countries of the 

Caribbean and in response to expressed! interest from the Region,
 

the United State3 took a leading role in encouraging a consul

tative group for addressing the problems of the Region in a com

prehensive way. A special conference on economic development in
 

the Caribbean was called last December under the sponsorship of
 

the World Bank. At this conference, agreement was reached to
 

establish a Caribbean Group for Cooperation in Economic Develop

ment under the leadership of the IBRD. The Caribbean Group is
 

sponsored by the World Bank, the International Monetary Fund,
 

the Inter-American Development Bank and the Caribbean Development
 

Bank. Its purpose is to provide an economic framework for pro

moting increased economic assistance to the Region and more effec

tive utilization of assistance. The Group encompases all the
 

developing countries of the Caribbean (except Cuba), and involves
 

the major multilateral donor agencies and the principal bilateral
 

donors with an interest in the Region. At the December Confer

ence it was also agreed to establish country and sub-regional
 

subgroups for analyzing and reviewing specific country problems
 

and the World Bank was asked to initiate a series of studies and
 

reviews to serve as a basis for country reviews.
 

The IBRD has analyzed the major constraints to economic growth
 

of the economies in the Region as well as the total external
 

assistance requirements and various assistance instruments necess

ary to achieve growth with equity. The Bank's studies included
 

analyses of the economies of the English-speaking Caribbean Coun

tries, and surveys of Caribbean agricultural, industrial and trans

portation sectors. These analyses have highlighted the conflict
 

facing the Caribbean Governments between the need to stabilize
 

budgets aiid balance-of-payments and the need to increase in

vestment to avoid even higher levels of unemployment. With
 

governments restricting credit and cutting budget expenditures
 

in order to restore equilibrum to their budgets and external
 

accounts, investment has fallen off and operating capital is un
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available, resulting in growing unemployment as new enterprises
 

The
 are postponed and existing businesses begin to shut down. 


Bank concluded that there is a critical need for external assis

tance to enable the recipient countries to maintain acceptable
 

levels of development investment while executing prudent policies
 

directed toward achieving sustained economic stability. In
 

preparation for the first formal meeting of the Caribbean Group
 

in June, the World Bank canvassed the donors, outlining the
 

results of their analysis and requesting increased assistance
 

levels. In general, the donor community committed itself to
 

significantly increase external assistance, although a signifi

cant portion of the assistance promised is limited to project
 

financing. Since the Caribbean countries do not have the budge

tary resources to meet the local cost contributions of the pro

posed project funding, they could not effectively take advantage
 

of the available assistance. The Bank, therefore, concluded that
 

a mechanism must be established to permit the countries to take
 

advantage of the project assistance donors were willing to make
 

available as "adjustment assistance" over the next five years.
 

This assistance would enable recipient countries to maintain
 

acceptable levels of economic activity while simultaneously
 

pursuing prudent monetary, fiscal and trade policies directed
 

toward economic stability.
 

2. The Caribbean Development Facility
 

a. Objectives and Functions
 

At the first formal meeting of the Caribbean Group,
 

June 19-23, the World Bank proposed the establishment of a multi

donor Caribbean Development Facility (CDF). The main purpose of
 

the CDF is to help finance essential imports and to provide
 

supplementary financing of projects and programs for which
 

international institutions or other external lenders are financing
 

foreign exchange components. It will enable participating coun

tries to maintain acceptable levels of development investment
 

while executing economic policies directed toward financial
 

stability and growth. It is a temporary mechanism for promoting
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and coordinating external assistance to participating govern
ments. The World"Bank estimates that this type of financial
 
assistance should not be needed for more than five years, pro
vided that the recipient countries adopt appropriate and timely
 
economic policy decisions. The CDF will have several other
 
important advantages since it will operate in coordination with
 
the Caribbean Group and its subgroups. It will support and
 
encourage economic planning and needed improvements in economic
 
policies of the countries in the Region, since decisions on
 
assistance levels will take into account whether the partici
pating country has acceptable short and medium term economic
 
programs. 
 It will also .mprove the balance of payments situa
tion of recipient countries and help ease the foreign-exchange
 

imposed restriction on intra-CARICOM trade.
 

The World Bank's proposal was approved by the Caribbean
 
Group in June and the Caribbean Development Facility was formally
 
established. The CDF will be administered by an informal ,'rkinggroup"
 
composed of representatives of the IBRD, IMF, IDB, and CDB.
 
The working group will make recommendations on the eligibility
 
of participating countries for CDF financing and on the amounts
 
it would be desirable to provide in each case, based upon the
 
existence of appropriate short-and medium-term economic policies.
 
In the case of countries which have financial programs accepted
 
by the IMF and investment programs accepted by the World Bank,
 
such programs would suffice to fulfill thi.s 
requisite. The
 
policy decisions and intentions indicated by the participating
 
government will be recorded in the summary proceedings of each
 
subgroup meeting, as the basis for future CDF assistance. In
 
in some cases, it may be necessary that a decision on country
 
eligibility be based upon information on country programs and
 
policies provided by government representatives and assessed by
 
the staff of the World Bank the IMF, the IDB and 
- in the ease
 
of its borrowers - the CDB. 
 Whenever possible, the eligibility
 
decision would be confirmed during the subgroup meetings. It is
 
also proposed that attention be given to the relative priority
 
attached rithin each country economic program to the need to
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increase regional.economic cooperation.
 

The amount of special external assistance required for each
 
year for the CDF operations would be preliminarily estimated by
 
the Working Group. In estimating those requirements, the working
 
group will take into account: (a) the short-and medium-term
 
economic policies and programs adopted by the Government of each
 
recipient country, and - in the framework of such policies and 
programs  the overall external financial needs of those countries;
 
and (b) the availability of development projects and programs
 
eligible for CDF financing. The CDF would be formed by amounts
 
pledged by interested donors. Donors would be expected to
 
pledge assistance (amounts, terms, conditions) in annual pledge
 
sessions. Most of the amount required by the CDF during its
 
first year (July 1, 1978 to June 30, 1979) has been pledged by
 
several donors in the first meeting of the Caribbean Group.
 
Similar pledging sessions will beheld each year, during the five
year period referred to above. 
Each donor is then expected to
 
conclude a separate loan or grant agreement with the relevant
 
recipient
 

b. Resources
 

The Bank estimates that the facility should operate
 
over the next three to five years, by which time the Caribbean
 
economies will have adjusted to the new economic realities. The
 
Bank has estimated that a total of about $125 million per year on
 
the average will be required to meet anticipated CDF needs. There
 
is general consensus 
among donors as to the need for special assis
tance to the Caribbean along the lines proposed by the IBRD. 
By
 
the end of the first meeting of the Caribbean Group a total of
 
$111.8 million had been pledged by various donors. Venezuela has
 
been an especially strong supporter of the CDF concept and has
 
pledged to meet 10% of the requirements in the first year or
 
$12.5 million. Canada is expected to contribute $12.0 million of
 
which $6.3 million would be fcr Jamaica. The U.K. is expected to
 
provide $10.0 million for Jamaica and some additional contributions
 
later in 1978 for Guyana, Barbados and the LDCs. France and the
 



- 20 -

Netherlands are expected to pledge $5.0 million each towards
 
the CDF requirements of Jamaica. Norway has indicated as
 
probable $1 miL.'ion pledge. The World Bank has indicated
 
its willingness to offer Guyana a $10.0 program loan under
 
the CDF framework. The OPEC special funds is also expected
 
to contribute. Bank consultations are continuing with
 
Germany, Japan and Trinidad to secure contributions.
 

The United States has agreed in principle to contribute
 
30 percent of the total needs, or $37.5 million per year,
 
providing there is firm evidence that other donors will
 
participate and provided recipient countries adopt appropriate
 
economic policies and self-help measures. For the initial
 
year of facility operations, it is proposed that the U.S.
 
contribution will consist of approximately $17.5 million of
 
additional P.L. 480 Title I resources and $20 million of
 
development assistance funds from the revised 71 1978 OYB
 
of the Latin America and Caribbean Bureau. The P.L. 480
 
resources would be provided in early FY 1979, primarily
 
to assist Haiti and the Dominican Republic to meet their
 
development investment requirements in accordance with
 
normal P.L. 480 procedures.
 

3. Project Description
 

a. Purpose and Description
 

The purpose of the AID Project is to assist the
 
governments of the English-speaking Caribbean countries to
 
maintain adequate levels of development investment by providing
 
resources needed to carry out essential donor-assisted
 
socioeconomic projects. In reviewing assistance needs of
 
the Region, the World Bank has identified a significant
 
number of existing or new projects which require a recipient
 
country counterpart contribution which cannot be provided
 
because of limited domestic resources. This Project will
 
finance essential socioeconomic development projects of
 
participating countries which are being assisted
 
by international agencies and other
 



donors. The participating countries, in,turn, will have committed
 

themselves to the CDF'to undertake self-help measures reflected in
 

medium term economic programs which will lead to financial sta

bility and long-term growth.
 

The Project will consist of the provision of development
 

assistance to finance programs of economic stabilization and
 

growth in participating countries of the English-speaking Carib

bean. The funds will be made available through a loan to the
 

Caribbean Development Bank (CDB), which will relend to partici

pating member governments to finance the local currency, and limited
 

amounts of foreign currency, costs of eligible, donor assisted
 

projects. All member CDB countries of the English-speaking
 

Caribbean who have participated in the Caribbean Group and
 

whose economic programs and policies have been accepted by the
 

CDF as appropriate are eligible for subloans under the Project.
 

Participating country projects eligible for financing will con

sist of those projects which are (i) assisted by an international
 

donor, (ii) included in the country investment programs as
 

accepted by the Caribbean Group and, (iii) are consistent with
 

AID's legislative mandate. (See Paragraph D.3.c. Project Cri

teria).
 

Subloans will be made by the CDB to participating governments
 

for general economic stabilization and growth programs on the
 

basis of the genera] credit worthiness of member country sub

borrowers. Subloans will finance eligible, donor-assisted pro

jects which the CDB has: (a) determined as biing within the CDF
 

approved investment program, and consistent with AID's legisla

tive mandate; (b) obtained a certificate of current economic,
 

technical, and financial feasibility prepared by the prime donor,
 
e.g. IDB, IBRD and CDB; (c) obtained an updated financial plan and
 

(d) obtained a certification prepared by the prime donor that the
 

project does not have significant adverse impact on the environment.
 

The terms for relending to member countries will be (i) for the MDCs,
 

twenty (20) years with a ten year grace period at an interest rate
 

of 4% p.a., and (ii) for the LDCs, thirty (30) years with a ten
 

year grace period at an interest rate of 4% p.a. The interest rate
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of 4 percent is the established rate at which the CDB lends to
 

member countries. The interest spread of 2 percent over the grace 

pcr od nLildI. pl'ceiit thlreat'eov wil1 (oV('r' 6wt' :i~lil1 l1trt. lV(, 
costs of the CDB. Any amounts in excess of' actual administrative 
costs will accrue to the CDB for general development lending. 

b. The Sub-Pro.jects
 

The World Bank has identified and developed a list of
 

existing and potential donor assisted projects in each country.
 

These were identified on the basis of field trips and discussions
 

with country officials as to appropriateness for inclusion in the
 

country's investment program and suitability for donor financing.
 

In addition, non-free world projects were excluded as well as
 

foreign bank sponsored projects and self- financing projects.
 

Once the projects were identified, estimates were made of pro

ject expenditures expected over a twelve month period, July 1,
 

1978 through June 30, 1979, broken down by available financing
 

(from the prime donors) and local financing. The projects
 

listed by country, donor and projected expenditure are included
 

in Annex 9. In addition each project has been summarized
 

in country project lists by the Bank and these are on file in
 

LAC/DR.
 

The Project will finance a portion of the first year's projected local 

costs (and foreign costs in the LDCs The total projected local
 

currency needed for the first year is estimated at $111.7 million. The 

breakdown by country is as follows:
 

Jamaica $ 63.7
 
Guyana 25.4
 

Barbados 12.6
 

CARICOM LDCs 10.0
 

$ 111.7
 

Projects in all sectors are included but primarily agriculture, 

industry, housing and infrastructure, with some in the health 

and education sectors. For purposes of project analysis, a 

preliminary selection of projects utilizing the proposed
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eligibility criteria was made and these grouped in accordance
 

The total local cost need
with the AID appropriation categories. 


for projects which appear eligible for AID-financing is estimated
 

at $48.2 million. The distribution of projected local cost
 

requirements for the first year of preliminary eligible projects
 

by funding category is as follows:
 

US$ Millions
 

F & N H & P Ed. 	 S D A
 
Sec. 106 Total
Sec.103 Sec. 104 Sec. 105 


1.7 ' 5.6 24.9Jamaica 	 14.4 3.2 


2.0 	 13.9
Guyana 10.0 - 1.9 

Barbados 2.9 .6 0.8 1.2 5.5 

3.9
CARICOM LDCs 2.5'.7 	 -04 


4.9 	 48.2
Functional 29.9 4.5 9.0 

Account Totals,
 

It should be noted that time did not permit a thorough
 

review of each project to determine target group impact. In
 

addition, allowance must be made for the accuracy of the projected
 

project expenditures, which appear in several cases to be over

optimistic, and for the fact that countries may have found other
 

sources of financing the local currency in th, interim.
 

The CDB has contacted member governments on a pre

liminary basis to refine the above list even further. As a
 

result of these consultations, an indicative list of projects
 

sponsored by major donors (e.g., IBRD, IDB) which appear
 

eligible for AID-financing has been compiled ao follows:
 



Estimated CDF External
 
Country Project Assistance Required Donor
 

($ millions) 

Jamaica First Rural Development 2.3 World Bank 
Jamaica Education Expansion 1I 0.6 World Bank 
Jamaica Sites and Services (low income housing) 2.9 World Bank 
Jamaica Second Population Project 2.0 World Bank 
Jamaica Small Scale Enterprise Development 2.2 World Bank 
Jamaica Self-Suppbrting Farmers Project 3.1 IDB 
Jamaica Students Loan Fund II 0.5 IDB 
Jamaica Secondary and Parish Council Roads 1.6 IDB 
Jamaica Agricultural Research 1.0 IDB 
Jamaica Agricultural Marketing 0.4 IDB 

Total 16.6 

Guyana Mahaica-Mahaicony-Abary (farm area development) 2.7 IDB 
Guyana Tapakuma Irrigation 4.5 World Lank 
Guyana Second Education Pro ect 0.9 World Bank 
Guyana West Demerara Road trural) 1.4 IDA 

Total 9.5
 

Barbados Agricultural Marketing Facilities 0.5 CDB
 
Barbados Samuel Jackman Prescod Polytechnic 0.6 IDB
 
Barbados Fisheries Development 0.4 IDB, CIDA
 
Barbados Agricultural Credit 0.2 CDB
 
Barbados Industrial Estates 0.5 CDB
 

Total 2.2
 

TOTAL 28.3
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c. Sub-Project Selection Criteria
 

In order to ensure that only sub-projects which
 

are consistent with AID's legislation are financed under the
 

Project, a set of criteria has been established for selecting
 

projects from the World Bank's lists. These criteria will
 

serve as a guide to the Caribbean Development Bank for
 

allocating Project Funds to eligible projects of member countries
 

who have qualified for Caribbean Development Facility assistance.
 

Because AID will not engage in reviews of individual development
 

projects, the intent ol these criteria is to assure that the
 

projects financed from subloans madq by the CDB will be consis

tent with AID's legislation.
 

Projects eligible for AID financing would have to meet th.e
 

following criteria:
 

-Sponsored by an external free-world donor other than AID.
 

-Limited to financing costs of locally available good and
 

services except that in the case of the LDCs foreign ex

change costs of goods and services are eligible . (Cost
 

over runs would be financed only to the extent of local
 

costs).
 

-In the following sectors:
 

(a) Food and Nutrition projects including: agriculture,
 

livestock and dairy, fisheries, forestry, marketing'
 

and credit services, rural community development
 

and rural infrastructure, e.g. irrigation, feeder
 

roads.
 

(b) 	 Education and Human Resources Development projects
 
including: formal and non-formal education, man

wer training and placement, public administration
 

and human resources planning.
 

(c) 	 Health and Population projects including: projects
 

to reduce the rate of population growth or to foster
 

improved health, disease prevention and environmental
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sanitation.
 

(d) Special Development Activities including
 
small-scale enterprises and self-employment, urban
 
development programs involving labour-intensive
 
industrial enterprises, appropriate technology, non

conventional energy production and conservation,
 

environmental protection, and development research.
 

-Projects receiving AID funds must be designed to have
 

a significant impact upon the poor in the recipient country.

The poor is defined here to include all those whose income
 
falls below the 50th percentile in a country's income scale.
 

Benefits may include direct and indirect benefits.
 

-Projects promoting production and marketing of sugar, palm
 

oil and citrus will not be financed.
 

-Procurement for 4il projects would be limited to free-,
 

world sources.
 

d. Initial Allocation of Project Funds 

The CDF has recommended the following country allo

cation of Project Funds based on country need, number of eligible
 

projects, and availability of funding. The CDB may reduce the
 
allocation to Jamaica, Guyana or Barbados by up to 10%, provided
 

that the allocation to any other participating country is not
 
increased by more than 20%.
 

(US$ Millions) 

AID Loan
 
Jamaica 12.0
 

Guyana 4.5
 
Barbados 1.2
 

CARICOM LDCs 2.0
 

TOTAL 20.0
 



Project ,Funds will be:allocated within the four
 

AID funding categories shown below. The CDB will not be able
 
to shift funds between categories.
 

(US$Millions) 

Food and Nutrition Projects 12.5 

Education and Human 
Resources Development 2.0 

Special Development 
Activities 3.5. 

Health and Population 2.0 

TOTAL 20.0 

4. Project Responsibilities
 

a. The Caribbean Development Facility (CDF). An informal
 

working group led by the World Bank will coordinate assistance
 

provided through the CDF. The working group will act through

out the life of the project as an informal coordinating group
 

facilitating communication between the Caribbean Development
 

Bank and the primary donor. Participant countries will qualify
 

for CDF assistance through CG country subgroup reviews. The
 

working group will provide the CDB with the results of the
 

subgroup reviews indicating that the country is eligible for CDF
 

assistance. In addition, the working group will assist the CDB
 

to the extent necessary in obtaining from the prime donor of
 

specific projects the documentation required for CDB subloans
 

of AID funds.
 

b. The Caribbean Development Bank (CDB). The CDB will
 

make subloans to Participating Countries to finance programs of
 



economic stabilization and growth.'based on the general credit

worthiness of the country. Proceeds of subloans will be used.
 

by Participating Countries to meet the local, and in certain
 

cases, foreign costs of eligible projects. The CDB will review
 

the list of projects proposed for financing through the CDF in order
 

to determine eligibility of projects for AID financing, utilizing
 

the criteria in Section 6.2. 
 Once a list of eligible projects
 

has been developed the CDB will request the respective prime
 

donors to provide the following for each proposed project:
 

() "a written reaffirmation,of the continuing economic,
 

financial/'and technical feasibility of the project, together
 

with a copy of -the original loan paper or document;
 

(ii) 
an updated financial plan showing the totailcost of.
 

the project and the estimated CDP financing required for the
 

period July 1, 1978.- September 30, 1979;
 

(iii), a description of the project and a brief analysis of
 

the direct or indirect impact of the project on the poorl and'
 

(iv) a statement that the project was judged not to have,
 

any significant effects-on the human environment or, if
 

a significant environmental impact was identified, that
 

a satisfactory analysis of such effects has been prepared.
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The CDB will review the updated tlnancai pian or-Bi.1gible
 

Projects with the government ofotheParticipating.Country: to.
 

confirm project priority and the soundness of the financial plan.
 

In the case of countries other than the LDCs, the estimated amount
 

of local costs required for Eligible Projects for the first.15
 

months of CDF operations (July 1, 1978 to September 30, 1979)
 

will be eligible for financing. In the case of the LDCs,subloans
 

shall be made to finance local and foreign exchange costs for
 

Eligible Projects assisted by the CDB utilizing normal CDB pro

cedures.
 

The CDB will be.responsible.for the financial monitoring
 

of Project funds, ensuring that all funds are utilized for
 

the purposes.as agreed between the Participating Country and
 

the Bank. If appropriate, the Bank may ask the prime donor
 

to certify project expenditure vouchers or to monitor payments
 

itself. The CDB will disburse against vouchers presented by
 

the Participating Country for expenditures on Eligible
 

Projects. Such expenditures as of July 1, 1978, will qualify
 

for reimbursement. In addition, working advances will be.
 

permitted up to 90 days.
 

c. The Prime Donor
 

The prime donor will be responsible for providing to
 

http:first.15
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the CDB, a written statement (with supporting documentation
 

if necessary) confirming: (1) that the project is currently
 

technically, economically and financially feasible; (2)
 

that the financial plan for the project'prepared by the
 

prime donor has been reviewed and updated; and (3) that the
 

project will not have a significant adverse effect on the 
human
 

environment, or that if it does have such effect that a
 

satisfactory environmental analysis has been prepared; and (4)
 

that the project will have a significant impact upon the poor

in the recipient country, including a brief explanation of how
 

such an impact will be achieved.
 

The nrim c conor of each pr6ject, funded ',through the CDF 

will be responsible for overalllSupervisionh and monitoring :of 

project implementation. 
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E * PROJECT ANALYSIS 

j. CARIBBEAN DEVELOPMENT BANK 

a. The Institution
 

(1) Legal Identity, Objective and Function
 

The Caribbean Development Bank is a regional
 

development finance institution with full juridical capacity,
 

consisting of eighteen regional and two non-regional member
 
countriesi/ . The Agreement establishing the CDB was signed
 

October 18, 1969, and entered into force January 26, 1970.
 

The purpose of the CDB is to contribute to the harmonious
 

economic growth and development of the member countries in
 
the Caribbean and to promote economic cooperation and in

tegration among them, having special and urgent regard to
 

the needs of the less developed members of the region. To
 

accomplish this objective, it assists regional members in
 
the coordination of their development programs, provides
 

technical assis.tance and participates in the financing of
 

development-oriented projects and programs. It also seeks
 
to mobilize financial resources inside and outside the
 

region by promoting capital markets within the region and
 
promoting locally controlled financial institutions. In
 

fulfilling its functions, the CDB cooperates with national,
 

regional or international organizations or other entities
 

concerned with the region.
 

!/Regional Borrowing Members: Antigua, Bahamas, Barbados,
 
Belize, British Virgin Islands, Cayman Islands, Dominica,
 
Grenada, Guyana, Jamaica, Trinidad & Tobago, Turks and
 
Caicos Islands, Montserrat, St. Kitts-Nevis-Anguilla,
 
St. Lucia and St. Vincent.
 
Other Regional Members: Columbia and Venezuela.
 
Non-Regional Members: Canada and the U.K.
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The financial operations of the Bank are of two kinds:
 
(a) ordinary operations and (b) special operations.. Ordinary
 
operations are financed from the CDB's share capital and the
 
proceeds of loans raised in capital markets or borrowed from
 
other sources to be included in the CDB's ordinary Capital
 
Resources (OCR). Special operations are financed from the
 
Special Development Fund (SDF) and are made available to the
 
Bank on favourable or soft terms for on-lending to social
economic projects at low rates of interest and long term re-_
 
payment periods.
 

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

2. Organization and Administration
 

The CDB Organization Chart is presented as
 
Appendix 3. The Board of Governors is the highest policy
 
making body and is constituted by representatives from each
 
member country: seventeen (17) in total. The Board of
 
Governors meets annually and its voting power is roughly
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proportional to the number of shares subscribed with a slight
 
weighting in favour of those member countries classified as
 
LDCs. All the powers of the Bank is vested in The Board of
 
Governors which may delegate its power to the Board of
 
Directors except on certain matters, such 
as admission of
 
new members, change in capital stock, election of Directors
 

and President, amendment of the Charter and termination of
 
operations. The Board of Directors is composed of eleven (11)
 
members appointed for renewable two-year periods. The non
regional members are represented by two of the eleven Directors,
 
The Board is-responsible for general policy and the direction
 
of operations, approval of administrative budget, and submission
 
of financial statements for the Board of Governors' approval.
 
All loans, guarantees and long term investments require the
 

approval of the Board of Directors.
 

The President is the head of the administrative and
 
operational staff, assisted by a Vice-President. He is re
sponsible for the organization-and operation of the CDB,
 
including appointment of staff. He serves 
for a five-year
 
period and may be re-elected. The CDB is organized under
 
four operational divisions and three supporting divisions
 
with the Directors of Divisions reporting directly to the
 
President. The operational divisions are Agriculture,
 
Technical (infrastructure), Industry and Economics and
 
Project Analysis. The support divisions are Administration,
 

Finance and Legal.
 

3. Personnel
 

As of December 1, 1977, the CDB had a total
 
staff of 126, of which 65 were professionals. All, with the
 
exception of 7 agronomists and 1 engineer stationed at the
 
various development finance corporations in the eight LDCs,
 
work at the Bank in Barbados. Fourteen of the professionals
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are on secondment or-being paid by seven institutional agencies
 

or governments. The UNDP funds four Experts, USAID two, CIDA
 

two, Federal Republic of Germany two,,NewZealand two, CDB/
 

CARICOM Cooperation Agreement one and the Commonwealth Fund
 

for Technical Cooperation (CFTC) one. The fields,covered

are housing, agriculture, fisheries, industrial,.cooperation

and information.
 

CDB' PROFESS I ONAL, STAFF,. 

(Dec. , 1977) 

On Secondment
 
Permanent Or Paid By


Others Total
 

Economists 10 2 12 
Lawyers ,3 3 
Accountants 3 - 3 
Agronomists '1

, 

16 
Engineers 3 14 
Business Admin. 2 1 3 
Banking Adv. - 3 3 
Chemists & Biologists 6 4 1 
Other ' 4 

Key staff members are competent, with considerable
 

experience in their particular fields and highly motivated.
 

No problems are anticipated in retaining or replacing those
 

professionals on secondment or paid by other agencies con

sidered necessary to the Bank's operation.
 

I/Seven staclonea, in_.cne Lus -asFarm .Improvement'' OfficerS 

.~'ne stationed in Bel-ize as 'a-roect Ofie 
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b,. Financial Situation
 

The authorized capital of .the Bank expressed in
 
current dollars is $231,618,816 comprising callable shares
 
of $171,301,416 and paid up shares of $60,317,400. The
 
callable shares are subject to call as and when required
 
by the Bank to meet obligations incurred in OCR operations.
 
The paid up shares are payable by installment. The CDB con
ducts two financial operations: ordinary capital operations
 
(OCR) and special funds operations (SDF). The latter, in
 
fact consists of several separate funds. Each type of fund
 
must be kept separate according to the Bank's charter and is
 
expected to generate sufficient income to cover administrative
 

and operational costs. Total net income, from all funds,
 
after deducting the contribution to Special Reserve amounted
 
to $4.4 million for the year ended December 31, 1977. The
 
total resources of the Bank, including all funds, amounted
 
to $214 million and consisted of share capital, reserves,
 
borrowings and funds administered in trust. Total loan
 
approvals were $140 million, of which $74 million or 53%
 
had been disbursed as of the end of the year.
 

Looking at OCR operations as of December 31, 1977,
 
financial situation of the OCR was sound and solid. 
Total
 
assets had reached $55.6 million. Its capital and reserves
 
amounted to $41.4 million and its borrowings totalled $13.9
 
million. The relation of outstanding loans to total assets
 
($23.3 million/$55.6 million) is increasing and for the first
 
time outstanding loans were greater than short term investments
 
indicating improved capacity to place its resources in loans
 
rather than having to invest them. Short term investments at
 
$21.3 million (compared to outstanding loans of $23.3 million),
 
however, is still high for a development bank. The ratio of
 
debt to capital and reserves was very low but will increase as
 
a result of the utilization of borrowings already contracted.
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On its Ordinary Capital Resources operations, the CDB realized
 

a net income of $2.3 million during 1977, compared with $1.4
 
million in 1976. 
 The combined gross financial income from
 
loans and short term investments of' its OCR operations cover
 
the financial and operational costs without depending on
 

external contributions.
 

CDB's liquidity policy for OCR operations, as s@t by
 
its Board, requires that it maintain a liquid asset equivalent
 
to two years projected OCR disbursements. As of December 31,
 
1977, the liquidity ratio was 6:1 after allowing for commit
ments (loans approved but not disbursed of), and as a result
 
of the fact that all borrowings were still in the grace
 
period and the bonds sold to the Central Banks are due on
 

November 15, 1978.
 

The CDB does not make a specific provision for possible
 
loan losses, but it includes in its Capital and Reservee
 
accounts an Ordinary Reserve, which on December 31, 1977,
 
amounted to $4.3 million to 
cover losses arising from loans
 
and currency devaluations.
 

As of December 31, 1977, the financial situation of
 
SDF resources indicate a continuous growth of both total assets
 
and loan portfolio. The percentage of loans to total assets
 
has increased from 10.8% to 55.0% in 1977, indicating an in
creasing ability for developing and carrying out credit opera
tions. Total assets of the Other Special Funds also shows a
 
continuous growth going from $1.5 million on December 31, 
1973,
 
to $31.4 million on December 31, 1977, with loan disbursements
 
totalling $15.6 million (50% 
of total assets). On its Special
 
Resources operations, the net income was $1.3 million in 1977
 
as compared with $1.4 million in 1976. 
Other Special Funds
 
accounted for $.82 
million net income in 1977 compared to $.72
 
million in 1976.
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The SDF's Loan Portfolio, as of December 31, 1977, amounted
 

to a total of $32.2 million including overdue instalments of
 

principal amounting to $8,000 in respect of one loan. Even
 

considering the total amount in arrears, it represents less
 

than 1% of the total portfolio. On December 31, 1976, there
 

were three loans in arrears. The OSF's Loan Portfolio, including
 

the Venezuela Trust Fund, amounted to $15.6 million including
 

overdue installments of princip4l amounting to $20,000 (3 loans)
 

which represent less than 1/10 of 1% of the total portfolio.
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2. Economic Analysis
 

An economic analysis of this project would necessarily
 
deal with the benefits and costs of both the individual
 
subprojects being supported by this project and this
 
project as a whole -- in other words, the microeconomic
 
and the macroeconomic impacts of the project.
 

a. Macroeconomic Impact
 

The description of the current status of the
 
economies of the region makes clear their precarious position
 
both internally with regard to such items as central govern
ment finances, employment and savings/investment, and
 
externally with regard to export possibilities, balance of
 
payments and terms of trade in the future. Under these
 
conditions, the proposed A.I.D. contribution, as part of an
 
international donor effort to provide specia3 assistance,
 
can be expected to have major impacts.
 

The first major impact will be on investment
 
levels in the participating countries. Aissuming for purposes

of illustration that local costs run 35% of total project
 
costs of a typical donor project, with the donor committed
 
to providing 65% in direct and indirect foreign exchange
 
costs. The $20 million A.I.D. loan available for financing
 
local costs will permit the donors to disburse $37.0 million
 
in project funds to finance foreign exchange costs. The
 
total project investment thus generated for the first year

will be $57.0 million. Furthermore, the total A.I.D.
 
commitment, including the proposed loan, of $37 million is
 
only 30% of total CDF resources for the first year. Thus,
 
the CDF has already generated an additional $111.0 million
 
in pledges for the Caribbean, most of which represent

increased donor commitments of resources.
 

Second is the balance of payments impact. As
 
countries receive dollars to finance local costs, in
 
accordance with the provisions of this project, they will
 
have foreign exchange available for high priority imports.
 
Since Jamaica has already agreed with the IMF to control
 
non-essential imports and Guyana and Barbados have
 
independently placed restrictions on non-essential imports,
 
it is reasonably certain that the foreign exchange will
 
be used to help satisfy priority needs. In addition, A.I.D.
 
funds will have a multiplier effect on the balance of
 
payments to the extent that they enable other donor disburse
ments for local costs in previously agreed-to subprojects.
 

The third major impact will be on the prudent
 
management of the Caribbean economies. More specifically,
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the adoption of economic policies which will ideally restore
 
growth with equity over the next five years to the economies
 
of the Caribbean. Countries will commit themselves to policies
 
discerned as reasonable and equitable by their peers in the
 
Caribbean and which will enable them to move away from the
 
decline and stagnation of recent years.
 

There are also other benefits. The A.I.D.
 
contributions will be less inflationary in the first round
 
than internal expansions of the money supfly by central
 
banks (in those countries outside of the area served by the
 
Eastern Caribbean Monetary Authority) or other parts of the
 
banking system (in all countries). It will also increase
 
regional cooperation because our funds will be channelled
 
through the Caribbean Development Bank, giving members
 
more evidence of the value of a strong regional financial
 
institution. It will also permit the major countries of
 
CARICOM to loosen restrictions on imports from their
 
regional trading partners.
 

b. Microeconomic Impact
 

At the microeconomic level, tight central
 
government budgets, especially for capital expenditures,
 
will probably force the governments of the benefiting
 
countries to curtail their provision of agreed-upon counter
part funding for local costs of development projects. This
 
is a strong probability for the major beneficiary countries
 
of Guyana and Jamaica, and a very real possibility for
 
the other countries, except Belize (a special case treated
 
later). The effect of such an eventuality would be to
 
weaken the viability of such development projects. This
 
can best be illustrated by an example.
 

Assume the following data for a hypothetical
 
development project agreed to by the prime donor and the
 
benefiting country:
 

COSTS BENEFITS 

NOMINAL PRESENT VALUE NOMINAL PRESENT VALUE 

YEAR 

1 10 8.7 
2 25 18.9-
3 35 23.0 - -
4 25 14.3 10 5.7 
5 5 2.5 20 9.9 
6 - 30 13.0 
7 - - 40 15.0 
8 - 40 13.1 

9 - - 40 11.4 
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COSTS BENEFITS
 

NOMINAL PRESENT VALUE NOMINAL PRESENT VALUE
 

YEAR
 

10 - 40 9.9 
11 - 40 8.6 
12 - - 5.3 1.0 

TOTAL 100 67.4 265.3 87.6
 

The ratio of benefits to costs (both discounted at 15.
 
percent) in this. case would be 1.3 a satisfactory rating.
 

Now suppose the situation facing the decision
 
maker is roughly as follows: The benefiting government
 
and the prime donor have progressed in execution of the
 
project, finding themselves ready to start the third year
 
of investment. The government has only sufficient resources
 
to permit an investment of fifteen units this year in the
 
project, but expects to be able to have sufficient resources
 
for the project to permit investment of 25 units next year
 
(year four), as originally agreed (see the above Table.)
 
This slow down delays the delivery of benefits somewhat.
 
The new situation is as follows:
 

COSTS BENEFITS
 

NOMINAL PRESENT VALUE NOMINAL PRESENT VALUE
 

YEAR
 

-0 10 13.2 -
-1 25 28.8 - -

0 
(this 
year) 15 15.0 L 

1 25 21.7 ... 
2 20 15.1 O 7.6 
3 5 3.3 1' 9'.9 
4 - 25. 14.3 
5 - - 35. 17.4 
6 - 40 17.3 
7 - 40 15.0 
8 40 13.1 
9 - - 40 11.4 

10 
11 

-
-

-
-

20 
5.3 

4.9 
1.1 

TOTAL 100 97.1 265.3 112.0
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is reduced to
The ratio of benefits to costs in this case 

1.15,making this a activity only half as attractive as
 

before, but still quite worthwile if there were some assurance
 
that further delays would not occur in the future and delay
 
the delivery of benefits even more.
 

If A.I.D. resources would enable the government
 
to carry forward the original implementation schedule,
 
total benefits to the economy would be prevented from falling
 
by 50 percent (from 1.30 to 1.15 in terms of benefit/cost
 
ratios) or, viewed from another perspective, would double
 
the real rate of return from the project (from 15 percent
 
to 30 percent).
 

Of course, the hypothetical example given
 
above may not be typical. For instance, it overestimates the
 
net effect of the A.I.D. contribution if the discount rate
 
used to derive present values is really lower than 15
 
percent. Likewise, different assumptions on the timing of
 
costs versus the timing of benefits would change the value
 
of the A.I.D. contribution. It is believed, however, that
 
the example is not all atypical and that the thrust of
 
the analysis is correct.
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3. Analysis of Project Design
 

All countries of the English-speaking Caribbean Which are
 
memb. s of the CDB and have participated in the Caribbean
 
Group will be eligible for subloans of A.I.D. funds under
 
the Project, provided that the country has reached agree
ment with the CDF (in the context of a Caribbean Group
 
country subgroup review) on appropriate development policies

and investment programs. The CDB will be informed of the
 
qualification of member countries by the. Caribbean Group.

This procedures assures that CDF assistance will be provided

only to those countries which have seriously committed
 
themselves to undertake economic policy reforms and self
help measures designed to achieve economic stability and
 
long-term growth with equity.
 

In addition to addressing the needs of Caribbean
 
countries to maintain adequate levels of overall invest
ment, and hence employment and output, the Project is
 
designed to address directly the need to implement high

priority socioeconomic development projects sponsored by

external donors. The progress of many of these projects

has slowed, or even stopped, as a result of financial
 
constraints on the governments of the Caribbean. This
 
Project is designed to enable these governments to meet
 
the counterpart financing requirements of such projects so
 
that they may be implemented on schedule.
 

The Caribbean Development Bank, an intermediate credit
 
institution, was selected as the most appropriate administra
tive mechanism because A.I.D. project resources will be
 
used in Jamaica, Guyana, Barbados and the Lers Developed

Countries (LDCs) of the Caribbean. A.I.D. is also
 
interested in strengthening a regional institution by

ensuring that it has a key role and the resources to fulfill
 
that role. The ICI mechanism also addresses the following
 
concerns: (a) to limit the use of A.I.D. resources to
 
those projects which will benefit the poor; (b) to assure
 
that projects have been reexamined and found to be
 
economically, technically, and financially feasible; (c)

to reexamine and update the cost estimates for completing
 
the project; and (d) to identify any significant

environmental effects the project is anticipated to have.
 
The criteria and procedures which will be utilized by the
 
CDB in meeting these concerns have been set out in Section
 
D.3. (Project Description) above.
 

The design of the Project takes account of the various
 
limitations imposed by the Foreign Assistance Act of 1961,
 
as amended. The administrative feasibility of the design
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has been confirmed through extensive consultations with
 
the World Bank and the CDB. The feasibility of specific

projects to receive A.I.D. support through CDB subloans
 
is assured by the fact that A.I.D. funds will be utilized
 
primarily for projects sponsored by major donors (see

indicative list in Section D. 3.b) such as the IBRD and
 
the IDB. Each sponsoring donor will certify feasibility

and update the Project's financial plan prior to the
 
di.sbursement of A.I.D. funds.
 

The major objectives for this Project could also
 
have been met with a program loan (or loans). This
 
option is not open to A.I.D. under current legislation.

Separate CDF-like loans could also have been arranged

with the several countries, but only with the disadvantages

of an increased administrative burden to both parties

and a missed chance to strengthen regional cooperation.
 

Alternative levels for this Project were considered
 
and rejected. Substantially lower amounts could have
 
had the result of not attracting sufficient other donor
 
contributions to meet expected needs, and substantially

higher amounts, interestingly, could have Lad the same
 
effect. Analysis of smaller variations (say, plus or
 
minus 25 percent) did-not seem feasible under the
 
conditions.
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F. IMPLEMENTATION PLANNING
 

1. Schedule of Events.
 

The Project is expected to be authorized by August 20.
 

Upon authorization, AID will advise the CDB so that it can
 
immediately finalize preparation for signature by August 30.
 
Once the loan is signed, the Bank will finalize a preliminary
 
list of eligible projects as a result of its initial dis
cussions with member governments. It will then contact the
 

- and request the necessary
two primary donors - IDB and IBRD 

certifications on target group impact, feasibility and en
vironment for the projects each is assisting. It will also
 
ask the IBRD as the host of the Caribbean Group meetings in
 
June to provide the summary of proceedinqs of the country sub
group meeting with the chairman's final statement as evidence
 
that the country is eligible for CDF assistance. The World
 
Bank has agreed as a Washington based meraber of the CDF
 
working group to follow-up with the IDB and help facilitate
 
prompt action on the documentation needed to meet conditions
 
precedent from the Washington donors. It is expected that it
 

will take approximately 45 to 60 days to finalize the necessary
 
documentation.
 

While the prime donors are developing the necessary documenta
tion to meet conditions precedent, the CDB will take the
 
preliminary project list and enter into negotiations with the
 
appropriate participating governments to ensure project priority
 

and the soundness of the financial projections. While the
 

CDB will have reviewed the economic program of each country
 
as a member of the Caribbean Group to the extent any updating
 
is required,it will collect information on the government's
 
economic program. It will also establish the necessary dis

bursement procedures. Once this has been accomplished, the
 

CDB will finalize the subloans for each country. This is
 
The first subloan is expected
expected to take two months. 


to be approved approximately two months after loan signature
 
at the beginning of November with first disbursements taking
 

place one month later after subloan signature, about early
 
December. The subloans will finance all eligible expendi
tures from July 1, 1978. Disbursements will then continue
 

1979. For the LDCs, the Bank will finance
until September 30, 

up to 70% of new projects with Project Funds. It will
 
therefore ke appraising projects utilizing its normal pro

cedures and disbursing for those projects over a four year
 
period or until September 30, 1982.
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2. Monitoring
 

Monitoring responsibilities for the project will
 
fall on two offices. LAC/CAR will be responsible for moni
toring, evaluating, and maintaining 4he relationship with
 
the Caribbean Development Facility. This will include a
 
determination that the U.S. Government should proceedwith future
 
tranches. The Regional Development Office/Caribbean (RDO/C)
 
will be responsible for monitoring and assisting the Caribbean
 
Development Bank in the smooth and timely implementation of
 
the loan. At the request of either office, LAC/DR is prepared
 
to assist in following up with prime donors and AID officers
 
to assist in the implementation of the loan.
 

3. Procurement
 

The source/origin for procurement of goods and ser
vices under the loan will be member countries of the CDB
 
(including the U.K. and Canada). This is in accordance
 
with the decision reached by the Development Assistai.,ce
 
Committee at the High-Level Meeting of October 1973 that
 
countries represented on the DAC shall extend their official
 
financial development assistance contributions pledged hence
forth, to multilateral institutions (as listed in DAC
 
statistics) free for procurement at least in those countries
 
that are members or associate members of those institutions
 
or are recognized by "he institutions concerned as signifi
cant contributors.
 

The majority of the procurement under the loan ($18.0 million)
 
will be for goods and services available locally. Such procure
ment should be either indigenous goods or eligible under
 
AID's imported shelf items regulations.
 

A review of the proposed projects to be financed indicate
 
that Project funds will typically be financing credit for
 
small farmer and businesses to make local improvements,
 
labor and local materials, government salaries and operating
 
expenses, and construction. Private subborrowers will
 
generally procure on a negotiated basis but can be counted
 
on not to pay more than market price other than for reasons
 
of quality or service since unjustifiably higher prices will
 
lower their profits. Contracted government goods and ser
vices is normally handled on a competitive basis for govern
ment procurement in the English-speaking Caribbean, especially
 



those involving international agencies, although there will
 
not be any feasible way for AID or the CDB to ensure the use
 
of competition. The Project will finance only one year
 
expenditures of any particula:r contract. Contracts will
 
already be in existence. The CDB will not be involved in the
 
advertising, bidding, and negotiation of any contracts.
 

Procurement for LDC projects (up to $2.0 million) will in
volve international procurement as well as local. This will
 
be subject to the normal AID procedures which the Bank
 
currently employs.
 

4. Disbursement
 

Disbursement will be made by AID in dollars to the
 
CDB upon presentation of a listing of eligible expenditure
 
under approved projects. Expendituresstarting from July 1,
 
1978 will be eligible for reimbursement. In addition,
 
advances will be made by AID for up to 90 days of projected
 
expenditures. Advances will be made to each borrower and
 
held in a central account for use by the CDB to reimburse
 
eligible expenditures.
 

5. Evaluation
 

The Project will be evaluated as part of the Caribbean
 
Development Facility. Under the Facility, annual CG'sub
group reviews of country investment programs and policies
 
will be held. The CDF working group (IBRD, IMF, IDB and
 
CDB) will prepare an economic analysis and recommendation
 
for each country which will serve as the working document
 
for the country subgroup review. The summary of proceedings
 
of the reviews will provide written records of the agree
ments reached on the economic analysis and recommendations.
 
The country subgroup will review the effectiveness of the
 
assistance provided through the CDF, the country's general
 
economic performance, and the country's commitment to agreed
upon policy measures and goals. The results of these
 
reviews will serve as a basis for the decision on whether
 
or not to recommend donor pledges for the following year,,
 

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

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

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

- Improved economic management. This would include adoption
 
of medium-term plans and implementation of economic policies

which will lead to economic stability and growth with
 
equity.
 

a. Success Criteria
 

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

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

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

(c) To restimulate the private sector by establish
ing well-defined and well-communicated policies adequate
 
for private sector initiatives;
 

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

(e) To take actions to increase and sustain
 
export growth, including the diversification of both product
 
and markets;
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(f) To increase investment in the agricultural
sector, placing emphasis on expanding small-farmer access
to credit, markets, agricultural inputs and extension
 
services; and
 

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

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

b. Evaluation Procedures
 

The summary of proceedings of the CG country
subgroup reviews will provide the source documents on the
commitments undertaken by participating governments. 
 The
CDF working group economic memoranda and reports will
document macro-economic performance. 
In particular, IMF
consultation mission reports on Jamaica and Guyana will
provide periodic updating of progress under the IMF agreements. 
LAC/CAR (with other staff support as needed) will
review these documents to identify policy commitments undertaken and to monitor progress in carrying them out. Attention
will be given both to policy measures aimed at financial
stability of the kind sought under traditional IMF standby
agreements and to policy measures directed at long-term
structural changes and equity. 
In those cases where an IMF
agreement goes beyond customary stabilization programs, the
IMF's analysis and recommendations will normally be accepted
without additional, independent reviews by A.I.D. 
Thus,
in the case of Jamaica, A.I.D. will rely on adherence to the
IMF agreement and IMF progress reviews and recommendations.

In those cases where the IMF agreement does not go beyond
stabilization measures, A.I.D. will rely on the CDF working
group reports, but these will be supplemented, if necessary,

by A.I.D. staff reviews. 
Thus, in the case of Guyana,
where a traditional IMF agreement exists, we will accept
IMF progress reviews and recommendations regarding the
stabilization measures 
(item (a) under the success criteria
listed above), 
but with respect to the other criteria, A.I.D.
will monitor progress to the extent that the CDF working
group does not. 
This approach will also apply to countries
where there is no IMF involvement, such as Barbados and the
 
CARICOM LDCs.
 



CERTIFICATION OF A.I.D. REPRESENTATIVE
 

Caribbean Regional: Caribbean Development Facilitv
 

I certify that the Caribbean Development Bank (CDB)

has the capability required to carry out the proposed loan
 
and to maintain and utilize the referenced Project, taking

into account the following factors:
 

A. 	 All projects previously financed by the U.S.
 
Government with th3 CDB have been, or are being,

implemented, utilized and maintained.
 

B. 	 The Project provides for the CDB to contribute to
 
the financing of a program of economic stabilization
 
and growth in participating member countries. Loan
 
funds will be used to finance local costs, and in
 
the case of LDCs foreign currency costs, of dnor
 
assisted projects. The Bank is a qualified, ex
perienced lending institution which will be lending

for projects determined to be feasible by qualified

international financial agencies (i.e. the World
 
Bank, IDB, CDB). The procedures to be used have
 
been thoroughly discussed with the Bank.
 

C. There is no maintenance of this Project required.
 

ActiJ Representative
RDo/CV 

July 	26, 1978
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ANNEX NO. 2
 

CARIBBEAN DEVELOPMENT :BANKfP.O. Box 408 Wildey
S1. Michael RBarlrados W.I. 
Telephone: 61152Cable Address: ."Caribank." Telex WB 287. 

26th July, 1978 
Mr. Dwight Johnson, 
Acting AID Affairs Officer, 
USAID Regional Development Office/Caribbean, I 

- -.. 
. 

P.O. Box 302, :: . 
BRI DGETOWN ..... 

.. ........... .
 
Dear Mr. Johnson, SG, U " 

This will formalize our request for a $20 million 

loan from the Agency for International Development to
 
enable the Caribbean Development Bank to contribute to
 
a programme of economic stabilization and growth in
 
participating member countries. The loan would
 
support the efforts of the Caribbean Group for
 
Cooperation in Economic Development for meeting the
 
local contribution of development projects at a time
 
when the Caribbean governments find themselves unable
 
to do so. Loan Funds would finance the local (and a
 
limited amount of foreign currency) costs of donor 
assisted projects. All CDB member countries of the 
English-speaking Caribbean who have participated in 
the Caribbean Group may be eligible for sub-loans once
 
agreement has been reached with the Caribbean Develop
ment Facility on appropriate development policies and
 
investment prog rammes.
 

The loan would be allocated in sub-loans to
 

member countries as follows:
 

US$ millions
 

Jamaica $12.0
 

Guyana 4.5 

Barbados 1.5 

CARICOM LDCs 2.0
 
$20.0
 

Sub-loan terms would be: 

(i) In th, case of the MDCs, up to 20 years 
repayment including a 10-year grace period
 
at an interest rate of 4% p.a.;
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Mr. Dwight Johnson 	 26th July, 1978 

(ii) 	 in the case of the LDCs, up to 30 years 
repayment Including a 10-year grace 
period at an interest rate of 4% p.a. 

We understand that the AID loan would be for 20 years
 
(30 years for the LDCs) including a 10-year grace period 
at an 	interest rate of 2% during the grace period and
 
3% thereafter. 

Yours 	sincerely
 

i//4 - ----. ' 

Wlllam G, Demas
Pres Ident 
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ANNEX NO.: 3 

SCI) - COUNTRY ClECKLIST 

Listed below are, first, statutory criteria applicable nenerally to FAA funds, and then criteria

applicable to individual fund sources: Development Assistance and Security Supporting Assistance
 
funds.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 

1. 	 FAA Sec. 116. Can it be demonstrated 
that contem;.7ated assistance will directly
benefit the needy? If not, has the 
Department of State determined that this 

government has engaged inconsistent
 
pattern of gross violations of inter-
nationally recognized human rights? 

2. 	 FAA Sec. 481. Has it b on determined that 
the government of recir ant country has 
failed to take adequate steps to prevent
narcotics drugs and other controlled 
substances (as defined by the Compre
hensive Drug Abuse Prevention and Control 
Act of 1970) produced or processed, in 
whole or in part, in such country, or 
transported through such country, from 
being sold illegally wi:hin the juris
diction of such country to U.S. Government 
personnel or their dependents, or from 
entering the U.S. unlawfully? 

3. FAA Sec. 620(a). Does recipient country
 
furnish assistance to Cuba or fail to 

take appropriate steps to prevent ships
 
or aircraft under its flag from carrying
 
cargoes to or from Cuba?
 

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

5. 	 FAA Sec. 620(c. If assistance is to 
government, is the qovernment liable as 
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
 
services furnished or ordered where (a)

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

6. FAA Sec. 620(e) (1). Ifassistance isto
 
a government, has it (including government

agencies or subdivisions) taken any action
 
which has the effect of nationalizing,

expropriating, or ntherwise seizing
ownership or control of property of U.S.
 
citizens or entities benpficially owned
 
by them without takinq steps to discharge

its oblioations toward such citizens or
 
entities?
 

This loan is being made to the Caribbean 
Development Bank for relending to member 
countries in the English-speaking Caribbean 
to support donor-assisted development pro-

Jects which will impact upon the poor of the 
recipient countries. No participating 
country has been found to have engaged in apattern of gross violations of human rights. 

No.
 

No.
 

There is no evidence that any participating 
country is so controlled. 

We have no knowledge or evidence of any
such debt owed by the' government of a 
particpating Caribbean country. 

No.*
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7. FAA Sec. 620(f), App. Sec. ln. Is
 

recipient country a Cormunist country? 

Will assistance be provided to the
 
Democratic Republic of Vietnam (North
 
Vietnam), South Vietnam, Cambodia or Laos?
 

8. FA Sec. 6201).' Isrecipient country in
 
any way involved in (a) subversion of, or 

military aggression against, the United
 
States or any country receiving U.S.
 
assistance, or (b)the planning of such
 
subversion or aggression?
 

9. FAA Sec. 620(j). Has the country per-

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

10. 	FAA Sec. 620(l). If the country has
 
failed to institute the investment
 
.guaranty program for the specific risks 

of expropriation, inconvertibility or
 
confiscation, has the AID Administrator
 
within the past year considered denying
 
assistance to such government for this
 
reason?
 

11. 	 FAA Sec. 620(o); Fishermen's Protective
 
Act, Sec. 5. Ifcountry las seized, or 

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

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

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

12. 	FAA Sec. 620(g); App. Sec. 504. (a)Is 

the government of the recipient country
 
indefault on interest or principal of 

any AID loan to the country? (b) Is
 
country indefault exceeding one year on
 
interest or principal on U.S. loan under
 
program for which App. Act appropriates
 
funds, unless debt was earlier disputed,
 
or appropriate steps taken to cure default? 

-13. 	FAA Sec. 620(s). "Ifcontemplated assis
tance isdevelopment loan (including Alli
ance loan) or security supporting assistanceNot applicable,
 
has the Administrator taken into account the
 
percentage of the country's budget which is
 
for military expenditures, the amount of
 
foreign exchange spent on military equipment
 
and the amount spent for the purchase of
 
sophisticated weapons systems?" (An
 
affirmative answer may refer to the record 
of the taking into account, e.g.: "Yes as
 
reported in annual report on implementation 
of Sec. 620(s)." This report is prepared
 
at the time of approval by the Administra
tor of the Operational Yedr Budget.*
 

Revised
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No.
 

No.
 

No.
 

Not 	applicable,
 

Not 	applicabli.
 

No government of a participating Caribbean
 

country is in default on any A.I.D. loan.
 

A5
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Al 3 A Upward changes in the Sec. 620(s) factors 

occuring in the course of the year, of
 
sufficient significance to indicate that
 
an affirmative answer might need review
 
should still be reported, but the %tatu
tory checklist will not nornally be the
 
preferred vehicle to do so.) V.
 

14. 	FAA Sec. 620(t). Has the country severed 
diplomatic relations with the United 
States? ifso, have they been resumed 
and have new bilateral assistance agree
ments been negotiated and entered into 
since such resumption?
 

15. FASec.620(u). What isthe payment 

t-atus of the country's U.N. obligations? 


Ifthe country isinarrears, 
were such
 

arrearages taken into account by the AID
 
Administrator indetermining the current
 
AID Operational Year Budget?
 

16. 	FAA Sec. 620A. Has the country granted 

sanctuary from prosecution to any indivi
dual or group which has committed an act 

of international terrorism?
 

17. 	 FAA Sec. 666. Does the country object, 

on basis of race, religion, national
 
origin or sex, to the presence of any 

officer or employee of the U.S. there
 
to carry out economic development program
 
under FAA?
 

18. 	FAA Sec. 669. Has the country delivered
 
or received nuclear reprocessing or 

enrichment equipment, materials or 

technology, without specified arrange
ments on safeguards, etc.?
 

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

emigrate? 


B. FUNDING CRITERIA FOR COUNTRY
 

1. Development Assistance Country Criteria
 

a. FAA Sec. 102(c), (d). Have criteria 


been established, and taken into account, 

to assess commitment and progress of 

country ineffectively involving the 

poor indevelopment, on such indexes as: 

(1)small-farm labor intensive agri-

culture, (2)reduced infant mortality, 

(3)population growth, (4)equality of
 
income distribution, and (5)unemployment.
 

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

208ih coutr i . Describe extent to 


(1)Making appropriate efforts to increase 

food production and improve means for 

food storage and distribution.
 

*Revised
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No participating Caribbean country has 
taken-such an action. 

No participating Caribbean government ison its u.S. obligation.in arrears 

No participating Caribbean country has
 

taken such an action.
 

No participating Caribbean government,
 

nor 	the CDB, has such an objection. 

No participatingCaribbean countryhas
 
taken such an action.
 

No participating Caribbean country has
 
taken such an action.
 

The 	CDB has established and followed both
its 	own and A.I.D. criteria to involve
 
sall amers, laboriteniv oducv onv
 

small farmers, labor-intensive production,
 
equitable income distribution, and unem
ployment of rural and urban poor. Special
criteria have been established for this
 
project.
 

(1) A number of Caribbean regional insti
tutions, especially the CDB, as well as
 
the participating governments of the region,
 

are 	carrying out food production, storage
 
and 	distribution programs.
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(2) 	Creating a favorable climate for 
foreign and domestic private enter-
prise and investment, 

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


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

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

(5) Making economic, social, and p,'iitical
reforms such as tax collction improve-
ments and changes in land cenure 
arrangements, and making progress
toward respect for the rule of law,
freedom of expression and of the press,
and 	recognizing the importance ofindividual freedom, initiative, andprivate enterprise. 

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

c. FAA Sec. 201(b), 211(a). Is the 
country among the 20 countr es in which 
development assistance loans may be made
inthis fiscal year, 'or among the 40 in
which development assistance grant(other than for self-help projects) may
be made? 

d. 	 FAA Sec. 115. Will country befurnished, in same fiscal year, either
security supporting assistance, or
Middle East peace funds? If so, is 
assistance for population programs,

humanitarian aid through international 
organizations, or regional programs?
 

2. SecuritySupportingAssistance Country

Criteria
 

a. FAA Sec. 502B. Has the country
engaged ina consistent pattern of gross 

violations of internationally recognized

human rights? Isprogram inaccordance

with policy of this Section?
 

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

c. FAA Sec. 609. Ifcommodities are to 
be granted so that sale proceeds will accrue 
to the recipient country, have Special

Account (counterpart) arrang'nents been
 
made?
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(2) While governments in Lhe Caribbean region are 
seeking greater control over their resources, the 
climate for private enterprise and investment in. 
the region is favorable, or improving.(3) Development programs in the Region, on 	 boththe national and regional level are generally 
aimed at increasing the public's role in the
developmental process. 
(4)a) The Caribbean territories have been alloca
ting considerable available budgetary resources 
to both national and regional development.

b) Military expenditures by the National 
Governments in the Region are minimal. 
(5) Caribbean territories are making progress
toward respect for the role of law, freedom ofexpression and of the press, and recognition ofthe importance of individual freedom, initiative 
and private enterprise as evidence by the absence
of 	press and other censorship and the encouragement of initiative and private enterprise in agri
culture, industry, and housing. Some progress is 
being made in political reforms such as tax col
lection improvements and land tenure arrangements.
(6) The current efforts being made by theCaribbean territories toward economic cooperation
 
and integration are indicative of their determina
tion to take self-help measures. 

The Caribbean Region is among the 20 countries
eligible to receive development assistance loans 
in this fiscal year. 

No. Jamaica is the only country in the region
receiving security supporting assistance inFY 	 78. No funds under this loan will be used 

in 	 Jamaica until FY 79. 

No 	 participating Caribbean country has done so., 

Yes. 

No commodities are to be granted under this
project. 
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5C(2) - PROJLCT CHECKLIST
 

Listed below are, first, statutory criteria applicable oenerally to projects with FAA funds, and
 

tben project criteria applicable to individual fund sources: Development Assistance (with a sub

category for criteria applicable only to loans); and Security Supporting Assistance funds.
 

HAS 	STANDARD ITEM CHECKLIST BEEN
CROSS REFERENCES: 	 ISCOUNTRY CHECKLIST UP TO DATE? IDENTIFY. 

REVIEWED FOR THIS PROJECT?
 

A. 	GENERAL CRITERIA FOR PROJECT.
 

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

(a)Describe how Committees on Appropria- (a) Congress has been notified oi the 
tious of Senate and House have been or proposed loan project through an Advice of 
will be notified concerning the project; Program Change. 
(b)isassistance within (Operational
 
Year Budget) country or international
 

(b) Yes.
organization allocation reported to 

Congress (or not more than $i million
 
over that figure plus 10c)?
 

2. FAA Sec. 611(a)(1). Prior to obligation
 
inexcess f 07O0, will there be (a) Yes.
 

engineering, financial, and other plans
 
necessary to carry 	out the assistance and
 
(b)a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. 	FAA Sec. 611(a)(2). If further legis
lative action is required within recipientNot applicable. 
country, what isbasis for reasonable
 
expectation that such action will be
 
completed in tine to permit orderly
 
accomplishment of purpose of the assis
tance?
 

4. 	FA Sec. 611(b); App. Sec. 101. Iffor Not applicable, 
water or water-related land resource
 
construction, has project met the stan
dards and criteria as per Memorandum of
 
the President dated Sept. 5, 1973
 
(replaces Memorandum of May 15, 1962;
 
see Fed. Register, Vol 38, No. 174, Part
 
Il1,Sept. 10, 1973)?
 

5. 	 FA Sec. 611(e). If project iscapital Yes. The Certification of the Caribbean 
assistance (e.g., construction), and all Regional A.I.D. Representative was signed 
U.S. assistance for itwill exceed
 
$1 million, has Mission Director certifiedJUly 26, 1978, and is included as an 
the country's capability effectively to Annex to the Project Paper.
 
maintain and utilize the project?
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A. 
Isproject susceptible
6. 	FAA Sec. ?09, 619. 


o ex--ecion aij pdrt of reiionial or multi-
lateral project? If sc why is project not 
so executed? Information and conclusion
 
whether assistance will encourage
 
regional development pronram's. If
 
assistance is for newly independent
 
country, isitfurnished hrough multi
lateral organizations or plans to the
 
maximum extent appropriate? 

7. 	 FA. Sec. 601(a); (and Sec. 201(f) for 
dMeopmeit loansf. Information an-r 
conclusions whether project will encourage
efforts of the cc.ntry to: (a) increase 
the flow of international trade; (b) fos-
ter private initiative and corpetition; 
(c) 	encourage development and use of 
cooperatives, credit unions, and savings
 
ahd loan associations; (d)discourage

monopolistic practices; (e)improve
 
technical efficiency of industry, agri
culture and conmerce; and (f)strengthen
 
free laoor unions.
 

8. FAA Sec. 601(b). Information and con-
clusion onhw project will encourage 

U.S. private trade and investment abroad 

and encourage private U.S. participation 

inforeign assistance programs (including 

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

9. FAA Sec. 612(b); Sec. 636(h). Describe
 
steps taken to assure that, to the
 
maximum extent possible, the country IS 
contributing local currencies to meet 
the cost of contractual and other 
services, and foreign currencies owned
 
by the U.S. are utilized to ,reet the cost
 
-of contractual and other services.
 

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


B. 	FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Project Criteria
 

a. FAA Sec. l.!(c)i Sec. 111 Sec. 281a. 
Extent to which activity wl (a) effec-
tively involve the poor indevelopment, 
by extending access to economy at local 
level, increasing labor-intensive pro-
duction, spreading investnent out from 
cities to small towns and rural areas; 
and (b) help develop cooperatives, 
especially by technical assistance, to 
assist rural and urban poor to help 
themselves toward better life, and other
wise encourage democratic private and 
local governmental institutions?
 

I HA D O
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The project is regional in nature and will 
be 	 executed on a regional basis. 

As 	 part of this project, participating 

Caribbean countries are undertaking economic 
reform measures which are likely to have 
such effect, particularly increasing trade
(within the CARICOM region) and improving 
agriculture and commerce 

The purpose of the project is to assist 
prp
 

participating Caribbean countries to achieve
 
economic stability and growth, which wiJ.l
 
encourage increased trade and investment.
 

Not applicable. 

No.
 

All subprojects to receive funds through
 
CDB subloans of A.I.), funds are required
 
to be fully consistent with this legislation
 

and to have an impact upon the poor of the 
recipient country (see criteria for CDB 
project selection in loan agreement and 
project paper). 



Part I 
I TRANS. N(MU N. CrF"C1VE (JAYF P"G2W = 

AID HANOBOOK 3, App 5C. 	 3:19 February 15, 1978 5C( )-3 

ANNEX NO. 3 Page 7
B 


b. FAA Sec. 103, 103A., 104, 105, 106,
 
107. Is assistance being ra,de availdbl&e This project is designed to provide resources 
Tnlclude only applicable paragraph -- to the CDB for relending to participating 
e.g.,a, b, etc. -- which corresponds to 
source of funds used. If mre than one Caribbean governments to support a variety 
fund source is used for project, include of types of development projects, all 
relevant paragraph for each fund source.] sponsored by external donors such as the 

Therefore; the
(1)[103) for agriculture, rural develop World Bank, the IDB, etc. 
nent or nutrition; if so, extent to $20 million loan to the CDB includes funds 

which activity is specifically from §9 103, 104, 105 and 106 accounts.
 
designed to increase productivity 	 While the specific subprojects have not yet
 
and income of rural'poor; [103A] 	 been identified, all subprojects to receive
 
if for agricultural research, is
 

A.I.D. funds will have an impact, direct
full account taken of needs of small 	 or
 

farmers; 	 indirect, on the poor of the recipient 
country. The prime donor to projects sup

(2)[104] for population planning or ported by A.I.D. funds will provide a 
health; if so, extent to which 
Activity extends low-cost, integrated statement explaining how such impact will 
delivery systems to provide health be achieved.
 
and family planning services,
 
especially to rural areas and poor;
 

(3)[105) for education, public admin
istration, or human resources
 
development; if so, extent to which
 
activity strengthens nonformal
 
education, makes forr;al education
 
more relevant, especially for rural
 
families and urban poor, or
 
strengthens manageent capability
 
of institutions enabling the poor to
 
participate in developnment;
 

(4)[106] for technical assistance,
 
energy, research, reconstruction,
 
and selected development problems;
 
if so, extent activity is:
 

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

(b)to help alleviate energy problem;
 

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

(d)reconstruction after natural or
 
manmade disaster;
 

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

(f)for programs of urban development,
 
especially small labor-intensive
 
enterprises, marketing systems, and
 
financial or otlrr institutiont tu 
help urban poor participate in 
economic and social duvelounient. 14 

7 
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(5)[107) by grants for coordinated 
private effort to develop and 
disseminate interwediate technologies 
appropriate for developing countries. 

c. FAA Sec. 110(a); Sec. 208(e). Is the 
reci1Fnt country willing to contribute 
funds to the project, and in what manner 
has or will it provide assurances that it 
will provide at 'east 257; of the costs of 
the program, project, or activity with 
respect to which the assistance is to be 
furnished (or has the latter cost-sharing 
requirement been waived for a "relatively 
least-developed" country)? 

d. FAA Sec. 110(b). Will grant capital 
assist'ance be disbursed for project over 
more than 3 years? If so, has justifi-
cation satisfactory to Congress been made, 
and efforts for other financing? 

e. FAA Sec. 207; Sec. 113. Extent to 
which assistarce reflects appropriate 
emphasis on; (1) encouraging development 
of democratic, 'cinomic, political, and 
social institutions; (2) self-help in 
meeting the country's food nceds; (3) 
improving availability of trained worker-
power in the country; (4) programs 
designed to meet the country's health 
needs; (5)other important areds of 
economic, political,,and social develop
ment, including industry; free labor 
unions, cooperatives, and Voluntary 
Agencies; transportation and cowounica
tion; planning and public administration; 
urban development, and modernization of 
existing laws; or (6)integrating women, 
into the recipient country's national 
economy. 

f. FAA Sec. 281(b). Describe extent to 
which program recognizes the particular 
needs, desires, and capacities of the 

people of the country; utilizes the 
country's intellectual resources to 
encourage institutional development; 
and supports civic education and training 
in skills required for effective partici
pation in governmental and political 
processes essential to self-government. 
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As a Regional Project Section,110(a) does 
not apply.
 

No.
 

Under this project, only those countries 
in the English-speaking Caribbean which 
have coiiitted themselves to self-help 

measures and economic policies designed' 
to lead to economic stability and sustain
able growth will qualify for CDF assistance. 

Not applicable. 
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g. FAA Sec. 201(b)(2)-(4) and-t) Sec.
 
21 4)ard-0).Does
 
the 	activity give rcavable promise of 
contributing to the devlopuent: of Yes.
 
economic resources, or to the increase of
 
productive capacities arid self-sustaining
 
economic growth; or of educational or
 
other institutions directed toward social
 
progress? Is it related to and consis
tent with other development activities,
 
and will it contribute to realizable
 
long-range objectives? And does project
 
paper provide information and conclusion
 
on an activity's economic and technical
 
soundness?
 

h. FAA Sec. 201(b)(6); Sec. 211(a)(5), (6).
 
Information and conclusion on possible
 
effects of the assistance on U.S. economy,
 
with special reference to areas of sub- Negligible
 
stantial labor surplus, and extent to
 
which U.S. commodities and assistance
 
are furnished in a manner cons-istent with
 
improving or safeguarding the U.S. balance.
 
of-payments position.
 

2. 	Development Assistance Project Criteria
 
.Loans only)
 

a. FAA Sec. 201(b)(1). Information Other free world countries participating in 
and o usion onavailability of financ- the Caribbean Group for Cooperation in 
ing from other free-world sources, Economic Development are contributing approxi
including private sources within U.S. mately 70% of 'total CDF assistance. 

b. 	FAA Sec. 201(b) (2); 201(d). Infor- Based on a review of the CDB's operations and
 
matlon and conclusion onTTTcapacity of its firancial position.it is concluded that 
the country to repay the loan, including
 
reasonableness of repayrent prospects, the prospects for repayment of the A.I.D.
 
and (2) reasonableness and leaality loan are good.
 
(under laws of country and U.S.) of
 
lending and relending terms of the loan.
 

c. FAA Sec. 201(e). If loan is not 
made pursuant to a multilateral plan, Yes. Borrower's Letter of Application is 
and the arount of the loan exceeds includcd in Project Paper. 
$100,000, has country submitted to AID 
an application 'or such funds together 
with assurances to indicate that funds 
will be used in an economically and 
technically sound manmer? 

d. 	FAA Sec. 201(f). Does project paper
 
Yes.describe how project ,:iii promote the 


country's economic develomient taking
 
into account the country's huran and
 
material resources requirenents and
 
relationship between ultitiate objectives
 
of the project and overall economic
 
development?
 

http:position.it


5C(2))-6 _ February 15, 1978 	 3:19 


B2
e. FAA Sec. 202(a). Total amount of 


money under loan .;iich is going directly 
to private enterprise, is going to 

intermediate credit institutions or 

other borrowers for use by private 

enterprise, is being used to finance
 
imports from private sources, or is
 
otherwise being used to finance procure
ments from private sources?
 

f. FAA Sec. 620(d). Ifassistance is
 
for any productive enterprise which will 

compete in the U.S. with U.S. enterprise,
 
is there an aareement by the recipient
 
country to prevent export to the U.S. of
 
more than 20% of the enterprise's annual
 
production during the life of the loan?
 

3. 	Project Criteria Solely for Security
 
Supporting Assistance
 

FAA Sec. 531. How will this assistance 

support promote economic or political
 
stability?
 

4. 	Additional Criteria for Alliance for
 
PressI 

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

a. FAA Sec. 251ib)(l), -(8). Does
 
assistance take into account principles 

of the Act of Bogota and the Charter of
 
Punta del Este; and to what extent will
 
the activity contribute to the economic
 
or political integration of Latin
 
America?
 

h. 	FAASec. 251(b)(8); 251(!),. For 
•loans, 	has there been taken into account
 
the effort made by reciDient nation to 

repatriate capital invested in other
 
countries by their own citizens? Is
 
loan consistent with the findings and
 
recommendations of the Inter-American
 
Committee for the Alliance for Progress
 
(now "CEPCIES," the Permanent Executive
 
Committee of the OAS) in its annual
 
review of national development activities?
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A loan of $20.0 million is being made to
 

the CDB for relending to eligible member
 
countries to support their development
 
investment programs.
 

Not applicable,
 

Not applicable.
 

Not applicable.
 

Not applicable.
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5C(3) -. STANDIRD ITEM1 CHECKLIST 

Listed below are statutory items which normally will be covered routinely inthose provlsions of an
 
assistance agreement dealing with its implementation, or covered inthe agreement by exclusion (as

where certain uses of funds are permitted, but other uses not).
 

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

A. Procurement
 

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

services financed? 


2. FAA Sec. 604(a). Will all commodity 
'procurement financed be from the U.S.
 
except as otherwise determined by the 

President or under delegation from him?
 

3. FAA Sec. 604(d). Ifthe cooperating
 
country discriminates against U.S.
 
marine insurance companies, will agree-

ment require that rarine insurance be
 
placed inthe U.S. on commodities
 
financed?
 

4. FAA Sec. 604(e). Ifoffshore procure-

ment of agricultural comr-odity or 

product isto be financed, isthere 

provision against such procurement when
 
the domestic price of such commodity is 

less than parity? 


5. FAA Sec. 608(a). Will U.S. Government 

excess personal property be utilized 

wherever practicable in lieu of the 

procurement of new items? 

6. MMA Sec. 901(b). (a) Compliance with 

requirement that at least 50 per centum
 
of the gross tonnage of commodities 

(computed separately for dry bulk
 
carriers, dry cargo liners, and tankers) 

financed shall be transported on privately

owned U.S.-flag connercial vessels to the 
extent that such vessels are available
 
at fair and reasonable rates.
 

7. FAA Sec. 621. Iftechnical assistance 
is financed, will such assistance be fur-
nished to the fullest extent practicable 
as goods and professional and other 
services from private enterprise on a 
contract basis? Ifthe facilities of 
other Federal agencies will be utilized, 

While most of the loan will go to cover local
 
costs of development projects, U.S. small
 
businesses will be ensured the opportunity to
 
participate in furnishing goods and services
 

unavailable locally.
 

Yes. 

Yes.
 

Such procurement is not envisioned under this
 
projet. A.I.D, loan is.to be relent by CDB
 
to cover priarily loai cost of domestically
 

available goods in recipient countries ("shelf
 
items"). 

Such procurement is not envisioned under this
project. A.I.D. loan is'to be relent by CDB 
to cover primarily local cost of domestically
available goods in recipient countries ("shelf 

items"). 

The loan agreement ;ill require maximum 

usago of U.S. flag vessels to the extent
 
that such vessels are available.
 

Technical assistance for the project would
 
be loan-financed and would be provided by

individuals or firms on a contract basis. 

The facilities or personnel of other Federal
 
agencies will not be used.
 



PAFNO ICTVE DATE r14A".ML4#40 
5C(3)-2 February 15, 1978 3:19 


A7 


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

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

Ifair transportation of persons or
 
property isfinanced on grant basis, will 

provision be made that U.S.-flag carriers
 
will be utilized to the extent such
 
service isavailable?
 

B. Construction 

1. FAA Sec. 601(d.. If a capital (e.g., 
construction) project, are engineering 

and professional services of U.S. firms
 
and their affiliates to be used to the
 
maximum extent consistent with the
 
national interest?
 

2. FAA Sec. l1(c), Ifcontracts for
 
construction are to be financed, will
 
they be let on a competitive basis to 

maximum extent practicable?
 

3. FAA Sec. 620(k). Iffor construction
 
ofproductive enterprise, will aggregate
 
value of assistance to be furnished by 

the U.S. not exceed $100 million?
 

C. Other RestrIctions
 

1. FAA Sec. 201(a). Ifdevelopment loan,
 
s in-terest rate at least 2%per annum 


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

2. FAA Sec. 301(d). If fund is established
 
solelyby U.S. contributions and adminis-

tered by an international organization,
 
does Comptroller General have audit
 
rights?
 

3. FAA Sec. 620(h). Do arrangements
 
preclude promoting or assisting the 

foreign aid projects or activities of
 
Communist-Bloc countries, contrary to
 
the best interests of the U.S.?
 

4. FAA Sec. 636(). Is financing not per-
Mi-ed to-be used, without waiver, for 
purchase, long-term lease, or exchange 
of motor vehicle manufactured outside 
the U.S. or guaranty of such transaction?
 

AiOHAN.Ib00OK , Ap.C
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Not applicable.
 

Not appLi cable, 

Not applicable.
 

Not applicable,
 

Yes 

Yes, 

Yes, 

Such financing is not envisioned as A,I,D. 

loan will be relent by CDB primarily for 
local cost of existing projects. 
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5. Will arrangements preclude use of. 
financing: 

a. FAA Sec. 114. to pay for perforn'ance 
of abortions or to i-otivate or coerce 
persons to practice abortions? 

Yes. 

b. FAA Sec. 620(n). to corpensate 
.owners76'iTe Tated nationalized 
property? 

Yes. 

c. FAA Sec. 660. to finance police 
train ng or other law enfbrcerent 
assistance, except for narcotics 
programs? 

Yes. 

,d. FAA Sec. 662. for CIA activities? Yes, 

e. App. Sec. 103. to pay pensions, etc., 
for mnilitary personnel? 

Yes. 

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

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

Yes. 

h. App. Sec. 501. to e used for 
publicity or propaganda purposes 
within U.S. not authorized by Congress? Yes. 
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DEPARTMENT OF STAI t. 
AGENCY FOR INTERNATIONAL DEVELOPMENT LAC/DR-IEE-78-25 

WASHINGTON. D.C. 205Z3 

ENVIROt*IENTAL TII 'SIIOLD DECISION 

Location : Latin America Regional 

Project Title : Caribbean Development Facility
 

Funding : $20,000,000 loan. FY 197A
 

Life of Project : Three to Five Years
 

Mission Recommendation:
 

Based on the Initial Environmental Examination, the Mission has con
cluded that the project will not have a significant effect on the
 
human environment and therefore recommends a Negative Determination.
 

The Latin America and the Caribbean Bureau's Development Assistance
 
Executive Committee has reviewed the Initial Environmental Examina
tion for this project and concurs in the Mission's recommendation for
 
a Negative Determination.
 

AA/LAC Decision:
 

Pursuant to the authority vested in the Assistant Administrator for
 
Latin America and the Caribbean under Title 22, Part 216.4a, Environ
mental Procedures, and based upon the above recommendation. I hereby

determine that the proposed project is not an action which will have
 
a significant effect on the human environment, and therefore, is not
 
an action for which an Environmental Impact Statement or an
 
Environmental Assessment will be required.
 

Assistant Administrator for
 
Latin America and the Caribbean
 

Date
 

Clearances:
 
DAEC Chairman :MDBrown
 
LAC Environmental Advisor. 60tto /
 

(
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INITIAL ENVIRONMENTAL EXAMINATION
 

Project Location : Latin America Regional
 
Project Title : CaribbeanDve opment Facility
 

Funding (FY and Amount) : 20,000,000 loan. PY 1978
 

Life of Project 3 Three to Five Years 

lEE Prepared by 
 : William S. Rhodes, Project Officer
 

Date : July 25, 1978
 

Environmental Action Recommended:
 

Based on this IEE, it is recommended that a Threshold Decision be made
 
that the proposed project does not constitute a major agency action which
 
will have a significant effect on the human environment, and is, therefore,
 
an action for which an Environmental Assessment or an Environmental Impact

Statement is not required. This Threshold Decision provides the basis
 
for a Negative Determination, and such a determination is requested.
 

Concurrence 
 lj A 

~l-iE B. Whiel~er, .A.I.D. Regi~nal

Affairs Representative
 

Date 
 _ _ _ _ _ _ _ _ 
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The purpose of this A.I.D. project Is to support the Caribbean Develop
ment Facility (CDF) and enable the countries of the English- ;peaking Caribbean
 
to maintain adequate levels of development investment, and hence employment

and output, while similtaneously pursuing economic policies required for

economic stabilization and growth with equity. 
The Caribbean countries are

undergoing a critical period of economic adjustment. Because the governments

in the region are undertaking stringent measures to stablize their economies,

they will require additional financial assistance to achieve levels of invest
ment an(] growth adequate to contain rapidly growing employment and falling

incomes. 
 In reviewing assistance needs, the World Bank has identified existing
or new development projects in the Caribbean region which require more than
 
$125 million in recipient country counterpart finnoing not now available
 
because of limited domestic resources. The Caribbean Development Facility has

been established, under the auspices of the Caribbean Group for Cooperation in

Economic Development, in order to make available the resources necessary to

fill this gap. The United States has conmitted itself, subject to Congres
sional concurrence, to a contribution to the Caribbean Development Facility of
 
$20 million for the first year. 
 The funds of donors to the CDF will be pri
marily utilized to 
finance the local costs of essential socioeconomic develop
ment projects whose foreign exchange costs are being financed by external

donors. 
The recipient countries, in turn, have committed themselves to the
 
CDF to undertake extensive self-help measures, reflected in medium-term
 
economic programs designed to lead to financial stability and long-term growth
 
and development.
 

Under this project A.I.D. will lend $20.0 million in development assistance

funds to the Caribbean Development Bank (CDB) for relending to eligible

countries for selected socioeconomic development projects. 
 The CDF Working

Group (made up of representatives of the IBRD, IMF, IDB and CDB) will determine
 
a country's eligibility for assistance based upon the existence of appropriate

short and medium-term economic policies. The commitments of recipient countries
 
have been (or will be) confirmed in Caribbean Group country subgroup meetings

and recorded in the official CG summary of proceedings. After the CDB is
 
informed by the CDF Working Group that 
a member country has qualified for CDF
assistance, it will review the donor-assisted projects in the country's invest
ment program to determine which of those projects are eligible for assistance

through a subloan of A.I.D. resources. All projects to receive A.I.D. funds
 
must be consistent with A.I.D.'s "New Directions" legislation and impact upon

the poor of the recipient country.
 

With respect to projects which qualify for financing with A.I.D. funds,

the CDB will obtain from the prime donor to the project written confirmation

that the project is currently technically and economically feasible, that the

financial plan has been reviewed, updated and is satisfactory, and that the
 
project will have no reasonably forseeable significant effects upon the human

environment (or if it does, that a satisfactory environmental analysis has
 
been prepared). 
 The prime donor will also provide the CDB with a brief

description of how the project is expected to impact upon the poor of the
 
recipient country. 
The CDB will then make separate subloans to eligible mem
ber countries to cover expenditures on projects which have qualified.
 

kA 
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II. Evaluation of the Environmental Impact of the Project
 

This A.I.D. project is unlike most of those undertaken by the Agency
 
in that the Agency will not be directly involved in design and implementaticon
 
of the actual development activities which will be carried out under subprojects
 
receiving A.I.D. funds. Further, under this project, the Agency will not be
 
directly involved in the process of determining which specific activities in
 
a recipient's development investment program will ultimately receive A.I.D.
 
funds. The purpose of this project, as set out in the Project Description, is
 
to support the regional, multi-donor adjustment-financing effort undertaken
 
through the CDF, to enable recipient countries to maintain an adequate level
 
of development investment while simultaneously coping with critical economic
 
problems and achieving economic stability and growth. The role of A.I.D. in
 
this multilateral endeavor is a relatively minor one, i.e., to contribute a
 
share oi the resources necessary to finance the local costs of external donor
supported projects in the development investment programs of recipient countries.
 

The specific projects which will ultimately be assisted by A.I.D.'s contri
bution to the CDF effort will not be identifiable at the time of project
 
authorization. However, it is clear from the list of potential projects compiled
 
by the CDF Working Group that none have potential effects upon the environment
 
of the U.S. or outside the jurisdiction of the government of any recipient
 
country. An indicative list of projects which may ultimately receive A.I.D.
 
funds is attached as an annex to this lEE.
 

With respect to those projects which ultimately receive A.I.D. funds, the
 
loan agreement between A.I.D. and the CDB provides that the CDB shall obtain
 
from the prime donor to the Project either a determination that the project
 
has no reasonably foresepable significant adverse effects on the human environ
ment or a satisfactory analysis of the project's environmental effects.
 

III. Recommendation for Threshold Decision:
 

A.I.D.'s environmental regulations (22 CFR 216, A.I.D. Reg. 16) set out
 
the procedures for the review of A.I.D.-financed activities. Section 216.2
 
states that for purposes of these procedures not every activity undertaken by
 
the Agency will be a major action sigi.ificantly affecting the human environment.
 
The section identifies examples of agency activities which will not require
 
the preparation of an Environmental Assessment or an Environmental Impact
 
Statement, and specifically cites the type of contributional activity involved
 
in this project (Section 216.2(f)). It is therefore recommended that this
 
project receive a negative Threshold Decision leading to a Negative Determination.
 

Aillirs. Wheeler, A.I.D. Regional
 
Affairs Representative 
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ANNEX to I.EE. of CDF Projcect
 

Indicative List of External Donor Supported Sub-Projects Potentially
 
Eligible to Receive AID Funds Through the Caribbean Development Facility
 

Estimated CDF External 
Country Project Assistance Required Donor 

($ millions) 

Jamaica First Rural Development 2.3 World Bank
 
Jamaica Education Expansion II 0.6 World Bank
 
Jamaica Sites and Services 2.9 World Bank
 
Jamaica Second Population Project 2.0 World Bank
 
Jamaica Small Scale Enterprise Development 2.2 World Bank
 
Jamaica Self-Supporting Farmers Project 3.1 IDB
 
Jamaica Students Loan Fund II 0.5 IDB
 
Jamaica Secondary and Parish Council Roads 1.6 IDB
 
Jamaica Agricultural Research 1.0 IDB
 
Jamaica Agricultural Marketing 0.4 IDB
 

Jamaica Total 16.6
 

Guyana Mahaica-Mahaicony-Abary 2.7 IDB
 
Guyana Tapakuma Irrigation 4.5 World Bank
 
Guyana Second Education Project 0.9 World Bank
 
Guyana West Demerara Road 1.4 IDA
 

Guyana Total 9.5
 

Barbados Agricultural Marketing Fac.Lities 0.5 CDB
 
Barbados Samuel Jackman Prescod Polytechnic 0.6 IDB
 
Barbados Fisheries Development 0.4 IDB, CIDA
 
Barbados Agricultural Credit 0.2 CDB
 
Barbados Industrial Estates 0.5 CDB
 

Barbados Total 2.2
 

TOTAL 28.3 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WAS1I1QTo1 

'HE ADMINI'TRATOR 

PROJECT AUTHORIZATION AND REQUEST 'OR ALLOTMENT OF FUNDS 

PROJECT II
 

Caribbean Development Bank 	 Caribbean Development
 
Facility
 

Project Number: 538-0023
 

Pursuant to Part I, Chapter 1, Sections 103 - 106 of the

Foreign Assistance Act of 1961, as amended, I hereby au
thorize a Loan to the Caribbean Development Bank ("Bank") of
not to exceed Twenty Million United States Dollars ($20,000,000)

the ("Authorized Amount") to help in financing certain
 
foreign exchange and local currency costs of goods and

services required for the project as described in the follow
ing paragraph.
 

The project consists of a loan to the Caribb.2an Development

Bank which will be used to finance the local costs, and in

the case of the Caricom LDCs, also limited amounts of foreign

currency costs, of eligible development projects financed by

selected external donors (principally the World Bank,

Inter-American Development Bank, and the Caribbean Development

Bank). Subloans will be made from this 
loan to those Bank
 
member countries whose development policies and development

programs have been approved by the Caribbean Group, for

subprojects which meet A.I.D. 	criteria 
(hereinafter referred
 
to as the "Project"). The entire amount of the A.I.D.
 
financing herein authorized for the Project will be obligated

when the Project Agreement is 	executed.
 

I hereby authorize initiation 	of negotiation and execution
 
of the Project Agreement by the officer to whon such authority

has been delegated in accordance with A.I.D. regulations and

Delegations of Authority subject to the following essential
 
terms, covenants and major conditions:
 

a. Interest Rate and Terms of Repayment
 

The Bank shall repay the loan to A.I.D. in United
 
States Dollars as follows: (i) that portion of
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the loan disbursed on account of projects in the 
Caricom IDCs (not to exceed $2 nillion) within 
thirty (30) years from the date of the first such 
disbursement under the loan includiug a grace
period of not to exceed ten (10) years; (ii) with 
respect to those disbursements madL to other than 
the Caricom LDCs within twenty (20) years from the 
date of the first such disbursement including a 
grace period of not to exceed ten (10) years. Tho
 
Bank shall pay to A.1.D. in U.S. dollars intciest 
from the date of the respective first disburse
ments of the loan at the rate of (a) two percent
(2%) during the first ten (10) years, and (b)

three percent (3%) per annum thereafter on the
 
outstanding applicable disbursed balance and on
 
any due and unpaid interest accrued thereon.
 

b. Source and Origin of Goods and Services
 

Except for Ocean Shipping, goods and services
 
financed by A.I.D. under the Project shall have
 
their source and origin in countries included in
 
A.I.D. Geographic Code 941 or any Bank member
 
country except as A.I.D. may otherwise agree in
 
writing. Ocean shipping financed under the Loan
 
shall be procured in the United StaLes or any Bank 
member country. 

C. Conditions Precedent to Disbursements for Sublending 

Except as A.I.D. may otherwise agree in writing,

prior to any disbursement or the issuance of any

commitment documents under the Project Agreement
 
to finance any eligible subloan project, the Bank
 
shall furnish in form and substance satisfactory
 
to A.I.D. (a) evidence that the country in which
 
the respective project is to be carried out has
 
been qualified for assistance by the Caribbean
 
Group (CG) after review of its proposed development

policies and investment programs; (b) evidence
 
that the Bank has identified the project to which
 
assistance will be provided as eligib.e under
 
A.I.D. subproject selection criteria; (c) evidence
 
that the Borrower has received from the appropriate

donor institution a written statement with such 
supporting documentation as may be necessary,
confirming; (i) that the proposed eligible project
is currently technically, economically and finan
cially feasible; (ii) that the financial plan for
 

N\
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the project prepared by the donor has been reviewed
 
and updated; (iii) that the proposed eligible

project will not have a significant effect on the
 
human environment or if such project does have a

significant eflect that a satisfactory environ
mental analysis has been prepared; and (iv) that

the proposed eligible project (which shall be

adequately described) will have a significant

impact upon the poor of the country in which it is
 
located including a brief explanation of how this
 
impact will be achieved.
 

d. Covenants of the Bank
 

Except as A.I.D. may otherwise agree in writing,

the Bank shall covenant that funds made available
 
under the Project shall be reloaned to Bank member

countries at an interest rate of not to exceed 4%
 
per annum for the maximum feasible term of repay
ment (including a grace period) consistent with
 
timely repayment of this loan to A.I.D. by the
 
Bank.
 

Administrator
 

Date
 

Clearance:
 
LAC/CAR,JLockard Date
 
LAC/DR,WRhodes _Date4
 
LAC/DR,RGcmez /__ Datej _
 
LAC/DR,MBrown___' _ -" Date'
 
PPC/DPR,Ellogan Date
FM/LD,MStaf ford Date
 
SER/COM, RDuane D.te
 
AA/PPC,AShakow Date
GC,MBall 
 Date

AA/LAC,AVaidez 
 Date GC/ACJLKesi1ler:ib :8/15/78
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SUBJECT: DAIC REVIEW CARIBBEAN DEVELOPMENT FACILITY PIC 


1. A DAEC REVIEW OF THE SUBJECT PID WAS HELD OIlUEOHESDAY, 

JUNE 21, 1978. THE PID WAS APPROVED BY THE DAEC FOR 

INTENSIVE REVIEW LEADING TO A PROJECT PAPER. 


2. THE FOLLOWING ISSUES WERE DISCUSSED BY THE DAEC: 


A. AID MANDATE/TARGET GRO'P CONCERNS: THE DAEC DISCUSSED 
THE PROBLEM OF ENSURING THAT DEVELOPMENT PROJECTS RECEIVING 
AID FUNDS THROUGH THE COF MECHANISM WOULD BE COIISISTENT WITH 
AID'S MANDATE LEGISLATION, U14DERTHE INSTITUTIONAL ARRANGE-

MENTS AS DESCRIBED INTHE PIC. THE OAEC DECIDED THAT T'( 

COF WORKING GROUP, WHICH ALLOCATES DONOR COITRIBUTIONS TO 


ELIGIBLE PROJECTS, WOULD BE PROVIDED BY AID WITH A LIST OF 


CLEARLY-STATED PROJECT ELIGIBILITY CRITERIA. THESE CRITER-

IA WOULD BE BASED ON THE MANDATE LEGISLATION AND DESIGNED
 

TO ASSIST THE COF WORKING GROUP IN DETERMINING THE CON-


SISTENCY WITH THE MANDATE OF PROJECTS PROPOSED FOR FUNDING.
 
THE DAEC DECIDED THAT THE CDF WORKING GROUP COULD THEN
 

PROVIDE TO THE CARIBBEAN OEVELOPMEIIT DANK, FOR EACH PRO-


i(CT TO VHICH AID FUIDS MIGHT BE DIRECTED, A BRIEF
 

STATEMENT DESCRIBING THE PROJECT AND EXPLAINING HOW THE
 

PROJECT IS EXPEC'4,D TO IMPACT UPON THE POOR OF THE
 

RECIPIENT COUNTRY.
 

B. ROLE OF THE CARIBBEAN DEVELOPMENT BANK AND RELATION-


SHIP TO COF:
 

THE PID STATED THAT THE COB WOULD BE RESPONSIBLE FOR RE-


VIEWING PROJECTS RECEIVING AID FUNDS TO ESTABLISH
 

FEASIBILITY AND REASONIABLENESS OF COSTS. THE DAEC DECIDED
 

THAT THIS FUNCTION WOULD MORE APPROPRIATEIY BE EXERCISED
 

BY THE COF WORING GROUP, WHICH VILL ALSO BE REVIEWING 


PROJECTS FOR ELIGIBILITY. THE DAEC RECOMMENDED THAT THE
 

PROJECT BE RESTRUCTUREO SO THAT THE CDO WORKING GROUP
 

.OITAIN FROM THE PRIME DONOR TO THE PROJECT A STATEMENT
 
CONFIRMING ITS TECHNICAL FEASIBILITY AND AN UPDATED
 

FINANCIAL PLAN. THE COF WOULD PROAIDE TO THE COB A LIST
 

OF PROJECTS COINSIDERED BY IT TO BE BOTH TECYIIICALLY
 

FEASIBLE AND ELIGIBLE UNDER THE AID MANDATE CRITERIA.
 

THE COB WOULD THEN B ABLE TO LIMIT ITSLF TO A REVIEW OF
 

T0E UPDATED FINANCIAL PLANS 'F PROPOSED PROJECTS IN
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MAKING ITS SUBLOAIS Or AID FUNDS TO MEMBER GOVERNMENTS 
UNDER THE CDF MECHANISH. THE ADMINISTRATIVE COSTS OF 
TNE CDF WORKING GROUP WOULD BE ABSORBED BY THE FOUR IFI'S 

CONSTITUTING ITS MEMBERS, AND AID WOULD PROPOSE TO THE 
CO THAT ITS AOMINISTRATIVE COSTS BE RECOVERED THROUGH AN 

INTEREST SPREAD UNDER THE AID LOAN. THE DAEC RECOMPEND-
ED THAT THE TERMS AND CONDITIONIS OF THE LOAN TO THE COBBE 
NEGOTIATED AS SOON AS POSSIBLE. 

C. TERMS OF COB SUBLOANS TO RECIPIENT COUNTRIES: THE
 

DAEC DECIDED THAT INNEGOTIATIONS WITH THE COB, AID SHOULD 
PROPOSE THEFOLLOWING GENERAL ALLOCATION OFITS OLS 20.0 

MILLION LOAN: IA)DOLS 18.0 TO BE RELENT TO JAMAICA IDOLS 
12.3 MILLION), GUYANA iDOLS 4.5 MILLION) AID BARBADOS
 
IOLS 1.5 MILLIOI) AT 20 YEAR TERMS, WITH A TEN-YEAR
 
GRACE PERIOD, AT 3 PERCENT; AND (8)DOLS 2.3 MILLION TO BE
 

RELENT TO THE CARICOM LDC'S AT 30-YEAR TERMS, WITH A TEN-


YEAR GRACE PERIOD, AT 2 PERCENT DURING THE GRACE PER-

IOD AND 3 PERCENT THEREAFTER. A MEMO PROPOSING 39-YEAR
 
TERNS FOR THE LDC'S HAS BEEN APPROVED BY PPC.
 

D. NEED FOR PROCUREMEIIT WAIVER FOR CDF PROJECT: THE 

OAEC DISCUSSED THE QUESTION OF PROCUREMENT REGULATIONIS THAT 
WOULD WHICH BEING LENT TO THE COB ASAPPLY TO THE FUNJOS 
THE U.S. CONTRIBUTION TO THE CDF FINAIICING EFFORT. THE 
DAECNOTED THAT THE INTENT OFTHIS PROJECT ISTO ASSIST 
THE MULTILATERAL UNOERTAKIt TO FACILITATE THE DEVELCP-
IENT INVESTMENT PROGRAMS OF CARIBBEAN COUITRIES BY
 
PROVIDING RESOURCES FOR IMPLEMENTATION O ESSEIITIAL ODIJOR-

SPONSORED DEVELOPMENT PROJECTS. THE L0AEC
FURTHER NOTED 

THAT STRONG COMMITMENTS TO ECONCMIC SELF-HELP MEASURES 
CONDUCIVE TO ECONOMIC STABILIZATIO3 AND LONG-TERM DEVELOP-
HENTWERE BEING OBTAINED FROMRECIPIENTS AS A C1NDITION 
OFTHE PROVISION OF AS.ISTAICE UN1DERTHE CDF SCHEME.
 
UNDER THESE CIRCUMSTICES, ITWAS AGREED THAT THE
 
IMPOSITION OF RESTRICTIVE PROCUREMENT REQUIREMENTS VOULD
 
BE COUNTER-PRODUCTIVE TO ACHIEVIIG THE OBJECTIVES OF
 
THIS PROJECT. THE DAEC RECOMMENDED THAT IFTHE PROJECT
 
PAPER ADEQUATELY JUSTIrFlO THE NEED FOR IT, A WAIVER
 
TO FREE WORLD PROCUREMENT COULD BE SOUGHT INTHE AUTHORIZA-

TION FOR THIS PROJECT. CHRISTOPHER
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June 24, 1978
 

A PROPOSAL TO ESTABLISH A SPECIAL FACILITY TO PROVIDE 
SUPPLEMENTARY FINANCING FOR DEVELOPMNT PROJECTS AND PROGRAMS 

Background and Objectives
 

1. One of the most common themes developed during the December
 
Conference on Economic Development in the Caribbean was the one of tight
investment resources in the context of needed stabiliza!tion programs.
The conflict between the need to stabilize the domestic and external 
accounts, on the one hand, and to avoid even higher levels of unemployment

than the present ones, on the other, was 
in the forefront of many partici
pants' statements. In many 
cases this does not relate only to the need for
new investment projects, but even to the need to avoid slowdowns or suspension
of ongoing investments.
 

2. 
 It is for this reason that a useful initiative, on which agreement
could be reached at ttli first meeting of the Caribbean Group, would be the
establishment of a mecLan±sm for channeling new foreign resources to h.cip
finance essential imports and, through the use of the local currency

generated by this assistance, to offer supplementc'y financing--mainly for

local costs--to assist in the execution of development programs and projects.

While this could be done in a 
number of ways, a regional facility for this
 
purpose would be the most suitable, given the regional charactrr of the
 
Caribbean Group.
 

3. The establishment of a Caribbean Development Facility (CDF)

would have, among others, the following important advantages:
 

a) 	The operational decisions concerning the CDF would be
 
adopted taking into account whether the recipient

country has acceptable short- and medium-teim economic
 
programs;
 

b) 	The operation of the CDF--which, where appropriate, would
 
be closely coordinated with the IMF, and with countr7
 
subgroups--would be likely to support needed improvements

in the economic policies of several countries in the
 
region;
 

c) 	The financing of local costs provided by the CDF, coupled

with continuing project aosistance from bilateral and
 
multilateral 3ources, would make it possible to achieves
 
on a stable basis, public investment Lvels substantially
higher than otherwise would be possible, given the 
stabilization policies required in most of the Caribbean 
countries: 
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d) 	The kind of financing provided by the CDF would improve
 
directly the balance-of-payments situation of the
 
recipient countries. This might be conducive to an
 
early lifting of the import restrictions which, among
 
other effects, are having a negative impact on intra-

CARICOM trade.
 

4. As indicated above, the main purposes of the CDF operations would
 
be to help finance essential imports and to provide supplementary financing of
 
projects and programs for whtch international institutions or other external
 
lenders are financing foreigi exchange components. Such projects and pro
grams would be identified witiin the country subgroups or--between meetings of
 
the subgroups, and in cases where no subgroup exists--through more informal
 
.onsultations of the World Bank staff with the Government concerned, donor
 
countries, the IMF, the IDB and the CDB.
 

5. The special kind of financing to be provided by the CDF should not
 
be considered as a new permanent type of foreign assistance. It is, rather,
 
an instrument to help the recipient countries during an adjustment period in
 
which special external assistance is needed for maintaining acceptable levels
 
of development while executing economic policies directed toward achieving
 
sustained financial stability. This type of financial assistance should not
 
be needed for more than five years, provided that the recipient countries
 
adopt appropriate and timely economic policy decisions.
 

Operational Aspects
 

6. The amount of special external assistance required each year for
 
the CDF operations would be preliminarily estimated by a Working Group formed
 
for 	that purpose by the World Bank, the IMF, the IDB and the CDB. In esti
mating those requirements, the Working Group will take into account:
 

a) 	 the short- and medium-term economic policies and programs 
adopted by the Government of each recipient country, and-
in the framework of such policies and programs--the overall 
external financial needs of those countries; and 

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

7. The Working Group will make recommendations on the eligibility of
 
individual recipient countries for CDF financing and on the amounts it would
 
be desirable to provide in each case, based upon the existence of appropriate
 
short- and medium-term economic policies. In the case of countries which have
 
financial programs accepted by the IMF and investment programs accepted by
 
the World Bank, such programs would suffice to fulfill this requisite. The
 
policy decisions and intentions indicated by the recipient Government will
 
be recorded in the final statement of each subgroup meeting, as the basis for
 
future CDF assistance. In other cases, it is suggested that a decision on
 
country eligibility be based upon information on country programs and policies
 
provided by government representatives and assessed by the staff of the World
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Bank, the I1f, the IDB and--in the case of its borrowers--the CDB. Whenever
 

possible, the eligibility decision would be confirmed during the subgroup
 

meetings. Attention will be given to the relative priority attached within
 

each country economic program to the need to increase regional economic
 

cooperation.
 

The CDF would be formed by amounts pledged by interested donors. It

8. 

is expected that most of the amount required by the CDF during its first year
 

(July 1, 1978 to June 30, 1979) would be pledged by several donors in the 
first
 

Similar
meeting of the Caribbean Group to be held on June 19-24, 1978. 


pledging sessions would be held each year, during the five-year period 
referred
 

However, in some cases, particularly when there is
 to in paragraph 5 above. 

an urgent need to provide additional resources, for CDF purposes, to 

specific
 

recipient countries, it would also be appropriate for donors to commit 
their
 

"
 CP' 	assistance on an ad hoc basis to those recipient countries.
 

Each donor may select the development programs or projects which
9. 

In cases where the recipient
would be financed with their CDF assistance. 


country has economic and financial programs which have served as a basis 
for
 

financial agreements with multilateral agencies, donors may also opt 
for
 

allocating, in general, the local currency generated by their assistance 
to
 

the financing of the approved investment programs without earmarking it 
for
 

The Working Group referred to in paragraph 6 above will
specific projects. 

coordinate the selection of projects and programs in order to avoid
 

ensure the financing of high priority projects. The
duplication and to 

Working Group would also assess performance in the execution of projects
 

and programs for which CDF assistance is offered, and would report its
 

findings to the donor countries involved, and to the Caribbean Group.
 

Each donor country would reach separate loan and/or grant agreements 
with
 

each relevant recipient country--or with the CDB where donors wish 
to use that
 

its members. The World
institution as a channel to provide assistance to 


Bank, the IDB and the CDB would be prepared to assist in the administration
 

of such loans and grants by concluding cofinancing arrangemeits 
in all cases
 

in which any of those three institutions is involved in the financing 
of the
 

same projects or programs.
 

10. The donor countries would be able to make their contributions 
in
 

two 	forms:
 

a) 	in long-term credits or grants, for the financing of essential
 

imports with the counterpart in local currency available for the
 

financing of development projects or programs;
 

b) 	in long-term credits or grants, taking the form of essential
 
the 	counterpart in
commodities such as petroleum and food; 


local currency derived from the sale of these commodities would
 

also be used for the financing of development projects or programs.
 

The 	foreign exchange provided under the first modality could be disbursed:
 

(i) immediately after the loan or grant is approved; (ii)in several tranches,
 
(iii) pari passu with the execution
according to a predetermined schedule; or 


It would be highly desirable if each
of development projects and programs. 

donor could make available as large a part of its contribution as possible 

in
 

the form of untied credits or grants. Each donor's assistance within the CDF
 

ho nrnv-tdp-d with a sisnificant element of concessionality.
.	 . ,hni,1A 
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11. In the case of CARICOM's Less Developed Countries (LDCs), which
 
are facing a particularly difficult fiscal situation, the definition of
 
development projects and programs which qualify for CDF assistance should
 
be understood to include current development expenditures, provided that
 
such expenditures:
 

a) are related to specific high-priority investment Protects
 
and programs, or
 

b) 	are part of common services to be established by Caribbean
 
countries.
 

The allocation of those resources to specific LDCs would be made, where
 
appropriate by CDB, following the joint recommendations of the staffs of
 
the 	World Bank, the CDB and the IHF, based upon their assessment of the
 
short- and medium-term economic programs prepared by each country.
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Governor John J. Gilligan
 
Administrator
 
Agency for International Development
 
Washington, D.C.
 

Dear Mr. Gilligan:
 

I would like to convey to you our appreciation for the support that 
has shown.for: thie .Caribbean Group for Cooperation in Economicyour Government 

Development. That suppo'rt ha s ednIparticularly important concerning the 
indicated that the

Caribbean Development Facility (CDF), for which you have 

United States will contribute 30% of its resources.
 

After consultation with the International 1,1onetary Fund (111F), the
 

Bank (IDB), and the Caribbean Development Bank (CDB)
Inter-American Development 
we recommend the following country allocations of the US$20 million that your 

Government is prepared to make available immediately in the framework 
of the
 

CDI: 

$12 million
Jamaica 


Guyana 	 /4.5 " 

"Barbados1.5 

Less Developed Countric 2.0 " 

(LDCs) of the Caribbean 
Community
 

the total amount we had originallyThese $20 million are less than 	30%of 
during this

recommended for the countries which will have subgroup meetings 	
of*now been increased somewhat, in 	 view

week. Those original estimates 	have 
of the Stand-by

(a) larger requirements for Guyana, determined in the framework 
that country with the ItF; and 

arrangement agreed upon earlier 	this month by 
in the June 2 Donors' Meeting--of

(b) 	 the advisability--which became apparent 
the resourcles that we had envisaged would be

transferring to the CDF part of 
a Special Fui,..' to be administered by the IMF.

channeled to the ]UCs through 

In this connection, the World 1Bank is prepared to consid2r a $10 million
 

on stabilization and
proiram loan to Guyana--providcd agreement can be reached 

the CDF framework, aird
investment policies--which would be provided within 

Cn	 for that country.which would cover the increase in '" .. irements 

A'b
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Concerning other recipient countries--for which meetings are- scheduled
later this year--I would like to offer the following comments: 

a) 	 We agree with the preliminary decision of the US Government of 
providing, Within the CDF framework, about US$9 million in
additional P.L.480 resources to haiti, subject to agreement by
that country on the economic program being negotiated now with
international agencies. This econo3mic program is expected to 
be reviewed during the 	1laiti Special Group meeting scheduled 
for 	July 10-12.
 

b) 	 For the Dominican Republic--for which a Subgroup is preliminarily
scheduled to meet before the end of 1978--a tentative allocation 
'of US resources to be provided through the CDF of about l1S$8--10 mil
lion would seem to be appropriate 'at this stage. This rec6inm.cndation 
is subject to revicw later this year in view of the economic si[tua
tion and of the program that has still to be. prepared by the now 
Government.
 

Finally, Mr. Gilligan, I would like to point out that the Bank decision
 
to convoke the first naeting of the Caribbean Group was largely based upon the 
US intention--announced in the Donors' Meeting held in Paris on May 16-1.7-
to provide 30% of the full asount required for CDF purposes. Other donors
have now agreed to participate in the CDF scheme. To be able to achieve the
objectives of the Caribbean Group--which the Bank agreed to lead at the request
of your Government, among others--the United States' confirmation of :its
intentions would be now an indispensable requisite. 14e hope, therefore, that
in the final US statement n'xt Saturday, during the closing session of this 
week's meeting of the Caribbean Group, the United States will be able to 
confirm its support of the Caribbean Group and, more specifically., of the CDF. 

Sincerely yours,
 

Adalbert Krieger 
Regional Vice President 

Latin America and the' Caribbean 
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Mr. Adalbert Kriegor 
Regional Vice-President
 
Latin America and the Caribbean
 
The World Bank
 
1818 H Street, N.W.
 
Washington, D.C. 20433
 

Dear Mr. Krioger:
 

This is in response to your letter of June 19 concern
ing the U.S. contribution to the first year roquirements

of the Caribbean Development Facility.
 

In my statement to. the Caribbean Group meeting on Monday
I indicated the U.S. Government would seek to meet up
 
to 30% of tho indicated requiromont3 of the Facility in
 
its initial year. I further specified that, subject to
 
Congressionl Notification and concurrence, wo would 
provide $20 inillion in Development Assistance funds
 
during AID's current fiscal year which ends Septenber
 
30, 1978.
 

Your letter informs A.I.D. of the recommendation of the
 
CDF working group, composed of the I1RDD, IDB, Vfl and
 
CDB, that the $20 million U.S. contribution to be made
 
available from FY 1978 funds be utilized towards the
 
supplemental local cost raquiromentc of basic hunan
 
needs project. in the following countries and amounts:
 

Jamaica $12.0 million 
Guyana $ 4.5 million 
Barbados $ 1.5 million 
Caribbean Community LDCs $ 2.0 million 

We are pleased to concur in this recommendation. As re
quested by the CARICOM countries and subject to agreement
with the Carlbcan Development Bank and the concurrence 
of the U.S. Congreas, we will channel the $20 million 
U.S. contribution in tha form of a concessional loan to
 
the CDB for relonding to these countries for eligible
 
activities.
 



ANNEX NO. 8 Page4

2 

variety of reasons it is not feanible 
at this
 

For a form resources
 
time to formally specify in arount 

or 

our next fiscal year,

he considered duringwhich would 
target, for CDF require

30% contributionwithin the 
on which sub-group meetings 

ments of those countries in yourAs you riotedlater date.will be hold at a 
letter, we are currently discussing 

with the Government
 

PL-480 Title III program. 'He assign
of 11aiti a major 

and appreciate the endorse
high priority to this program 

in your letter. Ascontainedment of this initiative thatyour letter we anticipate
further indicated in 

of the Title III program, if
$9 millionapproximately Haiti,
 

successfully concluded with the 
Government of 


would be allocated within the framework of the CDF.
 

We also share your concern that 
the Caribbean Group
 

at the appropriate time
 be in a position to addrens 
 As
 
the CDr requirements of the Dominican 

Republic.

that country 

you note, however, the economic 
program of 

for that 
yet been prepared and the subgroup

has not 
later in the year. We will 

not meet untilcountry w:ill of the Dominicanthe requirementscarefully consider PL-480be met utilizing additional 
Republic which might 

or Developm~ent Assistance resources 

within the context
 

of our FY 79 program. 

In our closing statement on Saturday 
we will confirm
 

our efforts to contribute up to 
30% of the requirements
 

of the CDr, provided other donors 
are prepared to con

tribute their full 70%, and further 
specify the utili

zation of the $20 million to be made available 
from current
 

year funds along the lines stated 
above.
 

I want to again congratulate the 
World Dank on its
 

excellent preparption for the Caribbean 
Group meeting
 

and for the skill in which it has chaired the meeting.
 

are most encouraged with the 
already apparent success 

o 
the Group. 

Sincerely,
 

John J. Gilligan
 

LAC/CAR:GFGower ;og; 6/22/78
 

Clearances:
 
(draft)LAC/DR:Mi3rown 

__raft)DAA/LAC : EWCoy 

AA/LAC :AValde z (draft)
 
AALPPC :AShakowi f
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THE SECRETARY OF STATE a eo 

J/' 3 WASHINGTON 

S&IL M,iVEE. , '. July25, 1978 
(ErA2TIVE SECh. 1r.*i1 Jmw Due: 8/7/78 

ACTION: AA/LA for Gilligan siga 

Dear Jack: INFO: Gilligan/Nooter logs, 
AA/PPC, AA/IIA 

I was delighted to learn that the first meeting
 
of the Caribbean Group for Cooperation in Economic
 
Development had been such a success. There is no
 
doubt in my mind that the principal reason for this
 
success was your personal involvement and contribu
tion, and the very thorough job of staffing and
 
preparation done by A.I.D. The successful launching
 
of the Caribbean Group not only gives substance to
 
one of the early initiatives of the Administration,
 
but can be viewed as an important contribution to
 
the North/South dialogue as well.
 

I am sure you will agree that it is essential
 
for us to move ahead quickly to make good on our
 
undertakings, particularly obligating the $20 million
 
loan to the Caribbean Development Bank for the Carib
bean Development Facility (CDF) before the end of this
 
fiscal year. We should also explore how best we might
 
provide the $17.5 million from FY 1979 funds once the
 
appropriation bill is passed. I assure you of my own
 
support in carrying out these programs.
 

Sin
'inely,
 

The Honorable
 
John J. Gilligan,
 

AdministratoL,
 
Agency for Inte national Development.
 

CCU2(074
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Julv 31, 1978' 

Mr. Marshall D. Brown
 
Associate Assistant Administrator
 

for Development Resources
 
Room 2248
 
Department of Soate
 
Washington, DC 20523
 

Dear Mr. Brown:
 

In view of the discussions which took place on July 26 and 27 between
 
you and your colleagues and representatives of the CDB, the IMF and the
 
World Bank, I have delayed my response to your letter of July 21, 1978.
 

I am gratified to learn that the discussions which took place were
 
useful in clarifying the character of the Caribbean Development Facility
 

and the responsibilities of the international agencies cooperating in its
 
work. The central concept of the CDF is that it be a coordinating mechanism
 
and a framework through which donors can provide assistance to recipient
 
countries of the Caribbean Group. The members of the Caribbean Group have
 

been explicit in their desire not to create a new legal entity or
 

bureaucratic structure. I therefore think it appropriate that you have
 

removed from AID's proposed loan agreement with the CDB, the requirements
 
that CDF be "formally consticuted", authorized representatives be named
 

and certifications furnished by CDF relating to country and project eligibility.
 
Instead, I understand that the AID/CDB proposed agreement will place
 
responsibility on the original donor to furnish project information to
 

CDB and country information will be obtained from the proceedings of the
 

Caribbean Group meeting.
 

You may be assured that AID and the CDB will receive the cooperation
 
of the World Bank staff in obtaining information relating to World Bank
 
projects and matters which were discussed at the Caribbean Group meeting.
 

http:4l-12.I4
http:Tekt~ph.iw
http:Washinglon.DC
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Along with the other menbers of the CDF Working Group, the World Bank Will
 
continue to provide support to the CDF and.theother activities of the
 
Caribbean Group.
 

Sincerely,
 

EZ eLeau
 
Director
 

Country Programs Department
 
Latin America and the Caribbean
 

Regional Office
 



AM= NO"
 

FOR FAMIUNRKV) FI"hX-Cf.C FROtJ.XIA!CA: LIST OF Pt.OJCTS CLIGT5rE 

,CARtDkiB1 DLI/Ei.ora. V.CILITY, .1978-79 J/
 

(US$ million)
 

£stimat.3 eu-ndtures, July 1 1Md7 
to June )0.1979 

AvailAble
 
or Local Counter-


Total Expected part andlor
 

Disburse- External CDF Emergency Financing
 

ments Financing Assistance Agency
 

Ontotni Prolects
 
0.7 Netherlands
1.5 0.8
Pedro PtnLns Irrigation 
 0.5 lethnrlands. EDT
2.6 2.2
Micro Dams 
 1.0 Netherlands
1.2 0.2
Hague, Meyersfield Drainage 
 letherlands
0.2 0.2 


Cornwall Youth & ComnunLty Developntent 0.3 

3.2 IBRD
8.4 502
First Rural Development 
 USAID
 

Second Integrated Rural Development 6.0 3.4 2.6 

0.9 Federal Pepublic
1.4 0.5
Fisheries Terminal 
 . of German7 
0.1 CI)&0.3 0:2Charlemont Development 
 19 2.0 Netherlands. EDT
3.9
T~nk tsuilding 
 1.5 ID5
6.3 4.5
Self-supporting Farmers' Project 
 lURD, VI?
6.6 4.1 2.5 


Road Improvement & Maintenance 
 3.3 IRD. VIF5.2 4.9Third flu;shay Project IDS. VIP
2.8 2.1

Secondary Main and Parish Council loads 4.9 

2.3 CIDA1.3
Bridges Construction Phases IV and V 3.6 
0. 0.1 Netherlands
0.2
Special Education 
 0.1 Netherlands
0.2 0.1
Knockalva Development 
 1.0 IDS
1.7 0.7
Students Loan Fund I 
 Netherlands
 

Course In Pl.annine Tcchnology 0.2 0.1 0.1 

0.8 IBRD
1.1 0.3
Education Expansion I1 USAI)
7.4 4.0 3.4 


Rural Education 
 0.7 CIDA
0.7 " 
Primary Schools lLI 
 EDT
0.5 0.4 0.2 

Early Childhood Educatiou 

6.0 3.4 3.5 ISRD, VTY
 
Sites and Services 
 0.5 ED?
3.0 1.5

Second Population Project 


log 1.7 0.2 EDT
 
Banana Planting 
 IBRD
1.6 0.9 0.7
Sugar Rehabilitation Project 
 0.7 Part CIDAIEDC. Best5.6 4.9Port Development 
 not identified.
 

0.9 IBD. VIT6.2 5,3International Airports IDB, VIF4.2 2.5 1.7
)ontego BaylFalrouth Water Supply 9.6 1130, ID. EDC22.9 13.3
Production, Transmission Services of JI 
 - ED?0.4 0.4

Trade Promotion 


New Projects
 IDA
1ol 0.7 0.4 

Agricultural Marketing 
 CIDA
1.0 1.0, -
Economic Rehabilitation of Veto 
 D
s. 0.8 1.0 

Agricultural Research 
 1.2 IDS, OPEC
26 1.6
Black River Upper Morass I5ID2.5 0.7 1.8

Small Scale Enterprise Project 
 - Netherlands, E1?0.5 0.8

Squatter Upgrading I'& It 


0.3 0.3 Netherlands, ED?0.8
Mandeville Witer Supply 
 0.3 CDs
0.7 0.4
Lov-incoce Housing 
 Unknown c/
0.3 0.2 b/ 0.1 V/t
Amity |all Slaughter souse 


21.0 3.0 80 Unknown itTelephone Services 

Unknow A/Telecoitunications Servicee 1.1 O.5 0.6 

1.1 0.3 0.8 V/ Unknown €eInternationAl Airports 0.3 j/ Unknou l1.0 0.7Air Jawtica Facilities & Equipment 0.4 Unkwvn
2.9 2.5
JIC Equipmsat 


World Sank1 DO3 and thel,/ respective 
. Includes projects financed, or expected to.be financed, by CDs$ 

/77* 
Imembrs.
Of ?relintanry estimates.
 

S/ Such projects wjuld become eligible upon commitment of financing by CD1, World ?Ask, or i9 or b4 
any of their asabers. 



GUYANAI LIST OF PROJECTS ELICIBL FOR J,?ARK1D FI::VA;CIC FROII rHE 

CARIEDEAN DEVr.LOPEr1:IIT FACILITY, 1978-79 a/ 

(US$ million)
 

Estianted expcnditures. July 1. 1975
 
to Junn J0. 1979
 

Available
 
* or Local Counter-
Total Expected part and/or 

Disburse- External. CDT Emergency 
ments fiaancing Assistance 

Onr.ntnr Proects
 
5.30 2.70
-ahaica-Mahaicony-Abary 8.00 


Essequibo Coast SAa Defences 1.60 1.10 0.50 

Livestock Extension Services 
 0.20 0.10 0.10 


Veterinary Diaanistic Laboratortee. 0.35 0.13
0.20 

Tapakuma Irrigation 9.70 5.20 1.50 

Cuyana Kipping Project 0.20 0.10 0.10 
IDA/IDUD Second Education 2.80 1.90 0.90 
Guyana Timbers 1.60 0.60 1.00 

Cuyana Forestry Industries Corp. 0.40 0.25 0.15 


Forestry Training 0.30 0.20 0.10 

Forestry Dcpartment 0.10 0.05 0.05 


Institute of Applied Science and
 
Technology 0.60 0.40 0.20 


Vest Demerara Roads 4.00 2.60 1.40 

TrAnsp 'rt and IHarbor Dept. Vessels 2.70 1.80 0.90 


East Dank Berbice Road 1.80 
 1.00 0.80 


CanjeRiver Bridge 0.60 0.35 0.25 


Ceorgetown Approaches 1.20 0.80 0.40 

0.20
0.20 -

Farm Feeder Roads 0.40 0.25 0.15
Dc'itrara River Bridge 


Liveatock Project 0.30 0.05 0.25 
2.00 1.70
Pover Turbines 


New Prolects 

Food rrop Project 0.60 0.0O 0.10 
Cairy Developeent 1.00 0.80 0.20 

0.35
0.80 0.45
Miscellaneous Crop Development 

8.10 5.70 2.40
CiYSUCO 


Cuyana Rice Wharf 1.20 0.90 0.30 

Guyana Karketing Corporation 0.10 0.0% 0.05 


0.20 0.10 0.10
Topographic Surveys 

3.60 2.40 1.20
Upper ue-merara Forestri 


Housing (CC.fFB) 2.60 0.90 1.70 

0.60 0.20 0.40
Oepierara Fish Port Complex 


Public Transportation 2.40 1.90 0.50 


Rice Processing 0.60 0.Ob/ 0.20b/ 

0.15;/
Fish Storage and Distribution 0.40 0.25Y 


Guyana National Engineering Corp. 1.40 l.00b/ 0.&O/ 

0.6k 0.620b/Airports and Airfields 0.60 


5.00 3.0%WScholarships and Training 


ANNEX NO. 9 Page 2 

Financinl
 
Agency
 

IDS
 
UK
 
UIDP
 
CIDA
 
111W, IDA
 
U)Dr
 
IBRD, IDA
 

CDA, CoaercLaJ
 
sources
 
CIDA
 
MNDP. TAO
 
UNDP
 

CIDA
 
IDA
 
UK
 
ED?
 
USAID
 
USAID
 
UK
 
USAID
 
IBRD 
UK
 

IDS
 
IDS
 
CDI, EDT
 
CDS, UK
 
USAnD
 
CDB
 
CIDA
 
IDA, I D,
 
918. EDF
 
CDI
 

EDT, Sunplier's Credit
 
India (Supplier's CreW;t
 

unkncwn c/ 
Unknownc/ 
Unknown V 
Unknown 71 
Unknown T/ 

,1 Includes projects financed, or expected to be financed, by CDB, World Bank, IDB and their respective
 

members. 

Preliminary estimates. 

S1 Such projects would become eligible upon comiluent of fina L8g by CDI, World Bank, or 1I0 or )y 
any of their mebas. 
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BARZAOSt LIST OF PROJECTS, MECI= F VOR FARHARI.Eb ANtCIG rROfi Tilt 

CARIBIO DEVOEWPMET FACXLITY, 1978-79 a/ 

M15million) 

IRatlnAred 	 c..Pcnditurear, July 1. 197C 
to June 30, 1979 

Available. 
or Local Counter

tta, Expected part and/or 
D11burse- External CDF Emet'r.eocy Fin. ncnind 

ounit Fifnr.cin Assistance Agency 

Ong.oing Proiects
 
Agricultural Developm.ent Extensions 0.83 0.33 0.50 EFD 
Expansion of Agricultural Itarkating. 

1.40 1.05 0.35 CDO

Facilities 


0Dh1
1.90 1.00 0.90
Industrial Estates 
 ID)B

Samuel Jackman Prescod Polytechnic 2.12, 1.32 0.80 

4ortr.age Finance 1.50 0.60 0.90 CD3 

Development of Water Resources 0.30 0.25 0.05 IDU 
4.60 3.30 1.30 u1M
Bridtetoni Sewerage 	 6.00 4.50 1.50 IDDBridgctown Part 

CIDA7.00 5.00r 
Crautley Adar.s Airport 


14M rroiaers
 
0,20 0.15 0.05 1DB
(,ovcrnrnt Conservation 
 C2DA, IDN

Fisheries 	Development 1.00 0.60 0.40 

0.35 CDPI
1.00 0.65
Agroindustry/Food Processing 


MolidAy Villa&e 	 1.00 0.50 0.50 IUPJJ, CDII 
EDF, CODIMatins Urban Davolopcont 	 2.50 1.50 1.60 

LoC Cost Houring 	 0.30 0.20 0.10 CDB 

1.80 0.80 b/ Unkno,- cRural Developrmnt 	 2.60 
2.50 2.006J 0 50b/ Unknown jSelf-sufficiency in Vegetables 


0.35 b Un:no'n tIrVater lIan.ramcnt Authority 0.75 0.40 b 

Vater Davalopmcnt 1.00 0.75 b 0.251'/ UnknoWn L/
 

Js Includes projects financed, or expected to be finaaced, by C5, World Bank, 11111 And their 

respective mebers. 	 /k. c
 

h pli-.ironrY e~,ti-ntes,
 

Such projects would become eligiblo upom conutsmt L of (Sniwcing by C1, t.'rld Ounk, or IDS or by 
ay of their members. 

http:FARHARI.Eb
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BELIZE: LIST OF PROJECTS ELIGIBLr. FOR EAI'lR 'EDVINANCINGFROfl THE 

CARIBBEAN DEVELOPMENT FACILITY, 1978-79 


1inF, Lro(ec t.rs 
Grain Storage and 'MarketingFacilities 


Sugrcane reder Roads. 
Belize City Port 

Co=mmerce Jiht Pier 
Belize City Water --nd S.erage 

Bclmopan lotel 
Comprchensivc Rural Ilater Supply 
Banana Development 


Eleccricity Expansion 


Doep Sea Fishing 

Tobacco Mechaniz:ation 
Belize International Airport 

Telephone Expansion 

Includes projects financed, or -expected 

respective members. 

Preliminary cstiinates. 

Such projects would become aligible upon 
any of their members. 

(US$* ifi111on)
 

Estima ad e:penditures, 

to June 30, 

Available 
or 

Total Expected 
Disburse- External 

ments Tinancing 

2.50 2.00 


0.80 0.70 

5.50 4.90 

0.35 0 30 
5.30 4.30 


0.30 0.25 

0.40 0.30 

2.20 1.60 


1.10 1.00 

2.40 1.90,b/ 
0.60 0.45 / 

0.40 0.35 b/ 
1.00 0.75 9/ 
0.40 0.30 h 

ad 

July 1, 1978
 
1979 

Local Councer
part and/or
 

CDF Emergency 

Assistance 

0.50 

0.10 

0.60 

0.05 

i00 

0.05 
0.10 

0.60 

0.10 

0.50 b/ 

0.15 9/ 
0.05 

0.25 / 
010 -h/ 

to be. innnced, by CDB, World Bank, IDfl and 

commitment of financing by CDB, lorld 11ank, 

Financin
 
Agency 

CIDA
 
CDB
 
CDB
 
CDB
 
CIDA
 

CDB
 
CIDA
 

CDB, CDC
 
CDB
 

Unkno-, 
Unknom
 
UUnkno-wn 
Unknotn 
Unknown 

their 

or .D11 o 



Al4TIGUAt LIS? OF PROJECTS ELZISLE FOR EAMMARIZD FINANCING FROM THE 
CARIBBEAN DEVELOPMENT FACILITY. 1978-79 a/ 

(US$ million) 

Estimated expenditures. July 1. 1978
 
to June 30. 1919
 

Available
 
or Local Counter-


Total Expected part and/or
 
Disburse- External CDF Emergency 


meats Finnncing Assistance 


Ongoing Projects
 
Industriak Estates b/ 0.456 0.319 0.137 

Barbuda Road Construction 0.009 - 0.009 

Srhools 0.102 0.016 0.056 

Canadian School Program O.051 0.049 0.002 

New Administration Building 0.002 - 0.002 
St. John's Police Headquarters 0.032 0.002 0.030 

New Proects 
Dairy Production O225 0.202 0.023 
Integrated Production Processing -

and Harketing Unit 0.022 0.020 0.002 
Tree Crop Development 0.185 0.166 0.019 
Cotton Development - Pest Control 0.079. 0.071 0.008 
Industrial Estates 0.567 0.510 0.057 
Coolidge Airport Terminal 1.111 0.889 0.222 
Peanut Production - Barbuda 0.100- 0.090 C 0.010 C/ 
Industrial Development 0.787 0.394 €/ 0,393"/ 
Technical Assistance - Handicrafts 0.020. 0.016 0.004 
Harina at Yeptons 0.161 0.064 0.097 c 
St. John's Sewerage System 0.231 0.139 c/ 0.092 / 
Financial Assistance to ABDB I 0.481 0.337./ 0.144 / 

11 Includes projects financed, 
respective members. 

or expected to be financed, by V3B, Vorld-Bank,, DB and 

b. Includes 30% local resources az a result of newvinformation. 

ci Preliminary estimates. 

Financing 
Agency 

CDB 
BDD 
BDD 
CIDA 
:BDD 
BDD 

CDB 

CIDA 
CDB 
BDD 
CDB 
CIDA 

Unknown d/ 
Unknown.l/ 
Unknown'!/ 
Unknown7l 
UnknownX/ 
Unknown 71 

, 
S 

their 

0 

o 

d/ Such projects would become eligible upon commitment of financing by CDB, World:Bank,.or IDEaror 
by any of their members. OQ 

el This nroect In Included with nrolect mrofles but atrivad roaehlae.soe hiin unAnauIvaim 



ELIGIBLE FOR rAP'MA KED FINANCING FROMDOHINICA: LIST OF PROJECTS 

TUE CARIBBEAN DEVELOPMENT FACILITY, 1978/79 
a/ 

(US$ million) 

Estimated expenditure. July 1, 1978
 

to June 30, 1979
 

Ongoing Projects 


Pilot Project in Sawnilling 
-Deep Water Harbor-Equipment 
Working Class Housing 
Harigot Hospital 

New Proiects 


Cattle Development 

Water Supply 

Land Reform and Settlement. 


Mental Health 


Available
 
or 


Total Expected 


Disburse- External 

ments Financing 


0.-26 


0.26 

0.06 -0. 


0.185 
-.
0.05 


Local Counter
part andfor
 
CDF Emergency 


Assistance 


0.26 


0.26 


0.185 

€ 


0.11 0,09 bf 0.02 b/ 

0.11 0.09 b 0.02 bI 
0.5 0.08 T/ 0.07 b/ 

00 0Unknown 
0.01 IUkonI
0.03 0.02 b/ 


Financing
 
Agency
 

UK
 

U C
 
CDB
 
CDI
 

s,
UK 


Unknown c/ 

Unknown cl
Unknown 1.
 

cI
 

and their respective.orid Bank, IDE 
a/ Includes projects finan ed, or expeccea 

cobe finaned, by CDB 

members. 

b/ Preliminary estimates.
 
or DB or by,y CoB VDorld:Bank. 'IDA 

Such projects would become eligible upon commitment 
oeffinancing by
elgileupnco~itmn
c/ 


any of their members.
 



MONTSERRAT: LIST OF PROJE.CTS 

CARIBBEAN 

New Proiects
 
Fruit Crop Establishment 

Irrigation 

Soil Conservation 

Low Cost Housing 

Dairy Plant 

Emerald Isle Leather Works 

Hatch Manufacturing 

Montserrat Apparel MEg. 

Montserrat Industrial Enterprises 


Montserrat Plastics 

Junior Secondary School 


al Includes projects financed, or expected 

members.

b/ Preliminary estimates. 

ELIGIBLE FOR EARARKEI) FINANCING FROH THE 

DEVELOrMENT FACILITY, 1978/79 a/ 

(US$ million) 

Estimated expenditures, Jul.'1 1978 
to June 30, 1979 

Available 
Or 

Total Expected 
Disburse- External 

ments Financing 

.103 .021 b 

.174 .165 bI 

.081 - bV 

.382 .344 L/ 

.140 .105 9I 

.170 .102 bI 

.088 .053 b/ 

.100 

.119 
.070 bI 
.083 Ti 

.325 .260 b/ 

.238 9143 g/ 

Local Counter
part and/or
 
CDF Emergency. 


Assistance 


.082"LI 

.009 b/ 

.081 bI 
.038 b/ 
.035 hI 
.063 b/ 
.035 / 

.030 b/ 

.036 
.065 i/ 

,095 bj/ 


FinancIn8
 
Agency-


Unknotn ci
 
Unknown c
 
Unknown ci 

" !now cI
Unkn°a'n' e/-

Onknown. c/
 
Un.known cZ/
 
Unlnown c/
 
U known cl 
Unknown cI
 

Unknown c/
 

to be. financed, by CDB, World!, Bank, IVand-their-irespectiv., 

World Bank, orIDor byof financing by CDB,
Such projects would becomeeligible upon commicentcE 
any of their members. 

0
 

0 
OQ:
 

I 



LIST OF PROJECTS ELIGIBLE FOR EARMJ_2YEi1 FINANCING FROM THEGRENADA: 
1978-79 aCARIBBEAN DEVELOPMENT FACILITY, 

(US $ million) 

Estimated expenditure. July 1. 1978 
-to June 30, 1979 
Available 

Local counteroA 


part and/or
Total Expected 

CDF Emergency -Financin.


Disburse- External 

Financing Assistance Agency
ments 


Ongoing Projects CIDA
A.03
0.27
0.3 

Boca Secondary School 0.36 0.04 CIDACDB 

Belvedere/Mama Cannes Water 

0.32 


New Profects UIK0.03
0.12
0.15

Banana Development EDF
0.05
0.85
0.90

Eastern Coastal Road Unknown cI
0.30 0.1244 0.18 b/ 

Tree Crop Propagation 
 .0.05 0*.04..j 0.01bU
 
Carriacou Airstrip 


IDB .and their respective

expected . to be iLnanced, by CDB, World Bank. 

Includes orojects financed, .ora/ 
members.
 

b/ Preliminary estlmates.
 

or IDB orby
c/ Such projects would become eligible upon commitment of financing by CDB, World Bank, 

" 
any of their members. 

OQ 

I 

0 



ELICIBLF. FOR EWARIEDl) FINXAICING FROH THE
ST. LUCIA: LIST OF PROJECTS 

CARIIIBBEAN DIEVLO'1HENT .VACII.ITY, 1978-79 21 

(tS$ mii1ton)
 

Estimated expenditures, July 1 '-1978*. 
to June 30. 1979_ 

Available 
or Local Counter-

Total Expected part and/or 

Disburse- External DF Emergency 
ments Financing Assistance 

Ongoing Projects
 0.12 0.0610.185
Fisheries Development 
 0.04 

St. Lucia Marketing Board 	 0.04 


1.90 1.70 0.20 
Castries Port Development 


0.185 0.145 0.04 
Airport Improvement 


Nev Projects
 0.25 0.06 

Agricultural Feeder Roads 	 0.31 


0.02
0:19 0.17 

Bridge Reconstruction 
 0.13 b/
0.17 0.04 bf 

Agricultural Resettlement Program 


ZDB 	and 
a/ 	Includes projects financed,.or expected-to be financed, 

by CDB, World Bank, 

members. 

b/ 	Preliminary estimates.
 

World Bank,commitment of financing by COlB,
c/ 	Such projects would become eligible upon 

of their members. 

Financing
 
Agency 

CIDA
 
UK
 
CDB
 
CIDA
 

EDF. CDB
 
UK, 	EDF
 
Unknown S1
 

their "resective 

or ivu or by any . 
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ELIGIBLE FOR rARMARKm)ED INCING FROM THE
LIST OF PRO-ECTSK.TtS-NEVIS-.f ZIUA-ST. CARIBBE0a DEVELOPIENTr FACILITY, 1978-79 b/ 

ooinn Proieccs
 

Industrial Development 

Load Reconstruction 

Golden Rock Airport Terminal 


New Projects 

fisheries 


Teeder Roads Frojects 

Fteder Roads in Nevis 
Industri*l Infrastructure 
Realignme.t of Airport Approach Road 
Vptradine E1ectrical System 
Telephone Replacement and Expansion 
lower Station Extension (1'avis) 
9.pansion of Secondary and Tertiary 

Education Syste 

Koapical Development 
Envlrotnmcnt Sanitation 

C.)=unity Health Services 

rourisn Development 

Toutist Shopping Arcade 

Instru ert Landing System 


(US$ million) 

E'timaLed a::enditurcs', Jialy 1, 1978 
to June 3n, 1 Q7q 
Available
 

or 

Total Expected 


Disburse- External 

merts Financing 


0,039 0.035 

0.166 0.158 

0:991 0.892 


0.162 0.146 c/ 


0.046 0.003 V/ 

0.090 0.013 Z/ 

0.309 0.216 / 

0.011 0.002 Z/ 
0.148 0.118 Pf 
0.366 0.329 c/ 

0.104 0.083 E/ 


Local Counter
part and/or
 
CDF Emergency 

Assistance 


0.004 

0.008 

.099 


0.016 o/ 


0.043 o/ 

0.077 jf 

0.093 c/ 

0.009 7/ 

0.030 Vf 

0.037 V 

0.021 E/ 


0.815 0.652 f/ 0.163 / 

0.146 0.104 P 0.044 € 
0.074 0.059 c/ 0.015 of 

0.092 0.062 Z/ 0.OZ0 .'/ 

0.046 0.009 Z/ 0.037 g/ 

0.074 0.052 of 0.022 *'/ 

0.037 0.030 o. - / 

Page ,1( 

Financin;
 
Agency
 

CB
 
EDF
 
CXDA 

Unknown d/
 

Unknown dl/ 
Unknown d/ 
Unknown / 
Unknown W/ 
Unknown "/ 
Unknown W/ 
Unknown / 

Unknown d/
 
Unknown 1/
 
Unknown ;/
 
Unknown i1
 
Unknown */
 
Unknown7/
 
Unknoin 7/
 

some cases differ from those In soctoral allocation,0' Sized on disbursements in project profiles that in 
because of adjustments made in response to Government coczonts. 

World Bank, IDB and theai respective
' r.cludcs projects financed, or expected to b4o financeJ, by CDIB, 

Bobers. 

flreliminary esta es. 

1 Such projects would become eligible upon comuitment of financing by CDII, World Bank, or IDB or by 
So Of their members.
 



ST. VINCENT: 


Ongoing Projects
 
Sug:ar Factory 

Milk Production 

Owia Arrowroot Factory 

Windward Highway 


New Projects 

LIST OF PROJECTS ELICIBLE FOR EARMARKED FINANCING FROM 

TIlE CARIBBEAN DEVELOPMENT FACILITY, 1978-79 a/ 

(US$ million)
 

Estimated expenditures. July 1. 
1978 to June 30, 1979 

Extension & Refurbishing lospital 
Low Income Housing & Infrastructure 

Infrastructure for Land Reclamation 

Extension of Technical School 

Construction of two Secondary Schools 


Covernment Bonded Warehouse 


Total 

Disburse-

ments 


1.85 

0.78 

0.08 

1.00 


.31 

06 

.19 

.06 

.13 

.81 


Available
 
or 


Expected 

External 

Financing 


1.48 

0.55 

0.07 


0.80 


.16.. 


.04 b/ 


..1 


.04b 


.09 b/ 


.41 hI 

Local Counter-,
 
part and/or
 
CDF Emergency 

Assistance 


0.37 

0.23 

0.01 


0.20 


.15 


.02 b/ 

08 .l 

.02 b/ 

.04 b/ 

.40 / 


'7/ 

Financine
 
Agency
 

CDB
 
CDB
 
CDB
 

EDF t
 

EDF
 
Unknown c/
 
Unknown e/
 
Unknown cI
 
Unknown c/
 
Unknown e/
 

Includes projects financed, or expected to be financed, by CDB, 
World Bank, TDB and their respective


a/ 
 z
 
members. 


.z
 
b/ Preliminary estimates. 


Such projects would become eligible upon commitment ot financing 
by CDB, World Bank, or IDB or by 


c/ po
 
any of their membors. OQany 0M 

0 

0 


