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Introduction

USAID's program strategy calls for a significant increase in
balance of payments support and a perceptible shift towards
intensified support of export growth and maintenance of basic
social services. This shift affects FY 85 activities and will
.continue in effect through FY 57. It is the result of an
unexpected near-medium term fall-off in foreign exchange earnings
occasioned by a contraction in the mining sector, at least a
short-term drop in expected tourism receipnts and a growing debt
zervice burden. Expected contracticn in 1985/86 GDP of four to
seven percent, occasioning inevitable further unemployment already
in the 25 percent range, and continued pressure on budgetary
outlays present challenges for the U.S. and other donors and more
importantly for the Government of Jamaica. The considerable
increase in AID resources proposed must be reinforced by
substantial increases in other donor resources and private capital
flows. Under the best of circumstances, assuming that the
projected foreign exchange gap (refer to macroeconomic analysis)
will thereby be closed, the modest resultant GDP increase (less
than 1 percent in 1985/86) over the next few years will still not
permit attainment of living standards prevailing in 1973,

The critical need for expansion of foreign exchange earnings
from non-traditional exports and revitalization of traditional
earners of foreign exchandge suggest an accelerated, comprehensive
Government of Jamaica prografm over tue next three to five years.
Several important activities which would comprise such a program
are already underway or contemplated. The social sectors must
also be a focus of attention. Sustained low, real budget levels
for deteriorating social services will require buttressing to
cushion a continuing worsening of the quality of life for most
Jamaicans already suffering from reduced real incomes.

Devaluation, price rises, tight credit policies and cutbacks
in public sector employment, the inevitable adjustments after the
excesses of the Manley years, are taking their toll on public
morale and confidence. More macroeconomic and structural
adjustment 1is necessary to stabilize the economy and to lay a
sound basis for growth. But more assistance will also be
necessary to cushion the effects of adjustment within a framework
" that gives reasonable assurances that adjustment measures will
indeed be taken. The fundamental purpose of our program remains
intact. We seek to cure the underlying causes of the large gap
between spending and production, not merely to supply funds to

support spending.

The existing USAID/Jamaica program has been designed, in
general, to address the foregoing concerns and is an effective
program with a sound underlying strategy. It nevertheless can and
should be strengthened to respond more effectively to an
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exacerbated set of economic problems. The following approach is
being proposed to cushion the impact of the contraction in GDP and
to support expanded foreign exchange earnings, employment
generation and a revitalization of deteriorating social services:

—_

Increase ESF levels substantially, beginning in FY 85
through FY 87 principally for balance of payments support
in the framework of additional macroeconomic and
structural adjustment. This increase should be
accompanied by increases in other donor resources to fiil
an impending worsening foreign exchange gap while
compensatory foreian exchange earnings are generated.

Provide ESF balance of payments support and new
Development Assistance starts on a grant, rather than

loan basis.

Expand Development Assistance levels moderately for the
productive sectors and for social services revitalization.

Design programs for the social sectors which restore and
revitalize rather than expand services. Concentrate on
efficiency and where appropriate, alternative financing
modes.

Continue to undertake an aggressive review of the
locan/grant pipeline to accelerate disbursements in
support of project objectives or deobligate/reobligate
funds to support activities generating foreign exchange
or addressing deteriorating social services.

Reprogram a portion of FY 85 funding in support of higher
priority activities in the productive and social sectors

{a total of some $20 million in FY 85 funding or
deobligations has been identified for reprogramming).

Review the grant/loan pipeline to reduce GOJ counterpart
requirements consistent with effective project
implementation and statutory reguirements.

Accelerate the development of private sector mechanisms
to relieve the pressure on government to maintain a

" bureaucratic structure it cannot afford.

Develop’a high profile and deserved image of Jamaica as a
hospitable environment for foreign and local private

capital.

The principal new program activities that are proposed for
early obligation follow:

Agricultural diversification with emphasis on
non-traditional export crops (new project)
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- Structural adjustment program for tourism (within the
framework of the existing cash-transfer balance of
payments program)

- Primary school revitalization (new project}

- Expanded Health revitalization (amendment to provida
funding for pharmaceuticals, if improvements in supply

managemaent/logistics warrant)

- Expanded tecnnical assistance for marketing/itraining/
product development and quality control for
non-traditional manufactured products to non-traditional
markets immediately and initially in the framework of the
TC/TG program with a subsequent spin-off project in FY
1986.

This Action Plan provides the vehicle to present a
justification for a shift in USAID programming and additional
resources to deal with an exacerbated set of economic problems
that threaten the stability and development prospects of Jamaica.
The shift in strategy has been evolving for only one month and
needs further development and refinement. This Action Plan paper
has been prepared simultaneously with the process by which the
strategy shift has been developed. 1Ideally, this is less than the
briefest period of time reasonably established for such a major
effort. Neverthesess in our view, the main concepts and
programming shifts are clear and constitute a basis for
‘decision~making.
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Jamaica: Action Plan
For Fiscal Years 1986 and 1987

I. Economic Background

A. A Fundamental Change in the Economic Course

Four years ago Jamaica embarked upon a three year econonic
recovery program. At that time the nation's per capita income was
equivalent tc US$1,230. While this was well below the levels in
westzrn industrial countrlies, it was 45 percent above the averaqge
for all developing cecuntriec and five times that of "low income"
developing countries.  In addition to the apparently high level of
income, Jamaica boasted an adult literacy rate of 85 percent, life
expectancy at birth of 71 years, a low incidence of severe
malnutrition, and a population growth rate of only 1.6 percent.

The natural physical beauty of the island and numerous
top-of-the-line resort facilities made it a popular tourist
destination for both North Americans and Europeans. An abundant
endowment of easily accessible bauxite enabled Jamaica to enjoy 13
percent of the world bauxite production. Preferential access to
British markets assured above market prices for sugar and
bananas. Two 1lnternational alrports, relatively good port
facilities, and a favourable location between North America and
Latin America afford Jamaica a significant role as a transshipment
point tetween the two continents. Rich fertile soil and temperate
year round climate make the peripheral plains ideal for the
production of fruits and vegetables. The semicircle of hills that
look down .on the capital city of Kingston and beyond it to the
sea, 1s dotted with luxurious and gracious residences inhabited by
an educated elite. With so much going for it, a casual visitor to
the north coast resort areas or a guest in one of Ringston's

high-rent suburbs might very well wonder why Jamaica is a

candidate for foreilgm—=ata—3TC all.

There are three answers to this question, all rooted in the
deceptive facade that 1s often fashioned of aggregates,
statistical means, static observations, and "official" exchange
rates. Behind the facade lies another Jamaica, energized by a
social, political and cultural dynamic that shines its unforgiving
light on blemishes that are seldom seen by casual observers. The
proud national slogan--*out of many. one people"--holds forth the
promise to the many who were left behind in the bold march of the
aggregates toward efficient, hi-tech prosperity, that they may one
day join the relatively few on whom its benefits and opportunities
have been showered. But they have not caught up yet. In fact

during the nineteen sev i _ : 0
cal figure is likely to forget how they held the

political leadership of that time responsible for their loss.
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This other Jamaica is more accurately portrayed by the income
data for the lower half of the population than by the average.
Still more important to an understanding of the condition of the
majority 1s the 1mpact on_thell liuvas—od Fhs_g§§§§§§=:§=§ag—""‘
egconomy gver thae paee—ren—g3rs. These are the circumstances that

determine the degree and the form of their participation in
political and social processes. They are, in other words, key
determinants of the degree of political stability in the
environment in which any development strategy must be enacted.

In the context of Jamaica's history in the decade of the
nineteen seventies, the three answers to the question of foreign
aid fcr Jamaica are straightforward. First, the digtriburion af

income is amony ihe most highly skewed in the world zrnd reflects
—errderTeTTTOpREnt 1N Lhe Segments OF soClety most relevant to the

majority of the people. Second, cgpversion from income expressed

in Jamaican dollars to income in U.S. dollars is too much
InfTuenced by the excha rate. THiS 12 1llU3rradted Dy the
efTEEf'33"?3%353-3f_?53n%§3333 in the Jamaican exchange rate
system that occurred in November 1983. This change alone reduced
the measured value of $100 of Jamaican income from US$56 to

UsS$3l. Finally, average per .capira.income in Jamaican dollars of
constant purchasing power declined by one fourth over the elig
dl o ILU a

heavily on those least able to defend themselves.

The choices presented to the voters in October 1980 were
clear. The incumbent promised a broader and deeper dose of the
‘Cuban styled poliicies that had contributed so much to bringing the
nation to its depressed economic condition. Seaga promised a
dramatic reversal of those policies. He envisioned a
restructuring of the econcmy that invited foreign and domestic
private investment, removed disincentives to production, and
rewarded efficlency and competitive export activity. Economic
restructuring was part of a broader turn toward Jamaica's
traditional support for democratic processes and institutions.

The people chose the latter and Seaga set about seeking assistance
from donors to facilitate the transition. The United States
responded promptly and positively, and support for that transition
remains the undergirding theme of our assistance program.

B. The Seaga Program In Theory

The recovery strategy was based on widely shared perceptions
of the outlook for exogenous economic conditions that exert a
ma jor influence on the Jamaican economy. Foremost among these
external influences were the demand for Jamaican bauxite and
alumina, and for Jamaica as a tourist destination. These two
sectors were seen as sources of a quick resurgence of indigenous
economic momentum and foreign exchange earnings. Increased
earnings were to be buttressed by foreign exchange supplied by
multilateral and bilateral foreign assistance donors. The
combined flows of foreign exchange were programmed in consultation
with donors at a level that was believed to be sufficient to
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permit: (a) the importation of productive inputs to facilitate an-
expansion of domestic manufacturing and agricultural production;
(b)Y a gradual rebuilding of Jamaica's depleted foreign exchange
reserves: (c) a modest re-stocking of supplies of imported
consumer goods; and (d) rehabllitation of basic infrastructure.

These ingredients were considered essential to support an
expansion of real domestic economic activity and early relief for
the demoralized majority of the Jamaican people. Thus the first
priority of the economic recovery program was to arrest the
decline in aggregate economic activity and stimulate a forward
momentum. Balance of payments assistance was indispensable to the
achievement of this purpose.

With new resources available for a forward thrust, and a
general economic climate conducive to private investment,
attention would be turned to the structure of the economy, in
which was imbedded many of the core causes of the stagnation into
which it had fallen. The tenets of the structural adjustment
program were set forth in the Government‘s Economic Policy
Memorandum, published in Ministry Paper Number 9 of April 21, 1981:

"Consequently, the Government will adopt measures
to promote private domestic and foreign investment
in a major production effort. Steps will be taken
to deregqulate the economy so as to release private
initiative, rebuild confidence, and support the
operation of an efficient market economy. The
activities of the public sector in industrial and
commercial operations will be reduced; and the
financial operations of the Central Government will
ensure that an appropriate share of national '
resources 1s retained by the productive sectors.

The government realizes that, to secure the initial
push and momentum a substantial external borrowing
program is inevitable in the first year. This
would include mainly special balance of payments
assistance from multilateral agencies and from
countries friendly to Jamaica and their agencies.
It is recognized that it is not in Jamaica's
interest to maintain external borrowing for balance
of payments support at such levels because the

' country's problems cannot be dealt with by such
assistance alone, but must be solved by incremental
earnings from trade in goods and services and
spontaneous capital inflows. This solution will be
pursued in the short term by fully utilizing the
existing productive capacity of our export earners
with traditional markets; and subsequently by
expanding the export sector with the help of the
development of new export lines, and a strong
external promotion and marketing effort."
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1. The Economy in 1980/81: Dimensions of the Macroecononic
Problem

At the core of Jamaica's macroeconomic malaise at the end of
1980 was a foreign exchange crisis. This reflected the cumulative
result of eight years of foreign exchange expenditures in excess
of foreign exchange receipts. In 1972 Jamaica had net foreign
exchange reserves of US$102 million. By 1980 those reserves had
been spent, along with US$Z2Z wmillion that had been borrowed.

Thus Jamaica was left with a huge foreign debt, and a habit of
importing more than its esarnings could buy. Moreover, it was $113
million behind on payments to its creditors. and its international
bredlt rating was spoilled. '

Immediate curtailment of imports to match Jamaica's export
earnings could not be accomplished without further contraction of
production, as roughly 50 percent of the inputs into the
production process were imported. This explains the necessity of
foreign assistance acknowledged by Seaga in Ministry Paper 9.

As noted previously, real GDP declined 18 percent in the
aggregate and 25 percent on a per capita basis between 1973 and
1980. The sectoral distribution of the reduction can be seen in
Table 1 below. As these data show, of all the sectors in which
direct production of goods occurs--agriculture, manufacturing,
mining and quarrying, and construction--only agriculture failed to
contract significantly.
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Table 1
Gross Domestic Product by Sector
1973-1980C
1973 1580 Percent Change

Mil of 3 of Mil of % of In 1974 J$%
1574 J$ Total 1974 J3 Total Values 1973-168C

Agriculture, Forestry  160.3 7  161.5 9 .17

Fishing
Mining and Quarrying 181.6 8 163.3 9 -10.10
 Manufacturing | 400.6 18 275.5 15 ~31.2
Transport., Communic., 143.6 6 149.1 8 3.8
Public Utilities
Construction and 225.7 10 95.6 5 ~-57.6
and Installation
Distributive Trade ‘ 491.6 22 - 279.2 15 -43.2
Non-Govt. Services 426.4 19 409.9 22 - 3.9
Producers of Govrt. 250.9 11 362.4 20 44.4
Services!
other2 . -20.4 -1 -a8.5 -3
Totall 2263.4 100  1848.0 100 -18.4

Source: IBRD,Jamaica: Development Issues and Economic
Prospects, January 2%, 1982, p.l1l71

1l This item consists exclusively of compensation
of employees .

2 This item is dominated by “"imputed service charges.®

3 This measures GDP at purchasers value.
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These are also the sectors of greatest private sector
involvement. The sectors of expansion, on the other hand, are the
areas of substantial public sector involvement. Moreover, the
~sector labeled "producers of government services" produced the
greatest absolute increase in GDP of any of those that recorded
growth. Since this category consists exclusively of compensation
of employees, whether this represents any real increase in
economic value is subject to serious doubt. When this "sector" is
dropped out of the calculation of GDP changes over the period, the
decline :tiues from 18 percent to 26 percent.

As the value of aggregate production fell steadily during this
period, aggregate demand expanded even more dramatically.
Spending increased 173 percent concurrently with reduced
availability of things to buy. While available data do not permit
~a precise allocation of the increased expenditures between private
and public spending, an idea can be gleaned from fiscal yvear
data. Central Government spending increased J$1.6 billion from
JFY 1973/74 to JFY 1980/8l1. Between calendar years 1973 and 1980,
total annual spending on GDP increased J$3.0 billioen. Thus the
Government share can reasonably be estimated to have accounted for
roughly one half.

Central Government revenue over the same period advanced by
only J$844.2 million. Thus the excess spending had to be funded
by borrowing. In effect, the funds "borrowed" were printed by the
BRank of Jamaica, which increased its portfolio of claims against
the Central Government by J$1.3 billion. This represented
82 percent of the tutal increase in central bank credit,

The resulting increase in the quantity of Jamaican dollars in
circulation was 200 percent of the 1973 base. Predictably,
Jamaicans were not eager to hold the debased Jamaican dollars, and
accordingly spent them faster as they were produced at increasing
rates. The combination of increased supply, more rapid
circulation, and reduced availability of goods and services,
resulted in a 300 percent increase in the consumer price index.

In summary, the Seaga Government arrived in office to find
itself faced with a depleted treasury, overdue bills, rampant
price inflation, a work force it could not afford to pay. an
over-valued currency, and a national unemployment rate of
27 percent.

2. The Economy in 1980/81l: Dimensions of the Structural
Problem '

Among the structural changes the Seaga Government pledged to
pursue, the most fundamental, and in retrospect the most
difficult, was to reduce the relative role of the public sector in
favor of the private sector. This role reversal was expected to
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occur smoothly through divestment to private investors of public
enterprises and renewed real economic¢ growth. Changes in the
structure of relative prices, costs, and rates of return,
attendant upon deregulation, were expected to point the way to
uses in which resources released from the public sector could be
employed more efficiently.

The order of magnitude of the desired shift toward the private
sector can be inferred from the shift in the opposite direction
dnring the nineteen seventies. ?3E33g3_gémgiggn_ﬁgggg;_xgggg__
1973/74 and 1980/81, the share of government expenditures in GDP
had 1ncreased from 2 THE reracively

n ive use of employees in the public sector during this
perisd iy hinted by the reduction in output per worker. "rom 1974
to 1980 this measure of productivity fell 16.5 percent.

From 1973 to 1980 overall employment increased 10 percent while
employment in the "Public Administration" category jumped

50 percent to an astounding 110,000. Given the decline in average
productivity over this period, the conclusion that the burgeoning
public sector bureaucracy constituted an absolute drag on economic
activity is difficult to escape. This conclusion is reinforced by
GOJ data showing a doubling of the share of public sector
consumption expenditures in GDP, while the private consumption

share advanced 8 percent, and the share devoted to fixed capital
formation dropped 42 percent.

The expansion of the government sector during the nineteen
seventies probably reflected both the planned expansion that was
consistent with the Manley Government's socialist orientation, and
an unglanned element. The latter occurred following gargantuan
increases in oil prices (the national ¢il import bill socared from
$73 million in 1973 to $215 million in 1575), which accelerated
the general curtailment of private sector activity. Government
efforts to contain unemployment included absorption of displaced
workers into the central government, acquisition by Government of
failed private enterprises, and expansion of employment in
existing public enterprises.

As government expenditure consumed an increasing share of the
national income, the gap between those expenditures and tax
revenue widened even as the tax burden on the private sector
became heavier. Private savings over the 1973-1980 period fell
from 20 percent of GDP to 9 percent. The combination of rising
government expenditures, rising tax burden, and reduced national
income and savings, starved the private sector of financial
resources, thereby reinforcing the contractionary influence on
production.

This period in Jamaica‘'s economic history demonstrated
dramatically the 1limit on the extent to which a declining economy
can be tapped to support a growing public sector. Many firms
which were inefficient and which could only survive
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behind a shield of protectionist regulations, had emerged during
the period of the import substitution strategy. The Government
had acquired commercial and even industrial enterprises under a
variety of political and social motivations. Many of these were
not economically viable and required large public sector
subventions to continue ‘in operation. A few showed profits which
were employed to support the central government budget. 1In the
meantime, however, vital public services such as electricity,
water, fire protection, education, and public health, were allowed
to deteriorate. Investments required to maintain and expand the
associated capital were assigned a lower de facto priority than
acquiring and holding commercial enterprises, and supporting a
massive public sector work force. (Compensaticn of government
employees consumed 76 percent of Gouvernment revenue in Jamaican
fiscal year 1980/81l.)

Revival of export earnings from trad1t10na1 agricultural crops
was Eﬂ3tnET*TﬂpﬂTt!ﬂt‘:ﬂjﬁ!TmEﬂt'EHaE has proved 3 IrIcurec—sugar—

A=W T P U S W I e et oot e r m

prospects. Even with preferential _ in
British and European markets, production was low and falling, and

PLOTITE pUTI.

The steady reduction in export volume and earnings 1is
shown in Table 2.

Table 2

Exports of Bananas and Sugar
1973-1980
(Value in million US$, Volume in thousand MT)

Sugar Bananas

Value Volume Value Volume
1973 40 257 18 106
1974 82 266 13 106
1975 154 250 14 67
1976 61 226 13 75
1977 63 210 14 75
1978 60 193 17 73
1979 57 188 18 64
1980 54 132 11 31

Source: World Bank, Jamaica: Development Issues and
Econcmic Prospects, January 29, 1982, P.1l4
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To some extent, the poor performance in the traditional crops

was 3TTTTBH!!BTE*?B‘?TUTEW§EVernment control over the entire
3 e 0 market. lversion by the

puhLLc_sea&e4-oé—eoen*age—qoaoaa&a&-&a—;hese and other
agricultural sub-sectors had become a serious disincentive to

production. Removal of the disincentives in these sectors had
good potential for an early boost to export earnings. The
Government's program anticipated increased annual foreign exchange
earnings of US$30 million from bananas and sugar alone by JFY
1983/84. Nevertheless it was evident to most observers that there
was little prospect for these sectors to be a major source of
production and employment in the long run. Their short run
potential was based on special preferential treatment which could
be reduced or terminated at any time. With the cost to the EEC
countries granting those special treatmantc rising as competitive
world market prices fell, it was implausible to think of this aid
as permanent.

ne aggregate, fared better in the

1973-1980 period total value added in agrlculture increased by 0.7
percent. Again however, the aggregate value of production 1is an
imperfect measure of performance. Production for the local

economy was encouraged by the import substitutlon strategy, and
TNE—OECIIRINg avallabllity Of fOLeiqn exchange. However, these
mzmmgmmnol policies and
7§§$TTEET53§-Tﬁbosed by commodity boards, removed much of the
incentive to produce for export. Value aJd=d in Cthe €xport
lculture fe 7.6 percent. Yet large parcals of

government controlled land were locked into production of the
crops that had been perennially unprofitable.

An important part of the Seaga Government's structural
adjustment program was to permit market forces to determine which
crops would prosper, under what production technologies, and on
what scale of coperations. Direct government involvement in
agricultural production was expected to be reduced significantly
through divestment or closure of public production projects. As
in the other productive sectors, the infrastructure of the
agricultural sector, particularly that related to water supply.
irrigation systems, and agricultural marketing, had been
substantially neglected during the nineteen seventies. Thus a
successful structural adjustment required substantial investment
and associated technical assistance.

structural adjustment also was required to address basic human
needs problems that had become serious by 1981. Jamaica has long
exhibited many of the properties of the classical dual economy.
The modern sectors, centered around Kingston and the North Coast
resort areas, are characterized by relatively highly educated
management and work forces, working in conjunction with relatively
large amounts of capital, and high value added. The social and
cultural patterns in this socio-economic stratum are more
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characteristic of those of the advanced industrial nations than of
the third world. The lower strata are characterized by lower
levels and quality of education, labor intensive production, low
value added, high unemployment, and limited access to social
overhead capital such as indoor plumbing, electricity, telephones,
transportation, and health and educational services.

The lowest income deciles are concentrated, of course, in the
least developed sectors, both urban and rural. The income of the
segments of the pcpulation that inhabit the traditional sectors
are not only low but are slow to rise and guick to fall., These
Jamaicans are least equipped to be absorbed into expanding
economic activity and tc defend themselves against contractions.
Thus in a growing economy the principal benefit that accrues
automatically tc these wopulaticn saogments is that they are less
in jeopardy of a further deterioration of their economic
condition. Real growth generates additional resources that can be
targeted toward the incorporation of the disadvantaged into the
modern sector. Once there, the opportunity to share more fully in
the fruits of economic growth will accrue more directly. 1In the
interim however, compassionate assistance to these groups can only
be provided by assigning such assistance a higher budget
. priority. Thus the task of the Seaga Government was to lift those
mired in self sustaining hopelessness, while simultaneously
building the institutional structure to facilitate the upward
mobility of the young.

Earlier reference was made to the low overall population
growt rate. Like average income however, Uthl1S dacum maskeq
- emographic obstacles to economic recovery. Emigration

dur1nq eteen seven the
wor OLC k11l S GPeRed it Giedt o6t dPPpobiiii-tias—tfor
overseas employment. Meanwhile, the crude birth rate continued at
Tevel of 29 per thoysand. It 18 ORly a slight over-simplication
TYUTUBYEIVe that more productive members of the population were
replaced by more depende embers.

This change in the structure of the population had severe
economic implications. It placed increasing pressure on the
institutions that deliver public services--education, maternal and
infant health care, skills training, among others--at a time of
rapidly declining ability of the Government to provide them.
Reinforcing the attendant slippage in fundamental investment in
the conversion of population mass to a productive work force, was
rising poverty, which dampened the ability of the middle and low
income groups to contribute their share of the cost of these basic
services,

Under the Seaga Government's econcomic recovery program, both
technical and financial assistance were requested to address these
problems. The strategy with respect to education and training was
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to focus first on preparing those members ¢f the population who
had entered the work force over the previous eight years but who
had acquired no readily marketable skills. As the economy
improved, budget resources increased, and private employment
growth facilitated reductions in the public sector payroll,
additional funds were expected to be available to upgrade
traditional education.

nother of the public service casualties of the nineteen
seventles : @l1VeLY BYSLem., GCONCULieLLlY wWith
¢ entiltlements during the nineteen

seventies, an already overburdened public health care delivery
system was stretched beyond its capacity. An existing 100
"digspensaries" were expanded to a national primary health care
syster of over 380 comprehensive service delivery centers by

1980. The flight of medical professionals, particularly nurses
and doctors, coupled with decreasing foreign exchange to purchase
adequate medical and pharmaceutical supplies, created a
non-functional system, incapable of providing efficient and
effective medical care. Lack of capital to maintain facilities
and equipment for both primary and secondary care promoted further
deterioration while increased utilization due to declining incomes
continued to aggravate an already floundering public health care
system.

Reflecting social and cultural patterns which are more

- characteristic of industrialized nations than of the third world.
morbidity and mortality trends in the general adult population
follow those of the developed world. And again, reflecting the
classical dual econony. we are faced with the lower soclo-ecunomic
population whose disease patterns are strictly third world. This
mixture places extraordinary demands on the public health care
system, requiring highly specialized and costly secondary care
services as well as extensive field level community based
interventions.

Jamaica is in the unenviable position of depending almost
totally on imported fuels. 1In 1980, oil imports reached $451
million, which consumed 47 percent of export earnings. There was
(and is) little prospect of Jamaica discovering oil reserves on
its own territory to relieve the problem. However, the Government
has planned an intense search for alternative fuels that are
locally available, and a program of promoting investment by the
local private sector to increase energy efficiency. The linkages
between the high cost of Jamaica's energy dependence and the full
range of foreign exchange related policies is strong.
Consequently, the Seaga Government's entire structural adjustment
and stabilization program depended on an improvement in the ratio
of earned foreign exchange to the oil import bill. Disappointing
results in terms of foreign exchange earnings therefore, would
call for better results in terms of reducing demand. The least
politically volatile way of achieving this would be increased
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and alternative energy socurces. The unpalatable demand reducing
alternatives were increased prices of petroleum products and
depressed incomes.

Decent minimal available housing is essential to political
stability. Yet population growth, particularly in the urban
centers, has so strained the existing stock »nf housing that
poverty abounds in which over-crowding, inadequate structures, and
poor infrastructure defy any plau31ble definition of "decent

housing” Moreover bcally that more .
than half tha oooulation is unahle Eo seciuze. decans —ras-ime——rr———

£ 'e within their means Congseguentliv, ouhiic sector

eJBETETzatlon 1S an essential ingredient of natiocpal houging
. PCILCY .

Prime Minister Seaga, whose own Parliamentary constituency,
West Kingston, is one of the most impoverished urban slums in
Jamaica, assigned a high priority to increasing the proportion of
Jamaicans living in acceptable housing units, This task required
difficult structural adjustments as this sector was overseen by a
complicated and cumbersome, ineffective, institutional and
bureaucratic structure. '

In 1981, the Seaga Government sought AID assistance in
developing a national housing policy that would establish a
framework for the more efficient and effective delivery of shelter
to the low income population. The model policvy 3dcpted by Cabinet
in October 1982 included g ¢han HaNEnd
reavy Snelter subsidies to a system of recovering costs on units

Testomed— oot i il ——E gt e
TETEESACy would be targeted to those with gqreatest need, The GOJ

aIS0 adopcted a financial institution framework that redefined the
roles of the key public sector institutions in carrying out the
policy mandate, It also anticipated the establishment of
partnership relationships with the private sector, both for the
increased mobilization of resources and the production of low
income units.

The foregoing structural problems represented a complicated
and formidable challenge to the Seaga Government. Both the

Government and the principal foreign assistance donors believed
however, that in a growing economy the recovery could be forged
and put on a stable and self sustaining path within three years.

Targets were set for GDP growth, international reserves
accumulation, budget deficits, and, in some cases, crop production
levels. All depended however, on realization of ambitious
forecasts of foreign exchange inflows., As the following sections
make clear, these forecasts were far too optimistic, and from the
first year of the program it was evident that adjustments would
have to be made, If the program had a serious conceptual weakness
it was the lack of a contingency plan for dealing systematically

with shortfalls of resources,
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C. The Seaga Program In Practice: 1980-1984

As has been reported, the economic recovery program enjoyed
significant early successes in bringing discipline to monetary,
fiscal, and balance of payments policy. This is reflected in the
Data in Table 3 below, showing the results of GOJ performance
against targets established pursuant to the IMF program. This
program was the basis for AID's ESF assistance. It encompassed
monetary, fiscal, and balance of payments targets that
USAID/Jamaica considered consistent with the objectives of
bringing inflation., government deficit financing, and balance of
payments management under disciplined control, and financing
imperts required for increased production. '

Table 3
GOJ Performance Against IMF Targets
: 1981l/82
Fiscal Targets (In millions
of J$) Progqram Targqet Actual
Overall Budget Deficit , -941 =747
Revenue 1101 ' 1252
Expenditures 2366 2299
Foreign Financing 802 590
Domestic Financing 139 157
Monetary Targets (March 1982
Net Domestic Assets 1237 1186
Currency in Circulation 260 263

Balance of Payments Targets (In millions of US$)

Current Account (net) -395 ~-45%5
Capital Account (net) 43% 498
Change in Reserves

(increase-) -40 -43

In addition to the successes, the data in Table 3 show the
first hints of trouble. Foreign financing fell significantly
short of the level projected, and the current account deficit in
the balance of payments was above the expected level, as export
performance fell short of the target levels. Bank of Jamaica data
for calendar years 1981 and 1982 reveal the seriousness of the
shortfall and are presented in Table 4.
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Table 4

1981 and 1982

(Percentage Changes from Previous Year)

. 1981
Projected
Total Goods tb.d
Bauxite/Alumina 15.4
Sugar | 25.9
Bananas 75.0
Other 14.7

Given the shortfalls in export earnings and foreign

Actual.
1.2
3.3

-15.0

-58.7

-4.1

Projected Actual
12.7 -25.7
9.0 -26.5
26.0 2.6
33.8 5.0
20.0. 17.1

assistance, adhering to the programmed increase in international

reserves required that imports be held below program levels in

1981, In 1982 the balance of payments deteriorated further and

imports declined absolutely.

By that time the fixed exchange rate

had further over-valued the Jamaican dollar,
foreign exchange shortage. The GOJ resorted to more stringent
administrative controls to reduce imports.

exacerbating the

During fiscal year 1982/83 external economic conditions took a

marked turn for the worse. Gross bauxite and alumina exports fell
Us$256 million below the level anticipated in the 1982/83 program
targets and associated levy and royalty payments to the government
fell US$210 million below the expected level.
payments assistance was, for the second

over-estimated.

In December 1982, the Government managed to stay within the

program targets by a slim margin.
surprising when, at the end of March 1983 all three of the key
quantitative performance tests were failed.

In spite of major problems it was still considered possible
that the recovery program could be salvaged if the GOJ would move
boldly on the policy front. In the Mission's FY 1985 CDSS,
approved in 1983, it was envisioned that by US Fiscal Year 1987
the GOJ economic recovery program would be fully on track. _
Several government owned hotels had been leased or placed under
An export incentives scheme was put

private management contracts.

However,

year,

it was hardly

in place to encourage export expansion, .quantitative import:

‘restrictions had been reduced,

and

*Agro 21"

had been developed
with USAID support to spur production of non-traditional export

Special balance of
substantially
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crops. Aggregate economic growth was expected to have reached the
3 to 5 percent range, and all of the principal sectoral
bottlenecks were to have been removed or in the process of being
removed, and an energy conservation program was underway.

Population growth was to have been reduced to a rate
supportable by the nation's real economic¢ growth. Programs to
improve the levels and delivery of health care, formal education,
and skills training were in place or were about to be launched.
Income redistributllon mechanisms were being reshaped to minimize
their adverse impact on domestic production, and refocussed to
reduce the distributional skew.

New negotiations va tiie bauxite levy were about to begin and
it was expected that an agreement would be reached that would
encourage the companies to increase the share contributed by
Jamaica to their global production. The expected recovery of the
- industry would then reignite the forward momentum of 1981,

Even at that time however, it was evident that the timetable
for the economic recovery had been unduly optimistic. As was
observed in the CDSS, the program was fully 2 years behind
schedule. : :

wdmwmt%%
had lagged from the program's beginnlng. nder
t epressed bauxite and alumina sector, it was clear that the
need for these structural adjustments had become more urgent. The
dual exchange rate system then in place made the Jamailcan dollar
over valued, pariticularly to foreign exchange
earners. By November of 1983 legitimate exporters and tourism
operators were being subjected, in effect, to a punitive tax on
all foreign exchange earnings that were surrendered in accordance
with the law. The proceeds of the de facto tax were used to
subsidize importing, the activity government sought to
discourage. Predictably, there was increased excess demand for
the subsidized foreign exchange. To deal with this problem, the
list of administrative tests to which foreign exchange seekers

t 0 avold and evade these costs by holding
foreign exchange in foreign bank accounts until it was needed.

Deregulation of the economy had ehind. 1In large
. elated to the foreign exchange policies described

above. However, there were other important contributing factors

as well. Agricultural commoditv boards registed viroqously the
stripping‘EWEY‘UT‘TEEGTE?E?—ngwers that had been delegated to
?HEm"“'Tﬁ'B3ﬁEEEE_EEE"EEEE?%_gsTTETEE that diverted earnings from
producers had contributed to continuing and serious production
cutbacks. Jamaica was not only unable to f1ill its quota for
preferential access and prices in EEC countries, but was in
jeopardy of losing them. In coffee, a lucrative Japanese market
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had been established, but the equally promising North American
market had barely been scratched. Moreover, the earnings were not
reaching the producers in proportion to their increase, and the
overall foreign exchange earning potential was not being exploited
due largely to the strangulating regulatory regime imposed by the
Coffee Board. These problems led USAID to place a high priority
on the policy reforms needed to relieve this bottleneck, and to
enter discussions with the Government on those subjects. Positive
action was finally taken on deregulating banana exports.

. Financial market regulations also continued to be a maior
obstazle. The entire array ot creHTf'HEEKEYE*WEE"TE?TGZE?%E_by
interest ravs SRR 11 Padirect.  Herc
erequlation ignifs ent
attributa e unabated shortage of foreign exchange.

IMPOL ey WeT T TULTO 0 aVaET] themselves or government arranged
lines of credit tied to specific goods, regardless of local market
preferences. A forward foreign exchange market was not formed
because of restrictions that prohibited hedging transactions, and
the universally recognized over-valuation of the Jamaican dollar.
Equity financing was unattractive owing to tax laws that favored
debt financing and artificially low interest rates on borrowed
funds. Each of those issues has been the subject of policy
dialogue with the GOJ. A study has been commissioned to deal with
the forward market issue and some regulatory relaxation has
permitted the appearance of a nascent forward market. <Credit
related projects have emphasized rational economic lending rates.
Tax reform will include improvements in the treatment of equity
financing.

Labor and commodity market adjustments were also slowed by the
lagging =TrUcCtUral adjustments. De tacLo subsidles o price—
E3TTTﬁEE'Eﬁ'?ﬁﬁﬁ?f@?‘%ﬁ33§“?§?arded production and employment in
domestic agriculture. Preferential tax and foreign exchange
regulations encouraged the adoption of relatively capital
intensive production technologies and production by relatively
inefficient firms for the domestic and the soft .currency CARICOM
market. Large central government subsidies to state owned
enterprises placed a heavy and intransigent burden on the public
sector budget. As the shortfall of foreign exchange earnings
deepened, an inordinate share of the burden was forced onto the
private productive sector. Thus the anticipated ability of the
private sector to absorb workers displaced from a streamlined
public sector had failed to materialize. Neither, therefore, had
the streamlining occurred.

By the end of 1984, GOJ policy reform had addressed each of
these issues and, in 1985, a major stride has been taken. Food
stamps have replaced most 4¢ross the board subsidies, price
gontrols have been removed or scheduled for removal, and the
import Ticensinhg system has been dismantled for all buf 76 of 890
items. Subsidles to state enterprlses have been dramatically
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reduced. Nevertheless, for most of the first 3 years of the
economic recovery program, sluggish performance on structural
adjustment intensified the severity of the domestic impact of
resource shortfalls. Indeed, they contributed positively to the
disappointing performance of non-traditional exports.

Against this background the principal foreign assistance
donors bhelieved, after consultations and discussions with the
Government, that there was Government-Donor agreement that further
deferral of the critical structural adjustmenis would fatally
exacerbate the derailment of the economic recovery program. This
view resulted in closer and more detailed consultations among the
donors, and between the donors and the Gevernment. Mutually
suppcrring conditicns of assistance were designed and 4onor
efforts to encourage and support an acceleration of adjustments,
particularly the policy elements, were intensified.

Progress toward major structural related policy reform began
in €grMesYT S ter nmEgor it v it tire—iME-ernrd—itit—eceestored—by

Government's fallure to meet the §e§§e@§Eg::gg!:zg%:g:ggggg:::"
5 rogram. The officlal and parallel foreign
(change mMark f Jamaica anggm——

exchange markets were unified in the Bank o amalica

TIUTTOT sy rerwIT RS TADIITEd to determine the exchange rate.
'fmmmW1nn of
imports, placing greater reliance on taxation and less on
disceretionary administrative control to deter importation of
luxury consumer goods. In the original US FY 1984 ESF agreement,
the Government agreed to adopt measures to increase competition in
the areas of activity in which the government trading company and
agricultural commodity boards were engaged.

Recognizing the inability of the Government to provide fully
subsidized medical care to seventy percent of Jamaica's population

who used the Eublic health care system at no cost, the Seaqga
Government developed a politically controversial but necessary
STTITEYY T Pledi‘mﬁ_r_FLiWE__L_&qum—
F—sTbstaTriarTPortion orf the subsildy to the middle and upper _
Teome—growpe—XITIQNIEVEL "Healln rainancing Task Force"
FIMpriTed of public and private sector professionals are working
closely with the Government to develop incentives which promote
the growth of private medical services (such as health maintenance

organizations) which can also provide services to the elite as
well as lower income families.

The donors were encouraged by the Government's apparent
resolve to move forward with policy changes it had considered
politically difficult. Nevertheless, the optimism was tentative.
General economic conditions, including the immeasurable but
important element of private expectations, had deteriorated over
the three years. Debt that was incurred with the expectation that
it would yield the increment to income required to service it, had
not produced that increment. Failure to cure the excess demand
for foreign exchange in the first three years of the program had
resulted in a cumulative buildup of pressure on the exchange rate.
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As it turned out, significant progress toward the necessary
structural adjustments did occur in calendar 1984. The changes
that were implemented were imperfect and incomplete but were
nevertheless significant and in the right direction. The foreign
exchange market was unified and an auction system was installed,
though admission to the auction was rigidly restricted, and the
range within which the rate was permitted to vary initially was
too narrow to permit the market to clear. A few goods removed
from the list of quantitative restrictions were added to the list
requiring licenses. The number of ..ports for which the
government trading company held sole importer status was
increased. Central government subsidi2s to the government trading
company were replaced with profits on newly acquired import
meoncpoliss. A food stamp program was adopted but was funded at
such low levels that it was an inadeguate substitute for the price
ceilings it was intended to replace. Moreover, the food stamps
were redeemable for imported commodities only. Scarce foreign
exchange was diverted from debt service payments to achieve
temporary rtelief of pressure on the exchange rate. Tax reform was
designed and promised but the legislation required for its
implementation was never brought to a vote in parliament.

Finally, in late 1984, Reynolds Aluminum closed its Jamaica
operations to be followed in February 1985 by a suspension of
production by Alcoa.

D. Seéga's Program at the Brink: The Jamaican Economy After
Four Years ' :

1. Recap of the First Four Years

Last month marked the end of the fourth full year of the Seaga
Government's program. Throughout that period the U.S. Government
has provided constant support. The Embassy/AlID team in Jamaica
has undertaken toc mold the U.S. economic¢ assistance packages into
forms that were fully supportive of the goals of the Jamaican
economic program, while simultaneously discharging the stewardship
responsibility attendant upon management of one of the largest per
capita aid programe in the world. In that role our monitoring of
and reporting on the progress of the program has often been
focused on the tasks remaining to achieve the ultimate
objectives. For purposes of planning the next year's assistance
package this forward facing platform affords the appropriate
perspective. However, a comprehensive evaluation of the progress
that has been registered from the inception of the program to the
present requires a different perspective. For this purpose, it is
necessary to move the reviewing platform back sufficiently to
permit a view that includes the economic position from which the
program began, the position that has been reached, and the
distance remaining to be travelled. It is the purpose of this
section to provide such a comprehensive view.

The Government of Prime Minister Seaga set for itself the task
of converting from a centralized, inward looking and pervasively
regulated economy to cone in which private market mechanisms, both
domestic and foreign, played a dominant role.
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The import substitution strategy of the previous Government
was rejected in favor of an export promotion strateqy.
Disciplined fiscal and monetary management were counted upon to
arrest price inflation and narrow the international payments gap.
Economic stabilization was essential to restore investor
confidence and induce private investment. Fundamental structural
change was required to achieve efficiency and to enable Jamaica to
compete effectively in world markets.

The set of public econcwmic policies in place at the time of
Seaga's election was antithetical to both macroeconomic
stabilization and the structural reorientation toward efficiency,
private markets, and export expansion. Yet both were essential tc
the achievement of the program's gocals. 5Stabilization without
structural adjustment would vield stagmretion. Structural
adjustment without stabilization would not endure. Given the
objectives articulated by the Seaga Government and embraced by the
U.S. Government, an appropriate Economic¢ Policy is an organic
entity, or-a system. It functions at peak efficiency only when
each of the elements of economic policy is in place. The whole,
Economic Policy, is therefore more than the sum of its parts,
economic policies.

—Quer the past four vears. .Jamaican Fropnonig EEL&EZ_%&;_;;;E
radically transformed. The pace of the transformation ha
erratic and, from our perspective, has often seemed inordinately
slow. Nor is the transformation complete, as several of the
economic policy elements are not yet in place. Owing most
importantly to adverse external economic conditions over which
Jamaica has little or no control, the key measures of overall
economic performance -- unemployment, price inflation, real per
capita income -- show no palpable improvement over 1980.
Undeniably, the slow pace of policy reform has left the econonmy
more vulnerable to external shocks than it had to be.

Nevertheless, comparing present Economic Policy not only with
what we hope it will become, but with what it was in 1980, the
progress that has been made is fully as striking as the changes
needed to complete the transformation.

A detailed narrative on the policy changes that have been
adopted in support of stabilization and structural adjustment
would be too lenghy to serve the purpose at hand. However, the
Table below, taken from a draft of the IBRD's "Jamalca: Economic
Situation and Public Investment", to be published next month,
presents a summary review of the policy reform program. While
there is room for debate as to the thoroughness of the IBRD
critique, there can be no doubt that the Government has made
almost unprecedented progress toward the policy environment the
GOJ endorsed in Ministry Paper 9.
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2.  Implications for USAID Strateqgy

Working in Jamaica's favor at the present is the fact that many of
the most difficult policy changes have already been adopted. To the
country's disadvantage is the fact that a serious contraction is in
the immediate offing now, whereas in 1981 the future was bright with.
promise.

The factors that contributed to the unplanned expansion of the
public sector Cduring the nineteen seventies, are again at hand in
1985, though in different costume. Then, it was a sudden
intensification of the foreign exchange shortage caused by massive
increases in the price of netroleum. Now it is a similarly
exacerbated foreign exchauge shortage caused by a greatly increased
debt service burden and the near collapse of the bauxite/zlumina
sector. The same socio-political motivations to sustain employment,
shield real incomes, and continue government services, that were
present then are present now. The private sector is again constrainead
by restrictive credit policies and a heavy tax burden. The principal
difference 1s that the present difficulty arises at a time when public
sector expenditures already consume 42 percent of GDP whereas in
1973/74 they were at the level of 26 percent. Government revenues
represent 28 percent now compared to 20 percent then. Thus there is
virtually no room for expansion of the public sector at the expense of
the private sector.

Mission strate for the next jst the GOJ in
weathering the present storm. However, it is our objective to provide
W3S Y 3SES1STance 1N 4 manner that does NOT ENcoOUrage of Support a

CTSENST T T oL olie MisLakes OrL the nineceen Sovenrciwss

We propose to maintain those elements of the strategy that relate
most directly to long run development. Development of a strong
private sector, for example, continues to occupy a position of high
priority. We will continue to encourage, through all of the
instruments at our disposal, increasing reliance on private market
mechanisms in place of regulatory and administrative interventions to
determine the allocations of resources among competing uses. A major
relaxation of the restrictions imposed by agricultural marketing
boards on farmers may pay high dividends in the near term as well as
in the long run.

The task before the Mission for 1985 through 1987 is to craft a
strategy that supports long run objectives but in the context of
changed short to medium term conditions. Uninterrupted progress
toward development of a policy structure that is consistent with the
attainment of a stable long-run growth path is an important element of
the strategy. However, to assure that the immediate economic
exigencies do not undermine the attainment of long run objectives, our
program must now include interventions to induce changes that could
have been self-financed in an environment of real growth and more
abundant internally generated resources. Private investments that
would have been economically viable are likely tec be deferred owing to
increased input prices attendant upon the reduced availability of

PREVIOUS PAGE BLANK
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resources. Reduced public sector budgets have already resulted in
curtailment of the public sector investment program. Rising interest
rates and reduced credit availability will redirect resources from
activities in support of next year's production and sales, to this
year's production costs. While aggregate real incomes will certainly
decline, the reductions will fall most heavily on the poor, the
incapacitated, the young, and the unemployed. Aside from the equity
implications of this unequal sacrifice, the social and political
implications could be devastating to the Seaga Government's long term
develupment program.

As the local private and public sectors adjust their plans and
programs to the new reality, AID and the other principal danars will
have to make adjustments. Programs that focus on post-primary
educational improvement will not have the intended payoff ii resource
shortages retard the ability of the primary system to produce
adequately prepared graduates. Improved agricultural marketing
systems will serve little purpose if production falls short due to
"lack of appropriate infrastructure., Technical assistance in support
of new manufacturing investment will not be needed if the investments

are postponed. In ¢general, all components of the Mission's

that are directed toward infzgggngEZEEe gugure geve; of development
throug current pattern of resource utiliz aVE BEen
mmmw
=IF% 10 progress or planned that, under the contractling domestic

economy SC2Rarlo, arLe less appropriate than alLernative aorivircies.

As

relatively more appropriate are those that are necessary precursors to
successful implementation of the USAID assistance program. _We are now

roposing to lessen the burden o j inancing on the Government, .
bs 1ts financial contribution and financi TErmE

Evaluation of the existing and planned portfolio was performed
subject to two constraints considered essential to the long term
goals. First, the gradual increase in the private sector's relative
share of economic—3EfTVTT?'ﬁEEf_EE_EﬁE?3TEEET_EEEEHHT_Eﬁ?'TEHTTEtTTUn-
of USKTD TEESUrCes should De accomplisnhed 1h a manner consistent with

the shift from zllocation by central administrative direction to
allocation via the system of relative prices.

Mission programs that directly affect the quantity of resources
available for balance of payments purposes--primarcily ESF and
'PL 480--have also been reviewed in the context of declining domestic
economic activity. If a major downward revision of medium to
long-term economic objectives is to be avoided, both the magnitude and
the terms of these programs will have to be revised. _Additional ESF

resources will be i
ave to_increase. _Ingreased precision in the programming of the local

gurrency counterpart will also he essential to complement the changes
in focus of the overall program.
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As observed in the previous section of this paper, the economic
recovery program set out by Seaga at the beginning of his term of
office has realized an impressive proportion of its objectives.
Certainly most observers would agreée that the number of
accomplishments has far exceeded the shortcomings. Unfortunately
though, the ultimate objective of achieving a high and sustainable
rate of economic growth, along with a distributional pattern that
disseminates the benefits broadly across the community, can only be
achieved when the full program is implemented and external conditions
cooperate. Up to this point, external condiclions have been
substantially uncooperative. This caused the Government to falter and
hesitate in the implementation of some of the more difficult policy
changes, and that in turn appears in retrospect to have worsened the
impact ©f the adverse external conditions.

To a head of state of less character and perseverance, the
devastating new developments in bauxite and alumina might have been
enough to break his will. Not so in Seaga's case. He has indicated
his strong commitment to forge ahead and by his example continues to
lead effectively. The next three years will be difficult.
Modifications in priorities and in short term apprcaches will be
necessary by all parties to Jamaica's development strategy. But the
longer term objectives have not changed. In this paper USAID/Jamaica
undertakes to set forth in detail the part it proposes to play in
adjusting to new economic exigencies that influence development
prospects, while supporting the Government of Jamaica in fulfilling
the program of economic transition upon which it embarked in 1981.

Under the circumstances, the Mission's strateqgy for the remainder
of the present year and U.S. fiscal years 1986 and 1987 must depart
from that set forth in the FY 1985 CDSS and its FY 1986 update. The
objective of the amended strateqy for those years is: (a) to

consolidate and de trucrural adjustment and _
ion to date: (b) to minimize the contractions of domestic
FOQUCTLI0n &and employment: angd (oY To.Drotect The most vhIRerable

D ¥ Tt 4
segme popuiation from sharing disproporticnately in the pain
of the adjustment. .
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I1. Macroeconomic Influences on USAID Strategy

A, Revised Macroeconomic Cutlook

In the wake of the shutdowns of Reynolds last year, Alcoa in
February this year, and the near certain closure of Alpart later this
year, the attention of the Government, the public and Jamaica's
foreign assistance donors nas naturally been focussed on these
disasters. However, it 1s important to recall that the economic
prospects for Jamaica were precarious even bhefore the closures.
Balance of payments data i Table 5 below suggest the extent of the
problem as it developed in 1984.

Export performance was expected at the beginning of 1984 to
improve 38 percent for the year owing largely to an improved world
market for bauxite and alumina. However, also anticipated were export
earnings increases of 74 percent from bananas, 2 percent from sugar,
15 percent from non-traditional agriculture, 32 percent from other non
traditional exports, and 13 percent from tourism., As it turned out,
none of these expectations were met., As the year prodressed, it
became painfully evident that the projections would not be realized,
and successive export earnings estimates were scaled down.

Imports were compressed but by less than the export deficit.
Moreover, it is not obvious that the poorer than expected export
performance, aside from bauxite/alumina, was attributable entirely--ar
even primarily--to the relatively low foreign exchange earnings.
Regardless of the cause, it is c¢lear that the financial resources
available to Jamaica in 1984 were below expectations, and that
conditions worsened during the vear. Under the circumstances, the
achievement of a buildup of reserves reflects a commendable discibline
UMttt tteT T I CUMS L ances, 1ne Empassy team had, in September

: PLesence e argument in Washington that additional resources
on the order of US$100 million would be required to prevent a
reduction in real GDP in 1984, and that reduction now seems clearly to-

have occurred. Thus the 1985 shock is suEerinEosed on_sluagish prior
year performance tha ave made a diffigult year without
“furerer—rarriteyIIOMINE concLactions. _

~ Recent estimates have put the ¢gross foreign exchapnge l0ss
associated with the closure of Alcoa and Alpart at levels ranging up
to US$EZI5 million. ALter deducting the cost of Imported INMpUTS Tt
woutd—tmpry e Toas_of $100 to &§110 milljon which, it is
Fssumed, would be absorbed by further compression of non-oil imports.
Taking the estimated 1984/85 level of these imports as
the base, this implies an import reduction of approximately 11 to 13
percent., Historically (1970 - 1983) the ratio of the geometric
growth rate of non-oil imports to that of non~bauxite/alumina GDP is
1.00 to 0.11. Therefore, if this relation could be expected to
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Table 5

Balance of Payments Performance:
1983 and Estimates for 1984

1984 Estimates
Source and Date of Estimates

Shertfall
IBRD IBRD BOJ from Jan.
1983 J2n.84  QOct.B4 Mar.85 Estimates
‘Millions of US$)
Merchandise Exports {(fob) 685.,7 949.2 803.9 783.7 210.5
Merchandise Imports (fob) 1281.1 1332.0 1241.7 1181.8 150.2
Tracde Balance _ ~-595.4 -382.8 -437.8 -443.1 - 60.3
Non Factor Services (Net) 310.3 340.5 _
Factor Services (Net) 121.5 4,7 46.1
Unregquited Transfers (Net) - 101.5 162.0 162.0 127.0 -35.0
Current Acconunt Balance -375.4 -170.0 -215.8 ~311.4 -141.4
Capital Accounts
Public Capitz2l (Net) 321.0 234.7 344.1 357 .6 -122.3
Private Capital (Net) -250.2 35.0 55.0 1z7.1 141.4
{Includes Errors and
Omissions and Arrears} :
Capital Account Balance 80.8 269.7 399.1 484.7 -215.0
Change in Reserves '
(- indicates increase) 294.6 -99.,7 -183.3 -173.3 - 73.6

1/ - indicates surplus over estimate
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hold on a yearly basis (which it does not)l/ a 13 percent
reduction in non-oil imports would be expected to be associated
with 1.4 percent contraction in non-bauxite/alumina GDP. Adding
the bauxite alumina contraction, which represents approximately 3
percent of GDP,_the total decline would be 4.4 percent of GDP. On

a per capita basis the reduction would be 5.9 percent.

Prime Minister Seaga announced last week the conclusinn 2f an
agreement that would reopen Alcoa on a break-even cash flow
basis. 1If such an JTTYMIEMENEt i1s possible, it would restore net
foreign exchange earnings equivalent to local operating costs.
Thus the foreign exchanqge loss from Alcoa's operatiops would dcaop
DY BBOUE USSIZ Million. This part of the drop in bauxite/alumina

wou also be restored. The overall effect would reduce the
estimated overall GDP contraction to 4 percent., These estimates
are based on incomplete information. We have therefore
constructed our own estimates based on the information at our
~disposal.

Alpart's production in 1984 yielded approximately Us$s0
million in foreign exchange earnings for Jamaica. If Alpart's
closure resulted in a US$50 million reduction in non-oil imports,
the relationship cited above would imply an associated reduction
in non-bauxite GDP of 0.67 percent, The bauxite component would
reduce GDP by an additional 2 1/2 to 3 percent., Thus the combined
effects would reduce GDP by something like 3 1/2 to 4 percent,.

The same calculations for Alcoa imply an additional reduction
of 1 3/4 to 2 percent, bringing the total effect of the two
closures to the 5 to 6 percent range. If Alcoa reopens under the
agreement outlined by Prime Minister Seaga, the GDP contractions
would drop to a range of 3.8 to 4.8 percent, of which roughly 1
percent would be non-bauxite production. It is evident therefore
that the reopening of the Alcoa facility will do very little to
alleviate the aggregate economic outlook, although its impact on
morale may be considerable. :

This analysis also suggdests that the implication of the Alcoa
closure for 1985 performance is not significantly greater than
that of the bad news of 1984 for that year. What distinguishes
this year's shocks 1is that they follow on the heels of serious
setbacks in 1984, and their combined impact will be substantially
greater. :

1/ 1n fact this ratio is quite variable on a year to year

basis. Nevertheless, the signs of the trend values of the two
variables are the same. Moreover, it is clear in theory that
reductions in inputs induce a tendency to reduced output, although
the lags of the relationship have hot been formally evaluated.
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A conservative starting point for assessing productive
capacity is the historical peak of actual performance. For
Jamaica, the GDP peak occurred in 1973. 1In that vyear GDP reached
J$1.73 billion, or J$878 per capita (US$965)L/. From 1960 to
1973 real GDP increased at an annual rate of 4.6 percent. 1If,
beginning in 1985/86, GDP advanced at an average annual rate of
just 3.5 percent, it would take 5 years to regain the 1973 peak,
If GDPP declines 4 percent in the first year of that interval and
rises 2 percent in the second year, then for the remaining 3 years
~an average real growth rate of 6.6 percent would have to be
racorded in order to reach the 1973 GDP level by 1990.

Over the past 25 years, annual growth rates above { percent
have occurred only three times,--1964, 1970, and 1972. 1In each of
these vears there were significant increases in export earnings
and in imports. Interestingly, the trade balance also turned
sharply more negative in each of these years reflecting the
importance of external capital to the three episodes of rapid
growth, Private unrequited transfers from abrocad were positive in
each year while public transfers reflected net outflows. Long
term capital flows were strongly positive and at historically high
levels,.

In preparing the program for the World Bank's SAL II, the Bank
and the GOJ developed a scenario calling for significant changes
in the sectoral distribution of GDP over the -1984-90 period. The
overall growth of GDP was projected at an annual rate of
3.1 percent. The projections are presented in Table & below.

Table 6
Projected Output Growth
1984 - 1990

Avg. Annual % Change 1983 Percent

1984 - 90 Share of GDP
Agriculture 3.9 7.8
Mining 6.9 6.1
Manufacturing 3.4 l6.0
Construction 5.9 6.1
Government 0.6 19.4
Other 2.9 44.5
GDP 3.1 99.9

1/ rThis is below the U.S. dollar measure of per capita GDP in
1980. However the difference reflects the overvalued Jamaican
dollar in 1980. In terms of Jamaican dollars of constant
purchasing power in Jamaica, per capita GDP was 25 percent lower

than in 1973.
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The change in the outlook for Jamaican bauxite and alumina
requires adjustments in this scenario. In 1985, the bauxite and
alumina contribution to GDP will fall by two~thirds. 1If we take
that as a base from which to project the 13986 - 1990 bauxite
contribution, and assume no growth for the remainder of the
decade, then the average rate of "increase”" for the full 1984 -
1990 period would be -13.5 percent.

Data that have become available since the World Bank
projections were prepared suggest that they were based on
underestimates of 1984 bauxite performance as weil as the
overestimates of out year bauxite earnings. Ilcwever, if current
estimates of 1984 GDP by the GOJ as well as the principal donors
are correct, the non-bauxite sectors performed significantly below
the level required to meet even the average growth rate projected
for the aggregate. If they had, GDP would have grown 3.3 percent
in 1984, Most observers now believe that GDP registered no real
growth in 1984, in spite ¢f better than expected bauxite/alumina

earnings.

. If the non-bauxite sectors had performed up to expectations in
1984, and did so again in 1985, the closure in 1985 of Alpart and
reduced earnings from Alcoa would not be expected to reduce GDP in
this year by more than one percentage point. Moreover this
calculation allows for reductions in production due to the reduced
availability of foreign exchange to finance imported inputs.

Table 7 shows revised projections of GDP growth, by sectors,
after taking into account the closure of Alpart and operation of
Alcoa under the recently announced restructuring.

Table 7
Projected Growth of GDP
by Sector
Table 7
Percentage Avg. Percentage
Annual Growth Growth In OQut~ Percentage
Rates put from 1984 to: Shares of GDP
1984-87 1987-90 1887 1990 1984 1987 1990
Agriculture 5.0 5.0 15.8 34.0 7.6 8.5 9.1
Mining -13.0 -13.0 -34.1 -57.4 6.7 4.1 2.5
Manufacturing 3.5 4.0 10.9 24.7 16.0 16.6 17.4
Construction 6.0 6.0 19.1 41,9 6.1 6.8 7.6
Governmentl/ 0 0 0 0 19.4 18.3 17.0
Other 3.0 3.0 9.3 15.4 44.4 45,6 46.4

GDP - 2.2 2.3 6.6 14.6 100.2 99.9 1lo00.¢

i/ Includes compensation of employees only.
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This scenario represents average real growth to the end of the
decade of only 2.25 percent per year, It reflects, therefore, a
relatively modest achievement, and would defer regaining the 1973
peak level of GDP by at least a year, and possibly by 3 years.
However, if 1985 is as bad as it could turn out to be, it would be
difficult to achieve the rates set out for either of the two
sub-periods. In all sectors other than Mining and Government,
achievement of these hypothetical gorowth rates would be
noteworthy. Without a strong infusion of external resources in
fact, it would be unlikely that they would be realized.

3, Assistance Requirements

The hypothetical resource requirements for this scenario are
derived as follows:

(A) (B) (c) (D) (g) (F)

Other Cur- Foreign
Implied rent A/C Estimated Exchange
Import EXports Sources Capita Debt Gapz/
Level of Goods (Net) Plowsl Reduction3/ (A-B-C-D-E
. {Millions of US$) |
1985 -1554 720 165 389 ~-53 333
1986 -1616 859 143 400 . =50 266
1987 -1739 990 _ 164 400 -50 235
1/ Presently programmed foreign assistance flows are

included in this column, including those from AID, IMF,
IBRD, IDB, UNDP, and other bilateral donors

2/ Does not include Paris Club and related debt rescheduling
which, by World Bank estimates, could supply $209 million
of the 1985 gap.

3/ Includes that portion of net foriegn debt entered as
liabilities in the "net foreign assets”", or "change in
reserves”, calculation

The following implications of this analysis are important to
the interpretation of what happens if the gap is filled:

1. Overall GDP declines by a fraction of 1 percent in 19835,
but the non-bauxite component increases by about 4
percent.
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2. For every US$100 million of the gap that is not filled,
non-bauxite GDP will rise by about 1 percentage point

less in 1985,

3. In 1986 GDP growth becomes positive, reaching about
3 percent, and remains at that rate in 1987.

4. The gap beconi. successively smaller after 1987, but can
only vanish if there is a major acceleration of 1nflows

of private capital.

Gap estimates involve implicit forecasts of the future which,
for purposes of this analysis and most similar analyses, are mads
"informally” to use the most charitable characterization.
Estimates of sectoral distributions of growth and contraction
suffer still more from informality. Nevertheless, given the
modest track records of formal forecasts the informals may be very
nearly as accurate., With this caveat, we submit the foregoing as
our best estimate under the severe time and resource constraints
under which it was prepared. 1In its qualitative dimension we are
quite confident that it protrays accurately the key economic
forces that can be discerned at this time, As it now appears,

U.S. balance of pa¥ments assistapgce will De required, at levels
we renctly planned levelg, for tha pnexf three to five

yEars.

The duration would be closer to three years if any combination
of events would enable Jamaica to develop an international
reputation as an "investment haven®". As the remaining regulatory,
bureaucratic, and structural obstructions are swept away and
comprehensive tax reform is put in place, the odds of developing
such a reputation will improve. At the present, however, the
prospects of events of this psychological import are too nebulous
to incorporate into projections.

Jamaica quite evidently has the capacity to abkscrb the full
amount of the rescurces in the gaps we have estimated for
1985 - 1987, and could very probably absorb double those amounts
when the structural adjustments are completed We are proposing.
ESF assistance of double the amaon i : :
exercises for fiscal years 1986 and 1987, and a supplementary
Programor—$8U-MIIIION Lof Liscal year 1985.
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C. Policy Dialogue For FYs 1986 and 1887

1. Policy Dialogue Strategy

In 1982 USAID/Jamaica adopted a policy dialogue approach that was
predicated on the belief that policy change was most likely to occur
when policy makers had themselves concluded that the change would
serve their goals and objectives. From this premise it follows that
the purpose of policy dialogue is to present one's policy views in
such a manner that the relevant policy maker would appropriate those
views as his or her own. oOur conduct of policy dialogue was therefore
informed by c¢ur own perceptions of the processes by which poincs of
view are appropriated. There is no formula of which we are aware by
which all individuals can be said to be influenced in the points of
view at which they arrive. The process undoubtedly varies from vae
interlocutor to anctiher. Nevertheiess certain broad principles
evolved with respect to which there existed a consensus among
USAID/Jamaica officers. These have become routinized and underpin our
current strategy for policy dialogue.

a. Most individuals' receptiveness to a policy idea
varies directly with the number of respected
persons who share it, '

b. Most individuals are likely to resist a policy idea
they believe is being forced upon them.

c. Most individuals are likely to resist ideas that
are directly contrary to ideas to which they have
long or intense attachment.

d. Most policies influence behavior in more than one
‘realm of activity, and most realms of activity that
can be influenced by one policy can be influenced
by more than one. Therefore individuals who
embrace a policy because of its effects are more

receptive to a change in that policy if thay can be
shown an equal or better way to achieve the same
effect. '

The foregoing principles suggest that policy dialogue must not be
confused with policy monologue, that policy dialogue should build
constituencies for the ideas it hopes to convey, that argqumentum ad
hominem may be effective even if intellectually proletarian, and that
a bad policy with a good result may be displaced with a good policy
with a good result.

A Mi
"dialoque approach, but to pursue it persistently in their day-to-day
interacrions with project counterparts, contractors, social
acquaintances, colleagues, superiors, and subordinates. It is not

uncommon for a host government ministry official to perceive a problem
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not being addressed by the private sector, (too few physicians
providing service at rural health facilities, for example), and to
propose to a USAID officer AID support for a specxflc publlc sector
solution. Officers are advised that on such occasions, it is
appropriate to inquire whether there might be a more market oriented
solution, citing examples, that would place less strain on the
overburdened ministry. '

At a more formal level, Mission officers have hosted Friday
afternoon salons to which specialists from Government, business,
universities, and PVOs are invited for an open, unrecorded, discussion
of accnomic development issues. Still more formal dialogues are held
with GOJ officials at reqular intervals, for the express purpose of
e¥changing views on policy problems. These occasions include
negotiating sessions and performance reviews of course, but they a
also held spontaneously aud are often initiated by GOJ officials a:
well as by USAID. The neqotlatlng agenda and actual neggstiatiocas uizn
the Government are carried out in strict confidence. ’

2

¥ H

3 particularly successful policy dialogue episode was USAID's

oyment of an internatlonalil romineént _welkta Tusing
PD&S funds ' Ludy_of-aliteshatives—So-—ganasal fond
subsidies td shelter the incomes of the poor from cost of living
TherTIses—occasioned by structural adjustments. His report, which he
presented personally to Prime Minister Seaga, included a discussion of
the advantages and disadvantages of each of ten possible alternative
schemes. The Prime Minister was receptive to the targeted subsidy
approach and moved with dispatch to implement a food stamp program.
AID supported this program by providing additional technical
assistance to review design of the program, provide financial analysis
and develop a monitoring and evaluation system, and additional PL 480
commodities to support it directly. Although the program has some
flaws, it is a far more efficient method of achieving the objective
than the general subsidies. This initial collaboration has generated
interest among senior level government officials for further analysis
of food policies and their effect on the economy (agricultural
production and nutritional status. This is an outstanding example of
the blending of AID policy instruments (PL 480, Development
Assistance, ESF) with development strategems (policy dialogue, private
- market mechanisms) to achieve policy reform by addressing
simultaneously the objective of the new policy and the objective for
which the less preferred policy was adopted in the first place.

Another case in which the Mission's policy dialogue objective was
achieved bV eﬁﬁIE?333:3333;33:3;3;;Eg:;;:%3;:535%3;§;§%¥$;=¥3¥=¥6é05m—

program to be announced next month by Prime Minister Seaga. Both the
IMF—Z7d the World Bank as well as USAID had placed considerable
emphasis on the need for comprehensive tax reform. The Government
also recognized the need. However, the scope and magnitude of the
task of forging a tax policy that was consistent with both
stabilization and structural adjustment, was imperfectly known. It
was recognized early that the expertise required to define the scope
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of the project was not available in Jamaica. Moreover, the
Government's original conception of tax reform was primarily focused
on revenue bouyancy. Hence the reform they envisioned was
administration intensive. The Mission was concerned that the emphasis
on better collections from a fundamentally unsound tax system could do
more to retard than to facilitate economic activity.

To resolve the issue in a non-confrontational manner, the Mission
offered to fund a team of outside tax experts to review the system and
recommend approaches to the reform. The Mission assembled a list of
candidates for the evaluation. Candidate groups were carefully
selected to assure that the Government's concern about tax
administration would be fully addressed. We also were careful to
assure that the candidate teams included an internationally known and
respected tax policy specialist to give a strony voice to peoiicy
concerns. The team arrived and proposed a balanced and carefully
crafted appreach, and their proposal was the basis f£or the subsequent
development of the Project Paper for the Revenue Board Assistapge
Project.

This project has been exceptionally successful. The Government
considers it a GOJ project and makes liberal use of the experts who
comprise the TA team, as high level advisors. The Government's
enthusiasm for the project developed at an early stage. Many of the
consultants (John Due, Richard Bird, Dan Heolland, Oliver Oldman, Carl
Shoup, George Break, Charles McClure, Roy Bahl) were of such
international stature that members of the GQJ's Revenue Board,
including the Chairman, and the Prime Minister knew them by reputation
and had studied their writings for many years. This combined with
their diligent work habits, clarity of exposition, and accessibility
has wen the respect of key members of all segments of the Jamaican
cemmunity. Both the IMIP and the World Bank defer to tne members of
the team, which is a further boost to the c¢lose working relationship
they have with the Government, from the Prime Minister down. That
relationship has also been furthered by the Mission's hands-off
policy. the contract between AID and Syracuse University, which

assembled the team, is monitored carefully and professionally. We do
not, however, attempt to intrude on the confidentiality of the
relationship between the team and the Government.

enlisted wor class outside expertise has led to the decision to

exXpa 1s dimension of the policy dialogue effort beginning now and
extending through Fiscal Years 1986 and 1987. 1s 1s a strategy which,
R M TR YISt S U It iCcR1evVed, 15 quite inexpensive. The
quality and speéd of the output of individuals of this stature is
high. AID compensation limits, however, seem calculated to guarantee
mediocrity in areas of high professional specialization. Against
these limits, the cost of the approach we propose is quite high.
Consequently, our pro to reguire liberal
use of salary walvers. This is, in our view, one ¢f the best
“IAVETTMENTS AID can make in policy reform in Jamaica. It not only
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represents a high and effective level of policy dialogue in its own
right, but significantly enhances our USDH officers' effectiveness in
policy dialogue.

2. Policy Dialogue Agenda

Three areas of public policy are of the highest order of
priority for the remainder of FY 1985 and FYs 1986 and 1987. We do.
not consider it plausible to rank-order each element of desired policy
reform., However, we have organized them under categories and
specified target dates for their accomplishment. The dates selected
were strongly influenced by our judgement of urgency of each element.
Realistically however, the selection of dates was also influenced by
our perception of what is pocsible politically. These elements and
dates are presented in the fcliowing table.
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3. Policy Dialogue and Specific Program Elements

Between now and the end of FY 87 the Mission expects to
negotiate at least three ESF agreements (FY 85 Supplemental, FY
86, and FY 87 programs), two PL 480 Title I agreements, and one
HIG agreement. As these funding sources provide immediate balance
of payments assistance they represent, in effect, U.S. support for
the GOJ's overall development program, including balance of
payments, fiscal, monetary and structural policy. They afford
therefore, the opportunity to discuss with the Government the
entire program for which support is being sought. The Mission
considers these elements of our program to be individual elements
of a single category of support which might be labeled program
support. Accordingly, the policy issues that are dicussed in the
context o5f the three elements are parts of the broad organic
category developm=nt pelicy. They must therefore be viewed acg
interdependent and ceomplementary.

Since these three program elements are negotiated in the first
instance with three different Ministries and the Bank of Jamaica,
the conditions upon which each is offered naturally relate most
directly to the Ministry(ies) through which it is administered.
The FY 1985 PL 480 agreement was negotiated with the Ministries of
Agriculture, Finance and Planning, and Industry and Commerce. It
contained conditions relating to ceiling prices on food. However,
this policy condition related importantly to the balance of
payments, the exchange rate, and the structure of domestic
industrial and commercial activity as well as to domestic
agricultural production. A condition of the FY 85 ESF agreement
elaborated and extended the price control condition of the PL 480
program, and added a condition on liberalization of the
regulations governing the importation of agricultural inputs.

This complementarity will continue through FY 1387 and beyond.

The DA portfolio affords policy dialogue opportunities that
reinforce the program dialogue as well as more sharply focused
sectoral and institutional discussicns. The Board of Revenue

Assistance Project could in fact be described as a policy dialogue
pf3TEEfT_—T?-?%EEE3E_33T_3ET?—3E"ﬁ3E?3EEEHUMTE'TEQBES-ﬁT“TTEtET“
minagement and policy., but on structural issues critical to
investment and export promotion, the balance of payments, and
allocative efficiency generally. ESF agreements as well as
agreements negotiated by the GOJ with the IMF, and the IBRD have
included conditions related to the results of the project studies.

In the area of health and nutrition the Health Management
Improvement Project has been a vehicle for discussions related to
increasing the efficiency of health care delivery systems through
increasing reliance on alternative schemes for health financing
including private market mechanisms. A nutrition related maternal
child health project established relationships that were
instrumental in winning Prime Minister Seaga's support for
targeting the recently adopted food stamp program to these
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groups. In agriculture, the Agricultural Marketing Project has
turned up obstructions to agricultural production that are only
tangentially related to marketing as well as having identified Xkey
marketing bottlenecks. The Mission's Office of Private Enterprise
has spearheaded the establishment of a privately owned development
bank that appears to be on the verge of a very successful
development lending activity, an area in which a succession of
public institutions has failed repeatedly. The design and
implementation of this project surfaced a myriad of issues
relating to the influence of public policy on financial markets
generally. Through this process the issues were brought to the
attention of the regulatory authorities and have deepened their
understanding of the developmental hindrance created by policies
designed in pursuit of unrelated objectives. Similarly important
issues have gained the attention of policy makers through the
Mission's =nergy project.

Meetings between USAID and GOJ officials for the purpose of
programming the use of local currency counterpart from ESF and
PL 480 programs are, in effect, policy dialogue meetings. Under
the Mission's prioritization scheme for local currency
programming, YSAIR projects. ofber dopor projects, and GOJ

ojects, in that e el;ngIE‘tEtE!UTTE!t While
the overa level of public sector expenditures 1s coO led by

the terms of the GOJ's agreements with the IMF, the distribution
of expenditures remains under GOJ control, and reflects policy
decisions with respect to GOJ priorities. Consequently,
negotlatlons on local currency counterpart allocations afford an
opportunity to influence the structure of the fiscal impact on the
economy generally.

During the remainder of FY 1985 counterpart programming will be
confined to any increment in ESF assistance and increases in the
counterpart associated with PL 480 imports due to exchange rate
changes. Mission emphasis with respect to these funds will be on
redundancy payments for dlsplaced public sector employees, fuller
funding of the food stamp program, private sector credit
projects, and support for other donor projects, particularly IDE
projects, that would facilitate disbursement of foreign exchange
to fund projects with large local currency costs. In this
indirect way, local currency counterpart programming will
influence not only the structure of the economy, but the overall
balance of payments position as well. o
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D, Program Elements
1. Food Assistance
a. Overview

The U.S. food assistance program, including PL-480
Titles I and II and Section 416 donations, has grown both in
size and in complexity during Fiscal Years 1984 and 1985. The
Title I program, which increased from US$20 million in FY 1984
to US$35 milliion in FY 1985, finances impoerts of wheat, corn,
rice and edible vegetable o0il for commercial sale. In FY 1984,
2,000 MT each of suplus butter and cheese were donated to the
newly established Jamaica Agriculture Development Foundation
(JADF) under Title II, Section 206. The estimated world market
value of these commodities was US$6.8 millicn. The butter and
cheege are processed and sold commercially, with sales proceeds
reverting to the JADF to finance agricultural development
activities. The JADF program is envisioned as a multi-year
effort with similar amounts of suplus commodities being
provided in Fiscal Years 1985, 1986 and 1987. A US$10 million
Section 416 proposal for wheat, dry skim milk and butter oil to
support the GOJ's expanded school feeding program is currently
under review in Washington. The proposal includes a regquest
for authorization for monetization of a portion of the wheat to
cover processing and distribution costs. The Mission also has
recently been advised of two additional Section 416 proposals,
submitted by the Office of the Prime Minister through the
Jamaican Embassy in Washington directly to USDA, soliciting a
Section 416 donation of ultra high temperature (UHT) milk for
use in day care centers and hospitals.

In addition to the concessional food aid programs
Jamaican imports of food and other commodities such as lumber,
tallow and tobacco, under the GSM 102 and/or blended credit
programs amounted to US$77 million in FY 1984, and are
projected at US$60 million for FY 198%5. _Ip sum..ducing FY

1984-85, under a combination of mechanisms ipvolving
P ants and guarantles, Jamaica has financed
a

roxXxlimdace 1L 00d 1MPO e
United States, including nearly all of 1ts basic g

b. Strateqy
i. PL-480 Title I

In light of the contraction in real incomes expected over
the near term, the disproportionate share of the burden of
econonic adjustment borne by the poorer segments of Jamaican
gsociety, and the determination of the current Government to
continue on the difficult path to long term economic

stabilization. continued concessional food assistance, at Jleast
at FY 1985 lexgré. Will be reguired during the next two fiscal

zears
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At the present time, wheat flour is the chief source of
protein, and cornmeal, the main weaning food for all lower
socio-economic groups in Jamaica. The principle reason that
there is no significant protein deficiency among Jamaica's poor
is the avallability of imported cereals. Wheat flour and
cornmeal provide the highest nutritional value per dollar spent
under the GOJ's food stamp program. Although PL-480
commodities are not earmarked specifically for the food stamp
or school feeding programs, it is very likely that without the
concessional Title I terms, the GOJ would be unable to purchase
cereals in sufficient quantities to meet the country's minimal
protein and carbohydrate requirements.

The other side of the food aid coin, of course, is the
possible disincentive effect on domestic agricultural
production, leading to an unhealthy dependence on imported food
as the main source of sustenance for the population. Both
USAID and the GOJ are acutely aware of this problem. The
Government has embarked upon an ambitious "Food Self
Sufficiency Program" which aims at significantly reducing the
island's dependence on imported foodstuffs. The program
focuses on increasing production of rice, soy beans, cassava
(as a substitute for feed grains) fish, meat/ meat products
and milk/milk products. The Mission is assisting the GOJ in
this undertaking in a variety of ways, including continued
support for the Agro 21 program, reprogramming of DA funds to
finance a crop diversification project on underutilized and
unproductive sugar cane lands, watershed management
interventions, and programming of PL-480 local currency
generations for both foreign donor and Government supported
activities related to increased agricultural production. In
addition, one of the self-help measures negotiated as part of
the FY 1385 PL-48C Agreement requires the GQJ to collect and
analyze domestic food production and household expenditure and
consumption data as a basis for assessing the impact of food
imports on domestic production. USAID is providing technical
assistance to enable the Ministry of Agriculture and the
Statistical Institute of Jamaica to comply fully with this
condition.

The PL-480 Title I program, thus, is critical to
accomplishment of the Mission's revised strategy goals for the
following reasons:

1) It provides the GOJ with a source of foreign
- exchange, on concessional terms, to finance the

basic food imports necessary to support both its
targeted subsidy (food stamp) program and t¢ put
food on the shelves for the general population,
until anticipated higher levels of domestic
production begin to reduce the need for imported
foods.



-51-

2) It is an important component of the ongoing
GOJ/USAID policy dialogue. With respect to
negotiation of policy reforms aimed at
eliminating disincentives to increased
agricultural production, it is the most
effective instrument at our disposal.

3) It is a source of local currency financing for
high priority development projects, particularly
in the agricultural sector.

As in the past, the Mission will closely coordinate the
negotiation vf conditions to be included in the FY 1986 and FY
1987 PL-480 and ESF agreements, using the former as the
principal tool for assuring that appreopriate follow-on
activities are uypdertaksn by the GOJ to deal with any
disincentive effect of food imports on domestic agriculture,
which may be indicated by the analyses mentioned above. It 1is
our intention to use the findings of the analyses in the
negotiation of future PL-480 agreements, in which they might
provide the basis for self-help conditions. 1Ideally, of
course, the recommendations would be adopted on their merits,
and not have to become conditions to future assistance. Other
self-help measures which will be negotiated in future PL-480
agreements will include such things as: inclusion of
domestically produced foods in the food stamp program; a
realistic appraisal, and appropriate modification of the
current school feeding program in the context of GOJ budgetary
and administrative constraints as well as foreign donor
limitations; establishment of a mechanism for undertaking a
comprehensive food and agriculture demand analysis: assessment
of agricultural research requirements, including the
relationship of current research activities to achievement of
GOJ agricultural production strategy goals; and improved
administration of laws and regulations governing environmental
protection, reforestation, afforestation and control of entr
and actions in critical watersheds. :

Assuming reasonable success of the Government's Food Self
sufficiency Program, as well as development of hard data on the
impact of food imports on domestic production over the next two
years, USAID would expect a gradual reduction in PL-480 levels
for FY 1988 and beyond.

ii. Section 416

The Mission has mixed views on the desirability of
continuing a Section 416 donation program beyond FY 1985. On
the one hand, now that the door has been opened, the GOJ will
likely request additional Section 416 commodities to support
the expanded school feeding program. ©On the other hand, USAID



. and the other major food donors (WFP, CIDA and EEC) all share
serious concerns about: (1, the magnitude of the program,
which aims at providing lunches for some 600,000 primary and
secondary students:; (2) the ability of the GOJ to administer
the program effectively:; (3) the appropriateness, nutritional
value and cost effectiveness ¢of the current program in which
nutribuns and reconstituted milk are prepared and distributed
by government owned factories; vs. the possible alternative of
contracting with private sector organizations to prepare and
distribute a more varied, nutritional, culturally acceptable
and less costly lunch; (4) the Government's capacity to sustain
such a program once foreign donor assistance is terminated; and
(5) the probable negative impact of large amounts of donated
milk solids, and/or UHT milk on local dairy farmers.

Further, the variety and type of commodities likely ta h=s
availabie under Section 416 is limited, as is the authority tao
monetize any portion of the commodities to defray processing
-and distribution costs associated with the program. Finally,.
the developmental impact of a grant financed feeding program is
indirect and somewhat marginal at best. '

During the next several months, USAID, in coordination
with other donors, will continue to study the implications of
Section 416 donations, and will develop recommendations for
future vear assistance from this source. Hopefully, future
requests by the GOJ for additional assistance from this source
will be channeled through USAID.

iii. JADF

The Mission considers provision of surplus dairy, or
oither, commodities to the JADF, either under PL-480 Title II or
Section 416, to be an important part of its development
portfolio. The development of the JADF was a long process
invelving USAID/J, Land O'Lakes, FVA/FFP, the Rockefeller
Brothers Fund, and Grace Kennedy. Mission input into the
design of the project assured consistency with program strategy
goals in areas such as project selection criteria, credit
policies, lending terms and developmental objectives. The JADF
is a private, non-profit, venture capital institution. 1Its
purpose is both to provide flexible and innovative finance to
the agricultural and agribusiness sectors; and to provide a
resource base for private sector sponsored research and
training aimed at increasing opportunities for agricultural
growth and ensuring that such growth is relevant and
sustainable.

The Foundation was launched in July, 1983. By the end of
March, 198S, it had approved financing for some 19 projects in
aquaculture, crops, livestock, ornamental horticulture and
honey production, amounting to slightly over J$7.0 million.



« (Approximately US$1.3 million at the current rate of
exchange.) Clearly, in less than a year, the JADF is proving
to be a vital and significant source of capital for private
agricultural development initiatives. As such, it complements
both the Mission's DA portfolio and the GOJ's Food Self
Sufficiency Plan. A Transfer Authorization for the provision
of 3,000 MT of bulk cheddar cheese and 1,000 MT of butter for
the second year of the proposed six year program has recently
been approved. USAID will provide a $1.0 million grant to the.
Foundation in FY 1985 to finance technical assistance for
project feasibility studies, when such assistance cannot be
procured locally. An evaluation of the program is scheduled
for the second quarter of FY 1986 to prov.de a bssis for future
planning.
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- 2. Uses of Local Currency
a. Background.

There are two sources of AID assistance to Jamaica which
. provide local currency for joint programming: PL 480 Title I, and
ESF balance of payments loans. The two sources differ in that PL
480 generations are derived from the sale of commodities by the
state trading company to commercial distributors, whereas in the
case of ESF loans, the GOJ contributes counterpart in the Jamaican
dollar equivalent of the U.S. dollar amount disbursed, at the
exchange rate obtaining on the date of disburssement., PL 480
generations are determined hy the FOB value of a given shipment at
the rate in €ffect on the date of arrival.

Under the terms of the agreements, the GOJ is required to set
Up a separate special account in the Bank of Jamaica (BOJ), into
which the local currency counterpart from each PL 480 and ESF loan
is deposited. USAID and the GOJ subsegquently negotiate uses of
the local currency for support of development activities. 1In the
negotiation process, USAID gives highest priority to the provision
of adequate local financing for its own, and other donor
projects., Given the present magnitude of local currency provided
by the ESF and PL 480 programs {approximately J$525 million in FY
1985 alone) substantial sums are also available for programming to
finance government projects and general budget support.

The Ministry of Finance {MOF) disburses funds to other GOJ
ministries under a system of monthly warrants. The amounts
disbursed, of course, are based upon the GOJ budget approved by
Parliament for the given Jamaican fiscal year (April 1 -

March 31). Each ministry receives one warrant per month for
-capital expenditures and another for current expenditure, The
warrants authorize the ministries to draw down funds from the
Consolidated Fund (Treasury). All donor proijects are included in
the capital budget.

After expenditures are incurred, the ministries submit a
record of such expenditurés to the MOF., Upcen receipt of the
records, the MOF identifies those expenditures for projects and/or
other budget support which have been included in the respective
counterpart agreements, pays the invoice, and requests the BOJ to
reimburse the Consolidated Fund from the appropriate special
account({s). Based on these transfers, the MOF submits Activity
Status Reports to USAID, which reflect quarterly and cumulative
disbursements from the special accounts, and undisbursed
balances. Any undisbursed funds remaining in the special accounts
at the end of the GOJ fiscal year (JFY) are subject to
reprogramming at the discretion of the MOF with the concurrence of

USAID.
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b. Strategy.

Local currency counterpart will become an increasingly
important source of GOJ funding for both donor financed
initiatives and government programs during the next three vyears.
Accordingly, the Mission has initiated a dialogue with the MOF to
improve both the negotiation and monitoring processes with respect
to use of these funds.

USAID will continue to base its negotiating position on an
internal review of wplanned local currency requirements for its
ongoing and new projects during a given JIrY, and consultation with
other major donors concerning their respective requirements. In
light of the requested levels of ESF and PL 480 assistance for
PY 1986 and FY 1987, however, it is clear that local currency
generations/contributions will far exceed the funding requirements
of USAID and other donor projects. Further, the GOJ may well be
tempted to "sterilize"™ at least a portion of these funds by simply
not disubursing them from the special accounts, and thus being
able to count them as an offset against borrowing from the central
bank. The "“advantage" of this to the GOJ is that funds borrowed
by Government from the BOJ or the banking system are not
restricted as to their use., Thus, & problem which the GOJ may
wish to resolve by spending less than budgeted on capital
projects, and more on current account can be dealt with in this

way.

The Mission strategy for negotiating the use of local currency
counterpart to further the achievement of its overall strategy
objectlves will include the following elements:

1. increased Mission interaction with key MOF economic and
‘budget planners during the GOJ budget planning process;

2. closer coordination with other donors, particularly the
IDB, IBRD and CIDA, to identify local counterpart
requirements, and, to assure consistency in approach to
the GOJ on the negotiation of uses of local currency:

3. continued dialogue with the IMF with regard to IMF
domestic spending targets vis-a-vis GOJ/USAID counterpart
agreements;

4. more careful assessment of GOJ proposals for the use of

local currency against stated government development
priorities, and implementation of agreed upon policy
reforms and structural adjustments necessary to

achievement of economic recovery/stabilization goals;

5. assuring timely neqotiatidn_of future counterpart .
agreements in order to permit GOJ planners adequate time

to involve USAID in the budgeting process;
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negotiation with the MOF of a more effective and precise
system for monitoring local currency use; e.g. a
modification of the current warrant system to include
program budgeting, which would enable both USAID and line
ministry officers to trace more easily and accurately the
transfer of funds, earmarked in the counterpart
agreements for specific purposes, from the special
accounts through the Consolidated Fund, to the designated
activity; :

obtaining GOJ agreement to increased current account use
vf counterpart; e.qg., for funding of expanded redundancy
payments and fcod stamp coverage; and '

rcview of private sector credit requirements with a view
to providing local currency for special credit lines
within the framework of agreed global credit limits.
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111.SECTORAL APPLICATIONS OF THE STRATEGY

A.  AGRICULTURE

The goal of the agricultural sector is to increase
agricultural production, rural income and employment through the
promotion of diversified crupping systems that will contribute to
FX earnings and savings. The Missions' ‘attention for the next two
vears will be focused on short term production, with emphasis on
preoduction for export.

Constralnts
S uInadeguate Mgrket Incentives: JInadequate competition due to - =-nr=r
‘isolation of small, dispersed production sites, lack of market
information, near absence of effective producer organizations and
group bargaining power, and a lack of marketing alternatives
contribute to relatively high marketing costs and reduce the .
wrem o percentage ofretelY -priceg that “returnt vothe faimerTHe ~>~ "> "7 ™"
abEence of;g;adlng standards, for other tham traditional exports, .
Has failed to provide producers adequate incentives to produce
quality products, and the disorganized storage andmarketinmg™
structure has contributed to post harvest losses estimated at 35
to 40 percent. Government participation in the import, export and
domestiv markets has been excessive, erratic, inefficient, and
disruptive to normal flows of products and incentives. _The
over-valuaticn ¢f the Jamaican dolilar nas also been a negative
factetdtn"tncreaszng exports 2 51tuation that has 1mproved durlng
-+ - -the last year.

-v= - w~w o -ProductiverTechnologies: {Ei.V-4% jeg ey
R are not widely used, and-this is reflected in low production and T

productivity. The national research capacity appears inadeguate. T
‘Research appears to be grossly underfunded, poorly administered ‘
and coordinated, weakly linked to extension, and, principally,

limited to experiment stations to the neglect of on-farm testing

and a farming systems approach.

A somewhat similar condition appears to prevail relative to
agricultural extension; there is approximately one agent per 400 -
450 farmers, and only about 10 percent of the agents have received
training beyond the level of secondary schoel. The service
appears poorly prggared to offer substantive Cnngggl_ig_g;ﬁﬂhrs
! engaged in the var1ety of agricultural enterprises found in
t Jamaica.
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"Limited Availability of Productive Inputs: Most improved
technologies require the addition of inputs. Those which must be
imported have been in short supply at critical times due to
inefficlencies in the delivery system, including theé - _
administration of import licenses and quotas and foreign exchange
rates and controls. Others, such as seeds and plants, are
frequently produced by the government at subsidized prices, but
often in insufficient quantities to meet the subsidized demand.
Some inputs, such as irrigacvion facilities, are critically needed
for long term success, but require long :term planning, commitment
and financing. These 2:e elemzcnts difficult to address under
current financial constiaints.

Pr i it has 0071y Lanaged
- gubsidized rates ¢f-interest, and defaults in repayment have been
.widely téTerated... - - - - - 7% _ —7 e m el rm e

" Limited Professional Agricultural Personnel:._Qggli%isz_;
i ! : board i

g;%EEEEEQ_E£Qigsﬁ1nﬂals_a;e_;equ;zad_acxnss_ihg____; research,
enslon, policy planning, quality control, and the myriad other

.~ ==--legitimate.-goverament tasks are to-be~undertaken in~an effickremr "~ =~ '™
and timely manner. -

"7 * Ineghiitable Access to Resources: The distribution of farm
land in Jamaica is highly skewed. The problem is further

. exacebated—by the QILTicUItYy jn obtaining clear titles, which
appears to have effectively constrained the flow of credit.

Destructive Use of National Resources: The destructive use of
natural resources is closely tied to land tenure, rural population
"Tpréssure-in selected watershed areas, and the lack of alternatives
under the current situation. Unfortunately, a high percent of the, .
- domesetic- foud crops- (annuwals) are grown-on-hillsides; many oF- "+ - -**
whith are Unsuitable for annual cropping. This contributes-to- -
Serious 5oll erosion, flooding and stiitation. The problem is more
encompassing than just the danger to the economic well-being of
the small hillside farmers. It impacts on plans for water storage
structures required to service the needs of irrigation and provide
potable water supplies for urban areas. Diminished and more
seasonally erratic stream flows adversely impact the recharging of
.ground water supplies, and limit developments aimed at aguaculture
.and increased crop production in the more fertile lowlands. Salt
water intrusion is taking place in limited areas, and promises to -
become an increasing constraint te agricultural production, if the
current situvation continues.

raa
Ve
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How AID's Resources Will be Used
Ongoing Projects:

. AID's Ag. Marketing Project (532~0060) is addressing the
problem of market inadeguacies. Through backward linkages, it
will-also encourage agricultural production and processing. The
- Agro-Ilndustrial Development Project (532-008l): Component I, is to
provide productive technologies and inputs to intermediate
agrobusiness firms. The Agricultural Education Project (532-0082)
will provide assistance to increase the number and quality of
professional agricultural personnel in the nation. The
Agricultural Planning Project (53Z-0061) ic increasing the
capability of the Ministry of Agriculture to collect and analyze
S -,relevant data for planning PUrposes, - -The Mission is having-land - - T
T tenure/credlt spec1a11§ts ;ev;ew thg s;tuatlon in the area of :
"aécess to rescurces.  This is being done under the Strategic
"Planning Progfam 6f the Agro-Industrial Development Project:
Component lI and the FY-8S5 Hillside Assessment Grant. The
Strategic Planning element also includes having some thirteen o
. ..8ubsector. profiles prepared within Agriculture. ...The proposedsirs~~-rv~-» o=~
Project on Hillside Development will address the problem of the -
deterioration of Jamaica's natural upland resources and the -~~~ '
Country Envirconméntal " Piétfile will prévide an overall Tt
environmental assessment and identify potential interventions.

The activites/projects outlined above are some of the major
efforts through which USAID seéeks to reduce the constraints. In
addition, continued policy dialogues with the Ministry of _
Agriculture, Agro 21 and Agricultural Credit Bank etc, are being
used as a vehicle to reduce these constraints. In as much as many
of these constraints ‘are within the realm of the national policy

iea- .- .mMakers, .USAID.poligy dialogue serves -as -the appropriate mechanigm . . -wmss

_ for reducing or eliminating these constraints.

New Activities (FY 86-87)

Crop Diversification/Irrigation (532-0123)
LOP: $15,000,000. Initial FY Oblig. B85
Major Development Problem Addressed:

As a vehicle for economic expansion, agriculture for a number

of years has been stagnant, characterized by a negative balance of

trade in agricultural products. This was the result of neglect tc¢

such critical needs as the use of updated technelogy. hew export

crops and markets, agro-industrial linkages, commercializaticn and

! the socio-demographic integration required to achieve
comprehensive development. Consequently, the sector has remained
traditional in outlook and scope, dominated by subsistence food
farming, inefficient practices and technigues, over-reliance on
subsidies and plantation sugar production. However, despite the %!
neglect it has accounted for about 70% of employment in the :
preductive sectors and about 35% of employment in the econonmy as a
whele. _



-~ -be adequate -only to 'satisty the EEC QUuSTA" and local consumption, ”
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With sharp declines in earnings from bauxite and alumina, the
principal FX earner, the Government of Jamaica has turned to the
agricultural sector as an essential source of employment, FX
earnings and savings and the key element in achieving increased
food self reliance. :

In the context of revitalizing the agricultural sector the
Government of Jamaica, with AID assistance, established a program
called Agro 21 to take the iead in achieving more intensive land
utilization, crop diversification, adoption of improved technology
and to attract new investment capital and know-how into
agricultural productioun and marketing. Significant progress has
been achieved over the past year but with the continued decline in
earnings from bauxite and alumina, the pace of agricultural

development must be sharply accéleratéd. Unfortunately, the

amount of good agricultural land is wvery limited and the best Yands -

.are predominantely devoted to sugar cane and bananas. - . -

As a result of a recent stﬁdy. the World Bank recommended that
Jamaica's sugar industry should be reduced to a level which will

dlscountlng any further U.S. quota. This leaves a productioen
reguirement of approx1mate1y 225,000 tons..of sugar which can be-
satisfied by private estates and the production from two large
publicly owned estates, Monymusk and Frome. The World Bank will
support rehabilitation of these two large government owned mills,

- but will net fund rehabilitation of four other publicly ownedéd

mills which they judge to be uneconomical units.

_ With global sugar prices depressed, high costs of productlon
“and accumulated losses of J$259 million (US® 47 million) by the
National Sugar Company, the GOJ has taken the significant decision

- -to Yease To private sectol the 20,000 atcres of the four less v1abIe

estates for diversified crop production. It is with this
background that the Crop D1vers1f1cat10n/:rrlgatlon activity is
proposed.

Relationship of Project to Overall AID Policy Objectives:

The proposed project responds to AID's policy objective of
.providing assistance to enable developing countries to become more
.self-reliant in food to enhance food security as well as
contributing to broadly based economic growth. The project also

" supports AID's policy objective of encouraging increased
participation of the private sector, both U.S. and Jamaican, in
bringing together capital and management as well as the transfer
of technical, managerial and marketing expertise to bear on
productive, developmentally oriented enterprises.

L T
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Consistency of Project with Approved Mission Strategy:

The proposed project is consistent with several elements of
the Mission's strateqy. These include: (a) strengthening of the
private sector and increased reliance on market forces;:

(b) 1ncreased food self reliance, and (c¢) technology transfer

MaJor Project Components, Activitles and Implementlng
Organlzatlons'

Background:

The proposed diversification by the GCJ of lands enconmpassed
in the four publicly owned sugar estatec represents a total

.acreage of 20,100 acres of which 14,700 are currently .in. sugar. ..

Sl e kT w

- -cane: ‘Given-that the acreage is so large, the’ Qroposed act1v1ty

will be phasea in over a period of three or more years which 'will -
also permit recovery of some sunk costs in current cane plantings.
However, by diversification the 20,100 "land" acres represents a
potential of about 34,900 "crop” acres since many of the
dlvers1f1ed acres will produce 2 or moOLe CrLOPS. .DeL. Year,., assuming.

p) LR W

the irrlgatlon systems. and water supplles are adequate to support

year round production. ‘ Cl e e e

Preliminary analyses by Agro 21 indicate the lands would be
best used for the production of rice, winter vegetables, soybeans,
corn and sorghum, aquaculture, papaya, mango and ornamental
horticulture. Winter vegetables (10,500 acres) and ornamental
horticulture (400 acres) would be destined for FX earnings. The
other enterprises represent major contributions to ach1ev1ng food

reliance targets and forelgn exchange sav1ngs

In terms of FX earned oL _saved, the dlve:s1f;edmprogram will,

‘ “Ghen~ fully underway return a net FX earnings (income minus cost)

of about US$57 million per year as compared to approximately US$22
million per year if the land remains in sugar and production of
cane increcases to an average of 40 tons/acre. It now averages
less than 30 tons/acre so the estimated benefits from
diversification are conservative.

If left in sugar, the total employment would be about 3,250
persons full time eqguivalent as compared to 4,400 full time
egquivalent and 42,000 seasonal (4 - 6 months) if diversified.
Overall industry earnings of employees per annum would be US$2.9
million in sugar or US$22.9 million if diversified.

As previously mentioned., the magnitude of the diversification
requires phasing over at least three years. The following
tentative schedule has been recommended:

.o

I g
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Year 1  Year 2 Year 3 Total

Rice~ . 1,000 4,000 3,000 8,000
Vegetables™ - 1,500 5,000 4,000 10,500
Soybeans* 4,700 2,300 3,300 10,300
Corn/Sorghum* . 3,600 3,600 2,000 9,200
Mango/Papaya | 200 200 100 500
Fish 500 - 500~ 750 1,750
Ornamental/ ‘ . .

Hortlculture 100 100 200 400

* Lands that will be cropped more than oice per 12 month
period, e.g. winter vegetachlssg, Ifvllowed by soybeans corn or
--- -gsorghum:or-rice followed by soybeans T T LT

- g - - - PUENEE . CemTAL o - . vrmmaa

Lands wlll be made avallable ro JOlnt ventures or 1ndlv1dual
investors undér long term- lease of 25 years subject to a 24 year
extension, dependent upon the production and investment plans
- submitted. Associated with the larger intensive operations. .
~-generalty of+500 or-more-atres,;-will”be-contingbouws of "nearby =" """ 7"
blocks or land divided into small parcels of about 2.5 acres for
lease to small farmers, many.of whom may be redundant sugar
workers. This would only involve labor intensive crops such as
winter vegetables, and ornamental horticulture. It is intended to
work out an arrangement whereby the larger units that would be
engaged in processing and marketing as well as production would
provide a centractual marketing arrangement, involving credit for
- essential prcduction inputs and extension guidance for the. small
operators
_ Current plans provide for creation of a Development Service B
- Company--as a-subsidary-of--the~National-Investment Bank of Jamaica  ** *»

{(NIBJ) to implement the program in conjunction with Agro 21. o
Their responsibilities will be to develop the infrastructure, : .
lease the properties and monitor the program.

Based upon past experience, NIBJ, which formerly was the
Jamaica National Investment Corporation, has frequently taken an
equity position in the joint ventures. Some investors prefer such
.an arrangement since it has reduced the depth of red tape and
. expedited imports of essential eguipment. Nevertheless, USAID has
some reservations as to this position unless the eguity is small
and will seek to ensure that investors will not be compelled to
share equity with NIBJ should that be their preference.

The ability to successfully carry out such a bold program
within 3 to 5 years will be dependent upon ensuring that
irrigation water is available at the borders of each property,
investors with production and marketing experience can be induced
to participate, sufficient credit can be mobilized at acceptable
levels to be attractive and constraints to 1mportat10n of
essential production inputs avoided.

kB
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Precise cost estimates are not available at this time but are
under development. Preliminary costs for the total program appeatr
to be approximately US$62 million of which US$49.3 million would
be provided by the private sector and US$12.7 would be provided
for the common infrastructure facilities to support the program.

"The essential investment funds will come from a variety of
sources, including international donor agenczes. local banks and
investors. :

As to AlID's parLicipation. és_gg_n:gnnsad_Ln_n;;l;za_

eobligated funds fr - cr pigelige to make
av S$5 million i an. and necop»_lthea—giemﬁhiuh4uupﬂ-
~In FY 1985, This would be followed by an

-ggaitional contribution of US$9.8 miXlion grant spread over FY
-Since..the -proposed level of funding-is-vepy - wmor -

limited relative to total requirements, these funds must be used
to address key constraints such as ensuring that irrigation water
and other infrastructure are available. The program cannot
succeed without irrigation and being aware of the need, J$7.6

cmiddkion (US$1.38 ‘million)--of “the “Yy8% Pl 480 counterpart =~ * v
generations were negotiated for use within the GOJ budgetary year

1985 - 1986 to address rehabilitation of the Rio Cobre and St

Dorothy irrigation systems. Current cost estimates for

rehabilitation of wells, desilting the existing canals and repair
of dikes, weirs and sluicegates is estimated to be J$15.6 million
(US$2.8 million) in year one and J$53.4 million (US$9.7 million)

over years 2 and 3. Thus, the total cost for the two systems will

be J$63 million or approximately US$12.6 million eguivalent.
However, it is anticipated that over the next two years that J$30
million (US$5.5 million) can be made available from PL 480
counterpart generations to cover most local costs. Approximately

~U5%6 .0 million.sof these costs wikl be:funded from Yoans and/GP

grants, with emphasis on foreign exchange items. - -

Investors are expected to be responsible for crop water
distridution on the properties operated which may require a
significant investment in pumps, filters, sprinklers, drip lines
and/or land leveling.

In addition to irrigation infrastructure, it is planned that
the existing mill yards and support facilities will be renovated
for assembly stations, packing units, machinery custom operators,
etc. Also, additional grading and packing lines will be needed.

These costs are estimated at J$25.8 million (US$4.7 million), some

of which may be financed from the on-going Agricultural Marketing
Project, for lease to private sector operations.

-

B
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In order to convert redundant cane workers to small labor
intensive farmers capable of producing high value crops under a
tight time table, funds will be made available for hands-on
training of extension personnel and the participating small
farmers by technical personnel working in cooperation with the
private sector firms that engage small farmers in contractual
production.

Also, a mechanism w:il be developed whereby the larger
operations that develop cont:actual arrangements with the small
farmers can provide them with productien 1nputs on credit with
repayment by check off of pioduce marketed through the larger
units.

S It is -important to -recognize-that these programs ‘in general, H
_‘and;part1cular1x”;hose,paxts.anolv1ng.w1nter vegetables and- - -« -
ofnamentals, are labor intensive, high investment operations that
"require close ‘supervision, accurate timing of harvest, packing,
and shipping and marketing “know how" that is not currently
abundant in Jamaica. A knowledge of, and experience with, foreign
.. markets dis essentlial -and experienced external investors appear--> += -~
necessary to the initial success of the program. -

Fortunately, there are three joint ventures currently
underway that demonstrate winter vegetables can be produced and
marketed abroad. They have also had a favorable impact on the
gquantity and gquality of locally consumed vegetables. They have
been responslble for a significant portion of the 43 percent
increzse in exports of non-traditional agricultural products
reallzed in 1984,

The potentlal is exciting if the investment climate and -
. ..eredit. can be-established. that will artract investors,-beth:localn ==+ v
and foreign. They will be the key to the success of the program. - -- -

Preliminary Financial Plan:

Usg 000

Rehabilitation of Irrigation 6,000
Rehabilitation of Other Infrastructure 2.000
Support Commodities/Supplies 3,000
Technical Assistance (L. T. and $. T.) 800
Credit for Small Farmer Cooperators 2,000
Training 700
Travel/Transportation 200
Evaluation . 40
Audit _ 20
Contingency 240
: TOTAL $15,000

et
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Given the priority of the proposed project and the limited
time to prepare both PID and PP to avall of reobligated funds,
Mission requests authority to approve PID in the field.

Hillside Agriculture Development Program (532- 0100)
LOP: $10,000,000. 1Initial FY Oblig. 86.

Approximately 85% of the land in Jamaica is classified as
h111 lands, the majeriiy of which represent shallow, highly
erodable soils with slopes of 10 degree or greater. Only 15% is
flat or gently roliing (i.e. Class I and II). Current
deforestation rates coupled with =2hnual crépping patterns are

"resulting in exceszive soll erosicn., incrsased sedimentation loads

to rivers and coastal systemc, £1lccds in Lhe plains, and decreased

~---availability of both surface and underground water resources.” _
. Baseline erocsion is estimated to be .15 -Ltons per acre year {(tpajy ---- ----

but current upland farming practices and deforestation have
increased the average soil losses to SOtpa or .33 inches per
year. I1f this imbalance, created by lack of adeguate resource
management, continues unchecked the hillsides of Jamaica (44.%5%

-forested as of 1974) -will be denuded of top soil in-a few -~ v~ =~ “fi”

decades. Sound management of the hillside resources is crltlcal

. to Jamalca 5 economic su;ylval and development

Despite recognition of the problem and substantial previous
investments in physical conservation measures, progress in
developing an affordable strategy for the hillsides has been
minimal. 1In recognition of this serious problem, the Mission is
currently supporting the Hillsides Assessment ac:ivity, a series
of studies to develop information in support of initiating the
Hirlsige activity in.FY 1986. These studies should be concluded
during the first quarter of FY 1986 and permit development'of a

These studles, whlch 1nc1ude assessments of past and current o
soil conservation activities, are aimed at determining which '
agricultural production systems based predominately on deep rooted
perennial crops are ecocnomically viable and most likely to be
generally acceptable and adopted on a sustained basis by smell
farmers in the Rio Cobre, ERio Minho and adjacent watersheds.

These watersheds have been selected since they are the sources of
water which directly impact development of the more fertile
lowlands as well as potable water supplies for urban areas.
Success of the major new effort in Crop Diversification/Irrigation
in the St. Catherine Plains is closely linked to the water
supplied by the Rio Cobre watershed. Also, the development of a
Country Environmental Profile, which was recently initiated, will
supplement this activity by providing the GOJ with an analytical
framework for evaluating existing resource use and planning future
allocations. _

The proposed project responds to AID's polcies and strategies
for Food and Agriculture, Forestry and the Environament.
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Food and Agriculture:

The proposed program supports expanding the role of Jamaica's
‘private sector and the complementary role of the U.S. private
sector assisting-that expansion. The aim is to assist Jamaica to
become more self-reliant in food, assure food security and achieve
econonic growth,.

Forestry:

The proposed program will (a) help meet the short term
requirements of rural and urban populaticne for forest products
like fuel, food, and fodder, zs well a¢ for income and employment;
(b) strive concurrently to improve the ayricultural base through
-advancement of agroforestry, and "programs of soil conservation and
.. management; and. (¢) -improve and enhance the natural resource ~base -+ =
over the long .run through widespread .adoption of effective
"multiple use management and conservation practices.

Env1ronment

The proposed program also supports AID's pollcy objectlves of
{2) ensuring the environmental soundness and long term -
sustainability of our activites, and (b) assisting LDCs through
programs to build the institutional and scientific capacity to
identify and solve their environmentl and natural resource
Problens. '

This Frogranm is consistent with two of the Mission's four
approved strategy emphases, i.e. Private Sector and Technology
" Transfer and Research. USAID's objective 1s to promote and
support the conversion of Jamaica's farming sector into an y
. ~efficient, integrated systew of competitive private markets:  -Phtg - <~
reflects the belief that the private sector can and should play -
the predominant role in achieving fuller and more efficient
utilization of Jamaica's productive resources. Thus, the
development of a viable and strong private agricultural sector is
a means, rather than an end in itself.

The proposed program is consistent with (1) increasing
.production and productivity, (2) involvement of the private sector
(small farmers comprising the largest portion of the private
sector), and (3) the transfer of technology.

The proposed project will help the rural poor in the
hillsides to achieve a rational and sustainable productivity of
the resource base upon which they depend for their livelihood.
The project purpose is to increase agricultural production, rural
income and employment in selected watersheds through (a) the
promotion of perennial cropping systems linked to agro- proce551ng .
and marketing (i.e. cacac, coffee, fuelwood, etc.) and (b) féi
generation of new and adapted technologies responsive to the needs “*
of small producers and compatible with the objective of a
sustained, productive resocurce use.
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The Program would consist of several mutually supportive
components, each of which could stand alone as an individual and
discrete activity. The use of grant funds is envisioned since it
advocates the use of US and/or Jamaican private sector PVO
institutions. Activities to be carried out under the Program will
be based on the specific constraints and potentials of the
selected areas, and will include the following components:

Cocoa and Coffee rroduction, PIOCsting and Marketing:

This activity is aimed at increasing production and employment
through new plantiugs, rehabiiitaticn and technification of
existing acreage, and improvesd ycncesazﬁg and marketing.
Implementation will he the responsibiiity of one or more PVOs
- working in cooperation with the Cacaoc Industry Board (CIB) and the
. Coffee Industry Board with .additional -external technical assistance -
provided by the Hershey Food Corporation and Coffee specialists
from Central America.

A key objective is to strengthen a grower supported extension :
service which--will. be -supported by a "check-off" ‘fee based ot the™* ~ -
guantity of production marketed. It will strengthen the g
cooperatlve based producer organizations te give them a greater,'
voice in the business management of their affairs, including the
processing and marketing of their products

L

The technical assistance will prov1de tralnlng to the
comnodlty based cadre of extension workers in production, pest
control, harvesting and processing. New varieties as well as
modern nursery production and improved techniques will be '
introduced as a package. New varieties will be obtained from
~ Hershev's research farm in Belize and from the Center for Tropical
. Agricultural Research and Training Center (CATIE) 1in Costa Ricar=- -~ o=

Relative to credit, there currently exists resources in the .
Agricultural Credit Bank which should be available. However, the
privote sector Jamaica Agricultural Development Foundation will
also be involved.

Agro-Forestry Development:

~ This activity is closely related to the Cacao and Coffee
programs and will likely involve some of the same small farmers.

Under this activity, PVO one or more in cooperation with
Jamaica development groups and sponsors, wouid provide technical
assistance and training to (1) demonstrate and promote the income
potential of agro-forestry development through the planting of
other deep rooted perennial trees such as mango., allspice and fast
growing woody species a crop: (2) promote farmer recognition of
multipurpose species to improve planting conditions for their - )
annual food crops, and (3) expand production of trees with soil ™
and moisture retention properties which can serve as living fences.
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" providing food. green fertilizer, and fodder, and have potential
for innovative tree product uses. The activity would emphasize
the integrated farming systems research and extension approach in
agro-forestry and on farm tree crop management. The interplanting
of perennial types of trees with annual food crops linked to an
‘already established market will be sought, thus significantly
increasing farmers' 1income and making agro-forestry activities
economically and enviromentally attractive. _

This effort would expand the activites of non-governmental
organizations (NGCs) already engaged in natural resource and
agricultural assistance to 12w income formers and strengthen ctheirs
capacity to carry out such activites by providing them with (1)
technical assistance in anslvels of land use, particularly eroding
hillsides impacting on downstream conditions, agro-forestry and
intercropping practices, tree species selection;‘tree planting -- > -
methods, and low cost regional tree-nurseries; (2). training
assistance in farmlng systems research and extension; and (3)
material support necessary for a sound demonstration models
including appropriate tree seeds, nursery eguipment, and computer
-capacity for research and reporting as part of a continuing’ ~° ° 7 "7

evaluation process.

This effort is expected to be implemented by three or more
Jamaican NGOs, collaborating in project specific activites with
US-baced PVOs. The PVOs would provide intermittent technical
advisory services to help the NGOs develop small, well trained
local extension cadres, a workable credit system and enhanced
commitment agro-forestry development as a means of assisting their
rural clienteles. Experienced PVOs agro-forestry staff would
‘cooperate with the Jamaican Department of Forestry and Soil
Conservation and the farmers themselves to research and report on
productlon costs and performance under variable technical and- - ¢
socio-economic conditions. With the help of marketing analysis in
which the local private sector groups can play a critical part, o~
the activity will explore and help improve the local market for
non traditional tree crops.

This program component would bring together the resources of
local and external private sector organizations in a combined
.agricultural and industrial development effort for which public
- programs to date have been unsuccessful.

At this stage it is not possible to determine the precise
credit needs of the Project. It is expected that as the
activities become more in focus, case studies will be undertaken
to determine the needs for short and intermediate credit.
However, credit demand is expected to arise for purchase of
seedlings, basic farm implements, production inputs, etec., It is
also expected that funds for credit will be channeled through
already existing sources such as the Agricultural Credit Bank, ~ ﬂﬁa
People's Cooperative Banks, Jamaica Agricultural Development ‘
Foundaticn, etc. '
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Preliminary Financial Plan

Us$ 000
Technical Assistance and Field Personnel 1,500
Training/Research (includes pilot
studies) - 2,000
Travel/Transportation . 700
Commodities/Supplies BOO
Credit for Small lroducers 3,000
Project Managemen<. 1,000
Evaluation- : ' T _ 200
Audirs . o . 150
_Contingency . __._ - .- 650 |
Total _ 10,000

. - The Mission requests authority -to approve PID and PP in
the field. |

e EE -y Ty s - m e T - LR
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'B. INDUSTRY, COMMERCE AND FINANCE

_ Together, these sectors contribute over half of GDP and account
for about 40 percent of total employment. They represent therefore
the “sector” that will indisputably play the major role in the _
Jamaican economy no matter what direction it tezkes. This makes the
sector at once an area of outstanding opportunity and a zone of
extremely high risk. 1In tandem with Agriculture, developments over
the next 3 years in 1ts structure and performance will be critical
for Jamaican economic recovery.

Befitting its relative maguitude, this sector enjoys the
largest, most comnlicated, and mest intransigent problems of any in
the economy. There is no single economic policy set that each of
its constituent elemen
" hmayUrertliring 1s undertaken
-ta ancage-0f policy elements that restrict entry o ompeting
qooh?‘?ﬁ?ﬁ‘??ﬁ??f?"’“UfﬁE’é TEEK LO penetrate lLarge nard currency
markets 1n Nort merica and Europe. The former want cheap foreign
exchange to buy ‘imported inputs and the latter want cheap local
currency to pay thelr work forces. Others are not sure which they
prefer because their local market-foreign market production.shares --- - -
. are tentative,. pending the settling down of public policy om-one:--s.-wt
side of the fence or the other.

In commerce, there are firms that have been able to capture the
premium O U03dT SUBJect U0 QUATTitative 1mMpOILt restrictions, and
_ : , lme. - -Some
maxn=1¢ug UM T v E el L GEVEIDﬁ?E"HT?ffTUUTTUﬂ'm@Uhonlsﬂc
within CARICUH only and others offer third country marketing
strategies and networks. Financial institutions and intermediaries
‘have similarly disparate objectives depending on the markKets that
are their targets, the strategies they have adopted to adjust to the
policy environment., the specialized resources they can command, and
their perceptions of the future.

Aside from disjoint policy preferences, revitalization of
industry, commerce and finance is impeded by conditions that have
evolved over a period of over ten years. Many manufacturing firms
produce product lines, employ_ technologie
m3TRETING techniques that are inappropriate to the contemporary
ecOTOMIT fteality Shielded from external competition for so many
"years, they were relieved of the competitive pressure to contain
costs. Machinery and equipment was retained beyond its efficient
life, and was not upgraded as technological advances proceeced.
Quality control technigues, for which industrial engineering and
statistical expertise is essential, were of no more than secondary
importance. Product diversification, packaging, promotion,
inventory management, scheduling, and strategic planning, all
essential to effective part1c1pat10n in the competitive
international economy, continue to reflect the inward focused and
protected environment in which management style evelved in many
Jamaican firms. .
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Finally., the sustained economic decline and the inhospitable
environment for private production and investment which
characterized the 1970's resulted in the flight of human and
financial capital, and curtailment of industrial activity.
Consequently the-'guality of productive entities that remained was at
a lower average level, and the quantity of private sector activity
dropped. By 1580, value added in manufacturing had fallen to
69 percent of its 1973 peak. By 1983 it had recovered some of the
loss but was stilli ovuiy 75 percent of the peak.

Commerce and finance are, primarily, facilitating activities in
support of physicael productien &ndé counsumption of goods. Their
structure therefore reflecis to ~ siynificant degree the structure
of production andéd consumptioun. When thelir functions and activities

T are performed consistently with current conditions, however, they

~.can-constitute a drag on .efforts to initiate fundamental chamges - ¥rr"~ 7
- the condition .and structure of the.ecohnomy generally. Thig -~ —-- ~~-.wn
disjunction has been present in the Jamaican economy over the past
four years. A significant part of the policy reform reguired to
induce adjustment of commercial and financial institutions has been
‘undertaken by the Seaga Goévernment, ‘but the policy reform is not yel .
complete. = - :

L L - - - R - W o,

Moreover, many of the elements of change in their orientation

that are required to support a recovery of production and employment
will have to be motivated by more direct interventions in the market
gystem. For examnle, a robust development thrust reguires the

design ond implementaticn of projects to exploit what, for Jamaice,
will be new markets, new products, and new marketing approaches.
And, they will require large investments which in turn need
‘financing. But projects which have a chance of ylelding very high
- rates of return, if successful, also have a chance of realizing very

large -losses. SE REEEERERT 2 RE LERREL At debiot A4t NI

The national economic pertfolio must have a large number of such - -
high yvield projects i1f a rapid expansion of producticn and
employment is to occur. And, it is virtually certain that some of
the high yield/high risk projects will fail. 1t is not the kind of
portfolio that the traditional financial institutions in Jamaica are
eager to finance under normal economic conditions. 1In an
environment of high uncertainty that spans the economic and the
political realms, this kind of portfolio ig still less attractive.

Since a significant share of the payoff from this kind of
‘broadly based risk taking accrues to the nation as a whole, it is
teasonable for the public sector to absorb a portion of the risk, by
borrowing, as from AID, to support it., Moreover, as private _
entrepreneurs are relatively risk averse, they are unlikely to take
the full equity position in such a portfolio. '
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Production for new and untried markets requires a network of
supporting services from the factory to the retail shelves, as well
as financing. Therefore, expertise in these areas, which we have
labeled commerce, is essential. However, since thesé have been of

minor importance in Jamaica's recent economic history, such

expertise is extremely scarce, and where it exists is substantially
specialized to the few particular firms in which it resides. This
problem, therefore, holds as high a place on the roster of
obstructlons to deveicpment as underproductlon.

_g restructviing of the economy of the magnitude undertaken by
the Seaga Governmsent must indAuce the key players in the ecohomy to
tread-on_territory that is unfamiliar to them. A3AINg TG the
difficulty of ac .loving thiz I3 the fact that Key players under the
program are to be private sector players Accordlngly the

-

.&EEEEenents that” attract thHem ‘must bé ‘transmitted through market

signals§ - prlces. rates of return, costs - ano‘rhe—re%atrongnips

 Among them. _Market information that is relevant to The ecohomic

recovery program includes 1information on both the domestic economy

and foreign economies. This is a task that requires systematic and
routine assembly of data, discrimination between more and less -
relevant data, and anelysis and interpretation o¢f the implications N

~o0f the data. Equally important to the integration of Jamalica more --=---

fully into the international economy, is the collection of and
dissemination to the outside world of Jamaican information. All of
this 1s costly, and for individual firms to undertake such efforts,
the cost would have to be incorporated into their prices This
weuld hinder the effort to sell Jamaican production in £ore1gn

nactkets.

In a market economy, private sector institutions such as trade
assoc1at1ons and chambers of commerce, as well as public sector .
agenc1es play an important role in performlng this functlon. The ' **
private institutions both inform and are informed by the public

institutions and vice versa. By providing a continuous and high
quality flow of information, they enable private markets to respond
guickly and efficiently to changes in the relevant general economlc
‘environment.

The Jamaican effort to develop a dynamic private market

“environment can be significantly advanced by the development of

private sector institutions to play this important role. It will
not only foster a smoother, more efficiently functioning market
environment within existing policy, but will provide the basis for a
constructive dialogue within the private sector and with government
with respect to policy modifications consistent with the separate
and joint objectives of both. '

Any nation's public sector institutional structure reflects its
economic ideological orientation. However, if that orientation ;
changes significantly over short periods of time the adjustment of %i
the institutional structure is sure to lag the political change. 4
This is the context required to make sense of Jamaica's present ’
structure.
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~Under the previous Government's ideology, it was considered
important that the public sector occupy "the commanding heights of
the economy". A preoliferation of government economic entities was
charged with capturing the heights in every sector. -The World Bank
reported in its January 1982 "Jamaica: Development Issues and
Economic Prospects”: '

"As of March 1980, the Jamaican pub11c sector was made up of
scme 1,200 enticies". ‘

Of these, 230 were enterprises involved in the production of
goods and services. Government entities have played a lead 1cle in
—iTAustral devervpment (JSIDC), investment (JNIC), investment
promotion (JNIP), exports (INEC, JETCC), imports (JCTC), banking
. ----(NCB),-agricultural marketing (AMC), agricultural commodity
_.-Production .anéd export (Coffee Board, .Coconut Board, Pimento.Board,
Banana Board, Citrus Board), hotels (JNHP), shipping, and airlines
" (Air Jamaica), to name just a few. In addition, there are
regulatory agencies to control virtually every variable of
importance to private entrepreneurs - prices, import authorization,
.interest rates, -mark-ups, -export auwthorizations, and-foreign- - -- - +«-°
exchange prlce and availability. '

As ‘reported in Part I of this paper, the Seaga Government has
made extraordinary progress toward removing thé mosT ONBrOUS
regulatory restraints. MOSt of the institurions, however—remain in
flace., 1In the aggregate, they constitute a financial burden the
Geovernment clearly cannot afford. Furthermore, even with
significantly reduced regulatory power, many of them serve as a
restraint on production. Some of these have comparatlvely able
management and staff employees and hence deprive the private -

- productive sector of extremely scarce capabilities. With a551stance 3

.. .f£Lom -various -donors., -particulacly-the-World Bank.,»the Seagaw~-w« o wnwsh
Government is proceeding with an evaluation of the public sector to - -
identify the institutions and functions that are compatible with a
private market economy and to consolidate and/or eliminate
institutions to bring the overall structure into conformity with
this Government's economic program.

Consistently with this effort, USAID is shaping its activites in
support of industry, commerce, and finance in & manner that will
encourage public-private sector cooperation where it is appropriate,
and will channel resources more exclusively to the private sector
where public sector participation is agreed to be unnecessary.

USAID Strateqy

The objective AID should support is a éynamic and sustainable
increase in industrial production and employment. The policy
environment is kKey to the process along with well designed programs -
that provide the private sector with the necessary financing and
technical support in marketing ard in the production process. While"
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‘the Mission's policy dialogue is focused sharply on issues germane
to the private productiive sectors, the power of decision on policy
matters rests with the Government. Moreover, public sector
institutions have an important, if small, role to play.and GOJ
resources are the principal sources of funding for their
operations. Other donors, particularly the World Bank and the IDB,
are important actoxs in the effort to revitalize industry, commerce
and finance.

The World Bank is focusing on the issue of the public sector
institutional structure. All major donors have a keen interest in
GOJ efforts to rationaile¢s the struc¢ture and each occasionaily
focuses sharply on instivuticnal igeues of particular importance te
its own projects and pragrans.,  Aloug them, however, the World Gbenk
- has, by mutual agreement, taken the lead in worklng with the "~ 777
Government .on. this issuve. . -.- . -- e _ W memt

USAID_is'ﬁﬁféﬁinbuaﬁﬁrfdffhéf déveléﬁing a program of
initiatives based on problems with respect to which our agency is
especially equipped to provide assistance. Specialized U.S.

expertise is -proposed to- assist in the JiffITUIL process or '~ T
a : cheting for -

eXport markets, and towar
or ¢o

_ _ generating ..
Qur approach recog
portant links between management_ . production, promotion,
and sales. Accordingly, we have activities, both in progress and in
the planning stage, for each of the links.

Tiie Mission's own management of these initiatives is in the
process of shifting from the rudimentary first stage to a more
concentrated second stage. " In the first stage, a significant
i proportlon of the Mission's Tesources were-directed—toward

cidentityling-targets of opportunity, and responding to essentially: ad'* s
hoc requests IOr assistance. Given the large number of :
manufacturing firms (estimates go as high as eight thousand), this -

approach was important, and served as an information gathering
cffort as well as having surfaced a number of small projects that
were highly successful though probably not "bankable," a priori,
because their exper1menta1 character rende:ed them and their
pr1nc1pals "too risky.

l/ A major project dealing with management training and that will
involve other LAC/CAR Missions and countries is in the
conceptual stage and is discussed in the Education section of
this paper.
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AT thls time it is appropriate for us to build upon the'
generalizations that can be drawn from the experience and
information gained in the first stage. We will move now to develop
activities that serve broad segments of the private productive
sector, with management of the individual, firm level activities
increasingly relegated to institutions that, with USAID assistance
in stage one, are developing a capacity to handle them.

During FY 86 we propose to i : industrial export
project that will encomQgg;_managaaaas—deve%epment—trﬁ1

production praless technical assistance  (in guality control

pProduction schogadling, 1hf€ﬁtory management, technology adaptation:}.
export promotion, and eXper:t marketing.
b S

In the financial sector,” t}e Mission has su
development .0f a privately owned -
1s about to open fOr DUSINEEE aNd Promises vo be-a significant and
TMNOVETIVE contributor to Jamaican economic development. It
represents a long stride toward relieving the developmental
constriction implicit in traditional, risk averse Jamaican lending

-policies: Equally important is its demonstration of the capdbiliry

of the private sector to succeed, where a succession of government
development banking entities have failed. ,'Ana"iie“contribution to
national development will be made whlle it operates in a profit
seeking mode.

We are also examining the possibility of designing a major
preject in financial market development, which will focus on other
elements of financisl markets Lhat are under-developed in Jamaica.
These include export flnanc1ng. furtures markets, sophlstlcated stock
market segments for trading in options and ‘'various other hedglng
instruments, and a forward fore1gn exchange market

-<~,-..—-....--..--m.~--~»—-’-. e

In Tourism, we have undg; gogs:Lde ration a_sector program
desligned to encourage more financial support to the sector in the
3 : tion of planning and promotlonal aspects,

and some divestment of the GOJ's hotel holdings. It will encourage
harmonization of the efforts of the private hotel and tour
operators, who are most interested in site-specific promotion, with
the supporting activities of the Ministry of Tourism and the Jamaice
Tourist Board, who will concentrate on destlnatlon specific (i.e.
Jamaica) promotion.

And, finally. we are in the design stage of an institution which

will promote technology transfer through venture capital
investments. This draws on the experience of the last two years in
developing individual projects in solar salt and brine shrimp,
precipitated calcium carbonate, aluminium sulphate, parquet
flooring, and a variety of other manufacturing and processing
ventures which were advanced by the application of appropriate
technology at the: right moment.

everopment bankx. - This inseitution:-

oy

e
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PROPOSED PROJECT

EXPORT PROMOTION - MARKET DEVELOPMENT

FY 866 - 87
LCOP US$10 million

Project Ratiocnalc

This prciect will provide a comprehensive package of support
with the objective c¢f generating & surge of non-traditional exports
to £il1l the gap left Ly ithe c¢eatraction of the bauxites/alumina
sector. . It will be the fcundarinn of a program to this end, the
- ¢imensions-and -structure of which have evolved after months of - -

deliberation and discussion led by the Prime Minister's Task -Force-----—

on Exports. Active part1c1pants in the process have included the

Jamalca Exporters Association (JEA), the Private Sector Organlzatlon
of Jamaica (PSOJ), and the various public sector agencies with clese
and direct involvement in the export/forelgn exchange arena, as well
- as..USAID.- - . cem SRR

The principal bottlemecks to non-traditional exports that were o

identified were problems, solutions ¥o which require high level ™
expertise that is concentrated in the United States. Thus
institutionalizing the program through the vehicle of AID
project-type assistance was a natural choice.

Over the pasti severa. yeais, uUSAID has provided export
development support on an ad hoc basis. Through the Technical
Consultation and Training Grant we have supported small prométional
activities, in support of efforts of Jamaicans to capitalize on

. opportunities :opened -by the -Caribbean-Baesin Initiative. - We will -~ -~

continue this approach throughout FY 85 and into FY 86.  More -
recently we have entertained a request from the JEA for assistance
in developing a proposal for an export promotion project as a
private sector complement to a World Bank export development project
to be housed in the Bank of Jamaica. Thus the project proposed has
represented a rational consolidation of past experience and a
harmonization of the expertise and efforts of the Government,
 foreign assistance donors, and the private sector, toward the common
. goal of expending fcreign exchange earnings. The target suggested
by the JEA is to increase manufactured and processed experts from-
the level of US$160 million achieved in 1984 to USS$S60 million in
1987. While the proposal has been submitted by the JEA, the Mission
has not yet arrived at decisions conce:nlng executing agenc1es and
other institutional relationships.

Project Description

Each of the links in the chain of activities involved, from
factory to customer, will be addressed by &an element of the project,
for which there will be a separate budget component. Production,
promotion., and marketing are the broad categorical heedings under
which the various activities will be collected.

e
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Separate efforts will be mounted, within the context of 'the
umbrella project, for six specific product groups as follows:

Food, beverage and tobacco
Textiles and garments

Leather and footwear

Furniture and wood products

. Chemical and related

. Basic metal and mistellaneous.

-

-

oo W

In the first year the emphasis will be on the four areas that
have been tentatively identified z: having the most immediat
promise and for whiclh there aiready exists a significant base of
experience - tcxtiles znd garmzonts, furniture and, from the
‘miscellaneous category. electronlcs and data entry. . By the second -
- and third years, preparatory work w111 have been completed on the
“‘production side for institutionalizing in the project, programs fof
chemicals and mirnerals, Teather and footwedar, and handicrafts and &~
variety of other miscellaneous products.

~_ The organizational structure of the project has not yet been o
determined but a broad-outline has been tentatively agreed upon, and
reflects the views of the most directly affected entities, JEA :

“members on ‘the private side 'and the Prime Minister"s Task Férce o =~ 7
Exports on the public interest side. Moreover, the product group
categories are tentative. They were chosen because of their known
potential. However, flexibility must be retained to allow for the
possible emergence of high performing categories 'in response t¢
rmarket conditivns that have not been anticlpated.

Each product group will be overseen by, a lean, performance
oriented., quasi-autornomous orgenization. Peérformance targets will
be established and compensation packages will _include. a. variable, . . -.. =

L e e s

performance based component. At the head of each product group
staff will be an individual selected on the basis of speclalized
expertise in the product(s) involved. He or she would identify
firms with potentially marketable product and assist them in the
adjustments necessary to realize their potential. The appropriate
credentials and function of this person may vary from one product
group to another. However, the model that in our view holds the
createst promise for guick export earnings, 1s one in which the
Group Manager represents the business, orders product under
coentract, to specifications he provides, and markets the product
himself. This lead person would identify issues relating to
production, scheduling, quality control, promotion and other
impediments to the sale of the product abroad. He would then
specify technical assistance and other resource needs to clear the
impediments. He and his supporting staff would have their own
budget for these activities, and would identify the most apprepriate
and cost effective institutions and interventions to resclve the
problems. This may involve local private or public sector >
institutions, foreign advisors or other rescurces. Contracting ”ﬂi

rar
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modes will have to be developed which take into account the buying
firm's additional costs of assuring the state, gquality and volume of
the product. Other models with the same essential ingredients may
be appropriate, i.e., close relationships with the buyer expertice
in product development and guality control, and an interactive
process between those two elements.

~ Each product manager will work with individual producers to
improve their prouGucts sufficiently for market acceptance, and to
access appropriate markets. Each product sector will be given a
budget which will be developed to meet specified export targets;
these budgets will vary from sectoer to sector, depending on what
facilities zre alrecdy in piace. Budget allocations, including ivi
technical assistance, wili bLe divided into production suppor
(including plant lay-out, design, equipment selection, tralnlng and
guality control) angd marketlng support fwhich inciudes market - :
specifications and prices, quality and quantity requirements, orders
~and contracts for components, and financial counselling).

Production support will be programmed by the sector manager
-with the advice of the oversight committee and administered ds - " -
appropriate to each industry. The production support budget is to
be used to supplement existing programs, to break log jams, -and to.
provide a rapid response to changes in production parameters
dictated by new or changing markets.

The group would be motivared to find the meczt effective and
economical solution, because its compensation would depend, in part,
cn the net earnings in its product line. .

An umbrella oversight organization for. the project would
include one or more senior government officials, as well as
representatives of participating associations. The Government = -
member (s) would provide two way communication from the public sector
to the private sector and vice versa. Thils member would be chargszd
with assuring that the project remained in pursuit cof the objectives
for which the financial backing is provided. He would also play an
expediting role through interventions with other public agencies to
assure the continuous forward momentum of the project.

: An executive director will be selected to serve as the chief
- operating executive of the oversight committee, and will be retainead
under a PSC. He will report directly to the chairman of the -

oversight committee. He will be responsible for nominatirng
individuals to head and staff the product groups. The cgize and
composition of the oversight committee will be determined in the
project design process, by mutual agreement with the GOJ and the
participating private assocliations.
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Us$000

ILLUSTRATIVE BUDGET (USAID)

Project Mane&ger

Sector Mgrs @ US$12Z5 (4]
Support @ USH100
Contingency

Production Support
Garments/Textiles
Furniture/Wood
‘Data Entry/Electronics
Chemicals/Minerals
Leather/Footwear
‘Handicrafts/Misc.

Market Support
Garments/Textiles
Furnlture/Wood

~Data Entry/Electronics

Chemicals/Minerals
Leather/Fcotwear

ANNUARL TOTALS

Handigrafts/Misc., -~

FY 86

150
‘50
100
200

1,200°

400
400

400°

400

1,600

250
250
250
250

1,000

3,800

FY 87

150
500
100
100

850

400
400
400

400

1,600

200
200
200
200
200

200

1,200

3,650

(4)

FY 88

100
5C0
100
100

800

560
1,000

250

- Tm250

750

2,550

LOP
Total

2,850

4,200

3,750

10,000
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PROPOSED PROGRAM

Production and Employment V
Tourism Sector Program - US$4.5 million - FY 85

Problem

Overall foreign exchange earnings are expected to turn down as a
result of the contraction in the mining sector. The GOJ must
revitalize traditional earners of foreign exchange while
non-traditional exports are being developed.

Gver the last three years, tourism has beccme the number one
foreinn exchange earner in the Jamaican economy. Tourist arrivals
last year exceeded 800,000, and a target was established this year.
.for 1,000,000 arrivals. Gross receipts were US$43% million in-1984 -~ -~
and direct employment is approximately 12,400 in the hotel industry
with an additional 15,500 employed in related support services. The
demonstrations of January 1985 set the program back at least
temporarily, and arrivals (non-cruilse shlp} are down 18% from last
yvyear's levels as of March

Rationale T Lo .

The GOJ budget for tourism has been insufficient overall and
specifically for promotion of Jamaica as a tourist stop. Overall
expenditures on tourism promotion in Jamaica are less than 3 percent
of tourism receipts. Moreover, cooperaticn between the private
tcurist industry and the GOJ in tourism promotion and more broadly
wlll be necessary to permit Jamaica to reallze its potentlal in
‘tourism. : .

_The .GOJ,. a-few -years -age, -undertook -an effort to lease :
government owned hotels to the private sector or placed them in the
hands of private management. This policy and a general refurbishing .
of those hotels and others privately held have improved
substantially Jamaica's hotel infrastructure. The Government should
ge further in divesting its hotel holdings to bring in fresh capital
to maintain and develop its assets.

_Purpose _
This sector program will represent an amendment of the
. P;2gE%E3%E:EEEEEEEZgZEEEE:E:E?EETEE—?E?*EF?:K—gRbgﬂaﬂ:;nu tras.
already been obllgat disbursed ip FY 85. The purpose of the _
program wi e to ipgduce an expansion of the GOJ budget for tourism

in its 198%5/86 flsggl_xaa;__no encourage cooperation between the
pubTTc and private sectors in the development of tourism in Jamaica:
and to encourage acceptable forms of divestment of GOJ holdings in
the tourism industry.

R g
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Description of Activities

Within the framework of the Production and Employment program, a
cash grant will be made with disbursements keyed to progress in the
areas of the GOJ tourism budget, GOJ/private sector cooperation, and
divestment. The foreign exchange provided will enable Jamaica to
continue to import productive inputs for its economy as a whole.
Jamaican currency equivalent to $4.5 million will be allocated by
the Government of Jamaica to agreed tourism activities.

Beneficiaries

toies 2scistance is aimed at alleviating Jamaica's persistent,
severz teresign exchange shortage. The program will have a favorable
impact on the macro-economy and through action on the policy
~measures indicated, on the important tourism sector, in particular.
Accordingly, it will benefit the entire population of the island.

TCTG Geoals and Benchmarks

“The Technical Consultations and Training Grant (TC&TG) Project,
initiated in June 1981, has been one of the most useful tools to
allow the Mission to respond quickly, flexibly, and effectively to
"private sector activities requested by the GOJ and private sector
organizations. For FY 1986 and FY 1987, the Project will continue
to focus on assisting the GOJ and Jamaican private sector to
alleviate constraints to economically productive activity, make more
effective use of capital resources, and attract new investment. The
Miesion 15 preparing a strategy which serves to target our
assistance under TC&TG to the three key areas of export development
investment promotion-and employment generation.

The project focuses on six categories of activities which will:
be funded during FY 1985, 1986, and 1987 and beyond, which are:

(1) policy dialogue support, which will focus on policy issues
at the macro-econocmic and sectoral level:

(2) technical assistance for structural adjustment, which will
address structural problems such as trade and exchange rate

restrictions:

(3) export development and tourism, which will inciude
assistance for the Kingston Export Free Zcne, Montego Bay
Free Zone, JIDC, JNEC, JEA, JHTA, etc.

(4) 1investment promotion, which will include support for the
JNIP and private sector groups;

(8) agricultural development, including support to the Jamaica
Livestock Association and other agricultural activities; and

S
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(6) 1industrial development. which will include support -for the
establishment of the Technology Institute, and continuing
support for IESC, JIDC and others.

While the Mision has targeted six key categories to be funded
under the Grant, the Project must retain flexibility to respond to
new situations which may arise, to innovative ideas, and to pilot
efforts which could lead to further project development. Much of
what is funded under TC&TG in the future will be integrated closely
into the overall objectives of the CBI.

Iv. Evaluation Plan

The next ¢valuation of the TCA&TG Project is scheduled for July
1985 and will focus on areas of assistance and how well we have
addressed our objectives in the principal areas of export
development, investment promotion, and employment generation. The
major issue which this eviluation will address is whether or not
USAID's support to Jamaica's private sector development 1s focussed
on the proper priorities. The evaluation should identify the
_adJustments required to develop assistance more in 11ne with 7 7~
economic conditions existing at that tlme

As'a result of the recommendations of the July 1983 evaluation
of the Project, there was a concerted effort by the Mission to
increase the spread of productive assistance to the Jamaican private
gsector. Therefore more activities were funded directly with the
private sector. Prior to the evaluation, 76 pruijiects had been
fiunded i1n tne public sector and only ten in the private sector. As
of December, 1984, there were 40 public sector activities and 56
private sector activities.

Trafalgar Development Bank .. . . . . : S -g—%w¢~

"The overall goal of the Trafalgar Development Bank (TDB) is to
promote, develop and finance both new and expanding, privately
owned, sustainable economic ventures in order to improve the
economic and social well-being of the people of Jamaica while
providing a market rate of return to its equity shareholders.

~ The Bank has institutional, investment and development
"objectives among which are the following:

(1) to develop and maintain a strong net worth borrowing base
of sufficlent size to access loan funding from USAID and
other potential international investors;

(2) to develop alternative and complementary domestic and
international funding sources;

will bring effective management, creativity and dedication

(3) to establish a professional development finance staff that .ig
to the institution; and - S
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(4) to develop and manage a system of financial control and
monitoring to ensure that all applied resources effectively
achieve the goals of the institution.

The Bank's investment objectives are:

(1) to provide medium and long-term credit in both local and
foreign currency, and to underwrite, promote, syndicate and
make equity or quasi-equity inves.uwmeuts in private sector,
productive activities of Jamaican enterprises;

{(2) to develop a significant non-asset based source of fee
income.

The Bank's developmental objectives are:

(1) to act as a catalyst in accelerating the economic growth of
the-Jamaican economy through initial and ongoing assistance
to clients in loan packaging, project development, project
management and application of long-term international arnd
domestic resources towards these ends; _ R

(2) to ensure that all investments are for activities that are
not damaging te the Jamaican environment; and

(3) to collect, analyze and evaluate information regarding the
economic impact of project investments while preserving the
financial propriety of its clients.

B. Benchmarks

TDB is expected to become operational in April, 198% and
intends to concentrate initially on projects in agri-business and
manufacturing, although other sectors are not excluded. Because .of
the large import requirements of new projects and the expected
gradual build up of export sales, TDB is not likely to have a
positive impact on the net foreign exchange earnings situation for
several years. Foreign exchange savings, new employment and
incremental investment are also expected to build up slowly., but in
contrast to foreign exchange earnings., these factors are expected to
be positive from the beginning of FY 1986. The table below
summarizes TDB benchmarks over the next three fiscal vears.

FY 86 FY 87 FY 88
Employment Impact (no. of individuals) 162 . 347 387
Net Foreign Exchange Savings US$1.0 M Us$d.1 M US$9.6 M
Net Foreign Exchange Earnings (US$6.4 M) (US$3.3 M) (Us$z2.8 M)

Incremental Investment
Attributable to TDB Us$lda.z M Us$i6.2 M US$l7.5_M
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. C. Evaluation Plan :

An interim evaluation of TDB is scheduled for January 1987
(18 months after first disbursement or after disbursement of
$10 million, whichever comes flrst) The evaluation will focus on
the following points:

1.

2.

The impact of sub-loans on the borrowers' businesses in
terms of increased income and eu.ry 1hto new markets;

The macro-economic effect of the TDB's ope
fereign exchange earnings, employment gene

.
incomAes ;]

The effectiveness of the TDB's financial operations in
relation to its clients requirements; and

Progress in recruiting and training Jamaican staff of the
TDB.
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C. EDUCATICN AND HUMAN RESOURCES DEVELOPMENT

In face of the contracting Jamaican economy, a major challenge
to the GOJ is to strengthen the management of its education and human
resources training system. Jobs will not be created by more
effective education and skills training programs alone. Rather,
employment will increase only through a sustained recovery in the
Jamaican economy. However, a sound basic educational system and
related skills training program is essentia. t0 increased production,
rural development, lower fertility rates, and increased health and
nutritional status. An improved Jamaican basic education and skills
training svetem will also assist in the transfer of new knowile dge.
techinoiogies and skills, attitudes and behavior essential for
acsisting econeomic development andg the restoration of quality social
services. '

‘Constraints

Today the poor guality of primary education is having adverse

effects on secondary education, and vocational training activity, and
the si3lls nepded-for Ihe schopl l1eaver Ta FTITJ I IVW. -

Before the present Prlmary TextbooX project (a 301nt effort
invelving USAID, the GOJ, private sector and other foreign donors),
the Ministry of Education (MOE) could supply only one Mathematics and
one English textbook for approximately every three students in grade
1 through 3. The lack of adequate texts for the entire primary
school program, grades 1 through 6, is a critical situation.
Furthermore, many primary school buildings are old and in an advanced
state of disrepair. The MOE's ability to provide, renovate and
maintain school places had fallen with the decline of the economy
during the period 1972-1980, and recovered only moderately since.

) The absence of effec i j j
another critica i - There is an archaic

system of data collection and analysis. There is not enough
coordination between government bodies directly involved in education
‘and training. Exchange of information among education and training
authorities, employers and the labor market is sporadic.

There is a wide variety of formal skills training programs
throughout Jamaica, as well as a multiplicity of PVQO organizations
offering non-formal organizational and training skills. Over 200
Jamaican PVOs are addressing unskilled and semi-skilled labor needs:
for basic functional skills for employment.

Yet another constraint to the recovery of Jamaica's economy is
the lack of skilled personnel in nidoto.uppar levael management
posiTions. This constraint is pervasive in both leading private and
public organizations, as well as the Jamaican cooperatives and credit
unions, which are essential to rural and urban development programs. - ¢




86

‘Goals and Objectives

USAID's overall education and human resources development goal
is two-fold:

-- to assist the GOJ to provide an improved basic education
system, consisting of an adeguate, universally avallable
primary education, and the opportunity for relevant continuing
education for youths and adults; ana

~- t0 increase substantially the number of Jamaicans with
appropriate occupational, technical, and manzgerial skills to
Tonptribute to the sustained recovery of rhe Jamalcan economy.

Objectives of the USAID program in meeting these goals include of the
fellowing: :

--. assisting the MOE in improving its management of the primary
education system;

-~ assisting the GOJ in relating its vocational education angd
skill training programs to the needs of the labor market;

~. developing non-formal education/training programs and rural
social services genuinely related to local community
development needs, participation and increased self-employment;

-- 1mprov1ng the management capabilities ¢f Jamalican development
inctitutions to bring about improved product1v1ty. increased
income and employment: and '

- strengthening key public and private institutions essentiazl to
economic recovery and the development process by the provision =
of U.S.. regional and in-country long and short term training
opportunities to qualified Jamaican personnel.

AID Interventions

In order to alleviate the constraints facing the education and human
resources sector, AID resources will be used to support the following
activities:

-- the continued provision over the next four years, of ‘
‘appropriate textbooks and teacher manuals for 350,000 students
in grades 1 through 6;

-- the renovation and construction of additional classrooms for
approximately 50 primary schools, to complement IDB assistance
for construction of new classrooms;

Eiﬁﬁ
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the institutional strengthening of the MOE Planning and
Development Division, including analysis to develop policy
alternatives for greater efficiency in the prlmary educatlon
system;

assistance to the coordinated manpower data analysis effort of
the MOE Planning and Development Division and its sister
offices in the HEART Trust and the Planning Institute of
Jamaica through both the proposed rrimary Education Project and
the on-going Basic Skills Training Project;

continued support to the Construction Rescurce and Development
Centre to provide improved research merhodologies and manpower
data analysis for the specific labor reeds of the construction
industry:

- efbansidn'of'MOE'vecat{onal educaticnal schools and HEART
skills training institutions as dictated by the demands of the
labor market, through the Basic Skills Training Project:

institutional strengthening of the CVSS/United Way to progranm
financial and human resources to 20-40 Jamaican PVO's working
at the community level;
voluntary technical assistance exchanges between skilled
expatriates and Jamaicans, and commodity assistance with
selected PVO programs through the Partners Program, technical
~assistance from the University of Minnesota, the Brother's
Brctuer Foundation and others:

special development assistance to selected local communities

which have alréady manifested significant progress in

addre551ng local development needs and which need relatively =«
‘small but’ rapldly disbursablé findncial resources to achieve

their objectives;

continued institutional strengthening for three of Jamaica's
mainline, and more effective, institutions of management
training:

collaboration with the Regional Development Office/Caribbean in
conducting a regional demands/needs assessment for graduate and
undergraduate management education and practitioner level
training;

the design and implementation of a 5-10 year m&hagement
education and training project which will provide increased and
sustained assistance to the most effective Jamaican
configuration for the provision of modern management training
methodologies; and

assistance to the National Union of Cooperative Socleties 3ii
(NUCS) and the Jamaican Cooperative Credit Union League (JCCUL) ™%
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to provide improved management, financial and operating systems
and training to Jamaican cooperatives and credit unions.

Individual New Project Descriptions

Primary Education Assistance (532-0126)
Initial Obligation: FY 1985 ’
LOP Cost: $10.0 million

The I'rimery kducation Assistance Project (PEAP)for FY 1985-88 will
aseisr Tne MOE to reverse the overall declining performance level of
the primary education systems, which in turn has affected the guality
and ‘relevancy of secondary education and vocational skill training.

PEAP is consistent with A.I.D.'s policy objectives in that it will
assist the MOE to provide relevant and universal primary education as
an essential basis of literacy and numeracy skills on which other
appropriate occupational, technical and managerial skills can be
built. The MOE has enlisted the coordinated financial resources of
the GOJ, donors, the private sector and local communities to address
constraints in the primarty school food/nutrition program, adequate
textbooks, school facilities, and educational data research and
planning.

PR

PEAP 1z concistent with USAlb/Jamaica's overall strategy in that it

will assist the MOE to provide basic literacy and numeracy skills
-essential for later professional training for skilled personnel
required for a productive and sustained economic recovery progran. _
The project will also assist in the long term institutional reform of - -
the MOE through a strengthened Planning and Research Division, the

short term reversal of declining social services and the provision of
immediate employment opportunities in school construction and

renovation.

The project purpose is to provide rapid and effective assistance to
the MOE to address three critical constraints in the present primary
education system: namely; (&) the lack of adegquate instructional
"materials in grades 1 through 6; (b) the lack of adeguate physical
space to match increasing demand for school enrollment, particularly
in the urban and suburban areas; and (c) the need for improved
efficiencies in data collection, analysis, and policy formulation
within the MOE Planning and Development Division.

Ptimary Textbooks

This component will assist in the expansion of the primary
textbook program and its institutionalization within the MOE. Each ﬁga

year the project will provide approximately 2,616,000 Mathematics and :
=]
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English téxtbooks and teachers manuals to 250,000 students (an
average of 7-10 textbooks per student) in grades 1 through é in
public primary and All-Age Schools. The following is an illustrative
budget. - '

Textbooks

1984-8% _ ’ US$250;.OOO (TCTG)

-_(completed)

1985-25 UsS$200, 000 (TCTG)
i98B&6-R7 Us$200,000 (PEAP)
1987-88 o US$200,000 (PEAP)
Technical Assistance

85-87 long-term TA US$180, 000
advisor to Primary

Textbook coordinator

short-term TA curriculunm Us$100, 000

development, financial planning,
evaluation, etc.

Such assistance wouid be conditlonal upon the MOE committing
"its annual textbook budget to the project for the four year period
-1985/88 for a total of J$3,200,000; the continued and increased
commitment of the Jamaican private sector: the continued commitment
of CIDA/CODE, UNDP/UNESCO and other donors, the appointment of an MOE

Coordinator; and the definition of an explicit project goal of
institutionalizing within the MOE and private sector of Jamaica a

self-sustaining annual primary textbook program.
School Facilities

"The MOE, through its own financial resocurces and the IDB
program, is currently upgrading new classrooms/schools at 42 sites,
inclusive of 32 new construction programs. This effort addresses
about 25% of the estimated construction need. The proposed A.I.D.
School Facilities component will call for an agreement with the MOE
to renovate approximately 50 existing primary schools, while
encouraging the IDB to provide additional funds, as may be necessary,
for new primary school construction in rapidly growing urban and
suburban areas. In addition, the school maintenance system would be
reinforced by funding appropriate in-country training programs ang
assuring funding for the maintenance program. Such capital
assistance for construction would reguire evidence on the MOE's part
of an effective bid tendering, construction and inspection system.
USAID's contribution to this school construction/renovation program
is expected to be US $2,102,000,.
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'MOE Planning and Developmen: Division .

This initiative will be coordinated with the Research Sector

Assessment.

Activities to be conducted under this aspect of the

program will 1n1t1a11y consist of a three person team for four months
to assist the MOE in the following:

development of an improved and effective system
within the MOE Planning Unit for the collection and
analysis of accurate education and human
resources/manpower data of the primary, secondary
and tertiary education schcol svstem:

assistance to the MOE Planning and Research
Division to institutionalize a permanent capability
for systematic policy formulation and planning;

‘improved coordination with other GOJ entities,

i.e., the Planning Institute of Jamaica, other
ministries and the private sector, to ensure
relevancy of education/training programs to the
labor market; and

" assessmernt 'of the financial resources of the MOE

budget, and recommendations for more effective
utilization of these resources in coordination with
private sector and donor community resources.

The 1llustrative budget for the three person team is:

The Summary

Primary Education Planner $ . 36,000
Education/Manpower System

Analyst 36,000 =
Educational Economist 36,000
Contingency/Inflation (10%) 10,000

G&A (12%) 13,000
Support Service in-country 3,200

Support services/equipment
for MOE Planning and
Development Division 15,000

TOTAL $ 150,000

Project Budget for FY 1985/86 1is:

Primary Textbook Project $ 748,000
Primary School Renovation and

Construction 2,102,000
MOE Planning and Development 150,000

TOTAL $3,000,000
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The Mission requests PID/PP approval authority for FY 85/86
funding ($3,000,000). Follow-on activity in FY 87/88 in renovation
and construction for primary schools textbook production and
"assistance to MOE Planning and Research Division will be $7,000,000.

Goals and Benchmarks

Goal #1 - to assist the MOE in improving its management of the
primary education system. Quantifiable benchmarks in relation to the
"Primary Education Assistance Project will be:

Primary Textbook Program

- The annual successful distribution of approximately
2,616,000 Mathematics, English and other primary school
textbooks and teacher manuals to all public school
students in grades 1 through 6;

-- the annual GOJ budget commitment of J$800,000 to the
textbook program and increased private sector
participation;

- multi-donor assistance to the dévelopment and
institutionalization of the textbook programs:
-- MCE appointment of Textbook Program Coordinator; and

-- an MOL definition of an explicit intention to
- institutionalize the textbook program on an annual basis
with private sector and parental assistance,

School Facilities

- identification of approximately 50 primary schools for
additional classroom construction and renovation; o

- architectural and engineering specifications for the
construction and renovation;

--  bia tendering, construction monitoring, inspection and
acceptance system acceptable to USAID: and

-- evidence of an expanded IDB/MOE primary school
construction program in conjunction with the USAID PEAF.

Improvments in the MOE Planning and Development Division (PDD)

- MOE scope of work (on data analysis., planning and policy
formulation) for a team consisting of a Primary Education
Planner, Education/Manpower System Analyst and Educatio
Economist; -
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-- development of an improved and effective system for the
collection ané analysis of education and human
- resources/manpower data;

- the institutionalization of systematic policy formulation
and planning within the PDD; and

- improved and effective coordination with other GOJ
 training entities, the Fliauning Institute of Jamaica, the
HEART Trust, and the private sector to ensure relevancy
of education/training programs to the labor market.

Geal #2 - to assist the GOJ to relate 1%s vocational education
2nd e¥111 rtraining programs efficiently and effectively to skill
needs of the labor market. '

Basic Skills Training Project

e the institutional development of the HEART Trust as the
National Training Board responsible for regulating, :
approving funding for, coordinating and evaluating all of
Jamaica's skill training programs; -

-- - the policy formulation, establishment, construction,
equipping and administration of four HEART academies in
the subject areas of construction, commercial skills, and
electrical repair and maintenance;

- the upgrading , expansion, and coordination of non-formal
skills training programs as administered and implemented
by the HEART Trust, the Ministry of Youth and Community
Development/Non-Formal Skills Division, and the Social
Development Council; '

- the establishment, renovation, equipping and
administration of ten (10) vocational technical high
schools within the formal education system: and

- the effective coordination of manpower data analysis, its
relevancy to skill training programs and the needs of the
laber market between the HEART Trust, the MOE Planning
and Research Division, the Construction Resources and
Development Centre and the Planning Institute of Jamaica.

Construction Resource and Development Centre (CRDC)

- - the establishment of the CRDC with sufficient perscnnel
and financial resources tc provide an industry oriented
data-base to serve as a basls for improved planning,
operation, training and coordination;

aé-l‘i
o
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- the establishment of a well developed and trained
workforce in the construction industry through the
establishment of pilot-training program; and

-- increased communication, cooperation and coordination
between the construction industry and other pertinent
organizations in the public and private sectors.

Goal #3 - to contribute to the overall economic recovery of
Jamaica at the grassroots level by developing non-formal education
and training programs and rural based soclal services related to
loczl community development needs, participailion and increased
eeif-employment.

Voluntary Sector Development Project

- strengthened institutional capacities of the Council of
Voluntary Social Services/United Way to assist Jamaican
PVO's to provide appropriate development assistance;

- twenty PVOs becoming viable development organizations
attracting and utilizing development funds from
international donors;

- the establishment of a Voluntary Sector Development
Office within the CVSS/UW;

- the establishment of an effective means of raising furdes
for Jamaican PVOs engaged in self-help programs in
agriculture, vocational skill training, day care, and
basic school and health programs.

Spec1al Development Act1v1ty Fund
--- 15-20 community self-help projects receiving limited financial
resources ($4,000 - $15,000) to complete development projects which N
have an immediate impact in improved self-employment schemes,
education and training, health, agriculture and rural development
services.

Rural Services Development for Special Children

-~ establishment of Kingston-based extension services for
handicapped children and their familles in rural areas,
where such services are non-existent;

—- establishment and development of rural community-based
programs for handicapped children in areas of health,
special education and vocational training: and

-~ establishment of linkages between urban and rural
~ programs relevant to handicapped children..

5.
e
S
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Partners of the Americas Voluntary Technical Assistance

-- institutional strengthening to Partners of the Americas
organization in both Kingston, Jamaica and Western New
York, USA;

- increased and effective voluntary expatriate and Jamaican
technical assistance to selected development activities
in Jamaica, which focus on small business, skills
training, agriculture, arts and culture, the handicapped
and women in development.

- establishment of skills banks of voluntary technical
assistance in both Jamaica and Western New York to
address a lack of skilled technical adv1sors in the
Jamalcan PVO communlty, ‘and

-- ‘increased membershlp. individually and corporately, in
both Jamaican and Western New York partners, and more
effective methods of fund raising to assist in the
self-sustainability of the National Association of the
Partners cf the America Program.

Brothers' Brother Foundatlon

- timely shipment of US-donated development specific
equipment and supplies, such as agricultural tools,

. seeds, and materials, medical cguipment, supplies and
drugs, educational/training books and materials, and
other goods which are needed by Jamaican phllanthroplc
and development organizations; and

-2 - effective utiliZatién of this equipment and goods by the
Jamaican organizations to assist in specific development
programs and the general social and economic development

of the island.

Goal #4 - to improve the management and organizational
capabilities of Jamaican development ‘institutions to bring about
improved productivity, increased employment and incomes and general
.quality of life.

‘Cooperative Development and Training

- increased growth and improved development of Jamaican
cooperatives and credit unions;

- improved managerial, financial and administrative
services at Jamaican credit unions and cooperatives;

- improved and effective training programs for both
cooperatives and credit unions:; and
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- increased financial resources and productivity for rural
and urban development organ1zat10ns utilizing Jamaican
cooperatives and credit unions. )

Management Training operating grants and potential Regional

School of Management

- strengthened capacity of key public and private sector
' institutions, i.e., Administrative Staff College (ASC);
Jamaican Institute of Management (JIM): and the Institute
of Management and Production (IMP) to respond effectively
to the mid and upper levels of management skills
requirements of the Jamaican laboer market;

- an increased number of trained and skilled faculties at
the three mainline institutions in such areas as _
marketing, business and financial management, strategic
planning, organization and management programs, etc.;

- improved syllabi, curricula, and case studies in the
subject areas mentioned above

-- shipment and utilization of select instructional
materials and educational equipment to assist in the more
effective training of mid to upper level private angd
public sector managers; and

- an analysis of effective dzmand and need for private
sector management training in the English-speaking
Caribbean on the practitioner, undergraduate and graduate
level. . .

.. . @Goal #5 - To strengthen key public and private institutions
essential to the Jamaican economic recovery and the development
process through the alleviation of skilled human resources —
constraints by the provision of U.S., regilonal and in-country

training opportunities to gualified Jamaican personnel.

--  expanded and focused LAC 1I training program which is
supportive of. the goals of this Action Plan: and

- a LAC training plan which expands coverage of the
training program to women and to the economically
disadvantaged.

EVALUATION PLAN

The assessments, evaluations, special studies scheduled for
FY 1986/87 are:

-- Demand/needs assessment of management training and g
education at the graduate, undergraduate and practitioner .-+
levels throughout the Eastern Caribbean - August, 1985; :
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Basic Skills Training/evaluation - September, 1986;

MOE Planning and Development Sector Assessment -
March, 1986, ’ '




D. HEALTH/NUTRITION/POPULATION
1. Health and Nutrition

Significant segments of the Jamaican population are in poor
health. As the country's economic situation worsens, the increased
costs of basic foodstuffs will further reduce the already low
nutritional levels of the populativii. This will have its greatest
effect on the young, the poor and the unemployed, all major
population segments which woulé be least equipped to handle the
expncoed economic contractions of the next two years. Such adverse

of rhese groups.

~-' Constraints
Higher costs of health care service delivery, continuing
devaluation of the Jamaican dollar and the scarcity of foreign
exchange will cause an increase in the costs of health personnel,
necessary imported drugs and medical equipment. This will make it
increasingly difficult for the GOJ to opezate the publlc sector
health systems-.at.acceptable: lJevels.. . - e

The present government inherited a system of providing
universal free medical attention. In attempting to rationalize
service delivery and introduce a modest fee for those able to pay in
an effort to reduce costs, the government uas encsuntered resistance
from the public. The system is also faced by the inappropriate use
by clients of the primary and secondary health care services,
thereby adding unnecessary financial costs to an already
overburdened budget. These problems are compounded by the exodus of

‘medical-personnel-from:the public-sector-and from-the country:. "As &
consequence, the quality of health care in the Jamaican public
sector continues to suffer.

Goals and Objectives

The goal of USAID/Jamaica in the health sector is to respond to
the deteriorating health status of the Jamalcan population by
1mprov1ng the efficiency, effectiveness and equity of the prlmary
ST oL Sng by develogpling -4l
lnancing activities for the public sector. AID's goal in the
T OIS E T T 1T U0 T elleVE LhHe JiSuresy Or The poorest segments
while improving the long range human resources development of the
COUntry.

The Ministry of Health (MOH) has reccgnized these specific needs
and continues to support programs aimed at primary health care znd
alternative health care financing. The Mission goal, therefore, 1is
in keeping with the priorities expressed by the GOJ.
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Among the upper-middle and highest income groups, current
economic stabilization programs are not likely to jeopardize
maintenance of existing health and nutritional status. It is
believed, however, that without targeted interventions, the
lower socio-economic group, particularly the most vulnerable
sub-groups of infants, young children, pregnant and lactating
women, the indigent and the elderly, will experience a
significant decline in their health and nutritional status.
AlID's PL 480 program will assist the GOJ in providing
nutritionally adegulte foods targeted to those segments most in
need.

USAID will continus, therefore, (o provide assistance tco
the MOH and cther health/nutricvion institutions operating in the
public as well as private cectarc, in order to reduce the levels
of morbidity, mortality and malnutrition. Furthermore, because

assisting -the GOJ.to develop alternative approaches to health - ------
care financing. These approaches include the study of such

schemes as cost containment, performance budgeting or increased
income generation through alternative funding sources.

The objectives of USAID interventions can_be broadly stated
as follows: (1) reduced infant mortality rates; (2) decreased --- -
incidence of communicable diseases; (3) improved nutritional
levels among infants and young children: and (4) an equitable
delivery of health care services to lower socio-economic groups,
especially the vulnerable sub-groups.

AID Interventions

Cngoing Activities

~-.. The existing Health Management Improvement Project (HMIP) SRt
(532-0064) is an $8.6 million loan and $1 million grant aimed at
assisting the MOH to address problems in the primary health
care/nutrition sector. The Project provides for training,
technical assistance, development of management procedures,
improved working conditions for health professionals in the
primary health care facilities and the development of a
comprehensive health information system. A nutrition
surveillance system is also provided for improved food and
nutrition planning.

- As a result of the November 1984 AID/IG audit, the HMIP has
received high priority attention of the MOH. In an attempt to
close the audit recommendations, the Minister of Health has
headed a special task force and has personally assured the
implementation of Project activities. As a result, US technical
assistance, minor health center renovations and other segments
of the Project that were behind in implementation are now
beginning to get on track.
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Under the HMIP, and also through the utilization of PD&S
funding, USAID is assisting 'the GOJ to explore alterratives to
health care f1nanc1ng WOrkshops, overseas training and
observation visits, and the provision of technical assistance

- will continue to aid the special GOJ Task Force assigned to

select financing schemes adequate to the Jamaican situation.

Activities will continue under the HMIP utilizing available
project funds. As a logical sequence, however, the USAID health
strategy proposes o €W Drolect far FY 1987 __(see description
b¥Yowr — INMItial work done under the HMIP in the area of
alternative health care financing will be expanded under this
new project, as will activities zime¢ at containing the high
costs of drugs and medical supplilies required for the primary

health care system. Ip particondor o5 oprepese—so—id 1

jmportation of US$7 million of pharmaceuticals, subject to
confirmation a 1§ can be accomplished expeditiously and~in- - -

strict conformity with governing procurement regulations.

_ In order to provide long term direction in the nutrition as
Wwell as other sectors for both foreign donors and the Government
of Jamaica, a multi-agency food policy planning and analysis
activity is planned for FY 86 - 87. Information currently being

collected and analyzed regarding personnel, food expenditures,

import policies, local agricultural production and nutritional
status will provide USAID and the GOJ with an appropriate
baseline. USAID, utilizing PD&S funds, will continue to provide
the technical assistance and related support costs for this
activicy.

A Government of Jamalca "Food Security Plan" was
implemented in July, 1984, as an intervention targeted at the
nutritionally wvulnerable sub-groups. USAID will support this

-~ short-tesem solution. through: the PL-480 and Section 416

programs. These commodities support food stamp, school and
institutional feeding and nutrition rehabilitation programs.
Counterpart generations from PL 480 Title I sales are allocated
by the GOJ to support administrative overhead of these
programs. USAID will continue to provide technical assistance
to the "Food Security Plan" and will encourage expansion of the
focd stamp program in order to provide adeguate nutritional
support to the targeted sub-groups.

The overall target group being addressed under USAID health
and nutrition assistance programs is identified as the lower
middle class and poorer segments of the population presently
served by the Ministry of Health. This group has been rapidly
increasing in numbers as the increasing ranks of the unemployed
and underemployed and those Jamaicans of the marginal middle
class are forced to rely on MOH facilities for health care.
Specific target groups, however, include pregnant and lactating
mothers, children 0 - 5, and other users of the primary health
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care facilities. It is estimated that approximately sixty
percent of the total population of Jamaica benefits from
USAID-assisted programs in the health/nutrition sector.

New Project Description

Alternative Health Care Financing (532-0125)
Est. LOP Cost: $3.0 million Initial FY of Obligation 1987

{1) Major éev.lopment problem addressed.

In recent vears, with the deterioration of the Jamaican
economy, increased financial demands on the public health
care sector have caused « rapid deterioration in quality of
service. Because of tihe 1imited available drugs and
medical supplies at the primary health centers, patients
“‘are increasingly seeking health care at the secondary '
facilities, which in turn have become overtaxed. 1In order
to remedy these situations, the MOH has indicated a strong
. desire to explore alternative health care and cost
_containment schemes. '

(2) Relationship to AID policy.

The proposed development of alternative health care
financing and cost contalinment schemes is in keeping with
the Agency's health sector policy, particularly with
regards to the promotion of active participation of private
health sector groups and the adaptation of systems, such us
health maintenance corganizations (HMO's), to the public
health care sector. The Project will encourage the GOJ to
alter those policies which impede the effectiveness,
efficiency and long term viability of health programs and
-will 'also seek opportunities to utilize- private sector
health providers and private sector financing to the
maximum extent feasible in the Jamaican health programs.

(3) Consistency with Mission Strategy.

In Keeping with the Mission's assistance to the GOJ in the
development and implementation of sectoral policy reforms,
the proposed health activity for FY 1987 would require
major policy reforms on the part of the Ministry of _
Health. These reforms would be aimed at the financing of
secondary as well as primary health care, and containment
of costs through major administrative reforms. Payment
schemes, such as prepayment or fee-for-service, would be
explored, tested and implemented. New strategies for
reducing operating costs will also be considered. 1In
keeping with the Mission's overall private sector strategy,
increased involvement of private sector groups that provide
health care financing, such as Blue Cross of Jamaica, Life
of Jamaica and other insurance companies, 'would be
encouraged.

e

)
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(4) Major Components, Activities, and Implementing
Organizations. ‘ :

The Project would require expatriate technical assistance,
particularly from U.S.-based organizations that have had

_ experience with alternative health care financing schemes
in both the public and private sector. The Group Health
Association of America and state level agencies would bhe
considered for the provision of technical assistance,
together witli private consultancy firms having experience
in this area.

In-country baseline data will Le collected and feasibility
studies wiil be conducted. 7The Project will also require
the establichment of a reliable national level information
system. Computer hardware, software and specialized
programming will be provided under the Project.

In~country staff training will be carried out at all levels
in order to implement the new systems. Overseas training
and observation visits will be funded by the Project.
Start-up activities will require the provisicn of office
and medical equipment and supplies,

Present health activities inveolve the participation of
various U.S. and Jamaican PVO's. It is planned, therefore,
that the new health project would also rely on these
groups, both for available technical assistance and the
implementation of some Project activities, U.sS.
organizations, such as Project HOPE, and Jamaican
institutions, such as Operation Friendship, could be
identified as suitable candidates.: -

The Project's quantifiable goals would be the percentage of
increases in new funding avallable for health care as a
result of Project initiatives, as well as the percentage of
decreases in per capita operating costs. It is proposed
that the MOH operating costs per capita would be reduced by
20% during the life of project.

(5) Financial Plan.

The MOH has indicated that alternative health care
financing and cost containment are priority areas of
concern for the GOJ ané that it therefore wishes to seek
assistance from USAID in FY 1%87. It is anticipated that
sufficient GOJ counterpart funding would be forthcoming.

The FY 1987 DA grant funding for the proposed three-vear
alternative health care financing project is estimated at
U.S. $3 million, (approximately US$ 1 million per year).
Project costs would involve: Expatriate Technical
Assistance (%$900,000): Studies and Research ($600,000);
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Data and Information Systems ($400,000); Overseas .
Commodities, including computer hardware and software
($600,000); Overseas Training ($200,000); Local Training
($200,000); Local Technical Assistance and Other Local
Costs ($100,000).

(6) PID and PP approval.

The PID would be prepared in early 1986, with technical
assistance {cum LAC/Health and PD&S funded consultants.
The PP would be reviewed in Jamaica and the Mission would
request approval authority.

Sectoral Benchmarks

The adoption by the GOJ of major policy changes and the per
capita reduction in public sector health costs could be used as
benchmarks for measuring the success of the new Project.
Examples of policy changes might include the introduction of
fees at the primary health centers or the contracting of
services that do not require health-specific technical
capabilities (such as building repairs, laundry services or drug
supply distribution).

Evaluation Plan

Two special studies for FY 1986-87 will contribute to the
food policy planning and analysis activities. Through a
cooperative agreement with the United States Department of
Agriculture's Oftfice of International Cooperative Development, &
- team of agricultural economists will study the effects of PL 480
"and Section 416 programs on food consumption and agricultural
production in Jamaica.

Also during FY 1986-87, the Health Management Improvement
Project will undergo interim and end of project evaluations.
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2. Population

Jamaican leaders recognize the vital role that population
growth plays in the economic and social development of the
country and are committed to maintaining a strong national
population and family planning services program. The increasing
growth in absolute numbers of the adolescent population and the
high incidence of teenage pregnancies have accentuated the
concern of all GULJ sectors to work towards reduction in overall
fertility rates.

While the overalil annual population growth rate has heen
relatively stable - it is presently estimated at 1.6 percent -
the crude birth rate {(ChR} iz fairly high at 29 per thousand
total population. The goal of the GOJ and USAID is to reach a
CBR of 20 per 1000 by the year 1990 Although the total number
of Tive births appears to be on'a sllght decline in recent
years, (57,500 in 1984 vs. 59,000 in 1983), unfortunately the
proportion of these births attributed to the under-19 population
is on the increase, thereby giving rise to greater concern for
adolescent fertility programs.

Constraints

There are three major constraints facing Jamaica in dealing
effectively with its population problem: (1) the contraceptive
services delivery system does not reach the target groups most
in need; (2) there are deep-rooted soclo-cultural barriers to
the ¢ffective use of contraceptives; and (3) there is a lack of
readily reliable demographic and other populatlon related data
reguired by national population peolicy makers

The Jamaican family planning effert relies on the
distribution of contraceptives through the Ministry of
Health's network of health facilities and through the National
Family Planning Board's commercial retail sales program.
Nevertheless, one of the prime target groups, the
sexually-active adolescents, which in recent years appears to be
increasing in numbers, does not have ready access to these
outlets. Effective and culturally acceptable alternative
distribution schemes must therefore be developed to accommodate
this group.

Strong beliefs, such as those which tend to require
motherhood as a proof of passage to womanhood, or the proof of
manhood by the number of offspring, continue in the society. A
family 1ife education program, which includes the family
planning component, is therefore required in order to begin the

"long process towards value and behavicral change, especially
among adolescents and fertile age couples.

_ The principal Jamaican institutions responsible for the
provision of statistical and population data, such as the

By
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Statistical Institute and the Registrar General's Department,
have poor resources and are extremely behind in producing
reliable and timely information, Archaic systems, the lack of
both modern computer equipment and adequately trained personnel
are among the factors which seriously restrict the capabilites
of these institutions. '

Budgetary contraints encountered by both the National
Family Planning Board and the Ministry of Health, (the two
principal public institutions responsible for the delivery of
contraceptive services) are greatly reducing their capability in
this area. 5ince family planning is considered to be preventive
care rather than curative, it is often relegated to a lower
priority iin times of financi
on the immediate horizen fco

. -In 1983, Jamaica successfully promulgated an explicit,
comprehensive population policy. Funding and information
constraints, however, have inhibited the effective
implementation of that policy.

- Goals and Objectives

_ The goal of USAID/Jamaica in the population sector is to
assist the GOJ to continue and to accelerate the decline of the
population growth rate and to develop specific population
policies and plans at both the national and sectoral levels.

The objectives of USAID policy, are to assist the GOJ,
threugh both public ahd private sector organizations, in: (1)
informing and educating the high fertility target groups as to
the use of family planning services; (2) providing contraceptive
supplies; (3) introducing family life/family planning education
into all institutions that work with youth; and (4) developing
the capabilities cf demographic data collection and analysis
within official GOJ agencies.

AID Interventions

The existing Population and Family Planning Services
Project (532-0069) is a $5 million grant that assists the GOJ in
addressing population problems. The Project covers a wide area
of activities, including family planning
education, service delivery, provision of contraceptive
supplies, development of demographic data collection and _
analysis ané the promotion of the Jamaica National Population
Policy. Because of budgetary constraints facing the GOJ. the
National Family Planning Board has requested continued USAID
support in these areas, with additional emphasis on those
activities that address the increasing problem of teenage
pregnancies.
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The USAID population strategy also involves the continual
involvement of private sector groups, such as the Jamaica Family
Planning Association and Operation Friendship. Additional
support, through OPG's, to these groups would assist the GOJ in.
attaining its stated population policies to not exceed 3 million
inhabitants by the year 2000 and to attain the goal of
replacement level fertility by the late 1980s.

In addition to these local PVO's, the Mission population
strategy inclul.. the use of U.S. based groups, such as the
Assoclation for Voluntary Sterilization, Tulane University ang
the International Planned Parenthood Federation, to provide
specialized technical assistance., training and other suvpport to
the family planning cectur. :

A proposed 1985 World Bank Population Loan will provide
some assistance in this sector, but additional USAID grant
funding will be regquired in FY 1986 in order to maintain both
the clinic and commer¢ial retail sales distribution of
contraceptives as well as the information/education/
communication activities directed at adolescents. As a result
of the vast numbers of young girls entering the reproductive age
groups, there are indicaticns that the Crude Birth Rate (live
births per 1,000 population) is on the increase; the first time
in over twenty years of regular decline. Because of this
increase, there has been a consequential increase in the demand
for beth family life and family planning education as well as
for contraceptive services. The Mission does not propose any new
population project starts in FY1986 or FY1S87; nevartheless
z2ditionzl USAID funding will be reguired for rrojecti
$#532-0069. The Mission proposes an additional U.S.$%5 Million 1in
DA grant funding for the Project in FY 1986 and to extend the
original PACD to March 31, 199C in ordetr to attain project
objectives. In addition, OPG funding in FY1%86 and FY1987 will
be required in order to assist local private sector -
organizations, such as Cperaticen Friendship and the Jamaican
Family Planning Association, to attack the problem ¢f 1ncreasing
levels of adolescent fertility. '

The target groups are all couples in fertile age, with
specific emphasis on adolescents and rural women. The Project
proposes that approximately 50,000 new family plannhing acceptors
will be recruited and that contraceptive prevalence rates will
reach 70% of women-in-union, compared to an estimated 53% in
1983.

Sectoral Benchmarks

The benchmarks established under the Population Secter
relate to: (1) a reduction in fertility rates; (2) an increase
in family planning acceptors: (3) training of adolescents
through formal family life/family planning education programs; %i

a
e



- 106 -

and (4) improved capabilities of populatlon data institutions to
provide readily avallable information, as compared with
situation at beginning of PrOJect activities. These are as
follows:

FY 1986 FY 1987
{l)Fertility Rate Decrease 10% 20%
{(2)F.P. Acceptors Increase 30% 40%
(3)No. Adolescents Trained 3,000 5,000
(4) % Increase Available Data 50% . 70%

Evaluation Plan

During early FY1286, the Popnlation and Family Planning
Services Project wiil undergo s wajor evaluation, to be
conducted with outseide tachnical assistance. This exercise wil
examine each of the various sub-projects and activities in order
to determine what modifications and distribution ¢f additional
resources will be required for the remaining year and will
provide a basis for design of the planned PP supplement. The
evaluation will use a strategy similar to that employed in the

1983 mid-project evaluation.

During FY1987, the evaluation of the present OPG with the
Jamaica Family Planning Associlation will be carried out in order
to examine the effectiveness of private sector involvement in
family planning programs. Outside evaluators will be contracted
for this exercise.

-

3. Other AID Health/Nutrition/Population Activities

It should be menticned that at present there are over 15
ongoing S&T funded projects in Jamaica in the health/nntrition/
population sector, which account for a total annual contribution
of nearly US$1.5 million. In the past year, the S&T project
manager of only one of these activities visited Jamaica. As &
result, much ¢f the responsiblity for in-country monitoring of
- the activities has fallen to USAID/OHNP. It is estimated that
this reguires a minimum total of approximately two person months
per year of Mission staff time.
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E. SHELTER AND URBAN DEVELOPMENT SECTOR

USAID and the GOJ have been involved in a dialogue on shelter
policy and institutional development since 1981. As a part of this
effort, USAID assisted the GOJ to elaborate a National Housing
Policy which was adopted by Cabinet in October 1982. The policy
clarified institutional roles and established the goals and _
framework within which sectoral problems and constraints are being
addressed. A funduiiental objective was to rationalize the roles of
the public sector shelter finance and production institutions so
that affordablc shelter could be efficiently provided to low income
people on a cost recceveratle basis. The national housing policy
also outlined how the recrganizaticn of the housing finance system
could encourage greater private asctor participation in both the
financing and production of housing. :

The USAID shelter program has been designed to assist the GOJ to
meet the objlectives of its policy. During 1982-85, AID's shelter
activities directed Housing Guaranty ($40 million in 2 projects) and
Grant resources ($1 million) towards implementing housing production
and institutional realignment policy goals. The $15 million HG-01l1
‘project, contracted in March 1983, provides financing for starter
homes, upgrading and Credit Union sponsored home improvement and
mortage loans, This loan is 75% disbursed against works in place,
with physical works initiated on all program components. ©Of this,
about 20 percent of the project is complete with mortgages issued
and $5 percent of the project has physical works complete with
mortgage originatiocn to begin in June 1985,

The strategy for HG-012 ($25 million) authorized in September,
1983, was to provide support in a two-step process: a first $10
million loan for an accelerated starter home program and a second
$15 million l¢an to support and continue HG-01ll initiatives as
needed. USAID did not authorize HG-012 investor selection until
late 1984 because of GOJ failure to reach an agreement with the IMF
and subseguently until USAID received assurances as to how the HG
debt would be treated in the US bllateral agreement carrying out the
Paris Club debt rescheduling. In spite of this one year delavy, _
‘progress in the first 4 months has been very good. Design work is
complete on the 5 sites programmed for this phase. ©On one 221 unit
site, 80% of the infrastructure and 30% of the unit construction is
complete. Pre sales of units on this site will begin in June
leading to occupancy by November 198%5.

The second $15 million tranche is currently being designed
taking into account the implementation experience of the HG-011
project. Most of these resources will be used to continue the
successful upgrading program initiated under the 1977 HG-010 project
and continued under HG-01l. Five million dollars of this loan mav
be used to finance uprading activities in Kingston as a parallel
activity to the more general revitalization activities planned for
the FY 86 Inner Kingston Improvement Program (532-0120).
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Although the implementation of these projects ard the
complementary technical assistance have provided new insights into
sectoral constraints there have also been measurable achievements
during the last two and one-half years implementation effort: public
sector interest rates have been increased; the Ministry of
Construction (MOC) has divested most of its old portfolio to the
CHFC., a well run parastatal housing finance institution; units are
priced on a cost basis: a portion of production has been shifted to
‘the private sectc., basic MOC planning and monitoring functions nave
been introduced and are being institutionalized; and unit and site
design is basel on the affordablllty of the solution to the proposed
beneficliary.

In additicn to the #HZ-01l1 zrd 012 work described above, AID is
undertaking complementary activities in FY 85. A housing needs
assessment and housling finance system analysis will assist the GOJ
and the USAID in revising both practicies and strategies for the
Jamalca shelter program. The proposed FY 85 shelter project for
which PID approval was granted by LAC under the FY 83 HG-01l2 project
($15 million HG-012B) will be designed to support new policy and
institutional initiatives adopted as an outcome of the above
analysis. The proposed project will finance a continuation of the
starter home program currently belng financed by the initial loan
for the HG-012 project.

A new two-component project (532-0117) to strengthen the
capacity of urban institutions to plan and manage urban growth will
also be 1nitiated in FY 8%, A grant to the Town Elanning Department
will 2cgist the GOJ to raticvnaiize and improve its urban development
planning and regulatory functions. Another grant te the College of
Arts, Science and Technology Building Department will assilst Jamaica
to continue to provide trained persconnel for the construction
industry and professions related to urban development.

The economic ané financial constraints facing Jamaica descrlbed
elsewhere in this paper have a direct negative impact on
availability of resources for shelter. While real incomes have
declined over the past year., the high import component of
construction (25%), and the recent devaluations of the Jamaica
dollar {(close to 67% from 1983-1%8%5) coupled with wage limits have
made the 2B square fcocot starter homes barely affordable toc a below
- median income famlly. Indeed, across the board constuction costs
are increasing at a rate which approximates the devaluation rate.

In accordance with its economic stabilization program, the GOJ

- has been forced to drastically reduce its budget deficit. As a
result, the 1984/85 GOJ housing capital development budget was cut
to zero from $7.5 million in 1984-85. Private credit has also been
tightened. Due to the c¢redit stringency. most commercial banks have
ceased mortgage lending; construction financing, when available, now
carries interest ratec of more than 30 percent.

The net effect of these econemic conditions and financial
constraints has been to reduce the availability of both private and
public investment in heousing and to price the housing that is

available beyond the capacity to pay of most low income households.
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As mentioned above, there has been limited progress towards
implementing policy goals in the two and one-half years since the
GOJ adopted a national ‘shelter policy. The changes have essentially
addressed the need to restore institutional order, and management
and financial discipline to the sector. A base for improvement has
been established but the recent experience has also underscored the
complexity of the sector constraints and the need and opportunity to
consolidate present gains and pursue further reforms. For example,
osuile overlapping and redundant institutional functions and
responsibilities still remain; management and administrative
weaknesses persist, and practices frequenti:y confiict with stated
policy c¢oalce. '

The public sector housing finance instiiutions iiave not oDeen
able to successfully achieve thelr objectives of assuring a
suff-icient flow of resources to the shelter sector. This has been
primarily because they cannot assure timely resource mobilization
and do not have the means‘to attract private investment to expand
the pool of resources beyond that available directly from the GGCJ.

A pivotal constraint to be overcome is the almost insular stance
of private sector housing finance institutions who have limited
their market to clients in the top 15 percent of the income
distribution, leaving the financing of the bulk of the ‘shelter to
the public sector.

Programmatic problems continue. Althoush the human settlement
UnJi~aing wnd rhe starter home concepts have been demonstrated in
Jawmaica, the difficulties assoclated with land acqguisition and
registration, title certification, inadeguate tax incentives and/or
penalties, all lend themselves to legal problems, boundary disputes,
disrupted planning procedures, high land putchase and development
costs, and disincentives to private sector development.
Streamlining of the whole system is required that is based on some
combination of administrative reform, enforcement of present legal
remedies, new legislation if necessary. and a more comprehensive
planning approach. The expecience with land issues, infrastructure
costs and present cost recovery systems arqgues for modifying the
upgrading and starter home concepts to promote small site "infill™
development and a broader and more comprehensive approach to
neighborhood upgrading which may allow for major 1nfrastructure
- ¢costs to be spread over a larger beneficiary group.

The lack of trained personnel in both the private and public

sector aiso poses programmatic constraints. The skills reguired to
efficiently design, produce and manage housing are lacking in both
the public and private sectors. Conseguently, 1in the private

sector, poor construction management has led to delays and
disputes. Public sector institutions have not been judicious in
awarding contracts nor expeditious in resolving contract disputes,
processing private sector applications or coordinating installation
of off-site infrastructure. Adequate staffing, efficlient procedures ;éi
and effective organization need to be 'established in key public :
sector institutions.

S
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The urban systems are presently overlocaded. The demand for
infrastructure facilities and services ‘exceeds the management and
financial capacity of local and central governments to deliver new
and maintain present services. Developers ignore the approval
processes because application review is lengthy and theé sanctions
for proceeding are not sufficient to deter illegal actions. Budget
and manpower shortages exacerbate the problem. The lack of GOJ
resources limits government's ability to purchase land, maintain
infrastructure and other urban services and, as such, contributes to
the deterioration of urban areas, especially in Kingston.

The goal of AID's shelter and urban program in Jameaicsa ig Lo
improvs tne 1iving standards of the poor in urban areas tnrough:

* rationalization of public and private sector roles in
shelter and urban development:

* establishment of a stable housing finance system; and
> acceleration of housing production and marketing.

AID will encourage adoption of policy reforms related to these
key areas by designing its projects to reinforce policy and
institutional change. This goal underpins the Mission's broad goal
of economic development through the introduction of structural
adjustments 1in the economy. To carry out this goal, USAID and RHUDO
conduct a continuing policy dialogue with the GOJ to identify
pricrities znd establish the program.

The following are short term shelter and urban objectives:

* review with the GOJ mcdifications to the national housing
finance system which include: consolidation of
institutional functions of the JMB in an expanded NHT;
establishment of a reserve fund in the MCF to provide
continuity of resources toc the GOJ's program;:

* review with the GOJ the activation of a secondary mortgage
market program which will leverage private sector
investment in low income shelter, assure a more reliable
flow of resources, target GOJ resources to the lower incone
population and increase private activity 1n the provision
of shelter;

* develop a more comprehensive approach to urban upgrading
and expand this program to include not cnly urban services,
but home improvement loans (or new units where appropriate)
to increase the number of families benefitting from the
imrpovement of services and, by serving a larger
neighborhood, contribute to stabilization of low income
communities;
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*  expedite production and marketing of shelter for low angd
moderate income families, including related infrastructure
and community facilities to increase the number of units
delivered and, through more timely delivery, help reduce

costs:

* initiate steps to assist a consortium of public and p:ivate
interests to effectively begln the revitalization of inner
Kingston;

* develop a training and technical assistence program which

will increase the capacity of relevant insititutions te plan
and piogram for shelter and urban develcpment and inarease
the number of qualified technicians in puhlic and girivate
sector construction;

* create jobs espegially for the low inceme, high
unemployment group.: and

¥ leverage private investment, thereby adding to total
investment in urban areas. :

Over the long term, (1986-1990) USAID/RHUDO strategy will be to
continue to assist with the rationalization of the roles and
institutiocnal strengthening of key institutions involved with
sheltel and urban development. This assistance w111 be continued in
four arenas:

housing flnance - rationalize the housing rfinance system
within the context of national financial policy:

* production - increase production of low income shelter,
develop alternative affordable solutions, improve the
management and planning capabilities of housing.
institutions, and involve the private sector in development
and construction of low and moderate income housing;

* urban development - encourage private/public partnership to
initiate revitaiizing blighted urban areas, and assist the
GOJ to rationalize and improve its urbar development
planning and regulatory functions; and

* training - increase the pool of skilled urban development
and construction industry personnel by improving local
training capacity and providing training opportunities.

Additional technical assistance will be targeted to promote the
restructuring of the housing finance system, to assist public
institutions to expedite production and improve management, to
support the creation of a public/private urban redevelopment agency
and to support the efforts of the Town and Country Plannlng Dept.
and the College of Arts, Science and Technology to 'improve the
professional skills of public and private sector technicilans.
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Current funding is targetted to finance starter homes, upgrading
and home improvement projects principally through the public
sector. Increased participation from the private sector will be
encouraged through turnkey schemes. Technical assistance is focused
on streamlining and improving the housing finance system and as such
providing incentives to the private sector to finance lower income
housing and on removing project implementation bottlenecks in public
sector institutions.

In order to achieve AID's short term objectives, however,
additional capital and technical assistance will be required.
Additioral capital assistance will be targetted <or the consiruction
of scme starter howes and implementation of a moie comprehencive
approach to squatter upgrading and urban rehabilitztioun. in
addition, AID will consider providing, if conditions warrant, seed
ceapital to launch a private/public urban redevelopment consortium
which will focus resources on key urban problems starting w1th inner
Kingston.

Famllles whose income is below the median (J$lo 000 per year)
compose the USAID target group for the shelter and urban sector. In
mahy cases these famillies have more than one wage earner. They may
work as basic level civil servants, teachers, laborers, skilled and
unskilled construction workers, factory workers, higglers (street
vendors), taxi drivers, domestic helpers, hotel workers or in
similar jobs. Experience with the HG shelter program shows that
over 40% target group househeolds are headed by women.

PROJECT DESCRIPTIONS

FISCAL YEAR 1987 INNER KINGSTON IMPROVEMENT PROGRAM

Project 532-0120

Grant - US$2,000,000

Loan - US$5,000,000

HG - US$5,000,000 (from an already authcrized project)

Major Development Prcoblems Being Addressed:

Kingsten is the overwhelming financial, commercial and urban
centre of Jamaica. Kingston is the capital of the country, the sit:
of Jamaica's productive economic activity other than agriculture,
mining and tourism, the nation's financial hub and, except for the
travellers who disembark at Montego Bay, the visual gateway from the
outside world to Jamaica. Despite its primary status, inner
Kingston, the central and downtown area, has deterlorated
significantly over the last 25 years. The reacsons are complex and
may parallel the patterns of the older industrial cities of the
U.S. "Urban bdlight" has become “urban slum".
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Kingston's social, economic, and physical conditions - abandoned
and deteriorated buildings, poorly maintained services, chaotic and
congested traffic patterns, high unemployment, inadequate security,
decaying residential blocks -- are the visual evidence of the depth
of Kingston's image problem. These conditions, in turn, have
adversely affected national and international financial, industrial
and commercial locational and investment decisions. The alternative
locational sites outside downtown have required expensive extension
of infrastructure services while downtown segvices are under
utilized. This pattern has also contributed to central city
vrnemployment which has exacerbated the cacurity problem and thus
reinforced a generally negative image 9of the ¢ity as a whel

Despite the problems, inner Kingstor has recodnrzed zuscurces
which could well serve Jamaica's national economic development
efforts; infrastructure, though needing some rehabilitation, is
available; no land values; centralized location provides efficiency
advantages; desirable waterfront development base; basic
institutional "anchors" are in place (Bank of Jamaica, Urban
Development Corporation, International Conference Center, Government
Ministries, Institute of Jamaica, National Gallery, legal offices,
established merchant and commercial activities, national produce
markets). This situation has not gone unrecognized by community,
business and government leaders who are interested in revitalizing
inner Kingston as a base for economic growth and employment.

Relaticnship of Project to Overall AID Policy Obiectives:

Tue project will address all four of AID's main policy tensts.
It will establish and/or work with essentially private institutions
(a community development foundation or corperation and restoratiocn
company) and mechanisms in which market forces can generate
development. It will transfer technology at a variety of levels in
urban renewal and development including: real estate marketing and
market research; organizational development: urban design; urban
financial strategies; planning; and public administration reforms.
A range of policy issues are found in the anticipated scope of the
project: real estate taxation; special assescment districts;
private vs public service delivery: public participation with
privately led redevelopment. Institutional devslopment will involve
~assisting the new Kingston Restoration Company to plan and institute
its first projects and facllitating the development of a community
based development foundation or corporation.

Consistency of the Project With Overall Mission Strategy:

A project focused on inner city redevelopment has the advantage
of injecting a demand for labor, support for small business and
demand for intermediate products into the economy quickly at a time

when aggregate demand 1s slack and unemployment high. It is thus an
effective instrument for executing the macro-economic strategy that %
is AID's priority for the next two vears. The project is also "ég

consistent with the Missilon's Urban Development Strategy which calls
for supperting projects in Kingston targeted at removing obstacles

to greater nrivate sector investment.
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Major Project Components, Activities and Organizations:

The overall goal is to foster redevelopment, new investment and
employment in inner Kingston. This will be accomplished by
assisting several private institutions working in partnership with
the key government agencles. A broad based community institution
" (perhaps a foundation) will provide a forum for community discussicn
interaction and/or fund raising. This institution will assist in
documenting the image of dowrniuwu as seen by the community at
large. The Kingston Restoration Company, which may be more broadly
constituted as a community development corporation, is positicned to
take the lead on downtown redevelopment. Its bosrd represents major
crivate financial institutions and the GUJ's Urpan Development
Cornoration (UDC)., an experienced capital project developer. The.
GOJ's role will include brocad policy guidance as well as the direct
participation of the UDC and the Town Planning authority.

Inner Kingston offers 2 promising test case of the potential fsr
public/private partnership in pursuing civic interests. Funding,
leadership, most of the planning initiative and managemént will have
to.come from the private sector but be exercised in a manner
consistent with national government cobjectives.

The preject will work to serve several worlds in planning and
execution: the world of tourism, commerce and real estate
development and the world of low income residential households,
higglers and small businesses. Project priorities will clarify
during the planning process but to engure an integrated approach six
concepts ¢r pillars have beeu proposed L(or program design: (1)
Waterfront Development - in planning, utlilize the natural locational
-advantages of the Kingston waterfront that have made waterfront
redevelopment for tourism and/or commercial ventures successful in
many cities; (2) Selectlive Rehabilitation - target resources to help
develop a high visability development in a concentrated physical
location and assure that this activity is connected to the rest of
the city within a development frame in which scattered private
investment can fill in; (3) Revolving Loan Program - reach owners of
smaller properties and small businesses who are redlined because of
their locaticn: (4) Job Creation - foster a deliberate attempt to
utilize neighborhood residents in jobs generated by reinvestment;
(5) Comnmunity Planning and Self-help - through community
participation in goal setting and opportunities for self help in
upgrading; (6) Leveraging - incorporate a process for maximizing
leverage through competitien for funding based on matching resources
whether capital expenditures or “sweat equity" community projects.

AID funds will be used for technical assistance, training and to
assist in establishing a revolving loan fund for financial support
to businesses and developers. Technical assistance will provide
analytic support for marketing, planning, development activities and
strategizing., It will also assist the core Jamaican staff in making
the KRC and/or community foundation "operational," including the
development of guarantee programs or other investment instruments.
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‘The loan fund activity will be particularly important to small
business and small developers who will need assistance with
financing the rehabilitation and/cr expansion of their businesses.
It is anticipated that $5 million of HG funds from currently
authorized loans will be made available for infrastructure
investment related to upgrading activities.

Project Budget:

Yeai-l Year 2 Year 3 Year 4 Total

Development Assistance

1. Technical Assistance E6U 480 400 260 1700
operations & training '
2. Commodities/Equipment 70 40 30 20 - 160
3. Contingency . 140
4. Revolving Loan Program 1000 2000 1000 1000 5000
TOTAL “70060
Housing Guaranty
1. Infraestructure and
Housing Activities 750 1500 2000 5C0 5000

PID Aporovati:

The Mission will submit a PID to AID/W for approval and will
Arequest autherity at that time to develop and authorize the PLOJec*
Paper 1in the field.

Target Group:

The direct beneficiaries of the project are the thousands of
residents and hundreds of businesses located in the initial
redevelopment area. Indeed, a primary thrust of the program design
will be to retain current occupants and promote business expansion
on site. Preliminary consultations with present business people
e.g., garment manufacturers, higglers and retail outlets reveal &
high interest in expanding their activities on site. Local
residents and nearby residential areas will benefit immediately fr e
construction activity and job creation resuliing from business
expansicn and commercial rehabilitation. Even modest succeszs from a
concerted development effort will have impertant indirect or
secondary benefits; improving both the self-image and international
reputation of Kingston; a return of cruise saips: increased use of
the Conference Center; stronger and more responsive public
development institutions.
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FISCAL YEAR 1586 SHELTER SECTOR INSTITUTIONAL DEVELOPMENT

Project 532-0121
Grant . $3,000,000

Major Development Problems Being RAddressed

Jamaica is producing less than 50 percent of the shelter units
it requires based on demograpnic change, replacement of stock and
existing backlog. The public sector with shrinking resources has
taken responsibility for za incrcasing share of new construction,
serving a market up to the B0Oth percentile. The private housing
finance institutions continue to limit their financing to the top
18% of the market. <Concurrently Jamaica is losing the economic¢ and
social benefits which would result from a greater production of
shelter units This situation is the result of a complex set of
macro and micro-economic factors plus technical and institutioneal
constraints that interrelate with one another to inflate costs ang
impede a rational and efficient housing delivery system. Improving
the delivery of shelter and associated services in Jamaica requires
the cooperative efforts of numerous public and private housing
institutions including the Ministry of Construction-Housing (MOC-H),
National Housing Trust (NHT), Caribbean Housing Finance Corporation
(CHFC), Jamaica Mortgage Bank, Estate Development Company (ELCO),
the Housing Task Force (TF), building societies and credit unions,
planning agencies and utility companies.

Few managers, unsxilled supervicers, high costs, poor resource
mobilization and alliocation, inadeguate planning and marketing,
ineffective budget and financial contrel systems are compounded by
‘institutional rivalries and private sector dependency on
government. There is also a general expectation that housing will
be provided as a social-political benefit as opposed to being
‘provided as a socio-economic asset. Without a critical appraisal of
the roles of the public and private sectors in the delivery of
housing to all income levels, without the design of mechanisms
- whereby public sector institutions can leverage increased private
investment, and without institutional consolidation and improvement
in the management system, there is a danger of further dissipation
of shelter rescurces and detericration in overall sector performance.

Relationghip of Project to Overall AID Policy Obisctives

Institution building., a tenet of overall AID policy. is
essential to bulld up the capacity and capability of entities
responsible for the policy, planning, management and delivery of
shelter programs. This project will attempt to modify the policies
and practices of shelter institutions so that they can use capital
and human resources more effectively in responding to the needs of
the private sector and the urban poor. Als¢e to be targeted are
improved institutional efficiency in planning and providing :
services, including improved design to reflact affordability, ﬂ%!
marketing and cost recovery; and strengthening institutional
capacity through management assessment and provision of training.

]
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Consistency of Project with Overall Mission Strateqy

The waste of resources by inefficient and ineffectual
institutions counteracts GOJ and AID efforts to improve Jamaice's
economic performance. Mission strategy recognizes this and
identifies institution building as a priority area.

The proposed project 1s consistent with AID strategy 1in that it
will assist private sector iusiitutions (credit unions and building
societies) contractors and develcopers to take on an expanded role in
the delivery of lower income shelter and to perform more
effectively, reduce public sector batrlonceis te private sector
investment, transfer financial and munagement technologies, continue
the pcelicy dialogue and improve public sector performance.

‘Major Project Compecnents, RActivities and Implementing
Crganizations -

This project builds on AID's shelter sector, skills training and
technical assistance experience as well as the recommendations of a
recent financial institution analysis and housing needs assessment.
Technical ascsistance, combined with capital resources available
under the HG programs, will be targeted on the primary institutions:
building societies, credit unions, Mational Housing Trust, Caribhean
Housing Finance Corporaticn, and the Ministry of Constructioa
(Housing).

Activities will jnclude (1) gupport ol further institutioneal
mErger and/cocr ceiscuiidatiun, (<3 policy revisicon, (3) instituting
improved management and financial planning processes, (4) improved
‘training programs including use of appropriate technology. (%)
continued training in project design and manhagement, (6) developmznt
of revised contract and tendering procedures, (7) improving the
structure and management of user charges, and, (8) determining morz
equiteble tax administration practices for infrastructure cost
Lecovery.
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Project Budget

Below is a summary project budget:

USAID Funding Level {(US$000)}

Year 1 Year 2 - Total
1. Long term Resident: 360 360 720
Rdvisor/Technician (72 Person-
Months at $10,000 per month)
2. Short Term Technical Assistance: 500 700 1200
(50 Perscone, average 40 days
at $800)

3, Training:
Sshort Term Technical Assistance 380 500 880
(1466 days at $600) T
Participant Training 75 75 15C
(15 persons for one semester at
$15,000 each)

5. Ccmmodities 25 2% 50
TOTAL 1.340 1,660 3,000

PID Apvroval

The Mission will submit a PID to AID/W for approval. This
approval will constitute authcrity to proceed with the Prolect Paper
and develop the project for implementation. :
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F. ENERGY

Energy 1is an element of any modern economy that cuts across all
sectors and plays an inevitable role in efficiency and coct of
production. " The energy crises of 1974 and 1979 have played a major
role in Jamaica's balance of payments disequilibrium. Jamaicsa
currently spends some US$451 million, which is over 40% of its
export earnings, on imported petroleum. Energy conservation
measures, supported by an AIDL project, have resulted in savings
estimated at US$20 million annually. A further potential for
substantial reductions iu this demand on foreign exchange exists
through conservation, development ¢f zliernative energy resources,
and utilization of indigenous &nd renewahle respources.

Since there is little hope for the discovery of petroleum in
Jamaica, reducing the import burden of energy can only come from
increased efficiency in electric generation and automotive transport
and conversion to domestit renewable sources of fuels., The
constraints and costs are enormous, and the 1deal solution is by no
means obvicus., The GOJ energy institutions, consisting principally
of the Ministry of Mining, Enercy, and Tourism (MMET), the Jamaica
Public Gervice Co. -~the electric utility - (JPS), and the Pestroleun
Corporation of Jamalca - the 01l refinery - (PCJ) have different
perspectives of the public interest. Agro 21 is now entering the
picture as the Prime Minister's choice to lead the developnent, in
conjunction with a joint USAID:S&T/EY project, of high biomass sugar
cane (energy céne) as a joint product crop that, if feasikble, would
generate surplus 2ower to fecd the notional grid whille producing

sugarl,

Enerqgy cane 1s but one of several real possibilities for
imported fuel substitution. Jamaica has two large deposits of peat
which feasibility studies show could be developed as a boilar fuel .
for electricity generation vielding 90 MW of power annually for 30
vears., Fast growing fuelwood trees offer the possibility of
hillside environmental protection and small farmer income while
providing the nation with both a boiler fuel (perhaps in conjunction
with energy cane) and charcoal for industrial and household use.
USAID's proposed Hillside project will assist in the fuelwsod systenm
development based on on-going AID supported research and lessons
learned in other developing countries. Finally, there is some’

- further potential for small hydro development, but unit coste are
hich.

On the transport demand side, there seems to be little
-possibility for dramatic reduction of imported petroleum fuels.
Nevertheless, the vehicle fleset is gradually becoming more Tuel
efficient, and the World Bank is supporting efforts to improve
public transportation and traffic flow.
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The World Bank is the principal doncr in the energy field, with

~ongoing programs supporting the rehabilitation of JPS' generating
facilities as well as the urban transportation project mentioned
above. The IBRD is also concerned with the enterprise viability of
both JPS and PCJ. A Japanese credit is financing the acquisition of
barge mounted diesel units which will serve as more efficient
peaking power generation allowing the older units to concentrate on
-base load generation. The Canadian Assistance Program and various
European donors show a continuing interest in financing mini-hydro
projects.

USAID's involvement in the ensray secter ic focused through the
Energy Sector Assistance Project (K3BAP). The project activities
consist of energy use conservation investments, alternative energy
development, and development of the institutional capacity of MMET
s0 that it can function as an effective planning and coordinating
entity in energy matters. The energy use conservation element
consisting of solar hot water heating, retrofits of air conditioning
and other heavy power using applications, insulation installations,
etc., has been the most successful to date, with ennual savings from
the relatively modest investments estimated to be US$20 million in
reduced petroleum imports.

D ry

Alternative energy development, principally fuelwood and enszgy
cane, 1s now picking up momentum. The institution building effort
has suffered f£rom high staff turncover due to low civil service
salaries, but a small cadpe of dedicatsd sztaff, sided by technical
casistance, is me¥ing an important contribution. The credit funds
available through the National Development Bank and the commercial
banking system are now beginning to move, but the Mission plans to
deob/reob some $3.5 million of the $5.9 million in credit funds to
meet immediate needs in the Section 106 field.

Upon the completiopn of the PQLEjALnﬂ Missiop will phase out of
energy as a separate sector. It -is expected that the energy cans
~tmdr—rt—TeasItTITT WIill lead to IBRD and private sector investment,
as the Banx is active in both sugar and electric power already, and
a private investor has already indicated interest. Continuing
activity on fuelwood will be approached through the Hillside
Agriculture Project. Energy conservation activities will continue
on thelr own now that various private sectcr engineering firms have
develcoped an effective capacity to identify opportunities for
savirgs, and both the private and public sector energy consumers &re
now well aware of the rapid pay-back of conservation efforts.

i



121

IMPLEMENTATION NARRATIVE

As noted in other sections of the Action Plan, USAID has
reassessed its strategy and reviewed its portfolio in an attempt to
tailor ite assistance to the current Jamaican economic reality. The
results of this effort are summarized in the following Table of
Proposed Obligations: FY 1985-87 (ABS Table IV), and the Project
Ranking Table (ABS Table V), Sectoral strategy applications,
interventions and benchmarks are described in more detail in
Section III.

Briefly., the Mission is: (1) scliciting additional ESF and DA
resources for FYs 1985, 1986, and 1987: (2) propasing to convert
$3.0 miliion of EHRD loan and $4.0 million SDA lcan, contained in
the FY 1985 OYB, to grant for reprogramming for new activities:

(3) planning to deobligate $5.0 million of ARDN loan, $200,000 of
ARDN grant, and $3.5 million of SDA loan, to be reobligated for
‘alternate purposes; and (4) requesting grant, rather than loan,
financing for most new initiatives projected for FY 1986 and FY 1987.

As can be seen from a comparison of the FY 198% "OYB" and
“Proposed" columns in the Table of Proposed Obligations, the
implications for the FY 1985 DA budget are minimal with respect to
both total, and individual appropriation account levels. (The
single exception is Health, where an additional $3.0 million of
grant funding is being requested for pharmaceutical procurement).

This is due in part to the Mission's decision to take advantage of
deob-reob authority in order to shift resources, where appropriate,
from slow disbursing, ongoing projects to new interventions aimed
principally at helping the GOJ increase production for export to
-offset losses from the contraction of the bauxite/alumina sector.
The loan/grant split is affected, however, and a substantial
increase in ESF balance of payments assistance is requested.

Sizeable increases, espe&ially in ESF resources, are projected
for FY 1986 and FY 1987. These increases are based on the Mission's
revised analysis of Jamaica's needs in light of the current crisis,
and the assumption that U.S. interest in the eventual success of the
GOJ's economic recovery/stabilization program remains high. Future
interventions will be closely linked to achievement of overall
program objectives. Requested levels of PL-480 assistance for
- FY 1986-87 are the same as those for FY 1985,

The program, as currently envisioned, presents no major
mortgage problems. Proposed new project starts are expected to be
relatively gquick disbursing, and, as noted above, pipelines of some
ongoing projects will be reduced through the deob-reob process, with
the reobligated funds going to support these new initiatives.

T B
o
i&o
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The Project Ranking Table reflects the importance, in this
order, of: (1) continued, substantial balance of payments support:
(2) FY 1986 increments for new projects, begun in FY 1985, with
reprogrammed FY 1985 resources, which are aimed at addressing
immediate production and/or employment needs; (3) further
commitments to ongoing activities; and (4) proposed, new FY 1986-87
project starts. : ‘ :

With respect to a documentation/authorization schedule, the
principal point to be stressed at this time is that, given the
timing of the current portfolis review and reprogramming exercise,
the Mission will very likely need AID/W concurrence in sone
September, 1985, obligations. Every effort will be made to complete
necessary design work over the next two to three months. The
review/approval/CN process will involve at least another month, if
all goes well. In light of the changed c¢ircumstances and the fact
that Brooke/Alexander was in effect for Jamaica during almost the
entire first quarter of FPY 1985, thus preventing the use of PD&S for
design, the Mission does not consider this request unreasonable.

- The proposed documentation/authorization schedule for
FY 1986-87 new project starts is contained in the following Table.

Project ) PID PP/PAAD
Shelter Sector Inst. Development Aug; 85 | - Dec. B85
' (0121) : .
Mgt. Training or Regional School
of Management Oct. 8BS : June 86
Inner Kingston Improvement Program Nov. 85 May 86
(0120)
Prod. & Employment IV (01l1ll) - Nov. 85
Hillside Agriculture Development Dec. 85 ' July 86
‘ (0101)
Export Prom./Mkt. Devel. (0130) Dec. 8% July 86
Pop. & Fam. Planniné Services
(0069) - PP Suppl. - Feb. B6
Alt. Health Care Fin. (0125) Nov. 86 Apr. 87

Prod. & Employment VII (0129) _ - Nov. 86
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Table of Proposed Obligations: FY 85-87

Project either not contained in, or changed from, FY 1986
CP L] ’

Includes reobligation of $5.0 million FN loan and $200, 000
FN grant which will be deobllgated from the following
projects:

Integyrated Rural Development' - $1.2 (L)
Fish Production Systems Development $0.8 (L)

: - $0.2 (@)
Agricultural Marketing _ $2.0 (L)
Agroindustrial Development $1.0 (L)

Deobs shown in FY 85 column as non-add negative amounts
(- xxx). Reobs shown in same column as non-add positive
amounts (+ XXX).

Pending outcome of current needs assessment, Mission will
proceed to develop single management training project,
either reglonal or bilateral, in PFY 1986.

Includes $250,000 for narcotics education initiative.

Mission proposes conversion of $4.0 million SD loan
contained in OYB for Private Development Bank to SD grant
to be obligated under TCTG. ESF $4.5 million grant
contained in OYB for TCTG will be reprogrammed as cash
transfer grant for tourism promotion.

Includes reobligation of $3.5 million SD loan to be
deobligated from Energy Sector Assistance Project.

In addition to those noted above, Mission is proposing following OYB
gshifts/additions:

1) FN:

a) conversion of $1.0 million loan
contained in OYB for JADF Technical Support
and Investment to $1.0 million grant, and
reprogramming of grant to Crop
Diversification/Irrigation;

b) reprogramming of $300,000 (G) from JADF
Technical Support and Investment to Small
Farmer Prod./Mktng. OPG to support
replication of successful pilot project:



2) BE:
3). EH:
4) §QE
5) ES:

129

C) sRift ef $200,000 (G) from Propesed
OPGs Lo PRdS to cover additional design
reguirements and program funded PSCs.

a) additien of $3.0 millien (G) to HMIP
for imitial tramche of propeosed
pharmaceutical procurement component;

a) conversion of $£3.0 million loean for
Basic Skills Training revolving loan
component to grant for start-up of new
Primary Education Assistance Projecrt:

a) shift of $250,000 (G) from Proposed
OPGs to PD&S to cover additional design
requirements; and

a) addition of $60.0 million ESF grant for

balance of payments support.

Represents estimated world market value of surplus dairy
products donated te JADF. (CP figure represents c¢ost Lo
UcG at $0.05 per lb.j). Pending tinal decision on

monetization of

Section 416 donations, commodities. in

future years may be provided under Section 416 rather than

PL 480 Title II.

Does not include value of proposed Section 416 donation of

1,400 MT of ultra high temperature (UHT) milk to Jamaica in

FY 1985.

Represents anticipated FY of execution of loan agreements.

$15 miliion for

FY 198% authorized in September, 1983.

Additional authorization of $15 million expected to be
approved in FY 19685,
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PRQJECT RANKING FY 86  (ABS Table V)

10.

11.

12.

13 .

14.
15.

16.
17.

1s.
13,
20.
21.

22.

{($000: cumulative)

Proiject Title/No. Acct. L/G FY 86
Prod. & Empl. VI (0111) EBS G (130,000)
PL 480 Title I PL L ( 35,000)
Tech.Cons. & Trng. (0079) ES @ ( 5.,000)
PD&S (9103) FN G 5¢C
Crop Divers./Irrigqg. (0123) FN G 5.300
PD&S (9105) EH G 5,600
Prim.Educ. Asst. (0126) EH G 8,600
PD&S (9106) SD G 9,100
Export Prom./Mktng. (0130) SD G 11,600
PD&S (9104) PN G 11,638
Pop./Fam.Plng.Serv. (0069%) PN G 14,139
Reg.Sch.of Mgt./Mgt. Trng. EH G _ l7.;39
Trafalgar Dev. Bank (0091) SD G 17,539
Shelter Sect.Ins.Dev. (0121) SD G 18,539
.Urban Sect.Tech.Asst. (bll%) SD G 18,939
‘Hillside Agric. (0101) FN G 19,939
Basic Skills Trng. (00B3) EH G 21,139
PD&S (9108) HE G 21,179
Health Mgt. Improv. (0064) HE G 23,179
Voluntary Sector Dev,. (0085) EH G 23,400
Coop.Dev./Trng. OPG (0180) EH G 23,900
Proposed OPGs (9999) EH G 24,150




23.

24.

25,

26,

27.

28.

29.

30.

3.

32.

33.

34.

Project Title/No.

Trafalgar Dev. Bank
Indus. Dev. Inst.
Kgn. Urban Dev.Found.

PD&S

Reqg. Sch.of Mgt. Trng.

PD&S

. Health Mgt. Improv.

Spec.Dev, Act. Fund .
PD&S
PD&S

Proposed OPGs

" Basic Skills_Trng.

131

(0091)
(0118)
(0119)

(9105)

{9108)
(0064)
(0029)
(9106)
(9103,
(9999)

(0083)

Acct.

SD

. 8D

SD

'EH

&

N

SD
FN
PN

EH

FOOQG-QOOQOQE‘F
(9]

FY 86

27,150
27,400
27,650
27,850
28,850
28,900
30,900
31,050
31,300
31,500
32,000

35,000

e



10.
11.
12,
13,
14.
15.
16.
17.
18.
19.
20.

21.

PROJECT RANKING FY 87

"Project Title/No.

Prod. & Empl. VII
PL 480 Title I
fech. Cons. & Trng.
PD&S

Crop Divers./Irrigqg.
PD&S

Prim.Educ. Asst.
PD&S

Export Prom./Mktng.

PD&S

Pop. & Fam.Plgn.Serv.

Reg.Sch.of Mgt. /Mgt.
Shelter Sect.Ins.Dev.
Hillside Agric.

Basic¢ Skills Trng.
PD&S

Proposed OPGs

Coop.Dev./Trng. OPG

Inner Kgn.Improv.Prog.

Alt.Health Care Finan.

Spec.Dev. Act. Fund

132

= (ABS Table V)

(0129)

(0079)
(9105)
(0123)
(5105)
(0126)
(9106)
(0130)
(9104)

(0069)

Trng.

(0121)
(0101)
(0083)

(9108)
(9999)

(0180)
(0120)
(0125)

(0129)

Acct.
ES

PL
ES
-
FN
EH
EH
SD
SD
PN
PN
EH
SD
FN
EH
HE
EH
EH
SD
HE

sD

QQOOQQOQQQQQQDQOQQOL"QF
) ‘ : N

PY 87

(130,000)

(
(

35,000)

5,000)
300
4,300
4,600
7,600
7,900
10,000
10,940

13,440

17.440

18,446

21,440

22,390

22,430

22,680

22,850

23,850
25,850

26,000

?31



28.

22.

.23

24,

25.

26.

27.

133

- (ABS Table V)

PROJECT RANKING FY 87

Project Title/No.

Trafalgar Dev.Bank

(0091)

inner Kgn.Imbrov.Proj. (0120)

Reg.Sch.of Mgt./Mgt. Trng

PD&S

PD&S

Proposed OPGs

fPrdéésedHOPGs

(5103)

(9106)

(9999)

(9999)

Acct,
SD
SD

EH

FN

SD
PN

SD

S R RS B 5 B A |

L/G

L

[

R R e R A i T SR



-, ;responsibilities to implement the .goals of the Grey Amendment-
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GRAY AMENDMENT

The Gray Amendment requires that 10 percent of all FY 84 and
FY 85 Development Assistance Funds be made available for goods and
services provided by minority and women-owned enterptises
regardless of their size. Such enterprises include historically
Black Colleges and Universities (HBCUs) and Private Voluntary
Oorganizations (PVOs) controlled by individuals who are Black,
Americans of native Origin and individuals who are otherwise
economically and soclally disadvantaged.. Firms qualifying as
"Section 8 (a)" firms may also be included within the Gray
Amendment guidelines.

Mission Policy

" USAID/Jamaica's Standard Operating Procedure (SOP) 506 is
deslgned to ensure that appropriate development funds are utilized
in accordance with the Gray Amendment:

‘The SOP 506 establishes the following specific procédures and

S PrOJect Officers .and all other Mission personnel engaged
«+»vin the design of A.I1.D development activities are . RS R
required to give serious consideration, in the design
stage, to the involvenment ¢of minority and women-owned
"enterprises in the provision of goods and services.

2. Pi1Ds, PPs, Grants and Cooperative Agreements are to
contain a contracting plan which describes the types of

. procurement contracts .(Host Country or direct A.I.D)
proposed and the types of organizations to which
contracts will be awarded. Particular emphasis should be

'given to identifying prospective procurement contracts '
‘for technical services, commodities and construction, as
well as separable elements carried out through contracts
with small, minority-owned, and/or women-owned business
firms, including "“Section 8 (a)" firms who meet the above
tests,

3. Where Host Country contracting is utilized for the
procurement of goods and services for a particular
project, the relevant USAID Project QOfficer is
responsible for providing, through Project Inplementation
Letters, the relevant information on minority and
women-owned firms to counterpa:t host country project
personnel,

4. One of the special circumstances to be taken into account
when deciding between Host Country or A.I.D. direct
contracting is whether a proposed procurement can be
performed by a qualified socially or economically
disadvantaged firm under Section 8 (a) of the U.S. Small
Business Act. In such a situation, A.Il.D. would contract
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directly with the U.S. Small Busineas Administration,
which sub-contracts with a "Section 8 (a)" firm, and host
country contracting procedures would not be employed.

All PIDs,PPs, Grants and Cooperative Agreements will be
reviewed by the USAID/J Executive Committee to ascertain
whether a contracting plan has been included which
demonstrates adequate consideration for, and the actual
provision of, opportunities for HBCUs, minority and
women-owned enterprises and PVOs controlled by Black
Americans and individuals who are otherwise
disadvantaged, including *Section 8 (a) firms.

Project officers are required to review future

. “procurement actions under their approved projects for
-. Gray Amendment compliance, -

The Office of Prbject Development and Support will

monitor Mission compliance with the Gray Amendment in all

- design and implementation aspects of the USAID/J

L Ry 3

"development assistance projects, and will ‘maintain a log

of all contracts awarded, both gqualifying and
‘non- qua11fy1ng. in cooperation with the Contracting

. Missieon Compliance with Gray Amendment Requirements.

1.

‘At the present time the Mission 1s utilizing the services

of Ronco Corporation. Ronco currently has mission

‘contracts of US$4,112,030, and another amendment of their

contract will introduce a further US$$77,255, bringing the
total contract amount to US$4,189,285. Ronco is involved
with-the Agricultural Marketing , Agro 21 and Basic

..8kills Training projects, as well as providing technical

assistance to the Naticnal Union of Cooperative Societies.

In the recent past Mission has utilized the services of
two other firms gqualifying under the Gray Amendment: (a)
A.L. Nellum Corp: and (b) Creative Assocliates. The
former was engaged, from FY 1980 to FY 1984, to provide
technical assistance to the Agricultural Planning Project
for a total amount of US$1.3 million. Creative

Associates has been used on four occasions since 1584 to

perform project evaluations in the education sector
amounting to US$80,000.

The Mission does not currently utilize the services of
any Historically Black Colleges and Universities
(HBCUs). However, the following HBCUs are providing
gervices to the University of the West Indies under
centrally funded contracts: (a) Lincoln Unlver31ty. {(b)
Florida A&M; and (c) Texas ASI. :

L
e
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4. The contract for technical assistance for the
Agricultural Education project will be awarded to a Title
XII institution. Extra points will be awarded in the
evaluation criteria for technical proposals inveolving
joint ventures with HBCUs.

5. In FY 1986-87, USAID/J will continue to build upon its
past record, and to seek opportunities to expand its use
of qualified Gray Amendment consulting firme and PVOs as
well as HBCUs, for project design, evaluation, and
implementation activities. The Hillside Agriculture
Developnent Project will involve comnsiderable technical
assistance and FVO participation. 1In the area of private
sector support, the Mission will continue to use TCTG to
fund services which frequently can be provided by
) mlnorlty and/or women owned firms. The proposed Export
-7~ promdtion and Marketing Development Project will also ' T
' offer similar opportunities for qualified firms.
Further, a number of project evaluations, surveys and
assessments scheduled during the planning period will )
. help the Mission to meet its Gray Amendment targets. . o s

The addition'of a full time Contracts Officer to the USAID

- . staff in May, 1985; will greatiy-facilitate Mission-compliancervsr si s,

with provisions of the Amendment. Finally, it should be noted

that the recently completed assessment of Mission performance in

"this area, conducted by The Onega Group, Inc., was favorable:. - T
Although a final report has not yet been received, an exit = e
interview with the consultants indicated that goals had been met.
Recommendations expected to be included in the report will help

‘the Mission to improve upon its already satisfactory performance.
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'STAFFING NARRATIVE
Requirements

In anlyzying the personnel requirements to implement the
$170 million program (plus PL 480) described in this Action
Plan, Mission Management has determined that a minimum of 25
USDH positions is needed. These will be supplemented by five
OE funded and six program funded U.S. personal services
contractors.

USAID will continue at its present level of 23 USDH
throughout tue remainder of FY 198% and most of PY 1986, By
the end of FY 1986, however, when the two IDI's currently
assigned to Jamaica will be incorporated into the Mission

ceiling, the two additional FTE positions will be reguired. '
These requireﬁEEfE-3TE'TtTTEEf3H'TE'EEE“fETTEGfﬁg“ﬁ§%§-5EEitfon
listings, PSC descriptions and Table VIII estimates.
Justification

The USAID/J portfolio has grown in size and complexity
during the FY 1981-85 period, from a $2.7 million DA and $10.0
.million. PL, 480 Title I .effport .in FY 1980, to the CULrently . ... .o e s o oo
approved $70.0 million ESF, $25.5 million DA and $35.0 million
Title I program. The Mission is also managing a complex
Title -IT and 416 program. -The -number of DA financed projects
has increased from seven in 1980 to 23 (including OPGs) at

present. The number of FTE positions, however, has increased
by only five, from 18 in FY 1980 to 23 in FY 1985.

Underlying the quantum increase in the overall size. of
the program, as well as the number and diversity of projects,
has been the high level, well publicized, U.S. interest in the-
-success of the Seaga Government's economic recovery program.- -
Concurrent with this interest has been greatly heightened
"vigibility" of the AID program in Jamaica. This, in turn, has
brought about heavier analytical and reporting requirements,
numerous ingquiries from potential investors, particularly
relative to CBl possibilities, increased media and
Congressional interest, unsolicited proposals from PVOs,

. universities and consulting firms, and a growing number of
Agency requests for Mission concurrence for inclusion of
Jamaica in centrally funded activities and the inevitable,
later requests for Mission input into evaluations of said
activities. 1In sum, the demands on staff time have increased
far more than indicated even by the much larger project
portfolio and assistance levels. (The Mission henceforth will
be discerning to the extreme in respect to application in
Jamaica of centrally funded projects.)
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The reprogramming of available funding reflected in the
Action Plan will involve still heavier ‘demands on staff time,
especially over the next several months. In order to respond
to these demands and effectively manage the proposed program,
the Mission intends to implement the following adjustments in
FY 1985-86 with AID/W concurrence/approval as necessary.

1. Conversion of one USDH Private Sector Program
Assistant position to an Associate Director for
Operations in the Office of the Director.

2. Recruitment of five, OE fundéd U.S. PsC's, four of
whonm will be locally hired, to:

a) moniter the food assistance program, including
PL 480 Title I, Title II (JADF) and Section 416;

b) assist in economic and financial analysis
related to policy dialogue;

¢) provide additional project implementation staff
- support: _ :

d) assist in the management of Mission credit o
programs; and

e) provide additional secretarial support for the
Offices_of the Director and Program and Econonmic

Planning.
3, Recruitment of six, program funded U.S. PSC's or
PASA's, to assist in the management of the following
projects:

a) Agricultural Education (replaces JCC project
manager):;

b) HBillside Agriculture/Environmental Profile;
¢) Crop Diversification/Irrigation:

d) Regional School of Management/Management
Training:

e) Trafalgar Development Bank: and

f) Export Promotion/Market Development.
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4. Recruitment of three, OE funded FSN PSCs to provide
staff support to Project Officers in project design,
implementation and monitoring.

5. Increase of USDH staff during FY 1986 to add one
Economist (IDI) and one Project Development Officer
(IDI), and conversion of USDH Account/Financial
Analyst position to Program Officer.

in implementing these proposed changes, the Mission will
utilize the GOJ/USAID Trust Fund insofar as possible to cover
"increased OE costs, and will use program grant funds where

appropriate.
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USDH POSITIONS BY OFFICE~ FY 1986

S ——————— 1 — o iy s T —— .. W W W i " bl

QFFICE OF DIRECTOR:
1015 - Mission Director
1018 - Deputy Director
- Associate Director/Operations
1024 - Executive Assistant

OFFICE OF MANAGEMENT OPERATIONS:
1043 - Management Officer

OEFICE OF CONTRACT MANAGEMENT: Ce e - e s e e
1064 - Contract Officer e L

OFFICE OF PROGRAM & ECONOMIC PLANNING:
1060 ~ Economist
3022 - Program Op. Officer
OFFICE OF PRIVATE ENTERPRISE DEVELOPMENT:
wwnw ~-2004 -~- Priv. Sec. Devel. Off. - T T
©® 2008 -"Asst. "P.S.D. Officer T ST TR e ke 8

OFFICE OF PROJECT DEVELOPMENT SUPPORT:.
3040 - Project Dev. Officer
- 3042 ~ Deputy Proj. Dev. Off.

OFFICE OF ENGINEERING & ENERGY:
4028 - Engineer

.. ..OFFICE OF CONTROLLER: _ . [P T
5004 - Contreller
5010 - Budget & Acct. Officer
5020 - Acct./Fin. Analyst

OFFICE OF AGRICULTURE & RURAL DEVELOPMENT:
6013 ~ Agri. Dev, Officer

6018 Asst. A.D.O. '

6024 - Asst. A.D.O.

OFFICE OF HEALTH, NUTRITION & POPULATION:
8026 - H.N.P. Division Cfficer
8030 ~ Public Health Advisor

OFFICE OF EDUCATION & HUMAN RESOURCES:
8013 -~ Human Res. Dev. Officer
8022 - Program Analyst
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OFFICE OF MANAGEMENT OPERATIONS:
Chauffeur/Messenger

OFFICE OF PROGRAM & ECONOMIC PLANNING:
-ECON Program Assistant

OPPD Program Assistant

OPPD Secretary

OFFICE OF PRIVATE ENTERPRISE DEVELOPMENT:

Prcgram Ass$s ant
B

‘OFFICE ©F PROJECT DEVELOPMENT SUPPORT: | B e

Program Assistant

OFFICE OF ENGINEERING & ENERGY:
Secretary )

B B N B R e R N L PP S 4 - v L

OFFICE OF CONTROLLER'

. Bupervigory Accountipg.Technician . o e e

Accounting Technician
Accounting Technician
Cashier- -

" OFFICE OF AGRICULTURE & RURAL DEVELOPMENT:
" Program Assistant

Program Assistant

Secretary

OFFICE OF HEALTH, NUTRITION & POPULATION: | : ECEEEEEEE SR

Program Assistant
Secretary

OFFICE OF EDUCATION & HUMAN RESOURCE:
Program Assistant

Program Assistant

Participant Training Assistant
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DEPUTY “MISSION
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3 usod
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1 FSN(PROF)
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amral USDH .o v« o -
{ FSN(HQN=?ROF)
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CONTRACTING

OrFIlE 1
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2 USDH
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LEY TO ASBREVIATIONS:

FROF.

Prafessiconal

KOli=FROF- Non Professional
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‘ . _
Reflects FY1985 Organizational ‘Chart.
will be submitted with ABS.
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RURAL DEVELOP.
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J USDH
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