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PROJECT AUTHORIZATION
"AMENIMENT NUMBER ONE

NAME OF COUNTRY: Caribbean Regional
NAME OF PROJECT: Basic Needs Trust Fund
NWMBER OF PROJECT: 538-0103

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961,
a5 amended, the Basic Needs Trust Fund Project was authorized on
June 26, 1984. That authorization is hereby amended as follows:

2. Paragraph 1 is deleted and the following new paragraph 1
inserted in lieu thereof:

"Pursuant to Section 531 and 106 of the Foreign
Assistance Act of 1961, as amended, I hereby
authorize the Basic Needs Trust Fund Project for
the Eastern Caribbean and Belize to be carried
out by the Caribbean Development Bank (the
"Grantee'') involving obligations of not to exceed
Seventeen Million Seven Hundred Thousand United
States Dollars ($17,700,000) in grant funds
("Grant") subject to the availability of funds in
accordance with the A.I1.D. OYB/allotment process,
to help in financing foreign exchange and local
currency costs for the project. The planned life
of the project is seven years and three months
from the date of obligation."

3. The authorization cited above remains in force and effect except
as hereby amended.
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Director
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I. SUMMARY AND RECOMMENDATIONS

A. Recommendation

This Project Paper Amendment recommends approval of an
amendment to the Basic Needs Trust Fund (BNTF) Project.
Authorization is requested for an additional $5 million Selected
Development Activities (SDA) grant, bringing the total authorized
amount to $17.7 million. The proposed obligation for FY88 is $5
million. The amended Project Assistance Completion Date (PACD) is
scheduled to be September 30, 1990.

B. Grantee and Implementing Institution

The Grantee and implementing institution will continue
to be the Caribbean Development Bank (CDB). Upon signing the
Project Agreement Amendment, the CDB will amend its agreements for
the utilization of project funds with the eight 1less developed
countries (LDCs) of the Eastern Caribbean (Anguilla,
Antigua/Barbuda, Dominica, Grenada, Montserrat, St. Kitts/Nevis, St.
Lucia, and St. Vincent and the Grenadines) and Belize, who are
currently participating in the project, and will enter into
agreements with the British Virgin Islands and Turks and Caicos.
These eleven countries will participate fully under all activities
financed by the Project.

C. Droject Summary

The purpose of this Project Paper Amendment is to amend
the Basic Needs Trust Fund (BNTF) Project to add US$5 million from
AID and US$5 million from the CDB, to extend the life-of-project by
two years, and to add two additional Caribbean LDCs - the British
Virgin Islands and Turks and Caicos. The goal of the Project is to
improve the economic and social status of lower income groups and to
further promote economic growth. The purpose of the Project is to
expand and conseive, using labor-intensive methodologies, the stock
of social and economic infrastructure which is essential to future
growth and the provision of basic services and employment in the
Eastern Caribbean LDCs and Belize. This Amendment is expected <o
generate 90 additional subprojects, 60,000 additional person weeks
of employment, and improved maintenance systems in the eleven
beneficiary countries.

Under this cofinancing arrangement, Project funds will
be used to continue support for the Basic Needs Trust Fund to
finance selected, high priority subprojects in such areas as
education, health, water and drainage systems, footpaths, and rural
roads. In addition to expanding the capital stock, the Project will
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encourage the development of improvedmaintenance systems through
discrete interventions designed to increase the 1longevity of
existing assets, Project funds will also he utilized to support a
core of professionals within the CDB's Infrastructure Division who
will constitute the project management team. In addition,
assistance will be provided for in-country project supervisors,
outside A§E and other consultants, as needed, to ensure timely
implementation of the construction subprojects and maintenance
activities,

D. Summary Project Costs

The following table provides the original, incremental,
and total life-of-project (LOP) costs of project components over the
amended six year LOP.

TABLE 1
BNTF AMENDMENT COMPONENT COST SUMMARY
LOP COST (US$000s )

COMPONENT ORIGINAL AMEND #1 TOTAL COMBINED
- AID  CDB  ATD  CDB AN CDB  TOTAL
Physical

Infrastructure 9,707 2,843 3,795 3,795 13,502 6,638 20,140
Maintenance 650 - 362 .5 362.5 1,012.5 362.5 1,375
Project

Mgmt./Imp. 2,343 657 842.5 842.5 3,185.5 1,499.5 4,685

TOTAL 12,700 3,500 5,000 5,000 17,700 8,500 26,200

E. Summary Findings

The amended project is ready for implementation. The
Project committee finds the Project Amendment to be technically,
institutionally, financially, economically and socially sound.

F. Project Issues (LAC Bureau Guidance Cable - Annex A)

LAC Bureau Policy currently prohibits the use of new
funds for school construction in part due to tight LiRD budget.
Although EHRD funding is not proposed for this amendment, STATE
056240 requested information on school construction planned under
the project along with the following: 1) definition of
maintenance/renovation activities; 2) «criteria for selection of
renovation projects; and 3) estimates of total number of classrooms
to be renovated and cost. This information was cabled to AID/W in
Bridgetown 02300 on March 15. Per State 155322, on April 26, 1988,
the AA/LAC approved RDO/C's request to include educational
subprojects subject to the conditions specified in the action
memorandum (Annex L).
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G. Contributors to the Project Paper Amendment

The following individuals contributed to the development
of this PP Amendment:

Project Design Committee

AID

Roy Grohs, Program Economist

Cecilia Karch, Social/Institutional Analyst
Trevor Too-Chung, Engineer

Elizabeth Warfield, Project Development Officer

CbB

Vere Braithwaite, Engineer, Infrastructure Division
Morris Charles, Engineer, Infrastructure Division

Carlson Gough, BNTF Manager/Engineer, Infrastructure
Division

Contracted Individuals
Michel Jichlinski, Senior Economist, Louis Berger Intl.
Antonieta Romero, Economist, Louis Berger Intl.

Project Review Committee

AID

AT Bisset, Deputy Director

Doug Chiriboga, Project Development Office

Darwin Clarke, Program Office

Kim Finan, Chief/Project Development Office

Rod Johnson, Regional Legal Adviser

John Williams, Financial Analyst

Holly Wise, Chief/Health, Population, and Education
Office

CDB

N. Nicholls, President

F.A.R. Mullings Vice President (Corporate Services) and
Bank Secretary

M. St. Rose, Director of Economics and Programming

G.A.A. Maynard, General Counsel

E. Eustace, Director, Projects Department

N. Grainger, Treasurer and Controller
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II. PROJECT AMENDMENT RATIONALE AND DESCRIPTION

A. Background and Rationale

1. Background

The original Basic Human Needs (BHN) Project and
its successor, the Basic Needs Trust Fund (BNTF) Project, were
designed to address under- and unemployment and the critical need
for social and economic infrastructure. Since 1979, both have
sought to (a) provide physical infrastructure to support long-term
growth and (b) create employment opportunities for a growing labor
force.

Under the BHN project, a $10.5 million grant and a
$2 million loan agreement were signed with the Caribbean Development
Bank in 1979 for primary school construciion and other public
infrastructure improvements in Antigua and Barbuda, Barbados,
Belize, Dominica, Grenada, Montserrat, St. Kitts/Nevis, St. Lucia
and St. Vincent and the Grenadines. Over the four year life of
project, 102 subprojects were implemented and over 110,000
work-weeks of direct employment provided. The final evaluation
cited the project not only for 'fast track" implementation based on
simplified sub-project approval procedures and decentralized
disbursement and monitoring procedures, but also for the significant
strides made 1in providing social and economic infrastructure,
generating employment, and alleviating strained fiscal positions of
the beneficiary countries.

The follow-on BNTF was developed to improve the
economic and social status of lower income groups and to further
promote social and economic growth. The project contributes to this
goal by expanding and conserving the stock of social and economic
infrastructure which is essential to future growth and the provision
of basic services and employment in the Eastern Caribbean and
Belize, BNTF was formally initiated by USAID and CDB in June 1984
with the signing of a $12.7 million grant agreement. The CDB for
its part agreed to provide $3.5 million in counterpart grant funds.
Beneficiary countries were expanded to incluc»= the British
dependency of Anguilla.

Conditions precedent to first disbursement were
satisfied in September 1984; all individual country grant agreements
were signed by December 1984; and, all project supervisors were
appointed by January 1985, except for the Grenada supervisor who was
appointed in April 1985. Conditions precedent to first disbursement
under the country grant agreements were satisfied for all countries
by early February 1985, and the CDB and USAID had approved the
financing of 62 subprojects by late February 1985.
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The mid-term evaluation completed in June 1986
concluded that BNTF was a successful, well-managed project with
subprojects selected to meet basic human and community needs. Of
the 90 subprojects approved, 70 were under construciion of which 37
were completed. The most rapid implementation had been achieved by
Anguilla, St. Lucia and St. Vincent; the least rapid by Antigua and
Barbuda and Belize. Major recommendations included: greater use of
private contractors rather than direct government labor to ensure
timely implementation; extension of the September 1987 PACD to
implement the second phase of the Physical Infrastructure Fund - the
Performance Program; simplification of the subproject selection
criteria; and, clarification or deletion of th~ employment
generation objective.

Based on these recommendations, several project
modif ications were implemented. The PACD was extended for a year to
September 30, 1988 to complete implementation of the Performance
Program. CDB encouraged participating governments to use private
contractors for construction and materials procurement whenever
possible. The employment generation target was reduced to agree
with the evaluation findings. Subproject selection was simplified
under the Performance Program by eliminating the complicated
multiple criteria utility assessment (MCUA) formula contained in the
original design and instead adhering to the general type of
subprojects contained in the original 1list with emphasis on
geographic dispersion, need, development impact, <cost and
sustainability.

Funds allocated for physical infrastructure were
fully committed with the approval of 154 subprojects in the nine
participating countries. Annex J breaks out the list of subprojects
by country, cest, projected number of beneficiaries and other
relevant data., As of February 29, 1988, 100 of these had been
completed and another 53 were in various stages of implementation.
One sub-project has been withdrawn to accommodate increased costs of
another rehabiiitation subproject in that country,.

In addition, RDO/C, in collaboration with the CDB,
has successfully launched an innovative pi'>t maintenance component
utilizing the infrastructure funds provided under the Performance
Program to leverage institutional change on the part of the nine
host governments in addressing weaknesses in their maintenance
systems. In addition to the routine maintenance performed on
BHN/BNTF subprojects, this component has sought to increase public
awareness of the importance of planned maintenance through the
production and distribution of video and radio spots, the provision
of maintenance manuals, tool kits and now-to workshops for facility
users, and ''Best Kept Facility" competitions. Country Maintenance
Committees were formed to coordinate the maintenance activities in
each country.
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Other project accomplishments include the
generation of approximately 100,000 personweeks of short-term
employment for unskilled workers, thereby mitigating the high
unemployment levels in many of the participating countries. In
addition, as a result of limiting procurement to the particular
participating country and the U.S., the capability of 1local
contractors and consultants to design, implement and oversee
construction activities has been enhanced. The increased use of
private contractors has reduced by a third, the time required for
subproject implementation.

2. Rationale

During the negotiation meetings held in 1987 for
the replenishment of CDB's Special Development Funds (SDF 1II),
contributors decided that "in its financing operations CDB should
give priority attention to the financing of employment-intensive
projects geared towards benefitting the pocrest groups in the
poorest borrowing member countries. To support this thrust,
contributors agreed that an appropriation of up to $8 million shall
be made from the contributions for a proposed $20 million Basic
Needs Trust Grant Programme for Group III countries on conditions
that USAID, or some other donor, matches the appropriations made
from SDF II and beneficiary country counterpart contributions.'" CDB
Group III countries include members of the OECS, Anguilla, Belize,
BVI, and Turks and Caicos.

The CDB Governors, in arguing for continuation of
BNTF, stressed the role the project played in alleviating the social
effects of fiscal measures implemented under structural adjustment
programs. According to the Alternate Governor for Dominica, BNTF is
ideally -~tructured to do just this since it reaches out to the
poorest groups and provides some of the social amenities in health,
sanitation and education that improve the condition of life of the
rural poor. '"This (would be) a very inopportune time to terminate
such a program, now that the OECS countries have so clearly
demonstrated their willingness to take necessary (structural)
ad justment measures."

Current literature supports these claims. A survey
of experience with labor-intensive employment schemes has shown that
they can play an important role in maintaining incomes and improving
economic and social capital during the adjustment process.l, This
is so because they invariably provide employment and incomes for
low-income households during the construction phase, and contribute

1/ Adjustment with a Humen Face, Volume 1: Protecting the
Vulnerable and Promoting Growth, 1987; Corma, Joily,
Stewart; p. 205
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to rehabilitation of social and economic infrastructure, which is
often an urgent priority in the adjustment period. The schiemes have
short-run multiplier effects by increasing local purchasing power,
as well as positive long-run developmental effects.

In addition to the employment and infrastructure
objectives cited above, the need for the development of effective
maintenance systems in the participating countries also argvas for
the continuation of the project. BNIF has succeeded in increasing
public awareness of the importance of maintenance as a development
priority. This phase was mnecessary in order to gen.rate the
necessary political support for a more holistic approach to the
problcm of maintenance of public infrastructure. This goal can only
be achieved through the development and implementation of
maintenance plans which: delineate institutional responsibilties;
provide inventories and records of existing facilities; establish
unit costings for maintenance and a system of accounts; determine
and develop principles and practices in managing maintenance; assess
staffing, personel management, and training needs; and, develop a
set of standards and procedures. The above will be the focus of
this next phase of the project.

a. Relationship to AID and RDO/C Strategy

Continuation of BNTF will contribute to
RDO/C's goal of providing a wider sharing of the benefits of
growth. This will be achieved by promoting community development
through the provision of basic social and economic infrastructure
and employment opportunities over « geographically dispersed
population. The infrastructure provided under BNTF complements the
assistance provided for produ-tive infrastructure under RDO/C's
Infrastructure Expansion and Maintenance Systems Project.

b. Relationship to Other Donors

Other donors in the region, including the
British, Canadians and the EEC, continue to provide assistance,
albeit on a smaller scale, for the type of subprojects financed
under BNTF. In September 1987, the Canadian International
Development Agency launched the Small Project Implementation
Facility (SPIF) Program for the Windward and Leeward Islands.

Under SPIF, 10 to 15 small-scale priority
development projects, in the range of CDN$50,000 to $500,000, will
be designed and implemented cover a 3 year period. Projects eligible
for assistance under the program will directly support productive
economic activities, the expansion of economic infrastructure, and
resource management and conservation initiatives in the following
sectors: agriculture, fisheries, forestry, small industries,
tourism, and energy.



B. Project Objectives

The Goal of the Basic Needs Trust Fund is to improve the
economic and social status of lower income groups and to further
promote social and economic growth. The Purpose of the project is
to expand and conserve, using labor intensive methodologies, the
stock of social and economic infrastructure which is essential to
future growth and the provision of basic services and ewnloyment in
the Eastern Caribbean and Belize. This will be achieved by the
construction or rehabilitation of approximately 240 schools, health
clinics, water and drainage systems, and footpaths, and the
provision of approximately 130,000 personweeks of employment. The
project's objective is to maximize the utilization of the countries'
human resources in support of improvements to the basic economic and
social infrastructure in order to promote healthy and equitable
growth in the region, foster greater self-reliance, and better equip
the countries to more readily adapt to the requirements of their
changing economies.

C. Project Components

The three basic components of the present project will
be retained: (1) physical infrastructure fund, (2) maintenance
systems development, and (3) management and implementation of the
project, The Physical Infrastructure Fund provides for the
construction of new, as well as for the rehabilitation of, existing
infrastructure. Activities under the maintenance component stress
sustainability and are designed to establish a sound foundation for
conserving the capital stock constructed or rehabilitated under the
first component, as well as other public infrastructure. The
Management and Implementation component supports the first two
components.

1. Physical Infrastructure Fund

This Amendment will provide an additional $§7.59
million to be utilized in financing high priority, labor-intensive
social and economic infrastructure which meet basic selection
criteria. This additional injection to the fund, equally provided
from AID and CDB resources, will be used to finance both new
construction and rehabilitation of existing infrastructure which
will be selected in accordance with the norms defined by the
economic consultants and detailed in Annex I.

In addition to the original BNIF beneficiary
countries of Anguilla, Antigua and Barbuda, Belize, Dominica,
Grenada, Montserrat, St. Kitts/Nevis, St. Lucia, St. Vincent and the
Grenadines, the other CDB Group III countries of the British Virgin
Islands (BVI) and Turks and Caicos (TCI) will be included under this
amendment. Given AID's significant bilatcral presence in Belize,
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only CDB funds will be used to finance BNTF activities there. All
of the participating countries, except for BVI and TCI, have
submitted preliminary lists of projects for consideration. These
lists will be reviewed for compliance with the agreed criteria by
CDB staff before being approved for inclusion in the programme. The
lists indicate that the countries still have needs in the areas of
educational facilities, health centres, basic water systems,
drainage and footpaths. The two new participating countries will be
approached once AID funding is identified.

2. Maintenance Systems Development

The initial maintenance activities funded under
BNTF succeeded in raising both public and government awareness of
the need for the establishment of routine and preventive maintenance
practices. Under this amendment activities are being designed which
address both the paucity of information on the state of public
infrastructure as well as those which will seek to reduce the cost
of overall maintenance in a period of scarce budgetary resources.
The core maintenance activity will be the development and
implemencation of country maintenance plans. Other maintenance
activities discussed below are designed to complement and reinforce
this core initiative.

a. Maintenance Plan Development

Technical assistance will ©be provided to
assist each participating country with the development and
implementation of a maintenance plan. Under BNTF, the collection of
data necessary for the establishment of a proper system was
initiated. However, this pilot activity was limited to BHN/BNTF
schools and health clinics. The rational allocation of scarce
budgetary resources for maintenance in each of the participating
countries calls for an expansion of this activity to include all
public facilities in the education and health sectors. Factors to
be considered in analyzing and improving the existing system
include: 1) an assessment of the institutional responsibilities and
their coordination (i.e. which agencies are responsible for
financing, planning, designing, constructing, operating, and
maintaining each type of facility); 2) a review of the existing
BHN/BNTF inventory and maintenance records and execution of an
inventory for other eligible public facilities; 3) maintenance
costing, budgetary allocations, 4) the political and administrative
setting; 5) information on staffing, personnel management, and
training needs; and 6) the standards and procedures for inspection
and maintenance work.,
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b. In-country Maintenance Materials Fund

The Maintenance Materials Fund has been used
to provide materials to maintain facilities funded under the
predecessor BHN/CED projects with the countries meeting the
counterpart costs of transportation and labour. The scheme has been
fairly successful with variation in the demand for these funds based
on need, availability of counterpart funding, and competing
maintenance requirements of other non-BHN/CED schools and health
centers. As discussed above, maintenance activities will be
expanded to include all government-owned facilities in the health
and education sectors with the same conditions as previously
agreed, Rather than straight-line allocations among the
participating countries, allocations will be based on identified
need as determined by the inventories discussed above, and
demonstrated counterpart commitment, as evidenced by budgetary
provisions for labour and transportation.

C. Public Awareness Activities

A twenty-minute video, five television spots
and six radio spots, stressing the importance of, and the need for,
preventive maintenance as a public responsibility, have been
produced under this component. Additional funds will be provided
under this Amendment to further these public awareness activities,
using the video as a focus. The creation and production of relevant
posters will also be funded.

d. Maintenance Manuals

The maintenance manuals produced and
distributed to BHN/BNTF facilities under this subcomponent have been
a great success. In keeping with the extension of BNTF maintenance
activities to all government-owned facilities in the education and
health sectors, additional copies will be printed and distributed to
these facilities, as well as to libraries in the beneficiary
countries,

e. Maintenance Implementation

This subcomponent has been used to fund the
implementation of recommendations arising out of the maintenance
evaluation; viz. the provision of toolkits to BNIF funded
facilities, the holding of maintenance workshops for facility users
and the provision of prizes for a maintenance competition for the
BHN/CED and BNTF schools, The first two abovementioned activities
have been very effective and will be continued under the amendment.
The maintenance competition will be completed nearer to the current
PACD and may be continued contingent upon local demand and the
availability of funds provided by the respective governments.
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3. Project Management and Implementation

The mid-term project evaluation {found that the
current project management system, involving regional and
subregional management by CDB and USAID, country-specific management
by full-time supervisors and other host country personnel, and the
use of engineering consultants for design and construction
supervision, generally worked well. Subprojects have been planned,
designed, submitted, and approved rapidly; funds have flowed
smoothly, so that problems with cash flow have not held up
subproject progress; and, communications among the management team
have been well coordinated. The same management structure will
continue under this amendment. Its essential elements are as
follows:

a. CcoB

Primary management responsibility will be
provided by the Infrastructure Division of CDB where an efficient
management team is already in existence. The team consists of three
engineers and a secretary. The management team is responsible for
overall implementation of the Project and is supported by other
divisions of CDB (mainly Legal and Finance) as required.

b. A § E Consultants

While the beneficiary countries generally have
the capability to complete the designs, the small sizes of their
respective design units place constraints on their capacity to
provide these designs in the time required for rapid
implementation. Furthermore, the need for independent verification
of construction activities prior to the authorization of
disbursements makes the retention of consultants mandatory for
technical inspection and issuance of payment certificates on all
projects.

c¢. In-country Supervision

The in-country project supervisors have made a
substantial contribution to the success of project implementation in
their role as day-to-day managers and supervisors of all financed
subprojects as well as liaisons with the CDB management team.
Funding will be continued during this two year amendment.

d. Public Information Program

This  component will  provide for the
publication of information on the program in the various media as
well as for the AID plaques and emblems for the subproject sites. A
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substantial amount of '"free'" publicity is obtained in Government
publications; however, advertisements of procurement notices need
wider dissemination and these costs must be allowed for.

e. Evaluations

The original project design called for three
evaluations, two of which have been completed. The third and final
evaluation will be undertaken by external consultants at project
completion to evaluate overall impact. In the interim, BNTF will be
included in RDO/C's Infrastructure Evaluation to be conducted near
the end of CY88 and financed under the IEMS project. In accordance
with AID payment verification procedures, a compliance audit of BNTF
will be conducted by a local CPA firm with affiliate offices in the
U.S. and experience in conducting such audits.,

D. Sub-project Selection Criteria

Initial subproject selection was based on a Multiple
Criteria Utility Assessment formula contained in the original PP,
This approach proved to be contrived and impractical. In
preparation for this Amendment, AID-financed consultants, and AID
and CDB staff conducted site visits to a representative sample of
participating countries to propose a methodology for the selection
of subprojects, Criteria for subproject selection have been
established based on international and regional norms for BNTF-type
subprojects, interviews with sectorial specialists, and the original
Project Paper. Their purpose is to ensure that, within the design
framework, the subprojects are indeed alleviating constraints in
their respective sectors.

A distinction is made between certain general norms
which apply to all subprojects and specific norms for subprojects in
given sectors. A detailed discussion of these norms can be found in
Annex I.:

1. General Norms

0 Subprojects should be 1limited to the following
sectors: health, education, water supply,
drainage, footpaths, roads, and day c-.re centers.

0 Subprojects financed under BNTF may not exceed
US$500,000.

0 Subproject designs should maximize labor-intensive
technologies, while minimizing recurrent
maintenance costs.

0 Subprojects should be geographically dispersed.
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(o} New construction should only be undertaken when
answering an identifiable need; rehabilitation
works only when a structure operating at or above
planned capacity presents major defects and
wear-and-tear.

2. Specific Norms

Annex I provides a detailed description of the
specific norms and the conclusions reached with respect to
subproject eligibility. These are summarized below:

a, Health

To appraise health coverage of a given region,
the following indicators should be used:

Type of services provided in the clinic
Population in the clinic's catchment area
Physical accessibility of the clinic
Utilization of the clinic by the population

PR S ]

In summary, the construction of new primary
health clinics is justified in those areas where people are
presently traveling for more than an hour, provided the clinic will
offer the 8 minimum service elements in accordance with WHO
guidelines, and that their population is at 1least 2000 people.
Extensions and additional <clinics in populated areas may be
considered where utilization exceeds 100% of planned capacity.
Rehabilitation works should only be considered for clinics operating
close to or above their expected utilization. Upon subproject
approval by the CDB and concurrence by USAID, technical assistance
will be available from other AID projects to explore the adoption
and implementation of an amended user fee schedule and the
possibility of the clinic retaining a portion of the fees as
incentives to private financing of health care delivery services.

b. Education

The following indicators should be wused to
measure the extent of education coverage, and to assist in the
decision to build additional school infrastructure:

Number of pupils per classroom

Dimension of classroom

Travel distance to school

Children unable to attend school due to
infrastructure constraints

&N -
e o s o
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Extension or new school construction are
justified when one of the three following conditions occur: a) the
existing school is operating significantly over capacity, defined as
below 20 sq. feet of classroom space per pupil or where shift
systems are in use; b) where travel time exceeds 1 hour; and, c)
where students are unable to attend school because there is a
shortage of classroom space or because they live too far from
school. Economies of scale require any secondary school
construction to serve a minimum of 400 students.

c. Water Supply

A water supply subproject will be considered
as justified when: 1) all provisions are made that the water
supplied by the new system will be safe for human consumption; and,
2) the new system will reduce access time to safe water supply to
the 1-~levant population to less than 15 minutes walking distance.
The development of treatment plants on existing untreated water
supplies and the extension of existing systems can be justified on
this basis.

d. Drainage and Footpaths

Drainage and footpaths are considered as a
basic need whenever it is found that the lack chereof has adverse
effects on the living conditions and health of the population.

e. Roads
Road rehabilitation subprojects will be
justified if current traffic on the proposed road is of at least 20
vehicle movements per day.

t. Day Care Centers

The following indicators should be wused to
assist in the decision to build a day care center:

. Number of children per caretaker

. Number of children per square foot

. Centrally located to industrial site's
catchment area

4., Financial viability of center

1
2
3

Construction of day care centers is justified
when the proposed child/caretaker ratio is not greater than 15/1,
when a minimum of 20 sq. ft. per child is allocated, and when
adequate financing is available to ensure effective operations of
the center. Upon subproject approval by the CDB and concurrence by
USAID, technical assistance will be available from other AID
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projects to explore alternative modes of financing (e.g. the
beneficiary companies in the industrial site) the center's recurrent
costs, including operations and routine maintenance.

3. Other Selection Criteria

In addition to the selection criteria outlined
above, host government priority, availability of alternative funding
and consonance with AID and CDB policies will continue to be
overriding factors in subproject selection.

E. Country Allocations

Under the original BNTF, a total of $12.55 million was
allocated for construction subprojects under the Physical
Infrastructure Fund. $7.6 million was distributed on the basis of
absorptive capacity, population, demonstrated need, size and quality
of subprojects and recipient government commitment to maintenance,
An incentive structure was built into the second phase of the
Physical Infrastructure Fund, known as the Performance Program,
whereby countries were judged and funds ($4.95 million) allocated on
the basis of the countries' implementation performance, not only in
terms of the speed of actual subproject construction, but also the
attention accorded to maintenance of BHN/CED subprojects.

Under this Amendment, an additional $7.59 million has
been allocated for subprojects on the basis of the need criteria
cited above plus the speed of implementation of the Performance
Program subprojects and the in-country maintenance activities
arising out the BNTF maintenance evaluation.
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TABLE 2
Country Allocations
Present Incremental Total

Country Population Allgcation Allgcation Allocation
Anguilla 6,800 348,500 250,000 598,500
Antigua § Barbuda 81,000 1,386,100 500,000 1,886,100
Belize 169,500 1,876,150 1,100,000 2,976,15vu
British Virgin Is. 12,000 - 300,000 300,000
Dominica 78,100 1,876,150 1,100,000 2,976,150
Grenada 102,100 1,485,100 1,000,000 2,485,100
Montserrat 11,900 548,500 140,000 688,500
St. Kitts § Nevis 45,800 1,584,100 800,000 2,384,100
St. Lucia 139,500 1,762,300 1,100,000 2,862,300

St. Vincent §
the Grenadines 111,000 1,683,100 1,100,000 2,783,100
Turks § Caicos Is. 10,000 - 200,000 200,000
767,000 12,550,000 7,590,000 20,140,000
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III. COST ESTIMATE AND FINANCIAL PLAN

A. Component Cost Summary

The original Project totaled US$16.2 million in grant
assistance of which AID contributed $12.7 million and the CDB $3.5
million. Under this Amendment, project funding will be increased by
$10 million with AID contributing $5 million and CDB $5 million,
bringing the total grant assistance to $26.2 million. An additional
two years will be required to implement the activities described in
this Amendment. A summary of the original, incremental, and revised
total cost by major project component and source of funding is
provided below.

TABLE 3
BNTF AMENDMENT COMPONENT COST SUMMARY
LOP COST (US$000s)

COMPONENT ORIGINAL AMEND #1 TOTAL COMBINED
- ATD  CDB  AID  CDB  AID  CDB  ~ TOTAL
Physical

Infrastructure 9,707 2,843 3,795 3,795 13,502 6,638 20,140
Maintenance 650 - 362.5 362 1,012.5 362.5 1,375
Project

Mgmt./Imp. 2,343 657 842.5 842.5 3,185.5 1,499.5 4,685

TOTAL 12,700 3,500 5,000 5,000 17,700 8,500 26,200

B. Financial Plan

Table 4 gives details of the financial plan for the
amended portion of the Project, Table 5 estimates the level of
expenditures by project year for the six year life of project.
Project years equate to fiscal years assuming authorization and
obligation prior to the current PACD of September 30, 1988. The
latest estimate of expenditure on the project indicates that at the
present PACD, approximately $622,000 of the total grant will remain
unspent, which explains the difference between the figures presented
in Table 4 and 5. This is the result of savings on several
completed items and two in progress which are unlikely to be
completed before the PACD. The incremental allocations made in
Table 4 assume use of these unexpended amounts in the extension to
the Project.






TABLE S
SUNNRRY FINANCIRL PLAN

RCTUARL DISBURSERENTS COnNITHENTS PROJECTED DISBURSENENTS
YEAR 1 YEAR 2 YEAR 3 PERR 4 YERR S YEAR 6
ITERN AID cos RID coa AID cos AI0 coe AID cos RID coe TOTARL
A. Physical Infrastructure 1,115,661 16,343 3,861,162 S63,06% 1,542,783 393,227 3,187,294 1,869,565 1,518,000 1,518,000 2,2?¢7,000 2,277,000 20,140,000
8. HMainterarce
1.Ranuals - -~ 2,000 13,33S - 2,625 - 3,940 2,500 - - 25,000
2.Ntce. Plans Deu. - - - - - - 10,000 - 100,000 50,000 - - 170,000
3.Public Ruareness Rct. - - - - <“73 - “9,522 - 10,000 10,000 5,000 $.000 80,000
4.Ctrgy. Ntce. Funds - - 5,234 - 110,226 - 134,540 - 225,0Nn0 ?5,000 175,000 175,000 900,000
S.Mtce. lnplementation - - - - S5,446 - 44,554 - 45,000 15,000 20,000 20,000 200,000
Subtotal o o V,234 o 180,08S o 241,241 o] 383,940 162,500 200,000 200,000 1,375,000
C. Project Nanagewert and
Implenentation
1. CD8B
a. Subproject Ident. 16,267 1,317 - - - - 33 3,683 - - - - 2,000
b. Project Seminar S, 74?7 1,616 - - 5,696 1,425 - - 8,557 4,959 - - 29,000
c. Ohr. Hare - CDB 80,712 21,343 113,665 33,082 113,271 21,275 162,352 43,510 91,000 91,000 95,000 95,000 972,000
d. Public Info. 4,782 1,094 8,98S 2,245 8,529 1.836 9,305 3,124 14,300 3,700 5,000 6,000 70,000
e. Travel - CDB 3,978 1,384 17,766 4,149 20,623 S.228 20,627 6,243 19,000 19,000 21,000 21,000 160,000
f. Indirect Costs 29,255 7,780 a5, 24?7 12,260 45,55S 12,425 57,413 23,53s 36,000 38,000 40,000 40,000 391,00C
g. Contingencies - - - - - - - - 36,000 3,000 172,000 17,000 9,000 \
Subtotal 140,771 34,534 187,163 52,533 193,77 £2,189 250,430 80,08s 206,857 165,659 179,000 179,000 1,722,000
—
2. Country Superuisors ©0, 16 13,331 79,665 21,517 v1,389 19,372 120,730 33,7e0 84,000 84,000 B?7.500 87,S00 ?63.000'_35
3. Consul tants CARRED 155,416 13,712 216,022 25,762 144,487 129,463 302,075 113,063 302,560 258,000 156,000 126,000 1,972,560 \
4. Evaluations 29,447 - 57,993 - - - - - 50,000 - 90,000 - 227,440
TOTRL 1,491,451 T.320 4,409,239 663,677 2.132,52 594,251 <4,111,930 2,096,493 2,545,357 2,188, 19 2,989,500 2,899,500 26,200,000

Notes: 1. Disbursements for Yrs. 1 to 3 are at 12-31-85, *86, and "H7 respectively.
2. Year 4 ends at 9-30-88.
3. Years S and 6 are from 10-01-88 to 9-30-89 and 10-01-89 to 9-30-30 respectively.
B8-05-27
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The elements to be financed were discussed in Section II
at length and additioral details of the maintenance and project
management and implementation components of the Project can be found
in Annex F.

C. Methods of Implementation and Financing

The Basic Needs Trust Fund Project is implemented by the
Caribbean Development Bank through a separate Trust Fund account
established within the CDB. Funds have been disbursed to the CDB on
a 90 day advance system in accordance with AID Handbook 11
implementing procedures. As covenanted, the CDB has established a
Letter of Credit in a commercial bank in each participating
country. Drawdowns on the Letters of Credit are done in accordance
with actual expenditures for subprojects and replenished by the CDB
as necessary throughout the 1life of the project. The country
supervisor is empowered to make payments based on certified
documentation by a designated official of the Ministry of Finance
and, as appropriate, by retained consultants.

The implementing organization, through past and present
loan and grant funded projects, has substantial experience
monitoring AID's financial and procurement requirements. Under the
Management and Implementation component, financing is provided for
the necessary support staff from CDB's Finance Division to ensure
adequate procedures for: controlling and reporting on flows of
funds, adhering to and recording compliance with AID and CDB's
procurement regulations, and, evaluating the financial statements
submitted by the participating countries. In summer 1987, RDO/C's
Controller's Office, as a part of its regular oversight
responsibilities, conducted a financial review of CDB financial
operations with respect to BNTF. The CDB was deemed to be in
compliance with AID's financial and procurement proczdures,

Fifty thousand dollars (US$50,000) has been set aside
under the Evaluation line item of this Amendment for a project audit
in accordance with Payment Verification Policy Statement No. 6.
Since annual financial audits of CDB's operations are conducted by
external auditors, it is expected that project funds will be used to
conduct a compliance audit. Thic will be carried out by one of the
local CPA firms with affiliate offices in the U.S. who have
experience in conducting such audits. This mix will enable local
CPA firms to build up their capability and ensure IG approval
through cross-fertilization with U.S. auditors familiar with AID
rules and regulations.

As indicated in the P.P. Amendment cover sheet, the
RDO/C controller has reviewed and approved the methods of
implementation and financing for the activities included in this
amendment,
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v, IMPLEMENTATION PLAN

A. Implementation Analysis

The amended BNTF is a six year and 3 months project with
a PACD of September 30, 1990. Activities under the present phase of
BNTF are ongoing, with expected completion of the construction
subprojects by the end of June, and all other activities by the
September 30, 1988 PACD. The implementation schedule is divide.
into the two major project components: Physical Infrastructure, and
Maintenance Systems Development. The third, Management and
Implementation is ongoing, and assuming there is no gap between the
current PACD and obligation of this amendment, should involve no
significant start-up time. If this is not the case, then at least
three months will need to be added to the overall implementation
schedule. The implementation schedule (Table 6) assumes a fourth
quarter FY 88 obligation and initiation of amendment activities
beginning in August, While there 1is a «certain degree of
flexibility, the early obligation date 1is assumed in order to
initiate contracting actions for the maintenance development
component as soon as possible.

The only RDO/C implementation action required under both
components discussed below is the drafting and signing of the
Project Grant Agreement Amendment and modifying the Dbasic
implementation letter, where necessary. Following the ProAg
signing, the CDB will amend the existing country grant agreements to
increase the allocations presently authorized. These agreements
deal specifically with subproject review and approval processes,
disbursements, the use of consultants, maintenance responsibilities,
etc.

1. Physical Infrastructure Fund

The preliminary subproject lists for this Amendment
have already been submitted by almost all of the participating
governments. The CDB management team will be responsible for
reviewing these for eligibility and compliance with the selection
criteria before proposing individual subprojects for RDO/C's
concurrence and approval by the President of CDB. The CDB
me¢nagement team, in collaboration with the country supervisors, will
be responsible for the procurement of A§E consultants for the
detign, construction and supervision of the approved subprojects.
The CNB will organize and conduct the project supervisors' workshop.

2. Maintenance Systems Development

The CDB will solicit qualified consultants in each
of the beneficiary countries to assist in the development and
implementation of maintenance plans. Letters inviting proposals
from in-country consultants will be forwarded around mid-year and it
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is anticipated that they will be in place by the end of September.
The first task will be to prepare a complete inventory, inclusive of
a technical inspection, of the stock of schools and health clinics
in the eleven participating countries. This will be followed by
identification of the priority repairs, preparation of a budget and
reconciliation with the existing country budget for the current
financial year. The consultants will also be required to review the
existing maintenance practices in the various countries and make
recommendations for the improvement and enhancement of these systems
in light of their findings. 1In consultation with the respective
governments, the databases and appropriate recommendations prepared
by the consultants will be used to assist in the preparation of a
plan incorporating routine and preventative maintenance in the
context of the existing financial parameters. CDB staff, who are
already assisting the countries in preparation of their public
sector investment programs, will assist in this exercise as their
access to the decision makers in the various countries is superior
to that which would be accorded to consultants. The Maintenance
Materials Fund will then be allocated on a priority basis, with the
participating governments providing labor and transport. Workshops
will be conducted for facility users and maintenance personnel to
familiarize them with preventative maintenance techniques and basic
repairs. These workshops will be conducted by personnel from the
particular country's vocational school who have already indicated
their willingness to do so. Additional toolkits and maintenance
manuals will be prepared and distributed to the newly constructed
facilities and other public awareness activities will be implemented
throughout the remaining two years.

TABLE 6
BNTF AMENDMENT IMPLEMENTATION SCHEDULE

August 88 - Project Agreement signed by AID and CDB
- Letters of invitation soliciting Maintenance
Consultants forwarded
- Public Awareness Campaign launched

September 88 - Country Agreements amended and signed
- Final subproject selection initiated

October 88 - Maintenance Consultants hired
- Procurement of A§E consultants initiated

November 88 - Country Supervisors' Contracts extended

December 88 - RDO/C Infrastructure Evaluation conducted
- Design of Subprojects begins
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January 88 - Subproject construction begins

February 89 - Maintenance Plans completed

March 89 - Maintenance Materials Fund activities initiated

April 89 - Maintenance Workshops conducted, toolkits and
manuals distributed

August 89 - Compliance audit conducted

October 89 - Country Supervisors Workshop conducted

August 90 - Construction subprojects completed

August 90 - Final evaluation of Project Activities

September 90 PACD
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B.  Procurement Plan

1. AGE Consultants

The proposed subprojects range from schools, health
clinics, water and drainage systems to rural roads and footpaths and
are located in eleven separate countries. All of the subprojects
will be undertaken by force account or through private contracts,
with preference for the latter due to more rapid implementation. As
needed, short-term consultants will assist both private contractors
and relevant ministries in planning and design. These consultants
will perform periodic inspections of the work and its certification
for disbursements. To continue this service which will be
undertaken by firms from the participating Caribbean countries, an
additional $780,000 has been budgeted for the remaining two years of
the Project.

The private sector capacity is available on each
island and the CDB, in consultation with the country supervisors and
relevant government authorities, will continue to select and
negotiate contracts with qualified firms.

As part of initial project implementation of BNTF,
RDO/C's Regional Legal Advisor examined CDB's guidelines for
procurement and its guidelines for choice of consultants. The
initial 1Implementation Letter authorized wuse of the CDB's
procurement rules to the extent that they were consistent with the
tenor of AID's rules. The IL noted the areas of inconsistency and
recommended appropriate solutions. It is recommended that, under
this Amendment, the narrow interpretation of situs country as the
sole source of procurement besides the United States, be broadened
to allow participation by Caribbean member countries of the CDB and
possibly other CDB member countries. The waiver requesting this
modification is discussed below. This would allow greater
flexibility and enhance competition. At the country level, the
relevant ministry and the country supervisor will be responsible for
procuring services and related materials and equipment in consonance
with the CDB's procurement guidelines accepted by AID,

2. Maintenance Plans Consultants

The CDB will solicit, using letters of invitation
requesting proposals addressing specific terms of reference,
qualified consultants in each of the beneficiary countries to assist
in the development and implementation of maintenance plans. These
consultants will be supervised and their work coordinated by the CDB
management team who will also be responsible for initiating and
conducting the discussions with appropriate officials of the various
governments on the findings and recommendations of the consultants.



=25=-

C. Procurement Waiver

The source eligibility for SDA grant monies under this
project is Code 000 and the participating CDB member countries. On
September 13, 1984, a waiver was approved to (1) permit the
procurement of commodities totaling up to 2.5 million U.S. dollars
from AID Geographic Code 899 and (2) authorize an increase in the
unit price for off-the-shelf procurement from $5,000 to $10,000 for
the BNTF project. Under this Amendment, the RDO/C Director is being
requested to waive U.S. source, origin, and nationality requirements
from AID Geographic Code 000 to permit AID financing of the
procurement of goods and services, other than trensportation
services, in any country included in AID Geographic Code 899 for up
to an additional $2.5 million of project funds. The text of the
waiver and supporting justification are contained in Annex K.



V. MONITORING PLAN

A. AID Responsibilities

RDO/C's Engineering Office will continue to have overall
AID project management responsibilities for the Project. Working in
conjunction with the Project Development Office, the Regional Legal
Advisor, the Regional Contracting Officer, and the Controller, an
engineer in this Office will monitor all grant activities, maintain
regular communications with the CDB, assure compliance with the
Grant Agreement, and participate in evaluations, and other project
work, as necessary. In addition to these general areas, the
Engineering Office will (1) review and forward for disbursement all
CDB vouchers, (2) participate in any operational approval processes
requiring AID approval, (3) receive quarterly progress reports, and
(4) visit individual participating countries to assure that the
Project is being implemented as mutually agreed upon.

B. CDB Responsibilities

The current CDB management team, consisting of the Chief
Project Officer, two Project Officers (both engineers) and a
secretary from CDB's Infrastructure Division, will continue to have
overall responsibility for all facets of project implementation.
This includes liaising with host governments, country supervisors,
AID and external consultants, as necessary, to carry out this
Project Amendment. The Chief Project Officer will be specifically
responsible for the implementation of all aspects of the project and
can access additional CDB staff, as needed, to assist with project
implementation,

C. Host Country Responsibilities

During the remainder of the Project, a range of
subproject construction and maintenance activities will be
implemented at the country level. Each participating country will
continue to have a country supervisor who will be responsible for
all facets of the Project at the country level.

Most of the design and construction of the subprojects
will be carried out by external consultants. The country supervisor
will be responsible for ensuring preparation of subproject
documentation, procurement, weekly monitoring and inspection, report
writing, voucher preparation, etc.

Maintenance activities will continue to receive special
attention under this Amendment. Local consultants, coordinated by
the CDB management team, will assist the host governments in the
development and implementation of overall maintenance plans.
Maintenance activities will be under the supervision of the country
supervisor in association, as appropriate, with government
ministries and private contractors.
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VI. SUMMARY ANALYSES

Since the technical aspects, implementing institution, and
intended beneficiaries of the project remain unchanged under this
Amendment, only the economic analysis has been revised (see Annex I)
and its conclusions summarized below. The environmental
considerations contained in the Initial Environmental Examination
prepared for this Amendment have also been included.

A. Revised Economic Analysis

The economic analysis in Annex I estimates the overall
economic benefit which will be generated by an extension of the BNTF
project. In order to calculate the economic return of the project,
the analysis attempted to estimate the macroeconomic sectorial
marginal rates of return of the project, and to add to these the
benefits from temporary employment provided under BNTF to otherwise
underemployed disadvantaged poor. The analysis assumes that only
subprojects which effectively alleviate sectorial constraints will
be undertaken. The general and specific norms discussed in Section
I1.D. will be used to identify such subprojects. The results of the
analysis are present below.

1. Rate of Return of the Project

The analysis estimated rates of return for
investment in the sccial sectors in the Eastern Caribbean and
provided the rationale for determining eligible and ineligible
sectors for BNTF financing. For primary health care clinics in the
Eastern Caribbean, it is reasonable to assume that construction or
rehabilitation will, whenever such works are actually needed
according to WHO guidelines, generate rates of return in excess of
12%. Taking into account the employment of otherwise unemployed
people, the returns from BNTF health-related subprojects will exceed
16%, when in 1line with WHO guidelines. Additional school
infrastructure, water supply and drainage systems will also generate
similar rates of return. Though the economic and social benefits of
footpaths cannot be quantified, they are in the range of other BNIF
subprojects. If the norms cited in Section II.D. are applied, road
projects under the BNTF project can be expected to yield rates of
return of 16% and above.

The analysis recommended that multipurpose and
community centers be excluded from financing under this Amendment
given the relatively low socio-economic benefits they generate in
comparison with  other  subprojects described above. For
organizational and institutional reasons as well as questionable
targetting of the intended poor and disadvantaged project
beneficiaries, it is recommended that agricultural and reforestation
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projects be excluded, even when the rates of return appear
relatively high. The analysis recommended that day care centers not
be eligible for financing under this Amendment since the
"willingness to pay' is very low and the centers would not be
financially viable unless government subsidized, thereby reducing
the likelihood that they could function effectively,

2. Conclusion

Provided adequate guidelines for project selection
are followed, balanced investments in the social sectors to be
financed under the BNTF project will yield rates of return of at
least 16%, well above the usual requirements for development
projects. More specifically, the rates of return for primary health
care clinics, school infrastructure, water supply and drainage
systems, and roads justify their inclusion as eligible subprojects
und-r this Amendment. Agricultural and reforestation subprojects as
well as multipurpose, community, and day care centers were not
recommended for financing under this Amendment. In the Mission
review of this PP Amendment, it was decided that day care centers
are eligible as subprojects under this Amendment if they can be
justified on the basis of demand, and if sufficient finmancing could
be arranged to cover both initial capital costs and ongoing
operating expenses.

B. Environmental Considerations

The amendment to the Initial Environmental Examination
(IEE) recommending a Negative Threshold Determination was approved
by the LAC Chief Environmental Officer (see Annex D). The IEE
amendment recognizes that the vast majority of possible subprojects
will neither nced nor benefit from further environmental analysis.
This shall apply to all subprojects which are designed to
rehabilitate, add to, extend, repair or maintain existing
infrastructure, so long as such development does not significantly
change, or causc to be changed, the character or use of tie original
infrastructure or affected area. However, in the <case of
subprojects which may change, or cause to change, land use pattems,
environmental systems such as hydrology, water and air quality,
physical ecology, are of a controversial nature, or where there is a
reasonable risk of significant adverse effects on the general
environment, further environmental analysis will be required. As a
covenant to the Project Grant Agreement, the CDB will, for any
subproject where consultants indicate there may be potentially
significant adverse effects, further review the findings related to
these environmental effects. Any such subprojects will be subject
to additional environmental analyses by the CDB staff and AID
approval prior to CDB financing.
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VII. NEGOTIATING STATUS, CONDITIONS PRECEDENT, AND COVENANTS

A. Negotiating Status

RDO/C has discussed the continuation of the Basic Needs
Trust Fund. Agreement has been reached on the additional amounts to
be provided by the two institutions, the extension of the PACD, the
addition of the British Virgin Islands and Turks and Caicos, and the
mix of construction and maintenance activities to be undertaken
under this Amendment, This PF Amendment is viewed as a
collaborative endeavor and as such, has ©been submitted
simultaneously to RDO/C and CDB management for review., Major issues
to be discussed in these reviews are the country allocations,
subproject eligibility, expanded procurement, and the additional
Special Covenant included below. Once reviewed and approved by the
CDB management, and u»on notification that AID funds have been
identified, the proposal will be submitted to the CDB Board of
Directors for consideration and approval prior to signing of the
Project Agreement.

B. Conditions Precedent and Special Covenants

The Conditions Precedent to disbursement contained in
the original Grant Agreement have been satisfied and no additional
CPs are recommended for this Amendment. The Special Covenants in
the original Grant Agreement remain in force. The original CPs and
Special Covenants are included in Annex L.
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VIII. EVALUATION PLAN

A. Final Evaluation

There will be one review and one evaluation conducted
during the remaining life of project. A mid-project review of the
BNTF Project will be included in RDO/C's Infrastructure Evaluation.
The second and final evaluation will be conducted and finmanced under
the Project in the final months preceding the PACD. It will analyze
the Project in terms of anticipated outputs and the projected
end-of -project status (see Logical Framework Matrix, Annex B).
Specifically, it will collect data on the following:

-= the value of the capital stock constructed,
rehabilitated or improved;

-~ the actual number of beneficiaries and benefits derived
from improved social and economic infrastructure;

-- the actual number of person-weeks of employment
provided, broken out by skilled and unskilled labor,
age, gender, pre- and post-project employment;

--  host country commitment to effective and efficient
maintenance systems for government-owned health and
education facilities, as evidenced by successful
development and implementation of maintenance plans,
improved planning, budgetting and management for such
maintenance activities; and,

-- increased public awareness and commitment to the
maintenance of public facilities, as evidenced by
reduced vandalism; contributions by the beneficiary
communities, especially the facility users, to
preventive maintenance; best-kept competitions; and
other publicity initiatives.
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SUBJECT: BNTF PP AMENDMENT - N
REF: . (A) BFIDGETCWN 00£00, (B) B& STATE 115593 R L::::, i e
1. LAC/DE HAS THE FOLLOWING COMMENTS ON THE INFOFMATION ' A
CEBLE (PEF A) REGARDING THE MISSION'S PLANS T3 AMEND THE !
EASIC NEECS TRUST FUND PROJECT (538-0103). o

2. AS POINTED QUT BY THE - MISSINN, THt DELEGATION OF
ALTHEIFITY T3 AMEND THE PP WAS PROVIDED IN REF B.
POWEVER, THOUGK PARAGRAPH G, 0OF REF B CONVEYS AFPROVAL TO
CELIGATE FUNDS THFJUGH FY 288, IT OOFS HOT CONSTITUTE

TAPPROVAL TN EXTEN[ THE PACD TC SEPT. 30, 1950 AS WAS
TRTERSKETEN PY THE MISSION. SINCE A THFREE YEAFR
CUMULATIVE PACD EXTENSION SURPASSES THE KECELEGATED
LFPRUVAL AUTHORITY CONTAINED IN 50a 754 SECTION ITI D 2,
THE AA/LAC MUST APPROVE THE PROPDCSED PACC EXTENSION.
EASEL ON INFIFMATION CONTAINED IN REFTEL, LAC/DF WILL
FRESARE AN ACTION MEMDRANCUM RECOMMENDING THE AA/LEC
LFFRIVE A PACD EXTENSION TO SEPTEMZER 30, 1990.

. THE BUFEAU'S CURRENT POLICY IS T2 PFGHIBIT THE USE

OF NEVW FUNDS FJF SCHOZL CONSTRUCTION IN PART DUE TO
TIGHT ERPD PUDGET. THOUGE IT APPEAPRS THE MISSION DIJES
NCT SLAN TN FUND THE SURJECT BNTF AMENCMENT FROM EHRD,
THE ULSE JF ANY NEW FY 82 FUNDS FOF SCHJIDL CONSTRUCTIDN
TC SUSJECT TD FREVIEW. AS WAS LISCUSSED BPY T. BROWN IN A
FECENT TELCON WITH MISSION DIRECTOFR HILTAWAY, NO SCHIOL
CINSTRUCTION ACTIVITIES SH3ULD BE PLANNED UNDER THE
PEOJECT WITHOUT PRIOR APPROVAL GF THE AA/LAC. MDDEST
REMIVATION JF EXISTING CLASSRIIMS IS NOT A PRIOLEM,

FCO INCLUSION IN THE PACD EXTENSION REQUEST, PLEASE
PROVICE THE FOLLOWING?:

(A) DEFINITION OF MAINTENANCE/RENOVATION ACTIVITIES;
(c) CRITEFIA FOR SELECTION OF FENTVATION PRJJECTS)

(C) ECSTIMATES DJF TITAL NUMBEF OF CLACSSROCMS TO BF
SENGVATED AND CDST,

UNCLASSIFIED STATE (05624C
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4. TxE 1968 CP FOR RDI/C SHIWS THE PLANNED LIFE TF bpace 2 of 6

FROJECT FUNDING AS COLS 18.3 INCREASEL FRGM DOLS 12.7 1IN
THE PREVIOUS YELF. HIWEVER, THE 1989 CP SHOWS A PLANNED
- LOP AUTHORIZATION JF DOLS 12.7 REVERTING TJ THE JRIGINAL
FUNDING LEVEL. REF (A) ADVISES OF A PLANNED LCP OF DOLS
17.7 ILLIJON. PLEASE CLARIFY FUNDING LEVELS AND
ACCIUNTS,,

£. A CNM WILL NJIT BE REQUIRED IF THE PEVISED LOP LEVEL
IS INCLUDED IN THE GLORRL REPORT TO BE TRANSMITTED 71O
CONGFESS WITHIN THE NEXT FEW WEEKS. LIKEWISE, TKE
ACDITID™ OF SDA 70 THIS PRJIJECT WILL NDOT REQUIRE A CN IF
IT I< ALSO INCLUDRED IN THE GLOPAL REPORT. (NEW CN
CUIDANCE WILL 8% TRANSMITTED TO MISSIONS SHORTLY.)
SFULTZ
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AIDAC

E.0. 1235€: N/A
TAGS ¢ NDNE
SUBJECT: BRNTF PP AMENDMENT

REF(A): '88 STATE 0562405 (B) '38 BRIDGETOWN 0060C
1. THIS IS AN ACTION MESSAGE.

>. THE PURPOSE OF THIS CABLE IS TGO PROVIDE THE

INFORMATION REQUESTED IN PARA 3 OF REF (A):
CEFINITION OF MAINTENANCE /RENDVATION ACTIVITIES;
SELECTION CRITERIA FOR SENOVATION PROJECTS; AND,
ESTIMATES OF TOTAL NUMBER OF CLASSRDAMS TO BE
RENJVATED AND COST. RESPONSE TO THIS REQUEST WAS
CONTINGENT UPON THE RECEIPT IF THE SUBPROJECT LISTS
FROM THE PARTICIPATING COUNTRIES, AND REVIEW AND
REVISION OF THE SELECTINN CRITERIA BY THE PP
AMENDMENT DESIGN TEAM. BOTH OF THESE ACTIVITIES WERE
COMPLETED THIS WEEK. IT SHOULD BE NOTED THAT THE
CLASSROOM ESTIMATES AND COST ARE BASED ON A LIST OF
SUBPROJECTS SUBMITTED BY PARTICIPATING HOST
GOVERMWENTS IN ACCORDANCE WITH GUIDELINES PROVIDED BY
THE C EAN DEVELOPMENT BANK. THE REQUESTS FAR
EXCEEB¥IHE EXPECTED COUNTRY ALLOCATIONS WHICH WILL BE
CETERMINED IN THE COMING WEEKS AS WE FINALIZE THE
. PROJECT PAPER AMENDMENT.

.-3. DEFINITION OF MAINTENANCE /RENDVATION
 ACITIVITIES: MAINTENANCE/RENOVATION ACTIVITIES ARE
SDEFINED AS WORKS TO AN EXISTING STRUCTURE CURRENTLY
IN USE. MAINTENANCE ACTIVITTIES ARE THOSE WORKS WHICH
IMPROVE THE CONDITTON OF THE STRUCTURE, WITHOUT
STGNTFICANTLY CHANGING THE QUALITY OF SERVICE OFFEREC
BY THAT STRUCTURE. : RENOVATION ACTIVITIES ARE THE
WORKS NECESSARY TO BRING THE LEVEL OF SERVICE BACK TO
NORMAL, WHEN A STRUCTURE IS NOT CAPABLE OF FULFILLING
ITS INTENDED USE DUE TO DAMAGES.

4. SELECTION CRITERIA: IN ANTICIPATION OF THE
PROPOSED AMENDMENT, PARTICIPATING GOVERNMENTS WERE
REQUESTED IN JANUARY TO SUBMIT A LISV GF
SUBPRUOJECTS. INDIVIDUAL COUNTRY ALLOCATIONS WILL BE
DETERMINED BASED ON NEED AND PAST PROJECT
PERFUORMANCE, BOTH WITH RESPECT TO MAINTENANCE AND
IMPLEMENTATIUN. THE SELECTION CRITERIA CONTAINEC 1IN
THE PP AND GRANT AGREEMENT AMENDMENT WILL BE APPLIED
TO THESE SUBPROJECT LISTS TO DETERMINE THEIR

BRIDGETOWN 2300
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N ANNEX A
ELTGIBILTIY FOR FINANCING UNDER BNTF. OVER THE PAST Page 4 of 6

THREE WEEKS, TwD ECONOMISYS ASSISTED THE MISSION 1IN
REVIEWING AND REVISING THE SUBPROJECT SELECTION
CRITERIA. THEY HAVE PROPJISED A SET OF GENERAL NORMS
TC BE APPLIED TO ALL PROJECTS, &ND SPECIFIC NORMS FQOR
GIVEN SECTORS.

THE RELEVANT GENERAL NORMS ARE AS FOLLOWS: A)
SUBPROJECTS FINANCED SHJULD NOT EXCEED US DOLS
500,C00 AND SHOULD BE COST EFFICIENT; B) SUBPROJECTS
T MUST BE BUILT ON LAND OWNED BY THE GOVERNMENT; C)
SUBPRJJECT DESIGNS SHOULD MAXIMIZE LLASODR INTENSIVE
TECHNOLOGIES, WHILE MINIMIZING RECUPRENT MAINTENANCE ik
COSTSy C) SUBPROJECTS SHOULD BE GEOGRAPHICALLY .
CISPEFSED IN THE BENEFICIARY COUNTRIES; ARND, E) NEW,
CONSTRUCTION SHOULD ONLY 2E UNDERTAKEN WMEN ANSWERING
AN ICTENTIFIABLE NEED AS DEFINED BELDW. FREHARILITA-
TI3N WORKS SHOULC ONLY 2E UNDERTAKEN WHEN A STRUCTUSE
IS DFERETING CLZSZ TO 7P ABOVE ITS DRIGINAL PLANNET
CAPACITY BUT PRESENTS MAJIR DEFECTS AND
WEAR-ANC-TEAR. £S A RULE OF THUMB, IT IS PROPISED
THAT NO FACILITY USED AT LESS THAN 70% DF ITS
PLANNED CAPACITY SHJULD BE REZHABRILITATEC WITHOUT
FURTHER INSTITUTIONAL ANALYSIS. AS IN THE PREVIOJUS
PHASES JF BNTF, HOST GOVERNMENT PRIORITY,
AVATLAEILITY OF ALTERNATIVE FUNCING AND CONSONANCE
WITH AIC ANC CDB FOLICIES ARZ OVERRIDING FACTORS IN
SUE-FKCJECT SELECTION.

THE FOLLOWING PARAMETEFRS WERE USEDC TJ DEVELIP THE
SPECIFIC NORMS FOR EDUCATIONAL SUEPFOJECTS: NUMBEFRS
JF PUPILS PER CLASSROOM; DIMENSION OF CLASSRNOOM;
TRAVEL 'DISTANCE TO SCHDOL; AND CHILCREN UNABLE T9
ATTEND 'SCHOOL, DUE TJ INFRASTRPUCTURPE CONSTRAINTS. IT
WAS DETERMINED THAT EXTENSION OF SCHOOL CONSTRUCTION
ARE JUSTIFTED WHEN ONE OF THE THREE FDLLOWING
CONDITIONS JCCUR: A) THE EXISTING SCHOOL IS OPERATING
SIGNIFICANTLY OVER CAPACITY; B) SOME OF THE STUDENTS
- HAVE TO TRAVEL VERY LONG DISTANCES TO SCHOOL; OR C)
STUDENTS ARE UNABLE TO ATTEND SCHOOL BRECAUSE THERE IS
A SHORTAGE OF CLASSRDOM SPACE. IN DETERMINING
OVERCAPACITY, IT WAS DETERMINED THAT FOR A TYPICAL

BT
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PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Project Title & Number: Basic Needs Trust Fund (538-0103)

MEANS OF VERIFICATION

ANNEX B
Page 1 of 1

Life of Project:

From FY84 to FY90

Total USAID Funding: $17.7 mil.
Date Prepared: 4/8/88

IMPORTANT ASSUMPTIONS

National Statistics

Assumptions for achieving goal targets:
Governments are pursuing developmemt
strategies that focus attention on
equity-based economic policies.

(a) (b) Information on
proposed subprojects; final
evaluation.

{c) (d) Final evaluation.

Assumptions for Achieving Purpose:

1. That the institutional and financial
resources to utilize effectively the
resources constructed or rehabil-
itated exists.

2. That the governments and the general
public accept maintenance of existing
social infrastructure as an important
development priority.

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATIONS
Program or Sector Goal: To improve Measures of Goal Achievement:
the economic and social status of Increase in total public and private sector
lower income groups and to further employment with accompanying increases in
promote social and economic real per capita income.
growth.
Project Purpose: End of Project Status
To expand and conserve, using labor- (a) Approximately 106 million in new or
intensive methodologies, the stock rehabilitated capital stock will occur;
of social and economic (b} Provision of basic social services to
infrastructure which is essential approximately 470,000 beneficiaries.
to future growth and the provision (c) Improved maintenance systems for
of basic services and employment health of educational facilities
in the Caribbean LDCs and Belize. (d) Increased Public awareness and commitment
to facility maintenance.
Outputs: Magnitude of Outputs:
(a) New or rehabilitated subprojects 240
(b) Person-weeks of employment 130,000
(c) Maintenance plans developed and 11 Countries
implemented 11 Countries

(d) Maintenance video, TV spots and
radio spots shown regularly on

Information or proposal
subprojects; country
supervisor and CDB reports;
AID and CDB inspections;
final evaluation.

Assumptions for achievigg outputs:

1. That the demand for additional
Capital Stock rehabilitation still
exists.

2. That labor-intensive approaches are
used to attract currently unemployed
to unskilled labor positions.

3. That the maintenance plans are

local TV responsive to government needs and
resources.
4. That the publicity campaign receives

government support.

Inputs: Implementation Target (Type and Quantity) Assumptions for Providing Inputs:

Year 1-4 Year S Year 6 AID/CDB disbursement
AID cDB AID CDB Al cDB reports.

Physical Infrastructure 9,707 2,843 1,518 1,518 2,277 2,277

Maintenance 650 - 163 163 200 200

Management /Implementat ion 2,343 657 421 421 421 421

12,700 3,500 2,102 2,102 2,898 2,898
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SC (2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable to projects. This section is

divided into two parts.

Part A includes criteria applicable to all projects,
Part B applies to projects funded from specific sources only:

B(1) applies to

all projects funded with Development Assistance; B(2) applies to projects
funded with Development Assistance loans; and B(3) applies to projects funded

from ESF,
CROSS REFERENCES:

IS COUNTRY CHECKLIST UP TO DATE?

HAS STANDARD ITEM

CHECKLIST BEEN REVIEWED FOR THIS PROJECI?

A.  GENERAL CRITERIA FOR PROJECT

1.

FY 1988 Continuing Resolution Sec.
325, FAA Sec. 634A. If money 1s
sought to obligated for an activity
not previously justified to Congress,
or for an amount in excess of amount
previously justified to Congress, has
Congress been properly notified?

FAA Sec. 611(a) (1). Prior to an
obligation 1n excess of $500,000, will
there be (a) engineering, financial or
other plans necessary to carry out the
assistance, and (b) a reasonably firm
estimate of the cost to the U.S. of
the assistance?

FAA Sec. 611(a) (2). If legislative
action 1s required within recipient
country, what is the basis for a
reasonable expectation that such
action will be completed in time to
permit orderly accomplishment of the
purpose of the assistance?

FAA Sec. 611(b); FY 1988 Continuing

Resolution Sec. 50I. TF proir~= is

tor water or water-related 1«
resource construction, have ben._its
and costs been computed to the extent
practicable in accordance with the
principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C.
1962, et seq.)? (See A.I.D. Handbook
3 for guidelines.)

A Congressional Notification
will be sent forward and the
waiting period will have
expired prior to project
authorization.

Yes; also, prior to
financing a subproject, the
technical design and
estimated costs will be
reviewed by the CDB and
submitted to AID for its
concurrence.

No action required.

N/A



10.

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

FAA Sec. 209. Is project susceptible
to execution as part of regional or
multilateral project? If so, why is
project not so executed? Information
and conclusion whether assistance will
encourage regional development
programs.

FAA Sec. 601(a). Information and

conclusions on whether projects will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative
and competition; (c) encourage
development and use of cooperatives,
credit unions, and savings and loan
asssociations; (d) discourage
monopolistic practices; (e) improve
technical efficiency of industry,
agriculture and commerce; and (f)
strengthen free labor unions.

FAA Sec. 601(b). Information and

conclusions on how project will
encourage U.S, private trade and
investment abroad and encourage
private U.S. participation in foreign
assistance programs (including use of
private trade channels and the
services of U.S. private enterprise).

FAA Secs. 612(b), 636(h). Describe

steps taken to assure that, to the
maximum extent possible, the country
is contributing local currencies to
meet the cost of contractual and other
services, and foreign currencies owned
by the U.S. are utilized in lieu of
dollars.

FAA Sec. 612(d). Does the U.S. own

excess foreign cur: acy of the country
and, if so, what arrangements have
been made for its release?

ANNEX C
Page 2 of 13

Yes (see Annex G).

This is a regional project
and is strongly supportive
of CDB's role as a regional
development bank.

Yes. Project will provide
vitally needed social and
economic infrastructure and
productive employment for
skilled and unskilled labor
as well as foster private
initiative and competition
among local consultants and
contractors.

Project serves to increase
the capital stock of the 11
participating countries and
will further strengthen the
countries in their efforts
to promote free enterprise
led growth and trade.

No U.S. locally owned
currencies will be used.
However, significant
counterpart contribution
will be made by the eleven
countries.

No.
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11. FY 1988 Continuing Resolution Sec, N/A.
o21, 1f assistance 1s for the
production of any commodity for
export, is the commodity likely to be
in surplus on world markets at the
time the resulting productive capacity
becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

12. FY 1988 Continuing Resolution Sec. No
555, Will assistance (except for
programs in Caribbean Basin Initiative
countries under U.S. Tariff Schedule
"Section 807," which allows reduced
tariffs on articles assembled abroad
from U.S.-made components) be used
directly to procure feasibility
studies, prefeasibility studies, or
project profiles of potential
investment in, or to assist the
esteblishment of facilities
specifically designed for, the
manufacture for export to the United
States or to third country markets in
direct competition with U.S. exports,
of textiles, apparel, footwear,
handbags, flat goods (such as wallets
or coin purses worn on the person),
work gloves or leather wearing apparel?

13, FAA Sec. 119(g) (4)-(6). Will the No
assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-term
agreement in which the recipient
country agrees to protect ecosystems
or other wildlife habitats; (c)
support efforts to identify and survey
ecosystems in recipient countries
worthy of protection; or (d) by any
direct or indirect means significantly
degrade national parks or similar
protected areas or introduce exotic
plants or animals into such areas?

14, FAA 121 (d). 1If a Sahel project, has N/A.
a determination been made that the
host government has an adequate system
for accounting for and controlling



16.

17.

18.

19.

ANNEX C
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receipt and expenditure of project

funds (either dollars or local

currency generated therefrom)?

FY 1988 Continuing Resolution. If N/A.

assistance 1S to be made to a United
States PVO (other than a cooperative
development organization), does it
obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United States Government?

FY Continuing Resolution Sec. 541. If N/A.
assistance 1s belng made available to

a PVO, has that organization provided

upon timely request any document, file

or record necessary to the auditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

FY 1988 Continuing Resolution Sec. N/A.
514, If tunds are being obligated

under an appropriation account to

which they were not appropriated, has

prior approval of the Appropriations

Committees of Congress been obtained?

FY Continuing Resolution Sec., 515. If Yes.
deob/reob autnority 1s sought to be

exercised in the provision of

assistance, are the funds being

obligated for the same general

purpose, and for countries within the

same general region as originally

obligated, and have the \ppropriations
Committees of both Houses of Congress

been properly notified?

State Authorization Sec. 139 (as N/A
interpreted by conference report).

Has confirmation of the date of
signing ot the project agreement,
including the amount involved, been
cabled to State L/T and A.I.D. Leg
within 60 days of the agreement's
entry into force with respect to the
United States, and has the full text
of the agreement been pouched to those
same offices? (See Handbook 3,
Appendix 6G for agreements covered by
this provision).




B.

FUNDING CRITERIA FOR PROJECT

1.

Development Assistance Project Criteria

a.

FY 1988 Continuing Resolution
Sec. 552 (as 1nterpreted by
conference report)., If
assistance is for agricultural
development activities
(specifically, any testing or
breeding feasibility study,
variety improvement or
introduction, consultancy,
publication, conference, or
training), are such activities
(a) specifically and principally
designed to increase agricultural
exports by the host country to a
country other than the United
States, where the export would
lead to direct competition in
that third country with exports
of a similar commodity grown or
produced in the United States,
and can the activities reasonably
be expected to cause substantial
injury to U.S. exporters of a
similar agricultural commodity;
or (b) in support of research
that is intended primarily to
benefit U.S. producers?

FAA Secs. 102(b), 111, 113,
281(a). Describe extent to which
activity will (a) effectively
involve the poor in development
by extending access to economy at
local level, increasing
labor-intensive production and
the use of appropriate
technology, dispersing investment
from cities to small towns and
rural areas, and insuring wide
participation of the poor in the
benefits of development on a
sustained basis, using
appropriate U,S. institutions;
(b) help develop cooperatives,
especially by technical
assistance, to assist rural and
urban poor to help themselves
toward a better life, and

ANNEX C
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N/A.

The project will a) assist
the poor by providing vital
social and economic
infrastructure, and
productive employment for
unskilled laborers with
emphasis on geographic
dispersion of project
benefits;

b) N/A



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

FAA Secs. 103, 103A, 104, 105,
106, 120-21. Does the project
Tit the criteria for the source
of funds (functional account)
being used?

FAA Sec. 107. Is emphasis placed
on use of appropriate technology
(relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for
the small farms, small
businesses, and small incomes of
the poor)?

FAA Sec. 110, 124(d). Will the
recipient country provide at
least 25 percent of the costs of
the program, project, or activity
with respect to which the
assistance is to be furnished (or
is the latter cost-sharing
requirement being waived for a
"relatively least developed"
country)?

FAA Sec. 128(b). If the activity
attempts to increase the
institutional capabilities of
private organizations or the
government of the country, or if
it attempts to stimulate
scientific and technological
research, has it been designed
and will it be monitored to
ensure that the ultimate
beneficiaries are the poor
majority?

ANNEX C
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c) N/A

d) employ women as unskilled
laborers where relevant; and,
e) encourage regional
cooperation through
continued support for the
CDB.

Yes., 106.

The project emphasizes labor
rather than
capital-intensive
construction technology.

N/A. This is a regional
project.

N/A.



FAA Sec. 281(b). Describe extent
to which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's
intellectual resources to
encourage institutional
development; and supports civil
education and training in skills
required for effective
participation in governmental
processes essential to
self-government.

FY 1988 Continuing Resolution
Sec. 538. Are any of the funds
to be used for the performance of
abortions as a method of family
planning or to motivate or coerce
any person to practice abortions?

Are any of the funds to be used
to pay for the performance of
involuntary sterilization as a
method of family planning or to
coerce or provide any financial
incentive to any person to
undergo sterilizations?

Are any of the funds to be used
to pay for any biomedical
research which relates, in whole
or in part, to methods if, or the
performance of, abortions or
involuntary sterilization as a
means of family planning?

ANNEX C
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Project responds to basic
needs of the host country
populations through the
provision of vital social
and economic infrastructure.

No.



i.

FY 1988 Continuing Resolution.

Is the assistance being made
available to any organization or
program which has been determined
to support or participate in the
management of a program of
coercive abortion or involuntary
sterilization?

If assistance is from the
population functional account,
are any of the funds to be made
available to voluntary family
planning projects which do not
offer, either directly or through
referral to or information about
access to, a broad range of
family planning methods and
services?

FAA Sec. 601(e). Will the
project utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

FY 1988 Continuing Resolution,

What portion of the funds will be
available only for activities of
economically and socially
disadvantaged enterprises,
historically black colleges and
universities, colleges and
universities having a student
body in which more than 20
percent of the students are
Hispanic Americans, and private
and voluntary organizations which
are controlled by individuals who
are black Americans, Hispanic
Americans, or Native Americans,
or who are economically or
socially disadvantaged (including
women)?

FAA Sec. 118(c). Does the
assistance comply with the
environmental procedures set
forth in A.I.D. Regulation 167
Does the assistance place a

ANNEX C
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No.

Yes.

Not applicable to
this project, all
HC contracts.

Yes.
No

//
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high priority on conservation and
sustainable management of
tropical forests? Specifically,
does the assistance, to the
fullest extent feasible: (a)
stress the importance of
coversing and sustainably
managing forest resources; (b)
support activities which offer
employment and income
alternatives to those who
otherwise would cause destruction
and loss of forests, and help
countries identify and implement
alternatives to colonizing
forested areas; (c) support
training programs, educational

ef forts and the establishment or
strengthening of institutions to
improve forest management; (d)
help end destructive
slash-and-burn agriculture by
supporting stable and productive
farming practices; (e) help
conserve forests which have not
yet been degraded by helping to
increase production on lands
already cleared or degraded; (f)
conserve forested watersheds and
rehabilitate those which have
been deforested; (g) support
training, research, and other
actions which lead to sustainable
and more environmentally sound
practices for timber harvesting,
removal, and processing; (h)
support research to expand
knowledge of tropical forests and
identify alternatives which will
prevent forest destruction, loss,
or degradation; (i) conserve
biological diversity in forest
areas by supporting efforts to
identify, establish, and maintain
a representative network of
protected tropical forest
ecosystems on a worldwide basis,
by making the establishment of
protected areas a condition of
support for activities involving
forest clearance or degradation,
and by helping to identify
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tropical forest ecosystems and
species in need of protection and
establish and maintain
appropriate protected areas; (j)
seek to increase the awareness of
U.S. government agencies and
other donors of the immediate and
long-term value of tropical
forests; and (k) utilize the
resources and abilities of all
relevant U.S. government agencies?

FAA Sec. 118(c) (13). 1If the N/A.
assistance will support a program
or project significantly
affecting tropical forests
(including projects involving the
planting of exotic plant
species), will the program or
project (a) be based upon careful
analysis of the alternatives
available to achieve the best
sustainable use of the land, and
(b) take full account of the
environmental impacts of the
proposed activities on biological
diversity?

FAA Sec. 118(c) (14). Will No.
assistance be used for (a) the
procurement or use of logging
equipment, unless an
eavironmental assessment
indicates that all timber
harvesting operations involved
will be conducted in an
environmentally sound manner and
that the proposed activity will
produce positive economic
benefits and sustainable forest
management systems; or (b)
actions which will significantly
degrade national parks or similar
protected areas which contain
tropical forests, or introduce
exotic plants or animals into
such areas?

FAA Sec. 118 (c¢) (15). Wwill No.,
assistance be used for (a)

activities which would result in

tiie conversion of forest lands to

the rearing of livestock; (b) the
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construction, upgrading, or
maintenance of roads (including
temporary haul roads for logging
or other extractive industries)
which pass through relatively
undegraded forest lands; (c) the
colonization of forest lands; or
(d) the construction of dams or
other water control structures
which flood relatively undegraded
forest lands, unless with respect
to each such activity an
environmental assessment
indicates that the activity an
environmental assessment
indicates that the activity will
contribute significantly and
directly to improving the
livlihood of the rural poor and
will be conducted in an
environmentally sound manner
which supports sustainable
development?

FY 1988 Continuing Resolution. N/A.
Tf assistance will come from the
Sub-Saharan Africa DA account, is
it (a) to be used to help the
poor majority in Sub-Saharan
Africa through a process of
long-term development and
economic growth that is
equitable, participatory,
environmentally sustainable, and
self-reliant; (b) being provided
in accordance with the policies
contained in section 102 of the
FAA; (c) being provided, when
consistent with the objectives of
such assistance, through Africa,
United States and other PVOs that
have demonstrated effectiveness
in the promotion of local
grassroots activities on behalf
of long-term development, in
Sub-Saharan Africa; (d) being
used to help overcome
shorter-term constraints to
long-term development, to promote
reform of sectoral economic
policies, to support the critical
sector priorities of agricultural
production and natural resources,
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health, voluntary family planning
services, education, and income
generating opportunities, to
bring about appropriate sectoral
restructuring of the Sub-Saharan
African economies, to support
reform in public administration
and finances and to establish a
favorable environment for
individual enterprise and
self-sustaining development, and
to take into account, in assisted
policy reforms, the need to
protect vulnerable groups; (e)
being used to increase
agricultural production in ways
that protect and restore the
natural resource base, especially
food production, to maintain and
improve basic transportation and
communication networks, to
maintain and restore the natural
resource base in ways that
increase agricultural production,
to improve health conditions with
special emphasis on meeting the
health needs of mothers and
children, including the
establishment of self-sustaining
primary health care systems that
give priority to preventive care,
to provide increased access to
voluntary family planning
services, to improve basic
literacy and mathematics
especially to those outside the
formal educational system and to
improve primary education, and to
develop income-generating
opportunities for the unemployed
and underemployed in urban and
rural areas?
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3. Economic Support Fund Project Criteria

a, FAA Sec. 531(a). Will this Yes.
assistance promote economic and
political stability? To the Yes.

maximum extent feasible, is this
assistance consistent with the
policy directions, purposes, and
programs of Part I of the FAA?

b.  FAA Sec. 531(e). Will this No.
assistance be used for military
or paramilitary purposes?

c¢. FAA Sec. 609. If commodities are N/A.
to be granted so that sale
proceeds will accrue to the
recipient country, have Special
Account (counterpart)
arrangements been made?










ANNEX F
Page 1 of 3

COST ESTIMATES FOR SELECTED PROJECT COMPONENTS

I. Maintenance: $725,000

a. Manual Reproduction and Distribution: $5,000

A 55 page manual illustrating simple repair techniques and
containing checklists for use in preventative maintenance practice was
prepared and 500 copies printed for distribution to BHN/CED and BNTF
funded facilities. This incremental allocation, plus a saving of some
$1,400, will be used to print an additional 500 copies for further
dissemination,

b. Maintenance Plans Development: $120,000

It is proposed to retain country based consultants to prepare
standardised inventories and inspection reports of all government-owned
facilities in the health and education sectors and p.epare estimates of
the priority repairs. The consultants will also be required to review
the existing maintenance arrangements in the various countries and make
recommendations, for discussion with the governments by CDB staff, to
incorporate the databases produced into the maintenance planning cycle.

C. Public Awareness Activities: $30,000

As part of the CMC's activities in several countries students
are being encouraged to produce posters related to preventative
maintenance practices. This effort will be encouraged through wide
viesing of the video already produced under this item. It is proposed to
commercially reproduce the best five of these posters for regional
distribution and an allowance, based on estimates of reproduction costs
in Barbados, of $10,000 has been allowed for this. The remaining funds
will be used to facilitate screening of the video in rural schools in the
beneficiary countries.

d. Country Maintenance Funds $500,000

It is proposed to divide this allocation among the
beneficiaries on the basis of priority need identified in the inspection
reports. This fund will be used to provide materials for which the
governments will contribute the labour and transportation costs. An
anticipated saving of $150,000 of the present allocation will be utilized
to boost the total amount available for this purpose to $650,000. As the
latest information shows the existence of some 440 and 280
government-owned facilities in the education and health sectors it is
anticipated that only priority repairs will be feasible.
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e. Maintenance Implementation: $70,000

Based on recommendations arising from the maintenance
evaluation the allocation here was used to purchase the toolkits for
BHN/CED and BNTF facilities and fund workshops for the facility users to
demonstrate basic maintenance techniques. Provision is now being made to
provide additional toolkits for new facilities ($50,000) and to hold
additional workshops for users and maintenance personnel at these
facilities ($20,000).

II. Project Management and Implementation

a. Project Seminars: $8,000)

Previous seminars at CDB for the in-country supervisors have
proven very effective in devising common solutions to implementation
problems. It is proposed to hold one such seminar in later 1988 or early
1989 to discuss requirements of the extension and review progress. Costs
are calculated as follows: Travel - $5,000; Per Diem - $6,680;
Miscellaneous Costs - $1,100. A saving of $5,200 from the first
allocation will be utilized.

b. CDB Direct Hire: $372,000

The Project will finance CDB staff engaged in the management
of project implementation. Allowance has been made for an arnual input
of 075 person days of management and professional staff time and 400
person days of support staff time.

c. Public Information: $12,000

This allocation will provide funds for publicity related to
the Project and will finance radio spots, newspaper advertisements and
the installation of permanent signs on completed facilities.

d. Travel: $80,000

This item will provide financing to cover inter-island travel
and per diems of the CDB staff assigned to manage implementation of the
project., Based on existing practice approximately five trips per
participating country will be undertaken.

e. Indirect Costs: $156,000

The Project provides financing for indirect costs associated
with carrying out the Project., The CDB indirect rates of 41% and 45% of
person-day costs for managerial and professional staff and support staff
respectively have been applied.

P



ANNEX F
Page 3 of 3

f. Contingency: $34,000

A contingency allowance for 1i%2ms associated with this
component has been provided. The anticipated saving of $45,000 on the
previous allocation will also be retained on this item.

g. Country Project Supervisors: $273,000

The Project provides for the reimbursemeut of actual salaries
and allowances for local transportation to the governments for the
appointed country project supervisors. These have been allowed at the
rate of $15.200 per annum for the first year and $15,900 for the second
year.

h. A § E Consultants: $723,000

A total of §7.59 million in new construction will be
undertaken and this allowance of approximately 10% is based on the
average cost of services on existing and completed contracts for the
Project to date.

59"
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CERTIFICATION PURSUANT TO SECTION
611(e) OF THE FOREIGN ASSISTANCE
ACT OF 1961, AS AMENDED

I, James Holtaway, the principal officer of the Agency for
International Development in the Eastern Caribbean, having taken into
account, among other factors, the maintenance and utilization of projects
in the Eastern Caribbean previously financed or assisted by the United
States, do hereby certify that, in my judgement, the Caribbean
Development Bank (CDB) and the recipient host countries have both the
human resources and financial capability to effectively maintain and
utilize the additional grant assistance provided under the Basic Needs
Trust Project (538-0103).

This judgement is based, inter alia, upon the past performance
under the project in which the countries have made a concerted effort to
maintain the infrastructure provided under both the Basic Human Needs and
the Basic Needs Trust Fund Projects. The purpose of this project is not
only to expand, but also to conserve basic social and economic
infrastructure. Both macro and micro interventions have been introduced
to improve existing maintenance systems for BHN/BNTF infrastructure as a
pilot endeavor in the initial phases of BNTF. Under this Amendment,
these activities will be expanded to include all health and educationa!
facilities to ensure an appropriate allocation of both human and
financial resources in maintaining this infrastructure. The expected
result is an enhanced maintenance capability on the part of the
participating countries.

p

- . ’ ) [
L )L.’,)’.'/Lg,t-ﬂ AL pec 2o
- James S. Holtaway /4
Director '
Regional Development
Office/Caribbean
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GRAY AMENDMENT

Contracting for goods and services under this project will be
performed exclusively by the CDB and Host Countries and therefore it
would not be practical or feasible to require that they follow Gray
Amendment procurement considerations.
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BASIC NEEDS TRUST FUND AMENDMENT

ECONOMIC ANALYSIS

1. Background

The Basic Needs Trust Fund (BNTF) project finances a wide
spectrum of small infrastructure subprojects, in all sectors of
public investment. The goal of the project is to improve the
economic and social status of lower income growth and to further
promote social and economic groups. The project has concentrated
on the realization of social subprojects with growth generating
potential, such as schools, health centers and water supply to
poor residential areas.

The objectives of this analysis are to estimate the overal)
economic benefit which will be generated by the extension of the
project for two additional years, and to propose a methodology
for the selection of subprojects.

Three factors have influenced our methodological approach to this
analysis. The first factor is that BNTF finances subprojects in
all sectors of activity and that the selection criteria should be
valid on a cross sectorial basis'. Secondly, BNTF subprojects are
usually small 1in size and independent economic evaluations for
each subproject are not justified. Finally, the BNTF project has
the dual purpose of expanding and conserving the economic and
social infrastructure on the one hand, and providing relief for
the current acute unemployment situation in the Eastern Caribbean
on the other hand.

This report is based on the review of existing documentation,
interviews with specialists at USAID, other specialized
institutions, and government officials of St. Lucia and Antigua.
The information which could be collected pertains mostly to the
Windward and Leeward Islands, as only scant information could be
obtained for Belize, Turks and Caicos and the British Virgin
Islands. The results presented here, however, should apply to all
territories covered by the project.

2. Approach and Methodology

Reviewing the projects impiemented under BHN/BNTF we distinguish
two main sector groups:

' The criteria must be simple enough, given the important
data Timitations.
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- the economic or productive sectors,
- the social sectors.

Economic or productive sectors are defined as sectors where
subprojects will generate direct and immediate financial returns
to the beneficiaries. For example, roads belong to this category
because road improvements reduce vehicle operating costs, and
therefore the 1level of expenditure incurred for transport.
Schools on the other hand do not provide any immediate direct
financial return to the beneficiaries?, but may contribute to a
better future for her or him, and eventually will prove
profitable for society as a whole since better educated people
are more productive. According to the above definition, we have
distributed the sectors in which there were BNTF subprojects as
follows:

SOCIAL ECONOMIC

Health Agriculture

Education Roads

water (for residential areas) Day care centers

Drainage ( " )

Footpaths (providing pedestrian access to poor

residential areas)
Education/Social (Multipurpose centers)
Reforestation

Close to 90% of total BNTF expenditures occurred in the social
sectors.

Subprolects under the BNTF will not exceed US$ 500,000. Over two
thirds of subprojects to date cost less than US$ 100,000, and the
preliminary lists submitted by <the governments indicate that a
similar distribution can be expected for this amendment. Because
of their size, individual economic analysis of subprojects is not
feasiblie. Instead, the governments will be asked to supply basic
informaticon showing that the subproject 1is in 1line with norms
presented in Section 5 of this document. However, for subprojects
over US$ 200,000 in the productive sectors, it 1is recommended
that an econromic analysis should be conducted prior to project
approval,

For the purpose of the present evaluation, only an aggregate
approach on a sectorial basis can shed some light on the economic
return whicn will be generated by the BNTF project. The current

°© Construction workers emploved for the subproject excluded.
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methodology used to estimate rates of return for investment in
the social sectors often relies on the evaluation of what is
known as the value of human capital. Using wage rates as a proxy
for the value of human capital, an education project will
generate benefits equal to the difference between the incomes
with and without schooling over the 1lifetimes of the future
school graduates. Similarly, the value of a health project is
measured by the foregone income of sick and dead people. The
major advantage of this approach is that it is perhaps the only
one for which some data can be found. Its major flaw is that it
is based on very questionable assumptions, 1in particular those
pertaining to the value of human 1ife, and leads to unacceptable
results such as less care and schooling should be provided to
women, the unemployed and other disadvantaged groups.

Another methodology is based on the "willingness to pay"”
criterion, where the value of social services is measured by how
much individuals are prepared to pay for these services. The
problems with this method are 1) in almost all countries social
services are subsidized, making it impossible to measure the
willingness to pay, and 2) the benefits perceived by individual
beneficiaries will differ from those of society, making this
measure 1nadequate for intersectorial comparisons.

In addition to the general problems linked to the methodology for
evaluating social sector projects, it has been already well
established that the accomplishment of projects in the social
sectors depend generally far more on institutional constraints
and structures, than on financial or infrastructure resources3.
It would therefore be deceptive to indicate social rates of
return for the BNTF subprojects, without any consideration of
institutional factors. Due to the size of the subprojects
however, it would not be cost-efficient to 1include a full
institutional analysis as a precondition to their realization.

Taking 1into account all the above considerations, we have
developed selection criteria which will ensure that the selected
subprojects achieve the highest possible rates of return in each
sector. Since BNTF subprojects pertain essentially to
infrastructure, these criteria have been designed to ensure that
inadequate infrastructure is indeed a constraint 1in the
subproject area. Data requirements for the selection criteria
have been kept to a minimum; past experience indicates that
complicated criteria are ignored altogether. The rate of return
of the project can then be measured indirectly, by estimating the
macroeconomic sectorial rates of return. This approach 1is
theoretically sound because by definition, the microeconomic
social rate of return of the best investment 1in any sector, is
equal to the macroeconomic marginal rate of return of that

3 See for example "Adjustment with a Human Face” pp 218-219.
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sector.

The second component of the economic benefits generated by the
BNTF project relates to the provision of temporary employment to
otherwise underemployed disadvantaged poor. Due to the relatively
short period of employment, and tc the limited size of BNTF
subprojects as compared to the islands' economies, multiplier
effects from this employment should not be expected. The economic
benefit 1s therefore restricted to the directly hired laborers,
plus the indirect labor for the provision of materials, fixtures
and other equipment for the subproject. The experience from the
BNTF project to date indicates that the labor content in this
project, which would have been unemployed otherwise is of about
40 percent. If the shadow wage rate is -equal to 1/2 the going
wage rate, the benefit flow should be 1incremented by 20% of
project cost during the years of construction. If a cost/benefit
ratio of at least unity is required for subproject approval, it
would be enough for the social benefits to be equal to 80% of
project costs. If an IRR of 12%% is required as a minimum for
subproject approval, then it can be shown (by simulating various
cost-benefit fiows) that the provision of employment will add
between 3 to 5% to the iRR calculated under the assumption of
fuli employment, depending on the profile of the benefit flow.

In order to calculate the economic return of the project, it was
attempted to estimate the macroeconomic sectorial marginal rates
of return of the project, and to add to these the benefits from
temporary employment. The results are presented 1n the next
section.

As mentioned before, only subprojects which effectively alleviate
sectori1al constraints should be undertaken. In order to identify
such subprojects, a number of general and sector specific norms
have been developed. They are presented in section 5.

3. Rate of Return of the Project

No previous estimation of rates of return for investment in the
social sectors 1n the Eastern Caribbean could be identified. In
the following paragraphs, a short description of the state of the
social sectors in the Eastern Caribbean sheds some 1light on the
rates of return which can be expected for this project.

3.1 Health

In order to appraise the adequacy of health services, WHO
recommends the use of "coverage" indicators. Coverage is measured
by the availability and accessibility of health services to the

4 These shadow wage rates and lRR are generally used by CDB
for its projects i1n the area.



population. Availability is defined by the ratio between the
population in a district and the health facilities and personnel
in that district. Accessibility is measured by the time necessary
for the population to reach the health facility. Data on the
health situation in the Eastern Caribbean was obtained through
interviews with USAID and the Pan American Health
Organization/World Health Organization (PAHO/WHO) health
officials, and through the Health Situation Analysis reports
conducted by the Ministries of Health and PAHO/WHO in various
countries. From these enquiries, it appears that the coverage of
the various countries in terms of health clinics (primary care)
varies from country to country. In all countries however, there
exist a number of health facilities requiring rehabilitation
works. The table below presents a subjective appraisal of the
primary health coverage of the Eastern Caribbean countries, in
terms of the number and location of facilities relative to the
population. Adequate indicates that there does not appear to be a
need for new clinics. Inadequate indicates that some scattered
areas may still Jjustify the opening of a primary health care
clinic. The table also presents the percentage of investments
programmed 1in the health sector by the various governments in
their total Public Sector Investment Programme (PSIP). This
latter figure, could be read as indicative of the commitment of
each country to improving their health sector infrastructure, and
therefore, the relative urgency <7 improvements in that sector.
Data for Anguilla and Belize was supplied by CDB economists. For
all other countries, data was obtained from the respective World
Bank Country Economic Memorandum updates and corresponds to
planned expenditures for 1986-1988. Note that these two measures
do not necessarily need to be in line since the first pertains to
primary health care only while the second reflectsinvestment in

the entire sector.

Country Coverage % Health in PSIP
Anguilla Adequate 15.0
Antigua Adequate 0.3
Belize Largely insufficient 15.2
Dominica Insufficient 0.7
Grenada Adequate 9.1
Montserrat Adequate 0.0
St. Kitts Adequate 1.1
St. Lucia Insufficient 2.1
St. Vincent Insufficient 2.1

More than in any other sector, the cost-benefit assessment of
health projects 1is highly controversial, and experts in this
field are averse to propose any estimate of the economic worth of
health investment. It is generally preferred to value the outcome
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of health projects on the basis of their cost-effectiveness in
the place of cost-benefit. However this methodology does not
allow the comparison with projects in other sectors.

WHO has developed a set of guidelines and indicators to measure
the progress towards the attainment of "Health for A1l by the
Year 2000". The criteria for subproject selection presented in
Section 5.2 are derived from these guidelines. It is reasonable
to assume that the construction or rehabilitation of primary
health care <clinics in the Eastern Caribbean will, whenever such
works are actually needed according to WHO guidelines, generate
rates of return 1in excess of 12%. Taking 1into account the
employment of otherwise unemployed people, the returns from BNTF
health related subprojects will exceed 16%, when in 1line with WHO
guidelines.

3.2 Education

Though detailed information on the coverage of schools 1in the
Eastern Caribbean could not be obtained, it appears that it is
similar in pattern to that of health <clinics. The share of
education in the PSIP is presented below:

Country % Education in PSIP
Antigua 1.2
Dominica 0.8
Grenada 7.9
Montserrat 9.0
St. Kitts 9.5
St. Lucia 2.8
St. Vincent 2.8

With the only exception of Grenada, all countries planned to
devote a larger share of their public investments to education
than to health. Though this reflects principally the fact that
school infrastructure is more expensive because it is bigger, it
also reflects the fact that expected rates of return from
education are known to be very high. Psacharopoulos and Woodhall
report the findings of an econometric study of returns to
education. According to their results, the social rates of return
for education 1in developing countries average 27% for primary
education, 16% for secondary education, and 13% for higher
education., Caribbean countries were not included in their study
which covered 44 countries worldwide.

The schoo1l infrastructure in the Eastern Caribbean 1islands is
probably equivalent to that of the most advanced developing
countries which are consistently above 12 percent. It is
therefore reasonable to assume that the social rate of return of
additional school infrastructure in the Eastern Caribbean, when
needed, will =also generate a rate of return of at least 12
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percent. Taking into account the benefits generated by the
provision of additional employment, the rate of return for this
projects will be of 16 percent. To ensure that school
infrastructure built under the BNTF addresses actual constraints,
norms were also developed for that sector. They are presented in
section 5.3,

3.3 Water Supply, Drainage and Footpaths

The availability of water safe for human consumption is
considered a primary health basic need. According to PAHO/WHO
some of the population of the Eastern Caribbean still does not
have access to treated water, and the extension of the water
supply network will generate at least the same returns as the
provision of health care facilities. It should be noted however,
that due to the topography of the countries, water supply relies
on a relatively great number of sources, making the management of
the system a key constraint in the provision of adequately
treated water.

Some residential districts in the Eastern Caribbean were
developed in low lying or swampy areas, where inadequate drainage
presents serious health problems for the population. Here again,
the provision of drainage systems to such areas is justified as a
health project.

Following the rapid development of urban areas in the Eastern
Caribbean some neighborhoods have no streets, and sometimes no
other access than a dirt path. The provision of footpaths to such
areas will improve access to health services, facilitate the
movement of workers to their work place and more. Though these
benefits cannot be quantified they are certainly in the range of
other BNTF subprojects.

3.4 Multipurpose and Community Centers

A number of multipurpose centers were built under BNTF and a few
more have been proposed by the beneficiary countries. It appears
that very few of these centers are being utilized for their
originally intended purposes for a variety of reasons incliuding
institutional and organizational constraints. Notwithstanding the
important role such centers may play in the harmonious
development of communities, principally in isolated settings, the
socio-economic benefits they generate are low 1in comparison with
other subprojects described above, which effectively address the
essential needs of the 1local populations. It 1is therefore
recommended that multipurpose centers be excluded from this
amendment.

3.5 Agriculture and Reforestation Projects

Some agricultural projects were undertaken under the BNTF with
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very mixed results. The success of such projects generally
requires specialized planning which the BNYF as designed and
implemented is not equipped to provide. Though BNTF could limit
its financing to the infrastructure component of agricuitural
projects, such disassociation of the project components leads to
poor coordination, and, as has already been the case, to the
erection of wunutilized infrastructure. In addition, and this
applies even more to reforestation project, it is very difficult
to ensure that the beneficiary from such projects belong to the
poor and disadvantaged groups targeted by the project. For all
the above reasons, we recommend that agricultural and
reforestation projects be excluded from the BNTF amendment, even
when their rates of return appear relatively high.

3.6 Roads

Because roads belong to the economic sectors’ category, the
undertaking of road projects under BNTF should be fully justified
in terms of economic returns. Based on experience in St. Vincent,
norms for road projects have been developed below. If these
guideiines are followed, road projects under the BNTF project can
be expected to yield rates of return of 16% and above.

3.7 Day Care Centers

Proposals have been submitted for the financing of the
construction of day care centers under the BNTF. The
Justifications put forward for these centers 1is that they will
increase the supply of labor to industrial zones in the region,
as some parents don’'t have access to alternative sources of day
care for their infants. The "Feasibility Study of Work-Based
Family Planning 1in the Eastern Caribbean” has demonstrated
however, that though their- is an apparent high level of expressed
demand for day care services, the "“willingness to pay" is very
low and the centers would not be financially viable unless
government subsidized. It is therefore very unlikely that such
day care centers can be effectively functioning and it is
recommended that day care centers should not be financed under
the present amendment.

3.8 Conclusion

Provided adequate guidelines for project selection are followed,
balanced investments in the social sectors to be financed under
the BNTF project will yield rates of returns of at least 16%,
well above the usual requirements for development projects.

4. Economic_Evaluation_of Maintenance/Renovation Activities

It appears that none of the countries receiving assistance under
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the BHN/BNTF projects have sufficient maintenance budgets to keep
their existing infrastructure (with the possible exception of
water supply) 1in adequate state of repair. For example, the BNTF
Maintenance Evaluation of 1985 indicates that only two countries
gave reasonable cost estimates for the maintenance of BHN/BNTF
funded buildings. In St. Kitts, the maintenance of the BNTF
buildings (i.e. 2% of the total number of buildings to be
maintained by the Government) amounts to 56% of the total budget
for building maintenance. In Anguilla, the one school built under
the project, would absorb over 50% of the total school
maintenance budget which should provide for 8 schools. As a
consequence, government buildings in general, and schools and
health buildings in particular, are becoming progressively
dilapidated.

Generally, social services were historically provided to areas by
order of need, starting from the most populated areas until even
the most isolated ones have access to them. Existing buildings
generally service larger population centers than proposed new
ones. It follows that, as a general rule necessary rehabilitation
works on old buildings will be economically more justified than
new construction. In other words, if a building is currently
being used close to or above its original planned capacity but
presents major defects and wear-and-tear, its rehabilitation or
replacement should be undertaken prior to the construction of a
new facility in a 1less developed area. By the same token,
maintenance or rehabilitation activities which will significantly
prolong a building’'s useful 1life should generally receive
priority over new construction and extensions. In order to ensure
that the buildings with the most needs are maintained first under
the maintenance component first, full conditions inventories of
the schools and health clinics 1in the beneficiary countries
should be conducted. These inventories would record the physical
condition of the buildings, and their level of use.

Because of the severe budgetary constraints affecting the
maintenance programs of the beneficiary countries, the efficiency
of maintenance activities is of cardinal importance. The BNTF
already addresses the training requirements of the facility
staff, and additional maintenance activities under the
Maintenance Materials Fund have shown that the participating
countries are technically able to conduct proper building
maintenance. Assistance is however still required in the field of
maintenance management, which 1is the activity of allocating
resources for maintenance in the most efficient way. Maintenance
plans covering all schools and health c¢linics under governmental
responsibility should be elaborated in each of the participating
countries, through a collaborative effort of 1local governments,
local consultants and outside assistance. The output of these
activities would be efficient maintenance plans for the short-
term, and the creation of a 1local capability in maintenance
management for the long-term.



5. Criteria for Subproject Selection

Criteria for project selection have been established based on
international and regional norms for BNTF type subprojects,
interviews with sectorial specialists, and the original Project
Paper. Their purpose is to ensure that the projects are indeed
alleviating constraints in their respective sectors, within the
framework set forth in the Project Paper.

We distinguish between general norms which apply to all projects,
and specific norms for given sectors. The table presented at the
end of this section summarizes these norms.

5.1 General Norms

1. Subprojects financed under BNTF may not exceed US$ 500,000.
Subprojects should also be cost-efficient. The BNTF project has
now wide experience in the realization of small infrastructure in
the Eastern Caribbean. Unit costs of subprojects should be in
line with those of similar projects previously undertaken.

2. Subprojects must be built on land owned by the Government.

3. Subprojects should be 1imited to the following sectors:
health, education, water supply, drainage, footpaths, and roads.

4. The engineers designing the subprojects should have the dual
objective to maximize the use of labor intensive technologies,
while minimizing the requirements for recurrent maintenance in
the future.

5. Subprojects should be dispersed geographically 1in the
beneficiary countries. Subprojects should not be concentrated in
one area, unless it 1is relatively more populated or has been
neglected by other development projects.

6. New construction should only be undertaken when answering an
identifiable need. Definitions of needs are sector specific and
presented in the following paragraphs. Rehabilitation works
should only be undertaken when a structure is operating close to
or above its original planned capacity but presents major defects
and wear-and-tear. As a rule of thumb, it 1is proposed that no
facility used at less than 70% of its planned capacity should be
rehabilitated without further institutional analysis. Planned
capacity should be expressed 1in terms of patients per day for
health clinics, sqg. feet per pupil for schools, and population
serviced for other social investments.

5.2 Health
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To appraise the coverage of a given region by health services the
following indicators are used:

. Types of services provided in the clinic
Population in the clinic’s catchment area
Physical accessibility of the clinic
Utilization of the clinic by the population

hWN =

For the purpose of the BNTF project, and in line with the
guidelines of "Health for A11 by the Year 2000" set forth by WHO,
the norms presented below should be applied to justify the
construction of new primary health care clinics.

1. Services: Any primary care clinic must provide at least the
following elements of care:

-- health education and information,

-- promotion of proper nutrition,

-- availability of safe water,

-- maternal and child health (trained personnel for attending
pregnancy and childbirth and caring for the children up to at
least 1 year of age),

-— immunization to principal infectious diseases such as
diphtheria, tetanus, whooping cough, measles, poliomyelitis and
tuberculosis,

-- prevention, control and treatment of endemic diseases,

-- family planning and curative medicine, and

-- provision of at least 20 essential drugs.

2. Population: ©Some of the Caribbean countries already have
primary health care <clinics servicing less than 2000 people,
corresponding to the world's best coverage. Unless an island
itself has less than this population (Barbuda or the Grenadines),
clinics should not be designed for populations of less than 2000
in the catchment area (Note that the catchment area is defined as
the area from which people will use the services, and is nhot
limited to the zone defined by the accessibility norm below.

3. Accessibility to the <clinic: Physical accessibility 1is
essential before any kind of care can be provided. It is the main
obstacle presently affecting the health situation of 1in the

Windward Islands and Belize. For this region PAHO/WHO recommends
the following norms as acceptable accessibility:

maximum distance radius between clinics = 3 - 5 miles.
maximum travel time for patient to clinic = 1/2 - 1 hour

According to the above, those areas where people are presently
traveling for more than an hour qualify for a new health clinic,

1



provided the clinic will offer the 8 minimum service elements and
that their population is at least 2000 people.

Extensions of health clinics, or the construction of additional
clinics in populated areas may be considered on a case by case
basis in those 1instances where utilization exceeds 100% of
planned capacity. However health specialists indicate that such
areas are better served by improved and expanded polyclinics,
rather than numerous primary care units.

To justify the rehabilitation of a primary health care clinic,
its utilization by the population of its catchment area should be
measured. The degree of utilization of a clinic can be affected
by a number of factors such as socio-economic, religious etc. The
Ministries of Health should indicate the expected utilization of
their health clinics in terms of average number of patients per
day. Rehabilitation works should only be considered for clinics
operating close to or above their expected utilization. Note that
this utilizaticon should not be necessarily derived from the
population of the catchment area. Consider for example an area
with a population of 5000, of which 2000 are relatively affluent.
The primary health care unit of that area should not be expected
to service this latter group, as richer people tend to rely on
private doctors., However, if it is found that the clinic is not
even operating at a Jlevel which could be expected for a
pepulation of 3000, because many prefer the services of the
nearby town’s polyclinic, then the improvement of that polyclinic
should be envisaged as an alternative to the refurbishment of the
primary care clinic.

5,3 Education

Norms for this sector are based on interviews with teachers,
specialists, and on norms developed by the Ministry of Education
in Dominica. A1}l theses sources concurred on the definition of
acceptable school infrastructure for the region. The following
parameters are used to measure the extent of education coverage,
and to assist 1in the decision to build additional school
infrastructure:

Number of pupils per classroom

Dimension of classroom

Travel distance to school

Children unable to attend school, due to infrastructure
constraints.

0O —

The above indicators, when translated into norms, allow a
quantitative and qualitative assessment of the 1level of
satisfaction of the demand for school services.

Extension or new school construction are justified when one of
the three following conditions occur:
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- the existing school is operating significantly over capacity,

- some of the students have to travel very long distances to
school, or

- students are unable to attend school because there is a
shortage of classroom space or because they 1ive too far from
school.,

Jvercapacity: For a typical classroom size (600 to 800 sq feet),
the number of pupils should be around 30 to 35. Translated to any
classroom size, additional school facilities may be justified
when the number of classroom space falls below 20 sq feet per
pupil. Another ‘ndicator for overcapacity is the use of a shifts
system, where some pupils attend school in the morning and other
in the afternoon, for lack of space.

Travel time: An accepted norm in the Caribbean is that travel
time to school should not exceed 1 hour (walking or other means
of prevailing transportation).

Number of children unable to attend school: This indicator should
not be used as a decision factor for the need to build additional
school facilities, but as a parameter for determining the
dimensions these facilities. If school age children are not
attending school, the need for additional buildings will have
already been demonstrated by one of the two previous indicators.
If children are 1left out of school because of capacity
constraints, then this will already be demonstrated by
overcrowding of the existing schools or the use of shifts. If the
reason invoked is travel time, then this will be shown by the
distance from their residence to the nearest school. When
deciding whether to build a new school, the number of children
presently not attending will become an important parameter.

A last criteria which must be taken into account when undei-taking
the construction or rehabilitation of secondary schools is their
absolute size. These schools include common facilities such as
laboratories, workshops and administration space which can only
be justified for a minimum number of pupils. According to our
field observations, a secondary school should serve a minimum of
400 students.

5.4 Water Supply

The supply of water safe for human consumption is a service
considered essential to primary health care. It is considered
that the minimum needs of the population are not addressed when
the access time to safe water exceeds 15 minutes. A water supply
project will he considered as justified when:

1. A1l provisions are made that the water supplied by the new
system will be safe for human consumption,
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2. The new system will reduce access time to safe water supply to
the relevant population to 1less than 15 minutes, walking
distance.

According to these norms, the development of treatment plants on
existing untreated water supplies 1is economically Jjustified, as
well as the extension of existing systems to new areas.

5.5 Drainage and Footpaths

Drainage and footpaths are considered as a basic need whenever it
is found that the lack thereof has adverse effects on the living
conditions and health of the population.

5.6 Roads
Based on the results of the St. Vincent feeder roads study, road

rehabilitation projects will be justified if current tra2f{fic on
the proposed road is of at least 20 vehicle movements per day.

6. Data Collection for Subproject Selection

The forms which have aliceady been provided to governments for
presenting subproject proposals remain adequate. Care should be
taken that information in these forms relates to all the norms
described above. A copy of these forms 1is annexed to this
document.

Item 6. "Rationale” should present the justification of the
project, according to the norms presented 1in this document. If,
for example, the project 1is a new health clinic, the text could
read:

"Indispensable” Health Clinic will be Jlocated in the
"Somewhere"” district. The population of this district is
estimated at 3500. Presently the nearest facility is the
"Downtown"” hospital 1located 1 hour drive away. Bus services
are scarce during the day, with an average waiting time of
more than 30 minutes. Daily services provided by the clinic
will include the eight basic services. 1In addition, the
clinic will be visited on a bi-weekly basis by a doctor from
the "Downtown" hospital.
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. APPENDIX ' 2

INFORMAT ION ON SUB-PROJECT PROPOSED FOR
FUNDING UNDER BASIC NEEDS PROJECT

Couﬁtry: | 2. Executing Agency:

Name of Sub-project:

Location of Sub-project: Land owned by:

Government Priority Rating:

Description: (to include details on scope of works to be undertaken
and description of existing facilities or situation)

Rationale: (reasons for sub-project)

Estimated Costs: (a) Labour cost as % of total cost;

(b) Estimate of local and foreign costs.

implementation:

(a) Status of design of sub-project - are design consultants necessary?
(b) Estimate of length of construction period.

(c) Proposed mode of construction - contractor or direct labour?

(d) Describe capacity of existing executing agency if direct labour.

(e) Proposed commencement date of comstruction.



10.

11,

12.

Maintenance:

(a) Type of maintenance envisaged.
(b) Estimated recurrent costs of maintenance.

(¢) The agency responsible for maintenance after construction

and method of implementing maintenance.

Benefits

(a) Describe the benefits to be derived from implementatioh of

the sub-project.

(b) Estimate the number of bencficiaries and sectors of

Population involved.

Environmental Considerations

Describe the environmental effects of the sub-projects will have.

Estimated Employment Generation (man-weeks or man-months)

(a) During implementation.
(b) After implementation (if applicable).

(c) Will any indirect employment be generatcd? (e.g. manufacture

of local goods to be used in construction).

(d) Estimate of indirect employment generated,

_/\\,



(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)
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Page 1 of 5
BOASEL NLEDS TRUST FUND (S B-0103)
Plbhviial INFRASTRULTORE FUND
FHASE 1T 0 1]
ATTACHMENT A
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ANNE X

Source/Origin Waiver
Waiver Control No. __

ACTION MEMORANDUM FOR THE MISSION DIRECTOR
From: Elizabeth ﬁ rfield, PDO

Action Requested: To waive U.S. source, origin, and nationality
requirements from AID Geographic Code 000 to permit AID financing of the
procurement of goods and services, other than transportation services, in
any country included in AID Geographic Code 899.

(a) Cooperating Country: Anguilla, Antigua and Belize, British
Virgin Islands, Dominica, Grenada, Montserrat, St.
Kitts/Nevis, St. Lucia, St. Vincent and the Grenadines, Turks
and Caicos

(b) Project: Basic Needs Trust Fund (538-0103)
(c) Funding Source: SDA Grant

(d) Description of Goods and Services: Procurement of electrical,
plumbing and medical/laboratory equipment, construction
materials, AGE design and supervision consultants,
construction contractors, maintenance planners, and other
external consultants

(e) Approximate Value: $2.5 million

(£) Source: CDB member countries, including Latin American and
Caribbean MDCs, U.K., Canada, France, etc.

(g) Origin: same as above

(h) Contracting mode: Host country contracts in accordance with
Handbook 11

Justification: You are being requested to grant a waiver from geographic
source/origin code 000 to code 899 for up to $2.5 million of AID project
funds because the imposition of geographic code 000 source/origin
requirements for all procurement under the project would undermine the
attainment of project objectives. Handbook 1B chapter 5B paragraph 4a(7)
permits waiver of source, origin, and nationality requirements when
"such other circumstances are determined to be critical to the success of
project objectives."

Delegation of Authority No. 754 gives you the authority for source,
origin, nationality waivers to AID Geographic Code 899 when the cost of
goods and services does not exceed $5 million.

(b
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Discussion: Code 000 is the authorized source for SDA-funded loans and
all grants (except to countries on the U.N. list of relatively least
developed countries which does not apply in this case). A waiver is
requested from code 000 to code 899 which would apply to goods and
services procured by either foreign exchange or local cost financing for
the individual subprojects and the maintenance activities financed by the
CDB. RDO/C expects to finance approximately 90 additional subprojects in
this manner under this Amendment. A number of factors make the
application of source/origin/nationality rules particularly problematic
in the Caribbean LDCs. These include the following:

A, Small domestic markets: In larger economies, shelf-item
procurement using local currencies is common. However, in the Caribbean
LDCs, the local market is so small that true shelf items are not
available for a broad range of goods. This applies to construction
equipment likely to be procured under the project.

B. Limited domestic consulting services: Most of the consulting firms
in the participating territories are regionally owned. Procurement to
date has been limited to the situs country of the subproject activity,
thereby precluding the participation of these regional firms. The result
is a temporary severing of the individual indigenous consultants from
their firm in order to qualify under the present procuremest
limitations. Further, this procurement interpretations has limited the
pool of talcnt that the CDB can call upon to implement region-wide
project activities, thereby necessitating individual waivers. The
expansion or the procurement of services to the Caribbean members of the
CDB, as was practiced under the original BHN project, is an appropriate
solution to this situation.

C. High Import Component: Elsewhere in Latin America, the local
source content of many commodities, particularly construction materials,
is significant. In the subject countries, however, little is produced
domest.cally, and most construction materials are imported from & variety
of countries. Therefore, authorization to permit procurement of local
source items is less significant here than elsewhere.

D. Trade Patterns: While the U.S. has emerged as the leading
developed country trading partner for most of the region, important
commercial links exist with the U.K., other EEC countries, Canada and
Japan. A number of different kinds of activities might be excluded from
the project if they cannot procure from customary, non-U.S. sources of

supply.

Furthermore, the CDB is jointly financing this Project Amendment. The
Bank's $5 million is being provided from its Special Development Fund
which is a special pool of funds contributed by its members. SDF monies
are provided on the condition that SDF contributors are eligible for
procurement activities under the project, which reinforces the argument
cited above. AID's policy on cofinancing does not allow for a general
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exemption of co-financing arrangements from AID's source/origin
requirement, unless waivers are used. For the same administrative
reasons cited below, it is recommended that AID's requirements be
waived to allow for adoption of similar procurement guidelines for
both SDF and AID funds.

E. Administrative Complexity: Two aspects of this issue are
particularly relevant. First, it will be extremely difficult to
make certain that those participating in all of the subprojects
understand the application of source, origin, nationality rules.
Because funds are being channeled through an intermediate credit
institution (ICI) to subborrowers, it would be extremely difficult
for AID to verify compliance with source, origin, nationality
rules. Second, the system may not be able to respond validly and
legitimately on a case by case basis because of the cumbersome and
complex process of acquiring individual waivers. The CDB management
would be tied to the time-consuming requirement of processing a
myriad of source, origin, nationality waivers. The project depends
upon their efficient management of the sub-activities, and the
additional burden of applying for individual waivers would only
hinder this aspect of the project.

Based on the arguments just stated, imposition of geographic code
000 source, origin, nationality requirements for all procurement
under the project would undermine the attainment of project.

Certification: Handbook 1B chapter 5 and Delegation of Authority
No. 754 require you to certify that "the exclusion of procurement
from the free world countries other than the cooperating country and
countries included in code 941 would seriously impede the attainment
of U.S. foreign policy objectives and the objectives of the foreign
assistance program', and that '"the interests of the United States
are best served by permitting the procurement of services from free
world countries other than the cooperating country and countries
included in 941."

Recommendation: That you approve a source, origin, nationality
waiver tor the Basic Needs Trust Fund Project (538-0103) from
geographic code 000 to 899 to permit the purchase of commodities and
services valued up to 2.5 million dollars, thereby bringing the
total waived under the project to 5 million dollars.

\

Approved: ( :4 Eé:ﬁ

Disapproved:

oA g gk
Date: ' - ﬁ
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Article 4: Conditions Precedent to Disbursement

SECTION 4.1. First Disbursement. Prior to the first disbursement under
the Grant, or to the issuance by A.I.D. of documentation pursuant to which
disbursement will be made, the Grantee will, except as the Parties may
otherwise agree in writing, furnish to A.I.D. in form and substance
satisfactory to A.I.D.:

(a) A statement of the name of the person holding or acting in the office
of the Grantee specified in Section B8.2., and of any additional
representatives, together with a specimen signature of each person specified

in such statement; and

(b} Evidence that Grantee has established the Basic Needs Trust Fund

together with an appropriate system for implementing the project, including
criteria for country eligibility and subproject selection and an appropriate
staffing system within the Grantee's organization.

SECTION 4.2. First Disbursement for Project Activities in a Particular
Participating Country

Prior to first disbursement, or the issuance of any documentation pursuant
to which disbursement will be made, to finance project activities in a
particular participating country, the Grantee will, except as the Parties may
otherwise agree in writing, provide A.I.D., in form and substance satisfactory
to A.I.D., an executed agreement with the participating country setting forth
the terms and conditions of the country's participation in the Project.

SECTION 4.3. Notification. When A.I.D. has determined that the
conditions precedent specified in Section 4.l1. and 4.2. have been met, it will

promptly notify the Grantee.

SECTION 4.4. Terminal Dates for Conditions Precedent

(a) If all of the conditions specified in Section 4.1. have not been met
within 90 days from the date of this Agreement, or such later date as A.I.D.
may agree to in writing, A.I.D., at its option, may terminate this Agreement
by written notice to Grantee.

Article 5: Special Covenants

SECTION 5.1. Project Evaluation. The Parties agree to establish an
evaluation program as part of the Project. Except as the Parties otherwise
agree in writing, the program will include, during the implementation of the
Project and at one or more points thnereafter:

(a) Evaluation of progress toward attainment of the objectives of the
Project;

(b} 1Identification and evaluation of problem areas or constraints which
may inhibit such attainment;

(c) Assessment of how such information related to (a) and (b) above may
be used to help overcome such problems; and

(d) Evaluation, to the degree feasible, of the overall development impact
of the Project.

~
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SECTION 5.2. Subproject Management
Page 2 of 3

Except as A.I.D. may otherwise agree in writing, the Grantee covenants
that:

{a) Prior to first disbursement to a participating country for any
subproject activities in such country, it will obtain from such country
evidence that a Project Supervisor has been designated and assigned full-time
to project activities in such country:

(b) Prior to first disbursement to a participating country for any
project activities in such country, it will obtain from such country evidence
that an account in a central bank or commercial bank acceptable to the Grantee
has been established through which all local activities will be financed;

(c) Prior to first disbursement to a participating country for each

sub-project activity in such country, it will contract with consultants, as
necgssary, to assist the participating country in carrying out sub-project
design, implementation and monitoring;

{(d} Prior to first disbursement to a participating country for a specific
infrastructure subproject activity, the Grantee will obtain from such countrv:

(i) a specific subproject proposal for Grantee review and approval
which satisfies the appropriate subproject selection criteria, including the
environment;

(ii) evidence, satisfactory to the Grantee, that the particular
facility to be renovated is government-owned and operated, that the land upon
which the facility is to be situated belongs to the government or that the
activity to be conduczed under the subproject will occur orn publicly cwned

property;

(iii) ewvidence, satisfactory to the Grantee, of (a) a commitment (1)
to continue maintenance of the particular subproject activity and (2) to
budget for adeguste funding of maintenance; and ‘~) ar explanation of how this

mairterance wil: be grovided for, includiny loca. community involvement;

(i) ewvid

satisfactory to thne Grantee, Of a commitment to
adequately sta e ed o

o facilities to be constructed oy renovated: and

rh

(v) f5r =~e procurement of furnishings, an itemized listing
£ o
-

{including spec:

SECTION 5.3. C- ndition Precedent to Grantee Dishursement for a
Curnstructicn Subproject

Tre Grantee rnowvenants that, prior to first disbursement for a construction

subproject, the G
Grantee, design and znyinceering details adequate to comply with the Council of
er:ng Organizations Codes.

Caribbean Ingine

SECTION :.4. Enironmental Analysis. The Grantee covenants that, prior
to first disbursemernt to a participating country fecr any particular subproject
activity which the Grartee finds to nave potentially significant environmental
effects, <he Grantee w:ill submit to A.I.D. for h.I.D.'s review and prior
approval the Crantee's findings on the environmental effects of such

subproject.
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SECTION 5.5. Performance Program. Prior to the approval by the Grantee
of any subproject under the Performance Program, the Grantee shall advise
A.I.D. of its intent to approve the particular subproject by country, title,
and total amount to be funded for A.I.D.'s prior concurrence.

Article 6: Procurement Source

SECTION 6. 1. Foreign Exchange Oosts. Disbursements pursuant to Section
7.1. will be used exclusively to finance the costs of goods and services
required for the Project having their source and origin in the United States
("Foreign Exchange Costs"), except as A.I.D. may otherwise agree in writing,
and except as provided in the Project Grant Standard Provisions Annex, Section
C.1l(b) with respect to marine insurance.

SECTION 6.2. local Currency Costs. Disbursements pursuant to Section
7.2. will be used exclusively to finance the costs of goods and services
required for the Project having their source and, except as A.I.D. may
otherwise agree in writing, their origin in the country where the activity is
located ("Iocal Currency Costs").
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AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON BC 20823 ANNEX "M"
AC11004 MEMORANDUM FOR ThHL ASS1STANI ADMINISIRAIOR, LAC
FRON LAC/DR)/Térrence J. Bro
SUBJECL: RDO/C - Basic Neeas Trust Funa Project ($38-0103)

Arnendment

Action Requested: Your approval is requesteu to make an
exception to Bureau policy to permit the {nclusion of
educational subprojects under the amendment to the Basic Needs
Trust Fund (BNTF) Project in the Caribbean Regional Development
Office program.

gackgrounc: 1ae Bwal Project was authorized on June 20, 1984
at $12.7 million in ESF gr-o»t funde with & completion date of
September 3U, 1987. 'ne PALD wae later extenued to September
1906. The purpose of the project is to expand and congerve,
using lspor-intensive methoaclogles, the social and econoaic
infrastructure of nine participating member countries of the
Cariobean pDeveliopuent Bank. 1o aate, the buTF has surpassead
its original target of 1u0 new or rehavilitated subprcjects
alch 155 subprojects inciuding 4& schocls, 37 water/drainage
systems, 33 heaith clinics, 3] village roads, and 5 otper basic
infrastructure activities conplacted.

The Mission clans Lo ameng the project toO extend the PACD Lo
Septemper 3u, 1Yyu and to incresse Life-cf-Froject (LCP)
funding by $5.0 million to a new LOP level of to $17.7

rillion. Under tihe extension, the Mission proposes to continue
cchool rehzbilitation and extension gctivities. Individual
country allocations will be determinea based on need and past
project performance, both with respect to maintenance and
implementation.

Discussion: The Nission defines maintenance activities as
Works which improve the condition of a structure without
significantly changing the quality of service offerea by that
structure. Rehabilitation activities bring the level of
cervice back to normal when a structure is not capable of
fulfilling its intended use due to damages. Extension
activities aie definea to mean the addition of new classrooms
to already existing institutions.

To dace, of the 71 subprojects identifiea by eight of the

participating countries, 25 involve schools with the breakdown
as follows: new school construction (l); replacement of

schools rendered structurally unsound aue to hurricane damage
(7): rehabilitation (9); anag axtensions (8). 1lnis represents

e &ﬁ/
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a total of approximately 103 classrooms to be constructed or
renovateu at a total estimated cost of $2.6 million, of whicn
the USAID contribution would be approximately $1.5 million,

The Mission has developed strict parameters for judging the
requests for education subprojects. 1t was determined that
extension or school construction are justified when one of the
three following conditions occur:

-- The existing school is operating significantly over
capacity;
-- Some of thc students have to travel very long distances

to school; or

-- Students are unable to attend school because there is a
shortage of classroom space.

The Missiun finds the requested schoul sub-projects to be
reasonable and worthy of financing under the BNTF with the
exception of Antizua whose submission exceeds the allocation
that it will most likely be accorded given past prcject
implementaticvn pertormanca. ‘lhe selection criteria cited above
will be used in evaluating the requests for new construction
and extensione.

As a point o1 clacification. the sever school replacerents have
bzen requested by the Government of the Commonwealth cof
Dozinica, which has been operating these rural primary schools
out of marxeshift, dilapidated wood structures subsequent to the
devastating nurrizanes of 197y ano 1980. Light of nine school
rehabilitaticn subprojects are in Grenada and have baen the
subject of serious neglect and deterred maintenance since the
cays of the Feople's Revolutionary Government (PRG). Selection
criteria will be applied to these subproject lists to deterwmine
their eligioility for financing under BNTF.

The BiWIF Prolect has been a very popular project with all Lhe
governments involved and they continue to press for the
extension of the project at the highest levels. 1t fis
important to neote that an interesting development over the life
of the project has been the seriousness rhat the CDB has come
to attach to the paintenance conponent of the project as
evicenced by their willingness to contribute their own grant
resources to this project component during the remaining two

years of the project. So not only will a significant base of
social and economic infrastructure have been developed by the /27;,,,5
J

PACD, but the systems with which to sustain the maintenance of
this eritical infrastructure will also be in place.

<97






