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PROJECT AUTHORIZATION
 

AMENDMENT NO. 3
 

Name of Country: Jamaica
 

Name of Project: Crop Diversification/Irrigation
 

Project Number: 532-0123
 

Number of Loan: 532-T-046
 

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
 
amended, the Crop Diversification/Irrigation Project was authorized on
 
September 25, 1985. The Original Project Authorization provided US$5,000,000
 
in loan funds and US$13,000,000 in grant funds over a 5 year period from date
 
of authorizat n. The Authorization was amended on September 28, 1987
 
increasing th loan component to US$7,355,000 and reducing the grant component
 
to US$10, 'A,00. On September 30, 1988, the Authorization was again amended
 
to increase loan funds to US$8,094,500 and decrease grant funds to
 
US$9,905,500. A total of US$8,094,500 in loan funds and US$9,905,500 in grant
 
funds have been obligated. In order to increase the grant funds by
 
US$2,000,000 and to add a three year extension to the Project Activity
 
Completion Date, the original authorization is hereby amended in Section 1 as
 
follows:
 

Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
 
amended, I hereby authorize the Crop Diversification/Irrigation
 
Project, involving planned life of project obligations of not to
 
exceed Eight Million Ninety Four Thousand Five Hundred ($8,094,500)
 
United States Dollars in Loan funds ("Loan") and Eleven Million Nine
 
Hundred Five Thousand and Five Hundred ($11,905,500) United States
 
Dollars in Grant funds ("Grant"), subject to the availability of
 
funds in accordance with the AID/OYB allotment process, to help in
 
financing foreign exchange and local currency costs for the Project.
 
The Planned life of the Project is 8 years from the date of initial
 
obligation.
 

2. The authorization cited above remains in force except as hereby
 
amended.
 

Marilyn Za 
Director 
USAID/Jamaica 

Date: ) - j7-A. 

Clearances: 
OPPD:MChen draft date 6/22/90 
ARDO:SFrench/ROwens draft date 6/22/90 
OEEE:CScheibal/RBird draft date 6/22/90 
RLA:EDragon date I/LI0 
CONT:MGweshe ! date 
ADDIR:TTifft draft date 6/22/90 
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CROP DIVERSIFICATION/IRRIGATION PROJECT
 

Project Paper Supplement
 

I. SUMMARY AND RECOMMENDATIONS
 

The purpose of this project paper supplement is to: 1) complete the
 
construction/rehabilitation work on the Rio Cobre Irrigation System;
 
2) provide additional support to the National Irrigation Cc:xmiission
 
for further policy reform and institutional strengthening; and 3)
 
provide a limited amount of additional support to the GOJ for its
 
lands divestment program. This support will be in the form of: 1)
 
additional long and short-term technical assistance; 2) limited
 
commodity and operational support funding; and 3) additional funding
 
for construction/rehabilitation activities.
 

USAID/Jamaica recommends authorization of an additional US$2,000,000
 
in grant funds, as well as, a three year extension of the PACD.
 
With the three year extension, the new life of project will be 8
 
years.
 

II. ORIGINAL PROJECT
 

The Crop Diversification/Irrigation (CD/I) Project was authorized on
 
September 25, 1985 and provided US$5 million in loan funds and US$13
 
million in grant funds. Subsequent amendments to the Authorization
 
and Project Agreement have resulted in actual obligations to date of
 
US$8,094,500 in loan funds and US$9,905,500 in grant funds.
 

The original project goal was to develop the agricultural sector to
 
increase productivity, increase employment and enhance Jamaica's
 
capability to earn and save foreign exchange. This project goal
 
remains unchanged in the Project Paper Supplement (PPS), as the
 
activities to be financed under the PPS are essentially an extension
 
of those currently being undertaken and are directly focused on
 
enhancing productivity in the agricultural sector.
 

The original purpose of the project was to reinforce the
 
institutional capacity of Agro 21 to develop private agricultural
 
investment in Jamaica. Agro 21 as an organization will be phased
 
out by the GOJ o/a September 30, 1990, and its functions transferred
 
in a reorganization which was concurred to by USAID. The project
 
purpose thus requires restatement. The new project Purpose is to
 
strengthen the broader institutional capacity of the GOJ to support
 
and develop private agricultural investment in Jamaica.
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III. PROJECT RATIONALE
 

The original project rationale, that of providing support for GOJ
 
efforts to diversify and enhance the productive base and mix of
 
agriculture by means of divesting GOJ lands to the private sector
 
and by the provision of reliable irrigation water, remains largely
 
unchanged.
 

IV. PROJECT BACKGROUND:
 

The Project was originally conceived as a crop diversification
 
project focused on assisting the GOJ to make available abandoned or
 

otherwise unutilized sugar lands for foreign and domestic
 
agricultural investment targeted on winter vegetable production for
 

export to the United States. The irrigation element was added
 

during project paper development as it became evident that most of
 

the lands required a reliable supply of water to increase
 
agricultural productivity.
 

The major accomplishments of the Project to date fall into the
 

general headings of policy reform, institutional development and
 

productivity enhancement. In the realm of policy dialogue, USAID
 

has coordinated its efforts with those of the World Bank (IBRD).
 

While the IBRD has addressed the over all level of subsidies and the
 

financial sustainability issue in relation to the national
 
issues related to
irrigation system, USAID has addressed the same 


the Rio Cobre Irrigation Works being rehabilitated under CD/I. The
 

Project helped create the National Irrigation Commission, a public
 
By being
limited corporation with budget and personnel authority. 


created as a public limited corporation, NIC is allowed to retain
 

and utilize earnings and fees, rather than returning them to the
 

GOJ's consolidated budget account. It also has a great deal more
 

flexibility in terms of staffing and contracting arrangements then
 

is usual in the central government ministries. Through USAID
 

assistance, the irrigation system is being rehabilitated and/or
 
lands targeted for divestment, or for
extended to supply water to 


small and medium sized farmers within the project area. As a result
 

of Mission dialogue with the GOJ, NIC changed the fee structure for
 
a differentiated rate
irrigation water from one of a flat rate to 


based on volume delivered for agricultural, industrial or municipal
 

uses. Rates increased, and concurrently, fee collection increased.
 

These two significant accomplishments reflect NIC's improved
 

monitoring and collection system. While NIC strengthened its
 

institutional capacity and developed realistic fee structures, water
 

delivery increased two fold, facilitating small and medium farmers
 
acres of land in both export and domestic
to plant over 2,000 


crops. This Project Paper Supplement will allow USAID to build on
 

the accomplishments of the Project by completing the infrastructure
 

work already in progress, while at the same time assisting the GOJ
 

with the ongoing process of policy reform and institutional
 

development. Development of this NIC managed irrigation system so
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that it is an efficient, reliable, user fee financed provider of
 
water directly supports the GOJ's policy of divesting project lands
 
for commercial agriculture.
 

The original project identified four specific areas for USAID
 
concentration: (1) Strengthening Agro 21; (2) Small Infrastructure
 
Rehabilitation; (3) Operation and Maintenance; and (4) Small Scale
 
Farmer Linkage.
 

1. AQro 21
 

This first component did not achieve its objectives. During the
 
previous GOJ Administration, Agro 21 was the principal entity
 
engaged in promoting agricultural production for export and import
 
substitution. Agro 21 was unsuccessful in attracting foreign
 
investors for the 13,400 acres in the project area. Large blocks of
 
land set aside for qovernment-directed production in winter
 
vegetables, ornamental horticulture, food and feed grains, tree
 
crops and oil seed crops reverted to fallow due to lack of investor
 
response and delays in rehabilitation of the irrigation system.
 
This was mainly a result of the highly restrictive land use and land
 
lease policies pursued by Agro 21. Only approximately 2,000 acres
 
were actually put into production, and most of that acreage has
 
reverted to weeds. Agro 21 was more successful, however, at
 
identifying and placing investors on lands that comprise the
 
Horticultural Park. As of February 1990, 120 acres (57 percent) of
 
the 212 acre park have been leased, with applications for a further
 
50 acres being considered.
 

Immediately after the 1989 general election, Agro 21 was transferred
 
from the Office of the Prime Minister to the Ministry of
 
Agriculture. This action was in keeping with the new
 
Administration's decision that all agricultural agencies and
 
parastatals would be placed under one central agency--the Ministry
 
of Agriculture. Agro 21 is expected to be phased out in September,
 
1990. Key personnel have been assigned to the National Irrigation
 
Commlission while the land divestment portfolio has been transferred
 
to the Agricultural Development Corporation (ADC), within which Agro
 
21 has been temporarily absorbed as a subsidiary unit. This PPS
 
does not contemplate any additional assistance to Agro 21.
 

2. Small Infrastructure Rehabilitation
 

This component has been essentially on target except for some
 
unanticipated delays. According to the project evaluation, the
 
"unanticipated need for rehabilitation of the headworks,
 
specifically, emergency wing-wall repair and capping of the dam
 
crest to increase permanent elevation, has resulted in less funding
 
availability for canal rehabilitation and other water development
 
activities originally contemplated in the Project Paper.
 
Construction costs are in line with similar irrigation
 
rehabilitation projects elsewhere in the world and the resulting
 
irrigation system will be capable of supporting diversified crop
 
production."
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The Project Evaluation identified two key factors which contributed
 
to the need for additional rehabilitation time above and beyond the
 
Project Paper estimate:
 

o 	 Time was needed to recruit and train both engineering and
 
support staff and to follow sound engineering procedures
 
(instead of forcing the construction contractor to assume
 
design responsibilities). The result is that Agro 21/NIC now
 
has a cadre of seasoned engineers and support staff whose
 
expertise can continue to serve Jamaican agricultural
 
engineering needs; and
 

o 	 Multiple small contractors were used for canal rehabilitation
 
works (as opposed to a single large contractor for the entire
 
rehabilitation contract). Allowing local small contractors to
 
do the work has the effect of improving Project area skills and
 
increasing the area employment rate, whereas establishing a
 
single big construction contract would have largely benefited
 
the Kingston-based businesses.
 

In addition to the above factors, three unavoidable events
 
contributed to Project construction delay:
 

o 	 Hurricane Gilbert's damage to the canal rehabilitation program
 
is estimated at about three months delay and J$200,000 in force
 
majeure expenses. Headwork damage covered by an emergency
 
budget is estimated at J$325,000. A list of post hurricane
 
damage may be found in Annex 3 of the Evaluation.
 

o 	 National political campaign activities associated with the
 
General Election of February 1989 resulted in a six-week
 
cessation of work by some of the construction contractors; and
 

o 	 Delay in the release of Fiscal Year 1988 funding accounted for
 
a contracting slowdown of two to three months.
 

3. Operation and Maintenance
 

At the time of the development of the Project Paper in 1985,
 
Jamaica's irrigation network was operated by regional irrigation
 
authorities. Thus, the Project Paper identified the Rio Cobre
 
Irrigation Works (RCIW) as the legal entity in the Project area with
 
authority for irrigation project operations and maintenance. In
 
1987, just two years after project start, the GOJ created a national
 
authority to oversee the nation's irrigation networks. The National
 
Irrigation Commission's (NIC) legal authority was granted in
 
December, 1988, with a license for management and operation of the
 
RCIW and with authority to set, collect, retain and use water fees
 
for irrigation project operations and maintenance. It has taken
 
some time to get the new NIC fully functional in several areas,
 
however, a major function of the NIC--fees collections--has been
 



- 5 

impressive. The Project Evaluation revealed that "Rate collection
 
data . . show that the advent of NIC has increased water payments 
dramatically . . . Quarterly collection of fees and estimated 
returns for the ensuing quarter seem comprehensive and
 
well-documented." NIC has also 
revised the overall fee structure
 
and implemented a series of changes, including: phasing increases
 
in water user fees; establishing differential rates for
 
agricultural, industrial, and domestic users, as well as special
 
rates based on volume used; and obtaining GOJ acceptance/approval of
 
NIC retaining fees collected for operations and maintenance of the
 
irrigation system, instead of returning the funds to the treasury.
 

As part of the Mission's ongoing policy dialogue focused on the
 
long-term institutional and financial sustainability of the
 
irrigation system and the NIC, the GOJ has agreed to cover a much
 
larger portion of the operations costs of the NIC out of its budget.
 
At the same time NIC has started to cover normal irrigation system
 
operations and maintenance costs by means of water fees. As a
 
result, funding under the PPS for NIC operations has been reduced
 
and only very limited funding is planned for irrigation system
 
operations and maintenance.
 

4. $mall Scale Farmer Linkage Program
 

This component has had mixed success. Designed to "facilitate
 
access to technology market outlets, land and supplementary
 
employment through commercial agriculture activities" the Project

Paper did not anticipate the reaction the small farmer population
 
would have toward Agro 21. Essentially, the small farmer population
 
viewed Agro 21 as a supporter of the larger farm operations, to the
 
detriment of the small farmer. "The perception of Agro 21 as a
 
bastion for large-scale overseas investors has proved to be an
 
unfortunate assessment--since it has been found that approximately
 
30 percent of small-scale farmers in the Project area have benefited
 
directly and another 20 percent indirectly from Project initiatives"
 
states the Project Evaluation.
 

Other aspects of this component fared poorly. Under technology
 
transfer, the "mother farms" concept never got off the ground as
 
only one non-traditional large farm in the Project area got involved
 
in the concept. Overall, only the small farmer outreach activity
 
that is being implemented by a dairy outside of the immediate
 
project area has been successful. However, over 600 small farmers
 
in the project area have benefited from increased irrigation water
 
flows, and have begun to irrigate just over 2,000 acres of land,
 
many of which are planted in high value vegetable crops for both the
 
local and export markets.
 

Perhaps the most fundamental changes in the project have been in the
 
government's refocus from concentrating on divesting lands to large
 
scale farmers to include small and medium scale farmers in the
 
divestment formula, and the recent decision to reallocate a portion
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of the project area lands to a new housing development. The first
 
is a topic which the Mission has actively pursued as part of its
 
policy dialogue with the GOJ. The GOJ's recent decision to divest
 
land based on smaller blocks has significantly increased the
 
project's appeal to small and medium sized producers in the area.
 

In April 1990, the GOJ advised USAID that it had decided to
 

realiocate 911 acres of ldlid wiLhii the CD/I Project area for use in 
what is known as the Portmore Housing Development. After 
discussions with the Ministry of Development, Planning and 

Production (MDPP) and the Ministry of Agriculture (MOA), USAID 
agreed to this decision with the following condition: that the GOJ 
would determine the cost to the project of the infrastructure 
already installed on the lands to be reallocated for housing, as 
well as the costs of capping off the irrigation system to preserve 
its integrity. This was done and USAID reviewed and agreed to the 
costings. It was further agreed that the GOJ would reimburse the 
project the full amount (J$5,200,000) by depositing it in a special 

account to be opened up and managed by the NIC, and that these funds 
will be used to finance additional activities within the CD/I 
Project area, focused mainly on additional common infrastructure
 
upgrading that will directly benefit those areas within the project
 
site already divested to private producers or the small farmer lands
 

on the western end of the project site. This decision has been
 
included in this PPS as a CP to disbursement of the additional
 
US$2million. NIC's proposed uses for the J$5,200,000 are as follows:
 

- Lifting bridge in Main Canal J$200,000
 

- Repair aqueduct in Main Canal 100,000
 
- Construct waste gate/aqueduct in Main Canal 50,000
 
- Stabilize Fall#9b - erosion control in Sub-main 150,000
 
- Stabilize Old Harbour Canal bank above Town Gully 50,000
 

Construction of Overflow Control Weir and Waste Gate 


- Repairs - Old Harbour Canal - Town Gully to St. John's 
Road 200,000 

--

Lower Old Harbour Canal 100,000
 

- Reinforce Old Harbour Canal with fill and improve
 
roads 400,000
access 


- Install Gradient Control Structures in Lower Main Canal 350,000
 

- Improve Lower Main Canal/Old Harbour Canal road crossing 150,000
 

- Install Well in Bushy Park to augment flows 300,000
 

- Install measuring devices - various locations 100,000
 
800,000
- Installation of Block C pipeline 


- Block C 200,000
- Install additional Well 

- Complete Lawrencefield Canal 850,000 

- Install Well at Thetford - Small Farmers Sub-division 300,000 

- ort-term TA (6pm) for site engineering services 158,700 
476,100- _.erations Support (NIC) 
15,200- Contingency 


TOTAL J$5,200,000
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V. 	PROJECT PAPER SUPPLEMENT DESCRIPTION
 

This Project Paper Supplement will address only three of the
 
original components contained in the Project Paper. Those
 
components are: (A) Small Infrastructure Rehabilitation; (B)

Operations and Maintenance; and (C) Small Farmer Linkage. Continued
 
Mission assistance in these areas was recommended by the Project

Evaluation to allow for project cnmpletion. In addition, the PPS
 
will include one additional activity -- that of Land Divestment
 
Support.
 

A. 	Small Infrastructure Rehabilitation
 

Approximately 85 percent of the irrigation system has been completed

under the project, but work is continuing on the remaining area.
 
Under the project extension, the Project will support the following
 
activities:
 

a. 	Infrastructure Rehabilitation in support of Divestment
 

1. 	Repair old existing pipeline and pumps in Blocks A,
 
B, and E;
 

2. 	Construct the pipeline connecting the irrigation
 
systems in Block A and Block B;


3. 	Complete construction of the Block E Irrigation
 
System;
 

b. 	Small Farmers
 

1. 	Construct reservoir for the Spring Village

Irrigation System
 

2. 	Install second pump in the Spring Village Canal
 
Pumping Station
 

3. 	Construct Turner's Pen Canal (Miles 3 and 4)
 
4. 	Construct Hartlands Canal (Miles 5 and 6);
 

c. 	Common Infrastructure
 

1. 	Construct the concrete cap on the Rio Cobre Dam;

2. 	Install trash racks at the headgates of the Main
 

Canal;
 

The 	following sections elaborate on the activities outlined above.
 

a. 	Infrastructure Rehabilitation in support of Divestment
 

Blocks A, B and E are prime lands currently targeted for divestment
 
by the GOJ. Infrastructure construction and rehabilitation in these
 
areas are 
laying the foundation for productive agricultural use on a
 
total of some 2,900 acres of land.
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1. Block A
 

The GOJ is currently divesting this 675 acre block in 40-50 acre
 
parcels. The irrigation system is complete, however, leaks persist
 
in some of the older sections of the system and need servicing and
 
repair. Phase II will make repairs to the old existing pipeline and 
oumpsn Block A and service _pipes that have been idle for over 2 

2. Block B 

The rehabilitation activities in this 637 acre block were not
 
completed or leased. The GOJ is now in the process of divesting
 
these lands in 40-50 acre blocks to small and medium scale
 
producers. The irrigation system is nearly completed. Wells and
 
pipelines are installed and construction is now.underway on the
 
reservoir and pumping station. A canal must also be built to bring
 
water into the reservoir. Phase II will construct the pipeline
 
connecting the irrigation systems in Block A and Block B to ensure
 
maximum efficiency and reliability.
 

3. Block E
 

Planned as the original site of the Agro 21 experiment in divestment
 
to foreign investors, this 1,597 acre block of land is in the
 
process of being subdivided and leased to private investors by the
 
GOJ. Rehabilitation of the irrigation system was temporarily
 
suspended due to Agro 21's unsuccessful efforts to find investors.
 
The irrigation system needs to be completed so that the lands may
 
now be divested along the lines of Blocks A and B. Phase II will
 
complete the irrigation svstem, allowing the GOJ to divest these
 
lands to anyone who wants to grow crops.
 

In addition to the 3 blocks discussed above, the three year project
 
extension will allow the completion of several ancillary irrigation
 
systems:
 

b. Small Farmers
 

1. Spring Village
 

This system will serve the first small farmer area, about 500 acres,
 
included in the Agro 21 scheme. Agro 21 bought and installed a new
 
well pump which more than doubled the capacity of the well, and
 
built a canal pumping station. Phase II will add one Pump to the
 
canal pumping station and build a reservoir to provide reliable
 
water for an additional 1,054 acres in Bushy Park.
 

2. Turners Pen/Hartlands Canals
 

Phase II will construct Miles 3 and 4 of the Turners Pen canal and
 
miles 5 and 6 of the Hartlands Canal to serve approximately 300
 
small and medium farmers in the Hartlands and Hillrun areas.
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c. Common Infrastructure
 

1. Rio Cobre Dam
 

Phase II will construct a concrete cap on the Rio Cobre Darn. The
 
cap will eliminate the existino temporary flash boards and will
 
permanently raise the upstream water level about 3 feet, thus,
 
Leiably diverting more water througlh the headworks into the Main
 
Canal with no recurring maintenance cost.
 

2. Headworks
 

Phase II will construct trash racks on the sluice gates in the
 
headwork. These racks will screen out river trash and prevent it
 
from entering the Main Canal, thus, reducing maintenance
 
requirements and costs.
 

USAID resources will finance long term technical assistance, local
 
short term technical assistance (architectural and engineering
 
firm), construction, commodities and other costs under this
 
component.
 

B. Operations and Maintenance
 

Under the original project design USAID resources financed
 
operations of NIC and maintenance of the irrigation system (e.g.
 
canals, canal structures, pumps, test runs and spare parts) so that
 
NIC would be able to deliver reliable water as it increased user
 
fees to finance these expenses on an on-going basis. The GOJ has
 
agreed to an approach under which it will, starting this year,
 
support virtually all of the personnel costs of the NIC by including
 
operations support in the government budget, and NIC will finance
 
all other O&M costs from the fees collected. In the past the
 
Mission had financed up to 40 positions at the NIC, which was
 
reduced over time to 18. Under this PPS only 3 positions at NIC
 
will be financed, with the GOJ picking up the costs for the
 
remaining staff. The NIC is projected to collect in the coming year
 
sufficient user fees to fully finance these costs at a level that
 
provides reliable water service for the Rio Cobre system. As part
 
of this transition to a totally user fee financed basis, USAID will
 
provide a limited amount of commodity procurement, i.e. repair parts
 
and equipment.
 

C. Small Farmer Linkage
 

This component will provide support for NIC and, to a certain
 
extent, the Rural Agricultural Development Agency (RADA) in
 
providing outreach extension and training to small and medium
 
farmers in water usage and water usage efficiency. This latter
 
point is particularly important for women farmers who show a
 
reluctance to use irrigation, as noted in the Survey of Small Scale
 
Farming in the Crop Diversification/Irrigation Project Area
 
(October, 1989). Roughly 14 percent of farmers in the project area
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arE .4omen and they operate about 15 percent of the acreage in 
farms. Ninety percent of farms operated by women are owned by them, 
as opposed to 82 percent for men. Women tend to operate larger 
farms, about 7.5 acres, than men at 6.9 acres, but have less 
experience 11 years vs. 15 years. Although higher levels of 
education are considered prerequisites for increased production, 
this theory has not been confirmed fnr women farmers in the project 
site. Women in this area possess higher levels (secondary and 
tertiary) of education than men, however, they seem less adaptable 
in land utilization efficiency. The Survey revealed that "the 
percentage of farmland in ruinate and/or fallow for male and female 
farmers is 50.3 percent and 79.3 percent respectively . . ." This 
component, therefore, will ensure that women are encouraged--through 
training and other organized ac~ivities--to use both land and water 
resources more efficiently so that they are not inadvertently 
marginalized as a result of the project.
 

The project activities will cover two groups of farmers: those
 
leasing divested lands in Blocks A, B and E; and those farmers
 
elsewhere in the project site. Assistance will mainly entail
 
training activities which will be modeled along the lines of the
 
program developed by the Israeli technical assistance team in
 
conjunction with the Jamaica Agriculture Society and NIC. This
 
model has proved successful and easily adaptable. Also, this
 
component will explore methods for strengthening water user
 
associations with an eye towards encouraging them to become actively
 
involved in both system maintenancc and the dissemination of on farm
 
water management technologies and practices.
 

D. Land Divestment Support
 

This activity is designed to support transactions costs (i.e.
 
surveying, titling and registration) of lands to be divested in an
 
effort to expedite leasing of the lands in the project site. This
 
effort will provide support for the implementation of the GOJ/USAID
 
policy initiative related to divestment of GOJ owned lands, and
 
should serve as a model for future GOJ efforts in this area.
 

VI. CIRCUMSTANCES RESULTING IN THE NEED FOR THIS SUPPLEMENT
 

The recommendation for amending the CD/I Project Paper arises from
 
the following:
 

A. The mid-term project evaluation conducted in late 1988
 
through early 1989 which contained a series of findings,
 
recommendations, and lessons learned regarding the project. The
 
recommendations of the mid-term project evaluation along with the
 
current status of each is found in Attachment A to this PPS.
 

B. The election of a new GOJ in February 1989, which has
 
resulted in refocusing the project on divestment of GOJ lands,
 
policy reform and institutional restructuring, and provision of
 
services to farmers in and around the project area.
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C. Implermentation delays in the construction and rehabilitation
 
of the Rio Cobre Irrigation System resulting from: 1) sporadic

political interference/violence; 2) Hurricane Gilbert; and 3) the
 
1988/89 election campaign and resulting change of government.
 

VII. MODIFICATIONS TO COST ESTIMATE AND FINANCIAL PLAN
 

The revised cost of the Project, with the addition of $2,000,000 in
 
grant funds, is US$20,000,000 (Grant $11,905,500 and Loan
 
$8,094,500). A revised cost estimate and financial plan is provided

below. Within the original Project Agreement, the Government of
 
Jamaica counterpart contribution was US$6,000,000, which exceeded
 
25% of the total cost of the Project. This percentage does not take
 
into consideration the value of the land donated as 
part of the
 
GOJ's contribution to the Project. During original project

development, the value of the land was estimated at US$6,000,000.

The GOJ's counterpart contribution, therefore, represents 46 percent

of total Project costs.
 

The following tables describe funding levels and activities under
 
the PPS.
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TABLE 1: ILLUSTRATIVE GRANT/LOAN BUDGET 
(US$000) 

Present PPS Total 

Budget Element Budget Budget Revised Budget 

GRANT FUNDS: 

Long Term TA 
Short Term TA 

$2,557,351 
324,442 

$604,000 
50,000 

$3,161,351 
374,442 

Commodities 692,000 50,000 742,000 

Operations 
Infrastructure 

621,833 
4,218,658 

211,000 
1,000,000 

832,833 
5,218,658 

Rehabilitation 
Interim O&M 293,110 -0- 293,110 

Measures 
Training 
Special Project Fund 
Evaluations/Audits 
Contingency & Inflation 

115,041 
883,000 

2,191 
197.874 

25,000 
-0-

30,000 
30.000 

140,041 
883,000 
32,191 

227,874 

Sub-total $9,905,500 $2,000,000 $11,905,500 

LOAN FUNDS: 

Long-Term TA 
Short-Term TA 
Commodities 

1,360,702 
1,133,214 

182,870 

-0-
-0-
-0-

1,360,702 
1,133,214 

182,870 

Operations 
Infrastructure 

146,500 
5,041,214 

-0--
-0-

146,500 
5,041,214 

Rehabilitation 
Interim O&M Measures 
Training 
Special Project Fund 
Evaluations/Audits 
Contingency & Inflation 

-0-
-0-
-0-
-0-

230.000 

-0-
-0-
-0-
-0-
-0-

-0
-0
-0
-0

230,0QQ 

$8,094,500 -0- $8,094,500 

TOTAL $18,000,000 $2,000,000 $20,000,000 
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TABLE 2: ILLUSTRATIVE COMBINED GRANT/LOAN BUDGET
 
(US$000) 

Present PPS Revised Total 
Budqet Element Budget Funds Budget 

Long Term TA $3,918,053 $604,000 $4,522,053 
Short Term TA 1,457,656 50,000 1,507,656 
Commodities 874,870 50,000 924,870 
Operations 768,333 211,000 979,333 
Infrastructure 9,259,872 1,000,000 10,259,872 
Rehabilitation 

Interim O&M Measures 293,110 -0- 293,110 
Training 115,041 25,000 140,041 
Special Project Fund 883,000 -0- 883,000 
Evaluations/Audits 2,191 30,000 32,191 
Contingency & Inflation 427,874 30.Q0 457,874 

TOTAL $18,000,000 $2,000,000 $20,000,000 
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TABLE 3 - SUMMARY COST ESTIMATE AND FINANCIAL PLAN*
 
(US$000)
 

A.I.D.
 
FX LC TOTAL
SOURCE 


Lonq Term TA
 
Expatriate
 

Chief Engineer - 12PM 110 110
 
60
Director of Finance - 6PM 60 


Site Engineer- 6PM 23 23
 

Local Professionals
 
207 207
NIC Chairman -24 PM -

NIC Managing Director - 24 PM - 128 128 

NIC Managing Engineer - 24 PM - 76 76 
193 411 604SUB-TOTAL 


- 50 50
Short -Term TA 


25 25 50
Commodities 


- 211 211
Operations 


- 1,000 1,000Infrastructure Rehabilitation 


- 25 25
Training 


20 10 30
Evaluations/Audits 


Contingencv/Inflatio-n 1515 3.
 

15747 2,000
TOTAL 


*Note: GOJ contribution not included.
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TABLE 4 - METHODS OF IMPLEMENTATION AND FINANCING 
(US$000)
 

INPUT 	 IMPLEMENTATION FINANCING AMOUNT
 

Long-Term TA
 
- Expatriates HCC HC Advance/Reimb. 193
 

Long-Term TA
 
- Local Professionals HCC HC Advance/Reimb. 411
 

Short-Term TA - Local HCC 	 HC Advance/Reimb. 50
 

Commodities 	- Local HCP HC Advance/Reimb. 25
 
- Overseas HCP HC Advance/Reimb. 25
 

Operations 	 HCC HC Advance/Reimb. 211
 

Infrastructure
 

Rehabilitation HCC 	 HC Advance/Reimb. 1,000
 

Training 	 HCC HC Advance/Reimb. 25
 

Evaluations/Audits 	 AID Direct AID Direct Payment 30
 

Contingency 	& Inflation 30
 

TOTAL 	 2,000
 

METHODS OF IMPLEMENTATION AND FINANCING - Table IV shows the
 
methods of implementation and financing for the Crop
 
Diversification/Irrigation Project Supplement, all of which are in
 
accordance with AID's preferred methods.
 

A non-federal audit of Crop Diversification/Irrigation Project
 
with AGRO 21 Corporation was conducted in 1988 for the period ending
 
March 31, 1987 and resulting recommendations were satisfactorily
 
closed. In addition, an audit of AGRO 21 Corporation covering the
 
period from July 1, 1985 to March 31, 1989 was performed by a local
 
Chartered Accounting Firm. An unqualified opinion was rendered. NIC
 
assumed accounting and reporting responsibilities on April 1, 1989
 
with the AGRO 21's Accounting Department transferring interest to NIC.
 

Audit funds have been set aside under this project supplement to
 
review and examine the activities of NIC should the events warrant
 
one.
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TABLE 5: ILLUSTRATIVE PPS ACTIVITY BUDGET
 

US$ (000's)
 
Element 1 - LT/TA US$ 604,000 

- Expatriate 
Chief Engineer 12 pm 110,000 
Director of Finance 6 pm 60,000 
Site Engineer 6 pm 23.000 

24 pm 193,000 

- Local Professionals 
NIC Chairman 24 pm 207,000 
NIC Managing Director 
NIC Managing Engineer 

24 pm 
24 Pm 

128,000 
76000 

72 pm 411,000 

Element 2 - ST/TA 50,000 

Element 3 - Commodities 50,000 

Element 4 - Operations 

NIC Operations Support 
Divestment Support Costs 

146,000 
65.000 
211,000 

Element 5 - Infrastructure Rehabilitation 1,000,000 

Element 7 - Training 25,000 

Element 9 - Evaluation/Audit 30,000 

Element 10 - Contingencv 30.000 
TOTAL US$2.000.000 
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VIII. REVISED IMPLEMENTATION PLAN
 

The current implementation arrangements will continue unchanged
 
under the PPS.
 

IX. CONDITIONS PRECEDENT AND COVENANTS
 

A. Condition Precedent:
 

1. Prior to initial disbursement of funds provided under
 
the Project Paper Supplement, the GOJ will deposit in 
a
 
special account, set up by the NIC, the 
sum of J$5,200,000
 
to cover the costs of the infrastructure financed under the
 
CD/I Project within the areas 
that have been withdrawn from
 
the project tor housing development. These funds will be
 
used by the NIC for additional activities within the CD/I

Project to 
be determined by NIC in consultation with USAID.
 

B. Covenants:
 

1. Within six months after the signing of the Project Agreement

Amendment, the NIC will have identified, recruited and hired a
 
person for the new Managing Director position;
 

2. 
Within six months after the signing of the Project Agreement

Amendment, the NIC will have employed a local engineer as 
an
 
understudy and replacement for the expatriate Chief Engineer;
 

3. Within one year after the signing of the Project Agreement

Amendment, the NIC will have undertaken a review of the
 
feasibility of its objective of achieving long-term

institutional and financial sustainability. Some of the costs
 
for this activity may be financed under the Short Term Technical
 
Assistance component of the Project.
 

C. Performance Indicators:
 

To ensure the success of this amendment, the Mission identified
 
three key Performance Indicators which would measure the GOJ's
 
commitment to achieving the objectives of and successfully

completing the project. These areas 
required demonstrated GOJ
 
progress in the following areas:
 

1. GOJ commitment to divest large blocks of 
land into small and
 
medium units;
 

2. GOJ commitment to increasing fees collection for water
 
users; and
 

3. GOJ commitment to ensure sustainability of the National
 
Irrigation Commission.
 

The GOJ's response (Attachment B) and its 
recent public statements
 
have convinced the Mission that the Government is prepared to
 
undertake the necessary steps to encourage a viable agricultural
 
sector and to increase land productivity.
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This PPS will address/support all three of these performance
 
indicators in the following ways.
 

--	 GOJ commitment to divest large blocks of land into small and 
medium units. 

First and foremost, the infrastructure rehabilitation and
 
a
construction will allow for this divestment by assuring investors 


reliable source of irrigation water. Second, a limited amount of
 

funding assistance will be provided to the GOJ to help expedite the
 

transfer of lands within the Project site to be divested.
 

GOJ commitment to increasina fees collection from water
 

NIC has both raised its rates and improved/increased collections.
 
Rates will continue to be increased on a phased basis, and NIC is
 
exploring ways to improve even more its billing/fee collection
 
system. We will support this process through the provision of long
 
and short-term TA and limited operational support for the NIC.
 

-- GOJ commitment to ensure sustainability of the National 
Irrigation Commission. 

The GOJ, besides pledging itself to provide an adequate level of
 

budget support for NIC, above and beyond the retention and use of
 

water fees, has also agreed to bring in new management. The mandate
 
a
for 	this new business manager will be to make the NIC function as 


water company, much like any other public utility. This PPS will
 

support this effort by providing long term technical assistance and
 

limited operational support.
 

X. 	ECONOMIC ANALYSIS
 

The design for the original project was approached from the
 
scare resources
assumption that land and water are jointly the most 


in the region. The strategy then was to search for the land with
 

the lowest opportunity cost and then determine the least cost method
 
In this case, abandoned government
of bringing water to the land. 


land has the lowest opportunity cost (approaching zero). There was
 
land with water which could be translated
expected to be demand for 


into large foreign investors taking advantage of the new opportunity
 

to grow high value crops on unutilized and underutilized land in
 
activity and interest in land aquisition
Jamaica. Although some 


occured at the beginning of the project, the focus on foreign
 

investors proved to be the downfall of the Agro 21 efforts.
 

The 	basic assumptions underlying the Economic Analysis prepared for
 

the original Project Paper included: (1) there were sufficient
 

incentives to entice private sector investment; (2) there was
 



- 19 

adequate agricultural technical and management capability available
 
to carry out private sector investment; and (3) there was sufficient
 
equity capital available from the private sector to act as the
 
catalytic agent for agricultural development. Although the GOJ
 
assumed that private sector investment would be generated from large
 
investors, the experience of the past few years indicates that it 
is
 
actually the small to medium size farmers who are interested in
 
developing land in the proiect site. The previous focus on
 
attracting large scale foreign investors has proven a failure, and
 
the GOJ's efforts to re-orient the project to small and medium
 
farmers is expected to benefit the project, particularly in light of
 
the benefit already received by these farmers, that is increased
 
productivity as a result of the supply of irrigated water.
 

Based on discussions with the GOJ, the commitment to return the
 
lands to the private sector through leasing arrangements,
 
particularly to small and medium scale farmers, is unshakeable.
 
Jamaica's low agricultural production/productivity remains a
 
critical issue for the GOJ, but the economic assumptions of the
 
project remain valid for the PPS.
 

Loss of the 911 acres to the Portmore Housing Scheme may actually
 
positively impact on the project viz the GOJ's reimbursement to the
 
project of J$5,200,00 will be used to upgrade and strengthen the
 
exisiting irrigation system which will ensure increased water usage

efficiency. Although less land is involved, overall performance and
 
efficiency is expected toiincrease.
 

XI. INSTITUTIONAL/ADMINISTRATIVE ANALYSIS
 

The National Irrigation Commission (NIC) has been the lead
 
implementing institution for the Crop Diversification/Irrigation
 
(CD/I) Project for the last 15 months. It was established as a
 
public limited liability company by the GOJ on July 14, 1986, with
 
the mandate to organize, plan, manage and operate all publicly owned
 
irrigation resources and systems in Jamaica so as to facilitate a
 
national and uniform approach to the management of irrigation
 
resources.
 

The NIC began its operations on a phased basis concentrating in the
 
early stages on the USAID funded CD/I Project in the St. Catherine
 
Plains. It has since been legally empowered to manage all
 
irrigation works in Jamaica and has done so since July of 1989. In
 
doing so the NIC is attempting to implement a decentralized
 
management scheme whereby each irrigation district has a Local
 
Advisory Board which advises the National Board on local needs and
 
problems, and which also assists the local NIC staff in performing

their functions related to irrigation system management.
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The NIC is headed up by a 15 person Board of Directors, which
 
includes representatives from its consumers, the Ministries of
 
Agriculture and Finance, and the Underground Water Authority. It
 
has a staff of 166 assigned as follows:
 

- Head Office, Kingston 40
 
- Rio Cobre/St. Dorothy Irrigation Systems 60
 

- Clarendon Irrigation System 27
 
- Hounslow Irrigation System 22
 
- Braco Irrigation System 7
 
- Black River Drainage and Irrigation Board i0
 

166
 

As part of its focus on decentralization, the NIC has moved staff
 
out of Kingston and into the irrigation service areas, and has also
 
eliminated a number of head office positions. During the next year
 
it is expected that NIC will assume direct operational
 
responsibility for at least one, and possibily two additional
 
irrigation/drainage systems.
 

Under this amendment to the CD/I Project, additional assistance will
 
be provided to the NIC with the objective of supporting the NIC as
 
it continues to make changes in its operations focused on
 
sustainability. In the long term the NIC must become an efficient
 
provider of irrigation water based on realistic fees. In short, it
 

must evolve towards becoming a water company. This will require the
 

correct policy frameworki a realistic fee structure, increased fee
 
collections, and an even more streamlined, efficient and
 
decentralized organizational structure. The NIC has made progress
 
in all of these areas, and continues to be focused on implementing
 
the changes required to allow it to move towards functioning as a
 

water company.
 

Perhaps the area in which the NIC has made the most progress is in
 

the development of a new fee structure and increased fee
 
collections. Both the new fee structure and new billing/collection
 
procedures were designed with Israeli Technical Assistance financed
 

under the CD/I Project. These changes are also linked to a World
 
Bank loan for the sugar industry which is being partially
 
implemented by the NIC, and which seeks to reduce the level of GOJ
 

subsidies for irrigation water by 50 per cent over the next five
 

years. The Mission's CD/I project-specific policy dialogue has been
 

and will continue to be complementary to that of the IBRD, in that
 

we are seeking to assist NIC in achieving self-sufficiency for the
 

Rio Cobre Irrigation Works within this overall framework, while at
 

the same time supporting the NIC's efforts to attain institutional
 

sustainability. NIC rates collection, costs and subsidy reduction
 

plans for the CD/I assisted irrigation project are detailed in the
 

following tables.
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TABLE I
 
Rio Cobre Rates Collection Summary
 

Ouarters Amount Invoiced 


Jan-March'9 J$110,070.29 

April-June'89 174,444.40 

July-Sept'89 353,083.80 

Oct-Dec'89 405,109.73 


Collections 


J$ 99,991.29 

172,710.40 

343,266.30 

157,536.89 


%Collected
 

91%
 
99%
 
97%
 
39%*
 

Jan-March°90 Not yet available as invoicing for the quarter did
 
not commence until April 1st.
 

Sub-total 1,042,708.22 773,504.88 74% 
Advance Payments N/A 33,125.00 
TOTAL J$1,042,708.22 J$806,629.88 77% 

* Final tally of payments not yet available.
 

http:157,536.89
http:343,266.30
http:172,710.40
http:99,991.29
http:405,109.73
http:353,083.80
http:174,444.40
http:J$110,070.29


Table II summarizes the proposed costs, approved rates and GOJ subsidies for the five year period 1990/91 to 1994/95
 
for the Rio Cobre Irrigation System which is being rehabilitated/expanded under the CD/I Project.
 

TABLE II
 

Rio Cobre Irrigation System
 
Proposed Costs, Rates, Rate Structures and GOJ Subsidies
 

for 5 Years Period 1990/91 to 1994/95
 

0 & M Chargeable Production
 
Recurrent Amount of Cost of Rates Farmer's Contribution GOJ Subsidies
 

Year Expenditure Water Small Large
 
J$ yd3/hr 1 yd3/hr Farmer Farmer Small Farms Large Farms Total J$ %
 

1990/91 4,213,413 11,740 324 120 240 374,869 2,052,536 2,427,405 1,786,008 42.4
 

1991/92 4,634,754 13,020 356 184 356 617,136 3,441,096 4,058,232 576,522 12.4
 

1992/93 5,098,230 13,020 392 281 392 942,474 3,789,072 4,731,545 366,684 7.2
 

1993/94 5,608,052 13,020 431 431 431 1,445,574 4,166,046 5,611,620 0
 

1994/95 6,168,859 13,020 474 474 474 1,589,796 4,581,684 6,171,480 --- 0
 

The Rio Cobre Irrigation System should become fully self-supporting in 1993/94 without the need of government
 
subsidy.
 

As part of the conditionality in the IBRD funded Second Sugar Rehabilitation Loan which is partially implemented by
 
the NIC, the GOJ has agreed to further reduce the overall (system wide) subsidy for irrigation water. This GOJ
 
subsidy which only two years ago was as high as 90%, will be reduced to approximately 50% within the next five
 
years per Table III below.
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TABLE III
 

Proposed Rate and Rate Structure
 
for Agricultural Water Supply
 

for all Public Irrigaticn Systems
 
at 10 Percent Annual Inflation Rate
 

Production Recommended Rates GOJ Subsidy 
Year cost for percent 

I yd3/hr 
$ S.F. L.F. 

1990/91 664 	 120 240 76.2
 

1991/92 730 	 184 356 61.5
 

1992/93 803 	 281 392 57.2
 

1993/94 883 431 431 	 51.2
 

1994/95 972 474 474 	 51.2
 

It should be noted that the above quoted rates take into account the
 

following:
 

a. 	 uniform rates for all systems
 

b. 	 differential and accelerated rate increases for large farmers
 
above 200 yd3/hr
 

c. 	 Rio Cobre should become fully self supporting in 1993/94
 
without further need for GOJ subsidies
 

d. 	 approximately 50 percent subsidy reduction in 1993/94 for all
 
combined irrigation systems.
 

Due to the nature of the overall system of irrigation works that the
 
NIC is resporsible for (a mixture of gravity and pumping) it is
 
highly doubttul that the entire system can reach full financial
 
self-sufficiency, regardless of what transpires with the fee
 
structures and collection rates. However, as show above, it should
 
be possible for the irrigation system assisted under the CD/I
 
project to achieve financial sustainability by 1993/94. Part of the
 
policy focus of this PPS is related to the overall system managed by
 
the NIC. To that end two covenants are included regarding the
 
hiring of a new Managing Director to take over operations of the NIC
 
with a mandate to move it towards operating as a water company, and
 
the carrying out of an analysis of the long-term financial and
 
institutional sustainability of the NIC. This last covenant will
 
ensure that the NIC remains focused on the sustainability issue, and
 
should also serve as a planning/decision document for the new
 
Managing Director.
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XII. OTHER ANALYSIS
 

The Social Soundness Analysis in the original Project Paper is still
 
applicable. It has also been supplemented/updated by a Small Farmer
 
Survey carried out in late 1989.
 

The Environmental Analysis in the original Project Paper is still
 
applicable. It has also been supplemented by the EA for the
 
Hurricane Reconstruction Project (532-0158), and the EA that was
 
carried out under the Agricultural Export Services Project
 
(532-0165). An updated IEE for the PPS is included as Annex 2.
 

0895U
 



ANNEX 1 

Page 1 of 3 

LOGICAL FRAMEWORK 

NARRATIVE SUMMARY INDICATORS MEANS OF VERIFICATION ASSUMPTIONS 

GOAL: To develop the -Increased agricultural -MOA data -Continued GOJ commitment 
agricultural sector to production in project -GOJ trade statistics to crop diversification. 
increase productivity, area. -GOJ employment -No adverse shifts in terms 
increase employment and -Increased agricultural statistics, of trade for agriculture 
enhance the country's exports from project vis-a--vis the rest of the 
capability to earn and save area. economy. 
foreign exchange. -Increased employment in -Business investment 

project area. climate in Jamaica 
remains stable. 

PURPOSE: EOPS 

To strengthen the broader -An enhanced institutional -Project Evaluations -GOJ maintains current 
institutional capacity of 
the GOJ to support and 

capability in the GOJ to 
provide and manage 

-GOJ records 
-USAID records 

favorable policies 
regarding irrigation 

develop private agricultural irrigation infrastructure development, land divestment 
investment in Jamaica. as well as attract foreign and investment promotion. 

and local private investment -Profits are sufficient to 
for diversified commercial attract local and foreign 
agriculture, principally investors. 
export crops. As a result, 
substantial tracts of idle 
or underutilized land in the 
project area will be put 
into private production. 
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NARRATIVE SUMMARY INDICATORS MEANS OF VERIFICATION ASSUMPTIONS 

OUTPUTS: 

Rehabilitation of -Contracts -GOJ records -No recurrence of political 

Infrastructure -Completion of work thereby -USAID records interference in awarding of 

improving approximately -Site inspections construction contracts or with 

10,000 acres of land for works in progress. 

planting of diversified crops. 

Small Farmer Linkage -Development and implement- -GOJ records -No delays in reimbursement for 

ation of training and other -USAID records housing lands. 

assistance program for small -NIC contracts -RADA is able to establish 

farmers. -Site inspections extension activities for water 

-Increased availability of -ADC contracts users wiuhin a reasonable 

irrigation water for small time. 

farmer areas. 

-Increased participation of 

small farmers in water user 

groups. 

-Divestment of a portion of 

project site lands to small 

farmers. 

Upgraded Operations and -Establishment and implement- -RCIW/NIC records -GOJ maintains its commitment 

Maintenan:t System for the ation of mechanisms whereby -USAID records to policy of self-

RCIW RCIW/NIC will be able to -Site visits sustainability for RCIW/NIC. 

finance O&M activities on a 

self-sustaining basis from 

collections of water user 

charges established at a 

level which adequately covers 

costs. 

Land Divested -3,000 acres of project site -ADC records/contracts -GOJ maintains its commitment 

lands divested to small and -NIC records/contracts to land divestment policy. 

medium sized commercial -Site visits -Investors willing and able to 

farmers. take up land leases under land 
divestment program. 



Page 3 of 3 

NARRATIVE SUMMARY INDICATORS MEANS OF VERIFICATION ASSUMPTIONS 

INPUTS: 

Long Term TA: 
-Expatriate Staff 24 pm 
-Local Staff 72 pm 

Short Term TA: 6 pm 

Yrl 
24 pm 
36 pm 

60 pm 

3 pm 

Yr2 
0 

36 Pm 

36 pm 

3 pm 

Yr3 
0 pm 
0 pm 

0 pm 

0 pm 

Total 
24 pm 
72 pm 

96 pm 

6 pm 

-Project reports 
-HC contracts 
-GOJ and USAID 

records 

-GOJ and USAID records 

-Inputs supplied in a 
timely manner and are 
effectively utilized. 

Commodities: 
-NIC  $50,000 25 pm 25 pm 0 pm 50 pm -USAID and GOJ records 

Operations:
-NIC Operations Support - $176,000 
-Divestment Support - 65,000 

$211,000 

Infrastructure Rehabilitation 

- $1,000,000 

Training - $25,000 

73 pm 
.65 pm 

138 pm 

25 pm 

73 pm 
0 pm 

73 pm 

0 pm 

0 pm 146 pm 
0 pm 65 pm 

0 pm 211 pm 

0 pm 25 pm 

-GOJ and USAID records 
-Site inspections 

-GOJ and USAID records 
-Site inspections 

-GOJ and USAID records 

Evaluation/Audit - $30,000 
-Site visits 

-Evaluation/Audit reports 

Contingency - $30,000 

\ 



ATTACHMENT A
 

Evaluation Recommendations & Current Status
 

Investor Promotion and CD/I Project Lands
 

Recommendation No. 1:
 

Agro 21 should broaden its investor promotion focus to include
 
medium-scale domestic investors and offer all investors much
 
greater latitude in their selection of cropping enterprise mix
 
that they can undertake on leased lands in the Project area.
 

Status: Although Agro 21 is being phased out o/a September 30,
 
1990, the GOJ has done this by means of the new and more flexible
 
land lease/land divestment program.
 

Recommendation No. 2:
 

Agro 21 should explore means to accelerate the uptake of Project
 
area lands by medium-scale investors through such incentive
 
programs as deferred/reduced lease payments for the "early
 
investor" and explore the attractiveness to investors of a
 
lease-to-purchase option for the commercial farm business that
 
show a track-record of agronomic and financial success.
 

Status: During the last 4 months the GOJ has approved almost
 
5,000 acres of project lands for divestment by means of long-term
 
lease and/or lease with option to purchase.
 

Recommendation No. 3:
 

Agro 21 and JAMPRO should prepare, jointly, recommendations to the
 
GOJ on a strategic approach to fostering commercial-scale farm
 
development in Jamaica, identifying key constraints and policy and
 
program initiatives required to redress the same.
 

Status: JAMPRO is the lead GOJ agency in this area, and has
 
developed recommendations of this type for inclusion in the
 
National Development Plan.
 

Recommendation No. 4:
 

USAID and GOJ must plan and implement projects that have LOPs that
 
reflect the long-term nature of fostering CD/NTAE and seek
 
linkages with other projects and aid agencies that will maximize
 
their synergistic impact.
 

Status: This project is being extended by 2 years. It is linked
 
to the new Agricultural Export Services Project which is planned
 
to be at least a seven year effort.
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Agro 21 Engineering and NIC
 

Recommendation No. 1: 

NIC should request that consultants from the International
 
Irrigation Management Institute (IIMI) examine the present status of
 
the Rio Cobre O&M and recommend a program to attain sustainability.
 

Status: This has been reviewed "in house" and with Israeli
 
assistance. There may however be a follow-up under the Short-Term
 
Technical Assistance component of the PPS.
 

Recommendation No. 2:
 

Provide additional funding to the engineering component of the
 
Project to extend rehabilitation of the canal network for the direct
 
benefit of small-scale and medium-scale farmers. Such additional
 
funding will compensate, in part, for Project funds utilized for
 
emergency work to the wing wall of the dam and associated hurricane
 
damage to the RCIW system.
 

Status: Included in the PPS. Much of the work contemplated outside
 
of "common infrastructure" will focus on delivery of water to small
 
farmers in 4 or more areas within the project.
 

Recommendation No. 3:
 

NIC and Agro 21 should develop mutually acceptable guidelines for
 

future rehabilitation work transfer.
 

Status: Accomplished. All rehabilitation work since the new GOJ
 

came into office (February 1989) has been passed to NIC.
 

Small-Scale Farmer Linkage Program
 

Recommendation No. 1:
 

Replace the funds originally allocated to the Small-Scale Farmer
 
Linkage Program and use them for further canal rehabilitation that
 
will directly benefit small-scale farmers (see "Engineering and
 
NIC," Recommendation No. 1).
 

Status:* See "Engineering and NIC, response to Recommendation No. 2.
 

Recommendation No. 2:
 

Provide financial and/or technical assistance to NIC to enable the
 
organization to increase its efforts in water use group development
 

and extension. The specific nature of NIC assistance to such groups
 

should be guided by and consonant with advice provided by IIMI (see
 

"Engineering and NIC," Recommendation No. 1).
 

included in the training component under the PPS.
Status: This is 
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Recommendation No. 3
 

As an interim measure and awaiting the resuscitation of the MOA
 
Extension services, assistance should be given to SCVPA within the
 
Project area for providing additional extension services to
 
small-scale farmers.
 

Status: This recommendation will not be followed-up on directly
 
within the project. However, this group will most likely receive
 
on-farm water management training and assistance under the PPS.
 

Recommendation No. 4
 

As soon as possible, undertake a baseline survey of the small-scale
 
farmer areas in and contiguous to the CD/I Project area. Such a
 
survey should include a needs assessment study that will assist
 
USAID, NIC, Agro 21, SCVPA and other agencies in determining the
 
specific requirements of small-scale farmers that will enable them
 
to maximize the benefits they can gain from increased access to
 
irrigation water.
 

Status: Completed in October 1989. Currently being used by the GOJ
 
to plan extension and other service provision activities in and
 
around the project area.
 

Recommendation No. 5:
 

Agro 21 should appoint from its existing staff (preferably a field
 
staff member) a small-scale farmer liaison officer. The officer
 
should seek small-scale farmer participation in establishing an
 
Agro 21 small-scale farmer committee, with Agro 21, NIC and farmers
 
as members, and observer status accorded other interested agencies.
 

Status: Accomplished. However, NIC is doing this due to the
 
imminent demise of Agro 21.
 



U 	 ATTACHMENT B 

S 002 MINISTRY OF AGRICULTURE 
HOPE GARDENS. 

KINGSTON 6. 
JAMAICA 

PLuASI QUOui 

-N 2nid ebh a9ry_,_.199.0 

Mr*. William Joslin g9 o 
Director X 
USAID Mission to Jamaica U 

68 Oxford Road 
Kingston 5 

Dear Mr. Joslin: 	 " I G- Z@O U 

This letter is in response to your correspondence of
 
November 27, 1989, regarding my request for ar extension of
 
the Crop Diversification and Irrigation Project.
 

I have noted that your office has already drafted a project
 
paper supplement, which after refinement, will form the
 
basis for any extension which you may ultimately recommend.
 

I have further noted the conditionalities cutlined in your
 
letter, and I hereby respond to each as follows:

(A) LAND DIVESTMENT
 

Regarding the divestment of lands in the project area,
 
I have to date given approval for the leasing of 890
 
acres in Block A, 870 acres in Block B, IWO acres _n
 
Block C and 2060 acres in Block E. This means that a
 
total cl 480(,iacres have now been released 4cr :easi'i.
 

However, based on immediate availability of irrigation
 
water, the quantum of land that can come under
 
cultivation by the end of April 1990 will be
 
approximately 2900 acres distributed as follows:-


Block A 	 = 700 acres approximately 
= 600 ..Block B 


Block C 200
 
Block E = 1400
 

TOTAL = 	 2900 acres approximately 

The National Irrigation Commission Limited which
 
inherited a project which was well behind schedule from
 
Agro 21, is endeavouring to make additional water
 
available to facilitate utilization of the remaining
 
lands as early as possible, subject of course to the
 
availability of additional funding to complete the
 
project.
 



Mr. William Josl'4, - LSAID
 
2nd February, 1990
 

I trust that your office will 
agree that significant

progress has been made 
in the area of land divestment
 
and if, as anticipated, 
these 2900 acres are brought

under production immediately, the objectives of 
the
 
CD/I project would be considerably enhanced.
 

(B) IRRIGATION DUES
 

The billing and collection of irrigation dues by 
the

National Irrigation Commission Limited have also 
been
 
very encouraging. I have no 
doubt that based on the
 
returns transmitted to 
your office from that
 
organization you would 
have already observed the
 
significant differences 
in dues billed and collected
 
since the 
increase of irrigation rates in 
May 1989.
 

For example, the amount billed 
for the quarter ending

March 31, 1989 was $47,722 and 
the amount collected was
 
$41,810 or 87 percent. 
 By the end of the quarter

ending September 30, 1989, the 
amount billed was
 
$385,025, of 
which $339,621 has been collected
 
representing a collection 
rate of 88.2 percent.
 

The quarter ending December 31, 1989 yielded billing
a 

of $407,177 of which $135,440 has already been
 
collected only one month after 
the end of the quarter.
 

These figures are indeed supportive of the confidence
 
that my Ministry has reposed in 
the NIC and its
 
management, and should be adjudged 
as a credible
 
rationale for further project support.
 

(C) SUSTAINABILITY OF 
THE NIC
 

Positive moves 
towards sustainability of 
the NIC have
 
been effected.
 

First, the staff complement has now been 
rationalized
 
to an appropriate size.
 

... /3
 



Mr. William Joslin - USAID
 
2nd February, 1990
 

Second, Government has demonstrated its interest 
in the
 
stability of the organization by agreeing to absorb
 
approximately 90 percent of 
all local staff salaries on
 
the Jamaican budget as 
of April 1, 1,990.
 

Third, 
the intended further increases and collection of
 
dues to be effected over 
the next three years will
 
ensure that the systems generate enough funds 
to cover
 
their operations and maintenance costs. Until 
then,
 
the Government is committed 
to budgetary support for
 
this purpose, and thereafter to continue 
to underwrite
 
the staff salaries islandwide.
 

Fourth, I have.given instructions that steps be 
now
 
taken to Jamarcanize the project so 
as to ensure
 
continuity. As such, it 
is desirable that if there is
 
an extension, the expatriate staff 
be phased out by the
 
end of September 1991. It is our opinion that apart

from the financial considerations, continuity in local
 
management is an important component of 
sustainability.
 
Every effort will therefore be made to 
ensure that the
 
technology transfer process 
between expatriate and
 
local staff be completed by September 30, 1991.
 

Fifth, my ministry will within the next 3 months
 
establish the Rural Agricultural Development Authority

(RADA) which will ensure 
that adequate agricultural
 
extension support be made available in 
the project area
 
as well as the rest of the Island. I am sure that you

will agree that if sustainability is to. be achieved
 
there must be compatible symbiosis between irrigation
 
and extension.
 



Mr. William Joslin - USATID 

2nd February, 1990 

In view of this, we would be grateful if consideration
 

be given to the re-inclusion of a Small Farmers
 

component in any extension of the project that may be
 

effected. This sum should be earmarked as Small
 

Farmers Extension Outreach, perhaps as a sub-project to
 

be implemented through RADA as follows:

US$120,000 - Capital Expenditure 

US$ 80,000 - To augment salaries of 

extension personnel 

The NIC would of course be the paymaster and monitoring
 

agency for the funds expended by RADA under this Small
 

Farmer Component-


I do trust that the foregoing will assist you in arriving at
 

.a speedy decision regarding extension of the project.
 

In closing, I must on behalf of the farmers and Government
 

of Jamaica express our deep appreciation for the interest
 

that you have personally shown in agricultural development
 

in Jamaica, and for the continued support of the Government
 

of the United States.
 

Yours sincerely,
 

MINISTRY OF AGRICULTURE
 

Horace Clarke
 

MINISTER OF AGRICULTURE
 

HC/sg
 

cc: 	 Hon. Minister of Finance
 
Financial Secretary
 
Permanent Secretary - MINAG
 
Dr. Garnet Brown - NIC
 
Mr. Claude Stewart - AGRO 21
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Face :: 

Mr . William Joslin 
- USAID 
6th Nove'mboer, 1989 

We do look forward to continued cordial relations betweenthis, ministry aind your office, and indeed between Jamaica
and . he LUni Led Stats. 

BesL ~se 

Yours iincer-ely, 

Horace Clarl.e 
m[NIsrFR OF AGRICULTURE
 

cc: lIcn. Minister of Finance
The Financial Secretary - Ministry of Finance

The Permanent Secretary - MNAG 
Dr. Garnet Brown 

Messrs Richard Owens 

- NIC
 
- USAID 

Viv Rochester 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

LAC-IEE-90-


ENVIRONMENTAL THRESHOLD DECISION
 

Project Location 

jamaica


Project Title 

Crop Diversification/Irrigation
 

(PP Supplement)
 
Project Number 


532-0123
 
million (Supplement)
 

18 million '(LOP)
Life of Project 

7 years (FY 85-91)


Prepared-EEby 

Richard Owens, ARDO
 

Recommended Threshold Decision 
USAID/Jamaica
 
Categorical Exclusion
 

Bureau Threshold Decision 
 Negative Determination
Comments 

Negative Determination 
based on
 
condition that mitigations

identified in original

Environmental 
Assessment,
prepared by Judy Johnson, Winrock
Internation, and dated August 30,
1985, 
will continue to 
be
implemented 
over life of
project. the this
Project officer shall
continue to monitor potential

impacts of agriculture

diversification, 


pesticide

and irrigation activities 

use,
 
financed under project. 
 Final
project evaluation should provide
for evaluation of environmental
 
impacts of this project,
determine the degree to 
which
mitigations identified in
were the EA
implemented, and analyze the
success of mitigations in
moderating potential negative

impacts.
 

Copy to 

Marilyn Zak, 
Director
 
USAID/Jamaica
 

,- /4. 
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Cc" to Richard Owens, ,,.-::,': 

Cop ., to Denise Rollins, USAID/Jamaica 

Copy to Dianne Blane, LAC/DR/CAR 

Copy to REA/CAR 

Copy to IEE File 

0. /t/o- . Date JUL 13 1990 

John 0. Wilson 
Deputy Environmental Officer 
Bureau for Latin America 

and the Caribbean 



ANNEX 2
 

eage 1 of 1
 

CATEGORICAL EXCLUSION
 

Project Country: Jamaica 

Project Title: Crop Diversification/Irrigation Supplement 

Funding: FY(s) 1990 and 1991 US$2,000,000 

IEE Prepared by: R. L. Owens, USAID/ARDO 

Environmental Action Recommended:
 

Positive Determination
 
Negative Determination
 
Categorical Exclusion X
 
Deferral
 

Summary of Findings:
 

This proposed 3 year, US$2 million Project Paper Supplement will not
 
depart in any way from the original IEE or Environmental Assessment
 
for the project.
 

Clearance:
 

RLAD_ __ _____Date:___
 

Mission Director's Concurrence Date:-


Concurrence:
 

Bureau Environmental Officer: APPROVED:
 

DISAPPROVED:
 

DATE:
 

Spoke with James Hester on 9/4/90 (tele #202-647-8093)
 

at 9:30 a.m. regarding returned Annex 2 which was not
 
signed, he stated that the Environmental Threshold Decision
 

is the standard official approval form7 signed by his Supervisor.
 

PAtkinson
 



ATTACHMENT A
 

Evaluation Recommendations & Current Status
 

Investor Promotion and CD/I Project Lands
 

Recommendation No. 1:
 

Agro 21 should broaden its investor promotion focus to include
 
medium-scale domestic investors and offer all investors much
 
greater latitude in their selection of cropping enterprise mix
 
that they can undertake on leased lands in the Project area.
 

Status: Although Agro 21 is being phased out o/a September 30,
 
1990, the GOJ has done this by means of the new and more flexible
 
land lease/land divestment program.
 

Recommendation No. 2:
 

Agro 21 should explore means to accelerate the uptake of Project
 
area lands by medium-scale investors through such incentive
 
programs as deferred/reduced lease payments for the "early
 
investor" and explore the attractiveness to investors of a
 
lease-to-purchase option for the commercial farm business that
 
show a track-record of agronomic and financial success.
 

Status: During the last 4 months the GOJ has approved almost
 
5,000 acres of project lands for divestment by means of long-term
 
lease and/or lease with option to purchase.
 

Recommendation No. 3:
 

Agro 21 and JAMPRO should prepare, jointly, recommendations to the
 
GOJ on a strategic approach to fostering commercial-scale farm
 
development in Jamaica, identifying key constraints and policy and
 
program initiatives required to redress the same.
 

Status: JAMPRO is the lead GOJ agency in this area, and has
 
developed recommendations of this type for inclusion in the
 
National Development Plan.
 

Recommendation No. 4:
 

USAID and GOJ must plan and implement projects that have LOPs that
 
reflect the long-term nature of fostering CD/NTAE and seek
 
linkages with other projects and aid agencies that will maximize
 
their synergistic impact.
 

Status: This project is being extended by 2 years. It is linked
 
to the new Agricultural Export Services Project which is planned
 
to be at least a seven year effort.
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Agro 21 Engineering and NIC
 

Recommendation No. 1:
 

NIC should request that consultants from the International
 
Irrigation Management Institute (IIMI) examine the present status of
 
the Rio Cobre O&M and recommend a program to attain sustainability.
 

Status: This has been reviewed "in house" and with Israeli
 
assistance. There may however be a follow-up under the Short-Term
 
Technical Assistance component of the PPS.
 

Recommendation No. 2:
 

Provide additional funding to the engineering component of the
 
Project to extend rehabilitation of the canal network for the direct
 
benefit of small-scale and medium-scale farmers. Such additional
 
funding will compensate, in part, for Project funds utilized for
 
emergency work to the wing wall of the dam and associated hurricane
 
damage to the RCIW system.
 

Status: Included in the PPS. Much of the work contemplated outside
 
of "common infrastructure" will focus on delivery of water to small
 
farmers in 4 or more areas within the project.
 

Recommendation No. 3:
 

NIC and Agro 21 should develop mutually acceptable guidelines for
 
future rehabilitation work transfer.
 

Status: Accomplished. All rehabilitation work since the new GOJ
 
came into office (February 1989) has been passed to NIC.
 

Small-Scale Farmer Linkage Program
 

Recommendation No. 1:
 

Replace the funds originally allocated to the Small-Scale Farmer
 
Linkage Program and use them for further canal rehabilitation that
 
will directly benefit small-scale farmers (see "Engineering and
 
NIC," Recommendation No. 1).
 

Status: See "Engineering and NIC, response to Recommendation No. 2.
 

Recommendation No. 2:
 

Provide financial and/or technical assistance to NIC to enable the
 
organization to increase its efforts in water use group development
 
and extension. The specific nature of NIC assistance to such groups
 
should be guided by and consonant with advice provided by IIMI (see
 
"Engineering and NIC," Recommendation No. 1).
 

Status: This is included in the training component under the PPS.
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Recommendation No. 3
 

As an 
interim measure and awaiting the resuscitation of the MOA
Extension services, assistance should be given to 
SCVPA within the
Project area 
for providing additional extension services to
 
small-scale farmers.
 

Status: This recommendation will not be followed-up on directly
within the project. However, this group will most likely receive
on-farm water management training and assistance under the PPS.
 

Recommendation No. 4
 

As soon as 
possible, undertake a baseline survey of the small-scale
farmer areas in and contiguous to the CD/I Project area. 
 Such a
survey should include a needs assessment study that will assist
USAID, NIC, Agro 21, 
SCVPA and other agencies in determining the
specific requirements of small-scale farmers that will enable them
to maximize the benefits they can gain from increased access to
 
irrigation water.
 

Status: Completed in October 1989. 
 Currently being used by the GOJ
to plan extension and other service provision activities in and
 
around the project area.
 

Recommendation No. 
5:
 

Agro 21 should appoint from its existing staff (preferably a field
staff member) a small-scale farmer 
liaison officer. The officer
should seek small-scale farmer participation in establishing an
Agro 21 small-scale farmer corunittee, with Agro 21, 
NIC and farmers
as members, and observer status accorded other interested agencies.
 

tatus: Accomplished. However, NIC is doing this due to the
 
imminent demise of Agro 21.
 

7 


