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PROJECT AUTHORIZATION
NAME OF COUNIRY: Jamaica
NAME OF PROJECT: Export Development and Investment Promotion
NUMBER OF PROJECT: 532-0135

1. Pursuant to Part I, Chapter 1, Sections 103 and 106 of the ¥oreign
Assistance Act of 1961, as amended, I hereby authorize the Export Development
and Investment Promotion Project for Jamaica, involving planned obligations of
not to exceed Seven Million United States Dollars (US$7,000,000) in grant
funds (the "Grant") over a four-year period from the date of authorization,
subject to the avallabjlity of funds in accordance with the A.I.D./0YB
allotment process, to help in financing foreign exchange and local currency
cost for the Project. The planned Life of Project is four years from the date
of initial obligation. .

2. The Project will provide technical assistance and training to Jamaicen
existing and potential exporters through private and public Jamaican
institutions involved in exports. In addition, the project will promote
domestic and foreign investments and provide credit to exporters and small
businesses, particularly those with expcrt potential. Through the
implementing institutions, assistance will be provided to Jamaican producers
and exporters in identifying, designing and developing exportable products as
well as in market development,

3. The Project Agreement(s), which may be negotiated and executed by the
officer to whom such authority is delegated in accordance with A.I.D.
regulations and Delegations of Authority, shall be subject to the following
essential terms and covenants and major conditions, together with such other
terms and conditions as A.I.D. may deem appropriate:

a.Source and Origin of Goods and Services, Nationality of Suppliers

Commodities financed by A.I.D. under the Grant shall have their source and
origin in Jamaica or the United States, except as A.I.D. may otherwise agree
in writing. Except for ocean shipping, the suppliers of commodities or
services shall have Jamaica or the United States as their place of
nationality, except as A.1.D. may otherwise agree in writing. Ocean shipping
financed by A.I.D. under the Grant shall, except as A.I.D. may otherwise agree
in writing, be financed only on flag vessels of the United States. DMotor
vehicles financed by A.I.D. under the Project shall, except as A.I.D. may
otherwise agree in writing, have their origin in the United States.
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b. Insider Lendine

Under the credit component of the project, no loans mey be extended
to: (1) policy making and management officials of the National Development
Foundation of Jamaica (NDF/J) and Jamaica Promotion Limited (JAMPRO); (2)
officers and management staff of firms auditing the NDF/J and JAMPRO, or (3)
members of the immediate families (parents, brothers, sisters and children) of

the persons named above,

Date: m‘w“& /S'r/990

William R. Josli

Director
USAID/Jamaica
Clearance:
CONT :RLeonard
OPPD:TTifft
OEPE:PCrowe
DIR:MZak

) RLA:EDragon__£E 44
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Execgtive §ummgzx
A. Suvmmary Project Description

Jamaica must increase exports and promote investments to address the
interrelated problems of unemployment, stagnant growth, a large external
deficit, and ingufficient foreign reserves. The Government has taken
significant steps to address these problems, particularly through policies in
the areas of pricing, exchange rates, privatization, and investment climate.
In addition, Jamaica is a good site for investment because of its geographic
location, its political stability, government support of free enterprise, and
its abundant labor force.

However, constraints related to low productivity, financial market
deficiencies, and lack of business infrastructure are now hampering Jamaica's
excellent potential for increased exports and investments. Thus, further .
steps must be taken to complement the above GOJ actions, facilitate the export
approval and documentation process, improve the local private sector capacity
to produce goods efficlently to meet international standards, and attract
investors, both foreign and domestic. This project will reduce constraints to
export development and investment diversification through policy dialogue and
inputs (technical assistance, training, and credit).

The project goal is to promote growth with equity. The project purpose is to
increase exports and diversify investment. The project consists of a series

of interrelated activities to resolve constraints involving low productivity,
financial market deficiencies, and lack of business infrastructure.

The project design follows from four assessments (financial markets, small
business, export marketing and feeder industries) undertaken by teams of
American and Jamaican consultants. The teams were given policy guidance by
consultative groups which included members of the private sector, USAID, and
GOJ. More importantly, this collaborative approach developed a general
consensus on the constraints and how to resolve them. The project paper
evolved from this collaboration.

The Project will be financed with an $7.0 million grant over four years, with
an initial obligation of $2.3 million in FY 1990. The Jamaica Promotions
Limited (JAMPRO), the main implementing agency, will have overall project
management responsibility and wiil be directly responsible for implementing
technical assistance, training, commodity procurement, and trade and
investment promotion activities.

JAMPRO will also make sub-grants to qualified organizations to support
activities in small business development, and institutional development. IESC
will receive a grant to continue its prcvision of technical assistance to
local firms. NDF/J will receive financing for use in its on-going program of
lending to small businesses, and a separate increment of funding to be devoted
to finance feeder industry activities. Policy development activities will be
financed directly by AID, with inputs from the relevant public and private
sector organizations. Decisions on the allocation of funds within individual
project components will be made by a joint GOJ-USAID Project Coordinating
Committee.
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The project will increase exports and diversify investment, improve industrial
productivity, develop trained pzrsonnel, broaden the industrial ownership
base, and generate employment. Sectors for project activities will be
determined by the Project Coordinating Committee, based on analysis of market
conditions and anticipated impact. Likely areas based on market trends to
date include apparel, agribusiness, furniture, electronics, horticulture, and
touriem. Lautenberg and Policy Determination No. 71 limitations on AXD
funding will be followed,

Based on the analyses summarized in the project paper, the project is
technically, economically, financially, socially, administratively, and
environmentally sound and ready for implementation. Project feasibility was
agsesged by the project committee and a U.S. consuitant with a strong private
sector background. The project meets all statutory criteria (see Annex C).

B. DAEC Issues

A DAEC review of the EDIP Project Paper (PP) was held in AID/W on August 8,
1989. The DAEC decided to delegate approval authority to USAID/Jamaica for a
scaled-down project totaling $7.0 million over a three-year period, per STATE
315797 of Octcber 2, 1989, The approval to authorize the project was given to
the Mission, subject to a revision of the I'P to satisfy certain suggestions
made during the meeting. These suggestions are cited below 2nd include a
discussion on how the revised project design iacorporates them.

a. Suggestion No, 1: "In the revised PP, the mission should
disaggregate the financial analysis section of the PP, and undertake the
appropriate analysis for those activities which normally require this
analysis."

Ansver: The revised project paper now includes separate institutional
and financial analyses of the main implementing agencies--JAMPRO and NDF/J.
No in-depth financial analysis was conducted of JAMPRO's operations as the
project will only provide technical assistance, training, and some commodities
to further strengthen JAMPRO's capability to carry out its export and
investment promotion activities. JAMPRO will assign existing personnel as
counterparts to the project, therefore the impact of the project on the GOJ's
recurrent budget will be minimal. USAID and NDF have been working on a
financial analysis which is to demonstrate that NDF/J will be able to function
on a self-sustaining basis by the PACD, but it is not yet complete. A
condition Precedent will be included in the Project Agresment, to ensure that
no funds are disbursed to RDF/J until USAID is satisfied with the
institution's financial projection statements.

b. Suggestion No, 2: "Provide an institutional analysis of the
various implementing agencies.”

Answer: Separate institutional analyses have been conducted for both
JAMPRO and the NDF/J. These analyses are contained in the Project Paper
Annexes.

c. Suggestion No, 3. "Froject management/monitoring - a clearer
presentation of the various roles and respunsibilities of each implementing
agency (for each component) should be provided."
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Angver: Project management, monitoring, evaluations, and auditing
arrangements, and the role of each participating agency are discussed in
detaill in the implementation section of this Project Paper.

d. Suggestion No, 4: "“Evaluation Plan - the revised PP should contain
this plan, including a description of the Management Information System, and
the role of program audits.”

Ansver; This plan is fully discussed in Part III of this paper. The
PP now discusses the data gathering process and the responsibility for each
step of the process.

e. Suggestion No, 5: "Management and Monitoring of the IESC
component".

Ansver: Part III of the Project Paper now discusses the IESC program
and the related implementation arrangements.

f. Suggestion No, 6;: Feeder Industries. "...the PP should more
carefully outline the selection process for the first of the Feeder Industry
activities, including the roles of JAMPRO and the mission, anticipated
selection criteria (particularly the principle of cost sharing), how the grant
will be monitored and by whom, how the objective of achieving a spread effect
will be implemented and the role of the NDF loan fund. Those specific areas
to bde funded with A.I.D grant funds should be defined consistent with A.I.D
policy. The initial project authorization should limit the project to funding
one competitively selected Feeder Industry activity."

Answer: The discussion contained in Part III incorporates the
appropriate DAEC suggestions on this topic. The implementation arrangements
section, particularly the section discussing the

creation ¢f the Project Management Unit in JAMPRO and the establishment of a
Project Coordinating Committee composed of USAID, JAMPRO, and private sector
representatives, further addresses the DAEC concern on the feeder industry
activity.

g. Suggestion No : Investment Promotion. "This component needs to
be developed further. What is the criteria (in general) for selecting joint
venture partners. What has been the Jamaican joint venture experience in the
past? What 1is Mission's approval role (if any)."

Answver: Part I briefly clarifies the scope of this activity. To a
large extent, it represents a follow-on to current JAMPRO efforts. The
Project Coordinating Committee will review each potential joint venture
activity and make recommendations on the support that the project can provide.
based on the activity's relevance to the project purpose.

h. Suggestion No, 8: Stock Exchange: "Until there is a policy and
political decision to open access to the exchange, consideration of possible
assistance to the Stock Exchange is premature. The revised PP, therefore,
should be limited to consideration of essistance to help guide the GOJ in the
options to be considered for restructuring the exchange. Defining and
authorizing assistance to implement changes in the Stock Exchange should be
left to a future amendment of this project or a new project."
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Answer; The Stock Exchange component is no longer a part of the initial
project. The project will provide some funding for policy studies to fill
information gaps and provide the besis for evaluation of future assistance in

this area.

i. Suyggestion No, 9: Other components: "For the activities involving

small business support, private sector organizations, and public sector
organizations, the following areas should be included in the revised PP: the
selection criteria to be followed; a description of the process for selection
and implementation monitoring (who will participate, who will make the final
decision on selection, and how will the principle of cost be applied to the
private sector entities).”

Answer: The appropriate suggestions have been incorporated in the
revised Project Paper. See Part I, Project Rationale and Description and Part
III, Implementation and Monitoring Plan. Also, the joint GOJ/USAID project
design committee reviewed all possible activities that can contribute in a
significant way to the attainment of the project purpose. The revised Project
Paper has been scaled down to reflect the priority activities that should be
included in the project, consistent with their

feasibility and the limited funds available. Parts I and III of this Project
Paper now include a full discussion of such activities, criteria for funding
of selected activities such as feeder industry arrangements, criteriua for
participation in the credit component, etc.

J., Su stio s : Logical Framework. "A number of outputs
presented in the log frame matrix do not seem to address directly and
specifically the stated purpose of increasing exports and diversifying
investments. The outputs of the log frame should, therefore, be reformulated
to form an integrated set of activities that are necessary and sufficient to
achieve the stated purpose of the revised project paper. All outputs should
be discussed in the narrative of the revised PP."

Answer: The Logical Framework has been revised. The EOPS and the
outputs are fully consistent with the purpose of the project.

k. Suggestion No. 11: Project Design Parameters. "Activities are to
be scaled-back to an LOP of 3 years with a commensurate total funding of NTE
$7.0 million.

- Answer: The revised project has been scaled-back to an LOP of 4 years
with a commensurate funding of $7.0 million, and AID/W approval has been
obtained for a 4 year LOP. The three year LOP would not have enabled the
project to achieve expected accomplishments under the NDF, feeder industry and
business organization development components.

C. \'4 ent te tion

Per STATE 281362 of September 10, 1989, the LAC Bureau Environmental officer
has concurred with the IEE's recommended threshold decision of a negative
determination.

D. Delegation of Authority

STATE 023931 dated January 24, 1990 gave AID/Washington approval for the
Mission to authorize the subject project with a life-of-project of four
years.



I. Project Rationale and Description
A. Project Rationale

1. Opportunities

a. Background

Until Hurricane Gilbert in September 1988 (which caused losses of US$1 billion
in capital stock and US$800 million in foreign exchange earnings), it appeared
that Jamaica had begun to turn the economic corner. Due to the implementation
of structural adjustment and favorable movements in international commodity
prices, the economy was performing in an impressive fashion. Economic growth
in 1987/88 was 5.5 percent, up from 4 percent in 1986/87. Inflation was under
7 percent, and unemployment, although still high, dropped to 21 percent in
1987 from 28 percent in 1980. The public sector deficit declined to 5.4
percent of GDP in 1987/88 from 19 percent in 1983/84. Non-traditional exports
reached $223 million in 1987, 1.5 times the corresponding figure for 1983.

Jamaica has implemented a substantial number of macro and structural reforms.
Faced with a severe balance of payments imbalance and very large public sector
deficit, the Jamaican government implemented policies favoring exports and
investments by providing incentives to investment, removing obstacles to
exports, reducing the size of the public sector, diversifying the economic
structure, and restoring viability to the external accounts. Among the most
important economic reforms were:

0o A more realistic foreign exchange rate with allocations made by an
auction system;

o Reduction of tariffs and elimination of quantitative restrictions and
licensing requirements;

o Implementation of a comprehensive tax reform program to revise
personal, property, and corporate taxes: and

o Improvements in the efficiency of public services and state enterprises.

These policy reforms have substantially improved the country's economic
framework. However, it is clear that the process is not yet complete:
producing for export still generally yields less return then importing or
manufacturing for local consumption, and structural inefficiencies make most
local firms uncompetitive. Jamaica continues to face extreme vulnerability
to exogenous events and in fact was forced to temporarily suspend the action
in October 1989. It is highly vulnerable in three areas: trade balance, debt
burden, and sensitivity to events in the United States, its chief trading
partner. A small and open economy, Jamaica is heavily dependent on a wide
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range of imported gonds and, to earn foreign exchange to pay for them, on a
few commodities (bauxite, sugar), tourism and a narrow manufacturing base. In
1987, Jamaica's imports of goods and services amounted to 42 percent of GDP.
Its debt burden, estimated at US$4 billion, equals 140 percent of GDP. Debt
service equals 45 percent of exports, and interest payments account for 21
percent of exports of goods and services. Finally, the country is heavily
dependent on the United States for tourists (75% are from the U.S.) and for
purchase of non-traditional exports.

Jamaica's non-traditional exports grew steadily in the 1983-1988 period at an
average annual rate of 10.4 percent. The share of non-traditional exports as
a percentage of total exports increased from 22 percent in 1983 to 32 percent
in 1987, largely as a result of adjustments in the exchange rate and removal
of quantitative import and licensing restrictions. The main non-traditional
exports are foodstuffs, beverages and tobacco, apparel, and mis<ellaneous
manufactures, which include furniture, metal parts, electronic assembly, and
other products. Over 75 percent of Jamaica's non-traditional exports are
manufactures. The most dynamic non-traditional export industries are apparel
and other forms of light manufacturing. Jamaica is now the second largest
apparel exporter in the Caribbean. Between 1982 and 1987 employment in the
apparel export industry increased twelvefold from 2,000 persons to 24,000, and
export earnings skyrocketed from US$12 million to US$187 million. Prospects
for the industry are encouraging. Other sub-sectors with growth potential are
electronics and furniture. 1In addition, processed foods, with low import
content and high value added, have become important export products, with
reasonably good prospects for juices, concentrates, sauces, and ethnic foods.
However, the market is highly competitive, and export volumes will remain a
small share of total exports. Also, horticultural products may become a major
export sector.

A major opportunity exists to expand small business participation in exports
and investment. Small businesses provide a significant source of employment
for workers with minimal training. Jamaican small enterprises support an
average of 11 employees and have assets between .J$31,000 (US$5,600 equivalent)
and J$1,015,000 (US$185,000). Sales vary highly depending on the sector, from
J$116,000 (US$21,000) to J$1,100,000 (US$200,000) in rural areas and from
J$317,000 (US$58,000) to J$1,512,000 (US$275,000) in Kingston.

In Jamaica, small businesses predominate in five economic sectors:
agriculture, manufacturing, tourism, hospitelity end entertainment services
and miscellancous services, and contribute approximately 26 percent to GDP,
They also participate in construction, transportation, public utilities, and
communication, but dominate only very small pockets., For example, in
construction, they dominate the repairs and maintenance services subsectors,
while in transport, public utilities and communications they are almost sole
providers of public ground transportation services. The average annual growth
rate in sectors dominated by small businesses is 2.6 percent, while for large
scale businesses, that figure is 1.8 percent.

According to a recent survey, Jamaica's labor force in July 1988 was estimated
at 1,072,700, representing about 71 percent of the population 14 years and
over. About 40 percent of the employed labor force is self-employed,
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including those engaged in small business. Over 90 parcent of the principals
now depend on the business as thelr sole source of income. Small businesses
employ 80,000 persons and support some 320,000 people (about 15 percent of the
population).

Women's participation in the work force is directly incressed by asmall
business development. Approximately 48 percent of the principals in all gmall
businesses are women, and 51 percent of the principals in rural-based amall
businesses are women. Women account for 47 percent of the national labor
force and have an unemployment rate of 27 percent. Another group that
accounts for a significant proportion of the unemployed are young men (14 to
24 years old) which are almost 30 percent of the total male labor force and
have an unemployment rate of 23 percent. Small business development will have
a pronounced effect on increasing income and employment levels of these target
groups.

b. GOJ Priorities

The Manley Government, elected in February 1989, has moved quickly to confirm
its support for an export led eccnomic growth strategy. The Prime Minister
has continued the economic adjustment program, for example, by reaching
agreement with the IMF on an extended program and meeting its targets for this
program's first quarcer; creating a realistic budget for the new fiscal year
that brings the overall public sector deficit down to 4.3 percent; and
accelerating several key tariff reductions. It has sold another 20 percent of
the telephone company to a privete investor, sold eight hotels to private
sector buyers, and completed several other long pending privatizations. It
has shown enthusiastic support for a vigorous private sector. The government
appears committed to structural adjustment, fiscal restraint, stimulation of
domestic savings and invectment, and reliance on the private sector. These
priorities are fully consistent with the project.

c. UsAlID/Jamaica Priorities

The Froject responds to the goals outlined in the CDSS of assisting in short
term economic stabilization, encouraging structural reforms leading to
sustained economic growth, and assuring a wider distribution of the benefits
of growth., It is also consistent with the Mission's private sector strategy
to strengthen the private sector and promote exports., The project will
provide institutional benefits, will expand the number of participants in
productive activities and raise skill levels, and will contribute to the
policy dialogue relating to private sector exports and investment. This
project supports the Mission's integrated policy dialogue activities.

This project will support the private sector's contribution to economic
development. The project will foster growth with equity by removing
constraints to exports and investment through policy reform at the government
level and a hands on spproach to technical assistance and training at the firm
level. Sector specific interventions to expand export industries (apparel,
furniture, etc.) will demonstrate this approach.

The project is a logical outgrowth of the Mission's experience in export and
investment promotion, most notably the Technical Consultations and Training
Grant (TC&TG). However, this project differs from TC&TG because it is more
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targeted in activities, export sectors and implementing agencies and more
focussed on removing the policy and production constraints to exports and
investment. Other USAID activities which support this project are: Private
Development Bank Project, Health Sector Initiatives Project, Crop
Diversification/Irrigation Project, National Development Foundation Project,
Management Education Project, Inrer Kingston Project, ESF/PL-480 policy
dialogue, Agricultural Export Services Project, proposed Microenterprise
Project, and proposed Inner Kingston Phase II Project.

2. gConstrainte

USAID has extensive experience with private sector development, both in policy
dialogue and in specific projects in manufacturing, agribusiness, agriculture,
and health. In developing this project, USAID decided to take a fresh look at
current constraints by stepping away from previous activities and deaveloping a
project responsive to current needs for export and investment expansion.
Therefore, USAID contracted four assessments, to he performed chiefly by
Jamaicans but with some assistance from American experts in specific fields,
The four assessments were undertaken in 1988-1989 and covered: small business
environment, feeder industries, export marketing process, and financial
markets. The assessment contractors worked closely with USAID, JAMPRO, PSOJ,
RDF/J, SBAJ and other private sector organizations. JAMPRO co-sponsored three
asgsessments, and joint working groups participated in their design and

review. The fourth was co-sponsored by the Private Sector Organization of

Jamaica.
The assessments revealed the following general conclusions:

o Supply (i.e., production) constraints, rather than external demand for
Jamaican goods, are the principal hindrance to expanding exports. These
constraints, which run the gamut from lack of middle management and skilled
labor to a dearth of investment and working capital, are surmountable,
Consequently, the Project's major focus is reduction of the low productivity
group of constraints. The four assessments noted that the resolution of
constraints would depend upon a heavy concentration of technical assistance
and training. We have budgetted technical assistance as a foreign exchange
expenditure; however, local experts will be used to the maximum extent
possible.

o The fundamental policy structure favoring exports and investment is now
largely in place, butc further efforts are required to strengthen policies and
to streamline administrative approval processes, to remove biases against
small and medium size businesses, to eliminate vestiges of the framework of
control that was part of ihe earlier closed economy, and to provide more ready
access to foreign exchange.

o JAMPRO's export and investment promotion program has been reasonably
successful in providing services to potential investors, attracting contract
production in the garment industry, serving as an intermediary between
exporters/investors and the government bureaucracy, and providing market
informacion,



-5 -

o Constraints to export and investment development are interdependent.
One cannot use a "single purpose" approach to resolve these constraints with
any assurance of success because the conatraints impact all business
activities, including production, marketing, finance, and mana,ement.
Consequently, this project is an integrated approach to reducing major
constraints. .

The assessments also revealed a lack of public confidence in the private
sector as the engine of economic growth. Although imprecisely defined, many
people are skeptical about the fairness of the economic rules-of-the-game, the
honest functioning of market forces, and the country's export-led growth
strategy. This attitude constrains productivity in two ways. First, there is
a strong perception that recent economic reforms have not created a "level
playing field.” This belief is particularly marked in the financial area,
vhere many question the fairness of credit access. Second, the work ethic
required to keep the Jamaican labor force competitive and able to achieve
productivity gains may be impeded because access to the opportunities and
benefits of economic growth are not sufficiently widely shared. While these
attitudes do not include a desire for state control of the aconomy, they may
limit the political constituency for accelerating implementation of an export
oriented growth strategy.

In developing this project, USAID concentrated on discovering the chief
constraints to expanding exports and investment as seen by Jamaican
businesspeople. This project is directed at reducing these constraints,
although it does not purport to be able to overcome them all. The constraints
are interrelated: reducing one ccnstraint requires addressing another
constraint.

For ease of presentation, constraints are described in three groups: (a) low
productivity, (b) financial market deficiencies, and (c¢) lack of business
infrastructure. Each group contains several constraints; however, these
constraints overlap and are not mutually exclusive. For instance, in a
specific situation the constralnt business inefficiencies (in the low
productivity group) may impact negatively also on lack of equity financing (in
financial market deficiencies group) and insufficient factory space (in lack
of business infrastructure group).

It is, of course, important to remember that while removing these constraints
will produce major benefits, the economic return will be maximized oniy to the
extent that constant improvement takes place in Jamaica's policy framework.

The key constraints are outlined below, followed by a discussion of each.
Constraints

a. Low Productivity Group
(1) Business Inefficiencies
(2) Lack of Managers and Skilled Workers
(3) Lack of Backward and Forward Linkages
(4) Unreliable Supplies of Inputs
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b. Financial Market Deficiencies Group
(1) High Cost of Credit
(2) Lack of Term Financing
(3) Lack of Equity Financing
(4) Lack of Small Business Credit
(5) Delays in Accessing Foreign Exchange .

c. Lack of Business Infrastructure Group
(1) Weak Small Business Support Services
(2) Inefficient State Owned Enterprises
(3) Unclear Investment Incentives
(4) Cumbersome Export/Import Procedures
(5) Inadequate Transportation
(6) Insufficient Factory Space

Each constraint is described briefly below.
a. Low v u

The four assessments revealed that existing industries face many constraints
to expansion. Major constraints to expanding existing capacities and
increasing competitiveness arise from low productivity, including: (1)
business inefficiencies, (2) lack of skilled workers and managers, (3) lack of
backward and forward linkages, and (4) inadequate and unreliable supplies of
inputs.

(1) Business Inefficiencies

The major constraint is inefficient business operations. Some factories use
obsolete equipment which frequently breaks down, requiring spare parts and
skilled repairmen which are in short supply. Many plants have production
design flaws, with inadequate quality control early in the process, resulting
in uneven standards of finished goods. Packaging of finished products is
substandard, resulting in diminished international and even local
competitiveness. Small businesses, in particular, suffer from a lack of
support services to help increase productivity.

Small businesses often underutilize both labor and capital. Their
productivity constraints include lack of: production planning and control,
labor and staffing, plant and equipment, product design, inventory and quality
control, and transportation. Also, productivity is affected by unreliability
of supplies, lack of affordable space, and expensive working capital.

Staffing problems exacerbate production constraints. Small business
organizational structures are often flat, with management immersed in
day~to~day administration, which could be handled by clerical staff, with
little time for production planning. Supervisors and technical staff are
often highly skilled, but overspecialized production processes fail to utilize
their talents, resulting in time wastage.

Lack of marketing expertise also constrains export expansion and
diversification. Small companies have difficulty understanding the
requirements of foreign markets, spend inadequate amounts of time on marketing
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strategies, and underestimate costs of market development. Once an overseas
market is developed, firms may lose their niche because of inadequate
supplies, poor distribution networks, outdated packaging, and high cost.

Small firms, especially those outside of the apparel industry, require
assistance in arranging contract production (e.g., preparation of samples and
knowledge of supply requirements); identifying and seeking foreign joint
venture partners which can provide a guaranteed market, capital, and know-how;
and linking up to a trading company which can distribute products.

(2) Lack of Managers and Skilled Workers

Human resource constraints, especially lack of middle management and
gupervisory personnel, are evident across the entire spectrum of economic
activity, from financial services to the garment industry. Every sector
surveyed identified lack of middle management and skilled workers as a major
production bottleneck in terms of loss of efficiency and down-time. The
problem has two aspects. First, internally promoted workers are familiar with
their production jobs but lack competence in other skills (marketing,
accounting, administration) related to their new positions. Second, new
college graduates (CAST, UWI) have academic experience but lack "hands on"
knowledge of industry. This situation places a heavy demand on individual
companies to provide in-house training. Also, small manufacturers and
exporters face the very real possibility of having their trained employees
hired away by larger firms which offer health and life insurance, pension
plans, transportation, meal allowances, housing assistance, and training.
This problem has received considerable attention, and initial efforts are
underway to establish apprenticeship programs as part of the academic
curriculum and to redesign sector specific training programs.

Jamaica has had experience implementing a modernization program in the garment
industry. In the early 1980's, the government targeted the apparel sector
for assistance because of its potential to earn foreign exchange and create
employment, especially among women. Kurt Salmon Associates was contracted to
provide inplant modernization/training services to 17 firms (of which six were
local). While this assistance was beneficial, it was also expensive and
excluded small and medium manufacturers. USAID filled this vacuum with its
Parezllel Program, initiated in 1986 under the TC&TG project, to train JAMPRO
industrial engineers and provide technical assistance to small and medium size
Jamaican owned firms. This pilot program focused on problems of production
systems and engineering, management and supervisory skills, cost controls, and
marketing.

(3) Lack of Backward and Forward Linkages

The productive sectors are not integrated vertically, with financial, supply,
and marketing relationships between "lead" export firms and small producers of
inputs. Small businesses frequently lose export opportunities because of the
small size of individual operations, lack of export marketing skills, lack of
economies of scale, difficulty in accessing raw materials, and bureaucratic
disincentives. Strong industry integration, cost sharing of supplies and
marketing, specialization to increase efficiency, and consistent export
oriented production and risk sharing are absent.
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(4) Unreliable Supplies of Inputs

Unreliable and poor quality suppiy of local raw materials is a serious
problem, especially for the processed foods, furniture, and tourism
industries. For example, supplies of raw materials - local or foreign - are
inadequate. Local producers are small, undisciplined in meeting production
schedules, and hampered by equipment breakdown; lack warehouse space and
vorking capital for inventories; and lack adequate guality control
procedures. Foreign raw materials and parts are delayed by slow access to
foreign exchange through the auction system, resulting in delayed production
and delivery schedules. '

b. Financial Market Deficiencies Groyp

The chief constraints .in the financial markets are: (1) high cost of credit,
v2) lack of term financing, (3) lack of equity financing, (4) lack of small
business credit, and (5) delays in accessing foreign exchonge, These
constraints crosscut other constraints and need to be mitigated to increase
exports and investment.

(1) High Cost of Credit

The cost of credit normally ranges upwards from 27 percent for commercial
transactions. The Government indirectly controls lending rates by fixing the
interest rate for savings accounts (presently 18 percent) and bank reserve
requirements and, more recently, credit controls. Banks, after paying for
deposits and allowing for reserve requirements (presently 19 percent for
commercial banks and 6 percent for merchant banks), have a relatively high
cost of funds, to which they must add other lending costs. The GOJ maintains
that a high interest rate structure is necessary to support its foreign
exchange policy and prevent capital flight. In addition, the GOJ sets by
decree a variety of interest rates for special sectors (housing mortgages,
agriculture, and others). More competitive financial intermediaries should
substantially reduce constraints resulting from controlled financial markets.

(2) Lack of Term Financing

Commercial banks do little term lending, in part because borrowers cannot meet
collateral requirements (typically two to three times the loan amount) and in
part because high yields on Government of Jamaica T-Bills and Bank of Jamaica
certificates of deposit (in some cases 19 percent) discourage term lending.
Only established bank clients willing to pay high interest rates have access
to credit, and the proceeds from these borrowings are often oriented to
commercial transactions rather than productive investment.

(3) Lack of Equity Financing

The financial markets are conservative and controlled by a few powerful
institutions, which tend to lend long term only to large, reliable companies.
The banking system is oriented to short term transactions, with term credit
extended only to preferred clients. Venture capital is essentially
non-existent, and the Jamaican Stock Exchange is characterized by tight
control by only eight brokers, limited offerings and trading of shares, and
practices and procedures in need of modernization.
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These characteristics promote a perception that the financial markets are
dominated by insiders and those with privileged information. In the case of
the stock market, even sophisticated insiders (e.g., bankers) are excluded
from entry into the brokerage business. Recent studies show a strong feeling
that the country's business affairs are not played on a level field. Whether
right or wrong, a popular perception is that the door to new business
opportunities is partially closed.

Stock exchange procedures need modernizing. Current procedures are manual.
The transfer of a stock certificate is time consuming because it requires
approval of the stock exchange, the board of directors of the issuing company,
and the Ministry of Finance to verify the transfer. This process takes months
rather than days. The trading floor is a manual operation that precludes
confidential sales and enhances the opportunity for unfair practices. The
exchange trades only brdinary shares, preferred shares and corporate bonds.

Jamaica's weak financial markets contribute along with other interwoven
constraints (low plant productivity, absence of spare parts, inappropriate
training, etc.) to make many Jamaican export products uncompetitive in world
markets. A strong and efficient financial market is directly linked to growth
in exports and a widening of the ownership base.

(4) Lack of Small Business Credit

Fifty-six percent of small businesses surveyed indicated that lack of credit
and technical assistance are the major constraints to start-up and expansion.
Many small businesses cannot obtain funds at prevailing interest rates and
rely on family members for investment and working capital. Small business
access to credit is constrained by: lack of collateral, inadequate business
plans and cash flow projections, inadequate and unaudited balance sheets, lack
of information on credit programs, and the inability to process loan
applications.

Entrepreneurs and financial institutions are locked into a vicious circle.
The salient characteristics are:

0 most companies are seriously undercapitalized, with debt:equity ratios
ranging from 3:1 to 9:1;

0 company owners are unwilling to share ownership and finance start up
and expansion with family resources and bank credit. In part this is a
cultural problem, but in part it is the result of inadequate and
inefficient capital markets;

o banks demand large amounts of collateral as security (as high as 3:1)
and prefer real estate guarantees to project (asset based) iending; and

0 owners customarily withdraw company earnings to the maximum possible
extent to create the outside assets required to collateralize
additional debt;

For example, small and medium size apparel manufacturers may be unable to
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expand factory size because they lack the collateral to secure long term
financing despite their track records of successful exports and demonstration
of contract orders sufficient to service additional debt. Many new business
start-ups are financed through the informal system, primarily by personal and
family savings. The exception is the National Development Foundation. This
inatitution has developed an excellent reputation for promoting and financing
new small business start-ups. However, its resources are limited and it
reaches only a small percentage of businesses.

(5) Delays in Accessing Foreign Exchange

The current (albeit temporarily suspended) auction system to allocate foreign
exchange limits exports and investment in several ways, although it is an
enormous improvement over the previous pegged rate system that allocated funds
administratively. It may produce production bottlenecks for imported raw
materials and spare parts, and certainly raises costs to manufacturers. The
planned time for obtaining foreign exchange is 3-4 weeks, whereas it has been
known to take 6-8 weeks, according to the export assessment. Regular
exporters and big companies have developed ways around this obstacle. The
auction as an allocation system is fair for new entrants (unlike the old
administrative system), but it is still seriously deficient for new entrants
and small business in its fallure to deliver funds promptly.

c. Lack of Business Infrastructure Group

The chief constraints in the area of business infrastructure are: (1) weak
business support services, (2) inefficient state owned enterprises, (3)
unclear investment incentives, (4) cumbersome export/import procedures, (5)
inadequate and high cost of transportation, and (6) lack of factory space.

(1) Weak Small Business Support Services

The small business assessment revealed that institutional support for small
business is woefully lacking. According to the survey, no business
association adequately represents their interests, although many private and
public sector organizations exist. In the private sector, over 20
organizations provide membership services and representational activities,
The scope and quality of these business services depends on purpose,
membership interest, size of staff, resources, and leadership. Many
organizations are little more than lobbying groups for narrow interests and
fail to offer the range of services necessary to attract wide membership.
This situation adversely affects small businesses which need special attention
for start up, training, and production improvements.

The two strongest organizations are JAMPRO and the Private Sector Organization
of Jamaica (PSOJ), the business community's umbrella organization.

Ironically, JAMPRO, a public sector agency, has often been more aggressive in
promoting sound economic policy to support private enterprise than many
private associations. The PSOJ has been a pacesetter in researching,
analyzing, and publicizing needed economic reforms, and also has a weekly
radio program on economic issues. Other associations include the Jamaica
Exporter's Association, Jamaica Manufacturers Association and the Small
Businesses Association of Jamaica (SBAJ). The SBAJ, which peaked at more than
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1,400 members, as a regsult of an earlier USAID strengthening grant, has since
faded back to only 300; there is some indication that it may be re-emerging in
importance. Business associations are also accive in the tourism sector, such
as the Jamaica Hotel and Tourism Association (JHTA) and, more recently,
Tourism Action Plan (TAP).

The same assessment revealed that a strong demand and willingness to pay*
exists for business services, such as: business counseling, loan referral,
project development, technica) assistance in production technology and
processing, investment opportunity identification, technical assistance in
management, business and infrastructutre planning, financial planing, and
marketing. Some businesses expressed a willingness to pay for these services,
while others could contribute to defraying the cost.

(2) Inefficient State Owned Enterprises

The GOJ still owns many enterprises and furnishes many government services
which could be privatized. These activities are an inheritance of the past
and a gevere drain on the budget, resulting in misallocation of human and
financial resources which might be better used for other, more critical
government operations. While substantial progress has been made in this area
there is still much to be done.

(3) Unclear Investment Incentives

Although many policy changes have improved the business climate, an
inefficient administrative apparatus remains in place. For example, it takes
up to five months for an entrepreneur to complete all the bureaucratic
requirements to invest in an export industry even with the assistance of
JAMPRO, Part of this delay is the result of unclear investment incentives and
wide bureaucratic discreticnary power over tax and rebate incentives, factory
costs, etc., which require individual negotiations and deal-making.

(4) Cumbersome Export/Import Procedures

Government agencies such as the Customs Office and Port Authority badly need
modernization and training. The assessments revealed, for instance, that it
may take up to 10 weeks and visits to three agencies to secure necessary
approvals and foreign exchange for raw material imports. Negotiating these
hurdles requires time and money and detracts from Jamaica's competitive
position.

(5) Inadequate Transportation

Transportation problems abound. Domestically, the principal problem appears
to be shortages of trucks, because of their high cost (e.g., & small six wheel
flat bed truck with a CIF value of US$40,000 costs US$63,000 equivalent), age
of fleets, lack of spare parts and import restrictions. As a result,
breakdowns are frequent, raw material gupplies are unreliable, and products
cannot get to market. The principal cause appears to be the government's
restrictive policy on importation of commercial vehicles. This also has
impact on public transportation, which is woefully inadequate and a major
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constraint to increased labor productivity. Totally inadequate public
transportation due to regulated fares and insufficient buses also causes major
hardships to vorkers, producing untimely arrivals and reducing worker
efficiency.

(6) Insufficient Factory Space .

The small business assessment revealed that about 60 percent of emall
businesses are in undersized space. This situation prevents expansion, more
efficient production systems, and adversely affects staff working conditions.
Most factory space construction is oriented toward larger companies. The GOJ
is currently exploring the possibility of constructing industrial parks for
small enterprises, but it is unclear whether this proposal would be more
efficient and cost effective than providing long term credit to small
entrepreneurs.

B. Project Objectives
1. Goal and Purpose

The project goal is to stimulate broad based economic growth in Jamaica,
resulting in increased levels of employment and higher real incomes. The
project purpose is to increase exports and diversify investment, leading to
expanded sources of foreign exchange, diversification of ownership and
products, and deeper linkages between exporters and local producers.

2. Project Themes
a. Interdependence Among Constraints

The constraints described above are interdependent and collectively reduce
export competitiveness, investment in productive sectors, and prospects for
economic adjustment with growth. For example, the business inefficiency
problem not only affects the competitiveness of exports in the world market
but also affects the supply of raw materials for production. Given the
structure of Jamaica's economy, production or "supply side" constraints to
export led growth must be attacked vigorously on a wide front. These problems
are surmountable if they are dealt with in an integrated fashion which uses
both policy dialogue and inputs of training, technical assistance, and

credit. This project, through policy dialogue (both directly and as part of
the Mission's overall effort) and inputs, will ease the principal constraints
to private sector activity and expand exports in areas with multiplier effects
on economic growth.

b. Cost Sharing

Cost sharing is a basic principle which runs throughout this project to
leversge USAID resources and disabuse the private sector from the idea that
foreign assistance 1s a free good. Cost sharing will be determined on the
basis of an organization's ability to pay. For example, the lead firm in the
feeder industries activity will contribute to the cost of technical assistance
on a sliding scale from 20:80 to 50:50, depending on financial ability.
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Private sector support organizations will be required to attain financial self
sufficiency over a reasonable time frame. Small businesses and their
supporting organizations, on the other hand, will be held initially to less
rigorous standards. Of course, upgrading human skills often benefita the
individual and the economy even more than the company for which people work at
the time of the training or technical assistance, given labor mobility in an
expanding economy. )

c. Flexibility

This project will be flexible so that it can respond to market demands to
reduce constraints which increase exports and diversify investment. The
project activities described are expected to be undertaken as presented;
howaver, if one activity is slow in implementation, then USAID will shift
funds to other activities which show greater promise in achieving the project
purpose. Progress will be monitored by the project management information
system and periodic reports from implementing agencies.

C. Project Description

The project will finance a series of activities to reduce constraints to
exports and investment. For ease of presentation, the constraints are
described in three groups: low productivity, financial market deficiencies,
and weak business infrastructure. The chart shows constraint groupings and
project activities to reduce these constraints. The chart is necessarily
simplified in that project activities will have cross-cutting impact on
reducing constraints.

l. Low oductivit ou

To increase productivity, the project will finance activities to reduce four
constraints identified in the assessments: (a) business inefficiencies, (b)
lack of managers and skilled workers, (c) lack of backward and forward
linkages, and (d) unreliable supplies of inputs. Activities build upon
previous experience under the TC & TG project or have been successful in other
countries.

a. Constraint: Business Inefficlencies
b. Constrajnt: Lack of Managers and Skilled Workers

This project will finance activities which primarily address the constraints
of business laefficiencies and lack of managers and skilled workers.

(1) Technical Assistance and Training Program

This activity will provide technical assistance to improve the operations of
promising business enterprises. JAMPRO will be the principal implementing
unit for this component, although it is the intention of the project to
encourage private sector entities to become involved to the maximum extent
possible, and it is expected that, over time, many of JAMPRO's current
functions will come to be performed by the private sector. JAMPRO will be
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directly responsible for many of the activities undertaken, to be agreed upon
by AID through an annual Implementation Plan. In addition to activities
implemented by JAMPRO, USAID may implement activities directly with private
sector entities, with the concurrence of the Project Coordinating Committee.

To carry out this program, JAMPRO industrial engineers and apecialists will
visit plants to offer a full range of in-plant technology to firms in priority
sub-gsectors. USAID has supported a program similar to this under the TC & TG
project. JAMPRO is moving towards cost recovery in carrying out such
activities. Under TC & TG, USAID financed five consultants who provided
technical assistarce and training to more than 100 apparel firms, conducted
four industry wide annual training courses with from 12 to 20 participants,
and trained up to eight

JAMPRO engineers per year to continue these "extension" services to the
garment industry. The assessments recommended expanding this program to
include other sectors.

In addition to the apparel industry, this project component will focus on
furniture, agribusiness, electronics, horticulture, and other export
industries to the extent demand warrants. The project will finance an
estimated six long term experts, and short term experts as needed. In
addition, this activity will finance on-the-job training at U.S. plants for
"trainers" (either from JAMPRO or individual companies), together with
commodities needed by the technical experts, such as cars, testing equipment,
and teaching materials. As part of project implementation, this activity will
finance two "program audits" to assess the activity's impact on increasing
exporis and to make recommendations to improve effectiveness and reduce costs.

(2) Technical Assistance - IESC

This activity will finance continuation of services provided by International
Executive Service Corps (IESC) volunteers to assist in small business and
export enterprises. IESC, established in 1964 as a non-profit organization,
has headquarters in Stamford, CT, and has completed more than 11,000 veolunteer
projects overseas, some with AID assistance. USAID has funded IESC activities
for several years under the TC & TG project.

Based on this positive experience, USAID will provide a grant to IESC to
finance, on a cost sharing basis, approximately 40 volunteers over four
years. The volunteers will be assigned to work in areas outlined by IESC and
approved by AID. The estimated budget is $300,000.



Constraint

1. Low Productivity Group

a.
b.

Cc.
d.

Business Inefficiencies
Lack of Managers and Skilled Workers

Lack of Backward and Forward Linkages
Unreliable Supplies of Inputs

2. Financial Market Deficiencies Group

a.
b.
c.
d.

e.

Delays in Accessing Foreign Exchange
High Cost of Credit

Lack cf Term Financing

Lack of Equity Financing

Lack of Small Business Credit

t
2} - 3. Lack of Business Infrastructure Group
1

a.

b.
c.
d.
e.
f.

Weak Business Support Services

Inefficient State Owned Enterprises
Unclear Investment Incentives
Cumbersome Export/Import Procedures
Inadequate Transportation

Lack of Factory Space

Activity

Technical Assistance/Training - JAMPRO & Others
Technical Assistance - IESC
Trade Promotion - JAMPRO

Feeder Industries
Investment Promotion

Policy Studies

Policy Studies

Policy Studies

Optional activities to be undertaken in an amended
project, at some future point

Credit - NDF

Small Business Development

Imprevement of Private Sector Organizations
Improvement of Public Sector Organizations
Privatization Program

Operations Study

Operations Study

Policy Study

Policy Study
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(3) Trade Promotion -~ JAMPRO

This activity will finance selected aspects of JAMPRO's trade promotion
program to improve marketing of Jamalcan exportas. USAID previously provided
extensive funding for JAMPRO trade promotion activities; this project will
provide limited funding for those aspects given vhe higher priority for
productivity enhancement. This project will contribute to funding of trade
fairs, including Jamaica's regional "Fashion Carnival," and also participation
in U.S. trade shows, particularly by officers of new export enterprises.

Expected Resulte: These activities will increase export competitiveness and
diversify product mix. An estimated 30 industrial engineers will be trained
and 40 training courses will be conducted for middle management and
supervisors.

c. Constraint: Lack of Backward and Forward Linkages
d. Constraint: Unreliable Supplies of Inputs

Two activities will address constraints of lack of backward and forward
linkages and also unreliable supplies of inputs. The first activity has been
tried in Jamaica with limited success, and the second activity has been tried
successfully in other countries.

(1) Feeder Industries

Feeder industries establish forward and backward linkages, improve reliability
of supplies of inputs, reduce costs, and generate employment.

Feeder Industries are defined as industries which provide component parts to a
separate "host" (or, "lead") firm which processes the components into a final
product. Examples are: feeder agricultural products supplied to a host
manufacturing concern for processing into a final product and processed items
(such as handicraft items produced by small and micro-enterprises) for lead
organizations (such as trading companies) which package and sell the product.
This concept may also include feeder service enterprises to support host
companies.

Some characteristics which set feeder industries apart from other business
arrangements are: (1) a contractual relationship usually exists between the
feeder industry and a lead business, (2) intermediaries are excluded from the
process, (3) lead firms often buy feeder industry products at premium prices,
(4) the host firm often provides technical assistance and credit to the feeder
industry, and (5) when a foreign host firm works with a feeder industry, it
provides technical assistance and a guaranteed export market.

The feeder industry concept is not new and has become more important as
international markets become more competitive. It is not feasible for smaller
firms to undertake procurement, design, production, marketing, packaging and
exporting. While small firms might operate efficiently in one area, they may
be very inefficient in other areas.
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In Jamajca, the concept has never achieved widespread ac.eptance. Previous
attempts show both failure and success. Jamaica Broilers is an example of the
most successful feeder industry investments. This is a classic example where
small farmers, under contract, provide birds for processing and wholesuling in
exchange for technology, feed, and a guaranteed market. In contrast, an
example of a failure is Cornwall Dairy Developments, a diverasified !
agribusiness operation (milk and milk products, juices). This lead compahy
vas set up to rely upon small dairy farmers, fruit and vegetable farmers,
flavoring manufacturers, and sugar producers. A case study showed that the
foreign consultants, who were to provide training at start-up, left too early
without fully training management and operators, and Cornwall Dairy was unable
to provide technical assistance to the feeder firms. From the outset, the
enterprise was plagued with technical problems related to downtime,
maintenance, water supply, procurement of raw materials from feeders, quality,
productivity, and staffing.

Several factors will have to be taken into account in encouraging the
expansion of feeder industries, including: upgrading plant technology of the
lead firm, training production engineers to assist feeder firms, providing
working capital to finance feeder industry costs, and furnishing technical
assistance in marketing. In the furniture industry, for example, experience
indicates that lead firms require technical assistance in meeting U.S.
production quality standards, in standardizing inputs from smaller firms, in
producing samples for market, and in seeking joint venture partners and new
markets. Finally, a major problem is the lack of credit for small feeder
firms to finance the long lead time between raw materials procurement and sale
to the lead firm. Before receiving payment, the feeder firm may have to wait
six months (compared to a maximum of 30 days in the U.S.).

This activity will initially focus on developing one new prototype feeder
industry relationship, thus building project experience in this area before
deciding whether the concept warrants further project involvement. Likely
candidates are: garments, furniture, electronics, agribusiness, tourism, and
horticulture. USAID will invite proposals from potential host firms for a
grant to develop feeder industry relationships. The grant will be awarded on
a cost sharing basis (ranging from 20:80 to 50:50 depending upon need) to
finance costs of technical assistance, training, and commodities to: improve
lead firm operating efficiency and management, develop a product mix of
components to be produced by feeder firms, determine needs and costs of
upgrading feeder firms to meet quality standards and delivery schedules,
determine inputs required by feeder firms, determine types of managers and
skilled workers, and develop marketing plans.

Also, this element will provide the National Development Foundation with funds
which can be used to complement this activity. A US$300,000 grant will be
made to the non-profit National Development Foundation for loans but not
operating costs to firms participating in the feeder industry arrangement for
the purchase of raw materials, specialized equipment, and other inputs. Loans
to feeder industry firms will be made at NDF's regular interest rates
(currently 20 percent except for agricultural loans, which are made at 14
percent as are those of the GOJ). Reflows will be used to replicate similar
activities. NDF/J has been operating a similar but smaller feeder industry
loan fund from GTZ.
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Expected Results: This pilot project will increase the participating firms'
export sales 20 percent per year. In addition the following operating results
are expected: establishment of a brand image in the U.S.; high volume
production with benefits from economies of scale; easing of procurement,
storage and shipping problems; increased utilization of plant capacity;
specialization to increase efficiency; and upgraded management personnel.

(2) Investment Promotion

A second activity will also reduce constraints involving lack of backward and
forwvard linkages and unreliable supplies of inputs, This activity -~
investment promotion - includes lessons learned in other country programs.

This activity will finance, on a 50:50 cost-sharing basis, Jamaican company
efforts to seek domestic and foreign partners. Eligible items include
preparation of an investment prospectus, determination of project feasibility,
and trips to seek a foreign joint venture partner if needed. Approval for
grants will depend upon potential investors' intent, availability of equity
and bank financing, and firmness of markets. This activity will be
implemented through JAMPRO. This activity will not only promote investment
but will also resolve production constraints in product design, control
systems, packaging and marketing.

Expected Regsults: Approximately 5 new joint ventures will be established.
2. Financial Market Deficiencies Group

To mitigate financial market deficiencies, the project will finance activities
to reduce five constraints identified in the assessments: (a) delays in
accessing foreign exchange, (b) high cost of credit, (c) lack of term
financing, (d) lack of equity financing, and (e) lack of small business
credit. Some of these constraints have been the subject of extensive policy
dialogue with the government under ESF and other programs over a long period.
In these cases, this project will contribuce to the policy dialogue already
underway and it will provide funds to finance studies and other activities to
support this policy dialogue. In other areas, the project will take a more
active role to reduce constraints.

a. Constraint: Delays in Accessing Foreign Exchange

b. Constraint: High Cost of Credit

USAID and other donors, particularly the IMF and World Bank, have been
conducting policy dialogue with the GOJ over the past several years in regard
to foreign exchange and interest rates. These constraints form part of the
Mission's policy dialogue efforts with the Government and will continue,

This element will finance at least three policy studies combined with
technical advisors and training to support ongoing policy dialogue with the
GOJ. Areas of particular interest to reducing constraints are permitting
banks and exporters to maintain expatriate accounts for quick access to
foreign exchange and, over time, moving to free foreign exchange and interest

rates.
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c. Constraint: Lack of Term Financing

The assessments identified one area relating to the lack of term financing
constraint where change may be possible -~ the types of security, or
collateral, required by banks. Consequently, this activity will finance a
study of methods to broaden the scope of security instruments which may be
acceptable to banks. This study 1is to be undertaken in cooperation with the
bankers' association,

d. Constraint: Lack of Equity Financing (Possible
Activities for a Project Amendment)

Stock exchange activities are expanding as a result of new issues by private
companies and divestments by the government, The stock exchange has been
visited by U.S. and other experts, who have offered advice and, in some cases,
moderate assistance in modernization. Also, the stock exchange has applied
for participation in a World Bank program to furnish a computer and technical
assistance to develop and implement new systems.

If the GOJ is able to broaden participation of new brokers in the stock
market, then an element will be added to this Project through an amended
Authorization to finance activities to strengthen the stock market so that it
can become a dynamic force in relieving this constraint. These two possible
activities are:

(1) Stock Exchange Modernization

This activity would finance short term technical assistance, training, and
commodities to modernize the stock exchange. It would assist in: modernizing
transfer procedures and rules, automating the transfer process and the floor
process, developing financial institutions to act as transfer agents by
sub-contracting with the stock exchange, expanding the number and types of
instruments traded, developing a public relations program to educate the
public on the benefits of the exchange as a vehicle to raise equity capital,
and opening the exchange to foreign investment.

(2) Establishment of SEC-type Body

The project may also finance technical assistance, salaries of professionals,
training, and commodities of a new securities regulatory commission.
Establishment of such an agency will require GOJ action, either as a law or
regulation, which will precede commitment of funds. This Commission will
issue regulations and supervise the self-regulating stock exchange. IESC
financial market experts argued that it is important at the outset that a full
time professional staff be hired with pay scales competitive with the best
private financial institutions. They further argued that the Commission would
inevitably become a training ground for private financial institutions and
that this was not undesirable. Those trained by the Commission will
understand the system, respect the regulatory needs and, therefore, will
contribute to the operation of the system from positions in the private sector.



- 20 -

Projected Results: Accomplishments expescted if these activities were funded
would be opening of the stock market to wider participation by brokers and
buyers. Other accomplishments would include: establishment of an SEC-~1like
body, at least four new instruments traded (such as Treasury bills and
government debt), new companies' stock traded on the exchange, and a modern
stock exchange serving the Carihbean.

e. Constraint: Lack of Small Business Credit

Lack of access to credit constrains establisiment and expansion of small
business, thereby limiting growth of exports, production, and new jobs.

The National Development Foundation of Jamaica (NDF/J) provides credit and
technical assistance to small business. Current loan eligibility criteria
require that loans not exceed J$500,000. NDF/J is beginning to fill the
massive demand for credit by small enterprises. An analysis of NDF/J loan
applications showed that its demand for loans is nine times greater than its
supply of funds.

The activity will provide a $600,000 grant to the non-profit NDF/J so that it
can extend loans to small businesses. Reflows from repayment of loans will be
used to extend new loans for the same purpose.

3. Lack of Busjiness Infrastructure Group

To expand availability of small business infrastructure, the project will
address constraints of: (a) weak business support services, (b) inefficient
state owned enterprises, (c) unclear investment incentives, (d) cumbersome
export and import procedures, (e) inadequate and high cost transportation, and
(f) insufficient factory space. Some activities build upon previous USAID
experience, and others are new initiatives.

a. Constraint: Weak Business Support Services

To improve selected business support services, three activities will be given
limited funding: small business development, improvements in private sector
organizations, and improvements in public sector organizations. Based on the
success and impact of the initial efforts, the Project may be amended to
include further funding for these efforts.

(1) Small Business Development

This activity will help small business development organizations to expand and
improve technical assistance, particularly for: (1) providing technical
assistance and training, (2) providing information on sales and procurement
opportunities, (3) promoting and packaging loan applications to commercial and
development banks, credit unions and others, (4) conducting studies of small
business incentives, (5) developing employee benefit schemes such as insurance
and pension plans, (6) coordinating bulk purchases and sales, and (7)
providing trade promotion and marketing services.
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This element will finance part of the costs of expanding services available to
small business in response to proposals from small business organizations.
Candidate recipient organizations include JAMPRO, where the GOJ is considering
expansion of small business services, and other organizations, such as the
Small Businesses Association of Jamaica, credit unions, and transport owners
and other industry-specific associations. Each organization must have a
business plan showing how it will achieve financial gself-sufficiency within a
reasonable period and ia expected to charge fees for services. Proposals will
be accepted on a coast sharing basis, and JAMPRO will administer sub-grants to
private sector organizations. The project will finance costs of business
plans, technical assistance to organizations, training, commodities, and
start-up operating costs.

(2) Improvement of Private Sector Organizations

This activity will improve the institutional framework for trade and
investment. This activity is directed to general business organizations, not
exclusively small business organizations. It will assist private sector
organizations expand the business constituency for policy reforms and improve
communications between the public and private sectors.

This element will finance development of a business plan to achieve
self-sufficlency, short term technical assistance, studies, commodities,
training, and public relations programs. Illustrative eligible activitiecs
include: economic policy studies and dissemination to private sector leaders,
government officlals, and news media; creation or expansion of services by
private sector associations (e.g. training and seminars in business planning,
accounting, marketing, etc.); collection, analysis, and dissemination of
information on investment and exports (sector surveys and market information);
and training in membership development and services. The JAMPRO-USAID
committee will review proposals, avoid duplication of efforts, and insure that
synergy exists among approved proposals on a cost sharing basis.

Two potential proposals were identified in the assessments:

o A request from the PSOJ to expand its active program of economic policy
studies. Funds are being sought to defray the cost of a senior economist, to
research and disseminate studies of the foreign exchange regime, investment
incentives, and capital markets legislation, and to expand its communications
department. Funds might also be sought for staff training, particularly in
membership services.

0o Tourism Action Plan (TAP) is seeking to expand membership services,
outreach activities, infrastructure planning and investment, and ways to
integrate the tourist industry into the domestic economy.

Expected Results: Expansion of the membership bases of private sector
organizations together with an increase in their ability to represent broader
interests in the policy process.
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(3) Improvement of Public Sector Organizations

This activity is similar to the private sector organization activity described
above except that it will focus on relieving public sector constraints to
expanded business operations.

The project will finance costs of studies, long and short term technical
assistance, training and commodities. Public sector agency proposals will be
screened for their potential to ease administrative bottlenecks to investment
and exports (including policy reform) and willingness to work with JAMPRO to
regolve specific problems. Potential agencies for priority attention are
customs, to streamline export/import procedures and possibly create a one-stop
clearing house for exports and imports. Other constraints identified in the
assessments were unclear investment incentives (JAMPRO might more clearly
define the ground rules for awarding investment incentives), insufficient
factory space and inadequate transportation.

Expected Results: Streamlined operations of government agencles important to
private sector activities.

b. Constraint: Inefficient State Owned Enterprises

The GOJ has successfully carried out a wide range of privatization efforts,
including divesting of government owned assets, contracting of government
gervices, leasing of government owned property, and sale of minority
positions. This privatization thrust has reduced the role of the public
sector in the economy and the government budget deficit. Continuation of
privatization is one of many interwoven threads crucial to successful
implementation of macroeconomic policy to strengthen the private sector and
lower factor costs. USAID has firmly supported GOJ efforts through policy
dialogue and technical assistance.

The GOJ has adopted a pragmatic and informal approach to privatization which
has worked well and is cost effective. Examples of privatization achievements
since 1985 are: lease and sale of 57,000 acres of agricultural land on 36
properties (partly assisted by USAID's Agricultural Industry Development and
Crop Diversification/Irrigation projects); sale of 15 small state owned
enterprises; privatization of government bus operations in Kingston and
Montego Bay; privatization of janitorial and catering services in three
Kingston hospitals (assisted by the Health Management Improvement project);
divestment of four large public enterprises (Seprod, a manufacturer of
consumer products and animal feeds; the National Commercial Bank; the
Caribbean Cement Company; and Telecommunications of Jamaica), and sale of four
hotels with other sales pending.

This activity will support GOJ expansion of previously successful
privatization efforts. The GOJ plans to expand its divestment activities
through its Divestment Unit within the NIBJ. This Unit will:

o Develop privatization policy;

o Continually review public sector holdings for divestment;
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o Produce an annual divestment list with conditions for sale; and
0 Sell government assets.

The Divestment Unit will develop five year plans to be reviewed annually to
assure continuity of the process. An aggressive divestment program will
reduce the government budget and stimulate capital markets.

In addition, the GOJ is privatizing many government operations performed by
ministries, such as leasing, contracting of services, etc. These
privatizations are undertaken directly by ministries, and this activity will
make available funds for professional services required to carry out
privatizations. The activity will support divestment activities of NIBJ
including Jamaican professional salaries; training; and consultant services
for asset evaluation, preparation of prospectuses and share offerings, special
studies, marketing of assets to be divested, etc. In addition, professional
services for other privatizations will be financed for ministries which want
to

lease, let contracts, etc. USAID's contribution will equal no more than 50
percent of total program costs, and the GOJ will finance the remaining 50
percent.

Expected Results: In addition to privatizing at least 15 government services,
a minimum of 20 government owned properties will be divested.

c. Constraint: Unclear Investment Incentives

d. Constrajint: Cumbersome Export/Import Procedures
e. Const t: Inadequate Transportation

f. Cons nt: Lack of Factory Space

The assessments identified these four constraints as hindering business
development. The first two constraints will be addressed by the activity to
improve public sector organizations, described above. The other two
constraints will be addressed through special studies as part of USAID's
ongoing policy dialogue. The last two constraints are also partly addressed,
respectively, by a PL480 Title I self-help measure study of harbor facilities
and proposed Inner Kingston Phase II provision of factory space.

Expected Results: Publication of several policy and operating studies end
dissemination to a wide audience of policy makers and businesspersons.

II. Cos 8 te and cla a

The total cost of this project is estimated at US$9.8 million, of which USAID
will contribute US$7.0 million. Jamaican entities are expected to contribute
at least US$2.7 equivalent. AID's first year obligation in FY 1990 is
expected to be US$2.3 million. Contingency has been estimated at 4 percent of
project costs.
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A. Summarv Cost Estimate and Finencial Plan

Table I is a summary of the cost estimates and financial plan for the total
project. Jamaican entities are contributing at least 25 percent of project
costs. The technical analyses for the project revealed that the most serious
constraints to increased exports and investment are business inefficiencies
(mostly production related), unreliable supplies, deficient financial markets
and lack of business support services. Consequently, USAID resources will
finance the costs of technical expertise and other related inputs to resolve
these constraints as follows: US$2.5 million for business inefficiencies,
US$1.0 million for unreliable supplies, US$0.1 million for deficient financial
markets, and US$2.2 million for lack of business support services. Credit, also
identified as a constraint for small businesses will be eased by providing
grants to NDF/J of US$0.6 million. US$0.6 million is budgetted for
contingency, evaluation, audits, and monitoring. Table I also shows host
country and private sector contribution at US$2.8 million. For more detailed
cost estimates, please refer to Annex E.

B. Costing of Project Components

Table II shows costing of project componets by type of input, The project will
finance both long term and short term technical assistance at approximately
US$3.6 million, credit at US$0.9 million, commodities at US$0.4 million,
training at US$0.4 million, and grants excluding credit of US$1.2 million.
Program evaluations, monitoring audits and contingency are estimated at US$0.5
million.

C. Projection of Expenditures by Fiscal Year

Table III shows estimated expenditures by component by year. Expenditures by
fiscal year are estimated at US$1.3 million in FY 90, US$2.0 million in FY 91,
US$1.9 million in FY 92, US$1.7 million in FY 93, and US$0.1 million in FY 94,
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TABLE I - SUMMARY COST ESTIMATE AND FINANCIAL PLAN

(Us$000)
A.1.D, HOST
SOURCE FX LC COUNTRY LC  TOTAL
AND PRIVATE
SECTOR
I.A Low Productivity Group
Business Inefficiencies/Lack of
Skilled Managers/Workers :
Technical Assistance 1,860.0 350.0 ° 2,210.0
Training 180.0 50.0 230.0
Commodities 58.0 0 58.0
Program Audits 80.0 0 80.0
Trade Promotion . 340,0 _350.0 __690,0
Sub-Total 2,518.0 750.0 3,268.0
I.B Low Productivity Group
Lack of Linkages/Unreliable Supplies
Technical Assistance 330.0 480.0 810.0
Training 22.5 20.0 42,5
Commodities 87.0 0 87.0
Credit 300.0 300 600.0
Investment Promotion Program 220, _ 200.,0 _420,5
Sub-Total 660.0 300.0 1,000.0 1,960.0
II. a arket De encies Grou
Studies 80.0 30.0 110.0
Credit _ 600,00 __100,0 —100,0
Sub-Total 80.0 600.0 130.0 810.0
IIT. Lack of Business Support Sefvices
Technical Assistance 1,030.0 680.0 570.0 2,280.0
Training 212.0 50.0 262.0
Commodities 205.0 0 205.0
Marketing — 100,00 ___50.0 —150.0
Sub-Total 1,447.0 780.0 670.0 2,897.0
Project Implementation 180.0 50.0 230.0
(TA and Commodities)
Evaluation and Audit 75.0 50.0 50.0 175.0
Contingency/Inflation 310.0 100.0 _410.0
Sub-Total 565.0 50.0 200.0 815.0
GRAND TOTAL 5,270.0 1,730.0 2,750.0 9,750.0
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TABLE II — COSTING OF PROJECT COMEONENTS BY TYPE OF INPUT

{Us$000)
IHPUTS
LOIG SHORT COMM0D~- AUDITS/ CONTINGELICY

PROJECT CO1PONENTS TERM TA  TEIM TA CREDIT ITIES TRAINING GRANTS EVALUATIONS INFLATION TOTAL
I.A Low Productivity Group

Business Inefficiencies/Lack of

Skilled Managers/wWorkers

Garment Industry 480.0 480.0

kgribusiness Industry 660.0 669.)

Furniture Industry 300.0 300.9

Other Industries 120.0 120.0

Training of Trainers

In-plant support $8.0 180.0 234.0

Program Audit 80.0 89.0

IESC 300.0 303.0

Trade Promotion Program 340.0 330.9

Sub-Total 1,4440.0 420.0 8.0 180.0 340 .0 80.0 2,3518.90
I.B Low Productivity Group

tack of Linkages/Unreliable Supplies

Feeder Industries 180.C 150.0 87.0 22.5 33.5

NDF - feeder companies 300.0 300.9

Investment Pramotion Prog. 220.5 224.%

Sub-Total —180.0 ~ 150.0 300.0 57.0 225 220.5 J615.0
1I. Financial Market Deficiencies Group

Policy Studies 80.0 80.0

HDF (access for smll bus.) 600.0 60u.0

Sub-Total 80.0 600.0 vol.U
1II. Lack of Business Support Services

Spall Business Organization 120.0 130.0 50.0 75.0 310.0 6350

Improve Private Sec. Org. 240.0 75.0 0.0 210.0 575.u

public/Private Relations Prog. 80.0 > 30.4

Improve Public Sec. Org. 120.0 180.0 80.0 75.0 %50

olicy studies 40.0 RN

Privatization/Divest. 300.0 12.0 80.0 2.6

Sub-Total 540.0 670.0 205.0 212.0 oU0.U 2, 2270

Project Implementation 120.0 60.0 180.0

Evaluation and Audit 125.0 125.0

Jontingency/Inflation 310.0 316G

Sub-Total 120.0 60.0 125.0 310.0 615.0

GRAND TOTAL 2,280.0 1,320.0 900.0 410 414.5 1,160.5 205.0 310.0 - 7,000.0
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TABLE III - PROJECTED EXPENDITURES BY FISCAL YEAR

(Us$000)
FY 90 FY 91 FY 92 FY 93 FY 94 TOTAL
I.A Low Productivity Grou
Business inefficiencies/Lack Of
Skilled Managers/Workers g
Technical Assistance 240.0 525.0 550.0 520.0 1,835.0
Training 56.0 41.0 41.0 43.0 182.0
Commodities 14.5 14.5 14.5 14. 58.0
Program Audits 40.0 40.0 80.0
Trade Promotion 40.0 100.0 100.0 100.0 340.
SUb‘TOtal [} . . . ’ .
I.B Low Productivity Group
Lack of Linkages/Unreliable Supplies
Technical Assistance 20. 100.0 65.0 45.0 330.0
Training 7.5 7.5 7.5 22.5
Commodities 29.0 29.0 29.0 87.0
Credit 50.0 100.0 150.0 300.0
Investment Promotion 4.5 73.5 73.5 69.0 220.5
II. Financial Market Deficiencies Group
Studies 80.0 80.0
Credit 300.0 200.0 100.0 600.0
Sub-Total . 200.0 100.0 .
III. Lack of Business Support Services o
Technical Assistance 240.0 581.0 486.0 403.0 1,710.0
Training 6.0 81.0 63.0 62.0 212.0
Commodities 25.0 70.0 95.0 15.0 205.0
Marketing 50.0 50.0 100.0
Sub-Total 271.0 . . 480.0 221,
Project Implementation 90.0 60.0 30.0 180.0
Evaluation and Audit 25.0 50.0 50.0 125.0
Contingency/Inflation . 17 310.0 310.0
Sub-Total 90.0 85.0 30.0 ~ 360.0 ~ 50.0  615.0
GRAND TOTAL 1l,266.0 2,117.5 1,895.5 1,731.0 50.0 7,000.0
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D. Methods of Implementation & Financing

‘Table IV shows the methods of implementation and financing for the project and
all are in accordance with AID's preferred methods.

The two mejor entities implementing the project will be JAMPRO and NDF/J.
Both of these entities have recently had their internal control, accounting,
reporting and host country contracting capabilities reviewed by a local
chartered accounting firm. These reviews were made due to their involvement
with the Hurricane relief activities. NDF participated in the two hurricane
relief projects and while there were administrative weaknesses identified
under the first project, there performance under the second has been
adequate, JAMPRO is participating currently under the second hurricane
project and has had their systems under review with no major weaknesses
identified to date. In addition, the Mission is in the final stage of signing
a work order with a local chartered accounting firm to conduct a review of
their compliance, accounting and reporting, and contracting in implementing
the Technical Consultation and Training Grant. The firm will review their
local and offshore performance. Funds under this project will not be advance
to JAMPRO until the review is completed and all findings addressed by JAMPRO
management,

The project will have other sub-grantees and when identified, the Controller's
staff or local accounting firm will be contracted to conduct a review of their
capabilities to manage and account prior to releasing of funds. The project
has budgeted adequate funds to cover all anticipated audit requirements.

TABLE IV
METHODS OF IMPLEMENTATION & FINANCING
(US$000)
INPUT METIHOD OF IMPLEMENTATION FINANCING AMOUNT
Technical Assistance:
Long and Short Term TA HC Contract and Advance/Reimb. 2,280.0
AID Direct Contracts Direct Payment 1,320.0
Grant to IESC for TA AID Direct Contract Advance/Reimb. 300.0
Training HC Contract Advance/Reimb, 414.5
Commodities HC Contract Advance/Reimb. 410.0
Credit AID Grant Advance/Reimb. 900.0
Other Grants AID Direct or Advance/Reimb. 680.5
HC Contract (Direct Payment
if grant is made
to a profit-making
institution)
Program Audits AID Direct Contracts Direct Payment 80.0
Evaluation & Audit AID Direct Contract Direct Payment 125.0
Project Tmplementation AID Direct Contract Direct Payment 180.0
Contingency/Inflation —310.0

TOTAL -7,000.0
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III. Implementation and Monitoring Plan

A. Implementing Organizations

The Project will be implemented principally with the following Organizations:
JAMPRO, NDF/J, and IESC, Of thene, JAMPRO is the overall project implemention
and NDF/J is the main implementing sub-grantee. In addition to these )
principal implementing units, many other organizations will participate as
grantees or sub-grantees. These will include public and private sector
organizations, as well as private sector firms, selected by AID through open
competitions, either formal or informal.

The project desigr. team considered a number of Jamaican organizations to
participate in the implementation of the project. JAMPRO, IESC, NDF/J and the
PIOJ were selected as the most appropriate of these. Both JAMPRO and NDF/J
have recently had their internal control, accounting, reporting and host
country contracting capabilities reviewed by a local chartered accounting
firm. The most recent reviews, made in relation to these two entities’
involvement in Hurricane Gilbert relief activities, disclosed no major
weaknesses. The audit of NDF/J loan activities under the Emergency
Rehabilitation Project did disclose administrative weaknesses in accounting
and reporting on loan activities, but these problems have been addressed and
NDF/J 1s strengthening its administration.

A brief description of JAMPRO and NDF/J is shown below, with more detail
provided in the Institutional Analysis Section. A financial analysis of NDF/J
credit and technical services is included in the Financial analysis section of
this paper. PIOJ's role in the Project is that of a counterpart agency in
suggesting and evaluating policy study proposals.

1. JAMPRO

JAMPRO was selected as the main implementing agency for the technical
assistance, training and other non-financial project activities because of its
depth of experience in dealing with exports and promoting investments in
Jamaica. In addition, no other organization--private or public--could come
close to being able to play the type of role in the development and
implementation of policies affecting exports and investments in Jamaica.

JAMPRO is the government of Jamaica's economic development agency. It has
been created out of the merger of the Jamaica National Investment Promotion
Limited (JNIP), the Jamaica Industrial Development Corporation (JIDC) and the
Jamaica National Export Corporation (JNEC). Combining the services of all
three, JAMPRO is responsible for the development and implementation of
programs to encourage investment, provide training, modernize industries, and
stimulate export trade for Jamaica.

2. The Ratjonal Development Foundation of Jamaica (NDF/J)

The NDF/J was established on November 16, 1981, as a not-for-profit company
under Section 20 of the Companies Act of Jamaica. The main purpose of the
NDF/J is to encourage and promote the development of the private small
business sector of Jamaica. Its Goals are to:
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~-- agpsist in the growth and development of small businesses,
-- generate nation-wide employment opportunities, and

~- provide credit to persons engaged in amall businesses in order to
enable them to improve their purchasing and operating capacities.

The Foundation makes loans of up to J$500,000 to individuals and groups.

Loans of up to J$50,000 are handled through its first window operations, while
the second window serves cliente with greater demand. It is estimated that
small business projects supported by NDF/J have generated in excess of 6,400
Jobs.

3. IESC

IESC was selected to participate in the project on the basis of its
demonstrated capability and effective service delivery. IESC is represented
in Jamaica by a Managing Director vho is a retired senior U.S. executive,
Jamaican professional and 2 secretaries. Grants from USAID/Jamaica to IESC
during calendar years 1988 and 1989 have totalled US$185,000.

4. PIOJ

The Planning Institute of Jamaica was selected to participate in the project
by virtue of its role as the GOJ policy and planning coordination unit. EDIP
will work with PIOJ to plan and ccordinate policy studies and policy dialogue
efforts. USAID has a good working relationship with the PIOJ, and implements
several projects and sub-projects with them.

B. Project Implementation Arrangements with Participating Institutions:
JAMPRO, NDF/J, and IESC

1. Arrangements with JAMPRO

USAID/Jamalca will enter into a Grant Agreement with the GOJ/Ministry of
Finance, which will designate JAMPRO as its authorized representative. JAMPRO
will directly implement only certain elements of the project, with NDF/J, IESC
and other agencies implementing portions of project activities.

JAMPRO will be directly responsible for implementing the following activities:
(1) Technical assistance and training to address problems of low
productivity tracing back to business inetficiencies and a lack of
managers and skilled workers;
(2) Trade promotion activities to improve the marketing of Jamaican exports;

(3) Investment promotion efforts;

(4) Improvement of small business, private and public sector organizations;
and
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(5) Feeder industry support activities (with the assistance of NDF/J).

JAMPRO will be responsible for submitting an annual Implementation Plan to
earmark funds for those activities it proposes to implement, within the
categories listed above. This will not exhaust the funding available for
those activities. Funds not earmarked for JAMPRO will be directed towards
other qualified participating entities. USAID will be directly responsible
for overseeing the implementation of these additional activities, and will
seek the support and guidance of the Project Coordinating Committee (discussed
below) in allocating resources to them,

In order to obtain technical assistance, JAMPRO, in close coordination with
the USAID/J, will enter into host country contracts with consultants following
AID regulations. Training activities will be conducted at factory sites in
Jamaica and the U.S, -

To facilltate management, JAMPRO will utilize the Project Management Unit
(PMU) established under TC&TG Project and composed of three professional
JAMPRO employees. This PMU will oversee the day-to--day implementation of
JAMPRO's activities, which will include preparation of detailed scopes of work
and contracting of the technicians who will assist participating Jamaican
firms. Ihe contracts with both long term and short term technicians will be
prepared by JAMPRO personnel who have had extensive experience in drawing and
managing such contracts. As appropriate, the long term consultants will
assist the PMU in preparing scopes of work for the short term experts. In
addition, the PMU will be the main link on project implementation matters
between the USAID/Jamaica Project Officer and JAMPRO management. ''SAID may
finance technical assistance to assist the PMU carry out its monitoring
responsibiiities.

The Agreement with the GOJ will also include funding for project commodities,
training activities and studies, as detailed in Cost Estimates and Financial
Plan, Part VI,

2. Acvengeirents with NDF/J

As part of the Project, and with the concurrence of the JAMPRO, USAID/J will
earmark funds and enter into a Grant Agreement with NDF/J following Handbook
13 procedures to implement the small business credit portion of the project.
NDF/J will maintain a separate account for the AID-provided funds, which will
be used for loans meeting the eligibility criteria described earlier in the
paper.

3. Arrangements with the JESC

USAID/Jamaica will earmark funds and enter inte a Grant Agreement with IESC to
provide US$300,000 in grant funding to continue IESC activities during the
period 1991-1992. IESC will prepare an annual workplan laying out the
guidelines of how they will use these resources, with guidance on priority
sectors provided by the PCC. These priority areas will include: small
businesses, businesses entering production for export market, female-owned
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businesses, and those which would atimulate growth and employment in rural
areas, All agsistance will be provided to firms and organizations on a cost
sharing basis, with the recipient, USAID, and IESC sharing the costs of
volunteers. The recipient's contribution will be determined by IESC on the
basis of its ability to pay and expected benefits. IESC will meet on a
monthly basis with the Project Manager and/or PCC to report on its progress.

C. Project Management and Coordination

The project will be managed by the Private Enterprise Division of the USAID
Bconomic and Private Enterprise Office, which will assign a Project Manager to
coordinate day-to-day implementation activities. Technical assistance to
support the Mission's policy diulngue agenda development may be included. As
part of the project management and implementation process and in addition to
the PMU in JAMPRO, JAMPRO and USAID will establish a Joint Project
Coordinating Committee (PCC) composed of the USAID Project Manager, the
locally hired Project Coordinator assigned to the JAMPRO PMU, the overall
JAMPRO Project Officer, and a private sector representative having a broad
view of Jamaica's export and investment situation. The PCC will enlist, on a
case by case basis, the participation of other USAID/J offices and project
consultants to assist in addressing specific issues requiring expert
asgistance. A primary responsibility of the PCC will be to review, approve
and/or modify, as appropriate the yearly workplans to be prepared by the PMU.
In addition, the PCC will review specific feeder industry proposals against
establighed criteria and modify and interpret such criteria to assure
consistency with the attainment of the project purpose. In short, this
Committee will assure coordination of the activities under the various project
components, decide project priorities, allocate resources, recommend which
firms should be referred to NDF/J for financing needs and which ones to the
1ESC for specialized assistance, determine sub-grantees, review proposed
activities for environmental soundness, and provide overall project oversight.

The PCC will meet as often as necessary to review and approve the periodic
work plans prepared by the PMU. In addition, the PCC will ensure compliance
with Lautenberg/PD No, 71, environmental soundness, and other AID
requirements. Should there be a finding of potential adverse environmental
consequences, mitigation measures, full consideration and resolution of
tradeoffs will become conditions for approval.

The following list of actions outlines events from shortly after the
anticipated date of USAID/Jamaica approval of the Project Paper in March
1990. A detailed workplan will be prepared by the PMU, in concert with the
USAID Project Officer and project consultants.



- 33 -

TARGET
DAIE RESPONSIBILITY ACTION
March 1990 USAID, GOJ Sign Project Agreement. )
* April 1990 USAID, JAMPRO Establish Project Coordination
Committee (PCC).
- May 1990 USAID, JAMPRO, Negotiate and gign Grants,
NDF/J, 1ESC Cooperative Agreements and other
documents specifying the
commitments and responsibilities of
each party.
July 1990 USAID, JAMPRO Bid and sign Hoast Country
ongoing Contracts for technical assistance.
Sept. 1990 Contractors Initiate technical ssistance
' ongoing activities.
July 1990 NDF/J Initiate credit activities.
Oct. 1990 Contractor, Develop work plans andschedules
USAID, for technical assistance
JAMPRO activities to exporting firms.
As needed JAMPDO, Plan and procure commodities for
PMU the program.
USAID
March 1993 All Parties and Project Evaluation
Consultants
March 1994 PACD
D. \'4 [¢) o) an
1. \'d ons udits
~ The project will be evaluated towards the end of the third year of

implementation. This evaluation will look at both process and impact, and
will set the stage for any further work to be done in the sector.

The project will include an ongoing data collection and monitoring program, an
essential prerequisite for effective evaluations. The program is discussed in
detail in Section 2 below.

Specific concerns to be addressed ty the evaluation will be determined by the
Project Manager, technical assistunce team, and the Mission Evaluation



Officer, after interviews with the project's key information users. In
general, the evaluation will assess the following and make recommnendations as
needed:

0 Progress towards accomplishment of oucputs and purpose. (to
be viewed in reiation to elimination of constraints)

0 Effectiveness and relevance of project component
implementation:

0 (1) Role of JAMPRO; (2) Role of NDF/J; (3) The credit
activity; (4) Usefulness of the studies.

o Progress towvards suotaining project activities after project
completion,

Two internal program audits are planned to assess the effectiveness of the
technical assistance provided to firms and organizations. They will be short
term in nature, and be used to inform the PCC and USAID on the results of the
TA and provide guidance for future TA programming.

The program audits will have a broader concern than a typical financial
audit. They will look at cost effectiveness and efficiency in utilization of
regsources to achieve specific program objectives. They may also look at
alternative approaches to achieving a specific objective. The program audits
will complement the management information system and evaluations and will
provide greater justifications for modifications or possible termination of a
selected activity., Program audits will be initiated on an as needed basis
under the direction of the project management committee.

Funds have been budgeted for non-federal audits and/or payment verification
type reviews by local chartered accounting firms during the life of the
project. These will be contracted to local auditing firms. The first audit
may take place during the second half of the second year of the project. The
second audit will most likely be performed during the third year.

2. The Project Monitoring Plan

The Project Monitoring Plan is designed to ensure the timely generation of
performance data to inform decision-makers and evaluators, and to document
Project impact. It will serve as an early warning system to alert Project
management of any problems that need to be addressed.

The monitoring plan is designed as part of the Project's administrative
structure. This will not only increase the efficiency of data collection and
monitoring, but will also assist in building counterpart capacity in data
gathering and analysis to improve project planning and implementation.

The final design may require the assistance of outside expertise to refine key
indicators, and develop reporting mechanisms and data collection plans for the
overall project. This assistance is availgble from AID Washington or through
several IQC's already competed.
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A. Management of the Monitoring Function

The project monitoring function will be developed and administered by the PMU,
in concert and under the guidance of the USAID Project Manager and the PCC. The
PMU will design monitoring instruments, ensure the collection of relevant
information, train staff in participating organizations in the monitoring
process, supervise the implementation of the monitoring system in all entities,
and prepare periodic reports that consolidate and analyze monitoring
information. The PMU will coordinate early in the project with all important
narties, including the USAID direct hire project manager and appropriate people
in counterpart institutions, in order to define information needs and determine

collection methods.

Implementing the project monitoring system will be the responsibility of the
individual institutions engaged in the project: JAMPRO, IESC, NDF/J and the
PIOJ. These institutions will be responsible for the ongoing coilection and
processing of information. USAID will receive all the data and maintain the °
system for the project as a whole.

B. Desien and Development

The PMU will work with the USAID Project Manager and consultants to design the
monitoring system. They will develop the system as follows:

1. Identify priority information users and their needs.
2. Clarify (explicitly) Project goals, purposes, inputs and outputs.

3. Identify a) Xey variables or indicators that will be tracked and b) data
sources and collection methods that will be used.

4, Clarify counterpart support and involvement.

5. Develop feedback procedures, describing the flow of information from
data sources to managers, including data processing and analysis
requirements.

Implementation of the system will be decentralized among the participating
institutions, while overall management and analysis will be centralized in the
PMU, in concert with the USAID Project Manager. Support for automation of the
system may be provided under the project, if warranted.

C. Data Requirements

The monitoring system will require regular and systematic data collection on a
series of key indicators for the project. These will be further defined early
in the project during the design of the monitoring system. Gender-disaggregated
data will be required. The following list is illustrative of the types of
information which will be required, but is not comprehensive.



The PMU

o Baseline information on potential and current exporters collected
through interviews and surveys (e.g. products exported, volume of
exports, vhere exported, major problems and constraints to exporting).

o Evaluation and statistice for the training activities. All trainees
will evaluate the training sessions and the trainers. .

RDF/J Internal:

Number and amount of loans and greants
Number and amount of loans outstanding
Delinquency

Net margin; gross margin

Current value of export credit fund
Financial statements

(- - T - T - I - ]

NDF/J Client Information:

Identification data (name, address, type of business, etc.)
Assets

Income and expenses (export specific, if possidle)

Expenditures on intermediate goods imported for export purposes
Export revenues

Number of employees

JAMPRO

o Market information system based on client contacts/inquires (e.g.
pricing information, potential buyers, market studies, documentation,

transport, etc.)
0 Value of non-traditional and traditional export earnings by product

o Value of exports by firm

0Oo0o00O0OO0

1ESC
0 Cust sharing amounts
] Characteristics of clients
D. Reports

The PMU will produce quarterly monitoring reports for those activities it
manages and consolidate complete sets of current Project data. The reports will
include analyses of key data, sum up critical findings in the context of goals
and purposes, and identify recommendations for action.

V. Summary of Analvses

Summaries of project analyses follow.
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A. Technical Analvses

Four assessments identified constraints to private sector productivity and
developed cross-cutting solutions to mitigating constraints in an integrated
approach. This project links activities across a range of constraints.

1. Small Business Environment

The Small Business Assessment indicates that small businesses are highly
concentrated in labor intensive, final consumer oriented products and services,
such as agriculture, light manufacturing, construction of low income housing,
repairs and maintenance, personal care, tourist attraction, urban bus services,
fast food, entertainment and professional services. These small businesses
represent 26 percent of Jamaica's GDP. The services sector, however, continues
to capture the largest percentage of GDP at 70 percent of this amount.

On average, small businesses employ about 15 people in urban areas and seven in
rural areas. Almost 60 percent of urban firms are legally registered as limited
liability companies, while their rural counterparts tend to be informal
operations, with about 49 percent legally registered. Agriculture and
manufacturing companies are the oldest companies, averaging 11 years, with
tourism and services sectors belng the newest at three to four years and showing
the brightest future.

Investment costs for small businesses are prohibitive, ranging from J$271,000 to
J$742,000, excluding real estate. High investment costs are driven primarily by
inflation and the high cost of imported intermediary materials and component
parts characteristic of most manufacturing industries. This accounts for two
new structural trends in the small business sector: (1) tendency of new
entrepreneurs to invest in the low technology, less capital intensive services
sector and (2) expansion of existing businesses rather than establishment of new
enterprises because of attractive debt-equity ratios of old businesses.

The most notable feature of small businesses, however, is gender composition.
Women account for over 48 percent of principals in small businesses (but do not
necessarily take an active role), while they account for only 40 percent of the
employed work force. Many small businesses are dominated by women, i.e. garment
manufacturing, personal care services, and hospitality. Women will be major
beneficiaries as owners or employees, of project activities to assist small
businesses. Since many of these women head households (40 percent of all
households are headed by women) benefits accrue also to their children (about
four per woman) and other extended family members.

Generally, small businesses lack the resources and technology to ensure the
greatest productivity. Major constraints to small business development
include: wunavailability of credit and high collateral requirements, high
interest rates, low productivity, obsolete and antiquated plant and equipment,
shortage of trained managers and skilled labor, costs of transportation,
deteriorating infrastructure, and government red tape. The conclusions and
recommendations of the Small Business Assessment clearly identified several
areas to assist small businesses compete domestically and internationally.
Those areas include policy dialogue to remove discriminatory policies and red
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tape, institutional support for small business organizations and government
agencies, technical assistance to increase productivity, and training to enhance
skills.

2., Feeder Industries

The Feeder Industries Assessment was the most difficult to undertake for two
reasons. First, the concept was not immediately recognized by many businesses
already participating in feeder relationships. Second, there were no previous
studies of feeder industries; therefore, the consulting firm had to develop the
research methodology. The assessment indicates the importance of an integrated
approach to reducing constraints to business development.

Traditionally, agriculture has been the dominant sector in feeder industries.
Contract farming and similar arrangements that ensure secure supplies of raw
materials are the most recognizable form of a feeder industry arrangement. The
assessment estimated that over 1,000 firms are involved in feede¢r industries,
employ some 63,000 people, and have total sales of J$§1.5 billior. The most
prominent feeder sub-sectors are manufacturing, miscellaneous ¢+rvices,
financial intermediaries and commerce. Manufacturing records ti¢ higi.est sales
at J$47 million, while miscellaneous services earn the highect piroiiz: at J$56
million. :

Although these findings indicate that feeder industries are reis iverv lealthy
in Jamaica, feeder industry failures far outnumber successes, ~7upn thi 32
companies that are marginally successful are plagued with probiui, Pi'zary
problems are: poor training, insufficient capitalization, poor pl:cii-iz, and low
levels of technology. These companies often focus on short-tes: Mmvarupws rather
than long term gains., Consequently, agreements to ensure suppl’.s &re
unstructured. For example, contracts are broken if the supplyliyg codiarv is
able to get a better price for its product, leaving the Jjead companv without a
reliable source. Many feeder arrangements fail to provide the prefit incentive
that galvanizes backward and forward linkages becauss host firms (lead firms)
lack the capacity to provide technical assistance and credit to feeder firms.

The assessment recommends several measures to alleviate constraints:
reorganization of financial market to provide risk capital to businesses,
institutional support, and technical assistance to promote feeder industry
relationships.

3. Export Marketing Process

This assessment identified major constraints to exporters of non-traditional
products. The constraints are grouped into four broad categories: production,
finance, marketing and bureaucracy. Small, medium and large scale producers in
all sectors identified production constraints as the most important constraints,
followed closely by financial constraints.

Production constraints include: inadequate and unreliable supply of raw
materials, plant inefficiency and obsolescence, lack of spare parts, shortage of
skilled labor, high utility costs, and inadequate plant capacity. Difficult to
overcome, production constraints encourage inefficiencies and prevent economies
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of scale, The assessment recommended several solutions which would require
policy reforms including: reduction of import duties on equipment, price
increases of local raw materials, and tax holidays. In addition, the assessment
recommended creation of import free zones and export trading companies. Set
apide zones could facilitate availability of production inpute. The trading
companies could also provide bulk purchasing facilities, joint marketing.
arrangements and other activities to assist exporters.

Financial constraints are cross sectoral. Unavailability of credit,
particularly long term; high interest rates; delays in accessing foreign
exchange through the auction system; and high collateral requirements adversely
affect private sector exporters. Recommendations to relieve financial
constraints include establishment of retained foreign exchange accounts and
export tax credits.

Less important constraints are marketing and bureaucracy. Product promotion is
costly and lacks the follow-through of post-purchase servicing. In addition,
exporters are often unaware of the characteristics of foreign markets and
therefore, are unable to capture market niches. Bureaucratic red tape creates
unnecessary delays and increases costs, Delays in customs clearance, excessive
documentation, and the plethora of government agencies involved in exports also
discourage exporters and increase costs,

Based on a combination of factors, such as export performance over the past five
years, comparative advantage and value added, the sub-sectors identified with
the most growth potential include: processed foods and beverages, fresh
produce, tobacco, industrial minerals, chemicals, furniture, electronics,
garments, printing and packaging, horticulture and tourism.

4. Financjal Markets

The Financial Markets Assessment examined three areas of financial market
development: the banking system, capital market, and private enterprise
development, The financial sector acts as an intermediary between entrepreneurs
seeking risk capital and investors seeking opportunities.

Many countries have established development banks to finance risk capital, and
Jamaica's experience is mixed. Following poor management and other problems,
the Jamaica Development Bank, which provided venture capital to local
entrepreneurs, was restructured into the National Development Bank (NDB). NDB's
risk averse philosophy eliminated the "venture" capital element by operating
through commercial banks which use their own criteria for loans. The
restructuring, therefore, has negated the original concept of development
banking and closed this particular bank's window of risk capital.

Jamaica's banking system demonstrates a high level of professionalism and is
well regarded. However, a number of problems are evident in regard to deposit
and lending operations. The principal deposit gathering institutions capture
far more resources than they lend. Rates of return on some businesses are
considerably lower than the savings deposit rate. Savings deposits in
commercial banks earn 18 percent, and inflation is about 14 percent, resulting
in a real positive return to savers of four to five percent.
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The capital markets are more limiting than the banking system. Jamaica's stock
exchange is controlled by an oligopoly who have steadfastly refused to open the
exchange beyond the current eight members. The lack of public confidence in the
exchange is supported by the perception that the market is dominated by
insiders. Forty companies are currently registered on the exchange, and a
limited number of instruments are traded. More companies should be registered

to broaden the base.

B. Financial Analysis

A project of this structure, where AID finances a portion of initial costs of a
variety of activities for different organizations, is not susceptible to
traditional financial analysis. However, a financial analysis of EDIP support
for the NDF and an explanation of the financial effect of EDIP assistance on
JAMPRO, is contained in Annex G.4. Project inputs will, in some cases, be
single activities such as studies of alternative foreign exchange mechanisms,
where AID resources pay part of the costs. In other activities, such as the
feeder industry component, both AID and private companies will develop pilot
efforts to undertake new methods of doing business, which in the long run must
provide an adequate return to private sector investors who continue or replicate
the project component.

An important principle of most project components is cost sharing, where AID and
other organizations share costs of specific activities. Another important
principle is the requirement for business plans to achieve financial
self-sufficiency within a reasonable period of time for many recipients of
project funds.

C. Economic Analysis

Annex G. 3 contains the economic analysis which contains a benefit-cost analysis
of the activities proposed under the project. Based on an analysis of the value
added in manufacturing, it is concluded that the project's hypothetical benefits
exceed discounted proiect costs by a ratio of about 2 to 1,

D. Social Soundness Analvsis

The social soundness analysis, presented in Annex G. 6, examines the impact
of the project on Jamaican society, and concludes that it will have significant
positive impact on traditionally disadvantaged groups. The urban urnemployed
population, which includes a high propotion of women, is expected to benefit
greatly from project-financed activities.

E. v t s

An Initial Environmental Examination was carried out at the PID stage of the
project which yielded a Negative Determination. LAC-IEE-89-10 Environmental
Threshold Decision was subsequently issued by the Chief Environmental
Officer/LAC James Hester concurring in the Negative Determination with the
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condition that the P detail the environmental review process of supported
activities pursuant to environmental soundness. AID/W subsequently issued 89
STATE 281362 which removed the conditionality. 8ee Annex G.3 for the
Environmental Threshold Decigion and cable from AID/VW.

F. Institutional Analveis

Annex G. 6, the Institutional Analysis reviews the rationale for selecting
JAMPRO and NDF as the principal implementing agencies for EDIP.

V. Conditions and Covenants

USAID will sign a standard Project Grant Agreement with the Ministry of
Finance, with JAMPRO designated as implementing agency. The PROAG will
contain the standard condition precedent regarding the statement of authorized
representatives., A standard covenant on evaluation will be included. In
addition, the Project Agreement will contain a clause prohibiting the lending
of funds to policy making and management officials of the National Development
Foundation of Jamaica (NDF/J) and Jamaica Promotion Limited (JAMPRO), officers
and management staff of firms auditing the NDF/J and JAMPRO and members of the
immediate families (parents, brothers, sisters and children) of the above
individuals.

The Project Agreement will contain a Condition Precedent stating that prior to
disbursment of funds to NDF/J, NDF/J will submit to AID a financial analysis,
acceptable to AID, demonstrating its plan to achieve financial self-
sustainability.
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LINKING TER SMPLEMENTAZION OF DIPPERENT PROJEBCS
COMPONINTS RAVE NOT YE? DBEN DEVELCPED, AS A CENIRAL
PRINCIFLE, NO ORGANIZATION SBOULD 33 USBD SIMPLY AS A
PASS TEROUCE POR OPLIGATING FUNDS., JAMPRO OR ANY OTEER
IMPLBMENTING AGENCY SECOLD BAVE A SUBSTANTIVE ROLF 2C
PLAY 3N TBB PROJ3CT. TER MISSION, TEERBYOKE, VILL
CLEARLY DEIAIL TEE LINES OF RESPONSIDILITIES IN I1BZ2 PP.

D) CRBD1T TEE MISSION REPRESENTATIVE EIPLAINED THAT IT
33 PROPOSEL UADER TER PROJECT 7C BSTABLISE A
NOT-FOR-PROFIT VINTURE CAPITAL COMPANY TO PE MANAGED 31
REBPRESENTATIVES OF NGOS. TBAT COMPANY VOULD BR FINANCED
bY AN A.1.D. GRANT AND BY PRIVATR CONTRIBUTIONS AND
YOULD MACE FQUITY INVESTMENTS IN SMALL BUSINESSES. 1IN
ADPDITION, CREDIT FOR SELECTED PRIVAZYS SECPOR BDSIKXSSES

ONCLASSISIED STATE R1€33R/¢e
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SOULD 3L FROVIDAD TBROUGE SUP-GEANTS bY T4l YISEION 0¥
DY JAMPKO UNIER AN UMDKELLA AGREBEBMENT SIGNLT WwITP TBE
COJ POk TBY OVERAIL CRANI. A.1.D. BAS SAD riiIl
LIPEBRIENCE oJTE VYLATORY CAPITAL PRFORTS FOR OANILLS
RAASONS INLLULING ThEIR CCNFCAMANCE WITE LOCAL LAV, ¢
INEXPERTINCT OF TERIF VANASEMENT, AND SMALL O
MCN=L11STENT MARSETS FOR TUTURs SAle OF BQOITY. 132
MCI=DCP=FhCH T LONCEFT pAISES CUESTICNS CF TE: INCENTIV
DOR OMAEFS AND INVESTCES PARTICIPATION, 2.1.L. ErE 18
BAD PROBLEMS WEEN IT IS A.1.D. TPAT IECITFS WBICE FAcIT
18 1C haCRLIVE FINANCIAL ASSISTANCE.

DBCISION: ALTRCUGE A.1.T. 1S NCT LESALLY PRCZI®ITR:
FKOM PROVILING GRANTS JCR TEX PROFIT MALINC FRIVATE
$BCTOR, A.1.D.°S PINANCIAL MAPEETS DEVELOPMENT POLICY
YAVORS LOAN FINANCING A1 MARSET RATES OF INTERBST POR

SUCE ENTITIES. 17 FJINAL PROJBCT DRSIGN INCLUDIES
PROVIDING JFUNDS ON & GRANT 3AS1S T0 SUCB ENTERPRISES,

ANALYSIS IN TBX FROJICT PAPIR SBOULD SBOW VEY GRANT
FINANCING IS JUSTIFIED. 12X VENTUKE CAFITAL YUNDING IS
PLANNED TEE PP ANALYSIS SBOULD SBOV VBY RQUITY
SNVASTVMENT RATEER THAN CRIDIT 1§ NEEBDED AND SEOOLD
DEMONSTRATE TEAT A VENTURE CAPITAL COMPANY IS FEASISL)
AND LEGAL IN JAMAICA. PRICR TO INCLODING A VINTURE
CAPITAL ACTIVITY IN TBE PROJECT, MISSION SBOULD REVIEY
A+s1.D.’S BIFERIEACE VITE SUCB ACTIVITIES INCLUDING:
BIAMP RDO/C; BANLX AND CINDL - COSTA RICA; FUSADIS -
3L SALVADUR; CAIC RDO/Ci AND BUSINESS VENTOUR)
PROMOTIONS = THAJLAND. TPTINALLY, ‘17 IS PREFPERABLE POR AN
APPROEFRIATE INTEEMEDIARY ORGANIZATION TO DBTERMINE VBICE
PRIVASE SBCTOR BNTEBAPRISES RBCEIVE TINANCING. I3
PROJECT PAPER SROULD IRDICATE BOV SUCE AN INTERMEDIARY
¥ILl OPERATE, -TNX CBRITERIA %20 D3 USEE In ALLOCATING
JUNDS, AND TER MBCEANISM FOR MONITORING PERFOAMANCR. 17
PINAL D3SIcH INSTEAD PROVIDES ZOR M1SSI0M 20 DETREMIAB
JUNDING RECIPIEINTS THI FF SBOULD FROVIDE SIMILAR
;:1OIHA!!ON AS VELL A8 TBY JUSTIPICATION POR NOT USINS
286338
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AN INTAAPELIARY.

* B) TELECATICN OF AUISCRI¥Y: IN CONSIDERING THE

P15S5ION’D> RLIQOEET 1C AUT5Cl2a AND AFPROVY THu RIIF
JAUJECT IN ThE 2ILLD, TEI DALRC CONSILERREL, AFONSG 07
PCINTE, TEo CCWFLFRITY CF 1%T PRCCECT AND A 3., CF
POLILY 14SULS.,

LeCiSICN:  THE LAIC APPROVES TFZ PIC BUT TEY PRCJT(T ‘
bAPMA PuST BX SUBMITTEC TO AID/V DCR RaVIZs ANZ
AOTBORIZATION,

CNDMKSTANIING: THI DATC AGKEED TEAT A REFRISINTATIVY CF
LAC/PSA OK A COMSULTANT, MUTUALLY SELECTEE BY AID/¥ AND
S8) MISSION, WITE RIPBRIBNCE IN VENTURE CAPITAL AND

PRIVATE TNTERPAISE CEVELOPMENT IN BBE LAC RESION, WOULD '
PARTICIPATY IN THE DEVELOPMENT OF 3EE PP. DY PLANS !
VILL B3 THE SUBJECY OF SLPTELS;

4. PPC/POPR RBQUES/BD THAT THI FINANCIAL MARKITS
ASSBSSMEINT NOW UNDEKVAY CONSIDER A NUMBIR OF ISSURS, IN
ESSENCD, TEBSE 15SURS TRACC TB2 POINTS NOTED ABOVEI AND
NBRL 10 DB ADDRRSSED IN TER PP, BUT DC NCT ALL RIQUIAX
VORE )Y TARZ CONTRACTED PINANCIAL MARIETS TEAM, MEMO
20N NEKAL TANK OF PPC DISCUSSING TEBSE 1SSUES EAS BERIN
:;XID 50 MISSION SEULT2

06336
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ACTION: AID-2 INFO: CHARIT’ ECON

V2CZCK00451 03~0CT=-99 TOR:t 11157
RR R"EHEG ON1 42944
DL RUEHC »#5797/31 2752229 £oed: AID
ZNR JUUDU 221 DIST: AID
R 0222057 J5CT 99 ADD:

PM SECSTATE dASY9DC
TO AMEMBASSY KINGSTON 304¢
BT

FILE

JUNCLAS SECTION 31 JF 24 STATT 315737

e CTION COPY

SEEKING CLARIFICATION OF T3%® PROJECT’S PNRPISF, MISSIOW

"REPRESENTATIVES CONFIRMED THAT IT ¥AS T9 INSRTASF

ELPORTS AND DIVERSIFY INVESTMENTS, MISSION
REPRZSTNTATIVES AGREED YukT VON-TRADITIINAL EXP0°7T
GROWTH AAD BTEN SIINIPICANBUTRAT TVERE 48S A qNOEN
POTENTIAL FOR SUBSANTIALLY INCREASED FKPORS IF
CONSTRAINTS ZO0JLD BF REMOVEN, SMALL RUSINTSSES AR
TBOUGHTO SIGNIFICANLY CONIRIBT® TO RKPORTS AND
REPRESENT A DYNAMIC SJOURC® OF ADDITIONAL EMPLOYYTNT
GINFRATION, -

B) INSITJTIONAL LINsAG® = DUIING INENSIVE MISSIIN
REVIEW, THE NFED T) TRAIN SCKILUED aAND SEMT=SKILFM
WORKERS PAS EXAMINED, THR MJISSION NISCSXAFED NO NTED FN2
1E1S TYPE OF TRAINING UNDER THIS PROJES™, °riIsINg
PROGRAMS IN JAMAICA PROVID® SUCH TRAINING, SOME OF #3]ng
DO NIT MEET T39S REQUIREMENTS OF THE LOCAL JO® MARCET,

INCLASSTIFI®D STAT® 315737/

e

ACTION TAKEN o/
E.0, 123583 N/A - M ) AY
TAGS: o, ) o7
SUBJECT: EXRORT DEVELOPMENAND INVESTMENT PROMITION
PROJECT (EDIP) PP (532-7135) '

1, SUMMARY: THE DAEC FOR TFF EDIP PROJEAT PAPFR Wi& DATS RECE

¥ELD ON 8/23-23/89, THE OROJE.T PROPOSED SEVFERA? ___..Zglh
INNOVATIVE INITIATIVES AS WELL AS TOLLOW-IN FUNDING FOR | aomo ormch:
PROVEN ACTIVITIES T0 SUPPORT PRIVATF SECTOR DEVFLOPMFNT, | orPED
PARTICULARLY IN THE EXPORT SECTIR. 1T WAS CONCLUDED PO TO!

TEAT THE PP AS PRESENTED REQVIRED ADDITIONAL ANALYSTS T)

VALIDATE THE PP’S ASSERTIOVS OF PROJECT FEASIRILITY DM.- ARDO
PRIOR TO AUTHORIZATION. JALS) #AS DECIDED THAT T4F poin”  OHNP
AMOUNT OF THE INITIAL AUTEO®IZATION AND LOP 4O7LD OF CIEP ~ ORHR
REDUCED T2 BEITER RFFLECT TET PILOT NATURE OF SEVERAL OF | apos . ored
TEE ACTIVITIES AND THE RECIINIZED PROBABILITY Toa? oast oo
ACTIVITIES UNDER THE PROPOSEM PROJECT #3JLD BAVF T0 BE

ADJUSTED TO REFLECT INITIAL IMPLEMENTATION ETPERIENC®, i RHUDS
TEE LAC BOREAT DFLEGATES AU®ORITY TO T9F® FIELD 79 ONT . RP.
APPROVY THE PP SUBJEZT T0 TH® MODIFICATIONS OUTLINED 1N

PARAGRAPH 3 BELOW. END SUMMARY, BUB BY!

2, POINTS OF DISCUSSION: AT TIF ISSUEC MEETING HWLD ON | acwoms
8/24/83 ASREEMENT dAS REACHED OV TPF FOLLOYIN3 PAINS: ) 7477
A) PROBLEM DEFINITION - IN RFSPONSE T2 A 2IESION /o349
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FOR MANY SKILLS, FIRMS IN TBY® INMNOUSTRY PRFYFP TO TRAIN
THEIR OWN EMPLOYERES,

C) CAPABILITY/CAPACITY =~ ROTH JAMPRO AND ND®™ HAVF
UNDFRIONE RECENT FINANCIAL ASSESSVENS PY CPA FlQvs,
MISSION RRPRESENTATIVES STATED TRAT THEY 9aUX¥ RAD YFARS
OF EXPEBRIENCE VITH BOTH, THEY BELIEVED THAT WSHID’S
FXPERIENCE CONFIRMS AND TEE HENCENT ASSPSSMENTS INDICITE
PHAT BOTH ORGANIZAPTIONS RAV® THE CAPABILIY Th IMPLVMENT
THE PLANNED PROJECT. THL QUFSTION 9P THE CAPABITITY AND
CAPACITY OF T9L IMPLEMENTING ORJANTZATIONS #AS FJRTHAFR
CONSIDERED AT THE DAWC, TH™ RESULTING DECISION AND
SUIDANCE ARE NOTED IN PARAGRAPH 3 RELOWV,

D) JAMPRO INVOLVEVMENT IN ARTAS MORYT APPROPRIATE FOR THF

. PRIVATE SECTOR < A MAJOR ARSA OF CONCERN AT TRF REVIEM
<"WAS THE EXPORT PROvMOTION ACTIVITY, - MINIMAL FUNDS WILL

GO0 T0 JAMPRO FOR TRIS. USAID’S POLICY DIALNGJE
ENCOURAJES THE PRIVATIZATION OF JAMPRO’S ACTIVITIFS.
JAMPRO ITSELF, VITE ITS PRIVATY SECTOR’ BOARD CHAIRMAN
AND PREDOMINANT PRIVATE SECTOR ROARD, IS A 20”SOLIDATION
OF THREE GOVERNMENY A3ENCIES, WAI1CH MEASURARLYT INJREASED
THE EFFICIENCT AND REDJICED TYE COST OF JAMPR0D 82"IVITIFS.

E) SELF=-SUSTAINARILITY = T°% QUESION AAS RAISTN ON
WHEBER IT WAS REALISTIC TO EXPECT TEAT SMALL BUSINRSS
ORGANIZATIONS #RICH WOJLD PROTINDE THF SERVICES JNENDED
COULD EVER BE SELF-SJSTAINING, IT ¥AS POINTFD OUTOAT
ALTBOUGH SELF-SUSTAINING ORGANTZATIONS JF TRIS TYPF ARE
NOT THE NIRM IN LD?°S, MANY STCCESSFUL EXAMPL®® EXIST

BLSEVHERE PRIVISION JF A PLAN TO ATTAIN
SELF-SUFFICIENCY BY EACH ORGANIZATION SELECTED TO
PARTICIPATE IS A PREREQUISITE TO PROJRCT FPINANCING,

TEESE PLANS AR® 70 BE CAREFULLY RFVIEANFD AT T9¥ MISSION,

¥) PROYOTION TRIPS (APPROPRIATENESS OF COSSWARING) -

MISSION REPRESENTATIVES CONFIRMED THAT INVESTMINT
PROMOTION TRIPS #4ILL ONLY BT MADF TO EVENS SUCYT S
TRADE PAIRS. ALTHIUGHE THE PROJECT WILL FUND PER DIRM,

PRIVATE FIRMS WILL PAY FOR TIAVEL AND OT3IER C0SS
ASSOCIATED ¥YTE TRIPS, ,

¢) . SEC-TiPE BODY = IN RESPONSE PO A LJPLTION ON
YHETHER THE PROJECT wOULD PAY FOR SALARI®S OF
PROFESSIONALS AND RECURRENT COSS POR THIS JRGANIIATION,

MISSION REPRRSENTATIVES SATFD TIAT PLANS ARF TO PaY
ONLY FOR THE SALARIES OF PWO PROFESSIONaLS FOR TE® FIRST
T4) YEARS OF THE PROJECT. TPIS COMPINENT WAS FYSVINED

FURTHER DJRIN3 TYE DAFC (SET PARA 3R(e) BELDY),
B) CREDIT (SATIS OF NDF AND A,1.D,°S RIL® 1IN
BT

#5737
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SUB~LOANS) =~ NDF, WEICH WILL ON-L®ND T3F PuNDS 10
DESEAVING TIR4S, IS AN FSABLISHED 9R3ANIZATION TRAT WAS
RECEIVED PREVIODS JRANTS FROM A.1.D. PROCEDUR®S AND
ACCOUNTABILITY ALREADY RAVE RREN ESABLISHEN, MISSINN
REPRESENTATIVES CONFIRMED TtAT USAID/JAMAICA wILL NOT
APPROVE EACY SUR=LOAN.

3. DAEC REVIEwW: [W) CATE3JORIES OF ISSUES ¥ERE RAISED
DURING TYE DAEC: 1) T3F ADEQJIACY OF T9F YrRINUS
TECHNICAL ANALYSES UNDRRIYINT THE PROJFCT DESIGN AND
REQUESTED AUTEORIZATION MND 2) SPECIFIC ISSTRS RELATFD -
TO INDIVIDUAL PROJECT COMPONFNTS. 1T #AS CONZLIDED THUAT
THE PP DID NOT PROVIDE AN ADEQJATE BASIS POR PHOJECT
AUTHORIZATION AND #OULD REQUIRW MODIFICATION. TRP
FOLLOWING OUTLINES THE AREAS IN WRHICH MOILCIFICATIONS T)

~THE PP ARE REQUIRED.i ‘o

A. PROJECT ANALYSES: ’

1) TFINANCIAL ANALYSIS - THE ©P“S FINANCIAL ANALYSIS
ASSFRTS THAT IGE PROJECT IS NOT SUSCEPTIRLE 1)
TRADITIONAL FINANCIAL ANALYSIS., WHILE THIS CONCIUSION
MAY BE REASONABLE FOR SOME PROJECT ACTIVITIFS (S1nu S
SPECIFIC FEASIBILITY STUDIRS), OTHFR COMPONENTS CLVARLY
REQUIRE SEPARATE ANALYSIS, IN PART T9 REAGCR CONZLISIONS
ABOUT SUSAINABILITY. TRIS IS TRUE PARTINUIARLY FOR
TEOSY ACTIVITIES T) BE IMPLEVENTED BY EXISIN:

INSTITUTIONS WRICH ARE PLANNED TO BE ETPANDED UNDER TdF
PROJECT, E,G., THE NATIONAL DEVELOIPVMENT FOUNDATION (NDF)
AND JAMPRO. T3F PP’S CONGLISION THAT TEE NDP CAN
SUSTAIN SMALL BUSIN®SS LENDING FOLLOWING ®ROJFCT
COMPLETION VITE THF CAPITAL PROVIDED BY THE A.I1.D. GRAN

1S UNSUPPORTED. IN THE CASE OF !AMPROiTTHE RFCORRENT

COSOF ITS OPERATIONS NOW AND AS A RESULT OF *“HE
EXPANSION UNDER THE PROJECT ARFT UNSATED, MAKING IT
DIFFICULT FOR THF MISSION OR PH® GOJ TO CONCLTDE THAT
ITS PUTURE COSTS CAN BE OR S3IDULD BE ABSORBED BY TRE 69J.

IN THE REVISED PP, THE MISSION SHOULD DISAGIREGATE TRF
FINANCIAL ANALYSIS SESTION OF TdEP PP, AND TUNDURTAKT TRE
APPROPRIATE ANALYSIS FOR T30SE ACTIVITIES WoICH NOIMALLY
REQUIRE THIS ANALYSIS. TFOR EXAVPL®, IN IEE CASE OF THF
NDF, A CASE FLIW PROJECTION SHOULD BE PREPARED,
DEMONSRATING THAT THE NDF CAN CONINU® IS LENDIWNS
OPBRATIONS IN THE FUURE WITHOUT ADDITIONAL A,.1.D,
ASSISANCE.

2) INSTITUTIONAL ANALYSIS -~ THF JANJARY 1923 PID
APPROVAL CABLE ASKED T3IF MISSION TC CEVIFW AND ADDRFSS
TEE ABSORPTIVE CAPACITI®S AND CAPABILITITS AF ™pF
VARIJDUS TVPLEVMENTINS AGENCIES, NO INSITUTIONSY
ANALYSIS IS PR)OVIDED IN TiE PP, THTREFORE, IT IS
DIFFICULT TO DETFRMINE JHFTEER I®E MOST ERFECTIV® AMD
EFFICIENT ALTERNATIVES FOR ASSISNING IVPLEMBNATION
RESPONSIBILITIES TO JAMPRO, NDF AND USAID/JAMAIC® RAVE
BEEN EXAMINED. AN ASSESSMENOF ANY AODITIONALLY

UNCLASSIFIFD STAT® 315737/92
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IDENITIED IMPLFMENINT AJENSY (INCUIUDING NI®J) SRIILM
BE INCL"DED,

3) PROJE3T MANAJEVENT/MONITORING = A NTLEACFR
PRESENATION OF THE VARIOUS ROLFS AND RESPONSIRILITIE

OF EACH IMPLEVRNTING ASENTY (FNR EACH COMPONFNT) SHO 'L“
BFE PROVIDED, FOR INSANIE, WPAT IS8 TH® MISSION’S
RELATIONSAIP #1TH JAMPRO? HOW WILL TAF PRJJECT
COMMITTEE OPERATE? W9AT ARE PROGRAM AJDITS AND TOFIR
ROLE IN PROJECT MANAGEMENT AND FVALUATION? IT WOULD mv¥
OSEFUL TO PROVIDE A MATRIX OF TYE CATFGIRIES OF
GRANS/SUBIRANTS AND CONTRACTS BY PROYECT COMPONENT T“

INDICATE THE TYPE OF AGRPEMENT/SUBAGREEMENT ANT PROPOSED

PARTIES TO T9E AJREEMENT(S).

4) cuwuxon PLAN - MISSION REPRESENTATIVRS
CHARACTERIZED THE PROJECT AS BRING QJITE MARKPTDRIVFEN
UNQUOTE, ALLOWING SUFPIZIENT FLEXIRILITY AND LACKX OF
UP~FRONT SPECIFICITY IO PERMIT THE PROJECT ACTIVITIES 70

RESPOND TO OPPORTUNITIES OR DROP COMPONWNS WFICR

FALTER. KEY TJ THIS APPROACHS TO DESIZN IS THE PLANNFD
PROJECT MANAGEMENT INFORMATION SYSTEM (MIS), VYHILY® T4F
PP RECOINIZES ITS IMPORTANCE, NO SYSEM #AS DPRSCRIETD,

OR APPRIACH TO PUTTING IT IN PLACE, THE REVISED PP
SHOULD CONTAIN THIS PLAN, INTLIDING A DESCRI®TION OF TiF
MANAGEMENT INFORMATION SYST®M, AND THE ROL® OF PROGRAM
AUDITS. TRE RELATIONSRIP BFTWEEN THE MIS AND THE DATA

NEEDED TO ASSESS OUTPUAND PUAPOS®-LEVRL ACEIFTVEVENT
ALS) SBOULD BE DESTRIBED,

B, 1SSUES BY ACTIVITY:

1) 1IESC - A NOMBTR OF QJTIFSTIONS RFMAIN JINANSPERED

UNDER TH1S COMPONENT. ROJ #1LL MISSION MANATI®/MON]TOR
TH1S ELEMENT? WBD WILL APPROVE SUB “RANTS? THE vISSION
MAY WISH TO CONSIDER INCLOUDING 1FSC AS A SFPARATE FRINT

COMPONENT UNLFSS TRE PLAY 1S FAR JAMPRO TO SIGN TRF
g%AN(ASSUWING TBAT JAMPRO WILL HAVE A SOBSANTIVE ROLE

#5797
NNNN
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IN MANAGING THE IESC COVMPONENT), THE SOMCRPT OF 306
SHARIN? S40ULD BE MORL CLEARLY DEFINED, A JENERM
STATEMENT OF IESC’S CIRREMT APPROACH ANMN IN PAPTICULAR
THOSE ELEMENS wHICH WILL BE INCORPORATED NNFR T3F
PROPOSED GRANT SHOJLD BE INCLUDED (*,G., MINIM'™ Cacy
CONTRIBUTION: GRADJATED SCAL™ OF INC2FASED USYR €£IST),
SPESIFIC SELESTION SRITHRIA S90JLD ®F OUTLINFN IV TAF
REVISED PP, OR DEFINED IN THE AGREEMENT WITH ITSC.

2) FFEDER INDUSTRY - AS A PILOT FFFORT IN A NWJ AR™A,
THE BUREAY RECO3NIZES THAT A DETAITLED DFSCRIPTION OF
THIS COMPONENT IS NOT REASINABLY AT TAIS TIVF, - 9IWEVER,
THE PP SHOULD MORE CARPFULLY OUTLIN® THE SRLECTION
PROCESS FOR THE FIRST OF THE FEEDER INDUSRY ACTIVITIES,
INCLUDING Tag ROLES OF JAMPRO AND TAF MISSION,
ANTICIPATED SELECTION CRITERIA (PARTICULARLY THF
PRINCIPLE OF COST SHARING), HOW TAE IRANT WILL B®
MONITORED AND BY WAOM, HOd TRE OBJECTIVF OF ACRIFVING A
SPREAD EFFECT wILL BE IMPLEMENTED AND TEE ROLF OF THE
NDF LOAN FUND. THOSFT SPECIFIC AREAS T0 BE FUNDED wIvH
A.I.D. SRANT FUNDS SROULD BE DEFINFTD CONSISFNT VITH
A.1.D. POLICY, THE INITIAL PROJFST AUHORI?ATION SHOULD
LIMIT TEE PROJECT IO FUNDING ONE COMPRITIVELY SELECTFD
FEEDER INDUSTRY ACTIVITY,

M

3) INVESTMENT PROYITION - THAIS COMPONFNT NFEDS T0 BF

DEVELOPED FURTHER, WRAT IS THE CRITERIA (IN GF™NFPAL)

: FOR SELECTIN3 JJINVENURE PARTNERS? WHAT BAS REEN THE
JAMAICAN JOINT VENTJRE FXPERIENCE IN TYE PAS? WOAT IS

MISSION’S APPROVAL ROLE (IF ANY)?

4) STOCK EXCHANGE = ONTIL THEYRF IS A POLICY aN® ...
POLITICAL DECISION TJ OPEN ACCFSS 7O TE® E{CHWANGT,
CONSIDERATION JF POSSIBLE ASSISANIE TO TAR STOCK
EXCEANGE IS PREMATIRE, THF REVISED PP, TAFRFFNRF,
SEJULD BE LIMITED TO CONSIDERATION OF ASSISANC® T0 HFL®
GUIDE THE GOJ IN TEE JDPTIONS T7 RE CONSIDERED FOQ
RESTRUCTURING THBE EXCHANGF, DEFINING AND AUTHORIZING
ASSISANCE TO IMPLEMENT CHBANGES IN THY SOCK BXCHANGE
SHOULD BE LEFT T30 A FUURE AMFPNDVMENT OF TYIS PROJECT OR
A NEV PROJECT,

5) OTHER COMPONFNTS - FOR THF ASTIVITIFS INVOLVING
SMALL BUSINESS SUPPORT, PRIVAT®™ SECTIR ORIANIZATIONS,
_AND PUBLIC SEJTOR ORTANIZATIONS, TRT FOLLOWINTG AREAS
SHOULD BE INCLJDFD IN TBE REVISED PP: THEF SELECTION
CRIERIA TO BE FOLLOWED; A DESCRIPTION OF THE P°)CESS
FOR SELECTION AND I“PLEMENTATION MONITORING (VRO WILL
PARTICIPATE, #HD 4ILL MAKE THE FINAL DFCISION ON
SELECTION, HOY WILL TR® PRINCIPLE OF COST BE APPLIED 10
TRE PRIVATE SECTOR ENITIES), THWSF ¢CTITITIRS, _
PARTICULARLY THOSE INVILVINT TRE PRIVATE SECT"%, ALSO
ARE PILOT INITIATIVES WHOSF POTENTIAL FOR ~“JN2IBUTING
TO THE PROJECT PURPOSE REMAINS TO ®F DTMONS®4TEN, TFOR
THAT REASON, THE REVISED PP SHOJLD LIVMIT THE F'WDINS
AUTBEORIZED FOR THOSE ACTIVITIES PENDING DFPMONSRATION JF

UNCLASSIFISD STATE 315737/03
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THEIR IMPORTANCE AND VIABILITY,

8) LOJICAL FRAMEWIRL ~ A NUM®IR OF OUTPUTS PRFSENED

IN TRE LO3 FRAME MATRIK DO NOT SYEM T0 APDRESS DIREATLY
AND SPRECIFICALLY THE STATED PURPOS® OF INCRFASING
EXPORTS AND DIVERSIFYINI INVESTMENTS, - POR EXAMPLE, HOV
DOES THY REDUCTION IN THE 813°S BIDGFT DFPICIT DIRFPCTLY
ADDRESS THE PROJECT’S PURPISE? 'THE RELATIONSHIP OF THIS
OUTPUT TO THY PJRPOSF IS DIFFITILT TO DETERMINF SINCYF I7T
¢AS NOT DISCUSSED IN THFT NARRATIVE. THE PP SUGGW®STS AN
INTERRELATED #%B OF ACTIVITIES T ADDRESS AN

INFRRELATED SET OF CONSRAINS. TBE OJTRUTS OF THET L0%
FRAME S8O0LD, TRERETIRE, BE REFORMULATED TO FORv AN
INEGRATED SBT OF ACTIVITIES THAT ART NEQESSARY AND
SUFFICIENTO ACHIEVE TRE SATED PURPOS® OF TH¥ REVISED
PROJECT PAPER. ALL J0MPUS SY90"LD BE DISCUSSEWM.IN TH¥®
NARRATIVE OF THE REVISED PP, el

4. PROJECT DESIGN PARAMETERS -~ ACTIVITIES ARF 70 BE
SCALED BACKX TO AN LOP OF 3 YVARS JITH A COMMENSURATE
TOTAL FOUNDIN3 OF NE DOLS 7 MILLION., THE DAEC ALY)

AGREED TO THE MISSION’S REPRIZRAMMING OF DALS 2 MILLION
INCLUDED IN ITS CURRENT OYB FOR THF EDIP PROJECT AS
FOLLOWS:

A) DOLS 1 MILLION ¥ORTH OF PROPOSED ACTIVITIFS, TouaT
WOULD HAVE BEEN FINANCED UNDFR THIS PROJECT THIS FISCAlL

YEAR, WILL BE FINANCED INSTEAD OUNDER AN AMENDMFNT) TRFE
TECENICAL CONSJILTATIONS AND TRAINING GRANT (3532-2279)
PROJECT. TRESE ACIVITIES INCLUDE:

(1) THE CONINJATION OF TECONICAL ASSISANCE PROVIMED RY
THE INERNATIONAL EXECOTIVE SYRVICE CHRPS (IBSC) AND

JAMAICA PROMOTIINS, LTD. (JAVP®0) TO ASSIS™ SMALL
BUSINESS AND FXPORI ENTERPRISES;

(2) FUNDING OF LOCAL TRADE FAIRS, INCLDING JAMAICA’S
gEGlONAL QUOTE FASHION CARNIVAL UNQUOTE AND

T
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S. TRADT SPOVS{ PRIMARILY ®Y
EXPORT ENERPRISES?
L
N

T1C .
vl £

1 N U

v NEW

Tl ING OF POLICY AND OPTRATIONAL SUDIFS TO
RES E JAMAICAN FINANCIAL MARKET AND SATF=OWNED
ENTIRPRISES DEFICIENCIESS

(4) FINANCING OF PROFESSIONAL SERVIZCES 7D STPPORT TAW
60J ‘S EXPANSION OF PREVIOUSLY SUZCWSSFUL PRIVATIZATION
EFFORTS; AND

(5) FUNDING FOR PRIVATE ORJIANIZATIONS LIEKE THE TOORISM
ACTION PLAN (TAP) ¢8ICE SJPPORT BUSINESS DEVELOPMEN; AND

B) THE SECOND DOLS 1 MILLION WILL BE USED TD FORWARD

FUND AND REDUCE THE MORTGAZE URUER THE ASRISULTURAL:
EXPORT SFRVICES (532-015%) PROJECT. BAKFR
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PROJECT:
No. 532-0135

ERQIECT DESIGH SUMMARY
LOGISTICAL FRAMEWQRK

EXPORT DEVELOPMENT AND IMVESTMENT PROMOTION

—-MARRATIVE SUMMARY _ VERIFIABLE INDICATORS MEANS OF VERIFICATION _ASSUMPTIONG .

!
to stimulate econo~
mic growth

snnual increase in
Gop

GOJ Statistics

continued
economic
stability; no
disastars.

to increase exports
and diversify invest-
ments

0.25% increase in
incremental value
added of exports;
and increase in
annual growth of nevw
investments

G0J Statistice
(JAMPRO, P10J)

continued
policy re-
forms st
micro-economic
level.

~Bugsiness inefficien-
cies reduced

-number of small bus-
inesses increased

-$% increase in vomen-
owned businesses.

~business linkages
improved

-increased rate of
joint venture/collab

-private sector
organizations
self-sufficient

~public sector organ-
izations streamlined

incresse in produc-
tivity

100 new small bus
starr-ups initiated

55% of loans geared
to women

1 feeder in-
dustry pilot project
operating

9 new agreements
operational

Service revenues
of 2 private
sector organ-
izations increase

creation of one-stop
Customs import/
export processing

«~GO0J employment &
production stats.
~Program audits
=Business fin state-
ments
-G0J, NDF, =700
statistics
-G0J, NDF, - 17K
statistics

-on-site visits
-Evaluation

-JAMPRO reports
-Evaluation

-Review of audited
financial
statements

-Program audit

-gite visits &
JAMPRO reports

continuity in
in GOJ policy
support to
private
sector

facility, as an example

~improved small bug- small business entre- -site visits and sudited

iness services

~reduce GOJ budget-
deficit

INPUTS:

preneurial centers
operstional & self-
sufficient

privatize or divest
20 SOEs

financial statements

-GOJ Budget/IMF Statement
-NIBJ and audited financial
statements

=Long & Shor* Term TA
~Commoditias

-Credit

-Training

-Grants
~-Audits/Evaluations
-Implementation
=Contingency

—210.0
7,000.0

inputs are
provided on
timely basis



“l- ANNEX C
ANNEX C. Statutory Checklist STATUTORY CHPCXLIST

$C(2) -~ PROJECT CHECKL1ST

Listad below acte statutory criteclia applicable

‘te projects. This section’is divided into two

pacta. Pags A includes critecia applicable to

all projectn. Part B applies to projects funded

fzom specific sources only: B(l) applies to all

pcojects tunded with Developnent Assistance; . eep e
B(2) spplies to projects funded with Development

Assistance loans: and B(3) applies to projects

tunded from ESF, ' '

I‘ -
CROSS REFERENCES: I8 COUNTRY CHECKLIST UP TO

DATE? HAS STANDARD ITEM YES. Country Checklist

4

FY P II .-
CHECKLIST BEEN REVIEWED FoR O bicted with FY9o cras
THIS PROJECT? Project Paper
1. EY 1989 Appropristions Act Sec. $23; FAM
ﬁﬁ.{m i1t money 16 sought to be

ebligated foz an activity not previously . . coare 062105, since
iuuuhd to Congress, or forf an MMOURT  ,;ount proposed for FY.90

n excess of amount previously juscifled jigation is within amount
to Congress, has Congzress besn PrLopesly  contained in FY 1990
notified? Congressional Presentation, mo

additional CN required.
2.

. . Prior vo an

obligation in excess of $500,000, will
thecrs be (a) engineezing, tinancial oc
othez plans necessacy to catry out the

yes
assistance, and (b) a reasonably firm _
estimate of the cost to the V.8, of the
assistance?

3. w. If legislative
action is zequired within recipient
countey, what is the basis tor a

ceasonable expsctation that such action -
. will be conmpleted in time to permit :

orderly accomplishment of the purpose of
- the assistance?

N/A




-2- . ANEY C
STATUTORY CHECCZET

EhA_Sec. S11(D); FY 1989 Appropriations
dcs Sec. %0). 1€ project is for water ot N/A

water-celated land resource constzuctlon,
have benefits and costs been computed to
the extent practicable in accocdance with
the principles, standards, and proceducas
established puzsuant to the Water )
Resouczces Planning Act (42 U.S.C, 1962,

9% 285.)? (See A.I1.D. Handbook 3 for
guidelines.)

. ot
I"E cnacdi . "

. 1t p:o)edt‘ifiiapltal

EAA _Sec, 611(e)
assiscance (¢.9., construction), and:; N/A

_tetal V.S, assistance for it will -exteed

$1 million, has Missloa Director’
cectified and Regional Assistant . -~
Adainistrator taken into convidezation
the couatzy's capability to maintain and
utilize the project effectively?

FAA Sec. 209, 15 project susceptible to
execution ae part of regional oc N/A
multilateral project? 1f so, why is

pcoject not so executed? 1Information and
conclusion whether asslistance will :
encourage tegional developnment prograns.

. Intormation ané

w . | . 'rhe Project will strengthen
conclusions on whether projects will - '

) . - the private sector, thus
encourage efforts of the country to:

encouraging goals (a), (b},
(a) increase the flow of intecnational

(@), and (e).
tzade; (b) fostez private initiative and

conpetizion: (¢) encourage developnent

and use of coopecatives, cczedit unions,

and savings and loan assoclations:

(¢) discourage monopolistic practices:

(e) inprove technical efficiency of
{adustzy, agriculture and commerce: and -’
(£) strengthen free labor unions. i

EAA _Sec. 601(b). 1Information and

conclusions on how project will encoutage The Project will have an
U.S. private trade and investmept abroad

indirect effect because U.S.
and encourage private U.s. participation

private fioms will provide
in Zoreign assistance proqrans (including

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

same technical assistance and
camodities under the Project.




10.

11.

12,

3.

v Describe stupe
taren to assure that, to the naxinmun

t¢Xtent possible, the country s
contridbuting local currencies to neet the
cost. of contzactual and other sacvices,
and foreign curzencies owned by the V.3,
ace utilized in lieu of dollars.

+ Does the V.8, own
sxcess foreign cutrency of the country

and, {¢ so, what arcangements have bdeen
made for its celease? .. Fne akur :

~ dgle 1t
sssistance is for the production ' of any
commodity €or export, i{s the commodity
1ikely to be in sutplus on world markets
at the time the tesulcing ptoductive
capaclty beconmes opecative, and is such
assictance likely to cause substantial
injucy to vU.8, producers of the sanme,

. similaz or competing compodity?

Will the assistance (except for prograns
in Cazibbean Basin Initiative countzcies
under U.S8. Taritf Schedule “Section 007,"
vhich allows reduced tarifts on acticles
4ssenbdled abroad fzom V.8.-made
components) be used dizectly to procuce -
teasibility studies, pretsasibiiicy
studies, oz project profiles of potential
investrent in, or to assist the
establishment of facilities specifically
designed tor, the manutfactuze for export
to0 the United States or to third country
markets in direct competition with V.s.
éxpocrts, of textiles, appacel, footwear,
haodbags, flat goods (such as vallets oc
coln puzses worzn on the petson), wvork
gloves or leather vearing apparel?

- « Will the
assistance (a) suppoct training and

education efforts which inprove the
capacity of cteciplent ecountries to
prevent loss of bdiological diversity:
(b) be provided under a long-tern .
dgreement in which the reciplent country
4grees to protect ecogystens or other

ANNEX C
STATUTORY CHECKLLST

Jamaican entities will contrib

at loast 25% of cost in local
currency or in-kind.

- IO R Y N

The U.S. does not own any
excess Jamaican currency.

t DA nhiathidre Ok

NO. 'rliﬁ-.ijoct will focus
primarily on production of
ron-traditional exports

e.g., food processing, horti-
culture, furniture, etc. A'
review of each proposed )
activity will ensure camplianc

with the FAA,

NO. Jamaica is ajrecipient of
Caribbean Basin Initiatives
program and, thus, participate
in Section 807 of thes U.S.
Tarrif Schadule. A review
of each proposed activity
will ensure compliance with
the FAA,

(a) N/a

(b) N/A

rga/



4.

18.

16.

17.

le.

STATVIORY

wildlife habitacs: (c) suppors etfforss (¢) N
to ddentity and sucvey ecosystems in ’
cecipient countzies worthy of
totection: oc (d) by any dicrect ot
rnditoct neans significantly degrade
national parks of similar protected azeas

ot introduce exotic plants or animals
into such aceas?

las 865, 1:1!42. 1¢£ a Sahel project, has ,. .. N/A
& detecmination been wmade that ‘the host ~° ™
government has an adequate syestenm for L)
accountin® tor and contcolling receipe 1
and oxponiituro ot project funds (elther !

dollacs or local cuczency genecated
thezefron)?

" N,

L] tt
sassistance is to be made to a United ' N/A
States PVO (other than a coopecative :
development organization), does it obtaln
at least 20 percent of its total annual
tunding for intecnational activities tron .
souzces other than the United States
Government?

. . lt . . *
sssistance 1s being made avallable to a \N,A
PVO, has that ocganization peovided upon-- - - -
timely request any document, 2file, oz
fecotd necessacy to the suditing
tequicements of A.1.D., and is the PVO
toegisteced vith A.1.D.?

- 12!2_52zxgnﬁtgsl%n! Acy Sec. S14. It
tunds are being obligated under an

approprlation account to which they were
not appsopciasted. has prior appcoval of

tha .ippropriations Committees of Congress
been obtained?

N/A

ate Authorizarion Bec, 139 (as
interpreted by conterence report). Has N/A
confirmation of the date of signing of .
the project agreenment, including the
apmount involved, bdeen cabled to State L/7
and A.1.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the tull
text of the agresnent been pouched to
those same offices? (See Handbook 3,

Appendix 6G for agreements covered by
this provision).

ANNEX C
CHECKLI ST

2 T




Py 1289 Appropciations ACS Sec., 9548
(as intazpreted by confecence tepoce
tor ociginal enactment). 1If -
sssistance s for agricultucal
developaent activities (epecitically,
apy toutlnz ot breeding feasidllicy
study, vaciety lapcovementg ot
introduction, consultancyysl
publication, confezence, or
tcaining), ace such actiyities (a)
specifically and principally designed
to increase agticultural exports by
the host country to a countzy other
than the United States, where the
export would lead to direct
competition in that third countey
with expocts of a simlilar commodity
grown or produced in the United
states, and can the activities
teasonably be expectesd to cause
substantial injury to VU.8. expozters
of 2 similar agciculiuzal conmodity:
ot (d) ia suppoct of reeesarch that is

intended primazily to benefit VUis. v

producezs?

Desczibe exteat to which cetivity ]

wvill (a) effectively involve the poor
in developnent dy extending access to
econony at local level, inczeasing
ladboc-inctensive production and the
use of appcoepciate technology,
dispacsing investnent fzrom cities to
small towns and zucal areas, and
insuzing wide pacticipation of the -
poot ir the benefitvs of dasvelopment
on a sustained dasis, using
appropriate U.S. institutions:

(b) help develop coopecatives,
especially by technical assistance,
to assiet cturzal and urban poog to
help thenselves toward s bettar life,
anéd otherwise encourage democratic
peivace and local governmental

ANNEX C

STATUTORY CHECKLIST

(a)

{c)

(d)

NO. T

Project will increase
cipation of waman in
intensive activities

pmmmbllﬂ%:;?llhﬁ?
entrepren\xs, cularly
in rural areas, by increasing

acoess to credit and Ty
This Project will not help
. develop cooperatives.

The Project supports self-help

activities by encouraging
the private sector to take

a more active role in develop-

ment;

Since roughly 46% of the lador
force is camprised of wamen

and over half of all small
and micro businesses are

wamen-owned, the Project will

provide credit and TA to
organizations that have

targetted wamen as essential |

[

P 5‘\’
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ANNEX C

8- STATUTORY CHPCQ.1ST
inctizutions: (¢) wuppoct the elanants in increasing
sell-help eftorts of developing econamic developmant;

countzies: (4) promord¥ the

(@)
* pacticipation of women in the YES

national economies of developing
countries and the {nnpcovenent of .
wonen‘s atatus; and (e) utilize and

ancou:azo teglonal coopeczation by
developing countiies.

. '
.t ‘,*.’,",.'.. [ v e e Coce

Yes.
mnn?n.ns.{.' . Does
the projece fit the cciteczia for the

souctce of funds (functional sccouat)
dbeing used? .

Yes.

g . 1s emphasis placed on The Project components designed
use of appropriate technology to increase productivity will
(relatively smaller. cost-saving, use technology that is cost-
labor-using technologles that arce effective and appropriate.
genezally most approptiate for the

small farms, small bdusinesses, and

emall {ncomes of the poo~;?

Will the }:ﬁcan cntit’ies wi.g contrilte
EAA Secs, 110, 424(d). roughl A costs
tecipient countcry provide ot least 2% ”{i:s:.?wmividn.
peccent of the costs sﬁ,zho ptogean, PARERASRETEYIS

ptoject, or activity With zespect to

which the assistance is to de

tuznished (oz is the latte:

cost-shacing zequicenent deing waived

for a "relatively least developed*
countey)?’

EAA feg,. 1208(D). 12 the activity
atteapts to increase the

institutional capadilities ot privat
otganizations or the governmeat of
the countey, oz if §. acttempts to ‘

stimulate aclientitic and YES. -
technological zeseszch, has it deen
deerigned and vill it be monitored to
ensuze that the ultimate
baneticiacies ace the poor majority?




. g
 sslt-goveczament, <~ ¢

.7. Nﬁu c
STATUTORY CHEQKLIST

. Describe extent to Project was jointly devaloped
which ptogranm tecoqrizes the by USALD, JAMPRO, and the

e four
pacticular needs, desices, and privats sector. 1 ;
tapacities of the people.of .the - . mmm:n mu
oountry: utilizes the countzy's ductea by e Ta will be
intellectusl resources to gncoutage & mgy Samaicans.
inetitucional developunent; and prov

suppocts civil education and training
in skills zequired for effocclve
pazticipation in governmartol
precesses essential) to

-y ah

: I
a. ,Wmuu -
¢e any of the funds to be uved for

i.

the performance of abocrtions as &

- method of fanily planning oc to

motivate or coerce aany person to '
prcectice ‘abortionse?

Are any of ¢he funds to be used to

pay focr the performance ot

iavoluntaczy steviiization as a method

of family planning ot to coerce n:r
ptovide any financial {ncentive to o
any peison to undezgo sterilizations? No.

Are any of the funds to de used to--  °
pay for any biomedical cesearch which L .
tcelates. in vhole o A pazt, RO < -

,methods of, o the performanca of,

aboctions oz inveluntatcy

stecilization as a means of family
planning? ' Mo,

IX 1989 Aporopristions Act. Is ths
dssistance being made avajiladle Ro

any ocrganization ot progren which has
been detecznined 3o suppozt o - - "
pacgticipate in the management o2 &
program of coercive adoction or
{nvoluntacy stecilization? No.

1¢ assistance {5 fcom the populating
functional account, ace any of the

funds to be made available to

voluntary family pleaning projects

which 4o not offer, éither dirasctly

ez through zeferral to or information
about access to, a broad tange of

tanily planning methods and secvices? N/A.




x.

zag !.3, gg;g.l. Will the project
u% 20 conpetitive selection -

_procedures for the avazding ot

contracts, except where applicable
ceocurement rules allow othecwise?

lx.l*11.522&22&%&&Lgn1r§g;. What
poction of the tunds will be

available only tor activities of ,ane.t0.De
technical ass

scononicslly and socially
diuadvuntagod entezprises,
histozically black colleges and
upniversities, colleges and
universities haviag a student body ia
which morce than 40 peccent of the
students ace Hispanic Americans, and
perivate and voluntagy ozganizations
which agze controlled by individualse
wvho are black Ameticans, Hispanic
Anezicars, or Native Anericans, og
who aze economically or socially
disadvantaged (including vomen)?

EAA_Sec. 118(c). Does the assistance
conply with the eaviconmental

proceduzes set fosth 4in-A.1.D.
Regulation 147 Does the assistalce .

Yes.

ANNEX C
STATUTORY CHBECXLIST

PP T

Approximately 40 percent of
project funds are expected
availabls for

stulies,

-9

1tbu§andunmnnfor

£ & ok

v v ut

place & bigh priocity on conserVation~ Ye#:'~ ** 777"

and sustainedle mansgenent of
tzoplcal foresss? Specitically, does
the assistance, to the fullest extent
feasible: (a) stress the impoztancae
of conserving and sustainably
managing totest cesources; (b)
support activities vhich offec: .
enployment and incone alternatives to

.thoss who otherwise would cause

Cav tuction and loss of focrests, and
hel » countzies identity and implenent
alv:rnatives to colonizing forested
atess: (o) wupport training .
prograns, educational efforts, and
the establishment oz stzengthening of
institutions to improve forest
managenent: (4) help end destzuctive
slash-and-burn agricultucre by
supporting stable and productive
farning practices; (s) help consecve
forests which have not yet been
degraded by helping to increass

N/A

R

N/A

N/A

N/A

s



-9- ANNEX C

STATUTORY CHECKLIST

production on lands alceady clesared

or degreded; (t) consecve forested VA
watersheds and rehadbilicate those

which have been defozested; (9) /A
.support tzaining, ceseecch, and wther"
sctions which lead to sustainable and

mote environmentally sound practices

for timber harvesting, temoval, and
processing: (h) suppoct sesearch to NA
expand knowledge otf troplical focests

and 1dentify alternatives which will

provent forest destiuction, {p{g,.oc”. ceee
degradstion; (1) dbnsetve %o oglcal
diversity in focest acsas b{
suppocrting efforts to identity,
establish, and maintain a
geptesentative netwock of protected
tcopical focrest ecosystems on &
wvorldwide basis, by making the
estadblishnent of protectesd areds a
condition ot support gor activitiaes
lnvozvtnz focast clearance ot
degradation. and by helping to

identify tropical focest ecosystems

and species in need of protection and .
establish and maintain sppcopciate

ptotected azeas; (J)) seek to N/A
inczease the avaceness of V.8, -
governnent agencies and other donoes ~ .-

of the immediate and long-term value .
of tropizal focests; and (Kk)/utiiize NA - ° '
the rescuzces and abilities of all

gelevant V.8. governnent agencies?

mrub_x.xj_mun. 1t the
assistance will support & program or

project signiticantly affecting
tzopical torests (including pzojects
{avolving the planting of exotie
‘plant species), will the progras o
project (a) be based upon caceful
snalysis of the alternatives
sveilable to achieve the best
sustainadle use of the land, and
(b)/take full account of the
environmental impacts of the propcsed
activities on diological aiversiry? N/A.




ANNEX C
=10- , STATUTORY CHECKLIST

2 10/s r34)., Wil) assistance
be used foc (a) ‘the ‘procNzenent 'oc
use 0! logging equlpment, unless an
enviztonmental assessnent indicates
that all tinmber hacvesting opecactions
involved will be conducted {n an
envizonmentally sound manner and that
the proposed activity will produce
positive economnic bOpRLALE ARBrwris mncc el LU
sustainadle focrsest managesment
systsms; of (b) actiong: yhich wil) (b) NO.
significantly degrade pav¥ional packs i
oc similar ptotected areas whigh
contain tcopical torestd, or
{intrzoduce exotic plants or aninmals
into such areas? .

(a) NO.

PAA_Sec. 118(c)(18). Will assistance

bo used for (8) sctivicties which (a) = (d) wNoO.
would result in the conversion of

torest lands to the reazing of

livestock; (b) the conmstruction, -

upgcading, of maintenance of goads

({ncluding tempecary haul poads tor

logging oz other extzactive

1nguo§zi:-> vhich ganotth:oug:'“* ' v
telatively undegradad forest landg: .

(¢) the colonizstion &¢ !8!?6!‘1!&33:‘*ﬁ P
oc (4) the construction of danms o:

other vatst conttol eteguctures which

flood ctelatively undegraded tocest

lands, unless vith tespect to esach

such activity an eaviconmental.

assessment ‘indicates that the

sctivity will contgidute - - °
signiticantly and dicectly to ’ .
improving the livelihood of ‘the tural-—

poor and will dbe conducted in an
envizonmentally sound aanner whiehd

suppozrts sustainadble development?

M L o

IY 19069 Apogopristions Act. 1t
sssistance will cone from the

Sub-Saharan Africa DA account, is it
(a) to be used to help the poor
najocity in Sub-Sahazan Afcica
thzough a process of long-tecm .
developnent and economic growth that
is equitable, participatory,
environmentally sustainable, and
self-celiant; (b) deing ptovided in
sccordance with the policles
containad in section 102 of the FAA;

N/A




-11- NSEX €

STATUTCRY CHECKLIST

(¢) being provided, vhen consistent
with the objectives of such’
assistance, through Africen, United
States and other PVOs that have
.demonstrated effectivensss .in the
ptonrotion of local grasscoots
activities on behalf ot long-tern
development in Sub-Gahacan Afcica:
(d) being used to help ovezcome '
shoctec-tecrn constzaints to long-tezm

developnent, to promote reform of

sectotal econonic policles, to vt
suzpott the critical sector o o
priorities of agricultuzal production

and natuzal cesoucrces, health,
voluntacy tanilx planning seczvicss,
education, and income generating .
opportunities, to bring about '

appcopriate sectoral restzucturing of

the Sub-S8aharan Afzican econonies, to
suppocrt ceform in pubdlic

adninistration and finances and to

establich 8 favozable envicronnment for
individual entecrprise and

self-sustaining development, and to

take into account, in assisted policy '
tefocms, the need to protect

vulnecadle groups: (e) being used to .
increase agricultucral production in

wvays that protect and restote the

natural zesouzce base, especially

food production, to malntain and

improve basic transportation and
communication netwocks, to maintain

and restote the renevable natuce’.

cesource base in ways that increase
agricultucal peoduction, to improve

health conditions with special .

enphasis on meeting the health needs
- of mothers and children, lncxudlug

the estadlishment of self-sustaining

ptimazy health cacte systems that give
ptiorzity to preventive cace, to
provide inczeased access to voluntazy

tamily planning seczvices, to impcove

basic literacy and mathenmatics

especlally to those outside the
formal educational system and to -

{improve prinary education, and to .
develop incone-genecating -
opportunities for the unenployed and

undecemployed {n urdan and rural
acean?

e v . AR T

i,
Swn




ANNEX C
-12- STATUTORY CHECKLIST

Q []
12 deob/ceob authorizy i sought to
be exercised ia the provision of DA
sssistance, ace the funds being
obligated for the same genecal YES. Both committees were
purpose, and for countzles within the ° motified on 7/27/89,
sane goneral region as octiginally
obligated, and have the
Appcopriations Commitzses of botp
Houses of Congress been pfoperly -
-notitied?

crSper 8T 4IEPRN e Y N -t
!

' i
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ANNEX D /‘2

ANy BEPLY OR BUBSEQUENT AL FEMENCE

PLANNING INSTITUTE OF JAMAICS

Ll OMMUNICATION SHOULD B8
Igo:u:(oc TO ODIRLCTOR GENEMAYL, ﬂ , 27 O TELEX 3520 PLANJAN JA
PLANNING INSTITUTE  OF  JAMAICA, PO. 80X 834,
N4 BARBADOS AVENUE. KINGSTON '
JAMAICA.

August 16, 1989

v

S~
Mr. William Joglin ,J ,
Director ‘ f
USAID oo

.
I
2 Oxford Road . W ] \ \ k
Kingston §, ”ﬁ E i %Egﬁﬁ E
Dear Mr. Joslin: ‘ L _
Re: Export D¢ tvelopment and Investment
Promotion Project

This letter constitutes a formal request from the Government
of Jamaica (GOJ) to the United States International Development
Agency (USAID) for a grant of Fourteen Million United States
Dollars (US$14 million) to Provide support activities to inCrease
exports and to diversity investments. We understand that this
activity will assist the GOU and the Jamaican private sector to
resolve or ease the major constraints, as seen by Jamaican
business people, to the oxpansion of exports and the
diversification of investmentg. INlustrative of these
constraints are:

Low Productivity:

Business Inefficiencies

Lack of Managers and Skilled Workers
Lack of Backward and Forward Linkages
Unreliable Supplies of Inputs

Einancial Market Deficiencies:

High Cost of Credit

Lack of Term Financing

Lack of Equity Financing

Lack of Small Business Credit

Delays in Accessing Foreign Exchange
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k_of in frastructure:

Weak Small Business Support Services
Inefficient State Owned Enterprises
Unclear Investment Incentives
Cumbersome Export/Import Procedures
Insufficient Factory Space.

N o -
DAEAWN =
Nt N Nt S




we look forward to a positive response and werking with you
to implement this 1mportant activ ty,
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Yours sincerely,
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Thieey al 4

ar Davies
‘Director General
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ANNEX P

JAMAICA :EXPORT DEVELOPMENT AND INVESTMENT PROMOTION PROJECT

COST ESTIMATE

A. Low Productivity Group

1. Busineas Inefficiencies
2. Lack of Managers «nd Skilled Workers

a. Technical Assiutance & Training - JAMPRO
(1) Technical assistance

(a) Garmentas: o (2 LT x 3 yrs x $120,000/yr)
(b) Agribusiness: (2LT x 2 1/2 yrs x $120,000/yr)
(c) Furniture: (ILT x 2 1/2 yras x $120,000/yr)

(d) Others: (2ST x 4 mos x $15,000/mo)
(2) Training for Trainers
(a) Per diem:

(12 trainers x 4 sectors x 30 days x $125/day)

(3) Commodities
(a) 3 vehicles x $14,400/vehicle
(b) Other equipment
(4) Program Audits
(2 audits x $40,000/audit)

b. Technical Assistance - IESC
($100,00/yr x 3 years)

c. Trade Promotion - JAMPRO
(1) Trade shows
($20,000/show x 5 shows)
(2) Trade fairs
(40 companies/yr x 4 years x $1,500/trip)

3. Lack of Backward and Forward Linkages
4. Unreliable Supplies of Inputs

a., Feeder Industries
(1) Technical assistance:
(LT: o (1 x 1 1/2 years x $120,000/yr>
(ST: 10 months x $15,000/mo)
(2) Training
(6 trainers x $125 per diem x 30 days)
(3) Commodities
(4) Credit - KRDF:
($150,000/yr x 2 years)

$480,000
660,000
300,000
120,000
180,000

42,000
16,000

£0,000

100,000

240,000

180,000
150,000

22,500
87,000

300,000

$1,878,000

300,000

340,000

739,500



b. Investment Promotion
(1) Prospectuses
($1,000/prospectus x 6/yr x 3 yrs)
(2) Trips to U.S.:

(6 trips/yr x 3 yrs x 10 days x $125/day)

(3) Feaaibility studies:
(3/yr x 3 yra x $20,000/feas. study)

B. Financial Market Deficiencics Group

1. Delays in Accessing Poreign Exchange
a. Policy Studies
(2 studies x $20,000/8tudy)

2. High Cost of Credit and Term Financing
a. Policy Studies
(2 studies x $20,000/study)

3. Lack of Small Business Credit
a. Credit - NDF
($200,000/yr x 3 years)

C. Lack of Business Infrastructure Group
1. Weak Business Support Services

a, Small Business Development
(1) Business plans
(2) Salaries
(2 persons x 2 yrs x $40,000/yr)
(3) Technical assistance
(LT: 1 x 1 yrs x $120,000/yr)
(ST: 12 months x $15,000/mo)
(4) Commodities and publications
(5) Training
(0JT: 30 trainers x 20 days x $125/day)
(6) Marketing

18,000

22,500

180,000 220,500

40,000

40,000

600,000

50,000
160,000
120,000
180,000

50,000

75,000
50,900 685,000



b. Improvement of Private Sector Organizations
(1) Business plans
(2 plans x $40,000/plan)
(2) Technical Assistance
(2 ST x 8 months x $15,000/mo)
(3) Studies
(2 studles x $40,000/8%udy)
(4) Commodities
(5) Training
(0JT:10 trainers x 2 organize. x 20 days x $125/day)
(6) Marketing

¢. Improvement of Public Sector Organizations
(1) Studies
(2 studies x $40,000/study)
(2) Technical Assistance
(LT: 1 LT x 1 yrs x $120,000)
(ST: 12 mos x $15,000/m0)
(3) Training
(30 persona x 20 days x $125/day)
(4) Commodities
(2 organizations x $40,000/0rgan)

2. Inefficient State Owned Enterprises
a. Privatization Program
(1) Salaries
(1 person x 2 yrs x $40,000/yr)
(2) Training
(4 persons x $3,000/eeminar)
(3) Technical assistance

3. Unclear Investment Incentives
a. Operations Study
(1 study included in government group)

4. Cumbersome Export/Import Procedures
a, Operations Study
(1 study included in government group)

S. Inadequate Transportation
a. Policy Study
(1 study x $40,000/study)

80,000
240,000

80,000
75,000

50,000
20,000 575,000

80,000

120,000
180,000

75,000

80,000 535,000

80,000

12,000
300,000 392,000

40,000



D. Project Implemsantation

1. Technical assistance
(LT PSC aconomist: 1 x lyrs x $120,000/yr)
2. MIS/Ccmmunications

E. Evaluation and Avdit
1. Evaluation

2. Audit

F. Contingency/Inflation
TOTAL

Standard Cost Factors:

(1) Technical Assistance
Long Term (LT) at $120,000/yr
Short Term (ST) at $15,000/mo
(2) Per Diem at $125/day
(3) Seminars at $3,000/seminar per participant

120,000
60,000

50,000

180,000

125,000
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SUBJECT: CXPORT DEVELOPMENAND INVESTMENT PROMITION
PROJECT (EDIP) PP (532-7139%)

1. SUMYARY: THE DAES FOR T9E FDIP PROJEQT PAPFR 44¢ " DATS Race
PELD ON 8/23-23/39, TIEZ ®ROJE"T PROPOSED SEVERAT _.__.—.Z?JA
INNOVATIVE INITIATIVES AS WELL AS FTOLLOW-2% FUNDIN3 FOR | aomon oem
PROVEN ACTIVITIES TO SOPPORT PRIVATF SECTOR DEVFLOPMFNT,

PARTICULARLY IN THE EXPORT SFECTOK. 1IT WAS CONCLUDED NPO YOI
TEAT THE PP AS PRESENTED REQIIRED ADDITIONAL ANALYSTS TO

VALIDATE PHE PP’S ASSERTIO¥S OF PROJECT FEASI®RILITY Dﬂ-’ ARDO
PRIOR TO AUTHORIZATION. TIALS) #AS DECIDED TPAT T4F lell OHNP
AMOUNT OF THE INITIAL AUTEOCIZATJION AND LOP 4O7LD W®F orsr 7~ OBHR

REDUCED T2 BEPTER RFFLECT TPT PILOT NATORE OF SEVERAL OF | erpss ormd
TAF ACTIVITIES AND TFE RECISNIZED PRIBRPBILITY Toaf oans oo
ACTIVITIES UNDER TBE PROPOSED PROJECT #)ILD HAVF T0 BE ANVDS
ADJUSTED TO REFLECT INITIAL IMPLEMENTATIAN ETPERIGNCT. fxo

TBE LAC BOREAT DEUESATES AOEZIRITY TO T8% FIELD 79 CONT . ML/
APPROVE THT PP SUBJEZT T0 TH® MODIFICATIONS OUTLINED IW

PARASRAPR 3 BELOW. FEND SUMMARY, SoUB BY!

2. POINTS OF DISCUSSION: AT T3F 1SSULe MEETING BTLD ON | acweost: ;
8/24/83 ASREEMENT #AS REACHED OV TPF FOLLOYINI PIINS: L V7 aidd
_A)_PROBLEM DEFINITION - IN RFSPONSF TD A JJESION /V?%’)‘
SEEKING CLARIFICATION OF T3® PROJICT’S PNRPISFY, “ISSIOV
KEPRESINTATIVES CONFIRMED THAT 1T wAS 19 INCRTASE
EXPORTS AVo DIVEASIFY NVESTVMENTS. MISSION
REPRESENTATIVES AGREED THAT VON-TRADITIONAL FX90°T
GCROWTE AAD BTEN SIINIPICANBUTRAT PVERE 48S A RNOEN
POTENTIAL POR SUBSANTIALLY INCRZASED PLPORS I°
CONSTRAINTS 20JLD BF RZMIVEN, SYALL RUSINTSSES ART
THOUGHTO SIGNIFICANLY CONTRIBTT 1) RLPNATS AND

REPRESENT A DYVAMIC S3TRC® OF ADDITIONAL EUPLOYMTNT
GENTRATION.

B) INSITITIOVAL LINsAGE® = DUIING INENSIVE MISSION
REVIEW, THE NFED T) TRAIN SKILLED aND SEMY-SKI-LF®
WORCERS VAS EXKAMINED, TH® MJICSION NISCSKNFD NO NTED FN2
1EIS TYPE OF TRAINING UNOER T91S PROJEC™. SriISING
PROGRAMS IN JAMAICA PROVID® SU(C® TRAIN!NG SUME oF 27ICH
D3 NIT “MEET T9% REQUIREMENTS OF THF LOCAL JO® MARCERT,
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" FOR MANY SKILLS, FIRMS IN TET TNNUSTRT PRFFEP 10 TRAIN

THEIR OwN EMPLOYESS,

C) CAPADILITI/CAPACITY =~ ROT® JAMPRO AND ND¥ WAVF
UNDFRIONE RECENT '}NANC!AL ASSESSMENS BT CPA Tlqus,
MISSTON REPRESENTATIVES STATED TPAT TALY 9a0% AAD vFays
OF EXPERIENCE wiTH BOTH, THEY BFLISVED THAT "&r1D’S
EXPERIEVCE CONFIAM3 ANN THF RECEMT ASSPSSMENTS TNDICITE
THAT BOTH ORGANIZAPIONS BAV® TPE CAPABILIY TN 1MPLMENT
THE PLANNED PROJECT. TRE QUFSTION JF TAT CAPABITITY AND
CAPACITY OF T3 IMPLFMENTING ORJIANTZATIONS #AS FJOTHFR
CONSIDERED AT THE DAWC, THT RESULTING NECISION AND
JUIDANCE ARE NOTED IN PARAQRAPE 3 RELYW,

D) JAMPRO INVOLVEMENT IN AREAS MORT APPROPRIATE POR T9r
PRIVATE SECTOR = A YAJOR ARTA OF CONCERN AT THT RPVITS
WAS THE EXPORT PROvOTION ACTIVITY, MINIMAL FUINDS witl
GO TO JAMPRO FOR TRIS. USAID’S POLICY DIALYZYS
ENCOURAJES THE PRIVATIZATION OF JAMPRO’S ACTIVITIFS.
JAMPRO ITSELF, VITE ITS PRIVAT® SECTOR BOARD CHAIQVAN
AND PREDOMINANT PRIVATF SECTOR BOARD, 1S A 2ONSOLIDATION
OF THREE SOVERNYENT AJENCIES, WA1CH MEASURARLY INI®EASED
TBE EFFICIENCY AND REDJCED T¥F COST OF JAMP?D 42" VITIFS.

E) SELF-SUSTAINARILITY = T°F JUESION £AS RAISTNn ON
WEEBER IT &%AS REALISTIC TO EXPEC™ TPAT SMALL BUSINW®SS
ORGANIZATIONS 4RICE #0JLD PROTINE TH® SERVINTS INENDED
COULD EVER BE SELF~SJISTAINING, IT VAS PIINTTD aQtopq

ALTHOUGH SELF-SUSTAINING ORGANTZATIONS JF TRIS TYPF ARFE
NOT THE NJRM IN LDS°S, MANY SUCCESSFUL EAAvPL®C ETIST

ELSTWAERE PRIVISION OF A PLAN TO ATTAN
SELF=SUFFICIEINCY BY EACH OGRTANIZATION SELESTED T)
PARTICIPATE IS A PREREQUISITS T2 PROJYCT FINANCIHA.

TEYSE PLANS AR® TO BF CAREFULLY RFVIEATD AT TUT 41SSION,

¥) PROYOTION TRIPS (APPROERIATENESS OF COSSUARING) -

MISSION REPRESENTATIVFS CONYIRMED THAT INVESTMENT
PROMOTION TRIPS #ILL INLY BT MiDF 0 EVENS SUTF ag
TRADE FAIRS. ALTHOUGE TBE PROJECT WILL FUND PIR DIIM,

PRIVATE FIRMS VILL PAY FOR T2AYEL AND OT3IER 50SS
ASSOCIATED VITHR TRIPS.,

G) SLC-TIPE 30DY - I3 Q.5PONSE 10 &4 2I8STIIN ON
VHETHER THE PROJECI WOULD PAY FOR SALARITS OF
PROFESSIONALS AND RECURRENT COSS TOR THIS ORIANIZATION,

MISSION REPRESENTAIIVES SWTFD TIAT PLANS ARF TO PaY
ONLY YOR THE SALARIFS OF TWO PROFESSIONILS FOR TE® FIRST
Tw) YEARS OF THE PROJECT. T¥IS CIMPINENT WAS FIpvINED

FURTHER DJRINS TY9E DAFC (SET PaRA 3®r(4) BELOY).

) CREDIT (SATIS OF NDF AND A.I.D,°S RIL® IV
BT
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~ SUB~LOAMS) =~ NDF, VRICH WILL ON=L¥ND T9E VYNDR 70
CESEAVINDG FIRMS, 1S AN FSABLISHTD ORTANIZATION TPAT BA.
RECEIVED PREVIOUS JRANTS FROv A,I.D. PROCEDURES AND
ACCOUNTALITITY ALREADY RAVE RREN ESABLISHEN, MISSINW
RREPRESENTATIVES CONFIRMED 7TUAT USAID/JAVMAICA vILL NOT
APPROVE EACH SUR=LIAN,

3., DAEC REVIEw: [I¢D CATESORIES OF ISSUES vERE RAISED
DURING T9E DnEC: 1) THYF ADEQJACY OF TUE VeRINUS
TECHNICAL ANALYSES UNDFRLYIMS TAE PROJFIT DESIAN AND
REQUESTED AUTZORIZATION #ND 2) SPECIFIC ISSTFS RELATTD
TO INDIVIDUAY ZROJECT COMPONFNTS. IT #AS CONZLIDED THAT
THF PP DID NOI PROVIDE AN ADFQJATF BASIS POR PKOJECT
AUTHORIZATION AND #QULD REQUIR® MIDIFICATION. TRF
FOLLOWING OUTLINES THE AREAS IN WHICE MIDIFICATIONS 7D
THE PP ARE REQUIRED. i)

A. PROJECT ANALYSSS: )

1) FINANCIAL ANALYSIS = THE ®P°S FINANCIAL ANALYSIS
ASSFRTS THAT THE PROJECT 1S 40T SUSCEPTIRLE T)
TRADITIONAL FINANCIAL ANALYSIS, wPILE THIS CONCIUSION
MAY BE REASONABLE FOR SOME PROJFCT ACTIVITIFS (S1Co p§
SPECIFIC FEASIBILITY STUDI®S), OFHFR COMPONFNTS CLFTARIY
REQUIRE SFPARATE ANALYSIS, IN PARI TO REACAR CONCLISIONS
ABJUT SUSAINABILITY. THIS IS TRUE PARTITUIARLY FOR
THEOSE ACTIVITISS T) BE IMPLEVENTED BY EXISING

INSTITUTIONS WREICH ARE PLANNTD TO PE EYPANMED UNNER "AHT
PROJECT, E,G., THE NATIONAL DEVELI®VMENT FOUNDATION (NDF)
AND JAMPRO. TIE PP'S CONSLOSION TRAT TEE NDF CAN
SUSTAIN SMALL BUSINF¥SS LENDING FOLLOWING PRJJFCT
COMPLETION WITE THF CAPITAL PROVIDED BY THF A,.I.D. GPAN
IS ONSUPPORTED. IN TRE CASF OF JAvP3)Q, THY RFWCOQRENT
COSJF ITS OPERATIINS NJDW AND AS A RESJLT OF “EE
EXPANSION ONDER THE PROJECT ARF UNSATED, MagING IT
DIFFICULT FOR THFY MISSION OR TH® GOJ TD CONCLTDE TBAT
ITS YUTURE COSTS CAN BE OR SIJULD BE APRSORBED BY TRE G9J,

IN TRE REVISED PP, THE MISSION SROUL"M DISAGRRIGATE TEF

FINANCIAL ANALYSIS SEXTIGN OF TdAE PP, AND ONDSRTAKE THE
APPROPRIATE ANALYSIS TOR TYOSE ACTIVITIFS WUICH NORMALLY

REQUIRY ' 4§ ANALYSIS, TOR EXAvPL®, ‘N FBE CASE IF TRF

NDF, A CASit FLOW PROJECTION SHONLD BZ P.FPAIED,

DEMONSRATING THAT TBY MDF CAN CUNINU® IS LENDING . .
OPBRATIINS IN THEE FUURE WITHOUT ADDITIONAL A.I1.D.

ASSISANCE.

2) INSTITUTIONAL ANALYSIS = THF JANJARY 1923 PID
APPROVAL CABLE ASKED TIF MISSION TO °RWIFW AND ADDRFSS
TEE ABSORPTIVE CAPACITI®S AND CAPABILITI®S JF TpF
VARIJUS IVPLEVENTING ASENTIES, ND INSITUTIONGSI
ANALYSIS IS PROVIDED IN T3E PP, THYREFORE, IT IS
DIPFICULT TO DETFRMINE JHFTFER TOC MIST EPFECTIVT AND
EFFICIENT ALTERNATIVSES FOR ASSIINING IVMPLEMANATION
RESPONSIBILITIES T2 JAMPRO, NDF AND USAID/JAMAICS RAVE
- BEEN EXAMINED, AN ASSESSMENOF ANTY ADDITIONALLY

UNCLASSIFIFD STAT® 215737/22
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IDENITIED IMPLFVMENIND ASGENSY (INCUIDING NI°J) SHDTLD
BL INCL"DED,

3) PROJEST MANAJIEMENT/MONITORING ~ 4 "1EA°FR
PRESENATION OF THE VARIOUS ROLFS AND RFSPONSIRILITIES
OF EIACT IMPLEWSNTING ASENZY (FNR EACH COMPONFNT) <HUIwn
BF PROVIDED., FOR INSANZE, WFAT IS THE MISEION"S
RFLATIONSAIP #ITH JAMPRO? HOW WILL THF PRDJEC”
COMMITTEE OPERATFE? W9AT A2E PROSRAM AJDITS ANN TUFIR
ROLE IN PROJECT MANAGEMENT AND FVALUATION? 1™ WOULD ®v
USEFUL TO PROVIDE A MATRIX OF TYE CATFGIRIES OF
GRANS/SUBRIRANTS aND CONT®ACTS BY PROYECT COMPONENT TN
INDICATE THE TYPE JOF AJHFEMENT/SUBAGREEVENT ANT PROPOSED
PARTIES TO0 TYE ASREEMENT(S).

¢) TVALUATION PLAN = MISSION REPRESENTATIVRS
CHARACTERIZED THE PROJECT AS BFING QJITE MARKPT DRIVFY
UNQUOTE, ALLOWING SUFPICIENT FLEXIRILITYI AND LACK OF
UP=-FRONT SPECIFICITY ID PER“IT THE PROJECT ACTIVITIFS TO

RESPOND TO OPPORTUNITITS OR DROP COMPONFNS WPICH

FALTER. KEY T9 TRIS APPROACS TO DESI3N IS TRL PLANNFD
PROJECT MANASEMENT INFOIMATION SYSTEM (MIS), YBIL® T2F
PP RECOINIZES ITS IMPORTANSE, NO SYSFEM #AS DFSCRIEFD,

OR APPROAZH TD PUTTIN3 IT IN PLACE. THE REVISED PP
SHOULD CONTAIN THIS PLAN, INSLTDIN3 A DESCRIPTION OF TaF
MANAGEMENT INFOR' -TION SYSTFM, AND THE ROLY OF PROGRAM
AUDITS. THE RELATIONSEIP BETWEEN THE MIS AND TBE DATA
NESDED TO ASSESS OUTPUAND PURPOS®~LEVFL ACEITVFMENT

ALSD SEOULD BE DESCRIBED.

B. 1SSJES BY ACTIVITY:

1) I1ESC = A NUMBFR JF QIFSTIONS RFMAIN JINANSYERED
UNDER THIS COMPONENT. HROJ dILL MISSION MANAST/YINTITOR
THIS ELEMENT? W3D #ILL APPROVE SUB 7RANTA? THT MISSION
MAY WISHE TO CONSIDER INCLODING IFSC AS A SFPARATE GRONT

COMPONENT UNLFSS TRE PLAY IS FIOR JAMPRO T0 SIGN TRF
g%AN(ASSUﬂING THAT JAMPRO VILL HAVE A SUBSANTIVE ROLE

N5797
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IN MANAGING TRE JES5C COVPONENT), THE TONCFPT OF 20
SWARING SH0ULD BL MOURC CLEARLY DEFINWD. A JENE3AL
STATEMENT OF IESC”S CJRREMT APPROACH ANDN IN PARTIZULAR
THOSE ELEMINS wHICE WILL BE INCOARPORATED UNNFPY T3F
PROPOSED GRANT SHUOJLD ®F INCLUPED (¥,3,, MINIM™ Caay
CONTRIBUTION; GRADJATED SCAL® OF INC2F®ASED USFR rdsT),
SPEZIFIC SELECTION CRITWRIA S70J1D ®F QUTLINFN v tav
REVISED PP, OR DETINED IN THE ASREEMENT WITH IvS~,

2) TFEDIR INDJSIRY - AS A PILOT FFFORT IN A N®4 ARTa,
TAY. BUREAJ RECOZNIZES THAT A DETAITED DFSCRIPTION OF
TH1IS COMPONENT 1S VOT REASONABLT AT TAIS TIMR, U)WFVER,
THE PP SROULD MORE CARTFULLY OUTLIN® THE STLErTION
PROCESS FOR THE FIRST OF TRE FEEDER INDUSRY ACTIVITIES,
INCLUDING rag ROLES OF JAMPRO AND TAF MISSION,
ANTICIPATED STLECTION CRITERIA (PARTICULARLY THY
PRINCIPLE OF COST SHARING), BO% THE 3RANT WILL B°
MONITORED AND BY #ROM, HD# TRE DBJECTIPF OF ACRIFVING
SPREAD EFFICT vILL BE IMPLEMENTED AND TRE ROLF OF TERE
NDF LOAN FUND. THOSF SPECIFIC ARFAS 70 BE FrNDED wivg
A.1.D. JRANT FUNDS SROULD BY DFFINTD CONSISFNT wITH
A.1.D. POLICT, THE INITIAL PROJFST AUHDRITATION SHOULD
LIMIT TBE PROJECT IO FUNDING ONE COMPYITIVELY SELECTFD
FEEDER INDUSTRY ACTIVITY,

3) _INVESTMENT PROYOTION - 7ma]S COMPONFNT NFEDS Tn BF
DEVELOPED FPURTHER. VRAT IS THY CRITERIA (IN GTNFeal)
. FOR SELECTINS JOINVENURE PARTNERS? WRAT BALS REEN THF
JAMAICAN JOINT VENTJIIE TXPERIENCE IN T9F PAS? WOAT IS

MISSION’S APPRIVAL RILE (I} ANY)?

4) STOCK EXCRANGE = OUNTIL THYRF 1S A PIOLICY aNn
POLITICAL DECISION TO OPEN ACCFPSS T2 TE® E{CIANG®,
CONSIDERATION JF PISSIBLF ASSISANZE TO TiF STOCk
EXCBANGE IS PREMATIRE., THF REVISED PP, THFRFFORT,
SEJULD BE LIMITED IO CONSIDERATION OF ASSISANC® T0 HFL®
GUIDE THE GOJ IN THE JPTIONS T RL CONSIDERED Fon
RESTRUCTURING TBE EXCHANG®, DTFINING AND AUTBORIZING
ASSISANCE T) IMPLEMENT CHANSES IN THE S)CK TXCHANSE
SEOULD BE LEFT 10 A FOURE AMFNDMENT OF T9IS PROJECT OR
A NEV PROJECET,

5) OTJER COMPONFNTS = FOR T4F ASTIVITIFTS INTOLIING
SMALL BUSINESS SOPPORT, PRIVATY SECTOR OR3ANIZATIONS, .
_AND PUBLIC SE3TOR IR™ANIZATIONS, PR POLLOVING AQEAS
SBOULD BE INCLIDFD IN TEE REVISED PP: THE SELFCTION
CRIERIA TO BE FOLLOWED; A DESCRIPTION JF THE P™)CESS
FOR SELECTION AND IMPLEMEINTATION MONITORIN? (VED #ILL
PARTICIPATE, dHD WILL MAKE THE FINAL DTCISION ON
SELECTION, HOY WILL THT PRINCIPLE 9F CIST BE APPLIED 70
THE PRIVAT? SECTOR ENITIES). TEFSF ¢CTI7ITICS,
PARTICULARLY THOSE INVOLVIN TRE ®RIVATE SECTNY, ALSO
*RE PILOT INITIATIVES YHOST POTENTIAL FOR 7IN® IBUTING
TO THE PROJECT PURPOSE REMAINS TO ®F DFMONS®ATEH. TOR
THAT REASON, THE REVISED PP SHOJLD LI¥IT THE F'WPIN3
AUTEORIZED FOR THOSE ACTIVITIES PENDIN® DFMONSRATION OF

UNCLASSIFISE STATF 315737/03
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THEIR IMPORTANCE AND VIABILITY,

5) LOBICAL FRAVEWIRK = A NUM®RER OF ourruzs PRESENED

IN THL LO3 FRAME MATRIX DO NOT SPEM 70 APDAFSS DIApnTLY
AND SPECIFICALLY THE STATED PURPOS™ OF INCRFASING
EXPORTS AND DIVFRSIFYINI INVESTENTS, FOR TTAMPLE, HOV
DOES THF REDJCTION IN THE 517°S BIDGPT DFFICIT NIATCTLY
ADDRESS THEL PRIJECT’S PTRPISE? TAE RELATIONSHIP OF TAIS
OUTPUT TO TRT PJRPIST 1S DITFIILT T) DETERMINF SINCF 17
¢AS NOT DISCUSSED IN THF NARRATIVF. THE® PP SUGGFSTS AN
INTERRELATED #%B OF ACTIVITIES T ADDRESS AW

INFRRELATED SET OF CONSRAINS, THEE OJTPUTS JF TEF® 0%
TRAME SEJ0LD, TBEREFIRL, BE REFORYULATED T0 FORY AN
INEGRATED SET OF ASTIVITIES THAT ARF NECESSARY AND
SUFFICIENTO ACHIEVE THE SATED PJRPOST OF THF REVISED
PROJECT PAPER. ALL J0MPUS SY0"LD BE DISCUSSED IN THY
NARRATIVE OF THY REVISTD PP, oy

¢. PROJECT DESIGN PARAMETERS - ACTIVITIES ARF %) %E
SCALED BACKX TO AN LOP OF 3 Y®ARS JITH A COMMENSURATE
TOTAL FUNDINZ OF NE DILS 7 MILLION. THE DAEC ALY®)

AGREED TO TEE MISSION’S REPRITRAMMING OF DALS = vILLION
lNC{UDED IN ITS CURRENT OYB FTOR TRV EDIP PROJECT 4SS
FOLLOVS:

A) DOLS 1 MILLION WORTH OF PROPOSED ACTIVITIFS, Toaf
WOULD BAVE BIEN FINANCED UNDTR THIS PROJEC™ TETS FISCAt

YEAR, WILL BE FINANCER INSTEAD ONDER AN AMENDMFNT) THF
TECENICAL CONSJLTATIINS AND TRAINING GRANT (532-22373)
PROJECT. THESE aACIVITIES INCL'IDE:

(1) THE CONINJATION OP TECONICAL ASSISANCE PROVINED PY
THE INERNATIONAL EXECUTIVE SFRVICE CORPS (IESC) AND

JAMAICA PROMITIONS, LTD. (JAvPOO) TO 4SSIS™ SvaLlL
BUSINESS AND FXPORI ENTERPRISES;

(2) FUNDING OF LOCAL TRADE FAIRS, INCLTDING JAMAICA’S
R%GIONAL QUOTE FASBION CARNIVAL UNQUOTE AND

B

#5797
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ARTICIPATIO
NDIVIDU

3) FINANCING D
DDRESS THE JAM

ENTERPRISES DEF

(4) FINANZINS OF PRIFESSIINAL SERVISES 75 SYUPPORT THF
GOJ S EXPANSION OF PREVIOUSLY SUSC®SSFJL PRIVATIZATION
ETFORTS: AND

(3) FUNDINS FOR PRIVATE OQRIANIZATIONS LIEE THE TOTRISM
ACTION PLAN {TAP) #RICH SIPPIRT BUSINESS DEVELOPMEN] AND

B) THT SECOND DOLS 1 MILLION ¥ILL BE USED T9 PORYARD
FUND AND REDUCE THE® MORTGAJE TUNDER THE AJRICOLTURAL'
géPORT SERVICES (532-0185%) PROJECT. BAKER

#5797

NNNN

e

PARTICIPATION
INDIVIDUALS OF
(3) FPINANCING
ADD J

1FS
ATP=OWNED

UNCLASSIFIED STATT 315797/04



'AN&JEK r

QPERATIONAL REVIEW FOR STRATEGIC PLANNING

INTRODUCTION

In February 1988, Price Waterhouse was requested to conduct
& review of the National Development Foundation of Jamaica
(NDF) in particular, its loan administration and TAT
programme operations while examining its structure, staffing
systems and procedures so as to assist NDF in developing a
plan to achieve self-sufficiency within five years.

Our examination was phased over the period February to June
1988 as follows:

Phase 1 - Business Strategy Confirmation

Phase II - Operations Review
Phase III - Financial Review and Modelling
Phase IV - Evaluation of the Organisation Structure

and Staffing.

The final phase of the study will be reflected in documented
job descriptions of the key positions in the organisation
structure recommended by us and agreed with NDF together
with documented systems and procedures for loan
administration and TAT operations.

The accompanying report is presented in three volumes:

Volume I = Operations Review
Volume II - Financial Review and Modelling
Volume III- Evaluation of the Organisation Structure

and Staffing.

Summaries of our observations and recommendations in each
phase are highlighted in each volume. This Executive
Summary addresses those issues which will have a significant
impact on NDF's efforts to achieve self-sufficiency over the
next five years.
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CRITICAL SUCCESS FACTORS

The objective of the first phase of the assignment was the
confirmation of the business strategy and identification of
the Critical Success Factors (CSF's) for the NDF. CSF's are
those few things which must be done well for the enterprise
to gain an edge in its marketplace. These were identified
as:

- the ability to generate a steady flow of financial
‘ resources from loan repayments, grant funds, soft
loans, etc.

- prudence in lending and balancing the loan
portfolio to achieve profitability

- the ability to attract and retain committed,
competent top managers and middle level support
staff

- the ability to maintain the required frequency and
guality of contact with the client population

- the timely production and distribution of
management information.

BANKING VS TAT OPERATIONS

One of the major outcomes of this study was a precise
definition of Banking as against TAT operations. The areas
of difficulty ultimately resolved were the processes of:

- Loan Origination and
- Counselling/Monitoring

Loan origination is carried out by the Project Development
Officers who are part of the banking operations. However,
our examination revealed that almost 50% of the time spent
in processing a loan application involved the provision of
"project development" assistance as opposed to application
review procedures. As it is conceded that NDF's clientele
will always be likely to require such assistance, we
recommended that such clients be referred to

1. other organisations who may provide the service
free of charge or,

2. the TAT division which will be organised to offer
this type of consultancy service for a fee.



Counselling/Monitoring was identified as a TAT process but _
no clear distinction was drawn between the two activities
primarily because they were carried out by one category oi
staff - Business Counsellors. To achieve greater focus in
the work of the Business Counsellors and to ensure that the
clients perceived them as providers of management servicas,
we recommended that the Monitoring process be reclassified
as a banking process and be defined as "the pericdic
examination of the client's financial statements and
financial performance to ensure that the capacity to service
the loan is maintained."

USER FEES

Based on the unit costs computed and other analyses carried
out, the following fee structure was proposed:

Project Developrument - if performed by the Project
Development Officers, to be charged on the basis of 2%
of loan requested. This is expected to recover about
50% of the actual cost.

Legal and Insurance - to remain as is i.e.
Legal - 2% of loan amount
Insurance - 3% of loan balance at start of
insurance year.

Counselling Service - to be charged at $30 per month on
the basis of one visit being made per month. To be
recovered by annual levy of $360 repayable in 12
monthly payments with regular loan repayments etc.

Consulting Service - each case to be assessed on
client's ability to pay. Rates should be about $38 per
hour.

Seminars, Workshop and Courses -~ to be costed
individually with the objective being to recover 100%
of cost. A guide for costing staff effort is:

$25 per hour - direct expense
$38 per hour - fully recovered.

ii
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EFFECT ON BANKING PROFITABILITY OF SELECTED VARIABLES
Preliminary Obsaervations

Banking profitability in NDF is affected by the relationship
of the initial set-up costs to the recurrent servicing

costs. Set-up costs include the following processes costed
using a) an $18,000 loan repayablie over 3 years at 19.45% ’
and b) Kingston's activity levels for 1988:

Origination and approval £798 ’
Disbursement 643
Initial Group Training 72

Servicing costs for the same loan comprise:

Year 1 Year 2 Year 3

Recovery and arrears 714 428 143
Cost of funds 623 374 125
Share of corporate administration _700 420 140

2.037 d.222 —408

Overall profitability is shown below:

Year 2 Year 2 Year 3 Total

Interest earned 2.918 1,751 584 3.253
Initial costs 1,513 1,513
Servicing costs , 2,037 1.222 408 3,667

3,550 1,222 408 5,180

Surplus/(Deficit) (632) 529 176 73

It should be noted that the high set-up costs are after
reducing the PDO's involvement in the loan origination
process by almost 50% following our recommendation to pass
“project development" to either an external agency or a
reorganised TAT. :

Using that cost structure as the basis, we analysed the
effect on profitability of changes to:

Repayment Period
Interest Rates

Average Loan Disbursed
Portfolio Size.

2
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Repaymaent Paeriod - A 4 year loan is more profitable than a
3 year loan because the significant set-up costs are
recovered over a longer period of interest generation.
However, the cost of funds is likely to increase over the
longer term as there are less reflows to finance new loans
and external financing would be required to meet the
deficiency.

Interest Rates - Average interest rates for the portfolio at
various points in time are shown below:

At 31 December 1987 18.50%
Budgeted by NDF for 1988 19.45%
Break-even on banking operations

based on our projections for 1988 24.75%

However, because the average interest rate earned on the
portfolio at 31 December 1987 was 18.50%, all new loans
(excepting agricultural loans) disbursed in 1988 would have
to earn interest at 32% per annum to achieve the break-even
position for the entire operations.

Average Loan Disbursed - The size of the average loan
budgeted for 1988 is $18,000. However, our computations
show that to achieve break-even on each new loan to be
disbursed in 1988 the average loan size for the organisation
taken as a whole should be:

INTEREST RATE
@ 19.45% e 24%

REPAYMENT PERIOD
36 months 28,000 10,000
48 months 12,500 6,000

Portfolio Size - The average portfolio budgeted for 1988 for
the total banking operations is $14.494m. Based on our
computations of break-even at interest rates of 19.45% and
24%, the portfolio size should be $18.445m and $14.949m
respectively.

CONCLUSIONS

The above analyses compute break-even positions without
adjusting for one of the most important and variable factors
-NDF's market place. With this in mind, we have recommended
that NDF seek to achieve the following:

Average loan size $20,000
Average interest rate 19% - 24%
Average repayment period 3 years
Portfolio size by 1990 $29m

o)



6. ORGANISATION AND STAFFING

The major observations and recommendations made are
sunmarised below:

(1)

(1)

(11i1)

(iv)

The position of Director of Banking
Operations should ba established to manage
the Foundation's loan portfolio and co-
ordinate the lending programmes in all
branches. '

The Kingston lending operations should be
managed as a separate branch. NDF needs to
appoint a Kingston Branch Manager.

A Business Counselling Co-ordinator should be
appointed to develop and co-ordinate the
counselling/consulting activities throughout
the branches.

Except as above, the staffing levels appear
adequate for the banking and TAT operations
for 1988.



Annex G.-1

TECHNICAL ANALYS1S

The tachnical snalysis is contained in four assessments which sre
available in project files. These assessments are:

Paul Chen-Young & Associates Ltd., An Assessment of Constraints in
the Export Marketing Process in Jamaica., Mey 30, 1989
L

Private Sector Organization of Jamniggp Jamaica‘'s Financial Market
=.The Way Foxward, January 1989 A

Teape-Johnson Ltd. and@ Associates,
. March 12, 1989

Trevor Hamilton and Associates, Assessment of the Jamaican Small
Rusiness Environment, April 3, 1989

)




ANNEX @.2

Economic Analysis

The projact goal is to stimulate economic growth, resulting in increased
lavelo of employment and income. Consistent with Jamaica's outward-looking
export-oriented strategy, the projact seeks to achieve these e&nds through the
ramoval of constraints acting to limit the potential growth of the private
ssctor, The focus will be on the manufacturing sector and the promotion of
manufactured good exports (a companion project, Agricultural Export Services
Development, aimed at the increased growth of agricultural exports, is in
process of development),

A basic project theme is the existence of synergy among project elements;
e.g.. improvements in productivity cannot be effective without greater access
to credit, nor can production be maximized without better understanding of
export marketing. These relationships provide the rationale for a project
that proposes to deal simultaneously with a wide range of restraints to output
and export growth. The close relationship between the trends of manufacturing
output and manufactured goods exports - two key project objectives - is shown
in Table 1 covering the period 1983-88:

Table 1
Manufacturins Production and Exports 1983-88

Index of Mfs, Prod. Non-Traditional Mfs. Exports b/

¥r.to Yr. Yr. to Yr.

1983=1008/ % Inc. us$ Millions _% Inc. _

1983 100.0 139.8

1984 98.8 -1.2 137.0 -2.0
1985 101.5 2.7 141.5 3.3
1986 108.3 6.7 147.4 4,2
1987 118.7 9.6 208.7 41.%6
1988 118.8 0.1 225.5 8.0

Notes: (a) Index of manufac:uring production. Does not coincide precisely
with gross domestic output (value added) data appearing eslsewhere
in this section.

(b) Excludes sugar and rum,

Sources: Economic and Social Survey of Jamaica, PIOJ.
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2. Productivity in Manufacturine

One of the three constraint areas that the project seeks to address is
the perceived low level of business efficleucy, or low productivity, in
manufacturing. The available statistical data appear to support the
pezception.

Notwithstanding the impressive output expansion of 1985-87, those years
showed a continuation of the decline in manufacturing output per worker
underwvay throughout the 1980's. Whereas output
rose by 3.5 percent per annum during 1983-88, employment in manufacturing rose
at a rate of 7.3 percent. Thus output per worker i.e., productivity, declined
at an annual rate of 3.5 percent. The decline in productivity is generally
ascribed to the ongoing shift to smaller-scale, labor intensive manufacturing,
such as apparel. Hovever, based upon data from large and small firm
amployment during this period it is not possible to produce a model based upon
the employment and output data, and reasonable assumptions with regard to
productivity decline in large firms, that would show more than a minimal
increase in productivity in small firms during this period (See Annex I-2).

3. 0 asis

Within the manufacturing sector as a whole, the project will place
special emphasis on assistance to smail-scale enterprises, and to five
priority sectors: apparel, processed foods, electronics, furniture and
horticulture (ornamental plants and flowers).

a. Small vs, Large Firms

As discussed in Section IA, the available evidence indicates that
economic sectors dominated by small firms have experienced more rapid growth
than sectors dominated by large firms.

Further, it is probably more than coincidence that employment in small firms
rose much faster than employment in large firms during 1985-88 (13.4 vs. 8.8
percent per annum, respectively; see further Annex I-2), a period of
accelerated growth in manufacturing.

b. The Five Priority Sectors

Of the five priority areas identified during project development,
apparel is the most important, having enjoyed spectacular growth during
1985-87, before slowing in 1988. Processed foods are the second most
significant in terms of output and exports, though they have yet to realize
their growth potential. Furniture exports appear to have taken off, albeit
from a low base, in 1988; and electronics and horticulture are believed to
have excellent growth potential. (See Annex I-2, Table A-4 for exports by
product category). The manufacturing output data are not organized in such a
way as to enable a clear disaggregation as between the five priority groups
and all other non-traditional manufacturing, but an approximate measurement,
through 1987, is possible. Based on value added data and using groupings
roughly equivalent to the five priority areas, Table 2 compares the trends in
value added and exports for the five priority areas (or its proxy in the case
of output), and separately for all other non-traditional m=znufacturing.



Table 2
Value Added in Manufacturing and Manufactured Good Exports 1983-87

Value Added Non TradiEional Mfg. Exports
—(USy Millions)
5 Priority 5 Priority
__Aress _ All Other  _Areas Otherd/  Tota)b/
1983 478 2,832 38.2 101.6 139.8
1984 543 2,638 49.8 87.2 137.0
1985 529 2,622 52.7 88.8 141.5
1986 635 2,605 73.9 73.5 147 .4
1987 718 2,690 123.2 85.5 208.7
1988 NA NA 134.7 90.8 225.5

Growth Rates (%)

1983-87 10.7 ~1.3 34.0 -

4.2 10.5
1983-88 NA RA 28.7 -2.2 10.0
1985-87 16.5 1.3 52.9 ~-1.9 21.4
1985-88 NA NA 36.7 0.7 16.8

Notes:(a) See Annex I-2 for value added calculations.
(b) Value of hortirulture exports added to published figures
for non-traditional manufactured goods exports in arriving
at these totals,

Sources: International Trade Statistics, 1983-88.
National Income and Product Statistics, 1987, STATIN

As shown in Table 2, the 5 priority areas have accounted for all of the
growth in both non-traditional manufacturing output and exports since 1983.
Their share of value added rose from 14.4 percent to 21.1 percent, and of
exports from 27.3 percent to 59.7 percent during 1983-88. Clearly the project
has identified the most dynamic areas for priority attention.

4, efit-Co a s
a. a 0 dex .

The project aims at effecting increases in manufacturing imports
and exports greater than those that would have occurred in the absence of a
project. Befcre attempting a cost-benefit measurement, a few basic
considerations need to be dealt with. '

(1) vwhy address, in particular, the areas already doing well, that is,
the five priority areas that have accounted for all of the output and export
growth seen in the 1980's? Why not, instead, concentrate on areas that have
been stagnating? First, the priority areas have becn shown to have a



comparative advantage relative to other areas of manufacturing. Indeed, their
relatively strong export growth performance to date bears that out. Secondly,
as relatively good as their performance has been, it can be improved.
Productivity, access to credit, and export marketing know how, to name three
constraint areas to be addressed under the project, can all be much improved,
and the improvement should translate directly to higher rates of production
and export growth.

(2) Haven't exports already experienced a major benefit from
structural adjustment, and wouldn't these benefits continue to accrue in the
absence of a project? They have, and benefits will continue to accrue from
ongoing trade and tariff measures. The "without project" scenario shown
below assumes that the environment would continue to improve in the absence of
a project. But the project is designed to address constraints - such as low
productivity and inadequate access to credit - that would not otherwise be
addressed.

(3) 1Isn't success of the project dependent on continued stability
and/or external events beyond Jamaica's control? Certainly, maintenance of a
strong UJ.5. market, which accounts for 85 percent of the exports from the 5
priority areas, 1s essential. A decline in that market, owing to economic
recession or protectionism, could be extremely damaging. Such events are
beyond Jamaica's control, though Jamaica's output and exports would still do
better under conditions of a successful project than without one. Continued
economic stability is also essential. Without stability, it might become
impossible to maintain & realistic exchange rate, to the detriment of
exports; and interest rates would tend to rise as a result of rising budget
deficits and the ciowding out of prospective private sectnr borrowers. The
project, then, assumes the maintenance of relative economic stability.

(4) Have alterniitives been considered? This project comprises some 19
components designed to address 15 perceived constraints to manufacturing and
export development. it is hard to think of a component or constraint that
hasn't been included, let alone another extensive set. The one clear
alternative to the approach under consideration would be exchange rate
devaluation, perhaps ccmbined with a bonus rate for exporters. Again Mission
policy is to deal with stabilization and exchange rate issues through the
policy dialogue procesi. Within that forum, the Mission favors the
maintenance of a realistic exchange rate quite apart from structural measures
as may be taken, such as those included in this project. Bonus rates for
exporters and/or foreign exchange retention schemes would be logical
candidates for special. study under the project component dealing with delays
in accessing foreign exchange.

b. Analysis

The project will provide $7 million over a 4-year life-of-project
(LOP) period. Of that total, all but the privatization component would be
directed at removing constraints to output and export growth currently facing
the private sector, primarily manufacturing businesses. Proposed project
components differ widely in the nature and timing of their probable impact on



business activities. Certain components such as small business credit and
feeder industries should have a relatively direct, near-term impact. On the
other hand the impact of studies, and measures to improve organizations that
deal with business will occur later during the life of the project. Indeed,
the diffuse and often indirect nature of the activities makes it impossible to
project what will happen in terms of impact on output and export development.
What can be attempted is a showing of what needs to happen in order for the
project to prove cost effective, For this purpose, a distinction is made
between the privatization component and all other project components.

(1) Privatization ($392,000)

The project will provide $392,000 for technical assistance in
support of further privatization efforts by the GOJ. If this component of the
project leads to one $4 million divestment that would not otherwise have taken
place, and if the rate of return (net profit before taxes) of that enterprise
is increased by 10 percent as a result, this component will have proven cost
effective within four years of the date of privatization. (See Annex E-2 for
the computation). The privatization component is expected to accomplish at
least this much.

(2) All Other Project Components ($6,608,000)

There being no data on rates of return in manufacturing, there is
no possibility of a benefit/cost analysis based on rate of return criteria.
As a primary objective of the project, export growth was considered as a
criterion by which to assess the project. However, while the data are
available, conceptual difficulties seem to preclude an analysis based on
export growth. To list two of the more formidable: what would be considered
the normative rate of export growth beyond which exports should increase in
order to justify the project; and what rate of increase in exports should be
sought bearing in mind that export expansion will guarantee a demand ior
imports of unknown proportions? The one criterion that seems to meet the
tests of data availability and relevance is value added.

a., Value Added Analysis

In this analysis, to be considered cost effective, the project
should result in an increase in real value added in manufacturing beyond the
increase that would have occurred in the absence of a project, that would more
than offset discounted project costs. Increases in exports and employment,
beyond what would have occurred, would then be considered in the area of
additional project benefits. As to timing, if the project is successful,
increases in value added beyond the no-project situation should continue
indefinitely. For sake of conservatism, and simplicity, only ten years of
benefits are considered.



Table 3 contains the basic benefit/cost calculation. Basic assumptions
underlying the calculations are:

Four percent 1s assumed as the current "normative" rate of
increase in value added, from which the projections proceed. It
is, in fact, the approximate actual rate of increase for the
period 1985-88 after allowing for the effects of Hurricane Gilbert.

The annual percentage increase in value-added under the "without

project" scenarlo is projected to rise from 4.0 to 4.5 percent in "
1996 as a result of ongoing structural adjustment measures, then

level off at that rate.

The annual percentage increase in the "with project" scenario is
projected to rise to 4,65 percent in 1995 (one year after project
completion), then level off at that rate. Increases beyond the
"without project" scenario are assumed to be minimal in the first
few years (zero in 1990), then more pronounced, reflecting the
indirect nature of several of the project components and the time
required for them to have an effect.



1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

2000

Benefit:

% Incs. in Mfg.

Table

3

Hypothetical Benefit/Cost Calculations

Value Added in Mfg.
—Value Added ~~ (Millions of 1989 US$)

Discounted Projgct Costs

1.27

1.77

1.43

1.14

0.04

1.27
3.04
4.47
5.61

5.65

With Without With Without Annual
Project Project = Project  Project Inc.  Annual Cumulative
4.00 4.00 740.08/ 740,08/ |
4.08 4.08 770.2 770.2 0
4.20 4.16 802.5 802.2 0.3
4.30 4.24 ~ 837.0 836.3 0.7
4.50 4.33 874.7 872.5 2.2
4.65 4.42 915.3 911.0 4.3
4.65 4.50 957.9 952.1 5.8
4.65 4.50 1002.5 995.0 7.5
4.65 4.50 1049.1 1039.8 9.3
4.65 4.50 1097.8 1086.6  11.2
4.65 4.50 1148.9 1135.6  13.3
Cost Ratio = 18,9 = 3.35

Notes: See Annex I-2 for assumptions with respect to 1989 value added, increases
in value added and discount rate.



Based on the Table 3 scenario, the increase in real value added in
manufacturing would exceed discounted project costs by $7.6 million. The
10-year projection shows increase in discounted real value added of $18.9
million and discounted project costs of $5.7 a benefit/cost ratio of 3.35.
The hypothesized increase in overall value added in manufacturing would be
consistent with a 12.7 rate of increase for the five priority sectors and no
increase for all other sectors combined.

b. Additional Benefits:
Additional project benefits can be hypothesized roughly as follows:

Exports: Based on the existing ratio of non-traditional
manufacturing exports to value added in non-traditional manufacturing (.306),
the additional value added created could be expected to produce $13 million of
exports (.306 x 43,2) more than would otherwise occur in the ten years to
1999, However, sincé export promotion is one of the purposes of the project,
the ratio of exports to value added should itself increase. In that case,
additional exports as a result of the project might reach $20 million by 1999.

Employment; As discussed above, employment in manufacturing has been
rising more rapidly than production, the other side of the low productivity
coin. 1%his situation should cease as productivity improvements under the
project take effect. If productivity were to stabilize over the ten-year
period, the percentage increase in manufacturing employment would equal the
percentage increase in value added. The additional employment attributable to
the project would amount to some $1.8 million
(0.012 x $150 million).

c. Conclusjon -

Again, Table 3 is not to be considered a projection of events.
Rather, it is intended as an indicative scenario designed to show what would
have to happen for the project to be cost effective. In the event, the
hypothetical benefits exceed discounted project costs by a ratlo of about 2 to
1. In reality, the project can be expected to have more of an impact than the
0.15 percent increase in value added assumed here.

D. a ess

This project will create dynamic economic growth in the private sector to
raise income levels and generate jobs. Consequently, identifying specific
beneficiary groups is less meaningful because project benefits will accrue to
the total population. Thus, project beneficiaries can be identified as the
thousands of unemplcyed and underemployed Jamaicans who could Le making
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significant economic contributions toward their own well being and that of the
nation 1f given the opportunity. Since this project will target industries
that have the most potential for growth and, thus, create the greatest
opportunities for employment, the typically disinfranchised groups with the
least skills and lowest wages will be the direct beneficiaries - women and
young men. To the extent barriers to entry are reduced, financial markets are
opened, and new entrepreneurs encouraged, benefits will accrue to
traditionally disadvantaged groups, in that ownership opportunities will
become much greater. There will be a spill over effect from the project which
will benefit the socliety and economy in general.

RBopulation and Unemployment

Jamaica's population is estimated at 2.4 million. Of this number, slightly
more than one million people are available to work, Total employment in 1988
averaged 871,800, which was partly due to the increase of 21,600 in female
employment. In contrast, the employment level of male workers declined by
4,800. However, despite this downward movement in male employment, their
relative share of overall employment continued to be higher than that of their
female counterparts: 58 percent as agalnst 42 percent. Despite the employment
gains of women, their unemployment rate was more than twice that for men: 27
percent vs. 12 percent. The average unemployment rate during the same period
was 19 percent. (Note: Unemployment rates in Jamaica are calculated based on
those who are looking for employment &nd those who are not looking.)

atlo

Increasingly, more jobs are demanded in urban areas where unemployment is
highest. Jamaica's urban population has registered significant increase over
the rural areas, creating densely populated, poverty stricken pockets. From
1970 to 1982, the total population increased by 19 percent, but that figure
hitles the difference in the percentage increase in the urban and rural
populations. While the rural population increased by only 7 percent, the
urban population during the same period increased by 40 percent. Today,
roughly 40 percent of Jamaica's population lives in rural areas.

Although Jamaica is experiencing a positive low annual birth rate, the
population has continued a rapid process of urbanization which is quickly
diversifying. Just after World War II, the Parishes of Kingston and St.
Andrews contained approximately 85 percent of the country's urban population.
By 1970, urban diversification had taken hold in May Pen, Montego Bay and
Spanish Town. These growth areas were primarily located near tourist or
bauxite/alumina

centers. Therefore, within 25 years, the urban population located in the
Parishes of Kingston and St. Andrew fell to roughly 63 percent of total urban
population, and by 1982, the figure was slightly over 50 percent. This shift
in population increased pressure in additional urban areas for creates jobs
and income.

m



Migration

. The country's annual population growth rate in 1987 was 0.4 percent which
reflects not only the net rate of natural increase but also the net external
migration. Due to high unemployment and underemployment, low wages, and
deteriorating working conditions, emigration from Jamaica to North America has
increased significantiy over the past few years with the below 20 age group
comprising the largest group, More than half of the migrants are in the
vorking age group of 20-59 years, and in 1987 females outnumbered (53 percent
of the total) male migrants over previous years.

sSocial Indicators:

The country's social indicators are high for a developing country: life
expectancy at birth is 72.6 years, infant mortality is about 18 deaths per
1000 1ive births, and, nutritionally, Jamaicans receive about 111 percent of
the necessary calorie supply (2,585 calories per capita). Adult literacy in
Jamaica stands at 73 percent and total school enrollment as a ratio of
population is 104.7 for primary schools, 88.1 percent for secondary schools,
and 4.7 percent for post secondary schools., These figures, however, hide the
effect of the government's dwindling budget and IMF Structural Adjustment
Program. Social services, particularly health and education, have
deteriorated substantially. Resuscitation is possible only if the private
sector takes an active role either in supplying needed soclial services or in
employing staff to widen the income tax base.

mplo t_Oppo es

The services sector employs the largest percentage of the population at 52
percent, followed by agriculture at 30 percent, manufacturing at 14 percent,
construction at 4 percent and mining at less than 1 percent. Agriculture and
services show the greatest historical growth rates since 1965 at 1.9 and 1.3
percent respectively. With an average annual growth in labor force standing
at 2.9 percent, it is clear that jobs will continue to be a major concern for
the Jamaican Government. Furthermore, since January 1987, the GOJ has adhered
to a 10 percent wage increase target that had been agreed to as part of the
IMF stand--by accord.

As mentioned above, some increases have occurred in the participation of women
in the workforce, both in the over and under 25 year age groups. This
expansion is a result of increased economic activity in informal businesses
(e.g., Informal Commercial Importers) and in the apparel and sewn products
sub-sector, where employment has a high concentration of female workers. But,
all is not well in the working condition of female workers in garment

factories in the free zones. Complaints of unfair working conditions (e.g.,
low wages, compulsory overtime, lack of sick and annual leave, no facilities
for treatment of work-related injuries), and labor unrest plague many of the
garment factories.
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'WOmen continue to experience higher unemployment and underemployment than men

in the workforce. The proportion of female workers employed on a part-time
basis, which is one indicator of underemployment, continues to bhe
significantly higher than for their male counterparts. The GOJ has
implemented several measures to address the unemployment situation of this
vulnerable group, including programs such as the Dutch Program for Women
implemented by Solidarity and H.E.A.R.T. Trust. Additionally, the expansion
in the 807 and Cut, Make and Trim (CMT) programs have contributed to the
declining unemployment rates of these workers. The best hope, however, for
women seems to be in the small business sector. Roughly 41 percent of all
small and micro businesses are women-owned. '

The quest for self-employment has been a traditional strategy for both men and
women in Jamaica. The Labor Force Surveys of the 1970's indicate significant
growth in the number of persons involved in such occupations particularly
during peak unemployment periods. This trend continued into the 1980°'s.
Between 1980-87, the number of women in independent occupations increased from
91,200 to 114,000 while the number of males also increased from 208,000 to

238,900 over the same period.

There is evidence to suggest that Structural Adjustment policies have
stimulated informal sector participation, and government programs such as
Solidarity and Self-Start which provide seed capital for micro-enterprises
have facilitated those persons who have been displaced by public sector
cut~backs or who already have on-going independent occupations. These
programs alone, however, do not account for the growth in the size of the
sector. One explanation for growth of the informal distributive trading
sector is that deregulation policies have reduced the barriers to importation
and encouraged small-scale traders to ply between Jamaica and regional ports
to supply the local market with imported goods. This has created income
generation opportunities for thousands of women who now form an employment
category called Informal Commercial Importers. Over 24,000 females entered
the distributive trades over the period 1980-87.

Although there is some disparity with respect to gender, males under 25 years
old represent another group plagued by a high proportion of unemployment.
Unemployment among members of this group stands at 26%, while the group of men
25 years of age and over has grown in employment steadily over the past few
years as a result of economicactivity in manufacturing sector as well as in
construction which is traditionally a male-dominated sector. The largest
employment increase by occupational group occurred in the craftsmen,

production process and operating group. This occupational group has increased
in employment and was responsible for the overall increase among "blue collar"
workers, because employment among laborers increased marginally.



*Jamaica has experienced sectoral labor shifts over the last 20 years which
reflect, to some degree, the country's level of development. Only about a
third of the labor force is involved in agriculture, representing a gradual
reduction from the turn of the century when the vast majority of the labor
foite was involved in agriculture. Also, like other former colonies with a
high propensity to import, Jamaica has a weak manufacturing sector which
employs only a small part of the labor force. Manufacturing has never been a
dominant part of the Jamaican economy. Additionally, the services sector
(wvhich includes some tourism) is large, hoovering around the S0 percent
level. Much of the services-related employment has mushroomed simply as
administrative support, i.e. clerical and sales personnel for distribution.
Jamaica continues to import much of its manufacturing needs rather than
produce them.

This project, however, will focus on those sub-gsectors which are most likely
to produce sustained economic activity and create backward and forward
linkages in the economy. Additionally, the project will reach those who most
need employment and higher incomes.
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BACKGROUND:

The proposed Export Development and Investment Promotion Prosect
(EDIP) represents a culmination of USAID/Jamaica experience and
USAID expertise gained through the support of exéort develocment
activities in Jamaica. The project goal is to foster economic
growth and equity. 1Its purpose is to increase exports and diversify
investments. These elements were identified in USAID/Jamaica's
Private Sector sgﬁﬁtegy (March, 1988) as the most.effgctive way in

whi¢h to provide ;éw opportunities for a broader baie of the

population,

The Project is commensurate with the Govétnment of Jamaica's (GOJ)
macro policy to encourage export-oriented growth to generate foreign
exchange earnings and increase employment. Through various GOJ and
privpte sector o:ganizaqions, the Project will support efforts to

' remove constraints to export and business opportunities and assist
in designing new policies which will encourage private sector
expansion in the export sector. Policy dialogue and specific

project components are key elements necessary to promote an export

led economy. Tﬁe components include:

1. Small Business Development - Major objeciives are to: increase
the start-up and expansion of small and mecium size Jamaican

businesses; diversify the product mix; and expand and diversify the

ownership base,.

2, Feeder Industries - The thrust is to strengthen emerging export

sub~sectors and to move each to an economic self-sufficient take oOff




point. The development of small business Zeeder ficrms is crucia. :-

- .

the success of this component,

3. New Start Ups and Restructuring - Joint ventures and export
promotion with more esgstablished firms will be the major thrusc-of
this coméonent. The essential feature of this component is
encouragement of for2ign investments in Jamaica and encouraqging

existing businesa'to restructure in order to sucessfully enter the

export market, s

i
4. Financial Markets - This component will assist in developing
programs to stimulate savings, encourage investments in long term
securities, provide industry with access to capital and encourace

the use of free market forces to allocate capital to productive

enterprises.

S. Privatization - The objective of this component is to continue
support to the Government of Jamaica in its effort to divest

public-owned entities and to privatize selected Government

operations.

',5. Inat{tutional Development - Strengthening the capacity of GoJ
and private sector organizatiops to move increasingly from a public

relations/lobbying role to the provision of services demanded by the

private sector.

DISCUSSION:

The intent of this project is to increase exports and diversify

investments., AID inputs will be in the form of training, technical

i
-

,'\Q\




assistance and limited supply of commodities. The prodect will

finance new construction sites, therefore, negative impacts are

e J
[¢]
it

expected to be minimal. (See Impact Identification and Evaluation

Form).

RECOMMENDATION:

A negative determination is recommended.
!
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Annex G, 4 |

EXPORT DEVELOPMENT AND INVESTMENT PROMOTION PROJECT
532-0135

B. Financial Analysis

Many of the activities financed by this project will be further
defined as a result of business plan submitted by firms or
organizations in response to USAID request for proposals. These
include; the Feeder Industry Pilot, feasibility studies, Small
Business Organizations, JAMPRO industrial consulting, and others.
These business plans will under¢> an administrative and financial
analysis at the time they are presented or will be analyzed by
experts prior to implementation. They do not lend themselves to
conventional AID financial analysis at this stage of project
development.

EDIP support for the National Development Foundation (NDF) is
analyzed below to support the Project Paper contention that NDF can
continue to lend after EDIP financing is depleted, Following this
analysis is an explanation of the financial effect of EDIP
assistance on JAMPRO, and the liklihood of the GOJ cantinuing to
finance recurrent costs associated with investment and trade
pramotion activities,

1. National Development Foundation

In June, 1988 Price Waterhouse campleted a USAID-financed, five
month operational review of the National Development Foundation
(NDF) with the express purpose of identifying a viable strategy for
self-sufficiency over the next five years. The Executive Summary of
their final report is contained in Annex G.

The financial and other analyses concluded that with some
organizational and management changes, and an expanded loan
portfolio NDF could achieve overall self-sufficiency in five years.
Price Waterhouse recammendations included redefining loan
origination, counseling and monitoring functions, raising interest
rates and selected fees, and increasing the nunbe: amu aveiaye size
of outstanding loans. A decentralized management structure was also
recammended, accampanied by stronger senior staffing.

NDF management has placed the organization squarely on the road to
self-sufficiency by making it stronger financially and

managerially. The best indicator of overall improved performance is
the reduction in overall operating deficit as a percentage of gross
expenditures, from 38 percent in August 1988 to just 10 percent a
year later,
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During the past year NDF has vigorously pursued Price Waterhouse
recommendations. A new Director of Banking Operations was appointed
to oversee credit services throughout the country, and several
additional managers were appointed as well. The accounting and
management information system installed in 1986 is undergoing a
significant software and hardware upgrade to improve monitoring and
control., Staff responsibilities in the Technical Assistance and
Training Division were reorganized to separate loan monitoring
functions fram those of counseling and project development.
Sstrengthened loan monitoring reduced arrears and non-current
accounts fram 12.6 percent of outstanding loans at the end of 1987
to 9.7 percent as of August 1989.

Price Waterhouse conducted an in-depth cash flow analysis and
recommended an expanded loan portfolio and increased loan size to
reach a break-even point for banking operations. Since June 1988
the outstanding loan portfolio has grown from J$12.4 million to
J$31.0 million, and continues to increase at over 50 percent per
annum, Average loan size has increased from J$16,000 in 1986-87 to
J$21,300 for 1989. Interest rates were raised to 20 percent, and
banking operations went from a deficit position of J$119,000 in June
1988, to a surplus of J$415,000 one year later.

Pees for Project Development, Consulting and Training activities
were raised to recover costs wherever possible. The result was an
increase in 1989 non-interest income to date of 247 percent over end
of year 1988 totals. In 1986 NDF decided to establish an endowment
fund to ensure technical assistance and training activities could be
accomodated under a self-sufficiency strategy. To date it has
received commitments to the endowment fund of over J$13.0 million.

Despite a mixture of loan and grant financing fram several other
donors, assistance to date is not sufficient to place the
organization in an overall surplus revenue position. In the face of
demand representing eight times its ability to provide credit
services, NDF has rapidly expanded its portfolio. Nevertheless
expensive technical assistance and training costs must be offset by
surplus revenues fram credit operations, cambined with revenues from
the endownent fund. NDF will continue increase the size of its
endownent and expand its lending operations to the point at which it

will r2 capable of meet.ng «li ius e.p2nses. Using }irice Waterk .sse-

and other analyses, and based on current operating experience, NUF

estimates a total loan portfolio of J$50.0 million and an endowment
of J$25.0 million will enable it to generate revenues sufficient to
cover all costs.

This will not however permit it to meet even one third of the
effective demand for credit services from its clientele, nor to
expand operations over time fram surplus revenues. NDF estimates a
portfolio of over J$100.0 million would be required to meet just S0
percent of the effective demand for credit.
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Combined with approximately J$25.0 million in other donor support
over the next three years, USAID's J$4.55 million (US$.70 million)
grant for credit operations will result in a loan portfolio of about
J$60.5 million, therby enabling the organization to achieve its
intermediate goal of becoming a development finance institution °*
meeting costs from its revenues, and servicing a significant number
of small enterprise needs.

2. JAMERO

EDIP will finance selected trade and investment promotion activities
and technical assistance and training to strengthen JAMPRO
industrial consulting capabilities. Neither the administration of
project funds, nor the implementation of specific activities will
place a material financial burden on JAMPRO. While an in-depth
financial analysis is therefore not required, some additional
information is provided below to better understand the project's
effect on JAMPRO.

Government of Jamaica commitments to trade and investment pramotion
activities currently co-financed by USAID are likely to remain
stable, even after EDIP support ends. Over the last six years USAID
has provided approximately US$1.5 million a year to JAMPRO and/or
its predecessor agencies for similar activities. Nevertheless,
Mission assistance represented a small proportion of the annual QOJ
expenditures. For example, USAID assistance amounted to only 10
percent of JAMPRO's overall budget in 1987-88, and 12 percent in
1988-89. While EDIP expands assistance to the industrial consulting
component of JAMPRO services, the reduction in overseas promotional
activities will keep overall AID assistance to a relatively amall
proportion of JAMPRO expenditures.

Neither will EDIP activities require a significant realignment of
JAMPRO's budget, beyond what has already been put into effect as of
FPY89. 1In line with the QOJ efforts to focus on Jamaican production
constraints, EDIP will finance a reduced level of overseas trade and
investment pramotion activities campared to prior years. With few
exceptions, EDIP-financed industrial consultants will upgrade the
skills of existing JAMPRO engineers, expanding the range and quality
of t'.2i  edsa cise and avoiding the need to ma:erially increuase
staff size. The fact that a realignment consistent with the project
strategy has already been put in place further supports the
liklihood that GOJ support for JAMPRO'S recurrent costs is likely to
remain stable or increase.

Finally, EDIP-financed efforts to shift the burden of technical
assistance and overseas marketing to private sector organizations
and firms will serve to reduce the demand for JAMPRO services over
time, with a corresponding reduction in the GOJ financial burden.
While this will require a longer period of time than the three year
life-of-project, its long term impact should not be discounted.

doc.0048B,qw,11/27
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5 Annex G.5

A. Institutional Analysis

This analysis reviews the rationale behind the selection of JAMPRO
and NDF as the two principle implementing agencies for EDIP, It
identifies the analyses prepared to support their participation and
describes each organization history and objectives.

As mentioned elsewhere in the paper, USAID carried out a series of
assessments in 1987 and 1988 in preparation for the this project.
Included in the scope of these assesaments was a review of
institutions  involved in export and investment promotion and of
their ability to deliver camprehensive business services,

The study on Small Business and Export Marketing Assessments
revealed that, apart fram the government-financed JAMPRO, there
existed very limited organizational capability to deliver the kind
of business services envisioned under EDIP, While several
organizations had complimentary services, most limited themselves to
lobbying actions on behalf of their members. FPurthermore, the team
concluded JAMPRO was doing a credible job carrying out its mandate,
especially with regard to investment pramotion. The analyses
leading to the project paper therefore concluded that the primary
implementing agency for the technical assistance and investment
promotion components must be JAMPRO, and that the project could
usefully pursue the development of comparable services in
non—-govermment organizations.

The Mission then undertook to determine if JAMPRO could absorb the
volume of project assistance contemplated under EDIP. A review of
prior Mission experience working with JAMPRO and its predecessor
agencies under the Technical Consultations & Training Grant (TC&TG),
and the results of a Price Waterhouse review of accounting and
adninistrative systems in preparation for the Burricane
Reconstruction Project both lead the Mission to conclude JAMPRO was
fully capable of implementing EDIP.

The administrative and managerial demands placed on JAMPRO under
EDIP are no grezter than ilx 2 roquired fo: s&i..il.. programs

" implemented with TC&TG Project financing. Under that project JAMPRO

and its predecessor agencies have implemented similar services for
the past five years, (EDIP refocuses resources on technical
assistance activities, but overall levels remain constant.) During
the prior period, JAMPRO fully demonstrated its ability to manage
project funds, undertake contracting and commodity procurement
actions, and report accurately on its progress. At the same time
JAMPRO managed considerably more funds provided bz the GOJ and other
donors. While USAID assistance amounted to over $1.75 million
annually for the past two years, this amount never exceeded 12
percent of JAMPRO'S operational budget.

Prior to implementation of the Export Business Recovery and Micro
and Small Enterprise Components of the Hurricane Reconstruction



Project in March of 1989, Price Waterhouse reviewed JAMPRO
administrative and accounting procedures. The review examined two
implementing divisions, the Block Grant Unit and the Accounts

. Department. It concluded that JAMPRO was fully capable of managing
these two components, despite the tight implementation schedule and
the need to disburse funds rapidly.

The previously mentioned assessments and related analyses vere
relied also upon to select the National Development Foundation to
implement the small enterprise credit component of EDIP. The
Assessment of Small Enterprises identified NDF as the leading
provider of credit services to this sector in Jamaica. No other .
institution could match NDF coverage or performance, and NDF
possessed significant capacity to expand as well. Given the.
Mission's long association with the organization (see below) and
their leading role in providing credit services, NDF's role in the
credit component vas never seriously in doubt. To determine whether
or not NDF could absorb the EDIP funds, the Mission relied on two
additional analyses.

In 1988, Price Waterhouse vas requested to conduct an operational
review fo: strategic planning. This review made a series of
recommensations regarding pricing, budgeting, and organizational
structure to permit a rapid expansion of NDF lending and technical
gervices. The review clearly demonstrated NDF's ability to expand
their services beyond the level of assistance planned under EDIP,.
Most of the recommendations have gince been implemented and
substantial growth has taken place (See the Financilal Analyasis
Section).

An sudit of NDF/J's loan activities under the Emergency
Rehabilitation Project was carried out recently. The audit

disclosed some administrative weaknesses in accounting and reporting
on loan activities, but these problems have been addressed and NDF/J
is strengthening its administration (See Financial Analysis section).

The second confirmation of NDF's ability to manage EDIP funds comes
from an on-going 1988/1989 audit of Hurricane Reconstruction Froject
implementation. NDF accounting controls and reporting procedures
have been verified by Touche Ross through a monthly review of
on-going project implementation. They have been consistently
reported as adequate for handling over US$2.0 million in small
enterprise credits.

Additional descriptive information is provided below on JAMPRO and
FDF tc f- t™-cr document their performe:.z: AF’ec ‘7129 and Scture
plans.

Jamaica Promotions, Ltd. (JAMPRO) JAMPRO LID.

JAMPRO 1s the government of Jamaica's economic development agency.
It has been created out of the merger of the Jamaica National
Investment Promotion Limited (JNIP), the Jamaics Industrial
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Development Corporation (JIDC) and the Jamaica National Export
Corporation (JNEC). Combining the services of all three, JAMPRO is
responsible for the development and implementation of programs to
encourage investment, provide training, modernize industries, and
stimulate export trade for Jamaica.

The policy emphasis of the new Government and GOJ's budget
constraints recently led to a restructuring of the operations of
JAMPRO in accordance with the attached organization chart.

In essence, the basis for the restructure of JAMPRO was to:

(1) Streamline its functions to take advantages of economies of
scale in investment promotion, marketing and modernization
activities. Yet, JAMPRO has kept to a minimum reductions in
the complement of local staff in the key areas of training
and industry modernization, trade regulation, investment and
trade promotion.

(2) Significantly reduce the foreign exchange component of
JAMPRO's budget, while seeking to maintain a viable presence
in key countries/regions which are the main sources of
foreign investment flows and the major purchasers of
Jamaican exports.

Briefly, the major changes involve:

(1) A move avay from an organization based mainly on group
functions (trade services, promotional services, industrial
training services etc.) to one organized to reflect sectoral
product priorities, e.g. agro-industry, apparel and
footwear, furniture & wood products, minerals, and heavy
industries. (Please see accompanying chart). Each
sector/product unit will have links with the Board of
Directors and benefit from their expertise through
sector/product sub-committees of the Board. The rationale
behind this arrangement, according to JAMPRO, was to allow
JAMPRO to respond in a more co-ordinated manner than in the
past to the needs of businesses in the designated priority
sectors.

(2) Forging of strong links with Jamaica's High Commission,
Embassies, Consulates in North America, Burope and the Far
East to avoid the possible duplication of offices and
ascoc’ate” cdminis rative/accounting, secrei:arinl ser lce
According to plans, two offices will be closed, “wo will
reduce their staff complement aignificantly, and move into
consulates, and the New York Office will have its staff
reduced dy about %5 percent. Overall, the overseas staff
positions will be reduced by 51 percent.

(3) Undertaking more promotional activities in and from
Jamaica. This is expected to result in more selective
investment promotions and targetted export marketing.



(4) The creation of a unit to prepare pre-investment studies and
the placing of greater emphasis on the Business Advisory and
Regional Development activities which involve mainly small
businesses.

(5) Maintaining a strong emphasis on delivery of qu;lity
industrial training and effective Export Administration
services,

(6) Closing the Project and Construction Monitoring Unit,

As one of its initial planning steps, JAMPRO has prepared a
vorkplan, which will provide the basis to measure its effectiveness
under the new organizational structure. The plan entails the
following for the operational year 1989/1990:

(1). Industry Modernjzation. Under this program, JAMPRO seeks

to provide:

(a) Short and long term technical assistance to enterprises in
the priority subsectors to increase productivity and lower
production costs.

(b) Retool enterprises by assessing reduced rates of duties on
imports of capital goods. According to JAMPRO, some 200
firms will be examined and approximately 160 of these will
be certified for benefits.

(c) Provision of industrial training for managerial, technical
and operational personnel in industry. The number of
courses planned is 115 with anticipated participation of
1,700 persons.

(d) Provision of training in toolmaking and repair and
maintenance of equipment and tools for 60 participants.

(2) Esteblishment of a Design Center (with UNIDO/UNDP

assistance)., The purpose of this center will be to work with
exporters and the packaging sub-sector in design packaging and
product development. It is expected that {t will focus particularly
on quality requirements and trends. It would also seek to re-orient
local designers towards developing appropriate packaging and to
educatz local manufacturers to help them compete in the
international markets.

(3) Aechnice)l Assistance. A technical assistance program to
assist local companies upgrade their production methods and increase

their productivity levels is in place. This program provides
industrial engineers, machine maintenance engineers, technicians and
other technical consultants to work with local cowpanies for
specified periods ranging between 2 to 24 months.

29 -



(4) Investment Promotion. Under the new structure,

JAMPRO expects to target investment efforts in the areas of:
agriculture (e.g. orchard crops, horticulture, aquaculture);
agro processing industries (e.g. food processing); footwear and
allied products; apparel; furniture and wood products; toys and
sporting goods; minerals, chemicals and heavy industries;
tourism; information processing and associated activities; and
crafts.

According to JAMPRO projections, the aforesaid structure,
togather with the organization of investment seminars and
wvorkshops, and complementary activities such as the
streamlining of the investment incentives program, will
contribute to the implementation of 140 new projects (including
25 contracts), generating jobs for approximately 7,000 persons.

In the area of export promotion, JAMPRO will court buyers
from Europe, U.K., Canada, U.S. and the Far East as well as
CARICOM and the Central American countries. To do this, JAMPRO
sponsors specialized product promotions, in-store promotions,
invard buying missions, outward selling missions and attendance
at trade fairs. JAMPRO expects that these activities will
establish new market niches in West Germany; U.K.: Netherlands;
Canada-(Ontario, Quebec;) U.S.A. - (California; Beston,
Chicago, New York, Puerto Rico and U.S. Virgin Island;)
Caribbean and Central America - (CARICOM, Costa Rico, Mexico,
Curacao, St. Maarteen).

Products such as strawberries, mushrooms, melon, chinege
vegetables, canned ackees and June Plums are expected to
receive special attention, further diversifying exports from
Jamaica. These products were selected for promotion after an
analysis of enquiries registered in the local and overseas
offices over the past 15 months.

Along vwith plans to penetrate new markets and promote new
products, JAMPRO's export promotion program is aimed at
educating exporters on rav material sources, product package
design, marketing and promotional strategies for various
products.

An independent firm carried out recently an sudit of JAMPRO's
operations, in relation to this entity's involvement in
Hurricane Gilbert relief activities. The audit entailed
internal controls, accounting, reporting and host country
contracting ::.pabilities. TIhe aucit disclosed no wajor
veaknesses of JAMIRO operation's in these areas.



The National Development Foundation of Jammica (NDF/J)

The KDF/J vas established on November 16, 1981, as a
not-for-profit company under Section 20 of the COmpanie‘ Act of
Jamaica. The NDF/J is-legally empowered through its by-laws to
make loans upon such terms as the Board of Management of the
RDF/J may determine. It is slso empowered to obtain funds
either in Jamaica or externally, and to borrow or raise money
for the object and purpose of the NDF/J. 1Its stated objectives
are to; ,

~- provide credit to persons engaged in small businesses

in order to enable them tc improve their purchasing and

operating capacities;

-~ provide technical services and training to
entrepreneurs in the small business sector; and

-- generate direct and indirect employment opportunities
wvithin the sector.

The Foundation has received funding from the following sources:

United States Agency for International Development (USAID)
Jamaica Agricultural Development Foundation (JADF)
Canadian International Development Agency (CIDA)

German Agency for Tachnical Cooperation (GTZ)

Pan American Development Foundation (PADF)

Inter-American Development Bank (IDB)

Rational Development Bank (NDB)

USAID assistance has been in the form of an Operational Program
Grant, one grant each under the TC&TG, Emergency
Rehabilitation, and Hurricane Reconstruction Projects, and a
Section 108 Loan.

The RDF/J 1s governed by a 22-person board of directors,
including several prominent business people drawn from a wide
cross-section of the business community. NDF/J's executive
director manages its 64 person staff; 27 of these are
professionals in banking, finance, accounting, law, management,
public relations and training. The Bank has recently increased
its collections department by an additional 4 persons, since
there vas a lag in the levels of collections. The rate of
collection has since moved from J$300,000 (US$51,000) to J$1.0
million (US$1i69,900) monthl: =

NDF/J's headquarters is in Kingston, and it operates five
branches -~ in Kingston, Montego Bay, Mandeville, Port Antonio,
and Ocho Rios, Overall, the staffing level appears adequate
snd competent to carry carry out NDF/J's banking functions.



The NDF/J has currently a permanent staff of 64 in the
following categories:

-- Senior Management b
‘-~ Branch Managers 4
-- Spervisors/Managers 13
-~ Field Officers 15
-- Administration 14
-~ Clerical Staff 7
-= Ancilliary Staff 7

The NDF is comprised of three principal groups: General
Assenmbly, Board of Directors and Executive Management. The
General Assembly consists of members of the NDF/J, {i.e., all
persons or imstitutions which have made contributions to the
NDF/J and have applied for and received membership status in
the NDF/J.

The Foundation offers the following services through its
Banking Operations Division: project development, project
analysis, loan packaging, loan monitoring, and business advice,
The Technical Services and Training Division provides the
following services: business counselling, business consultancy,
agricultural extension services, training, seminars/Workshops,
and information gathering and dissemination.

At the end of June 1989 the Foundation had made 2,361 loans
valued at J$35.8 million. The outstanding loan portfolio
balance at the time was comprised of 1,288 loans valued at
J$24.8 million. The loans were made in support of economic
activities in three sectors:

-- Manufacturing--25.3% (crafts, food processing,
footwear, furniture, garment, building materials)

-- Serviceg--53% (pastry/retail, grocery/retail,
meat/retail, transporation, education, hairdressing and
related areas)

-- Agricultyure--21.7% (agri-business, livestock)

The Foundation extends loans of up to J$500,000 to individuals
and groups. Loans of up to J$50,000 are handled through the
NDF/J's first window operations, while the second vindov serves
clients '7ith sreater Gemand. It is estimated th.t - .al°
business projects supported by NDF/J have generated in excess
of 6,400 jobs.

NDF/J's current loan eligibility criteria require that
applicants be individuals or groups with net assets of
J$500,000 or less (exclusive of land and buildings) and that
loans not exceed J$350,000. NDF/J prices loans to borrowers at
20 percent except for agricultural loans, wvhich are priced at

W



14 percent according to government practice. It has a total
loan portfolio of J$31.0 milldon (US$5.5 million equivalent) tn
2,200 customers, and average loan rize is J$16,000 (US$2,500).

The Banking and Technical Services and Training (TST) divisions
are regarded as separate functions with allocated costs. The
Banking Operation showed s small surplus for 1988 (J$251,870).
Technical Services and Training, however, despite an increase
in income gencrating activities, is expected to show a deficit

for some years.

An Endowment Fund was established in 1988, the income from
which is used to defray the cost of TST operations. This Fund
now has a balance of approximately J$4.695 million with a
budgeted target of J$13.763 million by the end of 1989,
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