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1. Pursuant to Part I, Chapter 1, Sections 103 and 106 of the }'ore1gn
Assistance Act of 1961, as amtnded, I hereby authorize the Export Development
and Investment Promotion Project for Jamaica, involving planned obligations of
Dot 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 auth::>r!zation,

• subject to the availability of funds in accordance with the A.I.D./OYa
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 ini tiel obligation. "

2. The Project will provide technical assistance and training to Jamairan
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 expert 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 s~ch 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 Oriain of Goods and Services. Nationality of Suppliers

Comm~dities 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.I.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 ot the United States. Motor
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 Lending

Under the credit component of the project, no loans may be extended
to: (1) policy making and management officials of the Rational Development
Foundation of Jamaica (RDF/J) and Jamaica Promotion Limited (JAMPRO); (2)
officers and management staff of firms auditing thp- RDF/J and JAMPRO, or (3)
members of the immediate families (parents, brothers, sisters and children) of
the persons named above.

William R. Josli
Director

USAID/Jamaica

Date:

Clearance:
CONT:RLeonardl-~~

OPPD:TTifft~~___
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Executive SUmmarY

A. SUmmarY Project Descrip1i2n

Jamaica must incI'ease exports and promote investments to address the
interrelated problems of unemployment, stagnant growth, a large external
deficit, and in~ufficient foreign reserves. The Government has taken
significant steps to address these problems, particularly through policies in
the areas of pricing, exchange rates, privatization, and invest~ent climate.
In addit.ion, Jarnaic4 is a good site for investment because of its geographic
location, its political stability, government S\1pport of free enterprise, and
:lts abundant labor force.

However, constraints related to low productivity, financial market
deficiencies, and lack of business infrastructure are now hampering Jamaic~'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 efficiently to meet international standards, and attract
investois, 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 proj ec t design follows from four assessments (fblandal 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 r~solve 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 (J~~PRO), the main impl~menting agency, will have overall project
management responsibility and will 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. lESC
will receive a grant to continue its prevision of technical 8ssistance 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 artivities 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 ~portG and diversify investment, improve industrikl
productivity, develop trained p~r&onnel, broad~n the industrial ownership
base, and generate emplQyment. Sectors for project activities will be
determined by the Project Coordinating Committee, based on analY3is of market
conditions and anticipated impact. Likely ,areas based on market trends to
date include apparel, agribusiness, furniture, electroni~s, horticulture, and
touriBm. Lautenberg and Policy Dete~ination No. 71 limitations on AAD
funding will be followed.

Based on tbe analyses summarized in the project paper, the project ts
technically, economically, financially, socially, administratively, and
environmentally Bound and ready for implementation. Project feasibility was
a.aeased by the project committp.e and a U.S. consultant with a strong private
sector background. The project meets all statutory c~iteria (see Annex C).

B. DAEC Issues

A DAEC review of the EDIP PrQject Paper (PP) WIS held in AID/Won August 8,
1989. The OAEC decided to delegate approval 5uthority to USAID/Jamaica for a
scaled-down project totaling $7.0 million over a three-year period, per STATE
315797 of October 2, 1989. The appro~al to authorize the project was given to
the Mission, subject to a revision of the rp to satisfy certain suggestions
made during the meeting. These suggestions are cited below and include a
discussion on how the revised project design incorporates 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."

Answer: 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 aSBign existing personnel as
counterparts to the project, therefore the impact of the project on the GOJ's
recurrent budget will be minimal. USAID and NOr 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 Agre~ment, to ensure that
no funds are disbursed to NDF/J until USAID is satisfied with the
institution's financial projection statements.

b. SU&8~ption No.2: "Provide an institutional analysis of the
various implementing agencies."

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

c. Sug&~stion No, 3. "lo'%'oject management/monitoring - a clearer
presentation of the various roles and respvnsibilities of each implementing
agency (for each component) should be provided."
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Answer: Project management, monitoring, evaluations r and auditing
arrangements, and the role of each participating agency art. discussed in
detail in the implementation section of this Project Paper.

d. Suggestion No.4: "Evaluation Plan - the revised PP IIhould contain
thir plan, including a description of the Management Information System, 'and
the role of program audits."

Answer; 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 lESC
component".

Answer; 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 be 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 of 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.7: Investment Promotion. "This component needs to
be developed further. ~~at is the criteria (in general) for selecting joint
venture partners. What has been the Jamaican joint venture experience in the
pas'!:? What is Mission's approval role (if any)."

Answer; 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. Sugge~tion No.8: Stock Exchange: "Until there is a poliry 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 ~ssistance 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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Answerj The Stock Exchange component is no longer a part of the initial
project. The project will provide some funding for policy studies to fill
il1fo~ation gaps and provide the b,sis fnr evaluation of future assistance in
this area.

i. Suggestion No.9: Qther 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)."

Anewerj 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, criteria for
participation in the credit component, etc.

j. Suggestion No. 10: 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 UTE
$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 wauid not have enabled the
project to achieve expected accomplishments under the NDF, feeder industry and
business organization development components.

c. ~nvironmental Determination

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

D. Delegation of Authorl!x

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.
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I. Proiect Rationale and Description

A. Project Rationale

1. Opportunities

a. Background

Until Hurricane Gilbert in September 1988 (which caused loases of US$l 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. T.he public sector deficit declined to 5.4
percent of GDP in 1987/88 from 19 percent in 1983/84. Non-tradi~ional 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:

o 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 proc~ss 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 goods and, to earn foreign exchange to pay for them, on a
few commodit~,es (bauxite, sugar), tourism and a ndrrow manufacturing base. In
1987, Jamaica's imports of goods and services amounted to 42 percent of GDP.
Its debt burden, estimated at U5$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 5tates for tourists (75% are from the U.S.) and for
purchase of non-traditional exports.

Jamaica's non-traditional exports Brew steadily in the 1983-1988 period at an
average annual rate of 10.4 percent. Th~ share of non-traditional exports as
a percentage of total exports increased from 22 percent in 1983 to 32 percp.nt
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 foodstuff~, beverages and tobacco, apparel, and mis~el1aneous

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 19B2 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 USt187 million. Prospects
for the industry are encouraging. Othp.r sub-sectors with growth potential are
electronics and furniture. In 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 enterprisea support an
average of 11 employees and have assets between .1$31,000 (U5$5,600 equivalent)
and J$I,015,000 (U5$185,000). Sales vary highly depending on the sector, from
J$116,000 (US$2l,000) to J$l,IOO,OOO (US$200,000) in rural areas and from
J$317,000 (US$58,000) to J$I,5l2,OOO (U5$275,000) in Kingston.

In Jamaica, small businesses predominate in five economic sectors:
agriculture, manufacturing, tourism, hospitality and entertainment services
and miscellaneous 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 transp~rtation 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 tho.e engaged in .mall bU8inea.. Over 90 percent of the principals
now depend on the bu.1ne.a aa their aole aource of income. Small b~sineases

employ 80,000 perlons and lupport 80me 320,000 people (~bout 15 percent of the
population).
Women'l pMrticipation in the work force t. directly incroe••d by 8mall
bu.inea. development. Appro~imately 48 percent of the principal, in all amall
bu.ine••e. are women, and 51 percent of the principal. in rural-baaed amall
busine••e. are women. Women account for 47 percent of the national labor
force and have an unemployment rate of 27 percent. Another &roup that
account. for a .ignificant proportion of the unemployed are you~g men (1.4 to
24 years old) which are almost 30 p~rcent 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
~roups.

b. GOJ Priori~les

The Manley Government, elected in February 1989, has moved quickly to confirm
its ~upport for an export led economic 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 qu:~~er; 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 priv4te investor, sold eight hotels to private
sector buyers, and completed several other long penaing 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. U3AID/Jamaica Priorities

The Froject responds to the goals outlined in the CDSS of assisting in short
term economic utabilization, 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 expoTts 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 approach 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

I
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tar.et,d in activities, export sectors snd implementin. agencies and more
focussed on removing the policy snd production constraints to exports and
investment. Other USAID activities which support this project sre: Private
Development Bank Project, Health Sector Initiatives Project, Crop
Diversification/Irri.ation Project, National Development Foundation Project,
Manalement Bducation Project, IDT.er Kingston Project, BSF/PL-480 policy
dialolu" Alricultural Export Services Project, proposed Microenterprise
Project, snd proposed Inner Kingston Pha~e II Project.

2. Constrainto

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 developing a
project responsive to current needs for export and investment expansion.
Therefore, USAID contracted four assessments, to be performed chiefly by
Jamaicans but with some assistance from American expert.s in specific fields.
The four assessments were undertaken in 1988-1989 and covered: snlall business
environment, feeder industries, export marketing process, and financial
markets. The assessment contractors worked closely with USAID, JAMPRO, PSOJ,
NDF/J, SBAJ and other private sector organizations. JAMPRO co-sponsored three
assessments, 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. T~ese

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 bUdget ted 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, but 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 the 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 ~n intermediary between
exporters/investors and the government bureaucracy, and providing market
information.

r
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o Constraints to export and investment development are interdependent.
One cannot use a "aingle purpose" approach to relolve these constraints with
any a.surance of success because the constraints impact all business
activities, including production, marketing, finance, and man.~ement.

Consequently, this project is an integrated approach to r~ducing major
constrainta •

The as.e.sments alao revealed a lack of public confidence in the private
sector as the engine of economic growth. Although imprecisely defined, many
people are akeptical about the fairness of the economic rules-of~the-game, the
honest funetioning of market forces, and the country's export-led growth
atrategy. This attitude constrains productivity in two ways. First, there is
8 strong perception that recent economic reforms have not created a "level
playing field." This belief is particularly marked in the financial area,
where many question the fairn2ss 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 ~conomy, 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 constraInt 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 only 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) Hiah 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 Productivity Group

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

r
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atrategies, and underestimate costs of market development. Once an overseas
market is developed, firms may lose their niche because of inadequate
8upplies, poor distribution networks, outdated packaging, and high cost.
Small firms, especially thoBe outside of the apparel induBtry, require
aBsiatance in arranBing 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 Manager9 and Skilled Workers

Human resource constraints, especially lack of middle management and
supervisory 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, WI) 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
exporte~s 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 r~design sector specific training programs •

Jamaica has had experience implementing a modernization program in the ,arment
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
Parellel 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 supply of local raw materials is a serious
problem, especially for the processed foods, furniture, and tourism
industries. For example, .upplies of raw materials - local or foreign - are
inadequate. Local producers are 8mall, undisciplined in meeting production
achedules, and hampered by equipment breakdown; lack warehouse apace and
workina capital for inventories; and lack adequste quality control
procedures. Foreign raw materials and parts are delayed by slo~ access to
foreian exchange through the auction system, resulting in delayed production
and delivery 8chedules. .

b. Financial Market Deficiencies Groyp

The chief constraints,.in the financial markets are: (1) high cost of credit,
,:2) lack of term financin~, (3) lack of equity financing, (4) lack of small
business credit, and (5) delays in accessing foreign exch~nge, 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 whi~h they must add other lending costs. The GOJ maintains
th~t 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 4re 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 ordinary 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 sheet~, 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:

o most companies are seriously underc~lpitalized, with debt:equity ratios
ranging from 3:1 to 9:1;

o company owners are unwilling to shore 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 inadel~uate 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) lending; and

o 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
institution 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 ~xchanse

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 failure to deliver funds promptly.

c. Lack of Business Infrastructure Group

The chief constraints in the area of business infrastructure are: (1) weak
business support servir.es, (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). Thp SBAJ, which peaked at more than
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1,400 members, as a result of an earlier U8AID strengthening grant, has since
faded back to only 300; there is some indicatio~ that it may be re-emerging in
importance. Business associations are also ac,ive 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, technical assistance in production technology and
processing, investment opportunity identification, technical assistance in
management, business and infrastructure 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 severe drain on the budget, resulting in misallocation of human and
financial resources which mtght 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 discretionary power over tax and rebate incentives, factory
costs, etc., Which require individual negotiations and deal-making.

(4) Cumbersome Exp~rt/lmport Procedures

Government agencies such as the Customs Office and Port Authority badly need
modernization and training. The assessments revealed, for ins.tance, 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.

(S) Inadequate Transportation

Transportation problems abound. Domestically, the principal problem appears
to be shortages of trucks, because of their high cost (~.g., a small six wheel
flat bed truck with a CIF value of U8$40,000 costs U8$63,000 equivalent), age
of fleets, lack of spare parts and import restrictions. As a result,
breakdowns are frequent, raw material supplies 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 workers, producing un.timely arrivals and reducing worker
efficiency.

(6) Insufficient Factory Space

The Imall business assessment revealed that about 60 percent of emaIl
bUlinesses 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
ent.repreneurs.

B. Project Objectives

1. Goal and Purpose

The project &QAl is to stimulate broad based economic growth in Jamaica,
resulting in increased levels of employment and highe~ real incomes. The
project ~~ is to increase exports and diversify investment, leading to
expanded sources of forei~n 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 par~ 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
leverege USAID resources and disabuse the private sector from the idea that
foreign assistance is 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 benefits 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;
however, 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 wtll 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.

1. Low Productivity Group

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 Inefficiencies

b. Constraint: Lack of Managers and Skilled Workers

This project will finance activities which primarily address the constraints
of business iuefficiencies 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
aector entities, with the concurrence of the Project Coordinating Committee.

To carry out this program, JAMPRO industrial engineers and specialists w~ll

vi.it plant. to offer a full range of in-plant technololY to firms in priority
sub-sectors. USAID has .upported a proaram 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 ••sistance 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 elllineers per year to continue these "extenBion" 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
exports 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 volunteer
projects overseas, some with AID ass~stance. 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 sharilll basis, approximately 40 volunteers over four
years. The volunteers will be assigned t~ work in areas outlined by IESC and
approved by AID. The estimated budget is $300,000.
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Constraint

1. Low Productivity Group
a. Business Inefficiencies
b. Lack of Managers and Skilled Workers

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

2. Financial Market Deficiencies Group
a. Delays ill Accessing Foreign Exchange
b. High Cost of Credit
c. Lack of Term Financing
d. Lack of Equity Financing

e. Lack of Small Business Credit

3. Lack of Business Infrastructure Group
a. Weak Business Support Services

b. Inefficient State Owned Enterprises
c. Unclear Investment Incentives
d. Cumbersome Export/Import Procedures
e. Inadequate Transportation
f. 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 - NOF

Small Business Development
Imprcvement of Private Sector Organizations
Improvement of Public Sector Organizations
Privatization Program
Operations Study
Operations Study
Policy Study
Policy Study

l
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(3) Trade Promotion - JAMPRO

This activity will finance selected a.pects of JAMPRO's trade promotion
program to improve marketing of Jamaican exports. USAID previously provided
extensive funding for JAMPRO trade promotion activities; this project will
provide limited funding for those aspe::ts given r,he higher prior:! ty 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 ReQYl1l: 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. ~~straint: 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 Jamaica, the concept has never achieved widespread ac~eptance. Previous
attempts show both failure and 8ucce~s. Jamaica Broilers I. an example of the
mo.t succea.fu1 feeder induatry investmenta. Thi. i. a classic example where
small farmera, under contract, provide bird. for processing and Wholesaling in
exchange for technololY, feed, and a luaranteed market. In contrast, an
example of a failure i8 Cornwall Dairy Developments, a diversified
agribuainesa operation (milk and milk products, juices). Thi. lead compahy
wa. set up to rely upon small dairy farmer., fr'uit and veletable farmers,
flavoring manufacturers, and augar producer.. A ca~e 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 a•• istance to the feeder firms. From the outs~t, the
enterprise was plagued with technical problems related to downtime,
maintenance, water supply, procurement of raw materials from feeders, quality,
productivity, and staffini.

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, det~rmine 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 U5$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.



- 18 -

IXR&ctod Ro.ult.: rbi. pilot project will inerea.e the participatina firms'
export .ale. 20 percent per year. In addition the followina operating rosults
are expected: e.tablishment of a brand image in the U.S.; hiah volume
produetion with benefit. from economie. of .cale; easina of procurement,
.toraae and .hippina problems; incrla.ed utilization of plant capacity;
.peci.lization to increa.e efficiency; and upsrad,d manaaement personnel.

(2) Inve.tment Promotion

A .econd activity will el.o reduce conltraints involvina lack ot' backward and
forwa~d linkaaes and unreliable .upplie. of inputs. Thi. activity 
investment promotion - include. lessons learned in other countr~' programs.

This activity will finance, on a 50:50 cost-sharing basi., Jamaican company
efforts to .eek dome.tic 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 p~oduction con.traints in product design, control
systems, packaging and marketing.

Expected Results: Approximately 5 new joint ventures will be established.

2. Financial Market Deficiencies Group

To mitigate financtal 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 contribute to the policy dialogue already
underway and it will provide funds to finance studies and other activities to
support this policy dialoBue. In other areas, the project will take a more
active role to reduce constraints.

8. 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 p.xchange 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 is to be undertaken in cooperation with the
banktirs' association.

~. ~onstr.int: 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 divestm~nts by the government. The stock exchange has been
visited by U.S. and other experts, who have offered advice and, in some cases,
moderate aAsistance 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 out~et 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.
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Pro1ected Results: Accomplishments expected 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-like
body, at least four new instruments traded (such as Treasury bills and
government debt), new compani~s' stock traded on the exchange, Bnd a modern
stock exchange serving the Caribbean.

e. Constraint: Lack of Small Business Credit

Lack of access to credit constrains establi.hm~nt 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 Business Infrastructure Gro~

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.

8. 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.



21 -

This element will finance part of the coats of expanding services available to
amall 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 self-sUfficiency within a
reasonable period and io expected to charge fees for services. Proposals will
b~ accepted on a cost sharing basis, and JAMPRO will administer sub-grants to
private sector organizations. The project will finance costs of: business
plans, t~chnlcal 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-sUfficiency, short term technical assistance, studies, commodities,
training, and public relations programs. Illustrative eligible activities
include: economic policy studies and dissemination to private sector leaders,
government officials, 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 ec~nomist, 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.

o 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 ~f Public Sector Organizations

This activity is similar to the private sector organization activity ~escribed

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
resolve 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 Re~: Streamlined operations of government agencies 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
services, 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 pollcy;

o Continually review public sector holdings for divestment;
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o Produce an annual divestment list with conditions for sale; and

o 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 wirl
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
privat~,zations 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
studie,s, 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. Constraint: Cumbersome Export/Import Procedures

e. Constraint: Inadequate Transportation

f. Constraint: 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 and
dissemination to a wide audience of policy makers and businesspersons.

II. Cost Estimate and Financial Plan

The total cost of this project is estimated at U5$9.8 million, of which USAID
will contribute U5$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. Summary co.t E.timate and Financial Plan

Table I ia a aummary of the coat estimates and financial plan for the total
project. Jamaican entities are contributing at leaat 25 percent of project
co.ts. The technical analy.es for the project revealed that the most serious
constraint. to increa.ed exports and inveatment are busine.s inefficiencies
(moatly production related), unreliable aupplie., deficient financial markets
and lack of business aupport aervices. Consequently, USAID resources will
finance the costs of technical expertise and other related inputs to resolve
these con.trainta a. follows: US$2.5 million for business inefficiencies,
U8$1.0 million for unreliable supplies, US$O.l million for deficient financial
markets, and U8$2.2 million for lack of business support services. Credit, also
identified aa a constraint for small busines.es will be eased by providing
Irants to ftDF/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 U8$2.8 million. For more detailed
cost estimates, please refer to Annex E.

B. Costing of Pro1ect 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
U8$3.6 million, credit at US$0.9 million, commodities at U8$0.4 million,
training at U8$0.4 million, and grants excluding credit of U8$1.2 million.
Program evaluations, monitoring audits and contingency are estimated at U5$0.5
million.

C. Pro1ection of Expenditures by Fiscal Year

Table III shows estimated ~penditures by component by year. Expenditures by
fiscal year are estimated at US$1.3 million in FY 90, U5$2.0 million in FY 91,
U5$1.9 million in FY 92, U5$1.7 million in FY 93, and U5$0.1 million in FY 94.
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TABLE I - SUMMARY COST ESTIMATE AND FINANCIAL PLAN
(US$OOO)

A.1.D. HOST
SOURCE FX LC COUNTRY LC TOTAL

AND PRIVATE
SECTOR

LA Low Productivitv Group
~ess 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

loB 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 220,5 200,0 420.5
Sub-Total 660,0 300.0 1,000.0 1,960.0

II. Financial Market Deficiencies Group
Studies 80,0 30.0 110.0
Credit 600,0 100,0 700.0
Sub-Total 80.0 600.0 130.0 810.0

III. Lack of Business Support Services
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 100.0 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



POOJOCT CO'IEONEllI'S
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TABLE II - mSfUG OF PROJECT CCX'100UENfS BY TIPE OF WPUT
(US$OOO)

------------------------------------IlIPUTS-----------------------------------------------------
IDlG SHORr ca·mOD- AUDITS/ COIll'U(;EIK:'l
Tt::llt-t TA TI::HI1 TA CREDIT ITIES TRAItlIlG QlAUrS EVALUl\rIONS INFLATION rorAL

I
\0
N
I

LA Low Productivity Group
BuSUless lnefficienc1es!Lack of

Skilled Managers/WOrkers
Garment Industry 480.0 480.0
kgribusiness Indlstry 660.0 660.J
Furniture Industry 300.0 300.0
Other Indlstries 120.0 120.0
Training of Trainers
In-plant suwort 58.0 180.0 23~.Q

Program AUdit 80.0 80.0
IESC 300.0 3J;J.Q
Trade Promotion Program 340.0 3';0.0
SUb-Total 1,440.0 420.0 ~iLo liJTI.O 340.0 tlO.U ~/Sio.O

I.B Low ProWctivity Group
LaCk ot Linkages/Unreliable Supplies
Feeder Irdlstries 180.0 150.0 87.0 22.5 4J~.5

NDF - feeder conpanies 300.0 30fJ.O
Investment Promotion Prog. 2:'0.5 2::d .. :
SUb-Total 1BO.o 150.0 300.0 /j7.u ~.5 -nu:s -;l;t).u

II. Financial Market Deficiencies Group
Fahey Stud1es 80.0 80.0
UDF (access for SIlBll bus.) 6UO.0 bOU.U
SUb-Total SO.O 600.u boO.O

III. Lack of Business Support Services
SDall BuS1ness Drgaruzation 120.0 130.0 50.0 75.0 310.0 haS .. ']
Improve Private sec. OCg. 240.0 75.0 50.0 210.0 Si5.u
Public/Private Relations Prog. 80.0 . 8l!.,j
Improve Public sec. OCg. 120.0 IIJU.O 80.0 75.0 .;'.i~ .0
1\)licy:;tlh.JiC5 40.0 .\1).

Privatization/Divest. 300.0 12.0 UlI.O ;'J/. . (j

SUb-'lbtal 540.0 670.0 205.0 zll.o bUO.O L,i27-:ti

Project ~lementation 120.U 60.0 180.0

Evaluation and Audit 125.0 125.1J

.~ntinqency/lnflation 310.0 J ! Ij .0
Sub-Total 120.0 6U.U 125.0 310.0 blS:U

GRAN> 'lOrAL 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 - PROJEX:TED EKPENDI'l'URES BY FISCAL YEAR
(u8$OOO)

FY 90 FY 91 FY 92 FY 93 FY 94 'lOTAL

I.A Low Productivity Group
Business Inefficiencies/Lack of

sgitle1 ManagersJWorkers.. Tee n ca Assistance 240.0 525.0 550.0 520.0 1,835.0
Training 56.0 41.0 41.0 43.0 182.0
Corr\m:)dities 14.5 14.5 14.5 14.5 58.0
Program AUdits 40.0 40.0 80.0
Trade Pranotion 40.0 100.0 100.0 100.0 340.0
Sub-Total 350.5 680.5 746.5 717.5 2,495.0

I.B Low productivity Gro~

Lack of Linkaies/unre1iab1e sU1P1ies
Technical Asslstance io.o 100.0 65.0 45.0 330.0
Training 7.5 7.5 7.5 22.5
COITUTOdities 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
Sub-Total 174.5 310.0 325.0 150.5 960.0

II. Financial Market Deficiencies Gro~

Studies 80.0 80.0
Credit 300.0 200.0 100.0 600.0
Sub-Total 380.0 200.0 100.0 680.0

III. Lack of Business support Services
Technical Assistance 240.0 581.0 486.0 403.0 1,710.0
Trainirag 6.0 81.0 63.0 62.0 212.0 -
COITUTOdities 25.0 70.0 95.0 15.0 205.0
Marketing 50.0 50.0 100.0
Sub-Total 271.0 782.0 694.0 480.0 2,227.0

Project Implementation 90.0 60.0 30.0 180.0

Evaluation and Audit 25.0 50.0 50.0 125.0

Contingency/Inflation 310.0 310.0
Sub-Total 90.0 85.0 30.0 360.0 50.0 --nS.O

GRAND 'IDI'AL 1,266.0 2,117.5 1,895.5 1,731.0 50.0 7,000.0



D. Methods of Implementation , FinanciQ&

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

The two mejor entities implement ina the project will be JAMPRO and NDF/J.
Both of these entities have recently had their internal control, accountina,
report ina and host country contracting capabilities reviewed by a local
chartered accounting firm. These review. were made due to their involvement
with the Hurricane relief activities. RDF participated in the two hurricane
relief projects and while there were administrative weakne.ses identified
under the first project, there performance under the second ha. 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 staae of signing
a work order with a local chartered account ina 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 Bub-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
CUS$OOO>

METHOD OF IMPLEMENTATION FINANCING AMOUNT

Technical Assistance:
Long and Short Term TA

Grant to IESC for TA

Training

Commodities

Credit

Other Grants

Program Audits

Evaluation & Audit

Project Implementation

Contingency/Inflation

HC Contract and
AID Direct Contracts

AID Direct Contract

HC Contract

HC Contract

AID Grant

AID Direct or
HC Contract

AID Direct Contracts

AID Direct Contract

AID Direct Contract

TOTAL

Advance/Reimb. 2,280.0
Direct Payment 1,320.0

Advance/Reimb. 300.0

Advance/Reimb. 414.5

Advance/Reimb. 410.0

Advance/Reimb. 900.0

Advance/Reimb. 680.5
(Direct Payment
if grant is made
to a profit-making
lnst! tution) •

Direct Payment 80.0

Direct Payment 125.0

Direct Payment 180.0

310.0
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, RDF/J, and IESC. Of thene, JAMPRO i. the overall project implement ion
and NDF/J i. 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 .ector firms, selected by AID ~hrough open
competi tions, ei ther formal or informal.

The project desigr~ team considered a number of Jamaican organizations to
participate in the implementation of the project. JAMPRO, lESe, 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 is strengthening its &dministration.

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 National Development Foundation of Jamaica (NPF/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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alGilt in the Irowth and development of Imall bUllnelles,

generate nation-wide employment opportunitiel, and

provide credit to perlonl enaaged in amall bUlinllle, in order to
enable them to improve their purchalina and operating capacities.

The Foundation makes loans of up to J$500,000 to individuals and groupa.
Loanl of up to J$50,000 are handled through its first ~indow operations, while
the second window serves cli~nt~ with greater demand. It is estimated that
sftlall business projects supported by NDF/J have generated in excess of 6,400
jobs.

lEse was selected to participate in the project on the basis of its
demonstrated eap4bility and effective service delivery. lESe is represented
in Jamaica by a Managing Director ~ho is a retired senior U.S. executive,
Jamaican professional and 2 secretaries. Grants from USAID/Jamaica to lESe
during calendar years 1988 and 1989 have totalled US$185,000.

4. flQJ

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 coordinate 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. froiect Implementation Arrangements with Participating Institutions:
JAMPRO, NDF/J, and lESe

1. Arrangements with JAMPRQ

USAID/Jamaica 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, lEse
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 inefficiencies and a lack of
managers and skilled workers;

(2) Trade promotion activities to improve the marketing of Jamaican exports;

(3) Investment promotion efforts;

(4) IDlprovement of small business, private and public sector organizations;
and
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(5) F••der indu.try .upport activitie. (with the a••i.tance of NDF/J).

JAMPRO will be re.ponlib1e for ,ubmittina an annual Implementation Plan to
.armark fundi for thOle activitie. it propOII' to implement, within the
cateaori•• li.ted above. Thi. will not ,xhau.t the fundina available for
thOle activiti... Fundi not .armarked for JAMPRO will be directed towardl
other qualified participatina entitiel. USAID will be directly relponlible
for overleeina the implementation of thele additional activitiel, and will
.eek the 8upport and auidance of the Project Coordinating Committee (dilculled
below) in allocatina re.ource. to them.

In order to obtain technical allistance, JAMPRO, in clole coordination with
the USAID/J, will enter into host country contractl with consultantl following
AID regulation.. Training activities will be conducted at factory sitel in
Jamaica and the U.S. "

To facilitate management, JAMPRO will utilize the Project Management Unit
(PMU) established unaer TC&TG Project and composed of three professional
JAMPRO eml-loyees. This PMU will oversee the day-to··day implementation of
JAMPRO's activities, which will include preparation of detailed scopes of work
and contractin~ of the technicians who will assist participating Jamaican
firms. lhe contracts with both long term and short term technicians will be
prepared b~' JAMPRO personnel who have had extensive experience in drawing and
managing suell 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 ~SAID/Jamaica Project Officer and JAMPRO management. Y1SAID may
finance tecIDlical assistance to assist the PMU carry out its monitoring
responsibilities.

The Agreemp-nt with the GOJ will also include funding for project commodities,
trainin~ activities and studies, as detailed in Cost Estimates and Financial
Plan, Part VI.

2. ArUDgements 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 rortion 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 IESC

USAID/Jamaica will earmark funds and enter into 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 pr.iority areas will include: small
businesses, businesses entering production for export market, female-owned
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bu. In••••• , .nd tho•• which would .tlmullte Irowth and employment In rural
.r.... All •••i.tlnce will be provided to firms Ind or,anlzations on a coat
.hlrinl bl.i., with the recipiant, USAID, .nd IESC .hlrinl the COlts of
volunteer.. The recipient's contribution will be dete~ined by IESC on the
b••l. of it••bility to PlY .nd expected benefit.. IESC will meet on a
monthly b••i. with the Project M.n.ler .nd/or PCC to report on it. progre•••

C. Pro1ect Man.aemont and COQrdination

The project will be manlled by the Private Enterpri8e Divi8ion of the USAID
Economic .nd Private Enterpri.e Office, which will .88ign a Project Manager to
coord1nate day-to-day implement.tion activitie8. Technical .ssistance to
.upport the Mi.8ion'. policy di.lnlue .aenda development may be included. As
part of the project manllement .nd implementation proce8s and in addition to
the PHD in JAMPRO, JAMPRO and USAID will establish a Joint Project
Coordinatina Committee (PCC) compo8ed of the USAID Project Manager, the
locally hired Project Coordinator assigned to the JAMPRO PMO, the overall
JAMPRO Project Officer, and a private 8ector representative having a broad
view of Jalnaica's export and investment situation. The PCC will enlist, on a
case by ca.e basis, the participation of other USAID/J offices and project
consultant8 to assist in addres8ing 8pecific i8sues requiring expert
assistance. A primary responsibility of the PCC will be to review, approve
and/or modify, as appropriate the yearly workp1ans to be prepared by the PMO.
In addition, the PCC will review specific feeder industry proposals against
established criteria and modify and interpret 8uch criteria to assure
consist9ncy 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
lESe 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 r1ans prepared by the PMO. In addition, the pec will enSUl'e compliance
with Lautenberg/PD No. 71, environmental soundness, and other AIO
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 workp1an will be prepared by the PMO, in concert with the
USAID Project Officer and project consultants.
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TARGET
WI RESPONSIBILITY

March 1990 USAID, GOJ

April 1990 USAID, JAMPRO

May 1990 USUD, JAMPRO,
NDF/J, IESC

ACTION

Sign Project Agreement.

Establish Project Coordination
Committee (PCC).

Negotiate and sign Grants,
Cooperative Agreements and other
documents specifying the
commitments and responsibilities of
each party.

Jul~ 1990
ongoing

Sept. 1990
ongoing

July 1990

Oct. 1990

As needed

March 1993

USAID, JAMPRO

Contractors

NDF/J

Contractor,
USAID,
JAMPRO

JAMP:-'.O,
PMU
USAID

All Parties and
Consultants

Bid and sign Host Country
Contracts for technical assistance.

Initiate technical ssistance
activities.

Initiate credit activities.

Develop work plans andschedules
for technical assistance
activities to exporting firms.

Plan and procure commodities for
the program.

Project Evaluation

...

March 1994 PACD

D. ~aluation. Audits. and Monitoring Plan

1. Evaluations and Audits

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 addreesed by the evaluation will be determined by the
Project Manager, technical assist~nce team, and the Mission Evaluation
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Officer, .fter int.rview. with the project'. key information users. In
••ner.l, the ev.lu.tion will •••••• the followina and make recommendation. as
needed:

o

o

o

o

Proare•• tow.rd••ccompli.hment of output. and purpose. (to
be viewed in relation to elimin.tion of con.traints)

Effectivene•••nd rBl.vance of project component
implem~nt.tion:

(1) Role of JAMPRO; (2) Role of RDF/J; (3) The credit
.ctivity; (4) Usefulnes. of the .tudies.

Pro,res. towards suotaining project activities after project
completion.

Two internal pro,ram audits are planned to assess the effectiveness of the
technical a.sistance provided to firms and or,anizations. They will be short
term in nature, ~nd be used to inform the PCC and USAID on the results of the
TA and provide ,~idance for future TA pro,ramming.

The pro,ram audits will bave a broader concern than a typical financial
audit. They will look at cost effectiveness and efficiency in utilization of
resources to achieve .pecific pro,ram objectives. They may also look at
alternative approaches to achieving a specific objective. The program audits
will complement the mana.ement 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 Pro1ect 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
lathering and analysis to improve project planning and implementation.

The final desi,n may require the assistance of outside expertise to refine key
in~icators, and develop reporting mechanisms and data collection plans for the
overall project. This assistance is available from AID Washington or through
several IQC's already competed.
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A. Manaaement of the Monitoring Function

The project monitoring function will be developed and administered by the PMU,
in concert and under the auidance of the USAID Project Manager and the PCC. The
PMU will desian monitorina instruments, ensure the collection of relevant
information, train staff in participatina oraanizations in the monitor'ng
process, supervise the implementation of the monitorina system in all entities,
and prepare periodic reports that consolidate and an.lyze monitoring
information. The PMU will coordinate early in the project with all important
,arties, includina the USAID direct hire project manager and appropriate people
i,l counterpart institutions, in order to define information needs and determine
collection methods.

Implementina the project monitoring system will be the responsibility of the
individual institutJons enaaged in the project: JAMPRO, IESC, NDF/J and the
PIOJ. These institutions will be responsible for the ongoing c01lection and
processing of information. USAID will receive all the data and maintain the
system for the project as a whole.

B. Design 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) ~ey 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.
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o Baseline information on potential and current exporters collected
throuah interviews and surveys (e.s. products exported, volume of
axports, where exported, major problems and constraints to exporting).

o Evaluation Gnd statistics for thft trainina activities. All trainees
vill evaluate the traininl aessions and the trainers.

lIDF/J Internd:

o lumber and amount of loans and Irants
o Rumber and amount of loans outstanding
o Delinquency
o Net marlin; arosl margin
o Current value of export credit fund
o Financial statements

IDF/J Client Information:

o Identification data (name, address, type of business, etc.)
o Assets
o Income and expenses (export specific, if possible)
o Expenditures on intermediate goods imported for export purposes
o Export revenues
o Number of employees

JAMPRO

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

o Value of non-traditional and traditional export earnings by product
o Value of exports by firm

o Cust sharing amounts
o 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 Analyses

Summaries of project analyses follow.
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A. Technical AnalysAR

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 Enyironment

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 being the newest at three to four years and showing
the brightest future.

Investment costs for small businesses are prohibitive, ranging from J$27l,OOO 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: unavailability 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 amall business organizations and government
agencies, technical a.sistance to increase productivity, and training to enhance
skUls.

2. Feeder Industzies

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 ha4' 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 feed~r industries,
employ some 63,000 people, and have total sales of J$l.S billion. The most
prominent feeder sub-sectors are manufacturing, miscellaneous €l":rvices J

financial intermediaries and commerce. Manufacturing records t;" '" hiJJ\..est sales
at J$47 million, while miscellaneous services earn the highe~to.. on. c,· ~t J$S6
million.

Although these findings indicate that feeder industries are rM;~ : ~lL:- };ealthy
in ,Jamdca, feeder industry failures far outnumber successef:!. "'''.:.V. th, ; 2

companies that are marginally successful are plagued wi th prob:&,,;;,l;;. PI";J.ary
problems are: poor training, insufficient capitalization, poor pl,:;fj,h.;:, '\nd low
levels of technology. These companies often focus on short-te:-::. ,'7\J' :~"<.irH,~ rather
than long term gains. Consequently, agreements to ensure suppl', .:;.} ~r,:"

unstructured. For example, contracts are broken if the supplybg ~·i~:, ... r,~ is
able to get a better price for its product, leaving the lead comr'.:ln~! ",about a
reliable source. Many feeder arrangements fail to provide the pr~~it ).nc~ntive

that galvanizes backward and forward linkages becau9~ host firms (lead firms)
lack the capacity to provide technical assistance end credit to feed~r' firms.

The assessment recommends several measures to alleviate constraints:
reorganization of financial market to provide risk capital to busine~ses,

institutional support, and technical assistance to promote feeder industry
relationships.

3. IxPQrt 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 a.I.I.ment recommended aevftral solution. which would require
policy reform. includina: reduction of import dutiea on equipment, price
increasea of local raw materials, and tax holiday.. In addition, the assessment
recommended creation of import free zonea and export trading companies. Set
aaide zonea could facilitate availability of production inputs. The tradina
companiel could also provide bulk purchasina facilities, joint marketing.
arranaements and other activities to a.aist exporters.

Financial conltraints are crOSB sectoral. Unavailability of credit,
particularly lona term; hiah interest ratea; delays in accessina',foreign
exchanae throuGh the auction system; and hiah collateral requirements adversely
affect private sector exporters. Recommendations to relieve financial
constraints include establiahment of retained foreign exchange accounts and
export tax credits.

Less important constraints are marketina 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 ~he 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. Financial Markets

The Financial Markets Assessment examined three areas of financial market
development: the banking system, capital market, and pr~vate 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 (NUB). NDB's
risk averse philosophy eliminated the "venture" capital element by operating
throuah 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 markete are more limitinl than the bankins eyetem. Jamaica's stock
exchanle ia controlled by an olilopoly who have ateadfastly refused to open the
exchanae beyond the current ellht members. The lack of public confidence in the
exchanle ia aupported by the perception that the market ie dominated by
inaidera. Forty companiee are currently regiatered on the exchange, and a
limited number of inatruments are traded. More companies ahould be registered
to broaden the baae.

B. Financial Analysis

A project of this structure, Where AID finances a portion of initial costs of a
variety of activitiea for different organizations, is not susceptible to
traditional financial analysis. However, a financial analysis of EDIP support
for the RDF and an explanation of the financial effect of EDIP assistance on
JAMPRO, is contained in Annex G.4. Project inputs will, in aome 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 Analysti

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 project costs by a ratio of about 2 to 1.

D. ~al Soundness Analysis

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 unemployed
population, which includes a high propotion of women, is expected to benefit
greatly from project-financed activities.

E. EnvirOnmental Analysis

An Initial Environmental Examination was carried out at th~ 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 IP detail the environmental review procesA of supported
activities pursuant to environmental soundness. AID/W subsequently issued 89
STATE 281362 which removed the conditionality. See Annex G.3 for the
Environmental Threshold Decision and cable from AID/W.

F. Institutional Analysis

Annex G. 6, the Institutional Analysis reviews the rationale for selecting
JAMPRO and RDF 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 implemtinting agency. The PROAG will
contain the standar4 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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IISUL'S IIPICfID At '51 I~» or 'II 'IOJICT. '11 "ISSION
11'IISINfa'II. aCIllD TElt til lOOlcaL r.A"lwC.~ Wilt IZ' ,
II'IIVID ahD II'JSlt DUilN~ paOJIC' DISIGN.

C) IO"'IHS/LAO'IHIIHG Ar.IN~IN'SI til JAPil rers ~c,
'.O'IDI DI'AILS O~ PotENTIAL CJNrl1C' AliAS. ID' !MISI
~At OCCUI. 'il "ISSION, IN CO.~OL'A'ICN VI'I '91 ItA.
WILL 11fLAIN IN tBI P' BOV tBI PICJICt ~!!'S LI~ISLAtI'1

'L

UhCtASSJrIII·



u~ CLA SSU'I r r 'tAft rH3!~/i1

hlCcIJ JJw 1I".r",,~,

1) C~S' R£Cr'I~': ~8~ ~lS~~C~ RL'ht!ahTA1lvr CIAp.J~I£r
'tiA1 HI1 furll; JhICS'JF.Ii: , .. ceRAM '-AS 'AS!! t~t l,c.~~

bbA~lHC A~t "SAt 'JVI~ 1b£ SOESTA~TJAL 1~AINl~~ ,~r
1~C£~J~A~ A~~1!1AhC~ i~Vl~:C~t~ C~:!~ 'St tkCJ1C: ~6!

tlOSflC1S tCk COS1 P.IC:'I"T rqo~ U!IR! A~r ~lhlrlCJA~JrS
'11L )~ LJSC~SS~t I~ Tar tf.

Jd l"'FL1.:-IINTI~G A(;lt.C liS: Ttl FJt f~Of:SIS TC
'011h'JAL1Y O~E A ~V~~l~ cr C~~A~JZ~~J~~~ A~
l"'L~~lhTl~C AQ~~'S. 1Poi ~l:SJC~ R~PHr,S~~TATIVr, A~p.!!r

to '&'I~t Aht Att~I~S 'HI A.SC!fTJVI CAPAC!1JIS A~:
~"A~ILI'!ES or TblSI OH'AhJZATJONS I~ TjI ,P'S
A»~JNJS!IA!I'E A~AL1S1S.

J) IM'IIONHlNfAL 'IRISIOtt DICISJOI. I' IS ~O! 'OlSllLI
At 'IJI fl~~ '0 rutLl I'ALOA~I fBI 'O'IH'JAl
IN'110H~IN!At 'frIC'S or '&1 IDIP 'IOJICT. SINCE Ttl
1'leU'IC IlJSJNISSIS ,e ,. SOPPOIt'IT IN!) tlllR ACTI'l'tIS
'ILL O~tJ ilCOhE CL~AR AS 111 PROJIC! Dl'ILOfS rORTBIR.
10WI'II. A.I.D.'S PLINNI~ INPU'S fO IDIP All PRJ~A'ILt
'0 I~ !Rjl~JNC. 1~CBNJCAL ASSISTANCE AND A LIMITr~
SU'.LY Of eCKMODJTII!. t81R1.rORI, I NIGATJ'I
~N'J.ON~iN'AL !B~ISlott rtCJSJON I! CI'E~ AT T!I~ TJ~I.
-J!& !al COhtl110N TEA~ !!I pp tl'Alt TP.I iN'I~ON~t~1Al
il'IIW ~ICSthISM 10 JL DIViLOPID 'ht l~PLIHiNTit u~tiR
til .aCJtC1 TO INSORI TSAT l~tl'JDUAL ACTI'ltIIS
IUf.Okttt ARI CON~OCTI1 IN Ah IN'IRON~iM'Allt SOONt
tV..IiIl.

I. 'lAIC I.'IIV. ," III DAIC "lIfJNG IIICI.I ."INIID
II "I••ION II1IISINt'tl'. VILIll COLII~ JI'. I.IUIS 1.1.
co•• DDII)I MOltClOI, .lll"'/llnl.lltA'IONIII'.,

r,tt:e~I:"lgflf~~s~:1)::~':::f=sO:"I'I:~~II~O:iJACI
J~SUII

A) ~I'GIGI: 1.,tIL IIQUlst.» 'IAt til MISSION ADDal5S
til LI'lt or rUNDING I.D MOltolGI IMPtlCAtlONS or III
'.O~IC' IN III 'ID. 'II .'D vas A.,IO'ID JO•
••fltO'MINf At IN LO' or lOtS. 12 "l'tIOi All AN INItIAL
OILII"ION or DOLS. I •• "ILLIOI. 'I. 'ID ID'~lt'.~1
10VI1•• , ISIU"IS LO. fUNDlle &.~ A. 111'11' OILIOA' 01
OJ lOLl. 't "ILLIOI AND DOLI. 2 "It'IOI, IIS'ICfl,rtl.

DICI.IOI. In 111.1101 IUIIS.fAtl'. IILII"I III' A
lotI. 't MILLION 'IOJIC' COS, JS IIASO.AI1I rOI 'DI' AS
IUlhl"I~. VI'.II 'liS LI'iL III "111101 IILL AIJUS'
til LO' or 'II 'ROJIC! '0 IlrllC' IICISIONS roADI ON
'INIL 'IOJICI tISJG~ AND 'C INCLOtJ 'IO'ISJO~S rOI
~ON-IIDlkAL AODITS AN' t'ALDA'IONS. It ~AS HOrSt 'SA!
)f
'8~~8

N•••

, ,~ I , .. , ..... ~ .. ,,~
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'M~ PkOtOSED t~UJIC1 WAS to, aA~IID It "liSIOh Ih f~1
tS~l ACCOU~f 'OR " er. fEI~I'CAI. I' NrcrSSAal. 'HI
~IS~JO~ ~JLL ADJUST Otti~p, 'ROJECTS IN JTS p~ATrOlIO TO
A'C~M~OLA1) J~~tJ~j ,c~ TklS fnO:tC1 •

• ) .~IADTH/J~Tlf~lLATIC~SbJPS: Til PI~ !rA1IS TeAT
.ROJIC' CO~PChl~T~ A~t l~~r~~tP~~tr~,. 1Bl~l~~P.~ e~t,

t"OJIC1 J~ JUS'IllIII. TPl !'11~~1C'h .,11 rifSE~T"THf A.. jUr:
STkOHGLY ro~ T6~ ~i~t JO~ 'IE! P~CJIC' 1C CC~P~!~t~!JVILY
A~t~)~S CO~~TBAINTS ,e f~I'ATi SiCTCR 1XPA~SICN I,~r7AI

~r rO'~blhC Oh Ch~Y A rE~ COhSTftAIHTS. hO.rV!ft, S~M!
'ROJ)C' CC"'POhIN'H t'C "OT S'.LM C1CSILT B),LATE: 1e C':n:h~
A~L 11 ~A~ LlllJCULT 'Ie 511 TBI At'AN1A~lS cr FRCCIIIJN~
_llL AlL or 'bl ACfIVI'llS ,lO'CSlt AS A lINGLE
.IOJICf. IN AD~I!JCNf fBI ,ID tIt NCT INtlCATI AN' PLAN
10 ilNI 'ROJICt INTII INtlONI DOIJIO l",tIHlN!AtlON
'~tIOOO' t.1 .. IISION IIP.ISIN,,!.'. INDICA'.» tlAt AN
U'lkaLt "SCIAHIS" 10 LIN' 'ROJlct CQM'ONIN'S WOOLD II
».'ILOtJD DUMING PROJECT DISI'N. rJ~ALLr. IT WAS
£lftJCutT '0 rORIEl1 IC_ so "ANT ,p.eJICf CO~'Chl~'S
COULD )1 I~l!lAtID AND PIOCSID SI"DL!ANIOUSLt.

~~CISJOHI IA!ID ON rINDINGS or TIJ rOOI '~ANHlt
AIIIS5MJ~TS A~D A IE'IIW or T.I LOCJCAL rRA"IWOI~ rOR
~IJ 'RCJtC1 Til MISSJC~ WILL DISJCh 'HI PROJECT SO !EA1I' IhCLUDiS AC11'ITIIS 'SA' API CCMPLEM1NTI.RT A~t
INtIGIA!ID AND ~lCLODI~ C~M'O~IN!S NO' CtCSILT IrLA'ID

10 COlI CO~PON.~!S. !BOSI O"ITtiD SBOOLD II DROP'ID OR
A»»IIS'ID IN ANOTII) lCtl'lt1. til "1IS10~ IIODLD
COI.IDII 'BASING 'II II"AINING CO"'O~INts to "OlD
'IOILIMS l'IOCllfl» II'. II"Vt'll'OOI "llt-Vl.

C)'MINIOIMIN'. ,tl.S rOI "AI1CINC tIl 'IClIe, All 10!
ClJUllf , •••,.» II 10 '111 "10-1'., ·ftl III••101
.IP.I.IMIA!I'I INtICAtlD 'liT GNtl' 'N GM'.lttA
.,all"IN' VI" ftl 001 • .1""'10 WOULD 'LI.' 1 '11"01 JOLI
II MAN'OING ItL POtLIC IICIOI 'IOJICt .LI~~'S ,., V~ULt
Co-IIOW 'ILS PIISIN'II' "lSI ION 'tINS '0 '10'111........!. JOI '11'." .acrol ~Ctl'I'I" 01 1&"'10 IOOLD
~&I••VCI IVJ-GIANt. VI'. MIISIOI CONCOIIIMCI.

IICI.ION •. II I' ucoeNIZI» ftAt PtANI rOI 1"IO'.JIIILt
'11&110 'I' 1"'LIMlN"'IO~or tlr"I'.' 'IOJlet
CWOIJNt. 11'1 NO! 11t IJIII »1'11,0'11. AI A CllIllAt
'IJ,eJtLI, 10 OIGA)lZAIIOII IBOOLD II uSID II"lLt II &
,AI, taouOl '0. OtLlo,tllO rOIlDI. .1'"'10 01 .11' O!III
1"'il~NTINC AGINCr SBOOLI B"I 1 'U.STANfl'l lOLl Ie
'III II tl. 'IOJICt. til "IISJOII. '1.1"011, Viti
eLIAIL! II!Alt 'II LINIS 0' IISPOISJllLlttlS IN 'I" ,P.

D) C.IDlt III "liS 1011 IIPIISINTAII'. II'LAlkID !IAt I'
IS 'IO'Ollt U~DII 'II 'IOJIC! t~ IStA.LISI A
~ot-JOI-'IO'IT 'I~TOII CAPI'AL CO"'AN! to IE "INA;!D It
.I,IIIINIA!I'IS or ~GOS. tlA! Cor~AN! WOOLD II fINAHCS»
tf a~ A.I.D. 'IAN' AND 11 '1lfAt. CONtlllUIIONS AND
'OULD "&11 IQUltt IN'.str.INfS IN S"Att IUSINESS~S. JII
IID1!IOI, CRIDI! ro. IILlctlD '11'At' IICtOI ICIIN~SS'S

OHCLASSI JlI;D



UHCJASS1)llt ITATl el'~~.'12

~~UtD .1 'J~'JD~D TlIOO'1 'U'·'''A~TS )t T~1 VIS&10~ 0'
)1 JA"'kO UhtlR AN U~'~lltA AOIII"EH1 IIONtr _ITf TeE
GOJ 'O~ 1HI 0'IIA11 GIA~'. A.I.». lAS fAt rillt
lJPIRJt~Cl ,ITE '~~TORt CAPITAL rrr~hTS ,o~ 'A~I~rs
J~ASOhS JN~l~~I~G 'bll~ CCN1C~~jhCl -11£ LOC~L LA_. ~t&
IHIJ'I~II~Cl or TEIIP. ~lhA~I~rhT. A~r S~ALL O~

hCt4-~11S~I:~1 r,AhllfS rOR fllTUR. ~ALL or .~OJTY. 1'U
h"·)CP-P~C)J~ ~:hC~fT tAJSI~ 'UlS~lC~S " T~l J~:!'~J~:
.tUR O.~lfS At-I Jh'HTCFS ;'UTICJfA':'l:)~. ~.• J .r. e~,~ .. ~!-(
HAt 'RO.LIM! ~8'~ 11 IS A.I.D. 1PAT tEClrrs ~!lCD J~~JTT
IS ,C ~.CllfI lJ~ANCJAl A!SIS1A~Cl.

»ICISJON: AL1P.CUQ! A.l.r. IS Ne, LI~~Llt 'RCil~ITI:

'XO" 'ROfILINC GRA~TS Ie! Til PRO'IT "AtlNe '!I'ATI
••CtOI, A.I.~.'5 rJNA~CIAL HAp.lrrs D!'ILOP~NT PotlCT
t,toll LOA~ fINANCING A' ~AJllt IA'IS or thTlllST rOR
.uel INtllll.. I' 'INIL 'IOJlct DIIII. IICLDDIS
'IO'IDlle JU.~I O~ 1 11AM' IASI, to IUCB IH'II,.urs,

ANALYSIS IN fBI 'IOJICT 'A'II SIOOLD IIOW WBY QRAHT
'J~AHtING IS JUITlrllt. I' 'IN'Ukl ~AtltAt 'U~~lNG IS
'LAMNID tBI " ANALYSIS IIOOL~ SIOV WIY IQUltY
11'.Sf~IN! I.TIII tlAN CRIDI' IS NIIDID AND IB~lr
~1"ONS!RAt1 !IA! A 'INTUII CAPITAL CO~PAN' IS rtASl.LJ
j~» LIGAL IN JAMAICA. 'IICI!O INCLODINC A"NTORI
CilJfAL ACTIUTJ IN til fJtOJICT.t'ISSION SBOULD II'lt~
A.l.P.'S 11'II]i~C' WITi IOCB ACTI'ITIII INCIUDlh~:
IIA"' IDO/t; JANII AND CIN~l - COSfA IICA; rUSAtls 
'1 IAL'ADul; CAlC lDO/C; 'N~ IUSlhlSS 'INTO'~
'.~OtIONS - 'BAILAN». rINALLY, -I' IS ,11'IIAl11 '01 A~
AI'IOfIIAII IN!.IHI»ll.' OIOANII"IOI '0 D.'II"II. VIICI
'11"t. IICIOI ••,.I'IISIS IICllfl rll&Nel.O. III
'IOIiCt '1'11 1100£1 II»IC&'I lOW lOCI .1 IN'I.".~JI.t
-au, OlD"., ·In ClltDI. to I' ••11 II ALI,OCI,III·
rvl." aWD til "leIAISI" rOI "ONJtOIINO '1IroIMINCI. Ir
'liB I.tl•• II.n'l '.OfIIU '01 "1"101 to II'D"I••
rulllNe IselfllH!S T~I f. SIOut» ••01111 11"lt&l
IlrOIKA'ION IS WILt AS !I! JUstlrICA'ION rOI NO! VII"'
.f
.NM
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&N JhTl~~ILJAJ' •

. I) tllICA'lC,. or Aotlcallf1. IN CO,.SI»IRJNG 'HI
~J~IIOh'~ hl~OIS' 1C AU1;CnI2& ANt A"aOft ,~& I:IF
1~~JIC1 I~ 'bl )Ill~. Ttl »'IC ~ON5ItLRL1. A~Oh~ orall
,tlhf'. fl~ C'~'l'lITT rJ '~i '~C:1C' A~D A.I.~. C~lrJT
• 01, J~1 1tJ SU1S•

LtC'SJC~1 '11 tAlC AP'~O'rs "i PI: JU1 1E! PRCJICT
).,~~ ~~s, II SUIMJtfl: fC AID/W leR RAVli. A~:

&OTIOll ZA 'ION.

C~D~SfAhtlhGI ,al DAfe AGk!l~ fSA1 A RrFRrSIN'~1J'1 C1
LAC/'SA OK A COhSULfAHT i MU'CALLr SltlCT!t It Alr/~ AND
!II "JSIION WI'. II'IR IHe. IN 'lhlDRI CAP!TAt A~D
,al"rs INti.'IUI JI.ILO'"INt 1.""1 tAC JIO ION. WOUtD
'AifIO."tl IN 'I. DlyatO'"IN! OJ '81 ". rDI ,tANI
WII,I, II 'II .'.JICt ~J 'LP'IIt{~

6. "C/'~P. IIQUIS:IP 'lA' 'II FINANCIAl, MA~II!S
&".II"IN! NOW 'NDliWA1 CONSIDIR A NUMIIR or I_lOIS. IN
IISINC., 'ISSI JIIUIS 'lACK 'SI 'OI"'S NOTID AIO'I AND
Wilt '0 'II ADDa.SSIV J. !!I 'P, IU' ~c NeT ALt IIQOIAI
VOl' )f fl. CON11ACflD rl~ANclAt MAlrlTS tEA". ~"O
J~O" II)At IA'" or .,c ~ISCVSSING ,r.ISI IISOIS lAS IIIN
fjlll '0 ~JSSJO~ SiULtZ
~T

"~~6

IIHN..
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VIICJ"ISIJII» "AII .18SS8/.'
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4S,r rr" "', 5797/"1" ~.....;. ... :a.~ ,,. ... ..,tJ

ACTION' AID-2 INfO, CBA~]T' ECON

'ZCZCItCOt~l
1Ut R"IHIC
DE RutHe N5?;?/3t 27~22a9
ZNR iJUU~U ZZ!
a 02220SZ OC'1' gg
PM Sr.CSTATI ~A!~De
TO A~EMBAssr IINQSrON 39"
IT
UNCtAS SECTION '1 ~r e~ ~T'Tt 315197

AIDAC

I. 0, 12!~5" "N-i;: ~... <

TAGS, :....".
SUBJECT, IXPORT DEVIL~P~INAND INVEST'1INT

PROJECT (EDIP) ?P (~32-~13~)

03-0CT-9~ TO~s 11s~7

('~s ",,-qt'
~t7~~: AID
lllSTs AIn
ADDs

FILE
cnON COpy

ACTiON TAKEN;" k p/6b
/1' 1/""

I ,,~. .. ""''1 I
PRO'1~TION,

<r.....

•

..

•

-1. SUM~ARY' ,QE DAEC FOR T~r rDIP pqOJr~T PAPF~ ~~~

P.ELD ON 9/2~-2~/39. THE ~ROJE~T PROPOS£D SEVr.R't
INNOVATIVE INITIATIVES AS ~ELL AS ~OLLO~-~N 'U~OIN' r~q

I PROVIN ACTIVITIES TO SOPPO!tT plUVATr Sr.CTO~ 1)tv'!'OPMr~T,
PARTICULARLY IN TBE EXPORT SfCTJR. 1'1' WAS CONCLUDED
TBAT TBE PP ~s PRESINTED REQJI~ED ADDITIONAL ANALYS!S to
VALIDATE rHE PP'S 'SS~RTIO~S OF PROJECT 'E~SJQILJrr
PRIOR TO AUTHO~I~ATI~N. JAL~) ~AS DECID"D '~AT !a!
AM~U~T ~F 1SE INITI~L ,u~eOoIZ'TJON ~~D L~~ ~O'LD ~r.
REDU~ED T' BErrSR Rf-FLEeT TP.~ PILOT N,TURE or stVER'L or
TBI ACTIVITIES 'ND TPI RIC"NI~!D P!"tBILl'T ,aaT
ACTIVITltS UNDER TBE PROPOSE~ ~aOJECT ~OJLD B~V' TO BE
ADJUSTID fO IlrLICr I~I'IAL t~PLI~~~TATJO~ rtPIIIINC.,
TBE LAC BORE~cr DrtEGATIS AO!1P.I!T TO T~r. FIELD ,~

APPRO'S TSI PP 5UIJ,,:t to·tH" ~ODt'ICA'JONS OUTtJN!D t~
PARAGRAPH 3 !EL'~. ~ND SU~MAqT.

2. POINTS or DtSCOSSIO~: ~1 T3r ISS~E~ MEITIN1 B~Lt ON
8/24/89 A~R!E~ENT IlS RE'C8ID O~ Tp.r FOLLOWIN' P'tN~:

A) PROBLEM DE'I~IrlON - I~ R~5?~~Sr TO A '-~ESIO~
. SEElING CLARIrICATI~N 01 T3~ PROJICT'S P~RP~5', ~ISSIO~
<REPRESENTATIVES CONrIR~"D TH~r IT ~'S r, IN~R~~Sr

E1PORTS A~D DIfliSlrr 1~'IST'1INTS. MISSION
REPRlSl:i~T'TJVES ~G~EED 'tHI'T' '40N-T~.DJTJ~~AL rxPO"'t
GROWlS RAD B~EN SI~NI'ICANBU1~_r r~ER! ilS A ~~~~N

POTENTIAL FOa SU9SANTIALLT I~~REASED "(POa~ IY
CONSTaAI~TS ~OJtD BF R!~OVtn. S~ALL qU~I~~SSr.S ~~!
THOUGSTO SIGNIFIC'NLr CONrp.IB1~ TO "(POqTS AN~

REPRISE~T A Dr~AMI~ s,ryac" or .DDtTI~NAt E~PLo!~r~~
GINFRATIO~,

B) INSIT~TI~~tL LIN&A1~ - DU~I~~ INENSIVE ~ISSI)~
R!VIEW~ THE NEED T) T~AI~ )~ILtED aNO SE~T-~KI·LF~
~Oa'ERS ~AS E[AMIN~D. rH~ ~JcSJ'N ~JSC~~~rD ~O N~ED F~~

1F.IS TYPE O~ rRAI~IN~ UN~ER T~IS PROJE=~. ~~I~I~G
PROGRAMS IN JAM~ICA PROVtD~ SUCa TRAINING, SO~E 0' ~~l~B
DO N:>T ~EET Ins R!~IJIREMiNTS ~1' Tar. LOCAL J~!t '1A:U f."'. _

DIPO TO'

D.. .", AaDO
DfC)la/ OHNPC,.,,, OlD
.'DI~ 0'.
III' OQI
DO IHUIe

GONT,. L •• """

MIllY'

.. .

J

c;T\T1i' 315n7!"'1-



rOR f1ANf SIILLS, 'IRHS IN rS1t INY)OSTRT pp""p TO TR~JN
THEIR OWN EMPLor"IS.

C) CAPABILITf/CAPACIT! - por~ J'~PRO 'N~ ND. H4V'
UNDrRJONE REOENT FINANCIAL ASSISS~tNS " CPA rlq~s.
MISSION Rr.PRESENT4fJVIS qTATtD TPAT TBEY q~,~ ~~r r!.~s
or IXPI~JINCI WI'S 10TH. !Rtr Bltll'!D TRAT ~S'JD'S
!lPERII~CE co~rlRM9 AN~ Tar ftr~IMT ASS~SS~~N'~ T~DiC'Tt
THAT lora ORGANIZAfl0NS RA'. TP.E ClPABJLI! T~ J~PL'MENT
TBI PLANNID PROJECt. TH' ~U'S~t~N ~r THI CapAeJ'J'T A~D

CAPACITY or T!I IMPLr~INTING OR'ANT~ATJONS lAS FJRTR1,R
CONSIDIRED AT THI DAr.C. TB~ R!S"LTJNG Or.CJSION 'Nn
3UIDANCr. ARE NOTID IN PARAGRAPH 3 'IL~w.

D) JlMPRO IN'OL'r.~INT IN ARtA~ HOqy APPROP~I'TI rOR ,q..
oJ. PRI' ATI SECrOR - A ~AJOR 'RtA or CONCERN AT TRr RP.!V I ti

::.".t·WAS THI J:IP~Rr pa01~TION ACTI!ITT. 0 ~INro~AL "JNIle; WJtt
GO TO JAMPRO FOR TRIS. USAI~ s POttCf DJAL'~~t
iNeOURAJSS rH£ PRI'ATIZATION OF JA~PRO'S ACTI'ITJrs.
JA~PRO ITSELr. VITH IT5 PRI'~TY SICT'R' ~OARD C~'I~~AN
AND PRIDO~IN~NT PRl'ATr SECTOR !OAR~. IS A :or~OLJDA1IO~
or THREE GO'ERN~ENr A~ENCIES. W~lCR ~E~SURA~Ll IN~~EASED

TBE EFrICIENCY AND RIDDCrO T~E COST ~, J~MPqO IC~IVtTlrS.

E) SELF-SUST'INA~JLIT' - T~~ ~UrSION tAS R~JSTn O~
WHEBER IT WAS REALISTIC T~ EXP~C~ THAT ~M~Lt !USINr.SS
ORGANIZATIONS ~RICH iO~LD ~R07JnE rH~ SERVJ~~S J~~~~ED

COULD EVER BE SELr-SJSTAI~IN'. IT VAS P'INT'O O~'~AT

ALTBOUGH SELr·SUST'JNING ORG'~'~ArI~NS ~, TP.IS rrpr .RF.
NO! THI N~RM IN LD' S. ~ANT SryCCESSrUL EIA~PL~~ E~IS~

ILSIWBIRI PR)'ISI,N)r A PLAN !O aTTAIN
SELr-S3rrICII~CJ Bf JACM Og"NIZATIO~ SELI~TtD T~
PARTICIPATE IS , PRIRCQUlSITI " ,aOJICr rl"AHCIN~.
TarSI PLA~S A!'- T~ !I CAREFULLT Rrvl~~'O AT Tq~ ~ISSIO~.

r) PR010JION rllPS (APPROPRIAr~~ISS ~r cossaARI~G) 
MISSION IEPRESENTATIYrS eO~'I!MED TqAT J~'JSTMr~T
PROMOTION TRIPS ~lLL ~NLf !~ ~'D~ TO EVENS SU~r. 'S
TRADI 'AIRS. AL'B~UOB TBI PROJICT WILt ,u~n PtR DII~.

PRI'ATI ~laMS WILL PAf rOR T~AV£t 'ND OT3ER 'O~S
ASSOCIATED V'TB TRIPS.

~) . SEC-TiPE- lOOT - I~ RESPONSE !O , ~1r~TI~~ ON
WHITHER THE PIOJICr i~ULD P\f fOR SALARl.S or
PIOFISSIONALS AND RECURRENT COSS 'OR 'RIS ~RJA~IZ'TlnN.

MISSION ar.PRr.SEMTAl'VES S'TFD T~AT ~tANS ~R' TO p~,
ONL! rOR rHE S~tARI!S or rvo p~or~SSION~LS FOP Te. 'IP.ST
TW~ TEARS or THI PROJECT. T~IS C~~P'Nr.NT ~A~ r~'~TN!D

fURtHER D~alN) T!E O'FC (SI! ~~RA 3'(~) ,r.t~~'.

B) CREDIT (SAT'S OF NDF AND A.l.~,'S R1L. t~

IT
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SUB-LOANS) - NDr welCS WILL O~-L~ND !~E '~~n~ TO
t[S£dVI~1 rlR~S. Is AN rS'BLJSHt~ ~q~'NJZArJO~ TP~T H~~
~lctIVED P~EVIOOS ]RANTS ,~o~ A.I.D. P~OCr.DUR~S A~n

ACCOUNTABILITY ALREADY HAlE ~~EN E~ABtJ~HE". MJSSJO~
REPR£S~~TATIVtS CONFI!MED T~AT USAJVIJ~~AI~A ~ILL ~OT
APPROVE IAC~ SUR-L)AN.

3. DAEe REVIE~r rw, CATE~O~IES or i'SU£S ~~RE RAJ SED
DURING T9E DAEer 1) T9r 'DE~1AO' or ToE V'!lnus
TECRNIC~L ANALTS~S UNDr.Rttl~~ TOl PROJr~T nESJ~~ ~ND
RfQUESTID AUTiORIZATION 'NO ~) SPECIfIC ISS~r.S RELATrD
TO INDIVIDUAL PROJECT CO"1PO~"NTS. tT "AS ~O~~LJ!)rl' TBAT '
THI PP DID Nor PROVIDI A~ ADrQ~ATR B'SIS 'OR PkOllCT
AUTB'RI~ATION AND 10ULD REQOIRr. ~O»IrJCATION. TPr
rOLLO~ING OUTLINES T"t AREAS IN WRICH M~DIFICATI'~S ~,
TBE PP ARE RE~lJIREO., ../.•

I

A. PftOJI~T AN'LfSES,

1) 'FINANCIAL ANALYSIS - !HE 'P'5 rlNANCl~L A~'LT~JS
ASSlftTS THAT rGE PROJECT IS ~OT SUSC€PTIELE T~

TRADIrlONAL FINANCIAL ANALYSIS. W~ItE THIS CONClUSION
MAY BE RElSO~ABLE FOR SO~E PROJFCr ACTIVITIfS (5100 AS
SPECIFIC FEASIBILIry STUDI~S). ora'R COMPON~NTS CL!ARtT
REQUIRE SF-PARATE ANALfSIS. IN PAltf T' RE~CR CON:T,'JSIOlJS
A!OUT SUS'I~~BILITY. THIS IS TRUE P'RTI~Ul'RLT f~~
TBOS! ACTIVITliS T) BE l~PLE~ENT~D B! EXISINJ

INSTITUTI'~S WHICH ARE PL'N~En ro 2! E~P.N~ID UN~ER ,a~
PROJ£CT. E.G •• THE NATI'NAL DEVEL~~~ENT fO~ND~TION (NOF)
AND JAHPRO. T3r. PP'S CON~t~SION !RAT TEE ~Dr CAN
SUSTAIN SMALL BUSINtSS LENDI~G FOLLOWING ~ROJr.C!
COMPLETION WIT. 'Sf. CAPITAL PROVIDCD BT 'Hr. A.I.D. r.P.A~

'IS UNSUPPORTED. IN THE C'SE OF JA~P~OJ THF R~COQR!NT
COS" Irs OPIRA!I~'S N'W 'ND AS A RESULT OJ ~HE
EXPANSION UNDla THE PROJECT ARr ~NSAT!D, M~IIN' IT
DIFFICULT FOR THF MISSION OR rH~ GOJ TO CONCL"nl rR~T
ITS FUTURE costS CAN BE OR S~OOLD BE ABS~ftBtD BY TAr. G'J.

IN TBI iE,tSIO PP raE "ISS1~~ SBO~L~ DlSAG1REG'TE TB~
FINANCIAL ANALTSIS SE:TION ~F Tar. ~P, AN~ UND~RTAk~ ~Rr
APPROPRIATE ANALtSIS r~R T90S1 ACTIVITIES ~~I~B ~O~M'tLY

REQUIRE TBIS 'N~LtSIS. FOR ttA~PL~. iN rBE C'~! ~F T~'
NDr, A CAsa rL~W paOJECTI~N SHOULD BE PRf,PA~ED.
DEMONSRATING THAT IS! ~D' CAN C~NtNU~ 15 tE~DIN~

~PBRATI)NS IN TBE fUURE -ITB'OT ADDI!I~NAL A.l.D.
ASSISANC:E.

2) INSTITUTIONAL ANALYSIS - Tar. JA~UA~Y 19~9 PI~
APPROVAL CABLE ASlE~ Tar ~ISSIO~ TO ~r.~Jf~ ,~n ,rD~r~s
T~E A!SORPTIVE CAPAClrlr.s A~D CAPABILIrl~S ,r ~P.F

VARIJUS I~PLE~tNTI~] AGt~~IE~. NO INSlrUTJ)~At
ANALlSIS IS P~~VID!D I~ TqE pp. TB~~EFo~r. t~ IS
DIFFICULT TO ~ETtR~INE ~HrrF.ER r~t ~~~~ E~'ECTIV~ A~D

tFFICIENT ALTERNATIV~S FOR ASSJ~~lN~ I~PtE~~~AiJ'~
RESPONSIBILITIES T' JAMPRO, NDF 'NO US,ID/JAMAIC' nAVE

. BEEN EXAMINED. AN ASS~SS~EN~F ANT A~DlrION\tLl

" ~



'JNCLI,SSJFJED

IDENI'IED IMPL"ENI~1 A~E~~T (JNOt1nl~1 NJoJ) qA)lL~
It. INCLI~DtD.

3) PROJE:T ~'N~'I~rNT/MO~ITO~lNG - , ~tt,orR
PR£SENATJ~N or TH' VIRIOUS R'Lr.S AN~ Rr.SPON~1~lL1TJES
or lAC! I 'PLE~r,NTJ N~ '~E~~f (r()~ EACH CO"1PON r~T) ~!lO'l" ')
BF. PROVIDED. roft INS'~~E. WP,T IS ~Hr. ""JS~JO~'~
RELATIONSHIP ~ITH JA~PRO? H~r WILL TR' P~~JEC~
COMMITTEE OPERATE? ~q'T lqE oRO~RAM 11DITS A~~ rO!JR
ROLE IN PROJECT MANAQI'ENT A~D 'VALUATJO~7 I~ WOULD ~~

aSEFUL TO PROVIDE' MATRIX or T~E ~ATFG)RIES or
GRANS/SU!~RANrS AND CONTqAOTS BY PR01ECT COMPONENT T~

IHDICATE THE TfPE )F AG~r.£"N~/SOBAGREE~rNTANr. PROPOSED
PARTIIS '0 !!I AaREEM~~T(S).

I

" ~VALUATI0N PLAN - ~ISSl'N REPRESENTATIVr,S
CBARACT~RJ ZED TBI PROJ lOT AS B~I "G ~J"TE M.~" "T':bRJ 'r~
UNQUOTE. ALLOWIN~ SUFrJOIENT rLEXI~ltlTt ~ND L~C~ O~
OP-fRONT SPECIfICITY f~ PER~IT THE PROJEC~ ACTIVJTl~S '0.
RESPOND T) OPPORT~NJTl!S OR D~OP CO~PON~NS wPICR
IALTER. KEY r, THIS APPR~ACB T~ DESlj~ J~ THE PLANNrn
PROJECT MANA3EMENT INFO~MATJ~~ SYS!t~ (MIS). ~BILT T~r
PP RECO]NIZES ITS ]"1PORT~N~E. ~~ SfSr.~ ~AS nrSCRIP!D.
OR APPR)A=a TJ PUTTIN] IT IN PLACE. TH€ REVISED PP
SHOULD CONTAIN THIS Pt'N. IN~t1DI~] A DESCRIo~lO~ OF T3F
MANAGEMENT INr~R~ATl~N SYST~~. AND THE R~t~ OF PPOGP.\M
AUDITS. THE REt'TIONSRIP ~rT~r.EN TqE MIS ~~O TSF DAT'
HE!DED TO ASSSSS OUTPO'ND puapOS~-lEV~L A~BI~'F~rNT
ALS~ SB'ULD BE DIS~RIBEO.

I. ISSOES IY ACTIVITff

1) lEse - A NOM~'R or ~?'STIONS Rr.MlJ~ ~Nl~s~rRID
UNDER THIS CO~PONiNT. HOI ~ILL ~ISSIO~ ~'NA~T/~'~JTO~
THIS ELE~ENT? wa, WILL !PPR~'! SUB 'RA~TS? T~~ 'ISSION
MAY WISH TO CO~SIDER INCLODI~~ Irs: 'S l SFP~~ATE ~RI~T

COMPONENT UNtrSS T~! PLA~ IS r~R J'~PftO TO SIGN ~RF
GBAN(ASSU~ING THAT JA~PBO WILL BAVE A SOBSANTIVE ~~LE
IT
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IN MANAGING tHE JESC CO~PON~~T). TqE ~O~C~PT OF :n~
SqARIN1 S~O~LD BE ~ORE CLEARLY DEFINr.D. A lE~E~~t

STATEMENT 01 ItSC'S CJRRE~T 'PPRO'C8 AN~ IN O'~T!=UL'R
THOSE ELt~ENS ~H1CB WltL BE INC)apO~'TED QNn~~ T~f
PROPOSED CRANt SBOJLD ~F INCLU"ED C••G., ~I~IM~~ ~lq~
CONTR1BUTI0~; GRAD)ATED SCAL· OF INC~'A5ED US~R ~'S,\.

SPEOIF1: SEL£~TION ~RIT~Rt' SqOJtD ~r OUTtI~,n l~ t~f
REVISED PP. OR DI'INtD IN THE AaREE~~NT WITH J~S~.

2) rFEDER INDUSIRT - AS 1 PILOT "rrORT IN A N~~ ~~T_,
THI BUREA~ RICO~NIZES TH'T ADET'Jtt~ DrSCRIPTION or
THIS COMPONENT IS '40T REAS)NA1Jt'l' AT TRIS TI~".· 'n~!,!~,

TBI PP SHOULD ~ORI C1R9.rULLl OUTLIN' TBI S~LEr.TI~N
PROCESS lOR THE rIRST or TBE FEEDER INDUSRY AC'I'l'lIS,
IN:LUDI~G TBJ ROtES or JAMPRO ~ND Tqr MISSION,
ANTICIPATEG ~ELECTION CRITERIA (PlRTICUL'~LT Tor
PRINCIPLE o~ COST SRARINa), BOW TaE ~R~NT WItL 8~

MONITORED AND al WqOM. HOI TAE O!JI~TIvr. OF 'CRlr'I~' ~
SPREAD ElFECT iILL BE I~PL~MENTE~ ~Nn !PoE ROLF or rHE
NDF LOAN FUND. TBOST SPECIFIC A~EAS TO !~ r"~V~D wI~R

A.I.D. aRANT FUNDS SHO~Ln B~ DrFIN~D CO~SIsr~~ ~ItH

A.I.D. POLICT. THE INITIAL PRQJ'~T AU~O~I~~TION ~HOULD
LIMIT TBE PROJ~CT to rUNDING ONE COMP~ITIVELY SELECTfD
FFEDER INDUSTRY ACTIVITY.

~) INVESTMENT paO~OTI~N - ~~JS co~Po~rNT N~EO~ TO Bf
DEVELOPED FURTHER. WHAT IS THE CR1TEP.]~ (]~ G~N~D'L)

: lOR S£LECTINa JOINVENUqE PARTNERS? ~HAT B~S !tE~ !H~
J~MAICAN JOINT 'ENT~~! !XPE~]EN~E IN T~£ PA~? Vq~T IS

MISSION'S APPR~'AL a~tB (IF '-NY)?

.) STOCIC IXCH~NGI - UNTIt lR!ilr. IS A "tIC! , .." ,' .. ,
POLITICAL DECISION TO OPIN Accrss !O TB~ I~C~~NG~,

CONSIDERATION or POSSIBtl A~SIS'~~t TO T~~ STOCK
IXCEANGI IS PRt"ATJRf.. TBr. REVISEO PP, T!FR"ORF,
SBOULD BI LIMITID to CO~SIDERATIO~O' ~SSIS~~C. '0 RrL~
COIDI TBI GOJ IN TIE OPTIONS T~ ftl CON~IOER!D l)~
RESTRUCTURING rBE EtCHANGr. D~FI~ING AND AUTB~RI?ING

ASSISANCI '0 IMPLI~ENT CBANGES IN TH~ SOCK 1~CqA~'~
SIOOLD BE tEFt TO A rUURE ~Mf~D~rNT or T~IS PROJICT OR
A NEW PKOJIC!.

5) OTBER COMPONFNTS - lOR Tqr ~~!IVITI'S I~VOtlIN~
SMALL JUSINESS SUPPORr, PRIV ..T. SEC'OR OR"~lZ'TIO~S,

AND PUBLIC SE~TOR OR~'NIZ~TION~, r~~ F~LLO~IN~ AQEAS
. SHOULD BI INCL!JDFD IN 'l'BE R"VISED PP: 'H! SELIClfIO..

CRIERIA TO BE r~LL~WED; A DESCRIP~I~N OF T~t ~~octsS

rOR SELECTION '~D I~PL!Mr.~T~TIO~ MONITO~I~~ (~FO ~ILL
PARTICIP,rt, ~HO ~JLL ~'lE THE FIN't D~CISIO~ ON
srLE~TI~N, 80_ WILL TR~ PRINCIPLE 'F C'ST BE APPLIF~ ~O
THE PRIVAT! SECTOR r.NI~IES). ~BTSF ~CTI1ITlr.S,
PARTICULARLY THOSE INV~tVIN~ TP.E ?RIVATF. SECT~q, ALSO
ARE PILJT INITI~TliES WHosr PO~r.NTIAL ro~ ~0~~lB~rIN1

TO THE PROJECT PURPOSE RE~~INS TO ~r D~~ONS~'T!~. ro~
'fBAT REASON, Till REVISED PP SHOltD LI'1IT THE F'l~NN;
AUTB~RIZtD fOR THOS! AOTIVITIrs PENDIN~ n~~ONsq'TIO" OF

.._.,
-: .•,.
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THrlR I~PORTANC£ AND VJ'BILITT.

5) LO~lCAL r~t~!~)R' - A NU~-£R " OUT~UTS PRr~r.~ID
IN THE LO] rR'M! M'TqlX DO N'T S'tM TO A~DRr.SS DJ~t~TLT
AND SP~CJ'JCALLY THE ST~TEO PURPosr or JNC~'~SING
IIPORTS AND DIVr.RS1111 NJ 1N' rS'1''1E~TS.· "R t~Al'1PLr.. H~'"
DOES THY REDUCTION IN THE G~J'! !1DGrT Dr.rl~IT nJRrCTLT
ADDRESS TBI PR'JECr'S P~RP'S~1 TBE R!LATJON~HJP OF T8lS
OUTPUT TO TBt P'RP~S" IS DI'FI~JLT TO DETr.~~INI ~lN~' IT
~AS NOT DISCUSS~D IN Tar. N'RRATIVr.. TH! PP !UGG~STS ~N

INTERRELAfED ~t8 or ACTIVITI"S " ADDRESS A~
INr.RRBL~T£D SiT OF CONSRAt~S. TBE O~TPUTS or T8' L01
FRAMI SHOULD, TRERC'ORE, 8E R~roa~OLAT£P TO rOR~ AN
INIGRA'I~ SIT or AC'I'ITI"S T~AT ARr ~!OISSAR' A~D
SU'FICIINTO AOBIEVE THI SATEn PURPOS~ or 18' REVISED
PROJECT PAPIR. ALL ~O"'PUS SIIO f1 LD st DI SCOSS&:':t: I" TUT
NARRATIVE or JRr. REVISln PP. .., "·1

4. PROJECT DESlaN PARA~ETERS - ACTIVITIES ·~ft' " ~E
SC~LED BAel TO AN LOP or 3 f~ARS _ITH A ~OM~ENluRATE
TOTAL lUNDIN' ~r NE D~LS 7 MILLION. TRE DAEC AL~)

~GREED TO THE MISSIO~'S REPR~~qA~~INO or ~ntS ? '1ILLION
INCLUDED 1~ ITS CURRr~T OTB ~OR T8" EDIP P~OJECT '5
FOLLOWS:

A) DOLS 1 MILLI~~ W~RTq OF P~OPO~En ~CTIVITIFS. Tg~T
WOULD S,VE BEEN FINANCEO UNDrR fHIS PROJEC~ T81S FISC't
fEAR, WILL BE fINA~Cln INSTE~D UNDER AN AMEND~F~~) T~r.
TF~B~ICAL CONSJLTATI~NS '~D Tq'J~IN' GR'NT (5~2-~~?q)
PROJECT. rHESE ACIVJTIES INCt~nE:

(1) THE CONINJATIO~ 01 TECgNIC~L ASSJSANC£ pqOVJnED Pf
tHI INERNATIONAL Er£~OTtVI SlRVICI C'RP' (lISe) J~D

JAMAICA PRO~~TJ'NS. LTn. (JA~poo) TO .SSIS~ S~'LL
BUSINESS AND r.lPORl ENT~RPRlSES;

(2) FUNDING or LOCAL T~ADE FIIQS. INCL~DI~Q JA~AICA'~
REGIONAL QUOTE lASBION CA~Ni'AL UNQUOTE AND
IT
'5797
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PARTJCJPArJO~ J~ U.S. TRAO~ SPOWS. PRIM,RILf ~T
INDIVIDUALS or NEW EIP~RT ENERPRJSESI

(~) FINANCING ~r PJLIC! A~O Op~RArJONAL sunJ'S TO
ADDRESS TBE J'~AIC'N rIN~NCIAL ~A~«ET A~D SATr-,wNED
ENfIRPRIS!S DE'lCIENCJZ',

(,) rINANOIN3 or Pi~rtSSI'N'L ~ERV'~ES !, S'PPOq~ TR'
00J'5 E1PANSJ~~ OF PREVIOUSLY su~c~ssrUL pnIV'TIZATIO~
ErrORTS; AND

(~) rUNDIN3 JJR PRIVATI ~R'ANIZATIONS tIlE TqE TOcrRI~~

ACTION PLAN (TAP) fBIOB SJPP~qT BDSI~"SS DEVEtOP~E~1 A~D

I) TBr SECOND DOLS 1 MILLION Wl~L BE USf.D T~ rORV~~D
rUND AND REDuct TBI M)RT3A'E UR~ER TRE '3RI'UtTUqA~·;
EXPORT Sr.RVICES (532-0155) p~OJEcr. B,~r.R
IT
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rROJECT DESICN IU~
LOgISTICAL FRAMEWQRK

PROJECT; IXPORT DEVELOPttENT ArID IJM:lTttElfr PIIOMOTION
Mo. 532-0135

NARRATIVE SUMMARY VERIFIABLE INDICATORS MEANS or VERIFICATION ASSUMPTIOllS

PROJECT ljOAL;
to .tlmullt••cono
1l1c Irowth

PROJECT puRPOSE;
to incr.... .xport.
.nd div.r.lfy inv~.t

••ntl

OUTPUTS;
-Bulln"1 Ineffici.n
ellS reduced

-number of Imall bus
Inellel Incre'led

.nnu.l incr•••• In
CDP

O.25X incr.a•• 1n
incr.m.nt.l v.lu.
.dd.d of I.port.;
and Incrt... In
annu.l Irowth of n.w
invutm.ntl

incr.alf In prodUC
tivity

100 new Imall bus
atlr~-ups Inltllted

aOJ Stathtlc.

aOJ StltlltlCl
(JAtlPRO, PIOJ)

-aOJ .mploym.nt ,
production .t.tl.

-Prolum ludi tI
-Bulin.11 fln It.te-
ments

-aOJ, NDr, .:.. ::--:.. oJ

.tathtics

contlnu.d
.conomic
.tabl1ity I no
dl.a.ur••

contlnu.d
polley re
form. .t
1I1cro-.conomlc
lavl1.

cont Inuity in
In GOJ pollcy
.upport to
priv.te
lector

-5~ Incre.ae in vomen- 55~ of 10lnl le.red
owned businesses. to vomen

-GOJ, NDr, ,.:.: :''11!'
ltathtics

-buliness link.lei
Illlproved

-incre.sed r.te of
joint venture/coll.b

-privlte IIctor
orl.nizetions
self-sufficient

1 feeder in-
dustry pilot project
operating

9 new Igreements
operat 10nal

Service revenues
of 2 priv.te
sector or~an

izatlons incre.le

-on-lite visits
-Evl1u.tion

-JAMPRO reports
-Evalu.tion

-Review of .udited
fin.nci.l
.tatemenu

-Prolram .udit

-lite vilits ,
JANPRO reports

-public lector orl.n
iz.tions Itre.mllned

cre.tion of one-I~op

Customs importl
export proceasing
f.cillty, al .n e••mple

-lmproved Imall bUD
in..a aervic18

-reduce aOJ budlet
deficit

INPUTS;

-Lonl , Shor~ Term fA
-Commoditi'!s
-Credit
-Training
-Grants
-Auditl/Evaluations
-Implementation
-Contlnlency

am.ll bUline.s entre
preneuri.l centers
oper.tion.l , .elf
aufficient

priv.tize or dlvelt
20 SOEs

($000)

3,600.0
410.0
900.0
414.5
980.5
205.0
180.0
310,0

7,000.0

-lite Vilitl .nd .udited
fin.nci.l atltements

-GOJ Budget/IMr St.tement
-NIBJ and aUdited fln.nclal
.Utemenu

inputs .re
prOVided on
timely basis



AN,NEX c. Statut.ory o.ckli.t -1-

'C(2) - PftOJEC~ CHECXL18i

... ' ...
~i.ttd below let ,tatutoey celtlci. applicable

·to project •. Thl1 .ectlan:!a divided into t~o
p.r~~. P.:~ ~ \hclu4 •• erit"l. applicablt to
III proj.~~m. 'a~t B Ipplil. to pcoJectl funded
f:om Ipec'~lic loucel. only: Itl) Ippl1e. to all
project. funded with Development A•• tltanct:
8(2) .pp11•• to pcojlet. fundld with Develop••nt
~.It.t&nee lOIn.: ~n4 1(3) Ippl11. to pcojletl
Cundld from ESr. I

"

~ • r ...J. ", , .

,
CROSS REFERENCES: IS COUNT~Y CHECKLIST UP iO

OAT!? HAS STANDARO ITEM
CHECKLIST IttN REVIEWED fOR
THIS 'IOJECT7

YES. Count.J:y Checklist
CD1'Pleted with FY 90 CLASP II .
project Paper

\

Per STATE 062105, since
amount proposed for, FJ~'O
obligation is within amount
contained in FY 1990
Congressional Presentation, no
additional ON required.

1. fX 1989 App;oprl.tion, ~~t.I.c. 523; FAA
',;. l'tA. It money 11 louvht to b~

'obllvatld fot In .ctivity hot PClv10uily
}ultlfild to Congt.I., Ot foe ID .Mount
1n IXCI•• of .mount ,tlvloullr )ulcltled
'0 CODqtl•• , ba. Convce •• b.ln ,copfely
notlCle4?

2. EM ••c. tll(" (1). Prior to In .
ob1191t1on in .xce •• o( .SOO,OOO, will
~h.c. be ta) en91n.erln9, financial or
othlc plln. a.cI.alcy to clccy OUt thl ~

•••1atancI, and (b) • cI.aoDably rir.
'Itimate of thl COI~ ~o the V.I. oe ~he

'I.i.tlnc.?

I

3 •

-

~sec. 611CI)C21. It l'QlI1,tlv.
act on il required within recipient
country, what ia tbl b•• l1 Cot •
re••onabll .xpectation that .ueb action
will b. completed in time to p.rmit
orderly .ccompl1Ih~ent of the pUCpO'1 of
the alaiatance"

N/A

.,
I

I



...

·2-

lOA I,e. Hl(b.lj ry 1'" ADprPRr\lt~OQ'

A~; 5!), $01. l' pcojtct 11 tor watlr OC
~at.t·cIl.t.d land re.OYle, eon.truct~on.

have benetltl and eDGtl b•• n computed to
the Ixt.nt practicable 1n locoedanet w1t~

t~. principii'. Itandards.· and pcocldu, ••
a.tabll.hld purluant to the watl'
a"oure,. Plannin9 Act (42 U.S.C. 1'62,
11 1..!S..)1 (5,. A.I.C. Handt)ook 3 toc'
quid,lin••• )

• r"W ." ...........PM 'ae, 11~(al. It peol.c·t'i. capital
a••1Itanel (~, conltcuctlon), .nj·~

tot.l u.s. a •• ietanca tot it w111 'IX~114
11 m11110D, bat M1 •• 10a Diractor'
c.rtif1.d and R.q10nl1 A•• lltlnt .. 
~d=in1.tratot taken into conllde,ation
the couQtry', capability to ~.lQt.ih and
utilize the ",oject e,tlct1vlly?

f~ See. 202. Is pro}lct IUlceptlbl. to
ex.c~tion Ie part of reqional or
multilatecal pco}ect? It 10. ~~y 1.
project not 10 Ixecuted7 lnfocm.tion .nd
conclusion whethet aSBi.t.nct will
IQcouraql Cl9io~al development pt09raM•.

FAA SIS, 601fl): tntorl\lt1on~ari4
conclulioD' on Whether ,~oJtct.~111 .
enco~~aq. ,ffor~. or the country to:
(a) incrla.e·the flow of internat10nal
t:14e; (b) foate, private initlative and
cOMpetition: (C) tncourav, developmlnt
and use of coop.,ativ•• , ec'dlt union.,
and laving, and loan a••ocl.tion.:
(4) 411courlqe aonopol11tlc pcactice.:
(0) improve technical efficiency of
l~du.tcy. 19ciculture Ind eo..,~ce: and
(1.) .trengthen t~ee labor unionl.. .

. M'ln::< c
S'IAr...'1'OFO' om:.......""':51

N/A

r 0 . .", I

filA

N/"-

1
.' ... ...

The Project will streJ19then
.. the private eector~ thus

eJlCX)uragi.ng c;pals (a), (b),
(d), and (e).

• w ...

,.

J, FAA gec:. 601lb). Intormation and
conelulionl on how project wlll .ncouia9'
U.S. privati trade ,nO investmeDt abroad
and encourage private u,s. participation
in =or.iqn aleiltlnee p~oqraMI (lnclu41nq
u.e ot private trade chann.l ••nd the
services of U.S. privati .ntetp~18e)o

The Project will have an
irdirect effect because U.S.
private fiDmS will provide
sane technical assistance arrl
WlilJOdi ties under the Project.

._0' _,,'4.0 __ '·
... --'. ---'.----
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10.

[M ,. C I, , l2 ( )2), • ) f ( b 1. • O•• C t 1. b. I to. Pi
t'~.n to •••urt that. to the max1mull
.Xtent po •• ibll. t~. country 1.
Contributin9 local Cutt'nel •• to N•• t the
co.t. of con~t.ctu.1 and oth.r •• rvic ••• '
and foe,19ft euc:tnci •• ownc~ by tn. U.I •
• ,. ut1l111d in li.u ot doll.t ••

FAA .,c, i12(dl. DOl. the U.S. own
• xc~•• for,i9n CUte.ocy o~ the oountry
and. 1f 10. what arrangtm.nt. have b.en
lIl&de Coc it. C.l•••• , ,,, .....~r- .' t

J.wt\I.ican ent i ti.. wi11 ClOntrib.
at least 25\ of COlt in leeel
currency or in-kind,

.. • , ...... 1IfII\ ....... ~

The V,S. does not CMn any
excel. J8'naican currency•

nt ••' a' ,.... .
'\

N:), "':'oProjoct will fOCUl
pr.imarily on production of
mn-traditional up:>rtl
e.g., food processing, Imti
culture, furniture, etc. A
review of each PI'OFOsed . :
activity will ensure ClC:ITq:>lianc
wi th the FAA.

·te. JlIM.ica is • keciPient of
caribbe4n Basin 1nitiatives
proqt'!m ard, thus, participatE
in section 807 of the U.S.
Tarr!! SCba!u18. A nview
of e.sch proposed activity
will ensure cmpllance with
the FAA.

lI-l'" APPEoRc1,ripD' ARt I'~, 'a~, It·
i'il. taac. t. "foe tb. ttOd\act ton' of any
cOMmodity foe expoct, • the oomm~dlty
likely to bt in lurp1u. on vocld m'~k.tl
.t the tl~. th. rt.ultlnq productive
e.paeity b.co~•• ope,.tlve, and 1. lueh
I •• latlnce lik.ly to CIUI••ublt,ntt.l
injury to U,S. pr04uc.tl ot the "~t,
11mitar or competing commodity,

[y 1989 APP'2prlali2n!~ct S.c. If I·
Will the '.51.tanc. (exc.pt for progr.M.
in C.~ibbe.n ••• 1n Initi.tiv. countrl ••
un4.r U.I. t.riff Scn.dul. ·S.ctloa '07,"
which allQw, r,~uc'd tlc1t~. OR .c~lcl •• 
•••••bl.d .broad fron V.I ••••d.
componeDtl) bt UI.d dir.ctly Co pcoour•••.
t ••• lbll1ty Itu41•• , pctrt•• tbl11ty
.tud!•• , ~~ ,roJ.ct proCil.1 0' pot.ntill
inv•• tnent In. or to •••1.t thl
•• tabl1Ihft.Dt oC faollitl •••p.elrleI11y
d•• i9ne4 for, tht ~anuf.ctur. to~ .xport
to th. Unit.d Itlt•• or to third country
marketl in direct conpltltlon With U.I •
• xport., of t.xtlle., appa~.l, !ootwtar,
haadbaVI, tllt 9004. (,uch •• vallet. or
coin ,~~••• WOCD on tbe plc.on), wock
9love. or 1,atbec w••rin; aPPlc.l?

13. [lea See, 11'(9)(4) .. '1) • (10). Will tile (a) NIl.
a•• llt'Det (a) Iupport trllnln9 and
education .tfort. which improvi the
OIPlcity of r.clpleD~ countrie. to ~
pr.vent 10•• of b101o9i~al div.c.tty:
(b) be provldet5 undlt a long-tlrn tb) N/A
Iqtt.ment in vhich the reclpi.nt country'
agr.ee to pcottct eCOGYlttll. or otb.c

11.

1%.

-



14.

1S.

wildlife hablt.tl: (C) IUPpO'~ ettoct.
to identity .nd IUCv'r eCOlrltem, in
cleip1ent countel,. Woethy ot
protleclon: 0' (d) by any dieede ii"
indicect ••• n. 8~9nltlclntl1 4e9cld.

natlonal pack, or 81milae protece'd .t'.1
or introduc. exotic pllnt. or animal.
ineo .uch a,e•• '

~. It I Sahll PCOJlct, ha.
i 4tticali.ClOi beln ••4e tbat~the' hOlt" ••••
90vlcDmen~ ha. an Idlquate 'y.te~ £or ,
aOGoun~1~4 for and cont~0111n9 ~Ic.lpc

Ift4 IXPlnalcucl ot P,oJlc~.fuDd. (eltb.,
doll.,. 0' local CUtElncy Vlal,ate4
thle,froia)?

t

EX 1'" ARR(oprl.~Jon. AeS. If
"Il'tlnc. ia to be ••dl ~o' • Unitld
Stlt•• PVO (oth~r than. cooplcatlv.
dlvelopmlnt,or;lnlzation), do., it obtain
at l.a't 20 pe,clnt ot itt total annual
tundln9 tor inclcnltloDal actlvltll. trom
,oueel' other tb.n the Unltld Statl,
Govlcn.lnt?

(c) N),

Cd) N:),

N/A

N/A

1,6.

l' •

11.

D'....1'" a2RfoRrlt~1oDI AcC" ,eel I~I. If .
a•• lltanc.. blD9 .adl avallabl. to a
'VO. bl' thlt o'Vlnllatl•• ,covl4t4 "P0ft ...
tl.lly t~q"•• t aDr dOCU.IDt. flll, oe
recoed AICI•••,y \0 tbl lu41tlD9 ,
Ilquietaintl of ~.l.D., aad 1. thl PVO
rl91'tlCld with A.I.D.?

rx 19" aRpr9p'J'~lpo, as&",e. 'JJ. It
iundl aEI beln9 Obl1,.tt4 ~ndee an
apPEoprlltlon accouat to wh1cb thly Vlel

Dot Ipproprlatld. ha. ~,loc approval of
tb. ;,pproprl.tionl COllllltt••• of ega9re.,
b.en obt.alnl41

'ta~1 &utDorlz,tlon '.e. 132 (a.
lDt,cprlted by conflrence report). Ha.
confirmation of the 4atl of .lgnln9 of
thl proj.ct 19t1laeDt, includlnv the
amount involved. blln cabled to Stat. L/1
and ~.t.D. LEG within 60 dara of tbe
'9r'~Ment" entry ln~o fotc. with re.pee1
to the United States, and hal the full
tex~ oC the a9t"~8nt been pouche4 to
tho.e .ame oC:ice.' (5 •• Handbook 3,

Appendix 6G for a~[ge~.nt& covered by
this provillon).

. H/A

N/A

,. -" ,,_.-"" ------------_ .. -~- --_ ..~._---
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tYUPINQ CIUIEJUA tee teOJEC'I

1. D'v.1opm,ot 6.11.:.0;' p~;l'Gt ';lj"l, # .. • ~ • ' I, ..

a .

(a) §:[iect will inc:reue
cipaUon of wanan in
!JUnlIlve aetJ.v1t.l.

pmacte IIIlIll and aiCft»
~, particularly
in IUrII:1 ...., by .i.nczoeulng

.... aooea to c:re:!it ard '1:;\1

(b) 'IN. Project will not help
. dlNelop ccoperat.ivu.

te) 'ft1e Project ~rt.. M1f-help
. act.iviti. by encDJraging

the private sector to take
• more active 101e in .seve~

mentr
td) Since roughly 46\ of the 1a!:Dr

force i. CXII'prised of 'GnBn

and O'Ier half of all SMll
and melO businesses are
wanen-cwned, the Project will
provide credit and TA to
organizations that M.re
targetted wanen as eBSenU~ :

Ca) to.

(b) 11). • ..... , ~ ...-

•

;

.,.. '\ " .. ' ........

rx ~'J2 Appropr1.tloo, Act at;. '!I
(al Lnt"pcttt4 by cont.clnc. "poet
tOt oti91nal InactlD.nt.). If.
a•• ~.t.nc. i. COt 19r1cult~tll

••v.lopa.nt activitll' (.p.cS.flc.lly,
aAy t.ltlA9 ot bc••41pV C.a.lb~llty

.tu4y, vael.ty i.pcov,mlnt. or
introduction, con,ultIQo~~'

,ublicatloD: cont.cenc., or
. tralni a9), .,••uob aotlylcl•• Ca)

.p,.cltlcl11y and pe1nolpl11y 41.1qa.d
to lacrl •• 1 IQ:icultue.l export. by
tb. hOlt country to ~ countey oth.r
thin the Unit'd-It.tll. wh.e,' thl
.xport would l •• d to d1f.ct
co~p.titlon in thlt third country
with .Xpo,tl of I 11ml1ar co~odlty

9rown or pto4uc.d 1n tb. Unit.d
Itat••• and c.n the .ctlv1ti••
c•••on.bly b••xp.ct.d to CI~"

aUblt,ntill injury to U.I ••xportici
of a limillr '9,lcultu~'1 co.-otley.
or (b) la .u"oct ot c•••arcb tb.t 1.
lot.D4ed ,elalellr to benetit v:••~~
,ro4ucera'

tA& I,e,. ,piebl, 111. \\3. JJlt'l.
O.,ccib, .xt.nt to which activity
will (I) .fflctiv.ly lnv~lv. tb. poor
ift de~elopm.nt by .zt.ndin; ICC'" to
.conomy at local l.v,l, incz.a'lDI
1.~or·lnt.n.iv. ,co4uctlo~ .nd th.
u•• of Ippropclat' t.chnolOIY.
4i'~lc.in9 lnvl.tmtnt tcom oltli. to
8.ell townl and cue.l .c•••• aDd
iDl\u:ing vld. pletlclpltion ot th., "
,ooe in the blnetit. of 4.v.l~p.,nt

on a .ult.ln.d ball" u,ln;
appropriat. u.s. In.~ltutlon.:

(b) b.lp Gav'lop Coop.catlv.8.
•• pecl.l1y by ilchnical I"lltlnce,
to '.Ii.t cuc~l led ueban 'OOC to
b.lp th.M.Ilve. tovacd-. bettlt l1f ••
.nd otherwi.1 .ncouflq. 4.~occ.t1c

p~lv.t. ant local qovtrn~.nt.l

"

-



.' .

• fI'·
.

•. '.. rtf'

e141Mnt.• .in increa'1n9
eQ)naN.C d~lopnentJ

eel YE~

lnctltut.lon.: (0) "\1,p~rt t.Il.
.ell.h.l~ .ttoc~. of devllopln;
oovnt.ri.l: Cd) pro.ot)~H.

participat.ion ot wom.n 1n tn.
n.tional .conomit. ot devlloplnq
ao~n~r1•• and t.h. i.~cov••tnt ot
WO~lft'•• ~.t.u.; Ind (.) utili •• Ind
Anaourlq. ,.,lon.i cooper.tion by
.Ivtlo,lnq oount~ll', .

, , ',.,..." ... , •• r: '. ,..... '

(DIX.1UI.nS, .l;'lI.¥l!Lt-l....a...tIii~IAIJii&6. 1)0••
thl ,toi.et fTc t I or tiC i tor tl.
lourae ot fUDd. (f~nc~lonal .ceouDt)
belA; ua.d1

faa la;· 101· II ••pn'I" ,1.cI. on
u" ot .ppropriate ttchnoloVY
(ttlltlvtlV .mll11'. cOIC-,.v1n9.
llbor-u.lnq technoloq11. ~hlt .r.
9. ner.lly malt .pp'~prlltl lor tbo
1.111 far•• , .mall bu.in••••• , and
••• 11 inco••• of ~h. poo~;'

I

cr.

d.

I.

YES•

FAA '.e•. 110. l,t(d). Will ~bl

ceol,llat country "OYidt'lt 11,.\ II
,.celnt 01 thl co.ta .~ .'hl ,c0 ge••,
,co'eet, or lotivlt, ~tb rll,e" ,.
wbich 'bl II.lltlnol i. to ~I

tuenilb•• (oe 1. thl little
COlt-.hlrln, rlquie•••nt b.la, valved
(or a -r.lativtly llllt dev.lop.4
001lft\'7)"

t. paa I.p. 12',b1. It the .ctlvlty
.tt••,,,. to lDcr•••• the . "
l~.cltutloD.l cI,abltltl•• or ,clv.c
orV.Dl.ltlon. or tbe ,oY.rn.c~t 0&
tbl COuDtry, or If l~ .tte.,ta to
• tl.ul.t••clentifle .~.

'ICbDOlovlc.l el••arob, b•• 1t b••A
a•• lIne. IDd vill it be aOftltocld to
InlU~' that tb. ultl.atl
b~D.ticiaci'l ac. tb. poor .aJoclt~? I

..

:.

--~--:-- .. _._,"------ _._-_._- .....- ...._--. --'---_.. -_.-_...._.. ----
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Ho.

'.. .

Ho.

...

~i.." .,

,. tM.,••q. "Ub), D.,cclb••xtent t.o
whTch pcoqca. c.co,nll •• thl
particular n"da. d•• Lee•• and
ba,aclcl,. of tn. p.o,le.oe .tb•

. oount.tya utili.e. t.b. count.ry'l
int.l1.ctual I ••OUCO •• to 'DCOU~IV'

In.tltutlonal d.v.lop.lae: and
.utpoctl civil Iducation lAd trl1nlnQ
iD .k1111 le,ulr.d foe .ft~oclv,

,11'lo1,at.10D in ,ov.cnaaPt~l'

'roo•••••••••Dtl.l to
'.I.1&-,o"'C".'A'. ........" I

•• ;'£1 1',! aR~ropcla1lIA' act "c' I~~,
~c. any of tb. lund. to ~. u~.d Cor

the p.rlor••Ac. ot abortlonl II •
. ••t~o4 oC'Ca.lly ,lannin, or t.o

.otlvat. or oo.rc. Icy'p.CIOR to
,c.ctlo.'abortloD" '

Ar. any ot thl fundi to b. u••d to
PII foc the p.rformanci ot
involuntary .t'~111z.tlon •• a •• thod
ot fa.lly pllnning or to oo.re. "
provld, Iny flnan~111 lnc.ntlv. to
any "~Qon to undltgo .t.clllaltlon.' No.

Ar. aay of tne CUDd. co ~. U". 'QT'

,., lor any biom.dlcal r.'.lceh Which
r.l.t.••• in "hol. oc JJa ...~,~.. .., •.•

.•"bode oC,' 01 \h""rfoc••nc. oCt
aboctlon. or involuntacy
.t.cilll.tloD a. a •••n. 01 laaily
,1annln;? ~.,0.
EX It', IpprpPcl'I""' Apt;' I. th~

1•• l.canOt b.1A9 ••4••v.ilablt to.
any oc,anliitlon OE ,c~9r •• WhiCh ba.
b.... d.tlcalnt. '0 .u"ort. or ' .- .
,.rtl~l,at. l~ ~h••anlgt••nt or 6
prolr•• of co.relvl abortloD or
lnvol~ntacy .t.ci1116tlon'

Ie le.lltane. II teo. tbe 'OPul.tl~n

functional account, ace any oC t.h.
fund. to be ••de .vall.bl. to
voluntary f.m11r pl'AniA9 proJ.ctl
wblch 40 not oCftc••ith.r 41r.o\ly
~r through referr.l to or lnfor.atlon
about ace••• to. a btoa4 canv. of
ta.lly pl.nninv ••tbo~. and •• rvle•• ' N/A.

-

.'
•

\

. "

•
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~LLl. W\ll thl proSlct
U~~lve •• l.otlo. .

. ,roo,duc•• foe the .va~dln9 oC
contraot,. 'XCI'~ wh.re applicabl.
~rooul.a.nt rule. allow oth,~wl•• t

tLJi" APRJ:OR'1~' What
,oct on oe the Uft~b.
available only foe aotlvitl•• ot
~oo.o.lo'llr ID••001a111
41.a4vlntI9.4 .nt.e'cl••••
hi.torioally black 0011.,•• and
uDlv,cIltle•• 0011Iq., an4
univ.cIlel•• bavle, a .tud.nt body le
Vhl~b 861. than to peco.nt of the
Itudentl lei Hl.pa.le ~m,cloan'l In4
pclvate an4 yolunta,y OC9lnl.lt on.
which Ie. control1e« by lndlv14ull.
Vho Ir. bl.ct Am.clc~n•• Hl',lnio
A~.&ica~•• or Nltive AM.riclnl. oc
Vbo Ir••conomically or ,oclal1y
41'.4vln~'9.d (lnclu41nt vO~ln)?

• I; .... ,. 'f 1Jl1 '"

Y...

...

"

~, .. .-,.'

1. P6A '.c, 11,ee). Ooe. Cbl ••• ileanci
conpty vith tb. ,nvleo~M,nt.l

proc.4uc" .et Coetb 10.A.I.D. . ..,.

't,utation 1" Do,. thl ••,l.tluo, -.:.,.:. Yel • ~

pl&ce • 1\1Vb priori', Oft ooft.et~i\lOD· •
an4 ,ultlintbl, .anMveRent oC
ttopical Coce'~lt Specilicalll. 40e. ~
eh. a.,t'tlncs. \0 Cbe Culle.t exteDt
f,allbl.: (a) 'tr •• , the lmportlnct
of oon••cvin9 and .Ultalnlblf
••nl,ln9 focelt c••ource.: (b)
• upport ,c\~vltll' vhlcb .CCee- .
••plof.,nt In4 lnco•• altlcDltlv•• to

. tho•• wllo otheevi•• vould CIU•••

(~. ruction In4 101. of Coce.t., .n.
h.l~ countrl,. i«entley Iftd '.ple_IQt
alt~cft.t1ve. to cOlo011109 fOE"'I •
• ce•• : (e) YUPPOCt te.tntn, •
pc o9can•• educatlonal effort•• Iftd
the •• tabli.hment or Itren9thenln9 ot
lnatltutionl to i.provi forl.t
.anav.~.nt: (4) help In4 d•• tcuctlv. "~

111Ih-lnd-burn agciculture by
aupportlnt .table and productivi
farmin9 ptlctlc•• : (.) halp con.levl N~

fot •• t. which have not yet b.eD
degraded by helping to lncr••••

-~._----

.. .. "' ... '"

. , ......

,.. ..,.

, 1,,1



pr04uction on 1.n4••1el.dy ~l'.'td

or 1519'1414, U) eon•• evi forl.tlct ~/A

vater.h.cS. and r.h'bilieat. ~ho••
which h.v. b.ln d.foc'It..cS, CI) N/A

.• \lpr0l: t tu.lnlA9. r •••• ccb...nd ~Ch'f'" ..'

Ict on. which 1.ad to .""t.lnlbl. and
ao, ••nvironmlnt.lly .0uneS Felctio,.
fo~ timb.r b.rvt.t1Dq, cemov.l ••nd
,coce'liI 1n9' (b) '""poct c••••cOb to N/A
.xp.nd knowl.eS9' ot tropical eoc•• t •
• nct ld.ntlty Iltlrnltive. vhlob viII
,e.veDt COC.,t d•• tluotloftJtptl,9" ..... oc,. . . ....
d'9~.cS.tlOA' (l )d'lin·....t"V'. IIl~loVla.l I(/A

41v.~.ity 'in Coce.t ace,. br
.up,octln9 .ftort. to ldlatlty•
•• tabl1.h., 'Dd •• lnt.l" ,
rlpelllnt.tlvl network of ,cotlCtld
tropic.l foc'lt .co.y.t.m. on I

worldwidl ball., by •• kin, ~h•
•• t.bll.hmIDt of "otlctld .rl•• ,
condition of .upport foc actlvltl"
involvin9 foc •• t cl.lranc. oc
etlvraeSltion. IneS by b.lplnv to
ldeDtify teoplc.l to'llt tCo.Ylt.ml
.~d Ip.ei •• in nl.eS ·of proteetloD .n4
l.t.bl1.h .n4 ~.1nt.ln .ppcopelltl

, pco~.ct.d "1": (J) •••k to N/A
lncc•••• the aVlrtn••• of V.I.
9~v.rn••nt Iv.noi •• aDd othlc.'oDor. .~~.

of tbl l.m.al.~. IDa 1onv-tlra Vilul
of tfopi~.l foc ••t., and (k)/Utlil.I' tVA" • I' .

tb. r ••ou~c•• 'nd Ibll1ti•• of III
E.l.vlnt V••• lovlcnD.nt '1Incl••,

•

..

•

-

••
.

~',c. 1111e)(13), If thl .
•••• tIDO. will .uppo~t • pco~r•• or
,roJ.ct .1'nlClc.ntly Iff,ctln,
tro,icll for •• tl (lDcludlDI ,eoJlotl
lDvolvln9 tb. ,1lfttift9 of exotic
',lIAt I,.el•• ), will tbe ,COlfl. or
troJlct CI) be ba••d U'OD car.ful
.n.1Ylll oC thl .1t.rnAtiv••
av.llabl. to acblivi t~. blst
IUltl1nabli u•• of tbe t.nd. Ind
(b)/takl CUll .Ccount Of tbe
.nvironmlntal imp.ctl ot the propo'14
aetivit11' on blo1091c~1 diver.lty?

..

.. ..... .".. .

MIA.
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, ...,t· .,... .;.l·"",

n. r~ '.;. \1"."11~. Wll1 a•• lltanct
b. u••d toe (I) ·U.. ',roo\l'c.ri."t '0£

~'I o~ lo991n9 .quipm.nt, unl ••••~
.nvironment.l l'I".~.nt indicat••
thlt III t1mbl' hl,v'l;lnv op.ratlon.
involvtd will bt conduct.d 1n .n
environmentilly souad ••onec Ind tblt
tht pcopo••d Ictivity vill produci
po.lt1v••conom10 ~'P,C~~4~r.'

IUltllnlblt tOC'I~ .IDI'•••ftt
Iv.tlm.: or (b) .ctloD~~blobwill
.19Di C1CIAtly d'9cade D~OA.l Pick.
or .1.11., ptot.ctld at••• vblqb
cont.ln tropicll lor•• t"'. or
introduci Ixotic plant. or ani.ll.
lnto .uch .c•.. ,

(a) ID.

(b) te.

.......
o. FAA "e. 118( cOO',.. Will II.lltanCt

b' u••d fOt (.) Activitl •• wh1ch (a) - (d) NJ.

would 'Iault in th. conv.r.lon o£
fot •• t llndl to the r •• rlng Of
liv,.tock; (iI) tta. cOD.truct.loft•.
UP9cldln9, or a.int.nIDce of co.dl
(lnclu41nt tsapocary haul coa«, tor
1099 i D9 or othec extractive
lAdultrl•• ) whlo" , ••• tbrou,b' ..... • . I
rllatively unCSI,rld.d £o~•• t .J.t.YIl .•....,. "1"1, .....

Co) tb. oolon'I.~loD·'f f'tI~.: ..
or (d) tbe eoft.truc~iOft oC •••• oc
otb.E vat.r eontrol .tcuctur'l vhicb
floo4 cllatively Qnd"c.de4 eor•• t
landl. un1t •• with r •• peet to .,cb
Iucb IGtlvltv an eovlcon.ental .
••••••a.nt ·indicat,. tbat tbe
Ictivity vll1·contclbuc.••. , ...• , •
.Ivnlflclntly Ind .1ceotlr to
iapcoving 'tb, llvelibood oe ·tb'''i'ui.l~·

poor and viiI b' COD«uo~ed In"aD
.nvlzonatntilly 10\lnd ••nftee vblcb
Iupport••ultllnlble t.y.10p••Dt, •

p. PX 1'" aRPc9prll~'oD' Bet. II
I •• lltlnc, vill co•• fro. tbe N/A
SUb-Saharan.Afrlca DA Iccouat. i. it
Ca) to bt \I',d to bel, the ,oor
mljorlty l~ SUb.llh~ran A~rlci

thro\lvh • ~rocl" of long-teca .
atvtlopmtDt Ift4 tcoDo.10 9Covtb tblt
1. tquit,blt, plrticipatory,
.nvlronm.nt'l~Y .ultllnabl•• In.
'tlt.c.l\4nt~ fb) belft9 ,rovid.d 10
Iccord.nce ¥it~ the pol1cl••
r.onclina4 in ••ctloft 102 o£ -Cbe rAA; -..._--_.--------------
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(en b.lnq provided, \lh.nea1siatent
with the obJ.ctiv•• of .uch'
I •• i.t.nc., thcouqh Afric.n. Unltld
State. Ind oth.c 'VOl thlt hlv,

. chlDon.tr.ted ,ttlcelvln•••. 10
1

C,h•.• rI .....

proNotion of 10cll 9C••• root •
• ctivit1•• on b.h.lf of lonv-c.ra
4,vIlopm.nt In SUb-Ilh".n AfeicI;
(d) b,lDV U••d to h.lp Ov.eoo•• I

,hoct.c-t.ea cOD.tr.int. to lonV-t.,.
d.v.lop.ent. to ,romot. c.toca of
.Iotor.l loonomlc polici•• , to
.uppoct the orttlo.1 ••etoc
,cloclt1•• of 1ge1cultuel1 ,cOductloD
Ind Dltur_l c~80uec•• , b.lltb.
voluotler flmlly p11nalD9 ••%vic•• ,
.~uc.tloo, Ind 1nco•• V1n1rlt1D9
oppoctunltl •• , to brlnV'lbout '
Ipproprlltl ••ctor.l r •• teucturl09 ot
the Sub-I.hle.n Afeic.n .conoml •• , to
.uppoct r.foea in pUblic
.d~ini.trltion .nd flnlnc •• Ind to
.Itablilh I favorlble Invl,on~lnt toe
individull .nt't~tl•• and
•• If-.u.taialn; developm.nt, Ind to
tlk. into account. in a•• l.t.d policy .
clform•• the nl,d to peotlct
vulnerabl, ,roup.: el) b.ln, u••d to
lnce, ••• a9clcultur.1 prodUction la
vly' thlt protect Ind r'ltor. th.
n.turll C.IOUCC. b••••••"cllllr
food ,roduction, to .Ilntlin Ind
i.prov. b•• lc trln.portltion Ind
communication nttwock•• to aliatal0
and c•• toe. the r.nevabl1 Datur_:
CI'OUCC. ba., 10 wly' thlt ince ••••
'trlcultucal rr04uctloD, t. iapeove
h.al~h condit onl with 1,.olal • .
~.,hati. OD •••tint'th. h.alth D••a.
ot aothlrl and chlldc.D. 1nolu41D9
the •• tabl1.hment of .ell-.uttalnlnt
,rl••,y blalth car••y"I.' tba~ ,lv.
,rioclty to ,c.vlntlv. cae•• to
,covia. lncr••••d ICCI•• to voluotary
flml1y ,l.nniftt .eevlc••• to laprov.
batlc litlracy and aathe.ltic•
•• p,clallY to tbo., out.lde the
foc.al .~ucational Iy.t•• and to ~

imp~ov, p~l.acy .ducation. In4 ~o

dlVllop lnco.'.'ln,cltln9
oppoetunit1.1 for the unl~ployed and
undertlDploYld 1n urban an4 rucal
Ice•• ,

.'
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.I,i.tlnc., 't' the fund. b.1nQ
oblioltlc! for thl I.ro. 9.n.c,l YES. a:>th c:x:mnitteea werePUJ:POI •• and for countt 1,. \Ii thin the" mtified 'on 7/1.7/89••• ro. 9.n".1 '1910n •• oc19in411yobli9lttd, In~ hiV. tht
Appropriations committ ••• O~ botb
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,00 t 1 t 1.c1 ?
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i
I

· IIlul~

II , I ~'Ulli
l,:..L.::.....L.-----~-..---

Mr. William Joslin
Director
USAID
2 Oxford Road
Kingston 5.

Dear Mr. Joslin:

Re: Export Dfty.1opment ond Iny.stmen~
~notion Project

This letter constitutes a formal reQuest from the Governmentof Jamalca (GOJ) to the Unlted States Internatlonal DevelopmentAgency (USAID) for a grant of Fourteen Million United StatesDollars (US$14 million) to provide support activiti.s to increaseexports and to diYersity investments. We understand that thisactivity wi 11 assiat the GOJ arId the Jamaican private sector toresolve or ease the major eon~tra;nt.. as leen by Jamaicanbu. i ne.. peop' e • t.o t.he 4tXpan.1on of eXpOrt. and t.hediv.r.ification of investmenta. Illu.trative ~f the.econ.tratnt.. are:

Low Produ,t1y1tx:

(1) Buain.s.Inefficiencie.
(2) Lack of Mana8er. and Skill.d Workers(3) Lack of Backward and f'orward L1nkag••(.) Unre1i~ble Suppl1e. of' Input.
Fjnancial Market Defjcj.nci~:

(1) High co.t of Credit
(2) Lack of Term Financing
(3) Lack o~ Equity Financing
(4) Lack of Small Busine•• Credit(5) Delays in Accessing Foreign Exchange
Lack of Business Inf~ast~ucture:

(1) Weak Small BUliness Support Services(2) Ineff;cient State Owned Enterprises(3) Unclear Investment Incentive.(4) Cumbersome Export/Import Procedures(5) Insufficient Factory Space.

-



I'

We look forward to a P~S1t1V. response and work1ng w,th you
to implement thl. 1mportant act1v'ty.

:vc

-

.. ';' . ,,.. ,.

t..

Yours s1ncer.ly,

';,t.' ",{ ;',C." ...
"""'1
ar Dav1 ••

• D1 rector Genera 1

~..

---'fF-
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ANNEX E

JAMAICA:EXPORT DEVELOPMEnt AND INVESTMENT PROMOTION PROJECT

COST ESTIMATE

A. Low Productivity Gro~

1. Bu.ine•• Inefficiencie.
2. Lack of Manalen ,Ind Skilled Workera

a. Technical A••iwtance , Trainina - JAMPRO
(1) Technical a••i.tance

(a) Ga~ent.: 0 (2 LT x 3 yr. z $120,000/yr)
(b) Alribu.ine•• : (2LT x 2 1/2 yr. x $120,000/yr)
(c) Furniture: (lLT'x 2 1/2 yra x t120,000/yr)
(d) Other.: C2ST x 4 mos x $lS,OOO/mo)

(2) Traininl for Trainers
Ca) Per diem:

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

(.) 3 vehicles x $l4,400!vehicle
(b) Oth~r equipment

(4) Program Audits
(2 audits x $40,OOO/audit)

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

c. Trade Promotion - JAHPRO
(1) Trade shows

($20,000/lhow x 5 shows)
(2) Trllde fairs

(40 co.panie./yr x 4 year. x .1,SOO/trip)

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

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

180,000

42,000
16,000

80,000

100,000

240.000

$1,878,01,)0

300,000

340,000

•

a. Feeder Industries
(1) Technical assistance:

(LT: 0 (1 x 1 1/2 years x $120,000/yr:
(ST: 10 .onthl x $15,000/.0)

(2) Trainina
(6 trainer. x $125 per diem x 30 days)

( 3 ) COIlllPeu' t les
(4) Credit - BOF:

(t150,OoO/yr x 2 ,.ara)

"
180,000
150,000

22,500
87,000

300.000 739,500
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b. lnv••t ••nt Promotion
(1) Pro.p.ctu•••

($l,OOO/pro.p.etu. z 6/yr z 3 yr.) 18 ,000
(2) Trip. to U.S.:

(6 trip./yr z 3 yr. x 10 day. x $l25/d.y) 22,500
(3) r.a.1blllty .tudl~.:

(3/yr x 3 yr. z $20,000/fea•••tudy) l80,OOQ 220,500

B. rin.neial M'rket Deficicncic. Group

1. Delay. in Acc•••ina 'orl1,n Exchanae
a. Policy Studl••

(2 .tudie. x $20,0001.tudy) 40,000

2. High COlt of Credit and Term Financing
a. Policy Studi••

(2 .tudieB x $20,000/.tudy) 40,000

3. Lack of Sm.ll Bu.in"1 Credit
a. Credit - NOF 600,000

($200,000/yr z 3 ye.r.)

C. L.ck of BUlin... Infr••tructure Group

1- We.k BUBine•• Support Services

a. Small Busine.s Development
(1) Bu.ine•• p11D1 50,000
(2) S.lutel

(2 per,oDa Z 2 yr. z $40,OOO/yr) 160,000
(3) technic.l •••i.tanc.

(Lf: 1 z 1 yr. z '120,OOO/yr) 120,000
(ST: 12 month. z $15,OOO/mo) 180,000

(4) Commoditie. an~ publicationa 50,000
(5) Training

(OJT: 30 trainer. z 20 day. z $l25/day) 75,000
(6) Karketlna 5D.a.WUl 685,000
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b. Improvement of Pri.lte Sector Orlanilationa
(1) BUlinel1 plan.

(2 planl x $40,OOO/plan)
(2) Technical A•• lltlncI

(2 ST x 8 month_ x $15,000/mo)
(3) Studhl

(2 atudlel x $40,OOOlltudy)
(4) CODIIDodithl
(5) Trainina

(OJT:I0 trainerl x 2 oraanize. x 20 day. x $125/dlY)
(6) Marketina

c. Improvement of Publi~ Sector Oraanizations
(1) Studiel

(2 Itudies x $40,000/Itudy)
(2) Technical Aisistance

(LT: 1 LT x 1 yrs x $120,000)
(ST: 12 m08 x $15,000/00)

(3) Trainina
(30 persona x 20 daYI x $l25/day)

(4) CODIIDodit1e1
(2 orlanizations x $40,000/organ)

2. Inefficient State Owned Enterprises
a. Privatization Program

(1) Salaries
(1 perlon x 2 yrs x $40,000/yr)

(2) Training
(4 peraoDa Z $3,OOO/aeminar)

(3) Technical assistance

3. Unclear Inveltment Incentives
a. Operationa Study

(1 atudy included in government group)

4. Cumbersome Export/Import Procedures
a. OperatioDa Study

(1 atudy included in lovernment Iroup)

5. Inadoquate Tranaportation
a. Policy Study.

(1 atudy z t40,OOO/atud7)

80,000

240,000

80,000
75,000

50,000
50.000

80,000

120,000
180,000

75,000

8o.a.Q.Q.Q

80,000

12,000
300.000

..

575,000

535,000

392,000

40,000

/\\
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D. Prg1.et Impl"lDtAtign

1. Techntcal aaatltancI
(LT PSC leono.tata 1 x lyra x $120,OOO/yr)

~. MISIC~mmuntcattona

E. Ey.lu.tion .n4 AVd!1

1. Evaluation

2. Au4it

F. Cgntinaency/Infl.tion

TOTAL

Stan4.r4 Co.t Factgr.:

(1) Technic.1 Aa.i.tanee
Lona Term (LT) at $120,000/yr
Short T.~ (ST) at $15,000/mo

(2) Pef Diem at '125/4.y
(3) Seminar. at $3,0001.eminar per participant

UO,OOO
6o...Q.D.Q

50,000

75.000

180,000

125,000

310.000

$7.000.000
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OBTI Art'
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CTION COpy
ACTION TAK~ ~ lJ,4b

~? .v~
F..O. 12)~5J NIA .. -rl" 114
TA~S:,) 7
SUBJ ECT: EXPORT DU ELOP-.,EN AND J NV I:STl1iNf PROI1:>TION ..

PROJECT (IOIP) PP (532-~13~)

ACTION. AID-2 INro, CRA!'" ICON

'ZCZCIOO'~l
JUl RUZHttO
DE RotHe .~?g?I'l Z7522~9
ZNR iJOUJU zz~
it IZ2Z85Z OCT 9~

rM SleSTATE ~AsqD~
TO A~EM8Assr IINGSrON 394'
8T
~NCLAS SICTIO~ 31 Jr 84 'T'1' ~15?~?

AJDAe

1. SUM~ART: T~E DAr= FOR Tor rDIP p~OJr~T PAPr~ ~.~
P.ELD ON e/23-2~/39. rp.1. ~R01E~T PROPOSED SlVF.R'i
INNOV~TIVE INITIATIVES AS ~tLL AS ~~LL:>~-O~ 'U~OIN' ro~

I PROVEN ACTIVITIES TO SOPPOqT PRtvATY' SrCTO!:l DIVJ1..0PMr~T,
PARTICULARLY IN TB~ EXPORT SrCTJR. IT VAS CONCLUOED
TSAT TBt PP ,s PREsrNTE~ REQ)J~ID ADDITIONAL ANALTS!S TO
VALIDATE rHI pp'S 'SS"RTIO~S OF PROJECT 'EA~I'ILJrf
PRIOR TO AOTBO~IZArl'N. IAtS) ~A) DEeJDrD '~AT 1ar
AM~U~T ~F TSt INITIlL ~o~eoolZ'TJON A~n t" IO]LD qr
REDUCED T~ BEfllR R'FLICT Tf~ ~ILO~ N,TORE or ~E9ER't o~
Tar ACTIVITIES 'ND ,~t ftEC,j~I~ED P~'P'BILITT TGIT
ACTIVITltS UNDER TBE PROPOSE~ ~aOJECr 'OlLD a,v' TO II
ADJUSTED TO ~ErLEcr J~IrIAL l~PLEI1'~TATI'N rtPEql'NC~.
TSE LAC BOREA~ Drt[~ATES AO!'~ITf TO T~' FIELD '0
APPROV! TSt PP SUBJl:T TO TH~ ~ODI'ICATIONS OOrLl~!~ 1~
PARAGRAPH 3 B£L)~. ~~D S~~MAqT.

2. POINTS or DISCOSSIO~: ,~ T3r JSS~~~ MEITI~' B~lr ON
8/24/89 A~RII~INT lAS RI'CSID O~ T~' FOLLO~IN] P'tN~:

A) PROBLIM DIFI~IrION - I~ R~Sp~~Sr r, A ~1ESIO~
. SEEkING CLARIrICATI~N )1 T3~ PW~JrCT'S p"Rpjsr. ~ISSIO~

kEPRISINTA!I'!S CONrll~r.D !H_r IT ._S r, IN~R~.Sr

r.1PO~TS A,J DI'EdSI1! .~'ESTI1INTS. MISSJO~
REPRISENT,tIVES AG!EED f~AT ~ON-T~.DrTr'~At rXPO~T
GRO~rB RAD !~EN SI'NI'IC~NIOTP,r rVER! ilS A ~~)~N

P~TINTIAL rOI SU9SANTI1LL! 1~~RiASID "IPoa, I.
CONSTaAI~rs ~~JtD Sf Kl~ov!n. S~Att qU~I~~SSrS ~~!
!BOUGBTO SIGNIrlC~HLr COHrp.IB'~ TO "IPOqrS AN~

aEPRISE~T l Dr~A~I: S~ryRe, or _DDtTl~NAt £~PLor~r~~
GINr~ATJO~.

!) IHSIT~Tl~~~L LIN,A1r. - ~U~lN1 I~EN~r'E ~JSSIJ~
REVIEW, TBE NfED Tl T~AI~ ;<ILtED INO St~T-~KJ·Lr~
V~R'ERS ¥AS EIAHIN!~. rH" ~teSJ~H nJSC!i~rn ~O N~[D ,~~

iRIS "PI o~ rRAr~IN~ O~~ER T!IS PROJE=~. ~rJ~I~~
PROQRAMS IN JAMAJCA paOVJD~ Suca TRAINING, so~~ ~, ~~lCB
D~ N'T ~EET lSI R!~OIREMIHTS ~. TSr. LOCAL J,? I1A~(r.~.

1MI'O're1

D" .", 4100
DlDI.~ ONNP
...,,, OI1lIa

.'Da" or_
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lOR ~ANr SKJLL!, 'JRMS IN fB~ lN~DSTftY ",." 10 TR'l~
THEIR OWM IMPLor"IS,

C) CAPAIILITY/CAPActTY - ,or~ J'~PRO 'N~ NO' H~"
UNDfRJONE RECENT rlHANCJAL AsstS!\llNS ,r CPA 'JIlIj\S.
MISSION Ar.PRESlNT~rJVES qTATtD ,rAT TIEr q~,~ ~Ar rrtlS
or IXPI~JIHCE ~JTB BOT". rHtf BrLJ~'tO THAT ryS,JD'S
E1PERlt~CI CO~rJqMS AN~ Tsr ftr~E~T ~SS~5S~~NTq T~DJC'Tr
THAT BorH ORG,NJZAfIONS H"~ TP~ CA'A81LIT T~ J~PL~MENT

THI 'LANNID PROJECT. TRI ~U"TT~N ,r TRt CAPABI'I'T A~D

CAPACJTr or T!E IMPLr~ENTJNG OR~AN1ZATJON' iAS rJ~TR'R
CONSiDERED AT THI DA'C. T~~ R£S"LTJNG OICJSJON 'Nn
~UIDANCr. ARE NOTED IN ~ARl~RAPB 3 'IL'w.

D) JAMPR~ IN'OL'r.~ENT IN ARrh' MOq, APPROP~J'TE rOR T~'
,al'ATI SECrOR - A 'AJOR 'RIA or CONCERN AT 'HI ft"'II~
WAS THI: EIPORT PR0'10TION ACTI'ITY. ~INr'4AL r"Nl'q "IlL
00 TO JAMPkO rOR TRIS. USAI~'S POLICf DIAL"~t
f,NCOURAJES THE PRIVATIZATION OF JA~PRO'S ~CTJVITIrS.

JA~PRO ITSELF, WITS IT! PRIV~T~ SECT'R' ~~ARO C~'I~~AN
AND PREDO~IN'~T PRJ'AT' SECTOR ~OA?ry, IS A =ON~OLIDA1JO~
or 'J'ftRJ:E GO, IRN",Ern A:U~CU:C;. "31 CR \lIU SURA !lI,T I N: oJ: ASED
TBE ErrlCJfN:r AND REDJC10 T~r COST ~r J'MP~O t=~IVJTlrs.

I) SELF-SUST'INA'JtJTf - T~' ~ur~ION lAS R~JS~~ ON
WBEBER IT ~AS RE'LJSTIC T~ EXP!C~ TP.AT ~M~LL P~~IN~SS
ORGANJZATIO~S ~8ICB 10)LD ~R07InI rH~ SERVJ~~S '~"~~ED

COOLD EVER II SEL'·SJSTAI~IN'. IT vAS P'JNT~~ '~?~AT

ALT20UGH SELr-SUST'JNI~G ORC'NTZATI~NS ~r THJS rrPf ~Rr.
MOT TH~ NJftM IN LD~ S, ~A~T SryCCESSfPL £~~~PL~~ E~IST

ILSEWRIRE PRJ'ISI)N ~r A PLAN TO .TTA!N
SELr-S3rrICII~Cr BT !AC~ O~~'NJ1~TIO~ StLr~TtO TO
PARTICIPATE IS A PREREQUJSJT~ T' PROJ~Cr rJ~ANC:~~.

TerSE ~LA~S A!' TO !l ~ARrTULLT ~rVIt,rD A1. T~~ ~I~SIO~.

r) PR010TJON rRIPS (APPR~.~IAr"~ESS " co~saARIN~) 
MISSION p.EPRrSENT'TIvrs ~o~rI~MrD T~AT I~VrSTM!NT

PROMOTION TRIPS ~ILL )NLf " ~iD~ ~o E'ENS su~r ~~
TRADE rAJRS. ALTB~UGS TBE PR~JECT WJLl rU~D PtR DIR~,

PRJfATI 'IRMS WltL P~T FOR T~AVEt -ND OT3ER ~O~S
lSSOCIATED WITS tllPS.

C) s~C-!rPE ~~DY - I~ d~~PONSE 10 , ~'!STI'~ ON
WHITHER THE PROJECr WJULD "r fOR SAtARI~S OF
'RorESSIONALS A~D RECURRINT COSS 'Oft ,qJS ORJA~Jl"I~N,

"ISSION IEP.'SIMTAlliIS s_,rD '.AT PLAN' _., TO P~'
ONLY 'OR rHE S'~ARJrS 0' IVO P~O'~~SION~LS rop Te r rl!ST
TWJ TIARS OF THI PROJECT. 'PolS CJ~P)NINT ~A' rr~~TN!D

rURtG!R Dcr~IN] T!E D_rr. (SI! '~RA 3'(~) ,rt~~).

8) CREDIT (SAT~S or NDr AND A.lft~,'S R'L~ I~
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SUBftLOAM5) - NDF. W!ICB WILL O~-L~ND !O[ ~~~n~ 10
~rS~rlVI~' 'IR~S, IS AN rS'BLISHt~ O~1~NIZATI~N TP'T FA.
~ICrIVEO P~EVt~US )RANTS rqO~ A.I.D. P~OCr.DJR~S A~n

ACCOUNT'tIIITr ALREADY H~lE ~~E~ t~A8tI'Ht". MIS~IO~
R~PfttS~~TATIVtS CO~FI~~E~ '~~T USAID/J~~AI~A ~ILL ~OT
APPROVt IACq S~R-L)AN.

3. DAEe R£VIt~: r~J C~TE:O~JtS Of ISSUE! ~~R[ RAISED
DURING T~£ D~~C: 1) T~r ,nr~1A:T or TOE V'~InU5

TECHNICU, ANALYS~S UNO'RUHI'; TRr PROJr:T DESl~~ AND
REQUESTED AUTaORIZATJO~ INO ~) SPECIFIC ISS~r.S af.LATrD
TO INDIVIDUA' ?ROJE=T CO~Po~rNTS. IT ~AS =O~~LJDr~ THAT
Tftr PP DID Nor PROVIDl A~ ADr01,T' B'SIS 'OR PhOJr~T
AUTBJRIZATION AND ~OULD R!OUJR~ ~ODIrIC'TION. TPr
rOLLJ~ING OUTLINES TBE ARtAS IN WRICR M)rlFICATI~~S :)
TBE PP ARt RE~tJIRE~. ,.. \

A. i'ROJE=T AN'LYS~S:

1) rlNANCIAL ~NALJSIS - TH~ ~P'5 FINANCI~L A~'LT~T5
ASSlRTS THAT rHE PROJECT IS ~OT SU~C€PTIPLt T'
TRADIrl~NAL rI~~NCIAL ANALYSIS. IPILE THIS CO~CIOSIO~
MAT BE RE~SO~ABLF ro~ SO~F PROJFCr ACTIVITI'S (S1C O ~s

SPECIFIC FEASIBILITY STUOI~S), orH~R CO~PONrNTS CL~ARIT

REQUIiU SfPA,RATE ANALYSIS, IN PAeu T' RE'CR CO~:;',"SIO~S

ABOUT S~S'I~ABIL1Tr. THIS IS TRur p~RrICUl~RLT fO~
THOS! ACT]'ITI~~ TJ BE IMPL!~ENT~D B! tlISJN1

INSTITUrl)NS WP.ICfl ARE PL'~~~~ r~ FE E~PI~~tD UN~E~ ~R~

PROJiCT, E.G., THE NATIJNAL DEVEL,~~rNT fO~NDATION (NOr)
AND JAMPRO~ T3F. pp·s CON~L~;IO~ T~~T TeE ~DF CAN
SUSTAIN S~ALL BUSI~!SS LEND1NQ FOL10~ING o~OJrcr

=OMPLETION WITH Tsr CAPITAL PROVIDED BT 'Rf A.I.D. ~PA~

IS UNSUPPORTED. IN THE c'sr or JA~P~O, THr R~C~O~!N~
COS)f Irs OPERATI)~S ~JW 'ND AS ~ RES~LT O! ~6E

IXPANSION UNDIR TBI PROJICT ART ~~SATrD, ~~~I~~ IT
DIFFICULT fOR THf ~ISSION ~R rH~ GOJ TO CONCL~OE rR'~
ITS FUTORE COSTS CAN BE OR S~OULO BE APS'RBED !1 TPr. G'J.

IN THE REVISED PP, rp.E MISSI'~ SRO~L~ DISAG'R~GITE TB~
FINANCIAL ANALYSIS SE:TION OF Tar. 'P, AN~ UN~~RTAlt ~Br
&PPROPRIAT~ ANALTSIS r~R T90S1 ACTIVITlrs ~~I:B ~O~M'tLt

JlEQUIR'; 'i" .. JS II,NALTSIS. 'OR £~.'1PL'I', ,'N rHE C~~i " TPr
NDr, A (;ASil FLOW PIlOJECTI'~ Se'"LD I!E PuF.PA~ED,
DEI10NSRAT1HG THAT rB~ ',Dr CA~ C,JNtNfJl' IS tEtJDIN'l
JPERATI)NS IN TBI fUUIE WITS'OT ADDI'i~NAL A.I.D.
ASSISANCJ:.

2) INSTITUTIONAL ANALTSIS - THF lA~cr,-~r 19~9 PI~
APPROVAL CABLE ASlt~ T3f ~ISSION TO ~r.~Jrw ,~~ '~D~r~s

T~E ABSORPTIVE CAPACIlIrs A~D CAPABILlrI~S 'F ~P.F

'A~IJUS I~PLE'1ENTIN1 A~E~:JE~. N' INSlrUTI)~~'
ANALrSIS IS p~JVIDrD I~ TqE ~P, TB~!EfO~r, I. IS
DIfFICULT TO ~tT'R~INE ISrrv.ER T~I ~,~~ !W'ECTIV~ A~D

tfFICIENT ALTERNATI'~S rOR ASSJ1NIN~ I~PLr~~~ATJ'~
RFSPONSJBILJTIFS T' 3AMPRO, Nor 'ND US,IO/JAMAJCI nAVE
~E£N E1AMINED. AN ASS!SS~EN~F ANT A1DITION\tLT

" .

••
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•
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,NCLAS51'ltD ~T~r' 31~?g7/~2

IDENI'I~D I~PLr~ENI~1 A~r~~T (IN:t1nl~J NI-J) ~"J1L~.1. INC L';D£D!

~) PROJI~' ~'N~Jt~rNT/~O~ITO~I~O - , ~tt,orR

PRESENA1I~N or Tat "ftIOUS R'L~S AN~ RrSPON~I~ItlTJIS
or IAC~ J 'tPLI"r.NTIN' ,:a~'::f (,,,tt EACH co..,po"r~T) ~MU't'o"
~r PROYIO£D. 'O~ JNS,~:E, WP'T JS T~~ ~JS~JO~'~

RfLATJONSRIP _ITH JA~PRO? "J' WILL TA' pq,JICw
CO~~ITTr.E OPtR~Tr.? ,q'T -~E °RO~RAM AJDITS A~~ rDr!~
ROLt IN PROJECT MANA~t'tlNT A~D 'VALUAT]O~? I? WOULD ~~

usrFUL TO PROVIDE , ~AT~Jl or TVI ~ATr~)RIIS or
GRANS/SUP]RANfS ~NO CONT~ACTS BY PROTECT COMPONENT T~
INDICATE THE Trp£ J, A~~'E"'~~/SUBAGREE~rNT ANf PROPOSED
PARTIES TJ T![ A~Rr.EMr,NT(S).

,) eVALUAlION PLAN - MISSI'N RIPRESENlATI'r,S
CHARACTERI ZED "'11: PROJr~T AS B,I-'G ~J'TJ: MI~l'rT·:J)RI vr~
UNQUOTE, ALLOrIN' SUrrJ:JENT rLEXI.ILJTf ~ND LAC~ or
UP-FRONT SPECIFICITY rJ PtR~IT THE PROJEC~ ACTJ'ITlr.S TO.
RESPOND TJ OPPJaT~NITIrS OR D~OP CO..,PONrN) ~PICH
FALTER. (EY r, THIS APPR~ACB T~ D!S11~ J~ THE PLANN'rP
PROJECT M~NA:;E~[Nr INrO~MATJ~~ srs'!'f,-1 (MIS). ~'BJLI' Tl?F
PP RECOJNIZrS ITS J~PORT'N~E, ~~ srs,,~ iA5 nfSCRJF!D,
OR APPRJA=a TJ PUrTINJ IT IN PLACE. TBr REVISED PP
SH~UL~ CONTAIN THIS PL'N, JN~L1DINJ A D[SCRJP~IO~ or T~r

~ANAGEMENr INF:>R' "TI'~ STST'-", AND THE R't1' 01 PPOr,P,M
AUDITS. TBE REL~TIO~SHJP ~rT~r!N TqE MIS '~D ,sr DAT'
NEEDED TO ASS~SS OUTPu'Nn puaposr-1EV~L A~5I1'Vr~rNT

ALS' sa'ULD BE DES:RIBED.

B. ISSUES BY ACTJVITf:

1) lIS: - A NOM~~a JF ~"STIO~~ RrMAl~ JNA~3~r~ED

UND!R THIS CO~PONtNT. HOi tILL ~ISSI'~ M'~A~~/"'NJT,q
~HIS £LE~E~T? WS' 'ILL ~PPRJV~ SU~ ~RI.NT~? T~~ 'tISSI'N
MAr WISB TO CO~SIDrR I~CLODJ~~ JFS~ ,~ 1 ~r'~~A1E ~RI~T

COMPONENT UNtrSS THE PtA~ IS r~R J~~PRO TO SIGN ~R~

GRAN{ASSU~IN~ tHAT JA~paO WILL RA'E A S'BSA~TI't ~:>tE
ST
" 5797
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IN H~NAOIHG rHE Jlse CO~PON!~T). Tqr ~o~crPT ~r =o~
SqARIN1 S.O~LD IE ~ORI CLEARLY ttF1N"D. A ]£~I~'L
STATEMENT OF ItSe'S CJRRE~T ,PPRO,CH AN~ IN ~'~T!:~L~R '
THOSE ELt~ENS tBltB WILL BE 1NC'~POq'tID u~n~~ T~r
PROPOSlD CRANT SHUlLD -ef INcLunED fr.~ •• ~J~1M""1 CAf:\4
CONTRIBUTIO~: GRADJATID 'CAL· ~r l~c~rA5E~ USfR ~'S'l.

spr~1rl: SELI~TION :~tTr.ftl' ~qOJtD -y OUT~IN'~ J~ T~~
REVISID PP, OR DE~1NrD IN THE A~~EE"1~N! WITH l~S~.

2) FrEDIR INDJSrRT - AS A PILOT "rr'RT IN A N~~ ~qT'.
Tftr. BUREA' RtCO'NIZIS TM'T A DET'JT!~ DfSCRIPTION or
THIS CO~P~N!NT IS ~~T RE~SJ~A~~~ AT T~IS TI~r. ~)~rVE~.

THE PP S~'ULD ~ORE CAR~'ULLr OUTtINr TBE S~LErTION
PROCESS rOR THI FIRST ~r THE rEEDER INDUSRT AC~IVITIES.
IH:LUDIHQ TaJ ROLES or J&MPRO A~D Tqr MISSIO~,

ANTICIPATED ~ELECrJON CRITERIA (P'RTICUL~-LT TU'
PRINCIPLE O~ C~ST SRA~lN~). B~W TBE 'R'NT WILt Br
MONITORED AND Bf W~OM, ROi TP.! ~BJI~rlvr or 'CPlrVI~j ~
SPREAD ErrECT ilLL BE I"1PL"~~NTE~ A~n TEE p.,tr or THE
NDr LOAN rUND. TSOS' SPECIFIC A~r!S ~o 1~ r"~D~D wJ~R
A.I.D. ~RANT FUNDS SHOOLD !! DrrIN~D CO~SJsr~~ ~ITH

A.I.D. P~LICJ. THE INITIAL PROJr~T AUn~RI~_TION ~ROULD
LIMIT tBI PROJtCT 10 rU~DI~Q ONI CO~P~ITIVELT SELECTfO
FFEDER INDUSTRY ACTIVITY.

3) INVEsrME~T PRO~~TIJN - ~~JS co~Po~rNT NrlDS TO Br
DEVELOPED 'URTHER. WP.~T IS THt CRITEP.1A (I~ G!NI'D~L)

. lOR SELiCTINJ JJINViNO~E PARTNr~S? WHAT ti~S !tE~ !H'
JAMAICAN JOINT '!NT'~E !XPE~II~:r IN T~r PA~? ~a~T IS

MISSIOh'S APPRJVAL RJL£ (It ~NT)?

.) STOCK IXCR,NGE - UNTIL fsyar IS A P'LJ~! ~~~

POLITICAL DECISI'N TJ ~PEN Accrss ~, ~B~ EACq~NG~,

CONSIDE~ATION Jr PJSSIBL' A~SIS'~=! TO T~r STJC~
IXCBANGE IS P~t~ATJRr. Tar Rt'ISE~ PP, T~rR,rORr,

SBJULD BE LIMJTED ro CO~SIDERArJO~ or ~SSJS,~:~ '0 HrL~
CUIDE TBI GOJ IN TBE ~PTIO~S T' ~r CON~IDERtD l)~
RESTRUCTURING rBE EtCBANGT, D~rI~I~~ ANn AUTS~RJ~I~G

ASSISANCE T~ J~PL!~ENT CB"~~ts IN TH'. SJCl ~~CqA~'~
SIOOLD BI LIFt TO l FDORE ~MrND~INT or T!IS PROJECT OR
1 NIV PROJICI'.

5) Ot~J:R CO~PONrNTS - lOR !~F A:!JVITlrS I~~Ot7IN~
SMALL BUSINESS SDPPORr, PRI'A'? SECT'R OR~'~IZ'TJO~S,

AND POILIC 51:'01 JR~'NIZl!ION~! !P! rJLLO.IN1 AQIAS
.. SBOULD 81 INCL:JD~D IN THE Rr.VI StD l'P: "er SELIC~IO~

CIIERIA TO BE r~LL)WED; A DESCRIP~ION )r T~t P~JCESS

FOR SILECTION A~D IMPL'-Mr.~T~TIO~ MO~ITO~IN' (~~O lILt
PARTICIP,rt, -H~ WILL ~'IE THE rIHAt D~CISIO~ ON
StLE~TI~N, BO- WILL !R~ PRINCIPLE ,r C'ST BE APPLlr~ ~o

THE PRIVAT! SECTOR r.NI~IES). TSTsr ~C~I1ITI'S.
PARTICULAitf THOSE INrOLVIN~ TP.E ?RIYATr. SECT~~t ALSO
~RI PILaT I~ITI_TI'IS WROS' PO'''NTJAL lOa ~~~~tBPTI~'
TO THE PROJECr PURPOSE RE~_I~S TO Dr D~~ONSO'Tr~. rOR
'BAT RIASON, TBI RtrISED PP SHOJLD LI~IT 'fHE r'l~N NJ
AUTB~RIZED rOR TaOSt l~TI'ITIrs PENDIN~ n'~O~S~~TIO~ ~r

• •

f·
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UNCLASSIFIED

THrJR I~PORTlHCI AND 'I_IILIT'.

b) LO~lCAL F~t~~~)R~ - A NU~~IR ~r OUTru;s PRr~r.~ID
IN TRE to] rR'MI M"~IX DO N~' srlM TO A~D~r!S DI.t~TLT
AND SP~CI'JCALLJ TME STATED PU~pos~ 0' INC~rASJNr,
IIPORTS AND DI"RSlrYIN' INvrsT~t~T9. r~~ tlAMPLr. H'~
DOtS TH' RtD~CTJON IN THE ~~1" !1DG'T DrTI~JT ~JarCTL!
ADDRESS TBE p~~J~cr's P"RP~S~? TAE REL'TION~HtP or TRts
OUTPUT TO TRt P'RP~S' JS DJ,rl~JLT T~ DETrq~INr ql~~' IT
iAS NOT DJ9CUSS~" IN TUf N,p~ATJVr. TH" PP ~UOG~STS ~~

INTERRELATED ;~B OF ACTIYJTJr.S T' ~DDRESS A~
INr.RRELATED SET OF CONS~AI~S. TBE OJTPUTS ~, Ter to'
fRAMI SBJOLD. TBERCrJRE. 8E R-:rOlt'10LATE[l 'EO rORIoo1l AN
INEGRAT![l SIT or A~TJ'lrl"S T~At A~r ~r.=ESSART A~D
SUF'ICIINTO A~UIEVE THE SATEn PcrRP'S~ or TH~ Rt'JSED
PROJICT PAPIR. ALL ~O~PUS S~O"LD IF DISCUSS!D J~ ~HT

NARKA'I'I or lRr REVlSrI' PP. ..,

t. PROJECT DESIJN PARA~ETERS - A:~I'ITIES ARF ~, ~E

SC~LED BACI TO _N LOP OF 3 r~,qs 11TH A CO~~EN~UR~Tt
TOTAL rUNDIN] ~r NE D~LS 7 MILLION. THE DAIC AL~)

AGRtED TO THE MISSJO~'S REPR)f!1U"1'1IN~ ~r l)~>t,S ., ~ILLION
INCLUDED I~ ITS CURRr~T OTB ~OR TR~ EDIP P~OJECT ,S
FOLLOWS:

A) DOLS 1 MILLI~~ ~~RTq or pqOPo~rn ACTIVITIF5 Tg~T
WOULD S,VE liEN rINANCEU UND!R THIS PR01EC~ TsID rJSC~t
rEAR. WILL BE rINA~CEn IN5TE~D ONDE~ AN A~END~~~~) Tar
TI:B~ICAL CO~SJLTATI'~S '~D Tq~I~INj GQ,NT (532-~a7~)

PROJECT. rHESE ACJVITJES INCl.'JTlE:

(1) T!E CONINJATIO~ OF TECgNIC_t ASSISA~CE pqOVI~En PT
~HI INERNATIONAL EXE:UTIVt S'RVleE C'RPS (JtSC) _~D

JAMAICA paOM~TI'NS. LTl). (J~~poo) TO ISSIS~ S~'LL
BUSINESS AND r.1PORf ENT~RPRISES;

(2) FUNDING or LOCAL T~ADE rll~S. INCLryDI~~ JA"1AICA'S
REGIONAL ~UOTE FASBION CA!NIVAL UNQUOTE AND
IT
,57g7
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•

PARTICJPArJO~ I~ U.S. T"AD~ Sp~WS! oRJM'ftJLf ~T
IhDIV1DtJALS or NEW EXP::>R' ENI:RPRhESt

(3) FINANCING ~r P~LIC! A~D OP~RATJONAL 9tJDJ'S TO
ADDRESS 'BE J'~~lC'N rJN~NCJ~L ~A~.IT A~D SATr-,wNED
ENrERPRIStS Dt'ICltNClE';

(4) rINAN~JN~ ~r P~~F~SSI'NIL ~ERVT~g~ !, S1PPO~~ TA'
GOJ'S E(PANSJ~~ OF PP.IVI0~SLY su~C~SSrJL Pr.IV'TIZATJO~

ErrORTS; AND

(~) rUNDIN' fJR PRIVATE 'R'ANIZATI0NS tIlE TqE TO'RI~~
ACTION PLA~ (T~P) I~I~B SJPP::>~T B~SI~"SS DEVr.tOP~£~; A~D

I) TIl SECOND DOLS 1 MILLION WILt BE USr.D TO FORY'~D

fUND AND REDUCE TH! M::>RT~A'E ~NDEP. Tq! '~RJ~UtTUqA~;;
EXPORT SEaVICES (532-0155) p~OJlcr. B,~r.R
IT
115797

NNN~
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Phase I
Phase II
Phase III 
Phase IV
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NATIONAL DEVELOPMENT FOUNDATION OF JAMAICb

OPERATIONAL REVIEW FOR STRATEGIC PLANNING

EXECUTIVE SUMMARy

1. INTRODUCTION

In February 1988, Price Waterhouse was requested to conduct
a 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:

Business strategy Confirmation
Operations Review
Financial Review and Modelling
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
Volume II 
Volume 111-

Operations Review
Financial Review and Modelling
Evaluation of the Organisation Structure
and Staffing.

•

summarie! Df 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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2.

i

CRITICAL SUCCESS FACTORS

Th. objeotiv. ot the tirst phase ot the assignment was the
oontirmation ot the bus in••• strategy and identification of
the Critical Succa•• Factors (CSF'.) for the NDF. CSF'. are
those tew things which must ba done well for the enterprise
to gain an edge in its marketplace. These were identified
.s:

the ability to generate a steady flow of financial
. resources trom loan repaymentM, grant funds, soft
loans, ate.

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
quality of contact with the client population

the timely production and distribution of
management information.

3. 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.
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counselling/Monitoring was identified a8 a TAT proce8s but
no olear distinction was drawn between the two activities
primarily because they were carried out by one category of
.taff - Busin.ss Counsellors. To achiavo greater focus in
the work ot the Business Counsellors and to ensure that the ) 7
olients perceived them as providers of mana9Qm~nt services, I

we recommended that the Monitoring process be reclassified
.s a banking process and be defined as "the periodic
examination of the client's financial statements and
financial performance to ensure that the c~pacity to service
the loan is maintained."

4. USER FEES

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

Project Deve1~puent - if performed by the Project
Development Officers, to be charged on the basis of 2%
of loan requested. This is expect~d to recover about
50% of the actual cost.

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

insurance year.

Counselling Servlce - 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.

•
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5. EFFECT ON BANKING PROFITABILITY OF SELECTED VARIABLES

Preliminary Ob.ervations

Banking profitability in Nor ia affect.d by the rGlationship
ot the initial set-up eosts to the recurrent servicing
coata. Set-up costa include the following praCeSBQS costed
uaing a) an $18,000 loan repayable over 3 years at 19.45'
and b) Kingston's activity levels for 1988:

Origination and approval
Disbursement
Initial Group Training

$798
643

--l2.
$1.513

Servicing costs for the 8ame loan comprise:

Year 1 Year 2 Year 3

143
125
140
408

428
374
420

1. 222

Recovery and arrears 714
Cost of funds 623
Share of corporate administration -1QQ

2.037

Overall profitability is shown below:

Year 2 Year 2 Year J Total

Inte:t'est earned

Initial costs
Servicin9 costs

Surplus/(Deficit)

2.91Q 1.751 ~ 5.253

1,513 1,513
2.037 1.222 408 3.667

3,550 1,222 408 5,180

(632) 529 176 73...... .:=:=== -== =====
It should be noted that the high set-up costs are after
reducing the POOlS 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.
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Repayment Period - A 4 year loan is more profitable than a
3 year loan because the significant ••t-up costs are
recovered over a longer period of interest generation.
However, the co.t of funds is likely to increase over the
longer term as there are le.s reflow. 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
Budgeted by NOF for 1988
Break-even on banking operations
based on our projections for 1988

18.50\
19.45\

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:

REPAYMENT PERIOD
36 months
48 months

INTEREST
@ 19.45%

28,000
12,500

RATE
@ 24%

10,000
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
-NOF's market place. With this in mind, we have recommended
that NDF seek to achieve the following:

Average loan size
Average interest rate
Average repayment period
Portfolio size by 1990

$20,000
19% - 24%

3 years
$29m
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6. ORGANISATION AND STAFFING

The major obaervationa and recommendation. made are
aummar1••d belows

(1)

(1i)

(iii)

(iv)

The poaition ot Director of Banking
Operations ahould be e.tablished to manage
the Foundation'. loan portfolio and co
ordinate the lending programme. in all
branch•••

The Kingston lending operations should be
managed aa a Reparate 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 leve)s appear
adequate for the banking and TAT operations
for 1988.

•
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TICHNI-CAL.. ANALYSlB

Th. t.chnlc.l .n.ly.~~ 1. cont.in.~ in four ••••••m.nt. which .re
.v.ilabl. 1n proj.ct file.. Th•••••••••m.nt. ar.:

'aul Chen-YounQ , A••oclate. Ltd., 6D A•••••m.nt of Constraint. in
thl Elport Marklting Proc••• in Jamaica, M.y 30, 1989

; ........
Priv.t. Sector OrQanl••tlon of Jam.i~~ ~amll,a" fin.nci.l M.rk.t
- fbi Way rorw.rd, J.nuary 19.9 ..

T••p.-Johnson Ltd. and ASlociatl., An ASlelsment ~f reeaer
Industries Ind Their Promotion in Jlmlicl, March 12, 1989

Trevor Hamilton .nd Alsociatfts, Assessment 0' th. Jamaican Small
lu.ines. Environment, April 3, 1989

-.
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Economic Analyais

1. a.'karocncllthe ManufatturJ.n,tSector

The proj*ct loal 11 to stimulate economic arowth, r.sultlng in Increaaed
level. of employment and Income. Consl.tlnt with Jamaica" outward-lookin,
export-oriented .trateIY, the project ••eke to .chllv. th••• ~nd8 through the
ramoval or con.tralnt. Ictina to limit the pot.ntial Ifowth of the private
.ector. The focus will b. on the manuflcturina .ector and the promotion of
manuflctured lood export. (a comp~lon project, Alrlcultural Export S.rvlce.
Development, limed at the Inc relied arowth of .gric~ltural exports, 1. in
proce•• of development).

A basic pro.1ect t.heme 11 the exlatence of .ynerlY amonl project e1enl'.mts:
e.I •• Improvements in productivity cannot be eff~ctive without greater access
to credit, nor can productio~ be maximized without better understatlding of
export marketing. These relationships provide the rationale for a project
that proposes to deal simultaneously with a wide ranle of restraints to output
and export growth. The cl08e relationship between the trends of manufacturing
output and manufactured gOOd8 exports - two key project objectives - i8 shown
in Table 1 covering the period 1983-88:

Table 1

Manufacturint ~uction and Exports 1983-88

Index of Mfg. Prod.
Yr.to Yr.

1983=10011 . ~ Inc.

Non-Traditional Mfg. Exports bl
Yr. to Yr.

US$ Millions % Inc. _

1983
1984
1985
1986
1987
1988

100.0
98.8

101.5
108.3
118.7
118.8

-1.2
2.7
6.7
9.6
0.1

139.8
137.0 -2.0
141.5 3.3
147.4 4.2
208.7 41.6
225.5 8.0

•

Notes: (a) Index of manufacl:uring production. Does not coincide precisely
with IrQ8S domestic output (value added) data appearing ~lsewhere

in this lection.

(b) Excludes sugar and rum •

Sources: Economic and Social Survey of Jamaica, PIOJ.
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2. Productivity in Monufoctut1ne

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

Notwithstanding the impressive output expansion of 1985-87, those years
showed a continuation of the decline in manufacturing output per worker
underway throughout the 1980's. Whereas output
rose by 3.5 percent per anrlum during 1983-88, employment in manufacturing rose
at a rate of 7.3 percent. Thus output per worker i.e., productivity, declined
at an aDllual 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. However, based upon data from large and small firm
~mployment during this period it is not possible to produce d 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 1-2).

3. Sectoral Emphasis

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

a. ~l-vs. Large Firms

As discussed in Section lA, 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 aDllum, respectively; see further Annex 1-2), 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 1-2, 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~nufacturing.

•



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

J

..

1983
1984
1985
1986
1987
1988

Value Added Hon Traditional Mfg. Exports.
(Millions of 1987 J$.l (US$ Millions)

5 Priority 5 Priority
iWlU12/ I2.U112/Arecw _ All Other Areas

478 2,832 38.2 101.6 139.8
543 2,638 49.8 87.2 137.0
:>29 2,622 52.7 88.8 141.5
635 2,605 73.9 73.5 147.4
718 2,690 123.2 85.5 208.7
NA NA 134.7 90.8 225.5

Growth Rates (~)

1983-87
1983-88
1985-87
1985-e8

Notes:(a)
(b)

Sources:

,"

10.7 -1.3 34.0 -4.2 10.5
NA NA 28.7 -2.2 10.0
16.5 1.3 52.9 -1.9 21.4
NA NA. 36.7 0.7 16.8

See Annex 1-2 for value added calculations.
Value of horti~ulture exports added to pUblished figures
for non-traditional manufactured goods exports in arriving
at these totals.

International Trade Statistics, 1983-88.
National Incomp. and Product Statistics, 1987, STATIN

As shown in Table 2, the 5 priority are~s 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. Benefit-Cost Analysis

a. General Considerations.

"The project aims at effecting increases in manufacturing imports
and exports greater than those that would have occurred in the absence of s
project. Befere attempting a cost-benefit measurement, a few ba9ic
considerations need to be dealt with.

(1) Why 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 h&ve
been atagnating? First, t~e priority areas have be~n 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) Isn't success of the project dependent on continued stability .
and/or external events beyond Jamaica's control? Certainly, maintenance of a
strong U.S. market, whic:h accounts for 85 percent of the exports from the 5
priority areas, is 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 aJ.so essential. Without stability, it might become
impossible to maintain ~ realistic exchange rate, to the detriment of
exports; and interest ~ates would tend to rise as a result of rising budget
deficits and the c~~wding out of prospective private sectnr borrowe~s. The
project, then, assumes the maintenance of relative economic stability.

(4) Have alternlLtives been consider~d? 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 expo~ters. Again Mission
policy is to deal with stabilization and exchange rate issues through the
policy dialogue proceS:3. 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 specia:. 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
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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 am export developnent.
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 Oomponents ($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 ~or

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 discount~d project costs. Increases in exports and employment,
beyond what would have occurrted, would then be considered in the area of
additional project benefits. As to timing, if the project is successful,
increases in v&lue added beyond the no-project situation should continue
indefinitely. For sake of conservatism, and simplicity, only ten years of
benefits are considered.
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Table 3 contains the basic benefit/cost calculation. Basic assumptions
underlying the calculations are:

Four percent is 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" scenario 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.
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Table 3

Hypothetical Benefit/Cost Calculations

X Incs. in Mfg. Value Added in Mfg. Discounted Project Costs
Value Added (Millions of 1989 US$> (Millions 1989 US$>

With Without With Without Annual
Pro1ect Pro1ect Pro1ect Proiect ~ Aooual .QlmIulative

1990 4.00 4.00 740.0A/ 740.0A/

1991 4.08 4.08 770.2 770.2 0 1.27 1.27

1992 4.20 4 •.16 802.5 802.2 0.3 1.77 3.04

1993 4.30 4.24 837.0 836.3 0.7 1.43 4.47

1994 4.50 4.33 874.7 872.5 2.2 1.14 5.61

1995 4.65 4.42 915.3 911.0 4.3 0.04 5.65

1996 4.65 4.50 957.9 952.1 5.8

1997 4.65 1•• 50 1002.5 995.0 7.5

1998 4.65 4.50 1049.1 1039.8 9.3

1999 4.65 4.50 1097.8 1086.6 11.2

2000 4.65 4.50 1148.9 1135.6 13.3

Benefit: Cost Ratio =~ = 3.35
5.65

Notes: See Annex 1-2 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 uould 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
consist~nt with a 12.7 rate of increase for the five priority sectors and no
increase for all other sectors combined.

b. Additional 8enefitg:

Additional project benefits can be hypothesized roughly ~s follows:

Exportsi 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 occu~ in the ten years to
1999. However, since 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.

Employmentl As discussed above, employment in manufacturing has been
rising More rapidly than production, the other side of the low productivity
coin. ~his situation should cease as ~roductivity improvements under the
project take effect. If productivity were to stabilize over the ten-year
period, tne 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. Conclusion

,

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

D. Social Soundness Analysis

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 unemployed and underemployed Jamaicans who could Le making
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significant economic contributions toward their own well being and that of the
nation if 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 wases wi.ll be the direct beneficiaries - women and
young men. To the extent barriers to entry are reduced, financi.l markets are
opened, and new entrepreneurs encouraged, benefits will accrue to
traditionally disadv4ntaged groups, in that ownership opportunities will
become much greater. There will be a spill ovur effect from the project Which
will benefit the society and economy in general.

Population and Unemploym~nt

Jamaica's p~pulation is e8timat~d at 2.4 million. Of this number, slightly
more than one million people are available to work. Total employment in 1988
aver.aged 871,800, Which was pertly 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 against 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 and those who are not looking.)

Urbanization

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
hi~es 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.

/
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Migration
. The country's annual population arowth 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, emiaration from Jamaica to North America has
increased sianificantly over the past few years with the below 20 age group
comprising the largest group. More than half of the migrants ~re in the
working age group of 20-59 years, and in 1987 females outnumbered (53 percent
of the total) male mi-grants over previous years.

Social 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 live 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 IMP Structural Adjustment
Program. Social services, particularly health and education, have
deteriorated substantially. Resuscitation is possible only if the pTivate
sector takes an active role either in supplying needed social services or in
employing steff to widen the income tax base.

Employment Opportunities

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., Info~a1 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.

,



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 be
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 (CM!) 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 \L~employment.

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 !mployment 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 gra~ual

reduction from the turn of the century when the vast majority of the labor
fOA~e was involved in agriculture. Also, like other former colonies with a
hig'n 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'
(which includes some tourism) is large, hoovering around the 50 percent
level. Much of the services-related employment has mushroomed simply as
administrative support, i.e. clerical and sales personnel for dist!ibution.
Jamaica continues to import much of its manufacturing needs rather than
produce them.

This project, however, will focus on those sUb-sectors 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.

L
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B~Cl<GROUNO:

The proposed Export Dev&lopment and Investment Promotion pro~ect

('EDIP) represen~s a culmination of USAID/Jamaica experience ar.d

OSAID expertise gained through the support of elport develo~ment

activities in Jamaica. The project goal is to foster economic

growth and equity. Its purpose is to increase exports and diversify
.

investments. These elements were identified in USAID'Jamai~a's

Private Sector str~tegy (Harch, 1988) as the most eifec~ive way in
~.:,. . .

.-.' I I

whieh to provide new opportun~ties for a broader base of the

population.

The Project is commensurate with the Government of Jamaica's (GOJ)

macro poli~y to. encourage export-oriented growth to generate foreign

exchange earnings and increase employment. Throu,h various GOJ and

private sector organizati~ns, the projec~ wi~l support efforts to. .
remove constraints to export and business upportunities ~nd assist

1n designing new policies which will encourage private sector

expansion in the export sector. Policy dialo9u~ and speci~ic

project components 'are k~y elements n~ce8sary to promote an export

led economy_ The components include:

1. Srn&ll Business Development ~ Majo~ objeccives are to: increase

the start-up and expansion of small and meaium 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 off

... _.._---- '-'- " ._..._.._.....- -_..- ...._._- --------------- ...._._---_.._--'/ .
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point. Th. development of small bu~1ne~~ ~9.der firms is c:~cia: ::

the success ot this component.

J. New Start Ups and Restructuring - Joint ventures and export

promotion with more established firms will be th~ major thrust of
.

this component. The essential teature ot this component is

• encouragp.ment of foraign investments in Jamaica and encouraging

existing business to restructure in order to .uc•••fully enter the

. export market •.

4. Financial Mark9ts - This compone~t will assist in developing

programs to stimulate savings, encourage investments in long term

securities, provide industry with access to capital and encourag~

the use of free market forces to allocate capital to productive

enterprises.

5. Privatization - The objective of this component 11 to continue

support to the Government of Jamaica in its effort to divest

pUblic-owned entities and to privatize selected GOVQrnment

operations.

~. Institutional Development - strengthening the capacity of GOJ

and p~ivate sector organizations 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 traininq, technical
I
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a•• istlnce and limited supply of commodities. The project will nc:

finance new construction sites, therefore, negative impacts are

~xpected to be minimal. (See Impact Identification and Evaluation

Form) •

RECOMMENDATION:

A negative determination ia recommended.
I
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D1CISIOt-; OJ A NIGATIVF D!T:FJ:t",It-.'ATIC·N. Nc. ~UFTRrR ACTION
ON THE PARt OF ~BI MISSION IS RlQUIR1D AT 1EIS TIME.
THIS CONCURRENCF RtMOVrS TEl CONDITIONALITY IN THE
CFiIGINAl ENVIRONMENTAL TERESBClD r[CISIO~

(LAC-IEE-8G-10) TSAT THE PP QUOTI ••• DETAIL T~E

ENVIBONMEHTAL REVIEW MECHANISM TO BE DEVELOPED AND
IMPLIM[NTID it IDIP rOB INSURING TBAt fBI INDIVIDUAL
SUPPORTED ACTIVITIES Air. CONDUCTED IN AN ENVIRONMENTALLY
SOUND MANNER ••• UNQUOTE. If TBE PROJECT. BOtEVrR. Dors
INItIATE ACTIVITIES eR SUPPORT INDOSTRIIS THAT MAT BAY!
! NrCATIVE TNVIRONMFNTAL EFFFer, TAl MISSION MUST NOTIFY
T£E EURiAU'S ENVIRCNMENTAL CFFICIF. FOR R!CCNSIr.~RATION

01 TBE THRESHOLD DFCISION.

••••• to ••.~' .

•

2. LAC DEPUTt ENVIRONMFNTAL OFFICER BAS ALSO iIVIF~ID

TBE INVIRONMINTA1 DrTF~~INATION rop. THr rOOD AID"
"MONITORING AND SUPPORT PBOJICT~ (~32-0157) AND BERIEY
CONCURS IN TEI MISSICN RECOMMIHDATION OJ TEF PROJfCT FOR
A CATEGORICAL EXCLUSION. THE NUMBER ASSIGN1D TO tBIS
ENVIRONMf,NTAL DITfRMINATION AND ASSOCIATEt TBRES50LD
DECISION IS: LAC-IFI-89-6~. A CCPY OF TEl TERrSECID
DECISION IS »lING SENT TO TBE MISSION FOR ITS BECOR~S. BA~iR

!T
Nl~62
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Annex G, 4

EXFORr DEVEWPMENr AND INVEsrMENr PRCMJrION PROJEcr
532-0135

B. Financial Analysis

Many of the activities financed by this p:oje::t will be further
defined as a result of bJsineos plan subnitted by fint'S or
organizations in response to USUD re9Jest for proposals. These
include; the Feeder Industry Pilot, feasibility studies, small
Blsiness organizaticms, JAHPRO incl1strial consultin9, and ot-ners.
These business plans will under~~ an administrative and financial
analysis at the tim~ they are presented or will be analyzed by
experts prior to imp18'llentation. They do not lend therrselves to
cQwentional AID financial analysis at this stage of pr,oject
developnent.

EDIP support for the National Development FoundatiQ'l (NOF) is
analyzed below to support the Project Paper contention that NOF can
cootinue to lend after EDIP financing is depleted. Following this
analysis is an explanation of the financial effe::t of EDIP
assistance on JAMPRO, and the liklihood of the cnJ CCIltinuing to
finance recurrent costs associated with investment and trade
promotion activities.

1. National I)evelopll4:nt Foundation

In June, 1988 Price waterhouse completed a USAID-financed, five
month operational review of the National Developnent Foundation
(NOF) with the express purpose of identifying a viabl-e strategy for
self-sufficiency over the next five years. The Executive Summary of
their final report is cQ'ltained in Annex G.

The financial and other analyses concluded that with some
organizational and management dlanges, and an expanded loan
portfolio NOF could achieve overall self-sufficiency in five years.
Price waterhouse recaiGleAdaticns included redefining loan
Qrigination, counselirr; and monitoring functions, raj,shag i ,tp.rest
r&tes and selected fees, and increasing tht! nl.llllbel. drAJ d\fe&.ac:lt. dize
of olEstarding loans. A decentralized IIlllnIgEmerE structure WilS al80
recanmended, aocanpanied by stronger senior staffing,

NDF managenent has placed the organization squarely on the road to
self-sufficiency by IIlllking it Itronger financially and
managerially. The best imicator of overall improved performance is
the redtction in overall q:>erating deficit as a percentage of gross
expemitures, fran 38 percent in August 1988 to just 10 percent a
year later.



During the past year NOF has vigorously purs'ued pri<.:e waterhouse
recommendations. A new Director of Banking Operations was appointed
to oversee credit services throll;ihout the country, and several
additional managers were appointed as well. The accx>untiB1 and
management information system ~nstal1ea in 1986 is undergoing a
significant software and hardware ~9rade to improve monitoriB1 and
control. Staff responsibilities in the Technical Assistance and
TrainiB1 Division were reorganized to separate loan monitoring
functions fran those of counseling and project devel~t.
Strengthened loan monitoring reduced arrears and non-eurrent
accounts fran 12.6 percent of outstanding lOMS at the end of 1907
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 operatioos. Since June 1988
the outstarding loan portfolio has grown from J$12.4 million to
J$31.0 million, and CQ'ltinues tQ increase at over 50 percent per
annum. Average loan size has increased from J$16,OOO 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,OOO in June
1988, to a surplus of J$4l5,OOO one year later.

Fees for Project Developnent, Q)nsultiB1 and TrainiB1 activities
were raised to recover costs wherever possible. The result was an
increase in 1989 non-interest inCXlllle to date of 247 percent over end
of year 1988 totals. In 1986 NOF decided to establish an endo~ent

fund to ensure technical assistance ard trainin; activities cx>uld be
aocanodated under a self-sufficiency strategy. To date it has
received (X)II'I1\itments to the endownent fund of over J$13.0 million.

Despite a mixture of loan and grant financing fran several other
donors, assistance to date is not sufficient to place the
organization in an overall surplus revenue posi tion. In the face of
demand representing eight times its ability to provide credit
services, NOF has rapidly expanded its portfolio. Nevertheless
expensive technical assistance anCi training costs DUst be offset by
surplUS revenues fran credit operations, combined with revenues from
the endoWftent fund. NDF will continue increase the aize of its
endownent and expam its lending QP.er;stions to the point. at which it
will t'e capable Of meet.tJ; ..lL .l'-.:i e.~lSes. OsiD3 l'~ice waterb..'se··
a~ other analyses, and based CI'l current operating experience, NUt
estimates a total loan portfolio of J$50.0 million and an endownent
of Jt25.0 llillicm will enable it to generate reVerMles aufficimt to
cover all costs.

This will mt however permit it to meet even one third of the
effective denBrd for credit services fran its clientele, nor to
expand cperatioos over time fran surplus revenues. NOF estimates a
portfolio of over J$lOO.O million would be required to meet just SO
percent of the effective demand for credit.

/
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combined with approximately J$2S.0 million in other donor support
over the next three ~ars, US\ID's J$4.SS million (US$.70 million)
grant for credit operations will result in a loan portfolio of 4bout
J$60.5 million, therby enabling the organization to achieve its
inte~ediate goal of becaming a development finance institution .
meeting costs fram its revenues, and servicing a significant number
of small enterprise needs •

2. JAMPRO

EDIP will finance selected trade and investment ptomotion activities
and tec:tmic:al assistance am training to strengthen JAMPRO
industrial consulting capabilities. Neither the administration of
project funds, nor the implenentation of specific activities will
place a material financial burden Q'1 JAMPRO. \tIlile 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 promotion
activities currently co-financed by USAID are likely to remain
stable, even after EOIP support ends. OJer the last six years UWO
has prOVided approximately US$l.S million a ~ar to JAHPRO and/or
its predecessor agencies for similar activities. Nevertheless,
Mission assistance represented a small proportion of the annual <nJ
expenditures. For exanple, UWO assistance anr:>unted to only 10
percent of JAMPRO's overall b.1dget in 1987-88, and 12 percent in
1988-89. tIlile EDIP expands assistance to the industrial cCllsulting
conponent of JAMPRO services, the reduction in overseas pranotional
activities will keep overall AID assistance to a relatively anall
proportion of JAMPRO experx:Utures.

Neither will EDIP activities r~ire a significant realignment of
JAMPRO's t:udget, beyond what has already been put into effect as of
FY89. In line with the Q)J efforts to focus on Jamaican ~oduction

constraints, EDIP will finance a reduced level of overseas trade and
investment promotion activities campared to prior years. With few
exceptions, EDIP-financed indlstrial conwltants will ~ade the
skills of existing JAMPRO engineers, ~ing the range and quality
uf t',:!i e~.!.. ~ill\.' "nd avoiding the need to inQ::arially increase
staff size. The fact that a realignnent cmsistent with the project
strategy has already been put in place further supports the
liklihoocl that (OJ aupport for JAMIIRO'. recurrent cost. 11 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 redlce the demand for JAMPRO services over
time, with a corresponUng redx:tion in the <n1 financial blrden.
iIlile this will reCJ1ire a longer period of time than the three year
life-of-project, its long term iIrpact stolId not be disoounted.

doc.00488,qwv,ll/27
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Annex G. S

A. Institutional Analysis

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

As mentiQ'led 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 assessments was a review of
institutions,. involved in export and investment pranotion and of
their ability to ~liver canprehensive business services.

The study on small aisiness and Export MirketiDJ Assessments
revealed that, apart fran the goverrunent-financed JAMPRO, there
existed very l~ited organizational capability to deliver the kind
of business services envisioned under EDIP. While several
organizations had CXJIIIpl~entary services, most limUed themselves to
lobbying actions on behalf of their members. PurtherJll)re, the team
concluded JAMPRO was doiB; a credible job carrying out its mandate,
especially with regard to investment pranotion. The analyses
leading to the project paper therefore exmcluded that the primry
in;>lementing agency for the technical assistance and investment
pranotion oonponents must be JAMPRO, and that the project could
usefully pursue the development of comparable services in
non-government organizations.

The Mission then undertook to determine if JAMPRO could absorb the
vollJTle of project assistance Q)ntemplated under EDIP. A review of
peior Mission experience working with JAMPRO and its predecessor
agencies under the Technical Q)nsultations , Training Grant (~&'!'G),

and the results of a Price waterhouse review of account ing and
adninistrative systems in preparation for the Hurricane
Reconstruction Project both lead the Mission to conclude JAMPRO was
fully capable of implementing EDIP.

The administrative am managerial demands placed an JAMPRO under
E1>IP are no greater than Ll.:. '~ required fo;: s,. :il..~ Pt'09l'aJh3

. iRplemented with 1arTG project financing. onder that project JAMPaO
and its predecessor agencies have implemented sJmilar services for
the put five ~ars. (BDIP refocuses resourClBlii an technical
assistance activities, but overall levels remain CX)nstant.) During
the prior period, JAMPRO fully derralstlated its ability to manage
project funds, undertake Q)ntract!11l and comnodity procurement
actiClls, am report accurately on its progress. At the same time
JAMPK) lMnaged Q)nsiderably more funds provided by the cnJ and other
donors. 'ilile uwn assistance amounted to over $1.7S million
anrI1ally for the past two years, this amount never exceeded 12
percent Of JAMPRO'. operatimal budget.

Prior to implementation of the E~rt Business Reoove~ and Micro
and anall Enterp[ise canponents of the Hurricane Recalstruction



(

Project in "-reb of 1989, Price Waterhouse revieved JAMPRO
adminiatrati.e and account ina procedurea. The reviev examined tvo
imp1.m.ntina di.iaiona, the Block Grant Unit and the Accounta
Depart.ent. It concluded that JAMPRO was fully capable of manalina
theae tvo component., deapite the tiaht implementation achedule and
the need to dilburse funds rapidly.

The previoully aentioned assessments and related analyses vere
relied allo upon to select the Nationll Development Foundation to
implement the "Ill enterprise credit component of EDIP. The
Assessment of Smlll Enterprises identified NDF as the leldins
provider of credit services to this sector in Jamaica. No other
institution could mltch NDF coverise or performance, and NOF
pos.essed aisnificant capacity to expand as veIl. Given the.
Mis.ion's Ions association with the orSlnization (see belov) and
their leadins role in providins credit services, NDF's role in the
credit component vas never seriously in doubt. To determine whether
or Dot IDF could abaorb the IDIP funds, the "ia.ion relied on two
additional analyses.

In 1988, Price Wlterhouse vas requested to conduct an operational
reviev f01 atratesic plannins. This review made a aeries of
recommen~ltion. resardins pricing, budgetins, and orSlnizational
structure to permit a rapid expansion of NOF lendiD~ and technical
services. The review clearly demonstrated NDF's ability to expand
their services beyond the level of a.sistance planned under EDIP.
Most of the recommendations bave since been implemented and
substantial arowth has taken place (See the Financial Analy~is

Section).

An audit of RDF/J's loan activities under the Emerllncy
Rehabilitation Project was carried out recently. The audit
diaclosed some administrative weaknesses in accountina and reporting
on loan activities, but these problems have been addressed and RDF/J
ie strenatbenina its administration (See Financial Analysis section).

The I.cond confirmation of NOr'. ability to mana,e !DIP funda comes
from an on-aoina 1988/1989 audit of Hurricane Reconstruction Project
implementation. NOF accountins controls and report ina procedurea
have been verified by Touche Ross through a monthly review of
on-Ioina project implementation. They have been consistently
reported as adequate for handling over US$2.0 million in ama11
enterprise credits.

Additional delcriptive information ia prOVided belov on JAMPRO and
'!Dr to f\o, t" ~r document tlte!r per~o~I:'!:": 1\" "er. .'~~,. and ~\~ture

plan••

JImal,a Promotion•• Ltd. (JAMPRO) JAMPRO LtD.

JAMPRO 11 the lovenament of J amaiel '. eeonomic development aleney.
It hal been created out of the merler of the Jamaica lational
Inveltment Prc.otion Limited (JRIP), th~ Jamaic. Industrial

,
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Development Corporation (JIDC) and the Jamaica National Export
Corporation (JJEC). Combinina the services of all three, JAMPRO i.
re.pon.lble for the development and implementation of proarama to
encouraae inve.tment, provide trainina, modernize industries, and
.timulate export trade for Jamaica.

The policy emphasi. of th~ new Government and GOJ'. bUdaet
constraints recently led to a restructuring of the operations of
JAMPRO in accordance with the attached oraanization chart.

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

(1) Streamline its functions to take advantaaes of economies of
scale in investment promotion, market ina and modernization
activities. Yet, JAMPRO has kept to a minimum reductions in
the complement of local staff In the key areas of tralnina
and industry modernization, trade reaulation, investment and
trade prollOtlon.

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

BrieflY, the major chanaes involve:
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(1) A move away from an oraanization based mainly on aroup
functions (trade services, promotional serVices, industrial
trainina services etc.) to one oraanized to reflect sectoral
product priorities, e.a. aaro-industry, apparel and
footwear, furniture & wood products, minerals, and heavy
industries. (Please see accompanying chart). Each
lector/product unit will have links with the Board of
Directors and benefit from their expertise throuah
sector/product sub-committees of the Board. The rationale
behind this arrangement, according to JAMPRO, vas to allov
JAMPRO to respond in a more co-ordinated manner than in the
past to tbe needs of businesses in the desianated priority
sectors.

(2) Foraina of strong links vith Jamaica's High Commission,
Imbas.ies, Conlulates in ftorth America, Europe and the Far
last to avoid the possible duplication of officel and
aseoc'.:tte,· ~.dmi:li~"r..t~ve/account1Jl&, secrei~arinl aer 14;~.

Accordina to plana, tvo offices viII be closed, ~wo viiI
reduce their ataff complement sianificantly, and move into
consulates, and the Rev York Office vill have its ataff
reduced by about ~5 percent. Overall, the overae.s stsff
positions viII b~ reduced by 51 percent.

(3) Undertakina more promotional activities tn and from
Jamaica. This ia expected to result in more selective
investment promotions and tarletted export market ina.



(4) The creation of a unit to prepare pre-inve.tment .tudiea and
the placina of .reater empha.ia on the Buaineaa Adviaory and
Re,ional Development activitie. which involve mainly amall
bUline••es.

(5) Maintaining a atrong emphasis on delivery of quality
industrial training and effective Export Administration
aervices.

(6) Closing the Project and Construction Monitoring Unit.

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

(1). Indu.trY Modernization. Under thia pro.ram, JAMPRO aeeka
to provide:

(a) Short and long term technical assistance to enterpriaes 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) Provi,ion of industrial training for managerial, technical
and operational personnel in industr,y. 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 participanta.

(2) Est,blisbment of a Design Center (with URIDO/UNOP
assistance). The purpose of thia center will be to work vith
exportera and the packaaing sub-lector in design packa.ing and
product development. It is expected that it viII fOCU8 particularly
on quality requirements and trends. It vould also .eex to re-orlent
local deli,ners towards developing appropriate packaging and to
educat, local manufacturers to help them compete In the
international marketa.

(3) L~bnical Aaai.tance. A technical a••i.tance pro.ram to
a••iat local companiea up,rade their production method. and increaae
their productivity level. i. in place. Thi. prOlram provide.
induatria1 enaineera, .achine .aintenance enaineer., techniciana and
other technical conaultant. to work vith local co~paniea for
specified periods ranaing betveen 2 to 24 montbs.

/
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(4) Inycltmcnt Promotion. Undcr thc new Itructure,
JAMPRO expecta to tarlet lnveltment effort. in the areal of:
aariculture (e.l. orchard crop., horticulture, aquaculture);
aaro procel,ina induatrle. (e.l. food procea.ina); footvear and
allied producta; apparel; furniture and vood productl; toys and
aportina loodl; minerall, chemicals and heavy industries;
tourilm; information processing and associated activitiea; and
craftl.

According to JAMPRO projections, the aforcsaid Itructure,
together with the oraanization of investment .eminars and
workshops, and ~omplcmentary activities luch as thc
.treamlining of thc 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 Europc, U.K., Canada, U.S. and the Far B••t a. vell al
CARICOM and the Central American countries. To do this, JAMPRO
sponsor. Ipecialized product promotions, in-store promotions,
inward buying mil.ions, outward .elling mission. and attendance
at trade fairs. JAMPRO expects that these activities will
establiah new .arket niches in West Germany; U.K.: Netherlands;
Canada-(Ontario, Quebec;) U.S.A. - (California; Boston,
Chicago, Rew York, Pucrto Rico and U.s. Virgin Illand;)
Caribbean and Central America - (CARICOM, Costa Rico, Mexico,
Curacao, St. Maarteen).

Product. luch as strawberries, mushrooms, melon, chine.e
veaetables, canned ackees and June Plums are expected to
receive .pecial attention, further diversifying exports from
Jamaica. These products were selected for promotion after an
analysis of enquiries registered in the local and overseas
office. over the palt 15 months.

Alona vith plan, to penetrate new market' and promote new
products, JAMPRO'. ~port promotion proaram is aimed at
educatina exporter, on rav material ,ourcel, product packa,e
desilD, marketing and promotional strat,gies for various
products.

An independent firm carried out recently an audit of JAHPRO',
operations, in relation to this entity's involvement in
Burricane Gilbert relief acti~itiea. The audit entailed
interDal controll, accounting, reporting and hoat country
-:ontractina .~ .pallUitlea. lbe au';.lt dllclosed no ailajor
veakne••e. of JAMFIO operation'. in these area••



the B.tion.l Deyelopment Foundation of Jimaici (NDF/J)

The BDF/J VI' ••tlbli.h*d on Bovember 16, 1911, al. .
not-for-profit complny under Section 20 of the Comp.nie~ Act of
Jam.ica. The JDF/J i.-lelilly empowered throUlh itl by-law. to
make lOins upon .uch terms .1 the BOlrd of ~.n.sement of the
RDF/J ~ay det,rmine. It is .lso empowered to obtain funds
d ther in JlUllalca or externally, and to borrow or raile mone:l
for the object and purpose of the NDF/J •.Its Itated objectives
Ire to:

-- provide cre~1t to persons engaged in small businesles
in order to enable them to improve their purchasins and
operatins capacities;

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

-- senerate direct and indirect employmen( opportunities
within tbe sector.

The Foundation has received funding from the following sources:

United States Agency for International Development (USAID)
Jamaica Asricultural Development Foundation (JADF)
Canadian International Development Asency (CIDA)
German Asency for Technical Cooperation (GTZ)
Pan American Development Foundation (PADF)
Inter-American Development Bank (IDB)
Batlonal Development Bank (NDB)

USAID asslltance bas been In the form of an Operational Prolra~

Grant, one grant each under the TC&TG, Emeraency
lebabilltation, and Hurricane Reconltruction ProJectl, and a
Section 108 Loan.

rne BDF/J Is loverned by a 22-peraon bo.rd of directors,
includina .everal prominent business people drawn from a vide
cro.s-.ection of the business community. BDF/J'. executive
director manaaes its 64 perlon staff; 27 of these are
profe.'ional. in banking, finance, accounting, law, manaaement,
pUblic relations and tralninl. The Bank bas recently increa.ed
its collections department by an additional 4 persons, since
there va. a 1" in the levels of collection.. The rate of
collection hal .ince moved from J$300,000 (US$51,000) to J$1.0
million (US$i69.~OO) monthl;

BDF/Jls headquarters il in Xinglton, and it operate. five
brach•• - In Kina.ton, Mont"o .ay, Mand.ville, Port Antonio,
and Ocho liol. Overall, the .taffina level appear. adequate
and competent to carry carry out ImF/J I. banking functtoDl.

•



The RDF/J ha. currently a pftrmanent .taff of 64 in the
followina eat"oriel:

Sen10r Manaaement
Branch Manalers
Spervisor./Manalers
Field Officen

-- Administration
-- Clerical Staff
-- Ancilliary Staff

~
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13
15
14

7
7

The NOF i8 comprised of three principal aroups: General
As.embly. Board of Directors and Executive Management. The
General Assembly consists of members of the NDF/J. i.e •• all
persons or institutiono which have made contributions to the
RDF/J and have applied for and received membership atatus in
the IDrlJ.

The Foundation otfers the following services throulh it.
Banking Operations Division: project development. project
analysis. loan packaaing. loan monitoring. and business advice.
The Technical Services and Trainina Division provides the
following aervices: business counselling. business consultancy.
alricultural extension service•• training. seminars/Workshops.
and information ,atherina and dissemination.

At the end of June 1989 the Foundation had made 2.361 loans
valued at J$35.8 million. The outstandina loan portfolio
balance at the time wa. compri~ed of 1.288 loans valued at
J$24.8 million. The loans were made in support of economic
activities in three sectors:

-- Manufacturina--25.3X (crafts. food proce.sina.
footwear. furniture. aarment. buildina materials)

-- Serviees--S3~ (pastry/retail. arocery/retail.
meat/retail. transporation. education. hairdressinc and
related area.)

-- AaricUlture--2l.7X (agri-business. liveatock)

The Foundation extends loans of up to J$500.000 to individuals
and ,roupl. Loana of up to J$SO ,000 are handled throup the
IDF/J'I firlt window operation., while the second window lerves
clientll ·.f1tl1 ,.reater demand. It 111 elUllated tb~t -.ar
buainell projectl lupported by RDF/J have lenerated in exeea.
of 6,400 Joba.

IDr/J'1 current loan e1iaibi1ity criteria require that
applicant. be ln4iYidua1a or aroup. with Det aa.eta of
J$SOO,OOO or leaa (excluaive of land and buildina.) and that
loan. not exceed J$350,OOO. RDF/J prices loana to borrower. at
20 percent except for aaricultural loans, which are priced at

I
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14 perclnt accordina to lo~ernm.nt practice. It ha. a tot.l
loan portfolio 01 J$3l.0 ~111ion (US$5.' million equivalent) to
2,200 cUltom_ra, and I~.rlle lOIn ~ize la J'16.000 (US$2.500).

I

The 8ankina Ind Technical S~r~!cel and Tralnin, (TST) divi.ions
ar. rl,arded a. I.plrlte function. with allocatt.d COlt,. The
Blnkina Operation ahowed a amall surplus for 1988 (J$2S1,870).
Technical Servicea and Trainln" howev~r, deapit. an inere••e
in Income len~ratlnl activities, is expected to Ihow a deficit
for aome years,

An Endowment Fund was estoblished 1n 1988, the income from
Which II uled to defray the cost of TST operations. This Fund
now ha. a balance of approximately J$4.69S million with.
bud,eted tar,et of J$13.763 million by the end of 1989.
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