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ABSTRACT

The Inner Kingston Development Project (the Project) is a ten year urban economic
and physical development initiative begun in July 1986, designed to revitalize the
downtown core of Kingston, Jamaica, and provide economic growth and job genera-
tion. The two principal implementing agencies are the Kingston Restoration Company
Limited (KRC), a private non profit, public-purpose company, and the Urban
Development Corporation (UDC), the primary developmental parastatal organization
of the Government of Jamaica (GOJ).

The Project was designed to reverse the negative economic trends downtown since the
mid 1970s and to increase private investment and employment opportunities. The
evaluation determined that KRC contributed many successes and some shortcomings
in achieving these objectives. In terms of overall KRC Project expenditures, to date
fewer USAID funds have been invested in income generating activities and more in
non income producing activities than were originally projected (40 percent versus 10
percent). Non income generating projects have helped to establish KRC’s credibility
and further its revitalization objectives.

In spite of its accomplishments, KRC has not been able to achieve everything it
aspired to. KRC has not been able to generate enough income from its activities to
support its operating expenses. Also, KRC’s income from fees and the sale and
operation of properties has been less than projected.

UDC’s performance is disappointing in that some projects were not completed (the
Urban Bus Terminal and the West Kingston Markets project) and rnost of its USAID-
funded projects that were completed finished substantially behind schedule and at a far
higher cost than budgeted.

The third Project component evaluated was the use of USAID directed funds support-
ing Project implementation. Both the Urban Institute (USAID’s technical assistance
contractor for the Project) and USAID staffs have played significant roles in helping
KRC develop and implement its revitalization activities. These activities have had
many positive impacts and were instrumental in facilitating the institutional develop-
ment of KRC.

In summing up the overall success of the Project, the results from such a relatively
small amount of USAID funds are impressive. USAID has obtained good value for
the funds it has provided.



-1x-

EXECUTIVE SUMMARY

Background and Program Design

The Inner Kingston Development Project (the Project) is a ten year urban economic and
physical development initiative, begun in July 1986. It is designed to revitalize Kingston,
Jamaica’s downtown core and provide work space for economic growth and job generation.
Inner Kingston is a 100 block area bordering the Kingston Harbour waterfront and the
historic center of the city for commercial activity and government offices.

Tpke Project is funded by US$18 million of USAID loan and grant funds and an estimated
US$15 million of counterpart funds from the Jamaican public and private sectors. USAID
provided US$15 million during Phase I of the Project and an additional US$3 million for a
second phase approved in 1991.

The two principal implementing agencies are the Kingston Restoration Company (KRC), a
private non profit, public-purpose company, and the Urban Development Corporation
(UDC), the primary developmental parastatal organization of the Government of Jamaica
(GOJ). When the Project began, KRC was an organization with no permanent staff, a modest
budget, and no track record. By contrast, UDC had z large and technically proficient staff,
was actively involved in large scale development throughout the country, and owned large
tracts of vacant land and property in the downtown area.

The Project was designed to reverse the negative economic trends and disinvestment that had
been occurring downtown since the mid 1970s and contribute to Jamaica’s need for increased
private investment ana employment opportunities. The rationale in 1986 for focusing the
Project on Inner Kingston was threefold: (1) it had the highest rate of unemployment in the
area, (2) reversing its deterioration would help to rekindle investment expectations nation-
wide, and (3) the area offered significant opportunities for cost savings in development
becausz infrastructure systems were in place and vacant buiiding shells could be rehabilitated
and put to productive use economically.

The overall strategy of the Project was to make attractively priced industrial and commercial
space available in rehabilitated buildings downtown. The rehabilitated space would generate
new jobs and trigger increased private investment and a self sustaining restoration process
that would revitalize the area and the real estate market.

Roles of the Implementing Organizations

The roles the Project design assigned to KRC were to demonstrate that vacant and vandalized
properties could be successfully and profitably rehabilitated and put to productive use and to
provide financial incentives and technical assistance to private building owners and investors.
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Project elements were designed to maximize the involvement of the private sector and were
concentrated for impact in key development areas which were intended to act as anchors for
subsequent, broader scale revitalization. KRC also was to provide needed community
services to the 6,000 person low income, deteriorated residential area in the eastern section
of the Project Area, so that the residents also would benefit from the revitalization process.

UDC was to construct essential infrastructure improvements and transportation facilities
which would complement other public improvements and provide a development framework
for private investment. The two major USAID-funded UDC projects were a transportation
complex for both urban and rural buses and a new trunk sewer and pumping station for
Harbour Street.

A third Project element was controlled by USAID and funded extensive technical assistance
and research to help USAID effectively manage and monitor the Project, provide institutional
development support to KRC and UDC, report on the dynamics of the downtown economy
and real estate market, and assess the impacts the Project was having on the area.

Project Financial Plan

The original Phase I Project financial plan provided grant funds (under a cooperative
agreement) of US$6.9 million to KRC; US$7.6 million (US$5 million in loan funds and
US$2.6 million in grant funds) to UDC; and US$475,000 for management, monitoring, and
other USAID directed activities. Ninety-three (93) percent of Project funds were to be used
for physical improvements.

The additional $3 million of funding in Phase II, authorized in 1991, was expected to be used
only by KRC, except for US$725,000 which was budgeted for various Project support and
monitoring activities. The Phase II Project Paper concluded that the Project was making good
progress in meeting its goals, but KRC required additional capital resources and more time to
achieve the results that the Project envisioned. USAID budgeted half the funds to finance a
few high impact public-private projects to help reshape the investment climate downtown. In
Phase II KRC was to shift its emphasis from being an owner/developer to a packager/broker.
Phase II also extended the Project completion date for KRC to June 1996 and for UDC to

September 1994.

The overall Project design anticipated that KRC investment resources would be supplemented
by KRC reflows (e.g. rental income, capital gains, and loan proceeds) and development fees
and that KRC could cover the cost of its own operations beginning in 1991. It was projected
that KRC would be able to recover a minimum 70 percent of the funds it invested in
development projects.

Status of The Project Today

To date a total of US$16.1 million in USAID funds has been expended under the Project:
US$9.3 million by KRC, US$5.4 million by UDC, and US$1.3 million for USAID manage-
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ment and support costs. About US$6.2 million has gone for private income generating invest-
ments and the remaining US$9.6 million for infrastructure improvements and xon income
producing projects and activities. About US$1.3 million of UDC funds were nct used and
have been de-obligated from the Project.

Findings and Achievements
Kingston Restoration Company

KRC continues to implement its multi-purpose physical and public-purpose developmental
program and can point to many successes and some shortcomings. In terms of overall KRC
Project expenditures, to date fewer USAID funds have been invested in income generating
activities and more in non income producing activities than were originally projected. About
60 percent of KRC’s funds have gone into investments and 40 percent into grants, public
services, operating expenses, and other non income generating expenses. By contrast, more
than 90 percent of USAID’s grant to KRC was budgeted for income generating projects.
There are many reasons fc. this: KRC and USAID gave increasing importance to community
development programs and technical assistance, promotional and public relations: activities
became a central strategy for promoting downtown investment, more funds than anticipated
were needed to finance KRC’s operating costs, and feasible investment projects were more
difficult to complete than anticipated. Non income generating projects have helped to
establish KRC’s credibility and further its revitalization objectives.

Among its principal accomplishments in terms of income generating projects, KRC:

* Rehabilitated three major industrial complexes that have led to the generation of 2,361
new jobs.

* Shifted its emphasis in Phase II from owner/developer to project packager and real estate
broker.

* Assembled land that was then sold to a major corporation which has invested US$3
million in rehabilitating derelict properties into modern commercia} space and expanding
its headquarters facilities.

® Managed the packaging, rehabilitation, and sale of two multi-tenant building complexes
to private investor groups and is in the process of completing a third such project.

*  Under contract to GOJ, rehabilitated Public Buildings West for GOJ offices.

Concurrently, KRC has undertaken many successful public-purpose, non income generating

initiatives including:

* Carried out a community development program to provide social, health, recreation, and
employment services to Inner Kingston residents, in association with a network of local
service providers.

® Designed, managed, and implemented street and facade improvement programs on King,
Duke, and Harbour Streets.
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® Made 51 grants totalling J$3.7 million under its Restoration Grants program to small
property owners who in trn invested J$34 million in building facade improvements and
repairs.

* Completed the Downtown Kingston Development Plan (DKDP).

® Curried out a media campaign to market the benefits of Inner Kingston, attract invest-
ment and people to the area, and focus GOJ attention on the needs of Inner Kingston
(including relocating government offices to the area, supporting the creation of the
Downtown Kingston Management District [DKMD], and providing tax incentives for
investment).

In spite of these accomplishments, KRC has not been able to achieve everything it aspired to.
Two areas are particularly noteworthy, based on the original Project design. First, KRC has
not been able to generate enough income from its activities to support its operating expenses.
However, KRC has prepared a Business Plan to more systematically match future expendi-
tures and revenues. Second, KRC’s income from the sale and operation of properties and
fees has been less than projected, and KRC may not be able to achieve the desired 70 percent
recovery of its capital investments, taking into account inflation and long holding periods.
KRC, however, has been able to recover more than 100 percent of its investments in recent
projects. KRC’s ability to achieve cost recovery on its investments in the future will be
significartly affected by Jamaican macro-economic conditions.

Urban Development Corporation

UDC was expected to be KRC's partner in the Project and build important strategic infra-
structure projects. Over the course of the project, the scope of UDC’s activities had to be
reduced to pay for cost overruns because UDC was not able to complete its project eleients.
US$682,000 was reallocated from UDC to KRC to carry out street improvements on King
and Harbour Streets. UDC expended a total of US$5.6 million, of which US$1 million was
grant funded and US$4.6 million loan funded. A total of US$2.2 million of loan and grant
funds was used for the bus transportation facility, and US$2.7 million of loan and grant
funds went for the Harbour Street sewer and pumping station. The remaining US$.7 million
was used for the ;.archase of traffic lights, training, technical assistance, and studies.

The principal accomplishments of UDC include:
* Completed the Rural Bus Terminal element of the transportation complex.

® Virtually completed the Harbour Street trunk sewer and pumping station and resurfacing
of Harbour Street.

® Installed traffic signals at key downtown intersections.

* Promoted Project revitalization objectives by makiug 38-4C Harbour Street available to
KRC for rehabilitation.

* Energized downtown revitalization through its support of the DKDP and the DKMD.
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UDC’s performance is disappointing in several respects: all its USAID-funded projects were
completed substantially behind schedule and at a far higher cost than budgeted; the Urban
Bus Terminal had to be eliminated from the Project because of lack of funds: building the
Harbour Street Sewer disrupted traffic and business for several years and had a negative
impact on private investment; UDC was unable to market the development of the vacant land
it owns along the waterfront (largely because of economic factors beyond its control); and
UDC has not been able to complete a major western anchor of Inner Kingston—the West
Kingston Markets project.

USAID Directed Funding

The third Project component is USAID directed funds that have been used to support Project
implementation. To date these funds have been used for a variety of monitoring, technical
assistance, research, and project support functions. For example, changes in real estate
market conditions, investment, and job development have been tracked periodically. Both the
Urban Institute (USAID’s technical assistance contractor for the Project) and USAID staffs
nave played significant roles in helping KRC develop and implement its revitalization activi-
ties. The Urban Institute provided some technical support to UDC and monitored changes in
Inner Kingston. These activities have had many positive impacts and were instrumental in
facilitating the institutional development of KRC.

Assessinent of Results: Kingston in 1994 Versus 1986

When the Project began in 1986, Inner Kingston showed extreme signs of deterioration and
disinvestment. The decline had been occurring as a result of the severe social and political
confict that had occurred in the residential part of Inner Kingston over the previous decade,
the high rate of crime, the relocation of businesses and government offices to New Kingston,
the weak national economy and lack of demand for building space, the poor quality of public
services, and the blighting effect of increasing numbers of vacant and vandalized structures.
The area had the highest rate of unemployment in the city. Buildings that KRC would iater
rehabilitate under the Project were occupied by homeless families (Public Buildings West),
by gunmen (the Knitting Mills), and much of a main east-west artery (Harbour Street) was
lined with derelict buiiuing ruins and weed-infested lots occupied by squatters. Feriodically,
the Harbour Street Sewer would back up and flood the street with sewerage.

Today Inner Kingston is different in many respects. GOJ has built or renovated 2 number of
major infrastructure projects which anchor the area including the central park (St. Wiiliam
Grant Park), a new Rural Bus Terminal, a new trunk sewer along Harbour Street, and ths
rehabilitaled government office buildings (Public Buildings West and Public Buildings East).
King Street, Inner Kingston’s main commercial street, and many of the buildings along it
have been refurbiched with KRC assistance. KRC has rehabilitated three Jarge factory
complexes and helped to generate new jobs. Fifty-one properties have been upgraded with
KRC financial assistance and many others without help from KRC. The ICD Group of Com-
panies (ICD) has invested more than US$3 million in expanding and upgrading its headquar-
ters and developing space for subsidiaries along Harbour Street. An Urban Institute study
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sugges:s that rents and values downtown have increased at a faster rate than in New
Kingston.

The residential area remains low income and the housing stock is derelict. KRC and other
non government organizations (NGOs) are providing useful health, education, and employ-
ment services to the residents. New jobs have been located downtown and unemployment has
been reduced. Through KRC’s community development efforts, residents have been sensi-
tized to their roles and responsibilities (i.e. “personal ownership”) for improving their living
conditions.

Compared to 1983-86 (before the Project began), average private sector investment in real
estate on an annual basis has increased 300 percent in real terms during the years 1986-94.
There is a general consensus among persons interviewed for the evaluation that conditions
have improved, property values are rising, and the future of Inner Kingston overall is
promising. On the other hand, a recent Urban Fnstitute survey found that most businessmen
thought the momentum of recovery slowed during the period 1991-93, but it is not clear
whether the results reflect the views of the overall business community about Inner Kingston
or reflect the views of the small business owners in some sections of the downtown area,
general frustration with economic conditions, and UDC’s failure to complete the Harbour
Street Sewer.

These positive conclusions about changes in Inner Kingston are not to suggest that the revival
of the area is complete or self sustaining. The improved market conditions and environment
that have occurred are important but fragile. Crime and perception of crime remain important
problems. The Oceana Hotel, the only hotel in the area, has closed. Many major investors
are still skeptical of Inner Kingston’s future. Major public improvements remain incomplete
because of lack of GOJ funding (West Kingston Markets project and the Urban Bus Terminal
facility). The low income residents of Inner Kingston remain extremely poor, and most live
in dilapidated housing.

Overhanging the future of Inner Kingston is the Jamaican economy. The Project was begun
during a period of economic expansion ard increased exports, which helped to fuel the
revitalization process. In recent years, the econorny has contracted, the stock market has
slumped, inflation and interest rates have skyrocketed, and the high rates offered by GOJ
Treasury bills have made real estate investment 1nattractive. The period between 1991 and
1993 was a period of economic contraction—the ability of KRC to develop new projects and
the extent of investment in Inner Kingston reflect this environment. Recently, economic
trends have been positive. Clearly, 2 . ostile economic environment would severely affect the
Project’s abiliiy to attain its objectives.

Project Results and Impacts
The Inner Kingston Development Project is a multi-faceted and complex. urban economic

development initiative, which, by nature, does not readily lend itself to evaluation. The
Project has numerous objectives, many of which are in conflict with one another. When the
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Project was designed there was extensive debate within USAID and with its consultants about
how to measure Project success and impact. USAID chose indicators that were judged rea-
sonable and appropriate, but at the same time they are incomplete and illustrative. They fail
to capture many positive results of the Project, particularly changes in attitudes and percep-
tions. Figure 1 lists the USAID project indicators and summarizes the extent to which they
have been accomplished. These data derive largely from the periodic monitoring and impact
assessments carried out by the Urban Insiitute. These assessments provide a good picture of
the changing conditions of Inner Kingston >ver time. However, they are not able to quantify
the extent to which the Inner Kingston Development Project affecied the changes that have
occurred downtown since 1986.

In terms of the general indicators of success, the Project has substantiaily achieved the results
intended. Of particular importance is the Project’s role in helping to create an estimated
4,614 jobs, many of them for residents of Inner Kingston since 1986. Private sector invest-
ment activity has increased substantially over the Project period (despite a substantial decline
in 1991-1992).

KRC itself has been able to meet or exceed many of the targets that were set for it. It
produced 155 percent more space than projected under its Restoration Grants program and
generated J$34 million in building improvements over a four year period. While KRC did
not develop as much industrial space as planned, the target was illustrative and KRC’s
accomplishments are substantial. The goal of getting the private sector to invest four times
KRC investments does not appear to have been reached, but data on the extent of private
investment is incomplet=. According to the available data, the private sector has invested
2.25 times KRC’s investments—a substantial percentage of the target. KRC has invested
US$6.4 million in real estate projects (including funds provided under another project to
purchase and rehabilitate the Denoes & Geddes brewery), whereas the private sector has
invested an estimate US$14.4 million. KRC’s results in terms of job generation and delivery
of social services have equaled or exceeded expectations.

The resuits of UDC efforts are disappointing. UDC was not able to complete all infrastruc-
ture projects that the Project planned, and the projects that were completed were finished far
behind schedule and far over budget. Still, new major infrastructure elements are in place
today.

While the impacts of KRC efforts are far more wide ranging than originally envisaged, KRC
has not achieved all the expectations of the Project designers. Although the economic
development environment was positive when the Inner Kingston Development Project began,
the period 1991-93 was a period of economic contraction and very high inflation. These
conditions were important constraints on KRC. KRC has not been able to complete as many
development and income generating projects as anticipated. It has not been able to generate
the real estate income and fees that were expected. Consequently, KRC has not been abie tc
become financially self sufficient as was originally hoped.
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FIGURE 1

PROJECT DESIGN SUMMARY
INNER KINGSTON DEVELOPMENT PROJECT PHASE I AND PHASE IT

Project Indicators

Results Achieved as of 10/1/94

1. General

1.

5.

Private investment 4 times level of KRC investment

Increase in Inner Kingston land values and rents in
real terms

Downtown Plan developed and adopted by UDC

Occupancy rates at Oceana and Convention Center
increase

3,500 jobs created in the Project Area

Private investment 2.25 times level of
KRC investment?

No data available
Plan completed; not yet adopted
by UDC

Oceana closed

4,614 jobs created

II. Kingston Restoration Company

1.
2.
3.

3.
6.
7.

324,500 square feet of factory space refurbished
71,500 square feet of commercial space refurbished

Three Strategic Projects under development/
completed (Phase II)

100,000 square feet of business space refurbished
by others with KRC financial assistance

125 YESS participants
35,000 annual health clinic visits
2,500 jobs created in KRC developments

166,000 square feet completed
75,500 square feet completed®

One project under development®
255,200 square feet completed

160 participants
30,000 annual health clinic visits
2,361 jobs created

IO.  Urban Development Corporation®

1.
2.

Transportation terminal facilities completed

Pumping station and Harbour Street Tunnel Sewer
completed

Traffic signals installed at four intersections

Rural Bus Terminal completed*

Pumping station and sewer expected to
be completed 12/31/94

Traffic signals completed at
12 intersections

“Based on Urban Institute surveys. Data on investment is incomplete and understates the level of private
investment that is taking place.

®An additional 74,500 square feet of commercial space is under construction (Public Buildings West) and
should be completed in the next few months.

°104, 108, and 110 Harbour Street.

During Phase I a program to replace water mains and repair roads and sidewalks, and funds to finance the
building of an Urban Bus Terminal, were deleted from the UDC project to finance unanticipated cost
overruns in building the Rural Bus Terminal, pumping station, and Harbour Street Sewer, and to finance
KRC’s street improvement program for King and Duke Streets. UDC was also expected to build 100,000
square feet of commercial space as part of the Urban Bus Terminal project.
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Based on current financial projections, KRC can continue to operate with available and
projected funds for three to four years. If KRC sells its investments it can continue to fund
its operations from capital for an additional four to five years, but KRC currently lacks the
financial and capital base to ensure its long term future without additional infusions of
outside funding support. Cognizant of this, KRC has developed a Business Plan and strategy
to identify new potential funding sources. There are many reasons that KRC has not become
self supporting, the major ones being the difficulty of developing profitable real estate
projects given all of the economic and developmental constraints, KRC’s decision to put
substantially more funds into non income generating activities than had been planned, and
KRC’s difficulties in developing the staff expertise to handle its real estate activities in an
aggressive profit generating mode.

At the same time, KRC (and the Project) have achieved many positive outcomes not adopted
specifically as goals of the Project. First, KRC has developed the reputation and expertise
that has made it a leader in shaping the revitalization process downtown. Starting with
neither staff nor an office in 1986, KRC has become an important coordinator and initiator of
public and private sector investments. It is recognized for its independence and political
neutrality; is looked to by GOJ for policy advice; and is regularly consulted on matters of
public policy and downtown problems by GOJ, the Office of the Prime Minister, business
and investment leaders, and international donor agencies. Because of KRC’s demonstrated
effectiveness, GOJ has asked KRC to take responsibility for a number of difficult projects,
both in Inner Kingston and in other parts of Jamaica. Second, GOJ has given downtown
renewal priority attention in large part because of KRC activities. Third, the Project has
become a model program in terms of its comprehensive approach to urban problems and its
impacts. Because of KRC’s effectiveness as a public-purpose private institution, it has
received special attention from USAID, the World Bank, and other international donors.

The designers of the Project hoped that it would trigger enough public and private investment
to create a self sustaining real estate market. In 1989, USAID’s evaluation contractor, Abt
Associates, pointed out that it was unrealistic to expect a project like the Inner Kingston
Development Project to reverse the downward trends of many years and eliminate all the
constraints that discouraged investment in a few years. Abt pointed out that based on U.S.
experience, a minimum of ten years and probably much longer was required for such a rede-
velopment program to be successful. Those comments were sound. Since 1989 substantial
further progress is evident, and conditions downtown have continued to improve. Neverthe-
less, many problems remain, and investors and businessmen still retain some skepticism
about the future of the area. The efforts of KRC and those interested in Inner Kingston need
to be continued and supported to further stabilize and improve the downtown area.

In summing up the overall success of the Project, one way to evaluate the Project in its
entirety might be to ask whether USAID believes it would be cost effective to provide about
US$1.6 million a year ($1 million annually to KRC) over eight and a half years to achieve
the wide ranging and important results and impacts on downtown Kingston that have been
accomplished by the Project and are noted above. By almost any perspective, the answer
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would have to be positive. The results from such a relatively small amount of USAID funds
are impressive. USAID has obtained good value for the funds it has provided.

The Future of Inner Kingston

While Inner Kingston remains an important center for commerce and business, the head-
quarters and offices of many corporations, banks, and insurance companies have moved out
of the area. Substantial movement of these firms back downtown in the foreseeable future is
not likely, although several new financial services offices have located downtown. Inner
Kingston, however, remains the center for the law courts and lawyers and an important
government office center. It also is the primary shopping and wholesale center for lower
income residents of Kingston and people coming to Kingston from rural areas to sell or buy
goods and agricultural produce. At present, it has limited attraction as a tourist destination
(the art museum and craft market are downtown) but there are many efforts underway to
enhance its tourism potential.

For the foreseeable future, there should be efforts to support the businesses that currently are
located downtown and help them expand, rather than trying to re-create Inner Kingston as the
business center for the country, as it used to be. There are significant opportunities to take
advantage of the relatively low price of rehabilitated office space and convince more govern-
ment agencies to relocate downtown. Low priced office and factory space will continue to
attract new businesses. Various public improvements need to be completed (e.g. West King-
ston Markets and the road to the airport) and there may be opportunities to promote some
new developments on the large tracts of vacant land that UDC owns. Both the public and
private sectors need to target assistance to helping residents of the area improve their living
conditions and earning capacities. Continuing attention to improving security and public ser-
vices and facilities will help improve the area’s image and climate for investment.

Recommendations
The evaluation makes the following recommendations to USAID, KRC, and UDC:

USAID

®  The unspent USAID funding budgeted for KRC is an essential part of KRC’s financial
resources for the next few years. USAID should fully fund KRC’s budget for the
Project. Large cutbacks in budgeted funds would have a substantial negative impact on
KRC.

* USAID should consider KRC’s request to reallocate Strategic Investments funds to
other activities. Highest funding priority should “e given to continued funding of KRC’s
core operations (e.g., promotion, marketing, lobbying, and catalytic investment activi-
ties) and capitalization of the KRC Community Development Foundation.

¢ If additional USAID funds are made available, these funds should be directed, in
descending order of priority, to: (1) high impact community development activities
(e.g., expansion of the YESS Program, micro enterprise/training activities, and the



-Xix-

Network of Urban Community Based Organizations [NUCOY}); (2) support and
expansion of the Downtown Kingston Management District (DKMD); and K)]
implementation of the Vision 2020 Plan. These specific activities are further explained
elsewhere in these Recommendations.

The Project is scheduled to end in less than two years. USAID and KRC ought to be
planning how to prepare KRC for the completion of the Project. Specifically,
between now and the PACD, KRC should make every effort to strengthen its financial
position. USAID should require KRC to regularly update its Business Plan; carefully
monitor its cash management practices; and take steps to ensure KRC meets its revenue,
fundraising, expenditure, and project development targets. USAID should work closely
with KRC 1o ensure that properties under development are completed and sold and help
KRC develop a strategy to sell its industrial properties. The proceeds from these sales
should be placed in a reserve account, the proceeds of which will be dedicated to
funding KRC’s future operating expenses and programs. Flexible guidelines should be
established by USAID and KRC for the use of the reserve funds, but cash management
policies should be based on preserving KRC’s asset base.

USAID should begin to discuss now with KRC what conditions and agreements it
will want to have with KRC after the PACD. Because KRC will have a substantial
capital base (in cash or real estate assets) when the Project ends, USAID has legitimate
concern about how those assets will be used. USAID should begin negotiating a post
PACD understanding with KRC about what USAID’s role will be in programming and
controlling KRC assets. At the same time, USAID should vest control of the assets in
the KRC Board. The following guidelines for the agreement are recommended: (1) the
agreement should be in effect for a defined period (e.g., five years) after the PACD, )
the KRC Board should agree it will not revise KRC’s by-laws without USAID concur-
rence in any changes, (3) KRC should agree to use all KRC resources to further the
objectives of the Inner Kingston Project, (4) KRC should submit an annual budget
proposal to USAID for comment and USAID and the KRC Board should meet annually
to discuss the budget, and (5) KRC should submit an annual report to USAID document-
ing how KRC funds were spent.

KRC has demonstrated that it is an effective implementing agency and can manage
resources and make good use of USAID funds. USAID should continue its close work-
ing relationship with KRC during the Project period and after the PACD. If addi-
tional funds become available, USAID should consider providing additional funding
to KRC to support Project objectives or if KRC is the logical and most expert
implementing agency.

USAID should continue to support KRC’s multi-dimensional role in Inner Kingston.
A unique feature of KRC’s revitalization strategy is its multi-faceted nature, which
attempts to deal with the multiple factors inhibiting investment and constraining econom-
ic growth. In implementing the strategy, KRC both undertakes its own projects and
encourages other public and private entities to develop parallel and supportive projects to
revitalize downtown Kingston. The evaluation recommends that KRC continue to act
as a catalyst/packager/broker for real estate development; an inter-agency coordina-
tor and provider of services to the low income residential neighborhood; and a
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promoter and marketer for downtown Kingston to the public, the investment
community, government, and international donors. Not only have KRC’s individual
activities been successful in themselves, but their cumulative positive effects have
significantly helped energize the redevelopment process. At the same time, the evalua-
tion suggests that in the furure KRC should rely primarily on other investors to finance
redevelopment projects and that KRC’s role should be a catalytic one. The evaluation
also recommends that KRC get out of the property management business unless its
profitability as an income generating activity can be demonstrated. With these excep-
tions, the evaluation recommends that KRC continue to perform the multiple roles that
have made it so effective in the past.

USAID should consider increasing funding for KRC community development activi-
ties. Only a small portion of total expenditures for the Project have been used for
cominunity development activities. USAID should not terminate funding for community
development activities in Inner Kingston. Although community development activities are
generally not income generating, the long term economic development of Inner Kingston
cannot take place without parallel improvements in the living conditions of its residents.

USAID should consider providing additional support for the Downtown Kingston
Management District (DKMD). The DKMD appears to have had a successful start, as
it is currently supported by an incorporated Board of Directors consisting of active
downtown Kingston business owners. In many U.S. cities, downtown management
districts have proved to be excellent models for providing important supplemental
services, such as sanitation and safety management and marketing of downtown attrac-
tions. If USAID has funds available, this support could be an important factor in
furthering downtown revitalization. The Urban Institute’s recent business survey
identified public safety as a continuing concern for the business community. Specifically,
USAID should consider providing additional financial support for the DKMD’s public
safety program.

USAID should consider funding follow-on activities for the Vision 2020 Downtown
Plan. Although the preparation of the Plan involved unprecedented community participa-
tion, the relevance of some of its recommendations to Kingston could be questioned.
Given the level of funds already invested in preparation of the Plan, it would be
productive for USAID to fund some additional follow-on activities to narrow the scope
of the Plan and to formulate a specific course of action for its implementation. This
information should be made available to investors, government offices, and the public,
as it could help to stimulate interest in the downtown area.

Given the current level of KRC’s resources, USAID should help KRC develop a
plan to remain effective over the medium term rather than focusing attention on
KRC'’s long term financial sustainability. KRC’s current level of resources are
inadequate to ensure the long term sustainability of the organization. The evaluation
estimates that US$500,000 a year is the minimum KRC needs to pay for core operations
and fund essential services and activities. Without that level of expenditure, KRC cannot
be an effective catalyst for change. Given that assumption and KRC’s sale of its real
estate assets, it appears that KRC will have sufficient funds to continue to carry out an
effective program for a minimum of seven years. Over that period KRC should be able
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to play a key role in creating a self sustaining environment for private investment and
economic growth. This does not mean that the redevelopment process will have been
completed or that there will no role for KRC seven years from now. KRC’s long term
sustainability will be determined in large part by its ability to generate sufficient
operating resources. If KRC were able to raise additional funds, there would be many
opportunities to spend them effectively on addiessing physical and social problems of the
low income residential community downtown. Even if KRC decapitalizes itself in seven
years, its accomplishments will have been more than worth USAID’s investraent in the
Inner Kingston Development Project.

While USAID is encouraged to continue support to KRC, USATD should not en-
courage or fund KRC to take on new projects that will undercut its efforts in Inner
Kingston. KRC’s management and technical resources are more than challenged by the
demands of Inner Kingston.

USAID should help KRC identify other sources of financial and technical support
for the future and encourage other donors and the GOJ to support KRC. With the
completion of the Inner Kingston Development Project, KRC will have to be creative in
raising funds to support its core operations and programs. USAID can play an important
supportive role in helping KRC generate new sources of revenue.

USAID directed technical assistance and management support from USAID have
been important factors in the Project’s positive results. These activities should be
continued to the extent these resources are available. This support should be targeted
to help KRC revise its Business Plan, address its management and financial problems,
improve staff expertise, and develop a strategy to sell its properties on a timely basis.

While some resentment and frusiration remain due to USAID’s decisions not to fund
completion of the West Kingston Markets project or extend the Harbour Street Sewer,
USAID should continue to make efforts to improve its working relationships with
UDC. USAID should press UDC to put the new Harbour Street Sewer into ope-
ration.

Urban development projects in the United States analogous to the Inner Kingston

Development Project typically require 20-25 years to complete. USAID should keep
this experience in mind in evaluating the success and impacts of the Project.

KRC

The goal of financial self sufficiency without some support from donor organizations
(including USAID) or the Jamaican private and public sectors is not realistic for KRC.
An economic, physical, and social development agency like KRC should not be expected
to generate internally all the funds it needs. KRC’s public-purpose nature and develop-
ment goals prevent KRC from maximizing investment income and profit. KRC’s
primary objective today should be to undertake projects or activities not based on
profit or income considerations but which help to create a positive investment
climate and serve the overall interests of Inner Kingston and the Kingston commu-
nity. At this point in the cycle of revitalization most of KRC’s projects and activities
should be of a non income generating or catalytic character.
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KRC has developed a Business Plan to analyze its financial situation and chart its
financial strategy. KRC should review and periodically update its Business Plan and
use it as a tool to manage its resources. If expected revenues are not forthcoming KRC
needs to act quickly to identify other sources of income or reduce costs. It should
allocate adequate staff resources to generating additional revenue sources for its operat-
ing costs and for programs in Inner Kingston.

KRC has not adequately defined its development strategy, taking into account its current
and likely financial resources. KRC needs to focus its energies. KRC should continue
to clarify its role in an overall strategy for improving Inner Kingston. KRC should
devote all of its energies and financial resources to Inner Kingston, unless there is a
compelling and overriding reason to take on other responsibilities. KRC needs to
continue to focus its efforts and maintain its reputation of delivering on its promises.
KRC needs to clarify what are the most cost effective uses for the limited amounts of
funding it has available. Given its limited resources, KRC needs to more effectively
monitor its financial resources and operating costs.

Many of KRC’s most successful activities have been public-purpose and non income
producing. KRC ought to consider allocating some funds if available (from the Stra-
tegic Investment budget) to the Restoration Grants and Street Upgrading programs,
both of which have effectively leveraged private resources and have widespread
visual impacts.

The position of KRC Deputy Executive Director should be filled. KRC needs to
devote more attention to real estate and development problems. KRC should have a
deputy director with clearly defined responsibilities and hire a development officer
experienced in real estate (if necessary on a part time or incentive basis). Alternatively,
someone could be hired to handle finance and accounting responsibilities on a day to day
basis, and the current comptroller could devote more time to development and real estate
matters.

KRC should not get involved in any major development project unless most of the
funds will be provided by other investors and a financial analysis demonstrates it
will earn a market rate of return. Conditions downtown have changed since 1986 and
KRC'’s role now should be that of project packager/catalyst/broker. In deciding which
projects KRC should focus its attention on, past history suggests that KRC should avoid
complex, large scale projects that require KRC to invest an inordinate amount of time
and mone;, that do not have identified funding sources, or whose feasibility depends
upon parliamentary action. KRC funds should typically be used for economic and
promotional studies and “seed money” to leverage deals.

KRC should not be a long term property owner. KRC should sell its industrial prop-
erties when market conditions improve. In order to maximize the resale value of its
industrial complexes KRC needs to devote more attention to property management, leas-
ing, and rent collection and take aggressive action to address problems of vacancies and
arrearage. However, KRC should exit the property rmanagement business as soon as
possible, unless KRC can demonstrate over the next year that it is a profitable activity
and worth the effort. Property management is very labor intensive and usually is not
sufficiently profitable to justify the management time required by such a business.
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* KRC should give its Community Development Department its own independent
management and funding base (under the umbrella of KRC). KRC’s community
development program has been very successful, but in order to attract the funding it
needs, KRC should establish a tax exempt Community Development Foundation and
provide it with a capital base. The foundation should have a clear cut plan and schedule
for raising funds, and the Board of the foundation should closely monitor the implemen-
tation of the plan.

UDC and GOJ

* UDC should complete the Harbour Street Sewer and put it into operation.

* UDC should review its redevelopment program for Inner Kingston in light of
changes over the past eight years. UDC should review and evaluate its plans for Inner
Kingston and as part of that process address the problems of what to do with the vacant
Urban Bus Terminal site, how to market and put to use all the vacant lands it owns
downtown, what to do with the Oceana Hotel property, and how UDC and KRC can
work together more constructively. Areas for potential cooperation include joint planning
for specific areas, joint development of sites, and joint marketing of Inner Kingston.

* Relocating GOJ offices downtown can be a powerful and cost effective revitalization
tool. GOJ should make every effort to relocate more offices downtown and use its
need for lower priced space as a development tool.

* The tax incentives for Inner Kingston can help spur the revitalization process. GOJ
should promptly issue the regulations for downtown tax incentives to prevent in-
vestors from delaying building plans and to eliminate uncertainty about what the
rules will be. The rules for qualifying for tax exemption should be simple and trans-
parent.

*  The creation of the Task Force for Downtown Improvement will further downtown
redevelopment. GOJ should consider the Task Force for Downtown Improvement as
the central policy advisory board for government and use it to help coordinate
revitalization efforts and keep GOJ aware of what actions it must take.
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EVALUATION OF THE INNER KINGSTON
DEVELOPMENT PROJECT

I. BACKGROUND
A. Context for the Inner Kingston Development Project

Implementation of the Inner Kingston Development Project (Project No. 532-0120,
hereinafter referred to as the Project) began in July 1986 when USAID signed agreements
with the two principal implementing agencies, the Kingston Restoration Company (KRC), a
public-purpose private company, and the Urban Development Corporation (UDC), the
primary developmental parastatal organization of the Government of Jamaica (GOJ).

The Project initially was envisioned as a 39 month, US$25 million urban project to revitalize
downtown Kingston, Jamaica, with USAID committing US$15 million of loan and grant
funds and the Jamaican public and private sectors contributing US$10 million.

In 1989 USAID extended the completion date for the Project to September 1991. In Septem-
ber 1991, USAID approved a second phase for the Project to consolidate and build on the
aci:ievements in Phase I. In Phase II USAID provided an additional US$3 million primarily
to KRC and extended the KRC component of the Project until June 1996. Phase II projected
additional private sector counterpart funds of US$5 million. No funds were provided to UDC
in Phase II, but the completion date (PACD) for its part of the Projecr was extended to
September 30, 1994. Consequently, the Project has become a ten year, US$33 million dollar
undertaking, US$18 million of which is to be provided by USAID. It is due to be completed
at the end of June 1996.

This evaluation documents and assesses the results of the Project over the past eight years. It
compares design objectives with accomplishments and outputs. It seeks to explain the causes
for the Project’s successes and inability to achieve certain objectives. The evaluation also
makes recommendations about how remaining USAID funds for the Project can be most
effectively spent and proposes a strategy for completing the Project and maximizing its
impacts.

The Project encompasses a geographic area of approximately 100 blocks that was the site of
the original 18th century city and is shown in Figure 2. The area is bounded on the south by
the Kingston Harbour waterfront, on the west by Darling Street, on the north by a line
running one block above St. William Grant Park, and on the east by South Camp Road.

The downtown core contains commercial and office establishments and public buildings and
is centered on the King Street corridor between St. Wiliiam Grant Park and the waterfront,
On the western side of the Project Area, which is within the constituency of member of
Parliament and former Prime Minister Edward Seaga of the Jamaica Labour Party (JLP), are
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located the West Kingston Markets (the center for agricultural distribution in the country),
Kingston’s Rural Bus Terminal, and the railway station. The eastern part of the area is
predominantly a dilapidated residential area interspersed with some small commercial and
industrial properties, churches, and offices of public service agencies. It is largely within the
constituency of Col. Leslie Lloyd of the People’s National Party (PNP), although there are
some neighborhoods (e.g. South Side) which strongly support the JLP.

B. The Original Concept for USAID Assisted Intervention in Inner Kingston: Project
Purpose and Objectives

In the early 1980s GOJ enacted a series of structural and policy changes to make the
Jamaican economy more competitive, reduce the role of the public sector, increase employ-
ment, and encourage private investment. The Inner Kingston Development Project was
conceived of as an innovative urban economic development undertaking to support GOJ’s
program of reform and make downtown Kingston a viable center for trade and commerce in
Jamaica.

The overal} goal of both Phase I and Phase II was to contribute to Jamaica’s need for
increased investment and employment opportunities. The Project has two purposes: (1) to
provide additional work space in Inner Kingston suitable for the expansion of light manufac-
turing and mixed commercial activity; and (2) to help restore Inner Kingston as a center for
economic activity and job creation.

USAID expected that the two implementing organizations would work together closely to
focus and coordinate public and private investment downtown. UDC and KRC were to
develop a partnership to coordinate their efforts and maximize the effect of public and private
investment. The Project was intended to build on and reinforce major public investments in
the rehabilitation and expansion of the West Kingston Markets (funded by the Inter-American
Development Bank [IDB]), the rebuilding of the Parade into the St. William Grant Park, and
the rehabilitation of the Supreme Court Building on King Street (funded in part by USAID).

The overall strategy was to make available needed industrial and commercial space down-
town in rehabilitated buildings at attractive prices and provide various financial incentives to
attract private investment. Private investment would create employment and eventually
generate a self sustaining restoration process. The primary roles of KRC were to demonstrate
that vacant and vandalized properties could be put to productive use after rehabilitation and
to provide financial incentives and technical assistance to private building owners and
potential investors. KRC project elements were designed to maximize the participation of the
private sector and were concentrated for impact in key development areas which would act as
anchors for subsequent, broader scale revitalization.

UDC activities were to support and complement KRC investments and provide essential
infrastructure and transportation facilities. UDC appeared to be the ideal partner for KRC: it
was the agency responsible for planning in the core area, had a skilled technical staff of
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planners and project managers, and owned large tracts of vacant land along the Harbour and
Port Royal Street corridors.

Studies indicated thar the lack of suitable factory space was a significant obstacle to business
expansion. While GOJ was providing space for larger, export-oriented firms in or near the
Free Zone (goods can be exported duty-free from the Free Zone), the Project was intended
to make space available for Jamaican-owned small and medium sized firms.

The rationale for focusing the Project on Inner Kingston was three-fold: (1) the country’s
highest levels of unemployment were in this area, (2) reversing its deterioration could help to
rekindle investment cxpectations nationwide, and (3) the area offered significant opportunities
for cost savings in development because existing infrastructure was in place and vacant
building shells could be rehabilnated economically.

Downtown Kingston had been declining as an center of commerce for many years. After an
initial wave of redevelopment following the large scale clearance of the waterfront after the
port of Kingston was moved from downtown to Newport West in the 1960s, businesses
began to move “uptown” to New Kingston where problems of crime, decay, and congestion
were less evident. This trend was accelerated by severe social and political conflict between
supporters of the JLP and PNP in the years leading up to the 1980 elections. (For example,
the Urban Institute reported that during this period in the two square kilometers west of Inner
Kingston over 21,000 persons were deprived of shelter through fire eviction or violence and
4,000 buildings were destroyed). Of the initial population of 55,000, 23,000 persons left the
area, 14,000 as a direct result of the conflict. The destruction caused by the conflict cost at
least US$20 million and resulted in the loss of 1,500 jobs.

By the mid 1980s Inner Kingston evidenced extreme signs of deterioration and disinvestment.
Large numbers of buildings were unoccupied, and many had been vandalized. In 1985, for
example, more than a quarter of the non residential buildings in the Project Area were
classified as “ruins” or “abandoned.” Public Buildings West, a major GOJ office building on
King Street, was occupied by homeless families. Former factory buildings along Pechon
Street were burned out shells occupied by gunmen. Harbour Street, between the offices of
the ICD Group of Companies (ICD) and Grace Kennedy, was lined with derelict ruins and
lots occupicd by squatters. Property values and rents were relatively low and had not
changed much in the previous decade (in contrast to New Kingston where values were rising
rapidly and to which firms were relocating). More than 6,000 very poor, largely unemployed
individuals lived adjacent to the downtown core in dilapidated housing without basic
amenities. High crime rates encouraged business relocation and discouraged private invest-
ment. In 1982, 36 percent of the labor force in the area within two miles of downtown was
unemployed. Between 1981 and 1986 when the West Kingston Markets project began, almost
no public investment occurred in Inner Kingston.

In 1986 there were, however, some signs that redevelopment and revitalization might be
feasible. The economy and private investment seemed to be accelerating, and Inner Kingston
still possessed many advantages as a business location. Inflation and interest rates were
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declining, and there was some evidence of modest investment in property downtown, Public
service delivery downtown had been improved, and the streets were cleaner than they had
been in previous years.

C. Assumptions Underlying the Programmatic Focus of the Project

Underlying the Project design were important assumptions about national economic

trends, the situation in Inner Kingston, and the potential effects of the Project:

The economy appeared to be improving and, as a result, there would be a growing
demand for commercial and industrial space. Because of the cost advantages of provid-
ing rehabilitated space in relatively low cost and available buildings, Inner Kingston
could produce work space on a competitive and attractive basis.

It was assumed that the macro-economic environment would be conducive to econornic
growth and real estate development. While interest rates were high by U.S. standards
(e.g. 18-20 percent), they were not so high as to be a major constraint to expansion of
the economy or attracting funds for real estate development.

The Project was expected to have a discernible and significant impact because its funding
resources would be concentrated within a relatively small area. Public investment and
KRC-financed demonstration projects were expected to create the needed climate to
convince investors that Inner Kingston had changed and eventually establish a self
sustaining revitalization process.

KRC and UDC would work together closely and plan and ccordinate their efforts and
investments to generate maximum impact. UDC’s investments were expected to support
private investment, and the vacant land it owned was to be inmediartcly available for
redevelopment; KRC was to promote and marshal private investment and to demonstrate
that investments in land and buildings could be profitable and secure.

Both the public and private sectors recognized that the social problems of the area’s
residents needed to be given serious attention. Without the support of the nearby
residential community, it was unlikely that the physical rebuilding process could be
sustained. (Nevertheless, in Phase I only US$100,000 of the USAID grant funds were
allocated for community development, and in Phase II the amount was US$250.000.)

The Project would help establish KRC as an effective and financially sound organization
for promoting the revitalization of Inner Xingston. With USAID grant funds, reflows
(i.e. capital gains and rental income), and contributions from the private sector and
development fees, KRC would become by the end of the Project financially self
sustaining for the foreseeable future. The Project design assumed that KRC could
achieve at least a 70 percent cost recovery on its investments.

Given the complex nature of the Project and the recognition that its design should
respond to changing market considerations, USAID concluded that there was a need for
substantial technical assistance and monitoring of Project implementation. As a result,
USAID and its contractors would provide substantiz} technical assistance to both KRC
and UDC and closely monitor implementation of the Project and changing market
conditions to assure that Project objectives were achieved.



D. Program Strategy
The Project has three major funding components: KRC, UDC, and program support.
1. The Kingston Restoration Company (KRC)

KRC was established in 1983 by Maurice Facey, a prominent Jamaican businessman,
and Gloria Knight, then Executive Director of UDC, as a private non profit, public-purpose
company to undertake cosmetic improvements to enhance Inner Kingston’s physical appear-
ance. By 1986 KRC had a prestigious, non partisan Board of Directors which had raised
some funds and undertaken some planning activities, but it had no permanent staff or office.
While recognizing its li:nitations, KRC appeared to USAID to be an appropriate institutional
vehicle to marshal private investment resources and function flexibly and efficiently to carry
out a multi-purpose revitalization program, yet at the same time support a public-purpose
agenda. On the other hand, while KRC had public-purpose developmental objectives, it
lacked the legal authorities and public financial commitment commonly provided to redevel-
opment and economic development agencies.

While the Inrer Kingston Development Project was being planned and designed, USAID
granted US3725,000 to KRC (Project 532-0141) to rehabilitate a vacant multi-story building,
the former Denoes & Geddes brewery on Pechon Street, on an experimental basis. Subse-
quently, in July 1986, USAID signed a cooperative agreement with KRC to carry out its part
of the Project, required USAID involvement in all major KRC decisions, and committed the
KRC Board of Directors to raise J$9 million of counterpart funds as an initial private sector
contribution to the Project.

With USAID grant funds in hand the KRC Board agreed to hire an executive director and
staff, establish an office, and develop financial systems and programs needed to implement
its part of the Project. The Board hired Miorin Seymour, former executive director of the
National Housing Trust (NHT), as an executive director. The institution building process to
make KRC an effective organization proved to be a major challenge for KRC; its Board; and
USAID (with its primary support contractor, the Urban Institute).

The Project design charged KRC with responsibility for implementing four types of activi-

ties:

* Rehabilitation and marketing of buildings for manufacturing and commercial use to
generate new jobs and improve the physical appearance of Inner Kingston.

* Strengthening of Inner Kingston as a viable economic center through strategic planning
and targeted anchor investments to encourage further rounds of public and private invest-
ment,

* Implementation of a community development program to provide needed services to the
low income residential community and involve them in the development process.

* Operation of a Restoration Grants program to facilitate business expansion and down-
town upgrading by small property owners.
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2. The Urban Development Corporation (UDC)

UDC was established in 1968 as a parastatal organization and became GOJ’s primary
development vehicle nationwide. GOJ tasked UDC with preparing development plans for the
major cities and tourist areas of Jamaica and for undertaking major infrastructure improve-
ments and projects to foster economic growth and job generation. UDC was given ownership
of the land and properties along the downtown waterfront that GOJ acquired when the port
was moved. In 1986 this land represented 87 percent of all the undeveloped public land in
the Project Area.

In 1986 UDC initiated the US$26 million rehabilitation and expansion of the West Kingston
Markets, the city’s center for wholesale food distribution and the “higgler” trade (higglers
are small, individual traders). UDC’s long term development plan for West Kingston
1acluded construction of a major bus transportation complex adjacent to the markets to
rationalize public transportation patterns. UDC also had prepared preliminary plans to
replace the dilapidated trunk sewer and pumping station that ran along Harbour Street as well
as secondary water and sewer lines that served the eastern part of Inner Kingston. The
existing trunk sewer overflowed periodically, discouraging investment along Harbour Street.
USAID judged that the water and sewer improvements and the bus terminal would comple-
ment the other public investments being made downtown and serve as catalysts for private
investment, and agreed to incorporate them into the Project design.

USAID agreed to help finance construction of three principal UDC projects:

® A new transportation complex for buses to serve both urban and rural users. With non
USAID resources, UDC would build commercial space as part of the facility.

® A new Harbour Street trunk sewer and pumping station.
©  Other public improvements, secondary water and sewer lines, and traffic signals.

3. USAID Program Support and Technical Assistance Role and Evaluation and
Audit Functicns

The third component of the Project was an extensive technical assistance and
research program to help USAID effectively manage and monitor the Project, provide
institutional development support to KRC and UDC, report on the dynamics of the downtown
economy and real estate market, assess the impacts the Project was having on the area, and
periodically audit and evaluate the Project. During the start up phase of the Project, KRC
was to receive help in designing each of its program components, training staff, and devel-
oping its management and financial systems. This technical assistance work was carried out
by the Urban Institute of Washington, D.C., which had played a key role in designing the
Project, and RHUDO/CAR staff.



E. Funding Levels
1. Phase I Financial Plan: USAID and Counterpart Funding

Table 1 summarizes the original Project budget. USAID expected to contribute
US$15 million to the US$25 million Project. USAID funds totaling US$7.6 million were
budgeted for UDC and US$6.9 million for KRC. The remaining USAID funds (US$475,000)
were to be used for grants to community organizations in the Project Area and technical
assistance and management support for the Project (KRC and UDC also had their own
technical assistance and training budgets). The KRC component was to be grant funded;
UDC was to receive US$2.6 million in grant funds and US$5 million in loan funds. Local
public and private investment in related physical improvements which would contribute to the
Project was estimated at US$10 million. The UDC component was estimated to generate
US$4.5 million in related investments, and KRC’s component was estimated to generate
US$5.5 million in private contributions, investments, and reflows. Reflows (e.g. earnings
from KRC investments) were expected to be an important resource for financing KRC
activities during the Project and thereafter.

TABLE 1
INNER KINGSTON DEVELOPMENT PROJECT PHASE I
FUNDING BY INSTITUTION AND SOURCE

(US$000)
Contributions and
Institutions/Components USAID Reflows Total
Urban Development Corporation 7,650 4,465 12,115
Kingston Restoration Company 6,875 5,535 12,410
Other Community Organizations 100 - 100
USAID Direct TA 375 - 375
Total 15,000 10,000 25,000

Source: Phase I PP

Table 2 provides the detailed budgets for each of the Project components. It shows that the
original Project concept was almost entirely bricks and mortar oriented with US$13.9 million
(93 percent) allocated to KRC and UDC physical development projects.

2. Phase II Financial Plan: USAID and Counterpart Funding
Table 3 presents the Phase II budget for the additional US$3 million that USAID

added to the Project in 1991. All Phase II resources were allocated to KRC, except for
various support expenditures. USAID estimated that the additional funding would attract
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- TABLE 2
INNER KINGSTON DEVELOPMENT PROJECT PHASE I
FINANCIAL PLAN (US$000)
Public and
Private Reflows and Project
Institutions/Components USAID Contributions Investments Total
Kingston Restoration Company
Rehabilitation/Construction
Factory Space 5,250 1,000 2,600 8,850
Commercial Space 1,000 635 1,100 2,735
Outreach Program 100 - - 100
Grants: Small Owners 250 - 200 450
Technical Assistance/Training 275 - - 275
Subtotal 6,875 1,635 3,900 12,410
Urban Development Corporation
Transportation Terminal/
Commercial Center 2,574 3,000 - 5,574
Area-Wide Infrastructure 2,115 283 - 2,398
Sewerage System 2,033 - - 2,033
Traffic Signals 82 - - 82
Transportation System - 283 - 283
Development Area Infrastructure 2,736 1,182 - 3,918
Sewerage 859 - - 859
Water 888 - - 888
Roads/Sidewalks 989 - - 989
Parks/Other - 1,182 - 1,182
Technical Assistance/Training 225 - - 225
Subtotal 7,650 4,465 - 12,115
Other Project Activities 475 - - 475
Community Organization Outreach 100 - - 100
Monitoring/Evaluation 375 - - 375
Total 15,000 6,100 3,900 25,000

Source: Phase 1 PP
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TABLE 3
INNER KINGSTON DEVELOPMENT PROJECT PHASE I
FINANCIAL PLAN (US$000)

Public and Private
Contributions,

Reflows and
Components USAID Total Investments Project Total

Kingston Restoration Company
Strategic Investments 1,575 4,275 5,850
Downtown Plan 100 - 100
Community Development Activities 250 523 773
Building Demolition and Open Space 200 100 300

Program

Subtotal 2,125 4,898 7,023
Technical Assistance and Training 725 121 846
Evaluation/Audit 150 - 150
Total 3,000 5,019 8,019

Source: Phase I1 PP

more than US$5 million of local public and private investment and contributions. Half the
funds were earmarked to finance large strategic investment projects. In Phase II KRC was to
shift its role of owner/developer to that of packager/broker. Funds amounting to US$100,000
were provided to finance a new physical development plan for Inner Kingston.

3. Combined Phase I and Phase II Summary Budget

Table 4 shows the combined Phase I and II budget for the Project at the time Phase
II was approved. With the Phase II funding the Project had become a US$33 million under-
taking, and KRC had become the primary recipient of USAID assistance. The budget reflects
the substantial reallocation of resources to USAID directed technical assistance, management
support, and monitoring activities that occurred during Phase I and the addition in the Phase
II budget of US$450,000 for those purposes. USAID increased its commitment to US$18
million and funding of KRC was increased to US$10.6 million.
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TABLE 4
INNER KINGSTON DEVELOPMENT PROJECT PHASE I AND II
SUMMARY OF ORIGINAL FINANCIAL PLANS (US$000)

Institutions/Components USAID Non USAID Total
Kingston Restoration Company 7,368 5,535 12,903
Phase 1
Kingston Restoration Company 2,125 5,019 7,144
Phase 11

Subtotal 9,493 10,554 20,047

Urban Development Corporation 6,336 4,465 10,801
Other Project Activities 2,171 - 2,171
Total 18,000 15,019 33,019

*During Phase I KRC received $682,000 of additional funds te carry out the King - Harbour Street Infrastruc-
ture Improvement Project, increasing its budget to $7,557,000, and the UDC component was reduced by an
equivalent amount. USAID subsequently reallocated $189,139 of funds budgeted for KRC to USAID directed
technical assistance, project management, and monitoring activities.

*UDC budget reflects projected UDC budget in 1991 and reallocation of funds budgeted for UDC for USAID
directed technical assistance, project management, and monitoring activities.

Source: Phase I PP

4. Use of USAID Funds in Phase I

Table 5 summarizes how Phase I funds were used, in contrast to the original budget
plans for the Project. Six principal changes should be noted. First, because the scope of the
UDC project was reduced due to cost overruns, increased construction costs, and reduced
supplemental funding from GOJ, UDC spent only US$5.5 million rather than the US$7.6
million budgeted. Second, US$951,964 (12 percent of KRC’s funding) went for organization-
al operations support to KRC, whereas no funds had been originally budgeted for that pur-
pose. Third, KRC invested substantially less funds (US$4.8 million versus US$6.2 million)
than it projected in income producing investments and substantially more than it budgeted
(US$962,000 versus US$250,000) in non income producing physical investments). Out of the
US$962,000, $682,000 went to the King Street Upgrading Project. Finally, USAID directed
support costs nearly doubled over original projections and totalled US$911,209.



Inner Kingston Development Project
Use of USAID Funds

InUS $
Phase | *
PROJECT COMPONENT Total Funds Per Project Reallocation of Actual Funds Finally
Plan Budget Plan Budget Spent **
(Dollars) (%) (Dollars) (%) (%)
I. KRC ACTIVITIES
Strategic Investments $6,250,000| 91%| $4,805,897| 65% $4,805,897| 65%
Industrinl Development $5,250,000 $4,236,451 $4,236,461
Commercial Development $1,000,000 $569,436 $569,436
Physical Development Assistarnce $250,000 4% $962,000| 13% $962,000{ 13%
Restoration Grants $250,000 $230,000 $230,000
Streetscapes N.A $732,000 $732,000
Building Demolition and Open Space N.A N.A N.A
{ Community Development $100,000 1% $210,000 3% $210,000 3%
|
i Technical Assistance/Training $275,000 4% $438,000 6% $438,000 6%
; Downtown Development Plan N.A N.A N.A
i Other TA/ & Training $275,000 $438,000 $438,000
Operations Assistance N.A 0% $951,964| 13% $951,964| 13%
Total Direct to KRC $6.,875 000/ 100%| $7,367,851| 100%| $7,367.861| 100%
Il. OTHER ACTIVITIES
ubpc $7,650,000| 100%| $5,435,089| 100%| $5,435,089) 100%
Transportation Terminal $2,574,000f 34% $2,218,075| 41% $2,218,075| 41%
Area Wide Infrastructure $2,115,000| 27% $2,696,988| 50% $2,696,988| 50%
Development Area Infrastructure $2,736,000| 36% $0 0% $0 0%
Technical Assistance/Training $225,000 3% $289,228 5% $289,228 5%
Downtown Revitalization N.A 0% $230,798 4% $230,798 4%
USAID Directed $475,000| 100% $911,209| 100% $911,209| 100%
Technical Assistance/Training N.A $90,546 $90,546
Monitoring/Evaluation/Audit $375,000
Other Community Organizations $100,000
Urban Institute Monitoring Contract N.A $820.663 $820,663
Total to Other Activities $8,125,000 $6,346,298 $6,346,298
TOTAL AID GRANT AND LOAN| $15,000.000 | * $13,714,159 $13,714,159 ¢+

Note: N.A.=Not Applicable: This item not included or disaggregated in specified Project Plan phase.

* Does notinclude $732,000 in funds given under special project to initiate D&G Phase | prior to start of USAID Program.
** As of 8/10/94 "Agreement Budget" prepared 9/10/94 by Ken Kopstsin.

*** As of 9/30/94 per USAID "Project Financial Status Report* prepared 10/6/94.
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5. Proposed Uses of USAID Funds in Phase II

Table 6 summarizes the proposed uses of the US$3 million USAID provided in
Phase II. The largest component is Strategic Investments. In 1991 a number of large scale,
strategically located commercial projects appeared to be promising investment opportunities.
Nevertheless, only 66 percent of the Phase II resources provided to KRC were allocated to
physical development activities. A major component of the budget is for technical assistance
and training and USAID management support. Despite its success, no USAID funds were
allocated to the Restoration Grants program, since it was assumed hat activity would be
financed from reflows. No funds were budgeted for KRC operations because it also was
assumed that reflows from rents and sale of KRC-developed properties would cover this cost.
lowever, reflows proved to be inadequate and in 1993, USAID agreed to provide such sup-
port funds. Eighteen percent of the expenditures were obligated for that purpose. Reflows
were expected to support KRC’s housing program and promotional and developmental
activities to enhance the image of Inner Kingston.

6. Combined Phase I and Phase II Financial Plan

Table 7 provides a financial overview of the whole Project over the eight year
period from July 1986 to September 1994 and shows how USAID funds have been allocated
to different activities. As noted above, KRC investments in income generating activities were
substantially less than contemplated by the original design, clearly affecting the ability of
KRC to earn income to cover its operations and generate further rounds of investment. Only
about US$6 million (60 percent) of the funds KRC is expected to receive will be used for
commercial and industrial investment projects. The remaining 40 percent of KRC funds will
be spent on non income generating activities, including KRC operating expenses. Despite the
importance KRC and USAID attach to community development activities, KRC expects o
spend only US$450,000 (4 percent) on this component. By the end of the Project KRC plans
to spend US$1 million (11 percent) on technical assistance and training and studies (including
the Downtown Plan). The table shows that while UDC invested US$4.9 million in projects, it
also spent US$520,000 (nearly 10 percent) of its funds on studies, technical assistance, and
training. USAID itself has spent US$1.3 million to date on support costs of various types so
that the combined funding for technical assistance and training for the Project amounts to
more than US$3 million out of a total budget of US$18 million or approximately 17 percent
of the budget. It is worth noting that KRC also was granted USAID and U.S. Embassy funds
for Hurricane Gilbert relief, drug elimination, and a feasibility study for a Trade Centre of
the Americas.

II. EVOLUTION OF THE INNER KINGSTON PROJECT

The Inner Kingston Development Project is an extremely complex and ambitious effort to
reverse serious economic decline and all of the attendant physical deterioration, systems
breakdown, and social disruptions. In this section of the evaluation, the changing parameters
of community economic development are discussed to better understand the dynamics of
change affecting the many Project elements, followed by a look at Inner Kingston today.



Inner Kingston Development Project

Use of USAID Funds

TABLE 6

InUS $
I
; Phase Il
{PROJECT COMPONENT Total Funds Per Project Reallocation of Actual Funds
¢ Plan Budget Plan Budget *** Obligated ***
(Dollars) (%) (Dollars) (%) (%)
l. KRC ACTIVITIES
'Strategic Investments $1,575,000/ 66%| $1,163,600| 43% $872,425| 43%
i Industrial Development N.A N.A N.A
- Commercial Development N.A N.A N.A
Physical Development Assistance $200,000 8% $90,000 3% $50,000 8%
Restoration Grants N.A N.A N.A
Streetscapes N.A N.A N.A
Building Demolition and Open Space $200,000 $90,000 $50,000
|
|Community Development $250,000| 10% $240,400 9% $140,400 9%
; Technical Assistance/Training $385,000| 16% $740,725| 27% $593,900| 27%
i Downtown Development Plan $100,000 $228,900 $228,900
Other TA/ & Training $285,000 $511,825 $365,000
Operations Assistance N.A 0% $490,275| 18% $329,275{ 18%
Total Direct to KRC $2,410,000| 100% | $2,725,000)| 100%| $1,986,000| 100%
il. OTHER ACTIVITIES
ubcC $0 $0 $0
Transportation Terminal $0 $0 $0
Area Wide Infrastructure $0 $0 $0
Development Area Infrastructure $0 $0 $0
Technical Assistance/Training $0 $0 $0
Downtown Ravitalization $0 $0 $0
USAID Directed $590,000 100% $275,000) 100% $379,627| 100%
Technical Assistance/Training $440,000
Monitoring/Evaluation/Audit $150,000
Other Community Organizations N.A
Urban Institute Monitoring Contract N.A
Total to Other Activities $590.000 $275,000 $379,627
TOTAL AID GRANT AND LOAN| $3,000,000 $3,000,000| *** $2,365,627 ***

Note: N.A. =Not Applicable: This item not included or disaggregated in specified Project Plan phase.

* Does not include $732,000 in funds given under special pro

** As of 8/10/94 "Agreement Budget" prepared 9/10/94 by Ken Kopstein.
*** As of 9/30/94 per USAID *Project Financial Status Report® prepared 10/6/94,

ject to initiate D&G Phase | prior to start of USAID Program.
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Inner Kingston Developme:t Project

Use of USAID Funds
InUS $

12

TABLE 7

Phase | and Il Combined

PROJECT COMPONENT Total Funds Per Project Reallocation of Actual Funds Finally |Funds Yet
Plan Budget Plan Budget Spent or Obligated  To Be
{Dollars) (%) {Dollars) (%) (Dollars) (%) Committed***
I. KRC ACTIVITIES
Strategic Investinents $7,825,000| 84%| $5969,497| 59%| $5,678,322| 61% $291,175
Industrial Development
Commercial Development
Physical Development Assistance $450,000 5% $1,052,000/ 10% $1,012,000;] 11% $40,000
Restoration Grants
Streetscapes
Building Demolition and Open Space
Community Development $350,000 4% $450,400 5% $350,400 4% $100,000
Technical Assistance/Training $660,000 7% $1,178,725{ 12% $1,031,900f 11% $146,825
Downtown Development Plan
Other TA/ & Training
Operations Assistance NA 0%| $1,442,239| 14%| $1,281,239| 14% $161,000
Total Direct to KRC $9,285,000)| 100% | $10,092,861| 100%| $9,353,861| 100% $739,000
II. OTHER ACTIVITIES
ubpcC $7,650,000( 100% $5,435,089| 100% $5,435,089 | 100% $0
Transportation Terminal $2,574,000 34% $2,218,075| 41% $2,218,075| 41%
Aren Wide Infrastructure $2,115,000] 27% $2,696,988] 50% $2,696,988| 50%
Development Area Infrastructure $2,736,000! 36% $0 0% $0 0%
Technical Assistance/Training $225,000 3% $289,228 5% $289,228 5%
Downtown Revitalization N.A 0% $230,798 4% $230,798 4%
USAID Directed $1,065.000| 100% | $1,186,209| 100%| $1,290,836| 100% ($104,627)
Total to Other Activities $8,715,000 $6.621,298 $6,725,925 ($104,627)
TOTAL AID GRANT AND LOAN| $18,000,000 $16,714,159 $16,079,786 $634,973

Note: N.A.=Not Applicabls: This item not included or disaggregated in specified Project Plan phase.
* Does notinclude $732,000 in funds given under special project to initiate D&G Phase | prior to start of USAID Program.
** As of 8/10/94 "Agreement Budget* prepared 9/10/94 by Ken Kopstein,

*** As of 9/30/94 per USAID "Project Financial Status Report® prepared 10/6/94.
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As stated, the original concept for the Project was based on a set of assumptions about the
future of the Jamaican economy, private sector investment trends, an active GOJ role, and
the ability of economic development to act as a bridge between the public and private sectors
to marshall support for redevelopment downtown.

In response to the experience of Phase I and to the deteriorating national economy, some
adjustments were made in Phase II of the Project although the basic objectives and assump-
tions remained for the most part. During the past four years, however, there have been
substantial changes in the economy, in the national government, and in the collective
understanding of the nature of economic development and of what can be accomplished with
leveraging investment.

High interest rates, inflation, and the economic downturn during the first two years of Phase
IT (1991-93), related in part to the United States recession which began in 1989, have been
the fundamental factors affecting the Project and the ability of KRC as an economic and
physical development institution to promote investment downtown and put together feasible
development projects. The slowdown in the economy has been especially difficult for Inner
Kingston. A disproportionate number of the unemployed (and underemployed) reside in
neighborhoods adjacent to the downtown core.

That KRC has accomplished as much as it has is a testament to its leadership and to its
ability to respond to new challenges with development approaches not originally envisioned.
In fact, KRC is becoming a more well rounded community economic development organiza-
tion, a trend that also is apparent in the United States as many communities grapple with the
interrelated nature of their socio-economically diverse societies.

The investment made by USAID has been effective, even if it is modest by comparison to
public investment in U.S. inner city projects. With an average annual expenditure of about
US$1.6 million over a ten year period, USAID has helped Inner Kingston weather difficult
economic times. Indeed, there is strong evidence that under the leadership of KRC, and with
the other projects funded by USAID, the stage has been set for what could become sustain-
able redevelopment of Inner Kingston over the next ten to fifteen years. That is not to say,
however, that sustainable redevelopment can be achieved without continuing support from
government and the private sector.

Considering successful redevelopment experience in the United States, it is instructive to note
that no sustainable redevelopment programs have been achieved without continuous govern-
ment subsidies for projects and operating expenses for the economic/redevelopment agency
over the course of several decades. In order to accomplish revitalization, the level of public
investments in Inner Kingston must be maintained over a similarly long period. Given the
size of Kingston, the resources USAID has made available to KRC and UDC are insufficient
as a short term solution for downtown Kingston.
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San Jose, California, provides a good example. Although different in scale and economic
structure from Kingston, San Jose experienced the same disinvestment in the downtown area
in the 1950s and 1960s with consequent physical and social deterioration and very negative
image. After fifteen years of planning and construction through public/private partnerships,
the public sector has invested approximately US$750 million matched by about US$1 billion
from the private sector. The Redevelopment Agency’s annual operating budget is about
US$16 million, with a capital budget of around US$80 million. The city’s Office of Eco-
nomic Development alone has an annual operating budget of US$1.6 million. (This organiza-
tion was established in 1986 to address the collateral issues of redevelopment, such as
community development, small business needs, neighborhood business district improvements,
Job creation, and future economic growth issues to help sustain the tax base which supports
redevelopment and community-wide improvements.)

In viewing the status of the Inner Kingston Development Project today, the successes and the
unresolved program issues should be considered in light of the level of expenditure.
Economic development organizations in the United States with levels of expenditure similar
to that of KRC have rarely accomplished as much as KRC has in Kingston. The USAID
expenditures for capital investment, new programs, and technical assistance have been, on
balance, in line with best practices elsewhere for that level of effort.

A. Physical Development and Its Impact on Inner Kingston

Since the mid-to-late 1980s a significant physical revival of downtown commercial areas
has occurred. King Street has regained much of its former stature as a principal shopping
thoroughfare and is well maintained and improving in appearance. This has come about as a
result of the KRC initiated streetscape and sidewalk improvements, facade restoration, and
building upgrading work along the street’s entire length from Harbour Street to St. William
Grant Park. This physical activity is further anchored by the return of governmernt office
users to the restored Public Buildings East and West complexes at Justice Square midway up
King Street, as well as by the completed restoration and active community use of the Ward
Theater (across from St. William Grant Park).

Duke Street, the old legal office and business service district paralleling King Street
immediately to the east, has witnessed a similar revival in recent years, also directly due to
KRC initiated streetscape and sidewalk improvements and building restoratiop and upgrading.
There are now virtually no vacancies along the four block length of either street below East
Queen Street. KRC raised 50 percent of the cost of the Duke Street program from property
owners.

Significant rehabilitation activity is also apparent on Orange and Princess Streets, which
parallel King Street immediately to the west, although no streetscape or sidewalk improve-
ments have been made here. Similarly, significant rehabilitation and some new construction
work have begun to occur along the streets crossing Orange, King, and Duke in the retail/
office core, and below Harbour Street.



-18-

Harbour Street itself, after many years of disruption caused by the Harbour Street Sewer
project, is now showing signs of a major turnaround. Most of the buildings in the two blocks
immediately east and west of King Street are in advanced stages of rehabilitation or are
completed, and the five building ICD complex at the far east end of Inner Kingston, at more
than US$3 million, represents the largest recent private investment downtown to date since
the Project began. KRC’s activities in restoring 38-40 Harbour Street and the JamBar
building (located between the ICD complex and the King Street corridor) had earlier helped
improve the investment climate along Harbour Street. The imminent completion of the
Harbour Street Sewer project, the leveling and repaving of the roadbed, and the demolition
of abandoned and burned out buildings along the street (all to be completed by early 1995)
suggest that private investment activity will now spread furth.er along Harbour Street. As
well, ICD plans further buildings and development of the Breezy Castle Park within the next
year.

Traffic signals have been installed at critical intersecticns on Harbour and Port Royal Streets.
The Rural Bus Terminal is operational. The West Kingston Markets project, which remains
uncompleted, is however a major source of concern to downtown interests. The partially
completed structures are unsightly and serve as a symbol of the area’s inability to pull itself
together into a completed, safe whole. The failure to complete the markets project also
results in an exacerbated physical problem—the higglers who were expected to use these
facilities instead conduct their business in the streets bordering the uncompleted buildings,
thereby causing a scene of total congestion, confusion, and lack of safety throughout the area
west of upper King Street and St. William Grant Park.'

Two setbacks to Inner Kingston in the last year have been the cessation of operations of the
Jamaica Railway system and the Oceana Hotel. The resultant closure of the Jamaica Railway
Station and of the only downtown hotel have some detrimental impact to both economic and
Jjob generation activity and morale downtown.

Besides the ICD complex on Harbour Street and some individual private buildings scattered
throughout the area, no large scale “signature” private projects of institutional investment
grade have been undertaken downtown since the late 1970s. Industrial redevelopment has
been limited: while KRC in the late 1980s undertook the rehabilitation and retenanting of
three industrial complexes on the east and west edges of Inner Kingston (Machado, Denoes
& Geddes, and the Knitting Mills) there has been no comparable follow through by other
private sector entities to develop industrial buildings. The characteristics and impacis of the
principal KRC sponsored development activities are summarized in Attachment A

Residential development activity in the form of either new construction or substantial
rehabilitation has not occurred in the downtown area since the Project began. The result has

'Initiation of the West Kingston Markets project and dynamic policing activities were successful in moving
the higglers west off lower King, Princess, and Orange Streets. However, the original design concept for the
West Kingston Markets has proven to be unworkable and a viable new approach has neither been adequately
conceived nor funded.
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been that the residential areas, as well as commercial areas outside of the core Streets
discussed earlier, have seen neither discernible private investment nor physical improvement
of infrastructure. Furthermore, there has been no tangible development activity of any kind
along the entire length of the waterfront lands controlled by UDC.?

Notwithstanding the above, the overall appearance of Inner Kingston has significantly
improved since 1986. There are definite signs of heightened and heightening economic
activity, physical upgrading, and public infrastructure improvements along key commercial
corridors.

B. Economic Activity: A Revival and Strengthening of Traditional Roles

Downtown Kingston plays important roles in Jamaica’s economy and in the daily life of
its people. Its most significant function remains that of being the major trade and commercial
center for the majority of the country’s population, particularly the lower and middle income
population. The West Kingston Markets area—and the vast array of shops, establishments,
and small service businesses extending from the markets over to and including King Street
and Si. William Grant Park—form the commercial/retail core of the entire country. Very few
vacarcies exist throughout this part of Inner Kingston. The stores and the quality of goods
they carry are slowly upgrading, generally in line with improvements in the national
economy.

While Inner Kingston is extremely dynamic and critical to the well being and development of
the country, it is not particularly appealing to nor patronized by the upper classes. Downtown
business is carried out in establishments that are very simple in appearance and amenities,
located on streets that are quite crowded and chaotic. Inner Kingston has not been, and is not
presently, in a position to attract the upper middle class specialty shopper or typical tourist,
but this inability should not be used as a measure of its success or economic vitality. At the
same time, numerous cultural amenities do attract the middle and upper income groups to the
area. The Ward Theztre, the National Gallery of Art, the Institute of Jamaica, the crafts mar-
ket, and the Bank of Jamaica Money Museum are a few examples of the major attractions.

Inner Kingston has fortunately succeeded in retaining the legal community of Jamaica,
centered along Duke Street. This important economic base was almost lost to New Kingston
(the suburban area where most new commercial development is concentrated) in the 1980s; if
this had occurred, it would have almost certainly signaled the end of any significant office
function downtown. Instead, the Supreme Court and the lawyers have remained and now are
becoming a significant generator of growth. Over 500 lawyers presently have offices in the
area and firms are expanding. As the legal profession grows and modernizes, it typically
supports and attracts associated professional business services such as accountants; business
consultants; and office, travel, and financial services.

*UDC developed plans for a major office tuilding (the “BoJax” Building adjacent to the existing Bank of
Jamaica building) but has been unable to find a developer or financing to construct it.
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Other than GOJ, which is expanding its presence, most of the other downtown businesses are
small and diverse. There are very few private employers left in the area of a sufficient size
to have a major negative impact on the economic base downtown were they to individually
contract their operations due to downsizing. takeovers, or other exogenous business related
reasons. On the other hand, because of their prestige, a significant expansion downtown by a
number of these players would collectively have a very positive impact on perceptions and
attitudes toward the area. One of the largest private employers, ICD, is in an expansion
mode, but its actions have not yet led others to make investments of a similar magnitude.
ICD’s willingness to invest downtown may relate in part to its entrepreneurial character and
the commitment of its senior executive staff to the area. Important investments have been
made, however, by Bank of Nova Scotia; Grace Kennedy; and Myers, Fletcher and Gordon.
Also, major financial firms such as Victoria Building Society, Life of Jamaica, and Bank of
Nova Scotia are beginning to make additional real estate investments and open branch offices
or relocate subsidiaries or affiliates downtown.

The industrial sector in the downtown core has two major components. One component
(consisting of textile manufacturers and some electronics, packaging, and distribution
activities) owes its location downtown directly to KRC’s creation of space in the rehabilitated
and repopulated industrial complexes under its control. A substantial number of the 2,500
employees in these complexes live downtown, and the enterprises in the complexes comprise
the major opportunity for downtown residents to obtain factory employment.?

The other component of industrial activity is small scale (“micro enterprise”) manufacturing/
craft operations scattered throughout the residential areas, concentrated on such items as
firniture and shoes. These enterprises most frequently are found in the fronts or yards of
residential structures; they employ family members and, sometimes, several additional
employees.

C. Government Sector Relocations Downtown

The large scale movement of GOJ offices out of Inner Kingston in the 1970s and early
1980s played a major role in accelerating the area’s decline at the time. Over the past ten
years, beginning with the above mentioned decision to retain the Supreme Court downtown
in the mid 1980s, the GOJ sector has become increasingly important in sustaining the
downtown revitalization. KRC was an influential promoter of relocating government offices
downtown. Several major government agencies have returned downtown, reversing the trend
of flight in the 1970s and early 1980s. The Planning Institute of Jamaica and the Accountant
General have returned downtown in the past five years, bringing jobs with them and
providing a base for supporting business services. The Ministry of Public Service is planning
to return in the near future (but unfortunately it will occupy the area’s only hotel, the
Oceana). Due to high rent differentials with New Kingston and GOJ’s expression of support

JAbout two thirds of all factory employment held by downtown residents is at these three KRC locations,
per George Peterson, “Monitering Report: Inner Kingston Development Project,” Urban Institute, December
1994,
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for Inner Kingston, up to 275,000 square feet of additional government office space users
(representing over 1,000 employees) could relocate downtown within the next five years.*

Aside from the significance of these relocations in terms of direct numbers, the growing
presence of GOJ downtown is important in terms of demand for support services and in
attracting people doing daily business at government offices. As well, the stability and
commitment of a large scale government presence sends a positive sign to other investors
who may still be undecided.

D. Social Problems and Negative Impacts on the Economy of Downtown Kingston

In Inner Kingston there are approximately 6,000 very low income residents struggling to
survive in a highly politically polarized community amid high unemployment and underem-
ployment; they suffer from poor living, housing, and environmental conditions. Low educa-
tional and skill levels are combined with a high percentage of female headed households.

These conditions foster domestic and street violence and robbery. Incidences of robbery
target both local residents and those who commute to the area for work. The police have
been ineffective due to key residents’ general feeling of distrust for the police and the fact
that the police tend to ignore many types of illegal activity. Significant and visible improve-
ment in the social and economic advancement of the residential community is imperative for
the success of KRC’s mandate to revitalize downtown Kingston.

The revitalization of Inner Kingston is dependent on improvement in the social and economic
advancement of the people who live in the area. The social problems which are an obstacle
to total development of downtown Kingston are both perceived and real. Perceived problems
are seen in the opinions of potential investors and workers. The real problems are experi-
enced daily by the people living in the area or who are targets of robbery or harassment.

Major economic problems still exist downtown. The median income earned by the principal
income earner in the area’s households is approximately J$1,800 per month (US$56)°, while
the minimum monthly income to feed a family of three has been estimated by the Ministry of
Health at J$3,222 ($100).° Unemployment is high for both men and women, and a high
percentage of those who are employed report that they are engaged in casual and intermittent
labor. Many of those who claim to be employed are higglers (i.e. street vendors) who have
small stalls on the road side or in their yards, and many earn less than the median income
stated above. Many of those who are unemployed or underemployed are also unskilled but

‘G.T. Kingsley, “Public Office Space and Downtown Revitalization,” Urban Institute, April 1991; and J.
Christopher Walker, “Financial Feasibility Analysis, Downtown Kingston Waterfront Development,” Urban
Institute, July 1994,

’George Peterson, op. cit., page 15.

SNutrition and Dietetics Division, Ministry of Health, April 1994,



-22-

would rather work for themselves than take on factory work, which is viewed as involving
very poor conditions.

Revitalization efforts were hindered by years of crime and violence occurring in the im-
poverished neighborhoods abutting the Inner Kingston Project Area. KRC realized that down-
town Kingston’s potential for tourism and external investment was severely threatened by this
environment and pledged itself to stabilizing these communities.

Years of political patronage by the representatives of the two major political parties have not
only polarized the community into Tel Aviv area supporters of the PNP and South Side sup-
porters of the JLP but have also created high expectations with respect to jobs and housing.
Although nationally the general policy of both parties seems to be withdrawal from this kind
of politics (which has not led to widespread social and economic improvement of the poor),
political divisions still thrive in downtown Kingston and remain a source of violent discon-
tent.

For example, during the 1993 parliamentary elections between PNP and JLP candidates,
KRC performed a pivotal role in mobilizing local residents and comrnunity organizations to
convince the political parties to renounce violence. This PNP/JLP Peace Accord accounted
for the reiative lack of violence in the Project Area during the elections.

These real social problems are the target of KRC's Community Development Department.
The Department has developed and implemented a number of programs designed to encour-
age self improvement, reduce political conflict, and encourage local economic development.
Persons interviewed reported that these programs have so far made a significant impact on
youth education, caused reduction of crime, and improved access to health care. These
changes are only the beginning of the community based improvements which are vital for the
revitalization of Inner Kingston. Furthermore, USAID’s RHUDO has proposed that a Net-
work of Urban Community Based Organizations (NUCO) be considered as a precursor to a
new, larger scale USAID project to coordinate and assist NGOs.

Today New Kingston, Montego Bay, and Ocho Rios are all experiencing significant increases
in crime and violence. Tourism and external investment are at risk. The positive results of
KRC’s community development efforts in providing mechanisms for a stable environment
have led KRC to expand the Project Area to include Jones Town. Due to KRC’s successes in
stabilizing volatile communities through their citizen-based activities, the consultants
recommend continued JSAID support for KRC community development efforts.

E. Attitude: Toward Downtown Kingston

Attitudes about downtown Kingston diverge depending upon the location and interests of
the person concerned. Inner Kingston’s small and medium size business interests (merchants,
business services, lawyers, etc.) generally see the downtown area as a viable and growing
artivity center and are concerned with pragmatic issues of getting it to function better. Their
focus includes such day to day survival issues as improved safety for both businesses and
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customers, getting better access and parking, lessening of traffic congestion, keeping trash
off the streets, and keeping the higglers confined to certain areas. These enterprises are
familiar with the opportunities available downtown and are making incremental investments
to support and improve their existing businesses.

The upper middle and upper income residents of New Kingston, Constant Springs, and simi-
lar suburban areas do not consider downtown Kingston as a place in which to work, invest,
or recreate. There is little there of any interest to this “New Kingston crowd,” insofar as
Inner Kingston has not had any relevance in their lives for perhaps the better part of two
decades. Their view of Inner Kingston is essentially founded on theory rather than direct
experience and their interest in Inner Kingston is restricted to its symbolic potential. These
suburbanites have no nostalgia for the past glory of downtown Kingston and are definitely
skeptical that it will ever have any real utility for them or provide them economic opportuni-
ties. Moreover, this group retains a negative perception of Inner Kingston as unsafe,
rundown, chaotic, and dirty. They do not believe that the downtown area presents investment
opportunities as good as those available in the suburbs, the tourist areas, or off-shore.

However, based on interviews for this evaluation and other reports, there is a general
acknowledgement by this group that Inner Kingston has essentially turned the corner and is
no longer in danger of being abandoned.” As a result there is latent support for Inner
Kingston, and the interest of these investors could be stimulated further if more pieces of a
positive downtown evolution scenario fall into place: for example, yet more government
office relocations and the locating of the United Nations Law of the Sea Secretariat down-
town.

All of the business groups, regardless of their orientation or location, believe that a viable,
healthy Inner Kingston will depend on the support and goodwill of the neighboring residential
areas. Two factors are at work in engendering this belief. First, the significant crime levels
against both person and property that continue in the core are attributed to the poverty in the
proximate neighborhoods. Second, the history of politically based violence in the 1970s has
taught everyone how volatile the situation and gains downtown would be in the absence of
cooperation with the residents and an improvement in their opportunities and conditions. In
this regard, the role of community development activities has been cited by almost everyone
as critical to ensuring and furthering the gains downtown. KRC has achieved very high levels
of credibility with both residents and businesses in its capacity of supporting community
development activities and obtaining the goodwill of these communities.

"However, an Urban Institute survey conducted in the spring of 1994 found that the majority of downtown
business owners and managers interviewed (62.7 percent) thought that general conditions downtown had
worsened since 1990. This may result from the manner in which respondents were selected and general frus-
tration with economic conditions in Jamaica. See George Peterson, op. cit., page 14.
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F. Increasing Government Support of the Downtown Restoration Process

Participation of GOJ and in particular UDC was an important part of the Project design.
It was recognized that the policy and financial support of GOJ were needed to establish a
healthy investment climate. Early on in the history of the Project KRC sought to engage the
Office of the Prime Minister in a dialogue on Inner Kingston’s future and to convince GOJ to
enact a financial incentives package to encourage investment downtown. It also became evi-
dent that government was a major occupant of office space and that the relocation of govern-
ment offices downtown could be a major stimulant to the real estate market. A 1991 Urban
Institute study estimated that GOJ occupied 275,000 square feet of expensive office space in
New Kingston. If GOJ relocated 148,000 square feet of space downtown it cou.d save J$29-
40 million annually.

The first major breakthrough for KRC came when GOJ asked for KRC’s assistance in
rehabilitating the Gold Street Policr Station and Public Buildings West (GOJ’s major office
complex on King Street which had become derelict and was largely vacant). KRC’s success-
ful completion of these projects and use of innovative financing schemes gave KRC important
credibility with GOJ.

KRC’s efforts to promote Inner Kingston with GOJ have borne results. The Prime Minister
has announced a tax incentive package for investments downtown. The Prime Minister has
assigned his Minister without Portfolio, Dr. Peter Phillips, the role of establishing a Task
Force for Downtown Improvement. The Task Force will attempt to coordinate and facilitate
public and private sector activities and is tangible evidence of GOJ’s commitment to Inner
Kingston. Government has lent its strong support to the establishment of the Downtown
Kingston Management District (DKMD), an effort by the business community to establish a
special service district to improve safey, and public service delivery.

G. The Status of Revitalization

The evidence cited above indicates a series of real gains and achievements in Inner King-
ston over the past decade. Of paramount importance, Inner Kingston has in that time gone
from almost suffering total abandonment by GOJ, the legal profession, and a major portion
of the commercial/retail sector to a diversified turnaround that appears to be on the verge of
becoming an active, self sustaining market. Key economic generators are in place and grow-
ing. Heightened levels of private real estate development activity are manifesting the under-
lying healthy growth patterns.

The turnaround is being supported by a diverse and numerous base of small entrepreneurs
and is thus more secure than if it were in the hands of a few large players. Nonetheless,
detrimental socioeconomic conditions in the bordering residential areas probably remain the
single largest threat to the sustainability of the Inner Kingston revival, due to the negative
effect that increased levels of crime or politically based violence could have on the reality
and perceptions of activity downtown. There is still widespread skepticism regarding the sus-
tainability and strength of the Inner Kingston revival, particularly among the major business
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and investment decision makers, and there remain fundamental questions as to whether in-
vestment returns downtown will be competitive with other opportunities.

The role of KRC, first in physical development activity, and more recently in overall down-
town planning and community development activities, has been critical in nourishing the
turnaround. A sudden collapse of KRC or too rapid a diminution in its activities at this
critical juncture would undermine confidence in the trends downtown just as they appear to
be coming to fruition.

II. INNER KINGSTON DEVELOPMENT PROJECT RESULTS

Figure 3 summarizes the direct and indirect successes and the missed opportunities and
unresolved problems of the Project. In addition to the foregoing summary analysis, other
actions, results, and effects of the Project were judged to be successes based on interviews
with persons knowledgeable about the condition of downtown Kingston before and after the
Project was inaugurated. Particularly noteworthy are the changes iu perception, attitude, and
expectations about investment opportunities downtown. These are discussed in other sections
of the report. A number of missed opportunities and unresolved issues identified can yet be
rectified; others are not subject to resolution or remediation because of circumstances of the
times and/or because they no longer are deemed suitable for the capabilities of KRC.

A. End of Project Status and Problems in Measuring Results

USAID’s end of Project status expectation was summarized in the Phase II Project
Paper:

At the end of Phase II (i.e. 10 years after the beginning of the Project) the major disincentives to private
investment would have been eliminated or mitigated and healthy market conditions would have been re-
established downtown. As a result of KRC funded efforts, many residents will have improved job skills

and gained better access to various social, educational and health services.

This expectation of the conditions that would exist by 1996 is not intended to suggcst that downtown
would be fully redeveloped by the PACD or that all major constraints would be eliminated. Nevertheless,
by the end of the Project, KRC would have established an environment in which private market forces
were active, the revitalization process was self sustaining and economic growth was occurring. The
private sector would no longer need large infusions of KRC financial or technical assistance to encourage
development. Areas of blight and abandoned properties would have been eliminated. Strategic commercial
properties and job generating factory complexes would have been rehabilitated and occupied. An agenda
for growth and development would have been defined in a plan for downtown.

Abt Associates evaluated Phase I of the Project in 1989, and periodicaily the Urban Institute
has commented on various results of the Project. Abt’s principal finding was that USAID had
substantially underestimated the time and resources that were required to successfully under-
take a project of such magnitade and complexity.

Because the Project is a multi-dimensional and complex urban economic development
initiative, by nature it does not readily lend itself to evaluation. The Project has numerous
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FIGURE 3
SUMMARY OF THE INNER KINGSTON DEVELOPMENT PROJECT:
STRENGTHS AND WEAKNESSES

Direct and Indirect Successes

Missed Opportunities and Unresolved Problems

Completed Development Projects

Packaged Real Estate Deals and Assembled
Land for Development

Leveraged Grant Programs
Improved Streetscapes
Attracted/Induced Private Investment
Developed Industrial Space
Promoted Creation of DKMD
Created Jobs, Direct and Indirect
Obtained Corporate Tax Exempt Status
Increased Community Pride

Created Teen Center

Created YESS Program

Created Health Clinic

Created Job Skills Bank

Obtained Funding for Community Develop-
ment Programs

Rehabilitated Public Buildings West

Sold Community Bonds for Gold Street Police
Station

Renewed Interest of National Government in
Downtown Office Relocations, Tax Incentives,
and Future Investment

Completed Long Range Downtown Kingston
Development Plan: Vision 2020

Maintained Political Neutrality

Improved Image of Inner Kingsion and Re-
versed Attitudes Toward Future Development

Completed Rural Bus Terminal
Completed Harbour Street Sewer Line
Completed Harbour Street Pumping Station

KRC

*  Development Projects Not Recycled at Planned
Pace

*  No Major Private Office Buildings or Signa-
ture Projects Constructed

* Not Able to Realize Projected Rates of Return
on Its Investment

*  Has Not Attracted Financial Contributions
from the Private Sector as Desired

*  Not Able to Fully Develop In-House Real
Estate and Finance Staff Capacity

*  Has Not Achieved Self Sufficiency Based ox
Operating Income

*  Sufficient Capital Base from Project Profits
Has Not Been Generated

*  Balance Has Not Been Completely Achieved
Between Physical Development, Community
Development, and Provision of Comprehensive
Economic Development Services

uDC

*  Protracted Delays Occurred in Completion of
Harbor Street Sewer

*  Did Not Complete Secondary Water and Sewer
Lines

®  West Kingston Markets Project Terminated
* Did Not Build Urban Bus Terminal
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objectives, many of which are in conflict with one another. USAID encouraged the imple-
menting agencies to undertake a diverse set of initiatives and activities in the belief that all of
them were important to the overall Project goal.

At the time the Project was designed, USAID recognized the importance of establishing
quantifiable indicators to measure the effectiveness and impacts of the Project at various
points in time. The Logical Frameworks for Phase I and II summarize the expectations of the
Project and some of the principal inputs and assumptions that undergird the outputs. There
was, however, extensive debate within USAID and with its consultants about how best to
measure Project success and impact. The indicators that were chosen were judged reasonable
and appropriate but, at the same time, incomplete and illustrative at best. Determining cause
and effect relationships and the extent of the impacts of the Project were recognized as
challenging research. This evaluation has chosen to examine both the USAID indicators and a
broader set of standards and measures to determine the success of the Project.

Comparing outputs with design expectations provides only a narrow perspective on the
results of the undertaking because over the past eight years the Project has been redesigned
regularly, both strategically and tactically, in response to changing circumstances and unfore-
seen events and because many of the most positive outcomes were never recognized in the
design objectives.

In some respects, unanticipated events have challenged the basic design assumptions of the
Project. For example, the macro-economic environment of recent years was r.ot anticipated
in designing the Project and has been a serious constraint to its successful implementation.
The unprecedented shock of currency devaluation, the drastic decline of the stock market,
high interest rates, and the extraordinary return available from GOJ Treasury obligations
(more than 50 percent per year) in recent years have had a major impact on investment deci-
sions and the availability of resources for real estate investment not only in Inner Kingston
but throughout the country. As a result of these economic circumstances, some of the largest
real estate investors in Jamaica have encountered serious financial problems in recent years.

Figure 1 (see the Executive Summary) summarizes the indicators that were assigned to the
Project and summarizes the progress achieved to date. The figure shows that USAID
identified three types of indicators: (1) general indicators of success, (2) KRC milestones,
and (3) UDC milestones. While the Phase I Logical Framework postulated these results
would be achieved within the initial 39 month period, USAID recognized at the time that
many of the outputs and impacts could only be achieved over a longer period of time. While
the USAID indicators are useful for management and monitoring purposes, they fail to cap-
ture the full scope of the Project, particularly results that do not lend themselves to easy
quantification.

B. Assessruent of Tangible Outputs

The following summary of specific measurable outputs is based on the Phase I and Phase
IT Project Plans.
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1. Industrial and Commercial Development

The majority of KRC funds were to be invested in industrial and commercial rehabi-
litation projects which would change the face of Inner Kingston, show that private investment
was once again taking place, and provide space for job generation. As Figure 1 shows, KRC
was to produce 325,500 square feet of industrial space and 75,500 square feet of commercial
space.

KRC’s initial projects were industrial, but because of many factors including the changing
demand for such space, the rent levels that industrial users could pay, competitive GOJ
industrial space programs, and the lack of suitable properties for industrial uses, KRC has
not developed any new industrial projects since 1988.

KRC has exceeded its commercial rehabilitation goal. The demand for office space is strong
and market conditions make providing such space feasible. While the original commercial
space targets assumed users would be private companies, in fact GOJ has also become an
important tenant for commercial space. As noted in other sections of the report, GOJ is
beginning to move government offices downtown because of cost considerations. The
opportunity to move more GOJ offices downtown is promising.

In Phase I KRC focused largely on developing its own projects. In Phase II the notion was
that KRC would shift its role to facilitating deals for other private investors. The Strategic
Investments projects component in Phase II was to finance such developments. The extreme
adverse economic circumstances in the early 1990s, KRC’s limited technical capacities, and
the complexity of the transactions all contributed to KRC’s inability to complete a Strategic
Investment project. Now that the market is improving, however, KRC is completing two
projcets and is pursuing several other projects that may turn out to be feasible.

Not reflected in the indicators are many important development achievements which need to

be given consideration:

* KRC has helped facilitate private investors. For example, KRC assembled several large
tracts of ‘a1 which were sold to the ICD Companies and are now being improved with
first class office space.

* KRC was able to convince UDC (e.g. 38-40 Harbour Street) and GOJ (JamBar Building)
to lease buildings to KRC for rehabilitation. KRC has successfully sold these buildings
to other owners.

* A substantial portion of KRC's real estate capacity was used to complete the rehabilita-
tion and financing of Public Buildings West, which has made an important impact on
Inner Kingston.

® KRC has been able to develop important and innovative real estate financing and proper-
ty sales arrangements that have been essential factors in the projects KRC has developed.

As mentioned elsewhere, KRC’s development program was slowed during the years 1991-93
partly by economic circumstances beyond its control. These conditions were a major con-
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straint to furthering the objectives of the Project. Improving economic circumstances, by
contrast, should help to facilitate implementation of the Project.

Despite all of these successes, KRC has not been able to develop adequate in-house capacity
to plan, develop, finance, and manage real estate transactions. KRC also has not been able to
rigorously evaluate the feasibility of projects and, consequently, has expended scarce resourc-
€s on some projects that are not economically or financially feasible. KRC at times has not
fully recognized the time value of money or the legal problems and constraints to timely
development. On the other hand, real estate skills are in short supply in Jamaica and KRC
cannot compete financially with private sector firms. Over the last year KRC has demon-
strated it can develop profitable projects on its own.

The Urban Institute and RHUDO staff have provided continuing and valuable real estate and
financing technical assistance to KRC; its absence during the period 1991-93 contributed to
the Project’s slowdown. KRC can continue to benefit from technical assistance, and ways for
KRC to have regular access to such expertise in the future need to be explored.

2. Restoration Grants and Demolition Programs

The Restoration Grants program was designed to provide financial incentives to
small private property owners to encourage widespread and visible property rehabilitation.
KRC awarded grants to approved applicants to carry out a variety of exterior improvements
from simple “paint up, fix up” projects to extensive exterior rehabilitation work. Grants
normally could not exceed 20 percent of the total cost of the improvements or J$200,000,
whichever was less, but on an experimental basis small grants of up to 50 percent of the total
cost were made. The program was used extensively in conjunction with the King Street
infrastructure upgrading program. KRC designed a simple, straightforward application and
implementation monitoring system. Grant amounts were fixed regardless of actual cost, and
KRC did not pay out its granis until projects were completed and inspected.

The program was extremely popular and the grants generated extensive private investment.
For each dollar KRC provided, the private sector invested nine. KRC assisted 51 projects
and made grants totaling J$3.7 million; this in turn led to J$24 million of private investment.
The program was particularly active in 1988-91. No funds were earmarked for Restoration
Grants in USAID’s Phase II budget under the assumption that reflows would finance the
program. This did not turn out to be the case, as after 1991 only four grants were made
because of lack of funds.

The results of this program far exceeded the original design objective set for it. The goal of
100,000 square feet of refurbished space was exceeded by 155 percent. A list of the charac-
teristics of each grant is provided in Attachment B.

The Building Demolition and Open Space Program was designed to address the problem of
vacant, vandalized, and ruined buildings in Inner Kingston. These buildings were eyesores,
discouraged investment, and posed a hezalth hazard. The Kingston and St. Andrew Corpora-
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tion (KSAC), the local government, had the authority to demolish these buildings and place a
lien on the property for the cost of demolition, but lacked the technical and financial capacity
to do so. Phase II provided funds for KRC to demolish the buildings on the behalf of KSAC
and where possible, improve the site with landscaping or a parking lot.

Designing the program proved to be more of a challenge than anticipated because of the time
it took for GOJ to re-delegate the authority to demolish unsafe structures to KSAC and the
I:gal issues raised by a private entity carrying out a public purpose on behalf of a govern-
ment agency. Designing an arrangement satisfactory to all parties took an extended period of
time. The first project was completed in November 1994.

While no explicit indicator was identified for this program in the Logical Framework it was
expected that 100,000 square feet of buildings would be demolished. To date buildings total-
ing 39,210 square feet of area have been demolished. Now that the system is in place the
program should be able to increase the pace of its activity to meet its target.

3. KRC Infrastructure Elements

As the Project evolved KRC realized that Inner Kingston would benefit from a
systematic, coordinated property and public improvements program which would have a
dramatic visual impact on key street corridors and be of a scale to impress potential
investors. King Street was the logical demonstration site. Funding for such an activity had
not been included in the Project design. KRC was able to convince UDC and USAID that
UDC’s grant funds to upgrade streets and sidewalks could be most effectively spent on King
Street. Consequently, during Phase I US$682,000 of grant funding was transferred from
UDC to KRC. KRC combined these funds with Restoration Grants program funds and
embarked on a comprehensive upgrading program for King Street. This initiative is discussed
in detail in the Urban Institute’s April 1991 report on the Project.® The program proved to
be complex and difficult to implement but successful in terms of involving property owners
and upgrading building facades and public spaces. It led to a similar, though less ambitious,
effort on Duke Street. Many civic leaders Jjudge these programs as KRC’s most successful
undertakings.

No indicators were developed for this program element, but its success is evidenced by
KRC’s ability to convince most property owners to upgrade their buildings and, in the case
of Duke Street, to contribute half the cost of the public improvements. Other parts of this
evaluation comment on the economic vitality of both streets.

’G.T. Kingsley, George Peterson, and Jeffrey Telgarsky, “Inner Kingston Development Project Final
Report,” Urban Institute, December 1991,
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4. UDC Infrastructure Elements

The UDC part of the Project encountered many problems and by any measures of
success must be judged wanting. Major elements of the original Project were abandoned, and
those that were completed were completed far behind schedule and at far higher costs than
originally estimated.

Table 8 compares the original project budget with actual expenditures. The Rural Bus
Terminal was completed several years late at a cost of 55 percent more than originally
budgeted. The Urban Bus Terminal was never built because of cost overruns on the Harbour
Street Sewer project and lack of GOJ budgetary resources. The sewer is expected to be
finished in December 1994, seven years behind schedule and significantly over budget. The
traffic signals have been installed. UDC did not make any of its land effectively available for
development (a Logical Framework output added in Phase II), although UDC has made
properties under long term leases available to KRC. During most of the eiglit year Project
period UDC did not play the leadership role in promoting downtown renewal that had been
anticipated. UDC’s performance is described in detail in the Urban Institute’s final report on
the Project.’

There are a host of reasons for UDC’s lack of success. Some events were outside UDC’s
control and others were internal to the organization. The former include Hurricane Gilbert in
September 1988, which diverted UDC staff to other tasks; the change of government in
1989, which led to a reassessment of all UDC projects; the lack of timely engineering
consultant support, which delayed project design and contracting activities (because of
competition from other work); the special challenge of building a new trunk sewer in the
downtown core; and the delays caused by having to fix pipes with defective seals that the
National Water Commission had donated to the Project.

Internal problems include UDC’s failure to exert effective management coutrol over the
design, implementation, and financing of each project element; serious problems with
construction contractor performance due to the nature of the sewer work; the political
difficulty in working downtown, poor financial management practices by the contractors; and
the failure to work out financing arrangements with USAID to provide for timely flow of
funds to UDC and its contractors.

The difficulties UDC encountered with the Project and its inability to complete the West
Kingston Markets project also have impacted the success of the Project. The time it took to
complete the Harbour Street Sewer and the disruptions it caused for the Harbour Street
corridor clearly had a negative impact o1 investment decisions downtown. The site for the
Urban Bus Terminal was acquired but never used and remains today a blighting influence on
surrounding properties. UDC’s inability to complete the West Kingston Markets project and
fully utilize the loan funds provided by IDB has affected its ability to solve the problems of
higglers operating on the street rather than in the Markets.

°G.T. Kingsley, George Peterson, and Jeftrey Telgarsky, op. cit.



URBAN DEVELOPMENT CORPORATION
PLANNED PROJECT ELEMENTS
INNER KINGSTON DEVELOPMENT PROJECT PHASE I

TABLE 8

(US$000)
Project Paper Budget Actual
USAID USAID USAID USAID
Total Grant Loan GOJ* Total Grant Loan GOJ*
Transportation Terminal 5,574 - 2,574 3,000 2,218 319 1,899 NA
Water & Sewer Upgrading 3,780 1,436 2,344 - 2,697 9 2,688 NA
Roads & Traffic Signals 1,354 989 82 283 180 180 - NA
Other Project Elements 1,407 225 - 1,182 399 399 - NA
Total 12,115 2,650 5,000 4,465 5,494 907 4,587 NA

*Denotes GOJ counterpart funding.

Sources: G.T. Kingsley, G. Peterson, J. Telgarsky, “Inner Kingston Development Project Final Report”; G. Peterson,

ment Project Monthly Report,” October 1994; and USAID MACS - PO7A dated 9/2/94.

NA =Not Available

“Inner Kingston Develop-

-ZE-
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The Logical Framework indicators used for UDC were simply milestones rather than qualita-
tive or numeric indicators of success (except for the water and sewer lines and road and
sidewalk improvements, but these activities were dropped from the Project). Consequently,
they are not very relevant because they do not measure the degree of success achieved.

5. Other Project Outputs

Other outputs are important to examine in assessing the success of the Project. They
include the Downtown Plan, the technical assistance provided to KRC and UDC, and the
research and monitoring activities that were undertaken.

a. Downtown Plan

In Phase II USAID agreed to finance a new Downtown Kingston Development
Plan (DKDP). The DKDP was judged important because there was no overall plan for Inner
Kingston, and UDC’s plan for the waterfront was outdated and did not reflect current market
conditions. In 1992 with USAID funds, KRC hired Strategic Planning Group, Inc., of Jack-
sonville, Florida, to prepare the DKDP. The DKDP, entitled the Vision 2020 Plan, was
completed in 1994. It provides a detailed history of Kingston, examines alternatives, and
proposes a variety of projects to further the revitalization effort.

The DKDP had significant public and institutional support. Five key sponsors participated in
the consultant selection and planning process: UDC, Town Planning Department, KSAC,
Jamaica Chamber of Commerce, and KRC. which served as the DKDP project manager.
This widz sponsorship enabled the planning consultant to obtain a consensus on the future of
the downtown area.

A broad-based DKDP Steering Committee was established that included representatives from
GOJ, parastatals, and a wide range of private sector interests. The Steering Committee
divided into a number of working groups tc consider specific details of the plan. There was
also extensive community participation involved in the DKDP planning process. KRC
conducted over 50 public hearings on the plan. All major interest groups were consulted,
including, for the first time in Jamaica, residents in the impoverished communities.

These efforts to achieve consensus and support have paid off. Now, the Town Planning
Department has indicated it will make the Development Order for the downtown area
conform to the plan. The Minister for the Environment and Shelter is actively promoting the
DKDP, and consequently GOJ has pledged to prepare a Green Paper for official consider-
ation.

Completion of the Plan is one of the USAID indicators of Project success. The DKDP has,
however, not been approved by UDC, although UDC was actively involved in its develop-
ment. Such approval in some form remains important if the DKDP is to be implemented by
the organizations that created it.
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b. Technical Assistance and Training

Technical assistance and training were envisioned as an important part of the
Project. The assistance was 10 provide essential technical support to UDC and help build the
institutional capacity of KRC. The primary provider of technical assistance has been the
Urban Institute, which was selected by USAID as its management and monitoring contractor
in 1987. The RHUDO also has provided important assistance to KRC and UDC.

The Urban Institute has helped KRC on numerous tasks including designing its projects,
setting up financial and management systems, preparing feasibility and analytic studies, and
providing management oversight and strategic planning. The Urban Institute provided
“hands-on” training to KRC staff in such skills as real estate development, econcmic
analysis, proposal preparation, and project reporting. Urban Institute assistance has been
central to KRC’s success. At the same time, the question needs to be raised about the extent
to which the Urban Institute assistance has resulted in a self sufficient, technically capable
KRC. Clearly questions remain because KRC remains an organization that has limited techni-
cal developmental skills and that is overly reliant on its executive director for direction and
decision-making. Despite these organizational and management limitations, KRC has become
over the course of the past eight years a respected, competent, non partisan organization with
demonstrated success in many areas. It has the confidence of large segments of the private
sector, GOJ, and the donor community. The Urban Institute deserves credit in part for those
achievements.

Some training has been provided to KRC and UDC staffs on such topics as property manage-
ment, real estate development, ard bond financing. Study tours to Miami to observe inner
city development, to Boston and Baltimore to study redevelopment techniques, and to
Philadelphia to learn about downtown management districts have taken place. Participants
indicated these tours were useful and relevant to the problems of Kingston. Indeed, these
observational tours of Urban Revitalization Programs in tie United States had a very
constructive result. The “Lessons Learned” from this training experience initiated the
component of “critical mass” necessary to energize the business community to further accept
and participate in the redevelopment process.

Some Project funds have been used to finance USAID project management staff support. For
most of the eight years USAID staff have been active participants in Project implementation.
This is particularly the case with KRC where USAID staff have provided extensive advice
and assistance related to program design decisions, real estate development, and real estate
finance.

c. Research and Monitoring Activities

Project funds have been used to fund a wide range of studies and surveys to
develop an understanding of downtown business and economic conditions and track changes
over time. These research programs, mainly undertaken by the Urban Institute, were to be
used to make changes in the Project as market conditions evolved and to record changing
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conditions and attitudes. The research programs provide a comprehensive database on Inner
Kingston over the past eight years which has been used by USAID and KRC to make Project
policy decisions. These programs provide a good basis for quantifying the changes that have
occurred downtown since 1986.

C. Development of KRC’s Institutional Capacity

Establishing KRC as an effective organization was, in itself, a formidable accomplish-
ment. KRC had to set up a complete finance and accounting system that was acceptable to
USAID and master the rules and regulations for obtaining and accounting for USAID funds.
KRC staff had to learn the complexities of cash management and how to successfully invest
surplus cash. The fact that USAID financial audits have found essentially no issues or
problems is a credit to KRC staff. Working with the Urban Institute, KRC developed its own
procurement policies and regulations which were accepted by USAID. Detailed designs and
operating procedures had to be established for each program element and for the organiza-
tion’s personnel and compensation policies. USAID reserved the right to review and approve
the design of all programs and management systems and policies. A variety of legal issues
had to be resolved by KRC to enable it to function as a property purchaser, developer,
owner, and real estate property manager. Substantial effort was required to clarify KRC’s
legal status and obtain income tax exemption. Over the years KRC has extensively document-
ed its operations and sought to operate in a spirit of full disclosure to USAID and the KRC
Board. The successful evolution of KRC into an effective and respected organization
constitutes an important outcome of the Project.

D. Factors Limiting the Project’s Success

Several factors affected the Project and its ability to achieve its goals. Had these not
occurred, downtown progress would be on a more solid footing at the present time. These
limiting factors include:

1. Limited UDC Project Participation

It had been anticipated that UDC would be a more dynamic player in the renewal
process and would have completed more projects than it did. Projects originally anticipated
to be completed included an Urban/Rural Bus Terminal Complex, the West Kingston
Markets project, the “BoJax” Building (and/or its equivalent), and substantial infrastructure
improvements (water/sewer projects). Instead, only the Rural Bus Terminal is complete.

Equally as important as UDC’s projected physical development activity was the cooperative
role it was to play with KRC in dynamically designing, managing, and implementing an
overzll development strategy for Inner Kingston. UDC has significant technical, financial,
and political resources, as well as legal powers, available to further downtown development.
None of these have been used to their potential over the past eight years. The formalized
Joint planning that KRC and UDC engaged in during the early years of the Project (i.e. the
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Annual Planning Process) no longer occurs, and regular exchanges between KRC and UDC
staff are infrequent.

2. Problem of Sale of KRC Industrial Complexes

The Project Plan anticipated rapid development and sale of KRC development
projects. The projected time to develop and sell a project was projected to be one year to
eighteen months. Sale soon after completion was to achieve two objectives: (1) free up KRC
funds to be reinvested in subsequent rounds of revitalization projects and (2) demonstrate that
development opportunities existed downtown that could result in marketable and profitable
projects. Instead, KRC did not sell the projects it developed during the property boom of the
late 1980s and now has its capital tied up in some management intensive assets that will be
difficult to sell for several years at any sort of reasonable price. This experience undermines
one of the very points KRC was trying to prove: that downtown industrial investments could
be highly profitable.

3. Delay of the Harbour Street Sewer Project

The Harbour Street Sewer project was viewed as critical to resolving some key infra-
structure problems inhibiting the development of Harbour Street in particular and adjacent
areas tying into it. The delays in this project and the extended, messy construction phase
(Harbour Street has been torn up for five years) have been cited by many as a principal cause
of negative perceptions of Inner Kingston. Much economic activity was lost because of the
sewer construction and businesses actually left the downtown area because of it.

4. Failure of UDC to Complete the West Kingston Markets Project

Similarly, the West Kingston Markets project was expected to make a key contribu-
tion to the revitalization momentum of Inner Kingston. The failure to complete this project,
the lack of any plans for its future, and its present physical appearance have all contributed
to negative perceptions of Inner Kingston. Experience in U.S. cities confirms that a single
failed major project can easily break the momentum of downtown progress and the move
toward positive attitudes. !

E. Overall Assessment of Performance

When weighing the level of resources USAID provided and the results of the Project,
the overwhelming conclusion is that the Project has been successful in achieving its overall
purpose—helping to expand Jamaican businesses and reversing the economic and social
deterioration of downtown of Inner Kingston. Furthermore, it should be remembered that the

'®Undoubtedly, the problems with the sewer project and the West Kingston Markets, which both manifested
themselves after 1990, helped contribute in significant part to the deterioration in positive attitudes noted in the
1990-94 period, as described in the 1994 Monitoring Report on the Project. George Peterson, op. cit., Table
IL.5, page 15.
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Project’s successes have been accomplished during a period of great economic uncertainty
where exogenous economic factors added significant additional constraints to successful
implementation.

Clearly, there is much evidence to suggest that market conditions and attitudes, anc to some
degree social conditions, have changed for the better. Important infrastructure improvements
are in place, thousands of jobs have been created, downtown investment in buildings and
improvements is growing, the private sector is investing its own funds in the area, GOJ is
more interested in and actively involved in the fate of Inner Kingston, KRC is a major parti-
cipant in the decision-making process downtown, and the low income residential population
has received improved services. Nevertheless, the job of reviving Inner Kingston is far from
finished. KRC has not been able to do all the things it hoped to do, and it will continue to
require outside financial support. From a short term perspective UDC’s performance was dis-
appointing, but in the long run the new infrastructure facilities will be important assets for
the downtown area.

One way to evaluate the Project overall might be to ask whether USAID would be willing to
provide about $1.6 million dollars a year over ten years to achieve the wide ranging and
important results noted above that have been achieved by the Project. From almost any
perspective the effects of USAID funds are impressive, and Inner Kingston has changed
significantly for the better over the past eight years. USAID has obtained good value for the
funds it has provided.

IV.  ASSESSMENT OF THE VARIOUS ROLES OF THE KINGSTON
RESTORATION COMPANY

The evolution of KRC over the course of the USAID Inner Kingston Development Project
has paralleled, in most respects, the evolution throughout much of the world (and in the
United States in particular) of economic development as a comprehensive public/private
sector collaborative endeavor.

Increasingly, tne private sector understands and accepts the necessity that government at all
levels play an active role in providing a variety of services and physical systems essential to
economic growth but generally not available through private market mechanisms. In like
manner, governments have accepted the essential importance of the private sector, acting
through market systems, as the principal generator of jobs (five out of every six jobs in
nearly all industrialized countries) and wealth.

Economies most able to provide jobs and opportunity are those that adopt and promote insti-
tutional mechanisms and regulatory processes and practices that recognize the interdepen-
dence of the two major sectors. Economic development is no longer perceived as just a phy-
sical development process focused on real property; nor can economic development programs
ignore any longer the importance of education and training, the social needs of a region’s
different communities, or the role of communications in keeping all segments of the commu-
nity informed about socioeconomic opportunities and needs.
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The status of KRC today must be assessed in light of this emerging understanding of
economic development. KRC has moved beyond its initial role as a promoter of private
investment, indeed, as a developer and owner of real property. Although that has been and
should continue to be an important function of the organization, other roles of necessity have
moved to center stage and are shaping the public/private economic development organization
of the future.

Figure 4 lists the primary roles that KRC is undertaking under the Project. They range from
promotional and coordination activities to management of large physical and social projects.
KRC’s roles as initiator, facilitator, and catalyst, although perceived and understood at the
inception of the Project, have grown way beyond anything originally anticipated, largely in
response to events and opportunities. This response has shaped KRC today into a multi-
faceted agency that at the same time is praised for its excellence, criticized for failing to do
more, and dismissed as a relatively minor player in the ongoing physical and economic
renewal of downtown Kingston. This is characteristic of economic development organizations
everywhere. The diversity of opinion reflects the range of expectations that are typical of
economic stakeholders with different intercsts and needs. In ncarly all cases, expectations
will exceed the capabilities of an economic development organization.

For these reasons, it is helpful to assess the status of KRC today in terms of its various roles,
or in terms of the several dimensions of economic development represented by its different
programs and activities. The following sections of the report assess KRC’s roles as a real
property developer, owner, and manager; as a provider of a variety of economic develop-
ment services; as a community develcpment agency; as a facilitator and initiator; and as a
planning organization in the context of the Vision 2020 process.

A. KRC as a Real Property Developer and Property Manager

Two central objectives of the original USAID Project Plan were subsfantial physical
development in the Project Area and the nurturing of institutional capacity to keep the
momentum going after USAID support ended. At the time the Project began, there was little
private sector development activity downtown, and for years nearly all of Kingston’s
developers and investment institutions turned their back on the downtown area.

USAID supported KRC to fill this void. KRC was molded into a development organization,
and over the 1986-94 period it directly completed or initiated a dozen significant projects, the
majority with its own funds serving as the initial or only investment in launching each
project. In addition, KRC has played an extremely important role in directly stimulating
development activity by downtown property owners and businesses via its Restoration Grants
program, and indirectly via its streetscape projects on King and Duke Streets and the
example of its own real estate projects.

One type of project undertaken by KRC has been the interim purchase and rehabilitation of
properties with subsequent reuse by single occupants and sale to private investment syndi-
cates. The goal of these projects (e.g. JamBar building, ICD land assembly, 38-40 Harbour
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Street, 108-110 Harbour Street) was primarily to act as an intermediary developer or land
assembler for an end user and/or investor identified early in the development process. These
projects have typically involved less investment for shorter periods than the three industrial
complexes that KRC rehabilitated initially. On the surface, they appear to make money
because the reflow proceeds, in Jamaican dollars, often exceed the original investments,
sometimes substantially. However, when the effects of devaluation and inflation are factored
out, the results become less compelling in constant US dollars. As shown in Attachment C,
initial investments of J$52 million generate projected recoveries of J$184 million, a seeming
profit of J$132 million. However, when expressed in US dollars, the initial investments of
US$6.4 million are projected to return US$4.5 million, for a collective loss of US$1.9
million.

As shown in the reflow analysis in Attachment C, KRC’s development projects cannot be
evaluated as unqualified winners if they are judged only in financial terms. This is due to the
fact that projects had to meet conflicting financial/social objectives (e.g. job creation versus
highest possible rents and “pioneering” in questionable fringe areas), KRC had to go through
a learning curve as a development organization, and the real estate sector in Jamaica was
severely affected by the overall problems of the economy.

The physical development output of KRC is impressive iu this context and has made an im-
portant contribution to initiating the downtown resurgence. This output would not have been
possible without USAID’s substantial investment of funds in both property and technical
assistance. The latter has been particularly critical due both tc the lack of real estate
development experience possessed by KRC’s initial staff and the unusually high level of
complexity of the projects launched. USAID’s assistance in reviewing KRC’s financial
options and in encouraging KRC to prepare a Business Plan have been particularly important.

One of the issues facing KRC today is the extent to which it should continue to use its own
funds for real estate development. While the evaluation’s recommendations are discussed in
Section VII!, it is important to note here that despite its excellent record of past achieve-
ments, KRC presently has limited in-house capacity and expertise to undertake complicated
real estate projects. Some of the key stasf members who gained the most expertise in this
area have left, and much of the original accomplishments depended upon heavy inputs of
outside technical assistance. Consequenily, KRC needs ‘o0 increase the skills of its staff and
devote more staff resources to development problems.

Real estate development is a laborious, time intensive, risky activity requiring high levels of
expertise and good judgment that can only be gathered through years of actual practice. It
also requires svbstantial funds, which KRC does not have at present. Within this context, it
must be considered whether a further real estate development role for KRC as an investor is
a priority condition for furthering the downtown revival. At this time, KRC’s involvement as
an active real estate developer for its own account may be unnecessary or simply of marginal
impact in the future. In fact it may be detrimental to KRC’s other objectives given the risks,
time, and funds involved.
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KRC management retains a belief that significant income can be generated from real estate
development profits and management fees to support non income producing activities such as
community development. The actual experience of KRC in this regard is not encouraging.
Moreover, this belief does not appear to be based on a realistic assessment of the complexity
of the real estate development and property management businesses in general.

KRC needs to carefully assess any investments in real estate. One or two projects with heavy
cost overruns or lower than expected rates of lease up or valuation levels can quickly negate
gains on other projects. Furthermore, the downtown market has not shown the type of
strength expected to lead to accelerated investment returns compared to other areas. In fact
th anecdotal evidence available suggests that even for the best developers, the returns
downtown have been lower than those achievable elsewhere. Moreover, the econon.ic envi-
ronment in Jamaica is presently not very positive and most of the large, for profit developers
do not expect to undertake projects anytime soon anywhere in Jamaica.

The possibility of fee-based development or property management for others, including GOJ,
remains. However, unless the projects are large and simple in conception and implementa-
tion, it is unlikely that they will prove to be a significant source of profit. Substantial
management and accounting time and energy is likely to be invested over a long period, with
delayed and constrained levels of return. Profit margins for property management are typi-
cally small (the bulk of the returns traditionally go to the parties putting up the capital) and
not worth pursuing unless one already needs a staff, experienced in the field, to handle
existing in-house properties and needs (e.g. the industrial complexes and their upgrading).
Furthermore, top KRC management does not naturally have the inclination to devote time to
the tough, conflict oriented, and intensive processes involved in developing and managing
properties.

B. KRC as an Economic Development Services Agency

As noted above, KRC has evolved into a multi-faceted development entity, but it does
not provide the range of services that many economic development agencies do. In addition
to community development and real property development functions, as described above,
there are a variety of additional economic development services that many economic develop-
ment organizations provide. These services are deemed essential companions to programs
that may have a different primary focus. Not including direct investment, these services
include:

* Business services, such as legal, accounting, management, and marketing services.
* Network support programs for specific industry groups.

* Loan programs and services, including screening, packaging, and referrals.

*  Education and employment training and placement programs.

*  Security services, including waste management.

* Information services for small businesses.
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*  Public facilities, ranging from libraries and educational services to convention centers,
business retreats, and cultural and sports venues.

* Marketing and promotion activities, ranging from advertising to special events.

Not every economic development organization does, or necessarily should, provide services
in all of these program areas. Yet they are all within the purview of different types of public
and private organizations with the mission to improve, reverse, or enhance the economic
fortunes of a region.

It should be noted, too, that provision of these economic development services does not
necessarily mean the actual hands-on delivery of the service. It means that the agency has the
capacity to identify critical service needs, develop programs or initiatives to meet those
needs, to raise necessary funds, and to work with existing or new organizations—public or
private—with the relevant purposes and capabilities to deliver the service. Provision means
carrying out the critical initiator, facilitator, and catalyst role discussed abcve.

1. The Range of Economic Development Services

Although KRC provides some of the services noted above, the organization is not yet
a full service economic development agency, as defined in this section. This is primarily
because the mandate to provide such services has not been established by the Board of
Directors or by the funding sources, and partly because of the evolutionary nature of such
organizations.

It is certainly apparent, however, that pressures are growing within the Jamaican business
community and from the national government for more economic development services. That
is clear from the way KRC has added program activities or taken the lead in fostering
various economic development initiatives during the past three years. However, without any
strategic sense of how the various programs interrelate and without a well developed
structure of operating agencies to serve as partners in the delivery of such services, program
development has been ad hoc in nature, which frequently results in undue organizational
stress and inefficient use of scarce resources.

Figure 5 shows a schematic of the types of services, discussed above, which might be found
in a full service economic development agency. Two of the six clusters of services are
oriented to physical development projects; one service element, business/industry attraction
and promotion, includes efforts to target particular industries or specific economic activities,
(807 garment exports to the United States, for example) to be promoted in the downtown
area. The other elements focus on various types of services needed by different segments of
the community.

All of the program services are interdependent, as represented by the two way arrows.
Experience has shown that economic improvement efforts which focus on physical develop-
ment are substantially enhanced if supporting needs are addressed at the same time. This has
certainly been the case with KRC, whose community development initiatives emerged as
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essential companions of physical development urdertaken by KRC and by the private sector
itself.

The new program development, networking, and information dissemination service cluster
essentially deals with internal staff operations. The central placement of this service cluster
reflects the importarice these functions have to the ability of an economic development
organization to maintain currency with economic affairs affecting the downtown area, and to
respond to problems and opportunities with program initiatives backed by public and private
entities capable of seeing the initiatives through to implementation. There also needs to be a
strategic planning capability at the staff level to ensure that new programs, as well as existing
ones, are being leveraged as much as possible, both financially and institutionally.

KRC has been very effective in carrying out the central service cluster functions pertaining to
networking and information dissemir. ivion. Networking is important because it can lead to the
identification of funding institutions, businesses, and individuals whose involvement is critical
to program implementation through spin-offs or hand-offs of initiatives originating with
KRC. Effective information dissemination is not only essential to utilization of various
econor:ic development services, but is also an important method of obtaining feedback about
program effectiveness and community needs.

In terms of the original project design, KRC was seen as a public/private organization
focused almost exclusively on the physical development and visual environment activities.
However, KRC is feeling pressure to provide the services listed in all six clusters and has
developed important responses in all but the business services and business/industry attraction
clusters of activity.

Apart from the original KRC mandate, most of the program initiatives have centered on
community development services, as discussed below. Althcugh job creation was part of the
initial work plan for KRC, it was seen primarily as a byproduct of developing industrial
space. While certainly important, there are numerous other approaches to job creation, some
of which KRC has initiated or has in proposal stage.

2. Direct and Indirect Job Creation

The October 1994 Monitoring Report prepared by the Urban Institute provides an
analysis of the direct job generation employment targets for KRC projects and the achieve-
ments. As the report makes clear, employment has reached 94 percent of the original target.
Although the composition of the jobs includes a high number of low wage, low skilled
workers, the achievement is nevertheless remarkable. Equally remarkable is the fact that
approximately 44 percent of the factory jobs created are held by persons who live within
three miles of the downtown core—the target area for the Inner Kingston Development
Project.

Another dimension of KRC’s job creation achievements is obtained by looking at tie cost per
job. Although difficult to measure, even when relatively accurate data is available, U.S.
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experience shows that the cost of creating one job will range upwards from US$20,000, with
an average for all types of jobs of around US$50,000. With nearly 2,400 jobs created in
KRC projects, with an expenditure of about US$6.7 million, the cost per job is about
US$2,800. Considering differences in living standards and wage rates, this is probably not
out of line for the types of jobs generated in the KRC projects and should be considered
funds well spent.

Perhaps more important overall is the number of direct and indirect jobs created during the
Project period. The Monitoring Report also presents data on job and establishment growth
during the two phases of the Project. Job growth in downtown Kingston was 13 percent for
the Phase II period, for approximately 2,400 net jobs added. This compares to about 14 per-
cent for the previous three year period. It is significant that the average annual growth rates
during both periods exceed the growth rates for the Kingston area and Jamaica during the
same years. Even with all of the disruptions and overall poor performance of the Jamaican
economy during this period, the growth rates for Inner Kingston suggest a healthier economy
than is generally believed.

Business establishment growth is also a positive indicator for Inner Kingston. During the
Project period to date, over 700 new establishments have been created against losses of a
little more than 500. This is a birth to death ratio of 1.4, which is generally considered very
positive. More important, during both periods the average employment per new establishment
is approximately ten, another encouraging statistic.

This is only to note that economic development organizations must look at the broad picture
of economic health and relate those indicators to the different economic development
activities and services offered. In this context, the job creation efforts of KRC must be
judged against the performance of the downtown Kingston economy, which as noted above
has been positive relative to the Jamaican and Kingston area economies, as well as in relation
to several absolute measures of growth.

C. KRC as a Community Development Agency

KRC did not start off as a community development agency, but while implementing its
programs in property development and management and economic development, KRC’s staff
and Board members realized that the desired economic level of Inner Kingston could not be
achieved without parallel improvement of the quality of life for the low income residents of
the area. The programs developed as described in detail below have become the well known
achievements of KRC, spoken of highly by participants, residents, sponsors, and the business
community.

Joseph Matalon, one of the primary forces of development in Inner Kingston, describes
KRC’s community developsnent programs as being “an escape valve for the community in
the area and a sort of ‘insurance policy’ for investors and developers.” He considers the
Community Development Department of KRC to be a useful vehicle for private sector groups
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to put money into the downtown area, especially for those who are willing to donate funds
but may not want to be involved in the management of social programs.

KRC’s existing community development programs and their strengths and benefits are
summarized in Figure 6. Other programs are in the planning stages or in early stages of
implementation. These include plans to increase community involvement by setting up a
Community Advisory Committee and job generation through skills training and apprentice-
ship. These are discussed in Section VI.

The need for a community development component in KRC'’s sirategy arose from the impact
of “corner leaders” who are politically tied to PNP or JLP. In the absence of any form of
governiment assistance forming the “social safety net,” the corner youths have little alterna-
tive for improving their quality of life. These “corner leaders” are the source point of any
jobs to be found—or “given out”—and as these persons pass out valuable information on jobs
and handouts accordingly, they are the organizational force structuring others in a gang.
These people are on the pay roll of politicians and, in the context of each individual
neighborhood, constitute the power base of the community.

Elizabeth Phillips, KRC’s first community development director, realized that an alternative
“grassroots broker”—a local representative of either party—was needed to counter the
sociological aspects of this dominating community organization. Phillips’ strategy focused on
giving the members of these communities other alternatives to this source of jobs and other
components of the “social safety net.” Phillips sought to remove the force of the prevalent
illegal power from the community, while realizing the necessity of filling the vacuum created
with some other apolitical source of community services.

KRC was the only organization in this area with the skills and characteristics necessary to
work in this unique environment. KRC, having a strong institutional capacity and expressly
non-partisan focus on community revitalization, was in a position to approach the community
and begin the process of integrating the opposing neighborhoods through a strategy focusing
on the youth of the area. Phillips realized that the future of downtown Kingston rested on
rehabilitating the caretakers of the community. This could not be done without increasing
mutual understanding and the opportunity for education and skills training. This strategy has
led to the improvement of self-confidence and self-worth of the people living in the commu-
nity.

Indeed, the urban revitalization process hinged upon a comprehensive approach to communi-
ty, economic, and physical development. With this focus in mind, KRC realized the necessity
of investing in a number of non-income generating activities to improve the community’s
participation in their development plans and initiated a select number of civic improvement
projects.
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FIGURE 6

KRC’S COMMUNITY DEVELOPMENT PROGRAMS

Program

Major Strengths

Benefits

Higholburn Street
Complex:

a) YESS (Youth

Educational Support
Systems)

b) Nursery

Provides a neutral base where youths can
undertake homework projects and take part in
cultural, recreational, and training activities
in a supervised atmosphere, such as anti-dmg
abuse marches and programs. One hundred
sixty high school students participate.

Clear, safe environment, children well fed.
Twenty children participate.

Is a neutral base, free of political influence of
either party. Takes youths away from poten-
tial trouble spots which exist in the wider
community, e.g. the “crack corner” or street
gangs.

Parents free to focus on earning a living.
Balanced and nutritionally adequate diet of
children will stimulate the mental develop-
ment needed at the next stage of school,

Basic School

Basic education provided at affordable levels.
Not crowded and has adequate teaching aids.
Forty children participate.

Children are, albeit temporarily, in an envi-
ronment free from violent disputes, gun play,
and foul language. An alternative lifestyle is
demonstrated.

Library

The library provides facilities for research on
school projects and reading for recreation. Its
collection is limited at present.

Introduces a discipline of reading and
research which is generally absent from the
wider society, and which will stimulate a
quest for knowledge and self improvement.

Health Clinic

Medical treatmeni can be given in a stress-
and violence-free environment, in contrast to
the situation at the Kingston Public Hospital.
It is estimated that 2,500 visits/month are
made to the Health Clinic.

Emphasis on community participation will
encourage community members to feel re-
sponsible for the Health Clinic and the securi-
ty of its facilities. Less danger from heft.
The easier access to health facilities should
result in reducing STDs.

Community Policing

The three policemen assigned to walk in the
area have developed a brotherly relationship
with residents, while still retaining powers of
arrest.

The people’s perception of all policemen as
“agents of brutality” has changed. People
also make a distinction between Gold Street
police and the Anti Crime Investigation Divi-
sion (ACID), who are particularly rough and
crude in their investigations.

Community
Organizing

Provides the mechanism for community
involvement through existing, active pro-
grams.

Through the YESS Parents Group, Health
Clinic Consultative Committee, and the Gold
Street Consultative Committces, citizens are
involved in the decisions that affect their
lives; creates a sense of “ownership” in the
community.

Jones Town Project

Through the “Lessons Learned” of the Inner
Kingston Development Project, KRC will
replicate their community development-
focused approach in an area in serious need
of assistance.

GOJ and other donor support (e.g. British
Office of Development Assistance [ODA] and
the Government of the Netherlands) of this
project is calling wider attention to KRC’s
successes,
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1. KRC Youth Educational Support System Program (YESS)

This leadership development program is one of KRC’s central strategies aimed at
improving the inner city communities of downtown Kingston. In 1988, findings of research
by the University of the West Indies revealed that drug dealers were targeting the bright high
school students of inner-city communities to be their salespersons. The findings also showed
that over 40 percent of high school children dropped out of school before completing fifth
form. Among many factors contributing to the high rate of high school dropouts are: teenage
pregnancy, lack of parental guidance, lack of role models, and poverty. The Project Area
includes a community which is troubled by severe partisan politics and notoriously known as
“Southside” and “Tel Aviv” due to the conflicts between the Jamaica Labour Party (JLP)
and the People’s National Party (PNP). This politically polarized community struggles to
survive amid high unemployment; crime and violence; extreme poverty; and poor living,
housing, and environmental conditions.

In 1988, community leaders, motivated by Elizabeth Phillips, created the YESS Program and
initially involved 60 students. The program hopes to facilitate the development of young
people in this blighted area through a number of activities:

a. Teen Center

Thz YESS Program is housed in the KRC Teen Center, which is situated at 4
Higholburn Street. With the renovation and establishment of this facility, students now have
a piace to go after school where they can find a decent desk and a well-lighted and staffed
work environment. This renovation was made possible by funding from the US Embassy’s
anti-drug program.

b. YESS Scholarships

In addition to this homework center, each student participating in the program
received a YESS Scholarship. This scholarship is administered based on need and goes
towards paying school fees. The scholarships are available at secondary and tertiary levels,
and have also enabled some students to pursue courses at the College of Arts, Science &
Technology (CAST) and at other institutions abroad. Fourteen YESS students have gone on
to college, including four to the U.S. through the Caribbean/Latin American Scholarship
Program (CLASP). This program has received wide recognition: in 1992, the US-based
International Downtown Association presented KRC with an award for the excellence of its
YESS Program.

c. YESS Groups

Organized activities for young people are ongoing in a number of areas. The
YESS Teen Center supports an Environmental Group that seeks to educate the community
as a whole on the ills of environmental degradation. The group also conducts a monthly
clean-up of a section of the Downtown Waterfront area. As a result of this activity, the



-49.

YESS students were invited to participate in an eco-camp in Rio de Janeiro, Brazil, in May
1992. The Youth Camp was the forerunner of the Earth Summit Conference.

The YESS Teen Center also supports a Cultural Group of singers who are under the direc-
tion of Ian Hird, Music Instructor. The group often performs at various functions. The
students also write most of the Iyrics for the songs they perform at community functions,
such as the opening of the Gold Street Police Station.

The need for Care of the Elderly is addressed by all participating YESS students. They are
divided into six groups for this activity of weekly home visits in the community where they
provide assistance in any way they can, such as reading to the elderly residents and attending
to their personal hygiene needs.

Ongoing Counseling is provided to the students, who are encouraged to do their best at
school and also to master the skills of socialization. Referrals may come from teachers,
parents, neighbors, friends, or perhaps the students themselves may turn to the staff at the
Teen Center for help in dealing with scholastic, domestic, or health-related problems.

The YESS Parents Association (YPA) includes teachers, Teen Center staff, and the parents
of YESS students. The group meets monthly and discusses various topics focusing not only
on the progress of the students, but also on parenting skills.

Through independent community interviews, the overwhelming consensus points to the fact
that the YESS program has made marked strides toward keeping children from being lost to
the streets. Where “social safety nets” were non-existent in the past, they are now protecting
youth, providing them with the tools they need to ensure their participation in the community
as productive citizens. The exposure provided by these programs is enabling students to help
themselves through academic achievement and to develop the self-confidence and self-esteem
needed for creating the community leaders of the future Downtown Kingston.

2. KRC Health Clinic

The Hanover Street Baptist Church Health Clinic was established in response to the
need for medical care in the aftermath of Hurricane Gilbert. As there was an absence of
primary health care in the community, particularly for the elderly, ill, and infirm, the
hurricane was especially devastating for these people. KRC sought to establish this communi-
ty health clinic as a result.

The clinic initially focused on providing only basic services such as post-natal care, home
visits by two community health aides, dressings for wounds, and on-site doctors’ visits. The
clinic then expanded to include other services such as family planning and geriatric care. To
date, KRC provides organizational management for the facility while the Hanover Street
Baptist Church has made space available free of cost. The clinic is staffed with a Registered
Nurse/Administrator; an Enrolled Nurse; two practical nurses; two community health aides;
and two part-time doctors.
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KRC, with assistance from USAID, provides financing for the clinic. Additionally, contribu-
tions both in cash and in kind have been received from the following organizations: National
Continental Corporation, American Women’s Group, Canadian Women’s Group, and
Cperation USA.

At the time the clinic was established, it was envisaged that a type 5 Health Clinic would be
built east of the Church. As this has not materialized, KRC continues to operate the clinic.
KRC is in the process of strengthening management of the facility in two ways: first, in
order to increase revenues and better recuperate costs, the fee of J$20.00 has been increased
to J$50.00. Most users of the clinic seem willing and able to pay the increased fee. People
who use the facility and can afford to pay will be asked to pay the market rate for the clinic
of J$100.00 per visit.

Secondly, as it was realized that the overall management of the clinic requires a wider
community input, KRC and the Hanover Street Baptist Church have formulated a Board of
Directors for the Health Clinic. The Board includes two people from the various involved
sectors of the community, such as the community residents, the Church, the clinic, KRC, the
business community, and the Ministry of Health. In this way, KRC expects to draw upon the
resources of these people to raise additional funds to continue the clinic.

3. Community Policing and the Gold Street Police Station

KRC looked at the decline in the quality of life in the communities of Southside and
Tel Aviv and decided that the residents needed to take action to allow for self-determination.
The community policing project was designed to facilitate and empower residents to take
actions that would ultimately lead to greater safety, security, self-determination, and mutual
benefit.

KRC designated the area of Central Kingston straddling Southside and Tel Aviv to be a
model community policing project. The goal of the project was to improve the relations
between the neighborhood and the police, lower the level of crime in the area, and serve as a
national model. This area has a history of political polarization and warfare.

Community policing seeks to utilize the resources of the community to fight against crime
and to reduce the fear of crime. It is a strategy that allows the police and community
residents to work closely together in new ways to solve the problems of crime, physical and
social disorder, and neighborhood decay.

Community policing seeks to embrace people and organizations within the community in the
joint purpose of protecting it from the criminal element, so as to improve the quality of life
or informal working relationship with the police. In order to institutionalize this concept, the
Gold Stieet Police station needed to be renovated and staff needed to be trained in conflict
resolution and community relations. The Canadian High Commission made a grant of
J$529,187 to KRC to assist in these efforts. KRC was able to raise the funds needed to
rehabilitate the police station by issuing a “community bond.”
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Now that the station has been renovated and furnished, the next phase of this project includes
setting up special training programs for the police officers as well as workshops for members
of the community. The basic philosophy behind this project is to foster political neutrality.
The Gold Street Consultative Committee brings residents, the police, and the business com-
munity together to solve problems. In addition, the private sector as well as those residents
who operate small businesses are involved in community activities through their commitment
of time, cash, or in-kind resources and other support itlecessary for the operation of this
project.

The results of community policing and KRC efforts are that the political violence has abated.
In addition, the tightening of government budgets has decreased political handouts. Further-
more, the community residents and business owners have realized that in order for economic
development to take place, the environment must be safe.

4. Community Outreach

In order to improve community residents’ involvement in opportunities and solutions
for the revitalization of the area, the Community Development Director intends to establish a
Community Advisory Committee to facilitate community management of activities. With the
Community Outreach Officer, the Community Development Director will work with com-
munity based organizations to establish a committee that will ensure greater community
participation and management of KKC community development programs. The community
participation from these activities, such as “Labour Day” and “Christmas Treat,” will
encourage self-reliance and a sense of ownership of the area’s improvements.

These activities will support the Community Development Department’s final goal of
developing a Network of Urban Community Based Organizations (NUCO). According to
KRC’s Transitional Operating Plan, this project, to be funded by Canadian International
Development Agency (CIDA), is “geared to document and replicate successful initiatives,
create a collaborative mechanism to enhance program delivery among Community Based
organizations, and to maximize resources by eliminating duplications.”!! The Commurity
Development Director views this network as an absolute necessity to create linkages and
share experiences with other service providcrs in the area. In this light, KRC will continue to
be the initiator and facilitator of social services as opposed to trying to be the social agency
of Kingston.

D. KRC as a Public Relations Agency

KRC has played a pivotal role as the public relations entity for the promotion of down-
town Kingston. KRC has been responsible for numerous magazine and newspaper articles on
downtown Kingston’s positive attributes and upcoming events. The KRC Director has made
numerous talk show appearances on radio and television. Consequently, downtown Kingston
is now the host of many lively events such as “Sunsplash Downtown” and the “King Street

"“Transitional Operating Plan,” Kingston Restoration Company, page 7.
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Festival.” Such activities have been important factors in changing the image of Inner
Kingston and attracting investment to the area.

E. KRC as a Facilitator and Initiator

One of the most important and unexpected outputs of the project has been the evolution
of KRC’s leadership development role as a facilitator and initiator. Great credit should be
given to the KRC Board and its staff, particularly Morin Seymour (its executive director),
for building KRC into an effective and respected organization. From the beginning, KRC,
unlike many Jamaican public and private institutions, was committed to carrying out its
programs in a non partisan and transparent manner. Moreover, KRC wanted to be viewed as
an effective and professional organization and avoid promising benefits it might not be able
to deliver.

In terms of the residents of the area, the strategy of KRC’s Community Development Depart-
ment was to finance activities and services that were non political and provided essential and
readily available health, recreation, and employment services. KRC worked hard to involve
community residents in the design of its programs.

KRC also involved the business community in developing its program to build credibility for
KRC and to provoke interest in Inner Kingston. KRC efforts included, for example, speeches
to business organizations and community groups, regular meetings with key business leaders,
distribution of brochures and an attractive annual report, and development of a media cam-
paign to promote KRC and Inner Kingston. Subsequently, KRC demonstrated it could rehabi-
litate and tenant buildings relatively efficiently and complete complicated land assembly
transactions. These successes built respect for KRC staff in the business community and
helped to lend credibility to KRC’s revitalization objectives.

KRC involved UDC and other relevant GOJ organizations in developing its plans, provided
various types of assistance to GOJ and KSAC, and participated in important GOJ sponsored
meetings on Inner Kingston. The results of all these efforts were that GOJ recognized KRC
to be an organization that could get things done and could act quickly.

KRC’s effective and creative implementation of its project activities earned it a leadership
role and added significant credibility to the Project as a whole. This accomplishment has had
many consequences. Both the public and the private sectors looked to KRC to play a
leadership role in mobilizing the community and facilitating the resolution of complex
problems related to such issues as crime and relocating the higglers. The low income
residential community developed trust in KRC and relied on it for assistance and guidance.
Because KRC functioned effectively, some real estate investors agreed to invest in KRC
developments or lend money to KRC. The business community became more aware of
opportunities downtown, and investment data suggest many of them decided to invest there.
UDC agreed to give money to KRC for street improvements. In large part because of KRC,
GOJ is giving more attention to Inner Kingston and has developed an investment tax
incentive package. GOJ asked KRC to manage the rehabilitation of Public Buildings West
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and development of a project for Jones Town. USAID made a large grant to KRC to carry
out hurricane relief work in 1988. Other cities in Jamaica asked KRC for help to set up
organizations similar to KRC for their community. Foreign donors such as the World Bank
and ODA expressed admiration for KRC’s success. Morin Seymour was appointed to the
Board of the International Downtown Association.

In this role as facilitator and initiator, KRC undertakes a variety of marketing and public
relations activities. According to KRC, due to budget restraints, its marketing and public
relations activities have been significantly scaled down. The opinion of the evaluation team is
that these activities are fundamental to KRC’s role in promoting the downtown and that they
should continue in some capacity. There are cost-effective possibilities for promoting KRC'’s
successes and the attraction of Inner Kingston—the least of them including continuation of
information dissemination activities such as orchestration of press conferences and releases in
conjunction with The Gleaner, dissemination of KRC’s Annual Report, etc. In fact, the
evaluation recommends that a small portion of any additional resources going to KRC be
earmarked for this purpose.

F. KRC as a Planning Organization
1. Downtown Kingston Management District (DKMD)

KRC recognized that the lack of government programs and of collaboration between
government and private sector financing was jeopardizing the strength and stability of the
retail, commercial, residential, and industrial areas contributing to the economic health of
Kingsion. In order to create an organizational structure capable of improving the quality of
the environment, security, and attractiveness of Inner Kingston, KRC initiated a workshop in
April 1993 that led to the establishment of the DKMD.

According to the report of the DKMD Public Forum, produced by UDC and KRC, the
definition of a management district such as the DKMD is as follows:

A Downtown Management District or a Business Improvement District is an organizing and financing
mechanism used by property owners and merchants to determine the future of their retail, commercial,
and industrial areas. The DMD can utilize existing laws to band together to assess themselves. The funds
collected can be used for purchasing supplemental services (e.g., maintenance, saniration, security,
promotions, and special events) and capital improvements (c.g., street furniture, tree plantings, special
lighting) beyond those services and improvements provided by the government. In essence, the pro-

gramme is one of self-help through self-taxation. !

The DKMD is still in the early stages of its development. However, it has obtained the
necessary support of business leaders downtown (See Attachment D for details), and its
potential is enormous and far reaching.

"Victor J.N. Cummings, Public Forum: Downtown Kingston Management District, Urban Development
Corporation and Kingston Restoration Company, 28 Septeinber 1994,
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The DKMD has developed, in part with subgrant funding and active participation from UDC,
in spite of the absence of formal incorporation until recertly and appropriate taxing mecha-
nisms. The Metropolitan Parks and Markets (MPM), Kingston’s solid waste authority, is
working with the DKMD to improve services in this area. According to Greta Robinson of
MPM, they have trained DKMD street sweepers who should move from operating two street
sweeping shifts per day to operating three street sweeping shifts per day very shortly.
MPM’s view of the DKMD is highly positive: the Minister of Local Government has
endorsed the DKMD project and has pledged full support tor its growth.

However, there are some risks to be taken into consideration at this stage of DKMD’s devel-
opment. KRC was the initiator of the DKMD, and now, as the DKMD takes form, KRC
must evolve with it to take on yet another role of collaborator. The DKMD's powerful Board
of Directors poses potential conflict of personalities that needs to be resolved. The roles of
all the players must be very clearly defined to avoid any misunderstanding. Care must be
taken to ensure complementary action is taken-—not antagonistic competition. KRC needs to
establish a defined relationship with the DKMD to ensure a concerted, non-overlapping
program. For example, KRC could pledge to undertake the activity of lobbying GOJ for the
establishment of the legal framework necessary to levy a self-imposed tax on the district.
Such a tax would generate revenues for the operation of the DKMD.

To date, the DKMD has made significant progress in fulfilling its promise. KRC has initiated
the organization and training of the Kingston Courtesy Cadet Corps involving young adults
from both JLP- and PNP-allied communities to provide auxiliary security services. As part of
its downtown security improvements, the DKMD is moving to employ the Courtesy Cadets
on a full-time basis. As of January 12, 1995, the DKMD is an incorporated entity, with a
Board of Directors separate from KRC, except that KRC is a member of the Board. The
Chairman of the Finance Committee is a prominent business owner who has pledged to raise
J$2 million for initial operations. Further, DKMD has been awarded the MPM contract for
street cleaning and garbage collection in the downtown area.

The DKMD is a premier example of success in advancing business development by gaining
business participation in the solutions to problems downtown. It is a unique private sector
effort for a developing nation. KRC performed a catalytic role by getting the private sector
to take a proactive role in improving public services downtown. KRC divested the DKMD as
the private sector emerged to take over the responsibilities. The creation of the DKMD is a
noteworthy example of the effective deployment and leveraging of a small amount of USAID
tfunds. Furthermore, the DKMD is another example of KRC’s diverse fulfillment of the Inner
Kingston Development Project’s goal of involving broad participatory process to build com-
munity consensus and support.

2. Vision 2020 Plan
Although KRC was instrumental in developing this important new plan for Inner

Kingston that offers new approaches and ideas to development, the plan has some limitations.
(See section II.B.5. for a description of how the plan was developed.) Vision 2020 possesses
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the advantage of having been developed with significant inputs from the public and private
sectors as well as residents from the area. The document, however, is extremely lengthy and
unfocused and does not provide a basis for a clearly articulated agenda for both the public
and private sectors. There is a need to distill and summarize the information and define a
clear cut plan of action. In addition, there is a need to determine whether UDC is prepared
to adopt the resulting plan of action as the new plan for the downtown core. As mentioned in
other sections of this report, UDC’s current plan is outdated and does not reflect current
market conditions.

V. ASSESSMENT OF THE ROLE OF THE JAMAICAN PUBLIC
SECTOR

A. The Role of the Urban Development Corporation

UDC’s major Project elements are nearly finished, but UDC’s overall vision of West
Kingston has not been completed. UDC has been unable to obtain the funds to complete the
West Kingston Markets project. The site for the proposed Urban Bus Terminal is unused.
UDC and KRC have not developed the close links that had been anricipated. UDC does not
appear to have a plan or vision for supporting the momentum that has been generated by the
Project and substantial private investment. For example, its plans to use the former Oceana
Hotel as a temporary government office seem short sighted. UDC lacks a strategy and a
marketing plan for selling or developing the property it owns. Uncompleted projects are a
blighting influence downtown. Because of UDC’s legal authorities, technical and financial
resources, and property holdings, its active participation is key to a successful revitalization
effort. At present these resources are not being used to their potential.

B. The Government of Jamaica

As noted earlier, the active in/olvement of GOJ in supporting downtown revitalization
efforts is crucial. In large part due to KRC’s efforts, GOJ has become an active supporter of
renewal downtown. GOJ needs to continue to make tangible commitments of good will and
money to Inner Kingsion. Evidence of such commitments might include: (1) expediting the
approval of the tax incentives legislation, (2) mandating that UDC staff give priority attention
to downtown initiatives, particularly completing projects in West Kingston and marketing sale
of land and buildings downtown to the private sector, (3) encouraging government agencies
to relocate downtown, and (4) giving the Task Force for Downtown Improvement high
visibility and the active support of the Office of the Prime Minister.

C. Recommendations to kmprove KRC’s Relationship with the Public Sector

There are a number of ways for KRC to improve its relationship with the public sector.
These include:

*  Foster collaboration with UDC to determine how the developments in West Kingston can
be completed and linked to the rest of Inner Kingston. Particular attention should be
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given to the use of vacant land owned by UDC, especially with reference to uses for the
land on which the Urban Bus Terminal was to be built.

*  Further reinvigorate the relationship with UDC in other areas, such as collaboration on
the Downtown Plan. For example, in spite of the unprecedented participatory process
used to develop the Vision 2020 Plan, the plan itself lacks relevance to conditions in
Kingston. KRC should work with UDC on a follow-on program for better use of this
document in order to incorporate it, to the extent possible, into an implementable plan
for downtown development.

* Actively participate in the activities of the Task Force for Downtown Improvement to
help define the roles that each organization will play, particularly KRC, UDC, DKMD,
MPM, and KSAC.

* Continue to work closely with GOJ ministries to find suitable space for relocating
government offices downtown.

V1. ISSUES/OPTIONS FACING KRC’S COMMUNITY
DEVELOPMENT PROGRAMS

A. Unresolved Issues

KRC's community development programs are being implemented in a difficult environ-
ment, and with certain funding and staffing constraints. Some of the programs planned, while
having benefits, present unresolved issues which question the long term effectiveness of these
programs. These problems are discussed below.

1. Funding

The future financing of KRC's Community Development Department is dependent
upon a number of factors. The Department aims to be fully self financing as of July 1, 1995.
L order to reach this goal, the following actions must be taken:

® The KRC Community Development Foundation (KRCDF) must be established.

* KRC must coordinate its community development programs with other organizations
working in the area (e.g. Multi-Care, Grace Kennedy, etc.).

* The Community Development Department must concentrate on a fundraising drive to
raise its total direct program budget of J$5 million for the 1994/1995 fiscal year.

The Community Development Department has already undertaken a number of activities
designed to reduce operating and overhead costs, such as relocation of office space, and
eXpects to see a saving of J$180,000 annually.

According to KRC’s Community Development Department (soon to become KRCDF)
budget, KRC is being conservative in its estimates and commitments (for example, the
environmental program and networking activities will only be implemented when funds are
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obtained). However, there are still many unknown factors facing the future financial
sustainability of the organization.

KRC recently undertook to cut its budget to the bare minimum and will continue to look at
additional cost saving mechanisms. It is unlikely that the evaluation team could propose any
additional reductions in operating costs or salaries to aid in KRC’s aim to be self sustaining.
For the 1994/1995 fiscal year. the Community Development Department proposes a total
operating budget of J$4.9 million. Of that total, KRC has requested J$2.1 million from
USAID. The greater percentage of this amount is to be allocated for administrative costs as it
is easier to raise funds for specific programs rather than general overhead. The remaining
portion of the budget is to be raised from other donors, the collection of fees, and fund-
raising.

In 1993 the Director of the Community Development Department raised J$529,000 from
CIDA for iehabilitation of the Gold Street Police Station. The fundraising process continues
with the inclusion of Rotary Club in financing a three year capital expansion program at the
Teen Center, with total funds and in-kind contributions totalling J$600,000.

Although the fundraising possibilities look promising for community development programs,
reliance on such funding could pose a number of problems. USAID is facing severe budget
cuts, and in the absence of the proposed J$2.1 million from USAID, it would be impossible
to make up the gap for the 1994/1995 fiscal year through fundraising. It is for this reason
that KRC is resolved to establish 2 Community Development Foundation.

2. Staffing

In order to achieve sustainable community development in the difficult circumstances
facing Inner Kingston, it is necessary that KRC employ, or have access to, trained social
workers or community development practitioners who are skilled in developing strategies to
overcome the political and socioeconomic obstacles.

The Director of the Community Development Department has the skills, training, and
experience to design programs and guide the implementation of community development
strategies. He is supported by a highly committed staff, but as is reflected in the workplan,
he is still responsible for the implementation of many day to day activities in the various
programs of the Department. This is a reflection of the limited community development skills
of the supporting staff.

In spite of these limitations, the Community Development Department has succeeded in
establishing and implementing effective community projects. In order to move the community
to the next stage of self sustairable development, attempts must be made to upgrade the
working conditions and the qualifications of the staff, so that the additional challenges can be
tackled.
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3. Housing

The majority of houses in the KRC Project Area are substandard and even derelict.
Most of the houses in the project (63 percent) are over 45 years old. They have been poorly
maintained and cannot be renovated or improved. Revitalization of Inner Kingston must
address the housing problem as well as commercial and industrial redevelopment. There is
extensive demand for proper housing in Inner Kingston, but this demand is not effective
because:

® The median house price in Jamaica is J$353,000 which is 20 times the median household
income in the area.

* About 40 percent of the adult householders are self employed and do not contribute to
the National Housing Trust (NHT), which provides contributors with low interest loans
and units. Therefore, they are not eligible for housing solutions offered by NHT.

®  One of the solutions offered by NHT which would allow for the improvement of housing
in the area at an affordable level is the “Build on Own Land” option. However, only
6 percent of the households in the area own their homes and land. It is not known how
many of these households are NHT contributors and would qualify for assistance.

* About 40 percent of the household heads are unemployed or irregularly employed, and
therefore are not in a position to make mortgage payments.

Due to the above circumstances, traditional housing solutions offered by the public and
private sectors cannot be utilized in this area. Creative solutions have to be developed to
solve the joint problems of housing, unemployment, and irregular and low incomes.

KRC has recognized the need for proper housing in the area and has founded the Kingston
Restoration Housing Company Limited (KRHC), which is affiliated with KRC but will
operate as a discrete entity on a commercial basis. The company was formed to orchestrate
the development of housing in Inner Kingston. KRHC is funded from non USAID KRC
resources. It is planned that KRHC will work through the Community Development Depart-
ment to implement housing projects. Equity and shareholder loans from the shareholders i1
KRC will be used to finance the operations of the company.

A range of housing solutions have been proposed by KRHC, and in fact one solution has
already been designed and is ready for financing and sale. A design for 35 one bedroom

units at 86-88 Hanover Street to be built at a cost of J$30 million has been completed, and an
application has been made to NHT for financing. These units are geared to a middle income
market which does not exist among the residents in that area. Although KRC reports that
NHT appears interested in financing the scheme, it may not be wise to adopt this strategy as
the first step in dealing with the housing problem of Inner Kingston. The reasons for ttis are:

*  The majority of the existing population will be unable to purchase housing in this
development, which may cause feelings of resentment;

* Construction material, and later the completed units, may be targeted for robbery as
residents attempt to correct what they perceive to be an unfair allocation of resources;
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® According to KRC, the few persons from the area who may be able to afford these units
are involved in illicit commerce, such as drug dealing. Such people may take advantage
of the opportunity to secure a comfortable base in the area.

For these reasons, it is advisable to focus first, or simultaneously, on the strategies for
affordable shelter in the area. The two strategies proposed by KRHC are poverty alleviation
and community housing. Both these strategies appear to recognize the low level of income
and high unemployment of many householders in the area, but as yet they are only in the
early stages of formulation.” In developing these strategies it is necessary for KRHC to
work with the community members through the Community Development Department to
ensure that final proposals have community input and support.

4. Training and Jobs

KRC'’s job creation activities have, to date, produced jobs mainly for factory workers
at the Machado complex. The Urban Institute reported that 94 percent of the target of 2,500
jobs (i.e. 2,361 jobs) have been created and that of this number, 82 percent are in garment
manufacturing, where 86 percent of the workers are feinale and 94 percent live within three
miles of Inner Kingston."* While this performance is credit worthy, there are number of
issues which need to be addressed:

® The lack of male job creation is problematic, since unemployed males are widely
perceived to account for a large part of the area’s social problems.

* Garment manufacturing is unstable, as manufacturers have been known to move from
one location to another (inside or outside Jamaica) in response to modest changes in
costs or other social factors.

® Many of the unemployed are not attracted to factory work, which is perceived as
involving very poor conditions and offers little prospect of social advancement. They
prefer to be involved in their own business, or in activities which can bring returns
based on their own skills, such as craftmaking.

KRC appears to have recognized these problems and has proposed a job generation program
which focuses on skills training, male employment, and occupational diversification. The
Higholburn Street Complex is slated for further development as a skills training center,
where vocational skills in the areas of wood work, electrical installation, sewing and pattern
making, book binding, welding, typing and computing, data entry skills, photography, and
garment manufacturing will be taught to both young men and women.

While this strategy does address a need, at the same time it raises the expectations of
program participants. On completion of any one of the training programs the participants will
expect to move on to jobs which will pay them enough to improve their social and economic

“Transitional Operational Plan,” Kingston Restoration Housing Company.

MGeorge Peterson, op. cit., page 5.
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status. This job placement linkage is absent. The Rotary Club is presently funding the
expansion of the Higholburn Street Complex into a training facility. When the past and
present Rotary Presidents were asked whether they could ensure job placement of the trainees
through the network of Rotary members, they responded negatively, stating that their role
was only to make the trainees more marketable. This issue must be addressed because if the
expectations of these trained graduates are not met with jcb opportunities their enthusiasm
may turn to frustration and anger, and KRC would be blanied. The recommendations in
Section VIII suggest possible strategies for addressing this problem.

5. Development and Strengthening of Community Based Organizations

One of the goals of the Community Development Department is to increase the
involvement of the residents in the planning and implementation of projects and to establish a
community based organization (Community Advisory Committee) to facilitate management of
activities by commurity members rather than external personnel. This is a long term goal of
many community development programs and, in the case of Inner Kingston, may generate
other problems.

Inner Kingston is well known as the source of outbursts of political violence, as both political
parties encourage local party activists. A study of politically volatile communities identified
political patronage as the greatest obstacle to community development in Jamaica as it “...
further perpetuates the poor’s psychological dependence on the government, blinding them to
the existence of their right to participate in the planning and implementation of activities
which affect their lives.”"

In such a context, KRC’s community development program would serve to:

* Depoliticize the community, creating independence of community members from the
political parties.

* Empower community men:bers to act first for the betterment of the community as a
whole, instead of party faciions.

These developments wonld be tactically opposed by the internal grass roots workers and ex-
ternal political represcntatives because the process would reduce their power over the people.
This situation must be handled with extreme sensitivity, preferably by trained community
workers who can respond to the local circumstances and plan strategies as needed. In view of
the shortage of such trained individuals in KRC’s Community Development Department,
particular attention should be paid to training and sensitizing staff to the strategies needed for
working in politically volatile areas, as the Director cannot always be in the field.

“Carlene Edie, “From Manley to Seaga: The Persistence of Clientist Politics in Jamaica” Social and
Economic Studies, March 1989, 38(i), page 13.
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6. Competition with Government Functions

The extent to which KRC is replacing government functions, as in the case of KRC
Health Clinic, must be addressed. There is iow a sense of ownership coming out of KRC's
assistance that is resulting in an organized community better equipped to help itself. Through
KRC’s institutional capacity, the community is now more aware of issues such as safety,
cleanliness, and drug abuse. It is doubtful that this comraunity based sensitivity could have
resulted from a centralized, government-directed intervention.

However, at times this has also resulted in a waste of Jamaica’s meager resources. The KRC
Health Clinic is located within commutable distance to a Government Health Facility that
according to USAID’s Betsy Brown, former Executive Officer for the Office of General
Development, is operating well below capacity. Although the KRC Health Clinic was
established to allow community residents to pay visits to a facility in their own neighborhood
to avoid crossing dangerous gang boundaries, this provision does have certain negative
conseguences.

In this way, not only are the resources of the existing government health facilities wasted,
but also the sense of community identity is taken one step too far into community isolation. It
is argued that the Health Clinic’s Board of Directors should take an inventory of all public
and private services in the area and lobby to consolidate them, thereby leveraging the
available funds. There is an overwhelming consensus that existence of the Health Clinic is
very .mportant to the community served. However, the original aims of Elizabeth Phillips
(former director of KRC’s Community Development Department) to integrate the members
of opposing neighborhoods into the broader societv should be incorporated into the future
management strategy of the ilealth Clinic’s Board of Directors.

B. Strategic Options
1. Improving Financial Management

Although KRC’s budgetary circumstances do not allow the optimum number of staff
to handle such tasks, the Community Development Department must seriously focus on its
current and future financial situation. If KRC were to maintain the status quo and continue to
operate without focusing on improving its financial management, its plans to expand
community development activities would be at risk.

For example, according to the Department’s operating plan, “a detailed income and expendi-
ture schedule for administration and all programme areas are [sic] being developed and will
be attached with full programme outlines as appendices. ”'® To date, this information is still
unavailable although the budget connected to this “detailed income and expenditure schedule”
is for July 1994 - June 1995. When asked to provide the evaluation team with specific

'“Transitional Operating Plan,” Kingston Restoration Company, page 30.
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information, the Community Development Director explained that the budget was “still being
revised.”

However, the consulting team is not equating the KRC Community Development Director’s
lack of response in providing future tudget projections as an overall indictment of KRC's
financial reporting and controls. The significance of this point lies in highlighting the role of
KRC’s Business Plan. The consultants commend KRC for its Business Plan. The devel-
opment of this document was a significant step, rarely accomplished by other NGOs in
Jamaica. However, business planning is a continual process. KRC must maintain the impetus
of this effort through the full implementation of the Business Plan to better improve financial
planning.

In the absence of current and accurate financial information, KR faces problems more seri-
ous than a simple need for targeted fundraising. If KRC were to remain operating as it is—
with the scheduled termination of USAID grant support in 1996 and without adequate finan-
cial reporting and controls—financial sustainability is at risk.

Regardless of USAID’s and KRC’s decision on the future structure of the Community Devel-
opment Department, the evaluation team strongly agrees with USAID’s request that KRC
develop a detailed income and expenditure schedule built from an actively maintained compu-
terized system to ensure the financial viability necessary for the future of its activities. This
activity will also aid in convincing possible donors that KRC is constantly cognizant of its
financial status.

2. Impact of Terminated Community Development Activities

Community development activities are generally not income generating and in the
contexi of the developments of viable business ventures in real estate and industrial develop-
ment, spending money which does not generate income may be viewed as an unnecessary
waste. However, the long term economic development of downtown Kingston cannot take
place without parallel improvements in the welfare of its residents. Crime, drug sales and
addiction, and violence are characteristics of economically depressed areas, and these
conditions are a deterrent to prospective investors. This was the main reason that KRC
started community development work in the Project Area. This evaluation has indicated
achievements and problems associated with these activities.

Community development activities are nevertheless a burden on KRC’s already limited
financial and human rescurces, and in view of KRC’s demonstrated limited revenue generat-
ing capacity KRC and USAID may give consideration to discontinuing the funding of all
community development activities.

This consideration would be unwise for the following reascns:

* KRC has built up a reputation of being an organization which works for the development
of everyone in downtown Kingston. Discontinuing community development work would
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encourage feelings of resentment and may lead to the sabotage of physical improvements
elsewhere downtown.

* Community managed, self sustaining projects are the ultimate objective of KRC’s com-
munity development programs, but this stage of development has not yet been attained.
To cut funding at this stage would curtail this process.

* KRCis in the early stages of securing long term funding for community development
activities from private sector companies. To cut funding now may prevent this link
between KRC and the private sector, which has the potential of contributing to the
maintenance of the community projects, from developing.

* The gains made with respect to reduction of crime and drug sales and development of a
positive growth environment would be lost.

According to Sonia Jones, KRC Board Member, community development programs are the
most important aspect of KRC’s credibility in downtown Kingston. The continuity of this
assistance is creating a new generation of citizens believing in the process of revitalization.
People who in the past would mature to adulthood in an environment with literally no social
safety nets are now cognizant that they have a place in and responsibility to the community.
There is no question that KRC has delivered intangible socio-poiitical value for the strategic
investments provided by USAID. There is also a community-wide consensus—from private
business owners to social service providers to citizens—that the comprehensive social and
economic scope of KRC’s activities must continue in some capacity.

3. Relationship with KRC/Multi-Care Foundation

The Multi-Care Foundation channels funding from three major private sector
companies for community development activities in Inner Kingston. The aim of this founda-
tion is to promote activities leading to the healthy growth and development of Jamaican
citizens with primary focus on youth and community. The companies funding these activities
(Caribbear Cement Company Ltd., Industrial Commercial Developments Ltd., and Telecom-
munications of Jamaica) have pledged J$50 million over five years, but they do not wish to
become involved with the day to day management and implementation of the projects. At the
same time KRC is short of funds to continue payment of a full-time person for the Communi-
ty Outreach Projects. Thus it has been mutually beneficial for KRC and Multi-Care to share
the salary for this community worker.

Currently, both KRC and Multi-Care have representatives on the other’s Board of Direciors.
This link ensures collaboration, representation, and information dissemination. This arrange-
ment can work, but care must be taken to give public acknowledgement to the private sector
companies for projects th~y sponsor. KRC has such a high profile downtown that many
people assume that any improvements or social projects originate from that office. Public
acknowledgement of funding sources is one way of making these companies feel that they are
contributing to a worthwhile effort and may also have the effect of attracting other companies
to donate to or adopt social programs in the area.
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Merging KRC and Multi-Care would provide guaranteed access to corporate funding, while
at the same time drastically reducing both KRC’s and USAID’s control over the development
and implementation of community development activities. Although the missions of KRC and
Multi-Care are synonymous, the opinion was widely expressed that they are not “natural
partners” and that ccmbination of these two organizations would not be productive. Each has
different parameters for their activities: KRC is focussing on its Project Area, while Multi-
Care’s activities are country-wide. Also, understandably so, each deserves credit for creating
social safety nets in Inner Kingston. It is for this reason that KRC and Multi-Care should
remain two separate—but constantly collaborating—organizations. Each has its own set of
objectives and driving forces, and it would be unrealistic to merge them.

4. KRCDF

KRC has proposed to create a Community Development Foundation (KRCDF) and
endow it partially with USAID funds. If KRCDF obtaired tax exempt status, businesses
would be allowed to make tax deductible donations to it. As KRC is currently in the best
possible position in the community to continue its unprecedented trend of foste-ing citizen
participation, it is an opportune time to consider the creation of such a foundation. However,
KRC must achieve financial self sufficiency to do so.

Establishing KRCDF is expected to be a positive step toward KRC’s self sufficiency. KRC
has undoubtedly proven its institutional capacity to manage such a foundation, and this
strategy is consistent with the objectives of USAID’s strategy for the Project Area. Accord-
ing to a USAID communiqué dated July 28, 1994, titled “Guidelines to Implement USAID’s
Authority to Capitalize Endowments with Appropriate Funds” there are numerous valuable
benefits resulting from this funding strategy:

® The endowment would be used to broaden and enhance the funding base of the activities
that KRC is engaged in with the goal of stabilizing its long term horizon. The short icrm
grants and series of grants are insufficient to realize the full program objectives.

*  The financial stability provided by this endowment will insulate KRC from unpredictable
government and donor agency budget fluctuations. KRCDF would then have the
opportunity to become more independent and self reliant in identifying and solving
environmental, economic, and social development problems.

* The endowment would allow KRCDF to attract other funds by increasing donor confi-
dence, thus leveraging the USAID funds. Furthermore, continuing the relationship
between KRC and its community development arm would enabje KRCDF to establish a
separate cost center under KRC while still attracting other donors.

* USAID financing of this endowment could be used to encourage the establishment of
philanthropic principles throughout Jamaica.

* The endowment would allow KRC’s community development activities to be institu-
tionalized and therefore to continue beyond USAID’s scheduled project termination in
1996, when they otherwise may not have been.
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However, the above-mentioned communiqué also states that there are a number of “unique
difficulties” that must considered in order for funding to be approved. According to a
USAID memorandum in reference to KRC’s Transitional Operating Plan, “all USAID grant
funds applied to the Foundation endowment should be derived from KRC reflows. ..
[as]...USAID regulations for direct funding of an endowment are too complex.”"’

According to KRC’s budget figures, J$4.9 million is necded to fund KRC'’s community
development program yearly. The funds necessary to create a foundation and support annual
activities could be managed in a number of ways, such as annual grants or using the reflow
model to create an endowment. Given the unpredictable nature of fundraising, it would not
be prudent to pursue managing the foundation on a year-to-year basis. Indeed, it is time for
KRC’s Community Development Department to enter the next phase of maturity in its
development and focus on a long term horizon.

KRC initially requested the re-allocaticn of J$2 million from FY 95/96 Strategic Investment
funds in addition to the use of J$2 million from Strategic Investment reflows to create an
endowment for KRCDF (according to USAID’s memorandum in response to KRC’s Business
Plan). As stated, although USAID supports the concept of establishing this foundation, there
are procedural problems with direct USAID investment of grant funds in an endowment.

It is an undeniable reality that community development is a necessary non income generating
activity. According to the above mentioned response, KRC has indicated that it anticipates
capitalizing the foundation with J$4 million in Strategic Investment reflows. The evaluation
supports USAID’s conclusion that

...even at 30 percent income...[from investing the endowment funds]...this would producc only J$1.2

million in annual income. The Community Development Department’s FY 95/96 budget is J$4.9 million
and even this modest budget excludes provision for many mitiatives KRC anticipates implementing. It is
obvious that the level of income from the endowment would not even cover recurrent administration and

training costs. !8

This evaluation seconds USAID’s recommendation that it may be necessary to endow the
foundation with additional funds considering that the sizeable proportion of USAID grant
funds allocated to Strategic Investments may not be beneficially employed within the remain-
ing project timeframe. Also, in order to generate the J$4.9 million annual budget necessary
to support the KRCDF’s proposed operating expenses, the endowment must be capitalized
with an absolute minitnum of J$16.4 million. As stated, to date KRC has raised only
J$218,000 of the J$1.4 million necessary for its projected FY 95/96 Community Develop-
ment Department budget alone. Furthermore, this budget is based on the receipt of J$2.1
million from USAID, which is still in the approval process.

""Memorandum dated November 25, 1994 (page 2) containing coniments from William Gelman (RHUDO/
Jamaica) in reference to the submittal of KRC’s Transitional Operating Plan,

"®Ibid., page 8.
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It is unlikely that KRC would be able to immediately raise J$12.2 million (approximately
US$377,000)—the difference between the amount possibly available from USAID (J$4.1
million) and the amount KRC has indicated is needed to capitalize the foundation (J$16.4
million). This analysis shows that, at best, constant yearly fundraising will be necessary to
maintain KRC’s community development activities.

In fact, currently KRC must raise J$1.2 million (US$37,900) in order to support its activities
for FY 95/96, and this amount would not be applied to the cost of capitalization of the
endowment fund (See Table 9). Therefore re-allocation of a portion of the Strategic Invest-
ment funds to increase KRCDF’s endowment is necessary to pursue the strategy proposed by
USAID, KRC, and its current Community Development Department.

C. Recommended Community Development Program Approaches
1. Structure of the Community Development Foundation

The recommended option for the continued implementation of community develop-
ment activities in Inner Kingston is to create a KRC Community Development Foundation
(KRCDF), with KRC maintaining KRCDF as a subsidiary. There are many benefits to this
approach. For example, KRC'’s excellent track record will enhance KRCDF's fundraising,
especially with international donors and U.S.-based sources. KRCDF’s proposed structure
and relationship with other donor organizations is displayed in Figure 7.

The Director of KRCDF will report to the KRCDF Board, which has overall responsibility
for the policy management of and fundraising for KRCDF’s activities. The Board should
consist of the Director ot KRC and representatives of the private sector and the residential
community who have interests in the area. It might also be useful to have on the Board
representatives of some of the other NGOs who operate in Inner Kingston. This should pre-
vent duplication of effort. ‘rhe NGO situation in Kingston is sensitive. One comment by an
individual knowledgeable of the area was that the younger NGOs (e.g. Rosemarie Foundation
of Garnet Roper) would quickly embrace KRC, while the older NGOs such as Laws Street
Trade Training Center (Sister Mary Benedict) may feel more threatened by KRC. Alliances
with such NGOs at the Board level maybe beneficial to all parties.

The above configuration of the KRCDF Board should allow KRCDEF to develop and imple-
ment programs according to the needs and concerning all stakeholders in the community.

The Director of KRCDF would function as a social planner for the area, conceptualizing
projects for implementation, developing fundraising ideas and programs, and reporting to the
Board on the progress of activities.

Reporting to the Director would be an Administrative Manager and a Project Manager. The
Administrative Manager would be responsible for the finances of the organization, which are
very important, as many of KRCDF’s activities would be funded by different donors who
require separate and specific accounting procedures. The Project Manager would be



TABLE 9
KRC COMMUNITY DEVELOPMENT DEPARTMENT
ANALYSIS OF PROPOSED BUDGET FOR FY 95/96

(J$000)
Fundraising Total
Other

Expense USAID Donor Fees Goal Actual Goal Actual
Administration & Training 1,300 - - 200 - 1,500 1,300
Higholbumn Complex 500 350 - 350 218 1,200 1,068
Hanover St. Health Clinic 100 - 600 300 - 1,900 700
Community Outreach 100 - - 500 - 600 100
Gold Street Police Station - 400 - 100° - 500 400
Environrnent - - - - - - -
Evaluation & Research 100 - - - - 100 100

_ Total 2,100 750 600 1,450 218 4,900 3,668

“Note that this amount includes: $J134,000 (Multi-Care); J$30,000 (Goodyear); J$4,000 (Communications Consultants); and $J50,000 (Ministry of
External Affairs—for Courtesy Guides).

®Note that this zmount does not include the J$529,000 raised from CID'A in December 1993 for rehabilitation of the Gold Street Police Station.

-L9-
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responsible for fundraising, project development, and reporting as required by the various
funding sources. Both these positions are vacant at present. Currently, the Financial
Controller for KRC administers the Community Development Department’s finances, which
is a burden given the multiplicity of her other tasks. The fundraising, project development,
and reporting are presently done by the Director of the Community Development Depart-
ment, in addition to his other duties of planning for the social development of the area. An
Administrative Assistant would provide support to the Administrative and Project Managers.

The fourth level of personnel is the managers of the various projects that are being operated
at the Higholburn Street Complex, the Health Clinic, and the Gold Street Police Station.

The KRCDF/Multi-Care link will be maintained by the Community Outreach Officer. This
position is a particularly sensitive one as the incumbent must respond to the requests of the
private sector donors to Multi-Care, as well as KRCDF, in such a way that they are satisfied
with the work and publicity from the projects.

2. Scope of KRCDF Activities

KRCDF should continue with the activities started by the Community Development
Department with one underlying strategic goal: the formation of a community based
organization with trained leaders who can eventually become involved in the management
and implementation of projects in the Project Area. This strategy will enable KRCDF to
develop and implement models of community development projects. These should be
managed and sustained by the community so that the models can be implemented elsewhere
in downtown Kingston.

a. Higholburn Street Complex/Jobs Training

The existing YESS Program basic school and day care center, plus the planned
Rotary Club supported project for skills training activities at the Higholburn Street complex,
promises to make this complex the training center for young people in the area. The task of
maintaining such a center is costly and time consuming—the teachers must be paid and the
equipment must be maintained. In addition, the graduates of this training facility will need
assistance with job placement. The HEART/NTA can provide assistance in all these areas.
Consultations with HEART/NTA revealed that the institution already has the mechanisms in
place to work with community based organizations in a number of training areas:

* Technical assistance with curriculum development and testing standards.
* Four instructors and instructional materials.

® Certification for graduates of courses.

®  Assistance with job placement.

* Linkages to other training academies, e.g. Portmore Academy.
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The HEART officials advised that KRC should do the following:

* Complete the renovation of the Higholburn Street complex and, with assistance from
Rotary Club, install the equipment.

* Ascertain the academic background of the youth in the area to find out how many have
only primary level education. They would have to undergo remedial training to raise
their standard to the 9th grade level (which is the minimum level for vocational training
from HEART).

Ascertain the demand for specific skills in the job market of Inner Kingston.
Prepare a small project document for submission to HEART, which describes the
training facility, existing equipment, and areas in which assistance will be needed.

HEART has expressed an interest in visiting KRC’s Project Area and will involve their
Board in the investigation. KRC needs to be involved with an institution such as
HEART/NTA which has the institutional capability to offer certified training on a long term
basis.

b. Community Policing

In order to expand the success of the community policing, it is necessary for the
Gold Street police to extend its authority to check the clashes between the Renkers and South
Side gangs. These gangs reportedly still engage in violent clashes which can only be quelled
by the harsher tactics of the Anti Crime Investigation Division (ACID).

¢. Health Clinic

Plans for the Health Clinic include attainment of self sufficiency. These plans
should be continued, but steps should be taken to ensure that the health facility becomes fully
integrated into the system of reporting which links all health centers in the country. Integra-
tion into the health system is only partial at present,

d. Housing

KRCDF’s plans indicate an intention to work with KRHC to bring housing
solutions to the people of the area. It is recommended that the first step toward offering a
solution is to work with GOJ to identify residential areas which can be declared as Special
Improvements Areas under the Local Improvements (Community Amenities) Act. In this way
legal tenure can be offered to the residents, using a financial institution such as a credit union
to collect payments for the land. Opportunities for housing must first be offered to the
existing population before more expensive alternatives are created to attract an outside
market.

e. Fundraising

In looking at KRC’s financial, institutional, and technical resources, fundraising
needs to be a central focus of KRCDF’s attention. According to KRC’s workplan in the
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Transitional Operating Plan, The Director of the future KRCDF is committed to creating a
sustainable financial mechanism to fund the foundation. He iitends to achieve this objective
by: (1) establishing the Endowment Fund; (2) preparing an Investment Program: (3) con-
firming KRC/USAID commitment to KRCDF: and (4) undertaking an ongoing fundraising
program.

The Director has pledged to raise J$1,450,000 in an attempt to secure a sustainable funding
mechanism. thus allowing staff to concentrate more on program delivery. However, a
specific scheme for raising and leveraging these funds, through matching funds or some other
strategy. has not been presented. Given the expected USAID budget fluctuations, reliance on
other donors is even more important. Donors would be able to replace the same US and
Jamaican government funds that would be available for such civic improvement programs.
However, there is fierce competition for these increasingly scarce funds from private donors
in Jamaica, and a strong and directed strategy for fundraising is necessary for KRC's
Community Development Department to enter the next crucial phase of maturity and self
sustainability.

3. Opportunity for Future USAID Participation in Community Development
Activities

According to USAID, in March 1993 RHUDO/CAR submitted an activity descrip-
tion to amend the existing Project and add US$1 million for the community development
program. The USAID/Jamaica Mission also suggested that the concept be broadened into a
larger project. In early 1994, RHUDO/Jamaica submitted a proposal for a New Activity
Description (NAD) of the Inner Kingston Development Project, Phase II (Amendment No.
532-0120.02) to USAID/Washington for approval. It proposed a US$2 million project and
extension of the PACD by two years. In response, USAID/Washington authorized the
preparation of a Project Paper supplement. In doing so, however, USAID/Washington asked
RHUDO/CAR to address a number of issues, primarily those concerning civic participation,
generation of employment opportunities and micro enterprise development, and KRC’s
financial stability.

The activities proposed in KRC's Business Plan are a logical continuation and expansion of
the Project and are fully consistent with the NAD. Furthermore, the NAD provides an
opportunity for future USAID participation in community development activities, as this
evaluation confirms KRC'’s institutional capacity to address the above mentioned community
development related concerns.

In conclusion, the total expenditures for the Project as a whole do not reflect major funding
of KRC’s community development activities. Although the administration and management of
these activities have occupied a significant amount of KRC's staff time, only limited funds
have gone to direct financing of these programs. It is true that KRC should not become
Kingston’s primary social agency. But KRC has responded to the important need to focus on
community development. KRC realizes it does not have enough money to solve all the
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problems of Inner Kingston, and KRC is actively advocating for increased government and
private sector involvement in the revitalization process.

VII. LOOKING TO THE FUTURE
A. Downtown Kingston and Possible Future Economic Roles: The Long View
1. Sustainable Development as a Market Center

Inner Kingston, in the area from King Street west to the West Kingston Markets, is
well established as the principal retailing center of Kingston (and Jamaica) for the lower and
middle income segments of the population. Economic activity is distributed among many
small and medium size entrepreneurs, and the current diversity and scale of enterprises
should help ensure the vitality and growth potential of retailing and associated service
activity. It is unlikely that any substantial public intervention is needed to obtain a continuing
upward curve, assuming improving national economic conditions.

The major potential impediments to further development of this function in its present
location are congestion, crime, political violence, and government policies and/or actions to
relocate either the transportation terminals or some segments of the enterprises, e.g. the West
Kingston Markets. Efforts should be focussed first on keeping the retailing activity in its
present overall location, yet improving its performance by eliminating deficiencies in its
physical environment.

Gradual improvements in the quality and number of retailing establishments along King
Street and proximate blocks of Harbour and Port Royal Streets can be expected as the overall
national econorny develops and increased office uses develop in physically proximate areas.

2. Expanding Office Functions

Now that the legal profession appears to be firmly anchored in the lower Duke Street
area, its likely expansion should over time create market driven demand for additional office
space. This should sustain private market rehabilitation activity and eventually create demand
for new office construction near the waterfront. Added demand will emerge from the service
businesses typically locating near attorneys (e.g. accountants, ap, raisers, travel agencies,
office services, insurance, trust services).

Continuation of the trend to relocate GOJ agencies back into the dow 1town area will further
strengthen the private office and retailing functions described above by generating additional
direct demand by the agencies for goods and services. As well, visitors (from both Jamaica
and elsewhere) with business at the government agencies will eventually generate further
demand. The symbolic presence of GOJ functions downtown will in itself positively impact
the location of enterprises mobile enough to relocate readily.
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Presently, several large private employers (e.g. ICD, Grace Kennedy, and Bank of Nova
Scotia) are committed to remaining downtown and appear likely to expand their roles as their
enterprises grow. In addition, it can be expected that as employment and economic activity
increases downtown, various financial institutions that abandoned the area will seek to
establish some type of market presence (e.g. via branch offices and departmental reloca-
tions). This trend is starting with the announced opening of downtown offices by Island
Victoria Bank.

3. Capital Infusions into Starter Projects

It is argued that a number of amenities exist to attract cruise ship tourists, such as
Blue Mountain Park, Caymanas Golf Course, liquor factories (e.g. Tia Maria and Sangster’s
World’s End), beach and swimming amenities at Lime Key, Devon House, National Gallery
of Art, and crafts markets. Proposed amenities include Port Royal as a buccaneer theme
park, a Jamaican music museum, and duty-free shopping in downtown Kingston.

Local Jamaicans view these existing and proposed amenities as being more than adequate to
attract cruise ship tourism; and according to USAID/Kingston, several cruise lines have
expressed interest. Port Royal is being promoted as a possible site for the return of cruise
shipping to Kingston.

Consequently, KRC and its Board members have long been involved in promoting tourism.
KRC has played a significant role in promoting international trade and tourism among Jamai-
cans. KRC was represented on the UN International Seabed Authority Conference coordinat-
ing committee and trained Courtesy Cadets to provide auxiliary security services for the
delegates to the conference.

KRC, in conjunction with JAMPRO, is also initiating the Trade Centre of the Americas
project, modeled after the World Trade Center concept, to provide worldwide trade informa-
tion for Jamaican business. USAID’s Office of Private Enterprise provided an initial grant of
US$55,000 to fund a feasibility study of the Trade Centre. KRC and JAMPRO are holding
extensive sessions with major industrial and trade groups to promote the concept.

However, the consulting team would argue that Inner Kingston's tourist services, entertain-
ment, specialty/high end retailing activity, and natural/historical assets are not competitive in
the international tourist market. Large infusions of capital into “starter” projects serving
these markets are unlikely to alter this situation. Inner Kingston lacks appeal to the local
population segments with significant disposable income, who are more inclined toward New
Kingston, the north coast resorts, Miami, or beyond. Development of a specialty market/
entertainment complex downiown would be a very risky market proposition.

Large individual office projects may not be economically sustainable downtown. Moreover,
they are also unlikely to benefit as widespread an area, or as many enterprises or people, as
either public infrastructure projects or programs aimed at smaller buildings and businesses.
Aside from increased risks, experience in the United States suggests that failure of a major
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project (e.g. by slow lease up, construction delays, or even bankruptcy) sends a spectacularly
negative signal, whereas its success will have only a slow positive impact.

B. Constraints on Future Development Downtown

Aside from the macro-economic and fiscal environment in Jamaica, principal constraints
on future developmeni downtown are likely to arise from the following unresolved issues:

* The need to substantially upgrade infrastructure and relieve congestion,

* The need to address real and perceived issues of public safety and crime to people and
property, as much by effective policing methods as by alleviating causal social and
economic conditions.

*  The availability of investment funds, constrained by negative perceptions of Inner
Kingston as a place to invest and by present adverse economic conditions limiting
investors interest in real estate and economic expansion.

*  The image of Inner Kingston as messy, unpleasant, unsafe, and disorganized.
® The inability of UDC to make more effective use of the properties it owns.

® The realities of the high costs of new construction downtown, yet lower rents than in
New Kingston.

® The lack of coordination of government services and among the various players, as well
as limited institutional capacity and available technical assistance to plan and implement
complex urban economic development programs.

C. Perspectives on KRC’s Financial Future
1. Self Sustainability versus Self Sufficiency

For KRC to be even reasonably effective and credible in continuing its critical role
of shepherding the Inner Kingston revitalization effort, it is estimated that KRC needs a
budget of US$550,000 per year. Approximately one half of this ainount is needed for staf-
fing, administration, and overhead expenses involved in performing KRC’s basic promotion-
al; coordination; advisory; planning; and current limited development, property, and grant
management roles. The other half is needed to fund the minimum level of program and proj-
ect expenditures required to sustain KRC'’s revitalization momeatum. While lower levels of
effort and expenditure are possible, KRC's visibility and impact would be compromised to
levels judged to be both ineffective and damaging to the community trust and momentum it
has built up over the past decade.

The present capital base of KRC is insufficient to generate a level of income anywhere close
to this necessary level of funding. The current direct earning capacity of KRC'’s assets is

estimated at approximately US$250,000/year, resulting in a shortfall of around US$300,000/
year. Moreover, if all annual cash income is spent as earned, the ongoing earning power of
KRC’s capital base decreases rapidly in real terms over time in the anticipated high inflation
environment. For example, KRC's liquid assets at the end of its 1994/1995 fiscal year (June
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30. 1995) could approach US$800,000." While this level of funds would generate approxi-
mately US$240,000/year in interest income at current 30 percent/year interest rates and
presently cover almost 50 percent of KRC's budget, Jamaica's high rate of inflation will
rapidly decrease the buying power of this interest income in future years and it will cover a
progressively smaller share of the total KRC budget. The situation would become even worse
if interest rates were to fall.

The three industrial complexes presently owned by KRC can produce a net income stream of
US$50,000 to US$100,000/year, assuming proper management. This income stream should
be able to almost keep up with inflation as long as the buildings are retained. Upon sale of
the buildings, KRC will benefit from a one time infusion of cash, and an initial increase in
its real interest income. However, KRC will then lose its only long term inflation protection
and thereafter see a steadily declining proportion of its budget funded by interest income.
Without turning to outside donors, KRC's only other sources of funds will be to eat into its
capital base by actively withdrawing cash in excess of interest income. or to generate fee
based income.

Another potential sourcc of income is fees earned from development activities. While the
source of income could generate substantial funds, KRC's experience is that fee income in
most vears will cover a relatively small share of KRC's experditures.

With receipt of remaining USAID funds, KRC should be able to function for four years at
“core” level operating, project, and program levels before it must sell one or more of its
industrial complexes. This scenario assumes the receipt of US$750,000 in USAID funds over
the July 1, 1994 to July 1, 1997 period (based on the expectation that USAID will stretch out
its funding to KRC over the next three years); the successful liquidation of all KRC real
estate holdings (other than the three industrial complexes) by mid 1995; and a maximum of
US$250,000/year in otherwise unfunded project/program costs.

The sale of the industrial complexes in late 1998 could extend KRC’s life at the same
program level for another four years to mid 2001, without the need for additional USAID
funds beyond Phase 11.

In short, without any additional public or private sector support, KRC can support itself for
at least another seven years. In fact, KRC is likely to obtain additional funds from USAID
and other donors, and KRC is actively soliciting support from the private sector.

This “base case” scenario is illustrated in Table 10, which shows KRC’s possible cash flow
to 2002 under a delayed industrial prop.rties sale. Essentially, the Phase I and IT USAID
funds and KRC earnings and reflows will have given KRC the potential of a total life of a
minimum fifteen years at a sustained level of effective activity (from the beginning of its

YAssumes sale of all Harbour Street sites, recovery of remaining Public Building West monies, receipt of
US$250,000 from USAID over the fiscal year, and beginning of year cash in the bank of US$100,000.
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TABLE 0

Kingston Restoration Company
Hlustrative Projection of Potential Revenues and Expenditures

at Minimum *Core"* Operations Levels

Fiscal Years: 1994-2002

(July 1 — June 30}

*Note: This projection is designed solely to illustrate how KRC could survive for at least seven more

individual projects and programs without funding beyond the remainder of the current Phase | USA

40,000/ycar. Obviously, any additional funding souces over and above those illustatzd here would

fund =indowment to extend its life beyond 2002.

InUS $

years at present core staffing levels and expend $US 250,000/year on
ID grant, and present minimum third party donations of approximately $US
allow KRC to support edditional levels of program activity or alternatively

Assume Inflation at 30% Interest at 30% |
1994/ 1995/ 1996/ 1927/ 1998/ 1999/ 2000/ 2061/
1995 19396 1997 1998 1999 2000 25001 2002
[ (Exchange rate:Jamaica §:US$) 36.8 47.8 62.1 80.8| 105.0 136.5 177.5 230.7
income
Net Renta! income $94,750 $101,786 $98,243 $91,886 $0 %0 $0 $0
Devslopment Fees $104.783 $20,921 $20,921 $20,921 $20,921 $20,921 $20,921 $20,921
interest Earned $95,543 $150,055 $114,524 $79,513 $339,779 $226,223 $112,276 $797
[__Subtotal—Operational Income (A) $285,076 §272,761 $233,688 $192,319]  $360.700 $247,144 $132,196 $21,717
Expenses
Core Operations $251,359 £251,569 $251,569 $251,569 £251,569 $251,569 $251.569 $251,569
Debenture Interest $32,509 $25,105 $19,311 $14,855 $11,427 $8,79% $6,761 $5,201
| Subtota!— Operational Expenses {B) $283,957 $276,674 $270,880 $266,424 $262,996 $260,359 $258,330 $256,770
[NET CAS!{ FLOW : C “cRATIONS (A)—(B;=(¢ $11,109 (83.912 ($37.193) ($74,104) $97,704 1%$13,215) ($124,134) ($235,053),
Other Cash Flow in Period
Prolacts/Programs Costs ($290.761) (6290,795 ($290,795) ($290,795) ($290,795) ($290,795 ($290,795 ($250,795)
US AID Grants $250,000 $250,000 $250,000
Other Private/Public Contributions $40,761 $40,795 $406,795 $40,795 $40,795 $40,795 $40,795 $40,795
Building Sales £543,478 $1,531.435
Borrowings/Advarices/Recoveries $67.935
[NET CASH FLOW—OTHER ACTIVITIES [{3)] $611,413 ($0 ($0) $1,281,438 {$250,000) ($250,000) {$250,000 ($250,000),
Beginning of Pericd Balance $27,174 $500,184 $381,748 $265,042 $1,132,597 $754,078 $377,587 $2,656
Net Cash Flow for Period (C)+ (D) $622.522 ($3,912) {337,193} 51,207,334 ($152,296) ($263,215) ($374,134) ($485.053)
{End of Pzriod Balence $£49,696 $496,272 £344.555 $1.472,376 $980,301 $49D 5563 $3.453 ($482,397)

Notes:

1. This model assumss 30%/yr. inflation in Jamaica dollars, 30%/yr. interest rates and 30%/yr. devaluation against US $
2. USAID funds are assumed distributed at rate of $250,000/yr (US) tor three years frem July 1, 1994 thru June 32, 1597
Other donors are assumed tc contribute annual a:nounts at & rate of 150% f the donor commitments KAC presently has lined up

3. Matalon sitas:, 104:102—110 Harbour sold in 1994—1995; PBWadvanzes recovered in 1694~ 1095, ardy industrie! sites sold ir June, 1998,

4. 1984/1995 Incomie / Expenses from KAC Transitional Plan with szme modifications: development fras assumed lower from 1995 on;
Net Rertal Income per sepamtely attached projection of Reittal Opemtions , which differs from %AC's last forecast
S. interest eamed is calcuiated by taking previous years End of Period Balarce times 30%
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enhanced operaticns in 1986-87). This is in addition to having completed all the important
Project outputs and impacts earlier described.

If the KRC Board and management effectively diversify KRC’s funding base over the next
two years, they could either fuuther extend the organization’s life beyond 2001 or expand the
range of activities and uses of the additional funds over the next five years (possibly risking a
shorer life if no other funds are brought in). The organization has in place the technical
capacity and credibility to become institutionally self sustaining by further developing its
relationships with local funding sources and other international donors and lenders.

2. Potential Liquidity Problems

Premature sale (over the next one to two years) of the KRC industrial properties is
neither recommended nor likely to be feasible given their present tenancy status and larger
national economic conditions. KRC is unlikely to find a buyer at present except at unaccept-
ably low prices. The financial and real estate experts interviewed were pessimistic about the
opportunities to sell any of KRC’s holdings at this time and did not believe that use of
innovative approaches such as sclling them to a public real estate investment trust would be
advisable.

KRC presently has a very limited cash huffer (approximately US$100,000) which will be
substantially enhanced within the next several months if all projected actions now in
advanced stages materialize.”® Significant delays in closing the 108-110 Harbour Street sale
or in receipt of USAID funds (over the next several years) could put KRC in a short term
cash flow bind, with a resulting devastating impact on planning and performance of KRC’s
baseline activities. As the cash flow in Table 11 shows, while it is not absolutely critical for
KRC to receive all of its remaining potential USAID funding in the next year or two, it is
critical for it to receive all the USAID funds by mid 1957.

Another cash flow crisis could occur in 1998 if at least some of the industrial properties are
not sold by then.

3. Use of USAID Funds in Phase II: Remaining Two Years

The remaining funding that USAID is obligated to provide (approximately
US$750,000 as of July 1994) should be used to help KRC transition over the next several
years to self sustaining status. Broadly based activities emphasizing relationship building with
governmental and private sector entities (including promotion, lobbying, planning, and joint
venwure/matching funding efforts) will further this goal and should receive priority support
and funding. Funding of further speculative real estate development projects for its own
account or marketing studies is not recommended, although KRC should make efforts to
promote and facilitate investments by the private sector.

®These actions include continued receipt of USAID monies on a periodic basis; completion of 104, 108-110
Harbour Street deals; close out of ICD properties; and completion of Public Buildings West recoveries.



TABLE 11

Kingston Restoration Company
llustrative Projection of Potential Revenues and Expenditures
at Minimum "Core®* Operations Levels
Fiscal Years: {994—2002

(July 1 — June 30)

*Note: This projection is designed solely to Illustate how KRC could survive for at least seven more years at present core staffing levels and expend $US 250,000/year on
individual projects and programs without funding beyond the remalnder of the current Phase I USAID grant, and present iainimum third party donations of approximately $US
40,000/year. Obviously, any additional funding sources over and above those iflustated here would allow KRC to support additional levels of p ogram activity or alternatively
fund endowment to extend its life beyond 2002.

INUS $ Rental Operations
Vacancy = 20%  Assume [nflation at 30% Rent Increases at 27%
1994/ 1995/ 1996/ 1997/ 1998/ 1999/ 2000/ 2001/
1995 1996 1997 1998 1999 2000 2001 2002
(Exchange rate:Jamaica $:US$) 36.8 47.8 62.1 80.8 105.0 136.5 177.5 230.7
incoma:
NNN Potential $137,908 $154,812 $151,239 $147,749 $144,339 $141,009 $137,754 $134,576
Less Vacancy ($27,582) (815.481) ($15, 124) (814,775 ($14,434) (514 101) (813,775) ($13,458)
Net rental Income $110,326 $139,331 $139,331 $132,974 $129,905 $126,908 $123,979 $121,118
Operating Expense Racovery $219,565 $247,218 $247,218 $247,218 $247,218 $247,218 $247,218 $247,218
Property Management Fees $39,293 $19,777 $19,777 $19,777 $19,777 $19.777 $19,777 $19,777
Collection Past Due Rents $64,918 $13,207 $9.664 $9.664 $9.664 $9,664 $9,664 $9.664
Total Income (A) $434,103 $419,532 $415,989 $409.633 $406.564 $403,566 $400,638 $397,777
Expenses:
Adminisirative $21,060 $23,733 $23,733 $23,733 $23,733 $23.733 $23,733 $23.733
Marketing and Advertising $0 $0 $0 $0 $0 $0 $0 $0
Other Administrative Expensss $17,446 $0 $0 $0 $0 $0 $0 $0
Operating Expenses on Properties $274,457 $274,686 $274,686 $274,686 $274,686 $274,686 $274,686 $274,686
Provision for “ontal Arrears $26,391 $19,327 $19,327 $19,327 $19,327 $19,327 $19,327 $19,327
Total Expenses (8) $339,353 $317,746 $317,746 $317,746 $317,746 $217.746 $317,746 $317,746
OPERATINHG INCOME/ (DEFICIT) (A)—(B) $94,750 $101,786 $98,243 $91,886 $88,818 $85,820 $82,891 $80,030
Property Values
Knitting Mills $347,417 | $373,214 $360,223 $336,916 $325,665 $314,673 $303,934 $293,444
D & B Phase $379,000 $407,143 $392,971 $367,545 $355,271 $343,279 $331,565 $320,121
Machado $852,750 $916,072 $88~ 155 $826,977 $799,359 $772,379 $746,021 $720.271
Total $1.579,167 $1.696.429 $1,637,379 $1,531,438 $1.480,294 $1,430,331 $1,381,520 $1,333.836

Notes:
1. The 1994/1995 numbers are from KRC's Transitional Plan with the exception of "Collection of Past Due Rents* and *Provisions for Rental Arrears® which have been modified to reflect more recent information.
2. The 1995/1996 and beyond figures assume an aggressive property management effort that stays on top of rental problems and afso increases rents on expiring lsases way below market.
Rents are still assumed to remain significantly below market after being increased in 1095/1996 and are assumed to slowly fall behind inflation.
3. Property Values are calculated based on a 6% capitalization rate of net income in year of sale. While some have argued that cash on cash returns Downtown shoutd be in the 10—11% range, we have
this lower capitalization rate to refiect the significart room for improvement in rental rates as well as operating cost efficiencies thata more aggressive buyer could achieve.
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KRC should use this period to achieve the following minimum goals:

* Professionally manage the industrial complexes and maintain their physical condition to
maximize their value and ready them for sale in two to three years.

* Put in place a community development structure that can support a sustainable level of
defined programs over the next ten years. Aside from institutional and staffing issues,
this involves obtaining long term commitments from other funding sources to support the
program.

® Assist in building ard broadening governmental and private sector institutional capacity
to sustain downtown development, specifically including the DKMD and GOJ involve-
ments and the Task Force for Downtown Improvement recently established by the Office
of the Prime Minister.

* Complete the Harbour Street streetscape improvements and demolition program, possiby
including an extension to Orange Street, and encouragement of further real estate
development along these corridors.

* Ensure that decisions taken as a result of the KRC management review and preparation
of the Business Plan are implemented (see Attachment E).

4. Funding Alternatives for KRC

In the next five to seven years, KRC should complete its transformation into a self
sustaining institution no longer dependent on USAID monies. Critical to this period will be:

® Recovery of funds from the industrial properties by their successful sale or securitiza-
tion.

© Development of ongoing financial support from a variety of government, quasi-govern-
mental, foreign donor, and private sector players in KRC’s base mix of programs and
activities, i.e. self sustainability of the program budget from a wide varisty of sources
excluding USAID.

* Limiting activities of KRC primarily to Inner Kingston and to those supporting a specific
set of goals and capacities.

Within the next two to three years KRC should, given its past track record and experience,
be able to identify and put in place ongoing permanent funding commitments from other
donors for each of the basic program elements it now carries out. In the event KRC cannot
generate the needed levels of financial support in the given time period, it will need to scale
back its activity and staffing levels and/or allow itself to go out of business.

If these various sources cannot be put in place within two or three years, then the unfunded
elements should be phased out in short order thereafter. A failure to generate needed support
beyond USAID funding would have to be viewed as a lack of local support for the unfunded
project/program elements and these elements would neec to be rethought. This would be a
reasonable idea, for if KRC cannot, after over ten years of activity, convince the various
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coastituents of the host country that a specific program element is worthy of continued local
support, then that element has perhaps outlived its productive life.

USAID funding is scheduled to terminate in June 1996 and financial scenarios suggest that
with present resources (including receipt of the USAID funds promised to KRC) KRC can
continue to function at an effective level for three to seven years before decapitalizing itself.
Over that period of time, given the current climate downtown and the macro-economic
environment in Jamaica it is unlikely that the revitalization process and downtown real estate
market will have developed to the point where no further public-purpose investments will be
required, and certainly the community development needs of the residential portion of the
Project Area will be wanting. This timeframe is not surprising given the experience of large
scale redevelopment efforts in the United States and Europe. Many projects have taken 20-30
years to complete. Consequently, a continuing if evolving role for KRC can be anticipated
for many years to come. In fact, an explicit and high priority program objective for KRC
should be fundraising to underwrite its operations and programs.

KRC has been effective in working with bilateral and multilateral foreign donor organizations
and various local charities and foundations: for example, KRC is working on a regular basis
with USAID; ODA; the World Bank; and such local organizations as Rotary Club, Multi-
Care, and the United Way.

The two most promising opportunities for substantial future funding appear to be the World
Bank funded Urban Social Investment Fund (USIF) and continued funding from USAID.
KRC’s success over the past eight years and the overall Inner Kingston Development Project
are viewed very positively by World Bank staff. The objectives of USIF are likely to be
consistent with those of the Project. Potentially, substantial funding might be available from
USIF for Inner Kingston, and KRC is a likely implementing agency. KRC should take full
advantage of any opportunity to shape the design of USIF in the coming months and apply
for one of the initial project grants at the earliest possible date.

Additional USAID assistance appears more problematic, given current funding trends. The
Project’s and KRC’s record of accomplishments warrants further assistance in spite of the
Project’s limitations and KRC’s inability to achieve the rates of return originally projected.
Anticipating improving market conditions and increased private investment from the private:
sector, KRC’s financial needs will be for funds to support community development programs
and other non income producing activities. Despite budget constraints such activities may fit
within USAID’s future objectives for the country.

KRC should continue to explore other fundraising avenues to support itself. Off-shore
foundations and other government donors may be attracted by the programmatic objectives of
the Project and the dire needs of Inner Kingston residents. There remain opportunities for
KRC to earn fees and profits from carefully selected projects. There may be opportunities to
receive GOJ funding for carrying out specific assignments. In seeking other funding KRC
needs avoid undertaking projects that divert its attention from the revitalization of Inner
Kingston or do not relate to its original goals or capabilities.
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D. Physical Development Considerations

KRC should limit its future real estate development activities to packaging and promot-

ing projects for investors and executing feasible, small, fast turnaround projects and
programs with a focus on sustaining and intensifying the successful development trends now
clearly evident in the downtown area. This view is derived from KRC’s extremely limited
resources and the need to ensure that they are being put to their highest and best use and
achieve maximum leverage. Moreover, given the improved market conditions, KRC 10
longer needs to demonstrate that successful real estate projects can be developed downtown.

The single most important criterion for assessing potential real estate projects shouid be their
limited need for KRC funds. The evaluation recommends that no single real estate project be
started or continued that would individually involve more than US$100,000 of KRC funds
over the next three years. Furthermore the evaluation recommends that KRC never commit
to investing more than US$50,000 in any one such project unless there are firm commitments
of funds from sources other than KRC or USAID on at least a matching basis. Future
projects should also be measured against the following criteria:

Ease of execution and shortness of time to complete, with no unusual site conditions or
land assembly problems to cause long delays or excessive costs.

Support of multiple development objectives.

Focussed reinforcement of existing positive trends, including geographic concentration
(i.e., do not spread out into new areas).

High degree of leverage in attracting other funding and participants and in developing
other institutional and skill capacities.

Diversification of KRC’s funding support among multiple projects rather than one or two
large ones.

High priority or critical to downtown development.
No other organization appropriate for contemplated support role is available.

Examples of representative programs/projects might include the following:

Streetscape programs for Harbour and Orange Streets

Leveraged grants/loans for property owners on designated streets or for specified types
of projects (¢.g. enterprise development, housing)

Job skill development programs related to construction of actual iraprovements (e. g.
streetscapes, parks)

Technical/materials assistance for self help housing projects

Promotion and planning of specific projects/plans with other agencies, institutions, and
property owners

Facilitation and promotion of private projects (e.g. brokerage, temporary option holder,
feasibility studies and market analysis, fee development for property owners)

Fee development of government projects
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If an individual program element proved highly successful and provided substantial leverage,
the limitation on KRC/USAID funds might be appropriately reconsidered. For example, a
new Restoration Grants or streetscape program that generated millions of dollars of matching
private investments could be continued beyond the $100,000 level.

Generally the above criteria would result m limiting KRC’s role to covering a limited amount
of up front costs and providing technical and development management assistance on
projects. KRC could (if necessary) play a role in helping property owners or would-be
developers with some feasibility studies and market analysis, packaging a project, identifying
financing sources, finding tenants, and providing development and construction management
services.

These criteria furthermore would mean that KRC would withdraw from any further substan-
tial investments in large development projects unless it specifically has partners who are
willing to fund, up front, KRC’s staff, technical assistance, and direct development costs
associated with these particular projects, and who, moreover, have access to the capital
needed to implement the development. When these sponsors are in place, KRC should use its
funding commitments to put in place the best available development management team
possible. This type of management and expertise is expensive, and KRC should expect its
project participants to fund the salary levels needed to attract and retain good development
talent. An example of this role would be undertaking developments similar to Public
Buildings West.

In terms of immediate specifics, the evaluation’s recommendation would imply that KRC
should rot invest in the Wray and Nephew project, the Rum Stores, and the Hanna Building
unless specific outside sponsors with adequate funding come forward. For example, the
scarcity of alternative buyers for the Hanna building suggests that KRC does not need to
option it now: instead of putting up money, KRC might focus on facilitating dialogue
between the current owners and potential users and financing sources.

For the reasons specifically discussed in Section IV.A. of this report, the evaluation recom-
mends against KRC attempting to expand its property management function beyond that
needed for its current industrial holdings. The evaluation does not believe that KRC could
make property management profitable or that KRC should devote its already taxed inanage-
ment resources to this activity. Unless KRC can demonstrate over the next year that property
management is profitable and worthwhile, this function should be phased out.

Any available public resources could best be applied to providing badly needed infrastructure
improvements that can constitute a better framework for small scale private economic activity
and investment. Of critical importance would be projects aimed at resolving the congestion,
safety, and environmental issues presented by the failure to complete the West Kingston
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Markets project and the Urban Bus Terminal®'; better road access into and through Inner
Kingston (e.g. the east-west boulevard alongside the Bay connecting the Kingston airport to
Spanish Town); road surface and drainage improvements; sewer and water improvements;
public safety measures; and added streetscape programs. Action on these fronts can provide
the framework and confidence with which a myriad of private entrepreneurial decisions and
actions can go forward.

VIII. RECOMMENDATIONS

The evaluation makes the following recommendations to USAID, KRC, and UDC:

USAID

* The unspent USAID funding budgeted for KRC is an essential part of KRC’s financial
resources for the next few years. USAID should continue to provide financial and
technical support to KRC through the end of the Project. USAID should fully fund
KRC’s budget for the Project. Its ability to continue to operate in the short term, until
it can liquidate its property holdings, is contingent upon receipt of operating and
program funds from USAID. Large cutbacks or delays in receiving USAID funds would
have a substantial negative impact on KRC, and if the cutbacks were severe, KRC could
face a critical cash flow problem. KRC’s effectiveness and reputation would be adverse-
ly affected without some continuing resources from USAID to fund KRC real estate
deal-making activities and public-purpose programs.

* USAID should consider KRC’s request to reallocate Strategic Investments funds to
other activities. Highest funding priority should be given to continued funding of KRC’s
core operations (e.g., promotion, marketing, lobbying, and catalytic investment activi-
ties) and capitalization of the KRC Community Development Foundation.

* If additional USAID funds are made available, these funds should be directed, in
descending order of priority, to: (1) high impact community development activities
(e.g., expansion of the YESS Program, micro enterprise/training activities, and the
Network of Urban Community Based Organizations [NUCO)); (2) support and
expansion of the Downtown Kingston Management District (DKMD); and (3)
implementation of the Vision 2020 Plan. These specific activities are further explained
elsewhere in these Recommendations.

® The Project is scheduled to end in Iess than two years. USAID and KRC ought to be
planning how to prepare KRC for the completion of the Project. Specifically,
between now and the PACD, KRC should make every effort to strengthen its financial
position. USAID should require KRC to regularly update its Business Plan; carefully
monitor its cash management practices; and take steps to ensure KRC meets its revenue,
fundraising, expenditure, and project development targets. USAID should work closely

#This comment is in no way meant to be an endorsement of completing the West Kingston Markets Project
and Urban Bus Terminal as last designed. It is, instead, to point out the need to actively work on a viable
solution to the problems caused by the partially completed existing projects.
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with KRC to ensure that properties under development are completed and sold and help
KRC develop a strategy to sell its industrial properties. The proceeds from these sales
should be placed in a reserve accouat, the proceeds of which will be dedicated to
funding KRC’s future operating expenses and programs. Flexible guidelines should be
established by USAID and KRC for the use of the reserve funds, but cash management
policies should be based on preserving KRC’s asset base.

USAID should begin to discuss now with KRC what conditions and agreements it
will want to have with KRC after the PACD. Because KRC will have a substantial
capital base (in cash or real estate assets) when the Proiect ends, USAID has legitimate
concern about how those assets will be used. KRC needs to know with as much clarity
as possible when USAID funding will be provided and what involvement or require-
ments (including reporting requirements), if any, USAID anticipates having with KRC
after the PACD. USAID should begin negotiating a post PACD understanding with KRC
about what USAID’s role will be in programming and controlling KRC assets. At the
same time, USAID should vest control of the assets in the XRC Board. The following
guidelines for the agreement are recommended: (1) the agreement should be in effect for
a defined period (e.g., five years) after the PACD, (2) the KRC Board should agree it
will not revise KRC’s by-laws without USAID concurrence in any changes, (3) KRC
should agree to use all KRC resources to further the objectives of the Inner Kingston
Project, (4) KRC should submit an annual budget proposal to USAID for comment and
USAID and the KRC Board should meet annually to discuss the budget, and (5) KRC
should submit an annual report to USAID documenting how KRC funds were spent.

KRC has demonstrated that it is an effective implementing agency and can manage
resources and make good use of USAID funds. USAID should continue its close work-
ing relationship with KRC during the Project period and after the PACD. If addi-
tional funds become available, USAID should consider providing additional funding
to KRC to support Project objectives or if KRC is the logical and most expert
implementing agency. For example, KRC and USAID have discussed the possibility of
a follow-on project to expand KRC’s role in organizing and implementing activities in
other low income areas near Inner Kingston. Such a project would take advantage of
KRC'’s institutional expertise and experience, and if KRC establishes the proposed
Community Development Foundation, should not undercut KRC’s Inner Kingston focus
or limited management resources. While it is easy to identify KRC’s shortcomings, one
of the most important—yet difficult to identify—accomplishments of the Project has been
institutional development of KRC as a major resource for addressing Kingston’s
problems. There is no question that KRC has delivered intangible socio-political value
for the strategic investments provided by USAID. There is also a community-wide
consensus—from private business owners to social service providers to citizens--that the
comprehensive social and economic scope of KRC’s activities must continue in some
capacity.

USAID should continue to support KRC’s multi-dimensional role in Inner Kingston.
A unique feature of KRC’s revitalization strategy is its multi-faceted nature, which
attempts to deal with the multiple factors inhibiting investment and constraining econom-
ic growth. In implementing the strategy, KRC both undertakes its own projects and
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encourages other public and private entities to develop parallel and supportive projects to
revitalize downtown Kingston. The evaluation recommends that KRC continue to act
as a catalyst/packager/broker for real estate development; an inter-agency coordina-
tor and provider of services to the low income residential neighborkood; and a
promoter and marketer for downtown Kingston to the public, the investment
community, government, and international donors. Not only have KRC'’s individual
activities been successful in themselves, but their cumulative positive effects have
significantly helped energize the redevelopment process. At the same time, the evalua-
tion suggests that in the future KRC should rely primarily on other investors to finance
redevelopment projects and that KRC’s role should be a catalytic one. The evaluation
also recommends that KRC get out of the property management business unless its
profitability as an income generating activity can be demonstrated. With these excep-
tions, the evaluation recommends that KRC continue to perform the multiple roles that
have made it so effective in the past.

USAID should consider increasing funding for KRC community development activi-
ties. Only a small portion of total expenditures for the Project have been used for
community development activities. It is true that KRC should not become Kingsion’s
primary social ager._y, but KRC has responded to the important need to focus on
community development. Furthermore, KRC is actively advocating increased BOvern-
ment and private sector involvement in the revitalization process with positive interest
from these potential funding sources. USAID should not terminate funding for communi-
ty development activities in Inner Kingston. As stated in several sections of this report,
although community development activities are generally not income generating, the long
term economic development of Inner Kingston cannot take place without parallel
improvements in the living conditions of its residents. Crime, drug sales and addiction,
and violence are characteristics of economically depressed areas, and these conditions
are a deterrent to prospective investors. KRC recognized these conditions and used them
as a starting point for community development work in its Project Area. This evaluation
has indicated the intangible progress made in improving relations with citizens as well as
the perception of Inner Kingston. This evaluation has also demonstrated the direct impact
that these improvements have made on Kingston’s potential attractiveness to investors.

USAID should consider providing additional support for the Downtown Kingston
Management District (DKMD). The DKMD appears to have had a successful start, as
it is currently supported by an incorporated Board of Directors consisting of active
downtown Kingston business owners. In many U.S. cities, downtown management
districts have proved to be excellent models for providing important supplemental
services, such as sanitation and safety management and marketing of downtown attrac-
tions. If USAID has funds available, this support could be an important factor in
furthering downtown revitalization. The Urban Institute’s recent business survey
identified public safety as a continuing concern for the business community. Specifically,
USAID should consider providing additional financial support for the DKMD’s public
safety program.

USAID should consider funding follow-on activities for the Vision 2020 Downtown
Plan. Although the preparation of the Plan involved unprecedented community participa-
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tion, the relevance of some of its recommendations to Kingston could be questioned.
Given the level of funds already invested in preparation of the Plan, it would be
productive for USAID to fund some additional follow-on activities to narrow the scope
of the Plan and to formulate a specific course of action for its implementation. This
information should be made available to investors, government offices, and the public,
as it could help to stimulate interest in the downtown area.

Given the current level of KRC’s resources, USAID should help KRC develop a
plan to remain effective over the medium term rather than focusing attention on
KRC’s long term financial sustainability. KRC’s current level of resources are
inadequate to ensure the long term sustainability of the organization. The evaluation
estimates that US$500,000 a year is the minimum KRC needs to pay for core operations
and fund essentia! services and activities. Without that level of expenditre, KRC cannot
be an effective caialyst for change. Given that assumption and KRC’s sale of its real
estate assets, it appears that KRC will have sufficient funds to continue to carry out an
effective program for a minimum of seven years. Over that period KRC should be able
to play a key role in creating a self sustaining environment for private invesiment and
economic growth. This does not mezn that the redevelopment process will have been
completed or rhat there will no role for KRC seven years from now. KRC’s long term
sustainability will be determined in large part by its ability to generate sufficient
operating resources. If KRC were able to raise additional funds, there would be many
opportunities to spend then effectively on addressing physical and social problems of the
low income residential community downtown. Even if KRC decapitalizes itself in seven
years, its accomplishments will have besn more than worth USAID’s investment in the
Inner Kingston Development Project.

While USAID is encouraged to continue support to KRC, USAID should not en-
courage or fund KRC to take on new projecis that will undercut its efforts in Inner
Kingston. KRC’s management and technical resorces are more than challenged by the
demands of Inner Kingston.

USAID should help KRC identify other sources of tinancial and technical support
for the future and encourage other donors and the GQJ to support KRC. With the
completion of the Inner Kingston Development Project, KR will have to be creative in
raising funds to support its core operaiions and programs. USAID can play an important
supportive role in helping KRC generat: new sources of revenue such as funds from the
World Bank supported Urban Social Investment Fund (USIF). At the same time, USAID
should avoid being overly prescriptive about what KRC should or shnuld not do. With
less than two years before the PACD, USAID should be allowing KR more latitude
and flexibility in making funding and program decisions. This will not oaly help KRC to
respond more quickly to opportunities bui also to take more responsibility for its acticns,
which it is time for KRC to do.

USAID directed technical assistance and management support from USAIL have
been important factors in the Project’s positive results. These activities shouid be
continued to the extent these resources are available. This support should be targeted
to help KRC revise its Business Plan, address its management and financial problems,
improve staff expertise, and develop a strategy to sell its properties on a timely basis.
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®  While some resentment and frustration remain due to USAID’s decisions not to fund
completion of the West Kingston Markets project or extend the Harbour Street Sewer,
USAID should continue to make efforts to improve its working relationships with
UDC. USAID should press UDC to put the new Harbour Street Sewer into ope-
ration. Because of UDC’s legal authorities, expertise, and land and property holdings,
its active involvement in Inner Kingston is essential.

® As was pointed out in the 1989 Project evaluation, urban development projects in the
United States analogous to the Inner Kingston Development Project require a
minimum of ten years and more typically 20-25 years te complete. USAID should
keep this experience in mind in evaluating the success and impacts of the Project.

KRC

® The goal of financial self sufficiency without some support from donor organizations
(including USAID) or the Jamaican private and public sectors is not realistic for KRC.
An economic, physical, and social development agency like KRC should not be expected
to generate internally all the funds it needs. KRC’s public-purpose nature and develop-
ment goals prevent KRC from maximizing investment income and profit. KRC’s
primary objective today should be to undertake projects or activities not based on
profit or income considerations but which help to create a positive investment
climate and serve the overall interests of Inner Kingston and the Kingston commu-
nity. At this point in the cycle of revitalization most of KRC’s projects and activities
should be of a non income generating or catalytic character.

® KRC has developed a Business Plan to analyze its financial situation and chart its
financial strategy. KRC should review and periodically update its Business Plan and
use it a5 a tool to manage its resources. If expected revenues are not forthcoming KRC
needs to act quickly to identify other sources of income or reduce costs. It should
allocate adequate staff resources to generating additional revenue sources for its operat-
ing costs and for programs in Inner Kingston.

* KRC has not adequately defined its development strategy, taking into account its current
and likely financial resources. KRC needs to focus its energies. KRC should continue
to clarify its role in an overall strategy for improving Inner Kingston. KRC should
dev e all of its energies and financial resources to Inner Kingston, unless there is a
cunpelling and ove:riding reason to take on other responsibilities. KRC needs to
continue to focus its efforts and maintain its reputation of delivering on its promises.
The organization lus tended to take on more responsibilities than it can handle. In the
future it needs to be more selective and to focus staff attention on short to medium term
high payoff endeavors. Also, KRC needs to clarify what are the most cost effective uses
for the limited amounts of funding it has available. Given its limited resources, KRC
needs to more: effectively monitor its financial resources and operating costs.

* Many of XRC’s most successful activities have been public-purpose and non income
producing. KRC ought to consider allocating some funds if available (from the Stra-
tegic Investine. .t budget) to ihe Restoration Gran*s and Street Upgrading programs,
both of which have effectively leveraged private resources and have widespread
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visual impacts. The cost of modest programs would be small but their value in further-
ing revitalization objectives would be important.

The position of XRC Deputy Executive Director should be filled. KRC needs to
devote more attention to real estate and development problems. KRC should have a
deputy director with clearly defined responsibilities and hire a development officer
experienced in real estate (if necessary on a part time or incentive basis). Alternatively,
someone could be hired to handle finance and accounting responsibilities on a day to day
basis, and the current comptroller could devote more iime to development and real estate
matters. KRC should allocate senior management time to address the following priority
issues: (1) coilaction of property arrearages and renegotiation of market-based leases of
KRC owned space, (2) development of a strategy for optimizing the benefits of the
Vision 2020 Plan for Inner Kingston, and (3) expediting the completion and occupancy
of Public Buildings West, the sale of land to ICD, and the timely collection of all funds
owed to KRC for development projects.

KRC should not get involved in any major develonment project unless most of the
funds will be provided by other investors and a financial analysis demonstrates it
will earn a market rate of return. Conditions downtown have changed since 1986 and
KRC’s role now should be that of project packager/catalyst/broker. In deciding which
projects KRC should focus its attention on, past history suggests that KRC' should avoid
complex, large scale projects that require KRC to invest an inordinate amount of time
and money, that do not have identified funding sources, or whose feasibility depends
upon parliamentary action. KRC funds should typically be used for economic and
promotional studies and “seed money” to leverage deals.

KRC should not be a long term property owner. KRC should sell its industrial prop-
erties when market conditions improve. In order to maximize the resale value of its
industrial complexes KRC needs to devote more attention to property management, leas-
ing, and rent collection and take aggressive action to address problems of vacancies and
arrearage. However, KRC should exit the property management business as soon as
possible, unless KRC can demonstrate over the next year that it is a profitable activity
and worth the effort. Property management is very labor intensive and usually is not
sufficiently profitable to justify the management time required by such a business.

KRC should give its Community Development Department its own independent
management and funding base (under the umbrella of KRC). KRC’s community
development program has been very successful, but in order to attract the funding it
needs, KRC should establish a tax exempt Community Development Foundation and
provide it with a capital base. The foundation should have a clear cut plan and schedule
for raising funds, and the Board of the foundatiun should closely monitor the implemen-
tation of the plan. Foundation staff and the Board need to be firmly committed to
fundraising and increasing the community development resources for Inner Kingston.
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UDC and GOJ

* UDC should complete the Harbour Street Sewer and put it into operation.

* UDC should review its redevelopment program for Inner Kingston in light of
changes over the past eight years. UDC should review and evaluate its plans for Inner
Kingston and as part of that process address the problems of what to do with the vacant
Urban Bus Terminal site, how to market and put to use all the vacant lands it owns
downtown, what to do with the Oceana Hotel property, and how UDC and KRC can
work together more constructively. The “Annual Planning Process” employed in the
earlier years of the Project might be revived. Areas for potential cooperation include
joint planning for specific areas, joint development of sites, and joint marketing of Inner
Kingston.

* Relocating GOJ offices downtown can be a powerful and cost effective revitalization
tool. GOJ should make every effort to relocate more offices downtown and use its
need for lower priced space as a development tool. There are clearly many ways UDC
and KRC can work together on this common objective.

* The tax incentives for Inner Kingston can help spur the revitalization process. GOJ
should promptly issue the regulations for downtown tax incentives to prevent
investors from delaying building plans and to eliminate uncertainty about what the
rules will be. The rules for qualifying for tax exemption should be simple and transpar-
ent. While some businessmen question the value of the incentives, they will certainly
focus investor attention on Inner Kingston.

*  The creation of the Task Force for Downtown Improvement will further downtown
redevelopment. GOJ should consider the Task Force for Downtown Improvement as
the central policy advisory board for government and use it to help coordinate
revitalization efforts and keep GOJ aware of what actions it must take. There is a
continuing need for an active public development organization in Inner Kingston. If
UDC cannot play that role, some other organization should be assigned those powers.
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Characteristics and Impacts of Principal KRC Development Projects

Machado, Knitting Mills, and Denoes & Geddes Brewery

These three large manufacturing facilities were vacant, had fallen into severe blight, and
were occupied by squatters and gunmen. They were symbols of the dereliction and despair
afflicting the downtown area.

KRC acquired and renovated all three structures, which were the first major renovations
downtown in many years and led the way for further private sector investment. The three
manufacturing facilities provided a major source of stability for East and West Project
Area boundaries and helped restore confidence in Inner Kingston.

In these three facilities alone, almost 2,000 jobs were created.

Machado was partially financed by long term bonds bought by the private sector; the bond
issue demonstrated initial private sector willingness to reinvest in Inner Kingston.

38-40 Harbour Street

KRC undertook rehabilitation of 38-40 Harbour Street as the first major renovation on
Harbour Street, the main east-west downtown corridor.

The successful completion and renting of 38-40 Harbour Street added confidence for ICD
to later begin its J$100 million redevelopment of corporate offices, one block away.
38-40 Harbour Street was KRC’s first syndication of property; private investors bought
out KRC’s investment and further demonstrated private sector commitment to Inner
Kingston.

ICD Land Assembly

KRC assembled derelict sites for sale to one of Jamaica’s largest companies; if KRC had
not assembled the site, ICD may well have relocated headquarters out of the downtown

area.

ICD has already invested over J$100 million in improving the previous derelict building
shells and has plans to develop more land in the area.

The ICD site is now headquarters to at least five large subsidiaries as well as its headquar-
ters, including a major unit trust and life insurance company.

The quality of ICD’s development is a symbol of the potential downtown.

Multi-Care Foundation started by ICD provides social programs in the Project Area and
probably would not have been created if ICD had not remained downtown.

95 Harbour Street

KRC acquired 95 Harbour Street and sold it to the Bank of Nova Scotia for the bank’s
subsidiary building society headquarters. This is the first relocation of a banking institu-
tion’s headquarters back to Inner Kingston.

KRC also brokered acquisition of two adjacent properties for the Bank of Nova Scotia to
assemble a large enough site for its subsidiary building society.
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104 & 108-110 Harbour Street
* KRC acquired, renovated, and leased two derelict buildings to Island-Victoria Bank for its
branch office, which signaled further confidence of the financial sector in Inner Kingston.

* KRC is selling the properties to the National Insurance Scheme, which is a breakthrough
in attracting major pension fund investment into the downtown area.

3 Duke Street

* KRC convinced the Anglican Church to renovate this derelict building on an important
strect. This was the first renovation on this street, which has subsequently been almost
totally renovated.

* 3 Duke Street is also KRC’s headquarters, which the Anglican Church leases to KRC on a
concessionary basis.

Public Buildings West and Justice Square

* Public Buildings West (PBW) is one of the historic government buildings in Kingston. It
had become dilapidated, was occupied largely by squatters, and was an eyesore. As GOJ
was searching for budgetary solutions to its huge deficits, KRC proposed renovating PBW
as an agent for GOJ. KRC’s construction expertise was viewed by GOJ as a means to
more efficiently and cost-effectively renovate public property than could be accomplished
by government agencies.

* PBW was the second major renovation of government office buildings downtown. The
first was Public Buildings East (PBE), which was part of another USAID project.

* PBW and PBE secure downtown Kingston as the center of the legal community, with the
Supreme Court, Court of Appeals, and Department of Public Prosecutions located in
renovated facilities.

* PBW serves as a relocation facility for government offices (Accountant General’s office)
and helped spur a government decision to relocate a large number of offices downtown.

e KRC'’s renovation of Justice Square greatly improved the image of this major commercial
corridor. Now it alse serves as a base for street festivals and events.

King Street Improvements

* King Street is the historic, major consumer retail street in Kingston. It had fallen on hard
times, and the retail trade was relegated to secondary retail outlets and dilapidated
buildings.

® KRC used a USAID grant to upgrade the street and streetscapes. Restoration grants were
made to owners to improve their facade.

* Today, the retail trade on King Street has again become buoyant. Many stores have been
renovated, and the retail trade is reported to be the most profitable in Kingstor.

(0]
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Duke Street Improvements

Duke Street is the historic center of the legal profession and many financial institutions.
The street and buildings had been dilapidated, reinforcing negative images of the down-
town area.

KRC used its experience on King Street to convince property owners to contribute 50 per-
cent of the cost to upgrade the street and streetscape, with the remaining 50 percent
deriving from USAID funding.

Today, Duke Street has charm, and most of the buildings in the area have been renovated.
The legal community and financial institutions have stayed and expanded.

Restoration Grants Program

Many small businesses and buildings in the Project Area needed substantial renovation,
but the small investor lacked both confidence and capital to undertake substantial building
renovations.

KRC used USAID grant funds and reflows from investments to make 51 grants totaling
J$3.7 million. The small business owners invested another J$29 million to complete
255,000 square feet of commercial building space.

The Restoration Grants Program was highly successful as an incentive to upgrade dilapi-
dated buildings throughout the Project Area.

Building Demolition and Open Space Program and ACE (Clean Environment) Program

There are numerous abandoned buildings and derelict sites in the Project Area. Many are
along key downtown corridors. The abandoned buildings heighten the sense of degradation
in the Project Area, serve as a disincentive for investors and visitors alike to travel
downtown because they associate the derelict sites with crime and violence, and generally
undermine efforts to improve pexceptions about Inner Kingston.

KRC, in conjunction with the City of Kingston (KSAC), is using USAID grant funds and
private contributions to secure derelict buildings and clean up abandoned sites. The
reception by downtown interests to this program has been very positive, with a number of
property owners undertaking site stabilization by themselves. Although final arrangements
were concluded with the City of Kingston only in 1994, 17 buildings have been secured,
covering over 75,000 square feet of land.

KRC is developing 2 third streetscape program for Harbour Street to build on the King

and Duke Street successes. Initial support by property owners along Harbour Street has
been positive, and it is likely that a cost-sharing financing structure will be implemented.
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RESTORATION GRANTS PROJECTS
STATUS REPORT - NOVEMBER 1954

TOTAL ACTUAL
DESCRIPTION OF INYESTMENT | KRC GRANT | COMPLETION
PROJECT NAME ADDRESS WORK SQ. FT. Js) - J3%) DATE
Rooms - Homelectrix 23 King St. Genl. Renov. 10,500 301,000 75,000 4/87 (2)
Stanley Motta 27 King St. Facade 7,225 12,050 6,025 12/87
And H.B. Aguilar Lid. 95 Harbour St. Roof 2,700 177,467 44,366 12/87
Pilot Paint-up Project #1 112-120 Harbour St. Paint-up / Facade N/A 29,082 14,571 23/12/87
Morin's Eng. Shop 12 1/2 King St. Facade 7,225 20,000 10,000 3/88
Lythom Cash & Carry 26 East St. Geni. Renov. 1.875 ‘442,230 L 88,400 3/88 —1!
Indian Comm. Co. 118 Harbour St. Genl. Renov. 3,000 410,795 102,698 6/88 "
A.C. Trust Co. 82-66 Harbour St. Paint-up N/A 25,057 12,528 6/88 I
Legal Holdings 62 Duke St. Genl. Renov. 9,290 244,200 48,840 6/88
Inc. Lay Body 2 Mark Lane Genl. Renov. 4,400 443,089 88,617 7/88
Lady Musg. Soc. 89 Harbour St. Paint-up N/A 6,800 3,400 12/83
Kenric Kidd 83 Port Royal St. Genl. Renov. 7,000 856,349 206,000 12/88 I
Hsi Mein Bun 110 BRarry St. Genl. Renov. 2,146 200,917 40,183 6/89 |
Herman Samuels 203-205 Tower St. Genl. Renov. 3,800 103,332 20,667 10/89 [
W. McCalla 110 Harbour St. Genl. Renov. 3,489 250,233 53,858 12/89
National Dry Cleanirg 53 East Qn. St. Genl. Renov. 16,730 355,997 71,200 12/89
John Collins 92 Harbour St. Genl. Renov. 7,200 693,671 173,418 2/90
Times Store 8-12 King 3t. Facade/Roof 21,000 195,231 49,056 1/90 (2)




TOTAL ACTUAL
DESCRIPTION OF INVESTMENT | KRC GRANT | COMPLETION

PROJECT NAME ADDRESS WORK SQ. FT. J$) J$) DATE
Crafton Miller 1A Duke St. Facade N/A 190,257 48,266 5/90
Norma Linton 7 Duke St. Genl. Renov 1,500 136,690 34,173 4/90
C.D. Alexander 75 Peri Royal St. Genl. Renov. 6,000 416,838 83,367 5/90
A.A. Younis 151 Harbour St. Facade N/A 15.702 4,451 9/90 (4)
N. Alexander 108 Harbour St. Facade N/A 32,013 16,006 9/90
Konvertra Lid. 93 Port Royal St. Genl. Renov. 7,782 123.824 24,765 9/90
Inner City Dev. Trust 5456 Church St. Genl. Renov. 31,090 352,571 38,143 2/91
Herman Samuels 203 1/2 207 Tower St. Genl. Renov. 3,117 128,528 32,132 1/91
Restaurant Associates 121 Harbeur St. Genl. Renov. 9,500 2,491,387 100,000 2/91
Gloria Hendricks 187 Tower St. Genl. Renov. 1,400 523,302 100,000 5/91
Mother’s Enterprise B 14 N. Parade Genl. Renov. 7,200 1,500,060 100,000
V.G. McDaniel 1 W. Queen St. Genl. Renov. 1,100 126,847 25,370 2/91
M&M Hanna Sales Co. 105 Princess St. Genl. Renov. 16,000 3,083,000 200,000 6/91
Broadbent Ltd. 1 Duke St. Genl. Renov. 2,564 689,967 100,000 8/91
Yousef Warwar 26 1/2 - 36 Luke Ln Genl. Renov. 4,546 1,127,664 100.000 11/91
Inner City Trust 54 - 56 Church St. | Facade/Sidwalk 165,805 49,150 7/91
Broadbent Ja. Lud. 1-1 1/4 Duke St. Genl. Renov 3,529 455,780 100,000 2/92
Dennis Hugh 16 Church St. Genl. Renov. 4,000 1,622,633 200,600 12/91
Clinton McBean 3 - 5 Orange St. Genl. Renov. 3,840 2,376,653 100,000 4/92
Strata Corp. 33 Duke 3t. Facade/Roof 2,432 148,210 37,053 12/90 (P)
T.G. Enterprises 37 Victoria Ave. Genl. Renov. 10,000 340,449 85,112 10/89 (P)




TOTAL ACTUAL
DESCRIPTION OF INVESTMENT | KRC GRANT | COMPLETION
PROJECT NAME ADDRESS WORK SQ. FT. Js$) Js) DATE
Carlton Walton 25 West St. Genl. Renov. 1,425 287,185 57,437 8/90 (P}
W. McCalla 40 East St. Geni. Renov. 3,800 386,141 77,228 12/90 (P)
M.]. Investment 81 Harbour St. Genl. Renov. 2,528 682,346 100,000 12/91 (P)
S. Reid/K. D’Oyen 99 Tower St. Genl. Renov. 2,465 798,759 100,000 12/91 (P)
D. McinTosh - Brice 19 Church St. Genl. Renov. 2,607 292,762 58,553 9/92
Leroy Mclntosh 38 East St Genl. Renov. 9,044 495,615 99,123 6/90 (P)
Noel Madden 93 1/2 King St. Genl. Renov. 2,560 162,032 40,508
T. G. Enterprise 37 Victoria Ave. Genl. Renov. N/A 3,679,140 114,888 10/94
Moby Dick 43 Port Royal St. N/A N/A 4,500,000 100,000 10/94
Mothers Enterprise 79 King St. N/A N/A 1,522,000 100,000 11/94
Frater Eunis Gordon 21-23 Duke St. N/A N/A 57,410 25,000 11/94
Heibert Gordon N/A N/A N/A 343,000 63,000 N/A
Total 33,912,012 3,666,557

P = Froposed rather than completed date

N/A = data not available
Source: KRC Records
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PROPERTY

Inner Kingston Development Project
Analysis of KRC Reflows from Real Estate Projects
Actual and Projected Results: 1986—2000
(000’s of Dollars)

INVESTMENT REFLOWS
Year of Jamaica |Exchange [US Year of Jamaica  Exchange MUS Net Refiows
Investment | Dollars Rate** Dollars** Reflow Doliars Rate** Dollars**  |(Dollars)
D & G |, Knitting Mills & Machado* 1987 $21,100 $5.5 $3,836| [Various* $145,200 Various* $2,905 ($931)
38—-40 Harbour street 1988 $5.177 $5.6 $924 1991 $4,408 $17.8 $248 ($677)
78—-80 Harbour 1988 $1,700 $5.6 $304 1989 $1,700 $6.5 $262 ($42)
Public Building West—Phase | 1989 $1,900 $5.6 $339 1950 $1,900 $10.0 $190 ($149
104,108,110 Harbour Street 1993 $9,778 $29.8 $328 1995 $13,916 $38.0 $366 $38
95 Harbour Street 1993 $3,8n9 $225 $169 1994 $6,500 $33.2 $196 $26
Public Building West—Phase Il 1993 $6,000 $22.2 $270 1995 $6,000 $36.0 $167 ($104)
Industrial Center 1989/90 $1,728 $7.0 $247 1994/95 $4,668 $33.0 $141 ($105)
TOTALS $51,192 $6,418 $184,292 $4,474 ($1,944)
Notes:

Investmant = Original inputs of cash into project(s). Reflows =
Various = multiple years of reflows. in the case of these
** Exchange rate and resultant US dollar conversion dete

*

properties, year by year detail
rmined by year, and month of reflow

Cash recoveries in form of niet rentals, refinancings, sales
(including future sales) is shown in Chart .



Reflow Analysis of Industrial Properties

Kingston Restoration Company

{Machado, D & G Phase |, and Knitting Mills)
Fiscal Years: 19861953
(July 1 ~ June 30)

InUS $

Initial 1987/ 198%5; 1989/ 1990/ 1991/ 1092/ 1993/ 1004/ 1995/ 1996/ 1997/
Ir tment 1988 1989 1990 1991 1992 1993 1094 1995 1996 1997 1998
{Exchange rate:Jamaica $:USS) $5.5 $5.5 $5.6 $6.5 $10.0 $17.8 $23.0 $28.5 $36.8 $47.8 $62.1 $30.8
fncome $0 $129,046 $209,847 $353,573 $327.213 $212,759 $252,968 $384,788 $434,103 $419,532 $416,257 $409,542
Expenses $o ($97,845) ($184,107) ($176,323) {$161,448) ($136,447) ($195,905) ($269,820; {$339,353)| (s3t 7.746)& ($317,951) (3317,088,
Net Cash Flow from Operations (A) $0 $31,201 $115,740 $177,250 $165,765 $76,311 $57,063 $114,968 $94,750 $101,788 $98,306 $01,853
Other Cash Flow in Pariod
Building Purchase/Rehab Exponditures ($3,836,3064)
Building Sales $1,531,007
Bommowings/Advances $857,143 (549.505)1
Repayments (Principal and Interest) $0 ($164,615) {$120,000 ($67,416) (852,174) ($42.105 ($32,609), {$25,105) ($19.324) (314,851
Cash Flow from Investment Activitics (B) ($3.836,364 $0 $857,143 ($184,615]) ($120.000, ($67.416) ($52,174) ($42,10 ($32,609) ($25,105) ($19,324) 31,466,741
Total Cash Flow in Period (A) + (B) (33,836,364 $31.201 $972,883 {$7.3a5) $45,765 $3,896 $4,889 $72,863 $62,141 $76,681 $78,082 $1,558,584
CUMULATIVE CASH FLOW (83,836,364] ($3,805,102) ($2,832,280] ($2,839,645] ($2,795,880] ($2,784,064 ($2,780,095) ($2,707,232] ($2.645,001] (32,568,410 ($2,489,42 {$930,833,
Intemal Rate of Retum —3.5%
Net Present Value at 4% Discount Rate of
1087~ 1963 Returns $2,105,029
As % of Origima! Investment 55%
Notes:

1887 — 1994 Data from Viola Banton, Controller of KRC. 1994 + from projection chart *Rental Oparations: 1994 — 2002.°



Reflow Analysis of Industrial Properties

Kingston Restoration Company

(Machado, D & G Phase |, and Knitting Mills)
Fiscal Years: 1286—1533
(July 1 — June 30)

In Jamaica $

Initiat 1837/ 1988/ 1989/ 1990/ 1991/ 1992/ 1993/ 1064/ 1955/ 1996/ 1997/
it 1088 1989 1990 1951 1992 1993 19094 1985 1906 1997 1998
{Exchange rate:Jamaica $:USS} 5.5:11 5.5:1 5.6:1 8.5:1 10.0:1 17.8:1 22.0:1 28.5:1 36.8:1 47.8:1 62.1:1 80.8:1
Income 80 $709,754 $1,679,142 $2,298,224 83,272,129 $3,787,102 $5,818,258; $10,850,456| $15,975,000 $20,053,€40| $25,849,570| $33,090,955
Expenses $0 ($538,146) {51,031,000 ($1.146,097 (31,614,478 ($2,428,758) (34,505,811 ($7,689,865] ($12,458,200, ($15,188,282) (S$19,744,766, ($25,662,1096
Net Cash Fiow from Opemtions {A) $0 $171,608 $06048,142 $1,152,127 21,657,651 $1,358.544 $1.312,447 $3,276,5901 £35,488,800 $4,865,358 $6,104,804 $7.421,759
Girr Cash Flow in Period
auilding Purchase/Rshab Expenditures ($21,100,000]
Building Sales $123,712,651
Borrowings/Advances 34,800,000 ($4,000,000)
Repayments (Principel and interest) _{61,200,000 (81,200,000 {$1,200,000 {$1.,200.000 {$1,200,000) ($1,200,000) _($1,200,000) ($1,200,000) ($1,200,000)
Cash Flow from It Activities (B) {$24,700,000 SO £4,800,000; ($1,200,000) (%1,200,000 ($1,200,000) ($1 .200,000_’_(31.200.000 ($1,200,000) ($1,200,000; ($1,200,000) $118,512,651
Total Cash Flow in Pefiod (A) + (B) {$21,100,000 %171,608 $5,448 142 7,873 $457,051 $158,344 $11Z,447 $2,076,591 $2,285,800 $3,665,358 $4,004,804 | $125,034 410
CUMULATIVE CASH FLOW {$21,100,0C3] {220,928,392Y 1%15,480,25n1 ($15,525,123) ($15,070,472 (3$14,912,128] ($14.729,681) {$12,723,090] ($10.436290] ($6,770,0%2 (31,6866,128)] $124,008,282
Internal Rate of Retum 21.6%

Notes:

1987 - 1994 Data from Viola Banton, Controliar of KRC. 1994 + from projection chart *Rerital Operations: 1994 ~ 2002.*
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A, Introduction

The process for the implementation of a Downtown Management
District has commenced. The Consultant/Project Director (Victor J.N.
Cummings) has been working with the Sponsoring Organizations to gain
support and consensus from the business community on the programme. A
Draft of the Stratevic Plan is complete; the preliminary boundaries have
been proposed; and the incorporation of the DKMD is proceeding.

B. What is a Downtown Management District?

A quntown Management District or a Business Improvement
District js an_ own:nzm nd financing mechanism used bv pxopenz ovners.
and Tnérchants to  detérmine the future of their retaii, commercrat-gnd
industrial areas. The DMD can utilize existing laws to band together to
assess themselves. The funds collected can be used for purchasing
supplemental services (e.g. maintenance, sanitation, security, promotions,
and special events), and capital improvements (e.g. street furniture, tree
plantings, special lighting) beyond those services and improvements
provided by the government. In essence, the programme is one of self-help
through self-taxation.

C. Support Being Sought

1. Private Sector
a. Active support and participation
b. Contributions to continue Pilot Project
c. Incorporation of DKMD
d. Approval of Programmes
e. Determination of Boundaries
f. Determination of Assessment Formu!a
g. Implement Stategic Plan
2. Government
a. Active support and participation
b. Contributions to continue Pilot Project



Approval of Programmes
Non-profit designation of DKMD
Approval of Boundaries

- e o a o0

Approval of Assessment Formula
Ammendment of relevant laws

uQ

D. Programmes
The programmes to be provided may include any services required

for the enjoyment and protection of the public, and the promotion and
enhancement of the District. Details of service delivery will be derived
from consultations with qualified individuals and DKMD committees.

1. Public Safety

After extensive consultation with and concurrence by, the
Jamaica Constabulary Force, s public safety programme will be
implemented. The security programme will include and will not be limited
to a supplementary security presence throughout the DKMD.

The goal of the programme is to give people visiting and working in
Downtown Kingston a feeling of security through the presence of DKMD
uniformed personnel in addition to those of the Jamaica Constabulary
Force; to present a uniformed presence in areas most susceptible to street
crimes; and to raise the quality of life in the area. The DKMD's public
safety team will be tied into the JCF's communication network.

2. Solid Waste Management
The DKMD will consuit with the MPM on developing 2

programme and maintain on-going coordination with MPM in its
operations. The DKMD solid waste management programme may include
but will not be limited to manual sweeping of curbs and gutters and, where
necessary, sidewalks, commercial garbage collection, cleaning of vacant
buildings, and emptying of public and private litter receptacles. It will
commence, initially on King and Duke Streets and expand to other streets
as financial resources permit.

The problem of garbage in the Downtown Kingston area is mainly
resulting from one major element. Vendor/Commercial garbage - Thisis a



problem that exists in some areas Downtown. In these areas the vendors
on the streets leave the garbage accumulated where they happen to be
selling and it is believed that some businesses are not aware that it is their
responsibility to remove their garbage. To combat this problem we
recommend a four pronged approach.

L. Vendors be removed permanently off the streets and be placed in
the areas provided:- Those refusing to move will have their goods
‘conriscated and a penalty imposed.

All busiriesses in the Downtown area will be informed of their

9

legal obligation to remove their litter. It will also be recommended
to them that the DKMD eventually become responsible for picking
up their garbage,
The DEKMD wvaste munaveniont 5207 should rouanely pétrdlthe:
areds TiHe tate atternoons; the tme 27 wmelh iegat demping-o6F -
garbage on the streets usually takes place as this will facilitate the
fining of offenders.

4. The DKMD will be developing an environmental education
programme. This programme will be offered to community

members and vendors.

3. Festival Marketing/Public Relations - The DKMD
will be developing a Festival Marketing/Public Relations programme with

the objective of highlighting and improving the image of downtown
Kingston in order to boost its commercial activity. Components of this
programme will be cultural activity and seasonal events. The Strategy's
objectives are:

1 Put in place a vibrant, and strong orgauization
2. Improve the public image of Downtown Kingston.
3. Educate the general public on what is available in

Downtown Kingston.
4. Encourage consumers to shop Downtown.

The strategies which will be used to achieve the overall objectives
are as follows:

L. The immediate acceptance and implementation.

2. A public relations campaign.



3. An advertising campaign.
4. Sales promotion to offer incentives for area shopping.

E. Relevant Laws
The following laws are relevant to the establishment of the DKMD. These
laws can be utilize with minor amendments until a BID/DMD law is passed by

Parliament.
1. The Land Improvement Tax Act
2. The Property Tax Act
3. The Land Development Duty Act
4, The Parochial Rates and Finance Act

The Legal Analysis Committee will be analyzing these laws and making
recommendations in the near future.

F. Financial Considerations
1. Seed Capital
The initial funds of J$1,860,000 was provided by a grant from the
Urban Development Corporation to the Kingston Restoration Company, under
the UDC/USAID Inner Kingston Redevelopment Programme.

2. Additional Funding
To continue the process the DKMD will need additional from the

private sector. Some of the funds for the operation of the Sclid Waste
Management Programme was provided by the King Street Business Association
and by KRC. Letters have been sent out to selected businesses in the project area
soliciting funds.

3. Estimated First Year Budget
A proper budget is being prepared with the assistance of an

accountant.
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Results of the KRC Management Review

Recommendations

Actions Taken by KRC

Financial Plan to be developed for the period
1994 to 1996 by KRC Board Members by July
1994. The plan is to present: 1)Proposal for a
structure to generate fees to support activities

2)Quarterly Budgets to Project completion date,
September, 1996,

3) A package of properties for investment in
pension fund.

Plan completed September, 1994 and contained the following:
1)A plan for a Property Management and Marketing Division which will perform property management and
marketing functions to gcnerate surplus income.

2)Annual Budgets for 1994/95 and 1995/95.

3)Initial plan to sell Machado to a pension plan. This saie should provide other funds for other development.

Community Development Plan for period 1994
to 1996 to be developed by July 1994. The plan is
to present:

1) Alternative strategies for implementation and
funding of Community Development
programmes;

2) Restructuring of the community development
operzations to effectively reduce costs.

Plan completed September 1994 in the form of a proposal to set up a Community Development Faundation to
replace the existing Community Development Division. The plan states:

1) Operating costs until 1996 are projected to be covered by ja$2m from reflows from KRC and Ja$2m from
USAID. After 1996 it is expected that the Foundation will attract funds from local and international sources to
build up an Endowment Furd. Fund will also be increased by the sale of the Machado Complex.

2)In order tc reduce operating costs, a plan is presented to develop institutions for sharing management of the
community projects with community organizations. This should lead to reduction of inputs of staff resources and
costs to KRC as community members gain experience in comtnunity inanagement.

e

Restructure the KRC Board along the
following lines:

1)Membership offered to younger CEOs;
2)A Board member should be siected from the

e e e ———
o
o
g
=
£

3)The Board is to be structured into
subcommittees with each responsible for aa
specific area of activity.

Seven new appoinments were made 1o the Board in September. The total number on the Board increased form
fifteen to twenty.

1) Done

2) Done

3) Will be done at the next Board meeting as a co-operative effort.
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JAMAICA: SELECTED ECONOMIC DATA 1984-1993

Prel.

1985 1986 1987 1988 1989 1990 1991 1992 1993
A 12,496 | 14,457 | 16,313 - 24,772 | 33,248 | 50,110 | 76,250 | $3,070
ggl*} i';;f:m Pﬂce(s ("}-S ;S) 1,925 | 1,854 1,926 | 2,033 -| 2325 2,420 2440 2484 2,558

> prices (m. 2 _
! Real GDP GrOWlh Rate (%) ‘0.9 '73‘;2 - 9 5 5 4 7 4 1 O 8 ] 8 3.0
Real Per Capita GDP (1974 J$) 820 782 805 843 - 949 982 982 991 1,011
| Real Per Capita GDP Growth Rate (%) -1.9 -4.6 2.9 4.6 - 3.9 34 0.0 0.9 2.1
. 486 674 751 802 915 1,066 | 1,374 | 2054| 3070]| 3,638
HGDP o Cane oy 160) 350 387 114 69| 1a0| 165| 289 95| a95| iss
Consumer Prices (Jan, 1988=100) 50.4 72.2 928 100.0f 1090 1264| 157.8| 266.0| 4190 5053
ﬂ Annual Change (%) 30.1 22.2 7.2 8.3 9.2 16.0 24.8 68.6 57.5 20.6
BALANCE OF PAYMENTS (m. USS) 284 -293 -111 -184 -62 -327 215 -156 43 -31
e 673 | 539 623|792 813 1,074 1219| 1,082 1,047] 1152
,mgom if 1,221 1,034 1,030| 1,294 1,593 1,831] 1,901 1,742 | 1,756 | 1,952
Trade Balance -548 -495 -407 -502 -780 =757 -682 -660 -710 -799
I “nme’Average Lending Rate 18 23 25 25 24 24 36 40 46 61
(% December)
. —

Sources: USAID, Latin America and Caribbean Selected Economic and Social Data, Washington, D.C.,

Statistical Digest, July 1994,

May 1994; and Bank of Jamaica,
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Kingston Restoration Company
Summary of Revenues and Expenditures
Fiscal Years: 1994-2002 (In J$)

and

Summary of Revenues and Expenditures for Rental Operations
Fiscal Years: 1994-2002 (In J$)



*Note: This projection is designed solely to illusrate how KRC could susvive for at leas
individual projects and programs without funding beyond the remainder of the current
40,000/year. Obviously, any additional funding sources over and above those illustate

fund endowment to extend its life beyond 2002.

In Jamaica

Kingston Restoration Company
lllustrative Projection of Potential Revenues and Expenditures

at Minimum *Core"* Operations Levels

Fiscal Years: 1994—-2002

(July 1 — June 30)

t seven more years at present core staffing levels and expend $US 250,000/year on
Phase Il USAID grant, and present minimum third party donations of approximately $US
d nere would allow KRC tc support additional levels of program activity or alternatively

Assume Inflation at 30.0% Interest at 30.0%
1994/ 1995/ 1996/ 1997/ 1998/ 1999/ 2000/ 2001/
1995 1996 1997 1998 1999 2000 2001 2002
[ (Exchange raie:Jamaica $:US$) 36.8 47.8 62.1 80.8 1C5.0 136.5 177.5 230.7
Income
Net Rental Income $3,486,800 $4,865,358 $6,104,304 $7.422,759 $0 $0 $0 $0
Development Fees $3,856,000 $1,000,000 $1,300,000 $1,690,000 $2,197,000 $2,856,100 $3,712,930 $4,826,809
Interest Earned $3,516,000 $7,172,640 $7.116,539 $6,423,192 $35_.682,448 $30,684,360 $20,103,999 $183,829
[ Subtotal—Operational Income (A) $10,858,800 $13,037,998 $14,521,343 $15,535,951 $37,879,448 $33,740,460 $23,816,929 $5,010,638
Expenses
Core Operations $9,25(,000 $12,025,000 $15,632,500 $20,322,250 $26,418,925 $34,344,602 $44,647,983 $58,042,378
Debenture Interest $1,2¢0,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000
[ Subtotal— Operational Expenses (B) $10,4150,000 $13,225,000 $16,832,500 $21,5622,250 $27,618,925 $35,544,602 $45,847,983 $59,242,378
{NET CASH FLOW: OPERATIONS (A)—(B)=(( $408,800 ($187,002) ($2,311,157)  ($5.986,299) $10,260,523 (61,804,142)  ($22,031,054) (354,231,741
Other Cash Flow in Period
Projects/Programs Costs ($10,700,000f ($13,900,000) ($18,070,000) ($23,491,000f ($30,538,300f  ($39,699,790)  ($51,609.727 ($67,092,645)
US AID Grants $9,200,000 $11,950,000 $15,535,000
Other Private/Public Contributions $1,500,000 $1,950,000 $2,535,000 $3,295,500 $4,284,150 $5,569,395 $7,240,213 $9,412,278
Building Sales $20,000,000 $123,712,651
Borrowings/Advances/Recoveries $2,500,000
{NET CASH FLOW—OTHER ACTIVITIES (D) $22,500,000 (30) ($0y $103,517,151| ($26,254,150)  ($34,130,395]  ($44.369.513) (557,680,368
Beginning of Period Balance $1,000,000 $23,908,800 $23,721,798 $21,41G,641{ $118,941,494 $102,947,867 $67,013,330 $612,762
Net Cash Flow for Period (C)+ (D) $22,908,800 $187.002) (32,311,157 $97.530.853| ($15,993,627) ($35,934,537)  (§66,400,568) (§111,912.108)
[End of Period Balance $23,908,800 $23,721,798 $21,410,641| $118,941,494| $102,947,867 $67,013,330 $612,762| ($111,299,346)

Notes:

1. This model assumes 30%/yr. inflation in Jamaica dollars, 30%/yr. interest rates and 30%/yr. devaluation against US $
2. USAID funds are assumed distributed at rate of $250,000/yr (US) for three years from July 1, 1994 thru June 30, 1997
Other conors are assumed o contribute annual amounts at a rate of 150% of the donor commitments KRC presently has lined up

3. Matalon sites:, 104:108~110 Harbour so!d in 1994—1995; PBW advances recovered in 1994 — 1995: and industrial sites sold in June, 1998.

4. 1994/1995 Income / Expenses from KRC Transitional Plan with some modifications: development fees assumed lower from 1995 on;
Net Rental Income per separately attached projection of Rental Opemtions , which differs from KRC's last forecast
5. Interest eamed is calculated by taking previous year's End of Period Balance times 30%



Kingston Restoration Company
lilustrative Projection of Potential Revenues and Expenditures
at Minimum "Core** Operations Levels
Fiscal Years: 1994—2002

(July 1 — June 30)

*Note: This projection is designed solely to illustate how KRC could survive for at least seven more yeers at present core staffing levels and expend $US 250,000/year on
individual projects and programs without funding beyond the remainder of the current Phase || USAID grant, and present minimum third party donations of approximately $US

40,000/year. Obviously, any additional funding sowrces over and above those illustated here would allow KRC to support additional levels of program activity or alternatively
fund endowment to extend its life beyond 2002.

In Jamaica $ Rental Operations
Vacancy= 10% _ Assume Inflation at 30% Rent Increases at 27%

1994/ 1995/ 1996/ 1997/ 1998/ 1999/ 2000/[ 2001/

1995 1996 1997 1998 1999 2000 2001 2002

(Exchange rate:Jamaica $:US§) 36.8 47.8 62.1 80.8 105.0 136.5 177.5 230.7

Income:
NNN Potential $5,075,000 $7,400,000 $9,393,000 $11,935,460 $15,158,034 $19,250,703 $24,448,393 $31,049,460
Less Vacancy ($1,015,000] ($740,000) ($939,800] (81,193 546]) (51,515,803] (81,925,070} (32,444,839} 53,104,946}
Net rental income $4,060,000 $6,660,000 $8.658,000 $10,741,914 $13,642,231 $17,325,633 $22,003,554 $27,944,514
Operating Expense Recovery $8,080,000 $11,817,000 $15,362,100 $19,970,730 $25,961,949 $33,750,534 $43,875,694 $57,038,402
Property Management Fees $1,446,000 $945,360 $1,228,968 $1,597,658 $2,076,956 $2,700,043 $3,510,056 $4,563,072
Collection Past Due Rents $2,389,000 $631,280 $600,503 $780,653 $1.014,849 $1,319,304 $1,715,095 $2,229,624
Total Income (A) $15,975,000 $20,053,640 $25,849,571 $33,090,956 $42,695,985 $55,095,513 $71,104,399 $91,775,611
Expenses:
Administrative $775,000 $1,134,432 $1.474,762 $1,917,190 $2,492,347 $3,240,051 $4,212,067 $5,475,687
Merketing and Advertising $0 $0 $0 $0 $0 $0 $o
Other Administrative Expenses $642,000 $0 $0 $0 $0 $0 $0 $0
Operating Expenses on Froperties $10,100.000 $13,130,000 $17.069,000 $22,189,700 $28,846,610 $37,500,593 $48,750,771 $63,376,002
Provision for Rental Arrears $971,200 $923,850 $1.201,005 $1,561,306 $2,029,698 $2,638,608 $3,430,190 $4,459,247
Total Expenses (B) $12,488,200 $15,188,282 $19,744,767 $25,668,197 $33,368,656 $43,379,252 $56,393,028 $73.310,936
OPERATING INCOME/ (DEFICIT) (A)—(B) $3.486,800 $4,865,358 $6,104,804 $7.422,759 $9,327,329 $11,716,261 $14,711,371 $18,464,675
Property Yalues
Knitting Mills $12,784,933 $17,839,646 $22,384,281 $27,216,783 $34,200,208 $42,959,625 $53,941,692 $67,703,809
D & B Phase | $13,947,200 $19,461,432 $24,419,216 $29,691,036 $37,309,317 $46,865,045 $58,845,483 $73,858,701
Machado $31,381,200 $43,788,222 $54,943,235 $66,804,832 $83,945,964 $105,446,351 $132,402,336 $166,182,077
Total $58.113.333 $81,089,300| $101,746,732] $123,712,651 $155,455,490 $195,271,021 $245,189,511 $307,744,587
Notes:

1. The 1994/1995 numbers are from KRC's Transitional Plan with the exception of "Collection of Past Due Rents"and “Provisions for Rental Arrears® which have been modified to reflect more recent information.
2. The 1995/1996 and beyond figures assume an aggressive property management effort that stays on top of rental problems and also increases rents on expiring leases way below market.

Rents are still assumad to remain significantly below market after being increased in 1995/1 996 and arc assumed to slowly fall behind inflation.
3. Property Values are calculated based ona 6% capitalization rate of net income in year of sale. While some have argued that cash on cash retums Downtown should be in the 10—11% range, we have

this lower capitalization rate to reflect the significant room for improverent in rzntal rates as well as operating cost efficiencies thata more aggressive buyer could achieve.



