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EXECQTIy¥ SUMMARY

R~view 2l HtAMPas a Vehicle for
irpmotinq Investment ir~-Tradi~ionalAgricUltural Exports

EPC/'D):~

The objective of this rGview is to provide a com~arative

pers,pective on the High Impact Agricultural Marketing and
Production (HIAMP) Project in light of related project experience
of A.I.O. in the area of promoting investment in non-tra1itional
agricultural exports. COlE recognizgs that the conclusions and
recommendations of this "desk study" should be assessed, and may
need to be revised, in the light of the LAC Bureau's field
evaluation of HIAMP and future field assessment.

The HIAMP Project is clearly a high-risk venture in which
there are potential large rewa~ds but also potential ~ajor

pitf.alls including the risk of failure (e.g., loss of project
funds invested by the AgricUltural Venture Trust (AVT). The
greater risk, howevel:, is the significant negative consequer,::e of
failing to undertake constructive initiatives in the East~rn

Caribbean (EC). The justification is the political, economic,
and human importance of supporting development in the EC.

HIAMP proceeded on a largel:,' S\Sl h.s:2Q or "rolling design"
basis. As a result, there 1s no longer A ~le~r YDderstanding of
how the tH:9ject'§-£~itt09§:ther .t',o achieve the
proj egt I s goal. purpose, and 9y:tPlltS. In light of how the
project has evolved, the rationale for HIAMP as a "cluster"
proj~ct, combining Quick Response Activities (QRAs), Major
SUbproject Activities (MSAs), and a Core contractor (CC), no
longer holds. It may be appropriate for RDO/C to formally
disa9gL~gate HIAMP into separate, independent projects.

A major concern identified is the question of whether ,th§
~~~9nt a~rAngiments assog1at§~1th tbe c.eatiQnu op~rat1oDa g~
~:a1ght ot the Agrigy;U;y;::aJ. V§o:ture Trv.:;rt. (A'lI) ;:aj,sQ the
p..Qssjbility that AID. iDgonsis~Dt with 199~t1Qn S\ngpoJ,igYa
may in ettegt be taking on, tM..•lsp9niibil1.tit?~§ Md QQnstilqu@oces
Mft9c iatiCl with holdiO'J an...!l.mLitv Dosi,tioD in.. Rtiva~S' segtQ"
~t§rpt:iGes. A firm conclusion on this point requlres
determination by legal counsel.

Another consideration is the adequacy of the AVT as an
e_ 'ity financing mechanism. R41view of vent".1re capital project
experience suggests that the institutional prerequisites for a
venture capital operation are not present in the AVT as currently
implemented. Also, the decentl~alized management structure of the
AVT has been .~:1 obstacle to efj~icient implelnentation of QRAs,
adequate accounting tor oUtputEI, and measuring impact. There i.e a
need to r§A;?Sess 1:09 ad§q\1Acy S)( :the AYI Sl!i.A.. fj.nanc 1og meChgDism
An~t9 de:ine an appropriati m~§nt §tDJ9tY[§.



Consideration of constraints in the EC suggests that several
obotacles to reducing investment risk were underestimated. ~
g~sapPQinting resylts of othp. agricultural export promotion
~cts in the EC point out that binding constraints. other than
(1noo£i09. "txYstr~t,d ~rQjecteffQ~ts tp~velQp agribysiness.

Given these high risks and assuming that legislative, pOlicy
and structural issues are adddressed, ROQJ~ ~bQ"ld yiew the AVT
as a p~lot demon§tr~tion project Ang lim~~ its scope and
l~pectAtioD§, The level of project resources for the
demonstration should be consistent with that required of a pilot
activity. Adequate documentat.ion of the experience with the AVT
will be necessarx if this activity is to help quide future
programming on export development.
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Review..Qt DIAMP al .L~s:lt~QJ;.

Promoting Inv,estment. in N~Mi.1U~_AW.~Q.r...tft

I. Introduction

A. Objective of Review

The ~bjective of this review of the High Imp,aot Aqricultural
Marketing and Production (HtAMP) Pr(>jeet. it!J t.o provide a
comparative perspective on HIAMI' in light of relattBld projcilc't
experience of A.I.D. in the a,rea of promot.inq inV4u.tmOt\t itt nol'1­
traditiona1 agricultural expo:rts ~ This experienc::e is reviewed in
relation to a number of design and implementatiol:1 issues
identified in the course of learning about HIAMP.

This review was not carried out as a field evaluation of
HlAMP, bu~ rather as a basis tor providing .A.I.O. with a
preliminary an~lysis of the project's df!!siqn and impl.ementation
experience relative to the eX)?erienc& of sim:tlar projf~lctS. At
the time this review was prepnred, A. I. O. • s tlli\C Bureau c:onduc'l:ed
a field evaluatiollof HlAMP. It is hoped 'that thQ presont report
will serve as a useful complement to that evaluation.

B. Methodology

The titudy was conducted lllS a "desk review" of project
documentation, supplemented b~' interviews with Agency personnel.
Documents reviewed inclUded the PlO, PP, Project Authorization,
GZ'ant Agreements, lmplementatJ.on Letters, csnd related cables and
memoranda. Additionally, based on a libralry search to identify
related projects and document~tion, this r~aview incorporated
relflvant experience from othel' projects.

It should be emphasized t.hat COlE's roview ot the HlAMP
Project was a "desk stUdy" carried out concurrently with a field
evaluation of HIAMP conducted by tho LAC B\lreau. COlE recognizes
that the conclusions and recommendations set forth in this review
should be assessed, and may need to be revised, in the light of
the LAC Bureau's field evaluation of HlAMP and tuture field
assessment. The present review provides a preliminary assessment
of HIAMP based on the information aV~lilablEiI at the time this COlE
review was conducted.
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C.. Organization of Repc.rt

The report is organized in five sections. After the Intro­
duction (Section I), Section II discusses the rationale for and
pr.ovides an overview of A.I.D. support for investment promotion
1n non-traditional agricultural exports. Section III examines
the HIAMP Project in terms of key issues surrounding the
Agricultural Venture Trust (AVT) a~d HIAMP's overall project
desiqn. Key issues relating to the AVT aria: (1) nature and
objectives of the AVT as a firlancial mechal:tism: (2) consistency
of the AVT with legislation ar~ policyr (J) constraints to
investment promotion and non-t~raditional a(~ricultural exports in
'1:I1e Eastern Caribbean; and (4) management, accountability, and
benchmaz'ks. Key issues relat.ing to overall proj ect design are:
ll) the cluster concept and ~ohe:t'ency, and (2) accountability.
The study's conclusions are presented in s4!ction IV, followed in
!')ection V by a statement of r*ncommendationliJ.

I I. Rationale for and overvi~lw uf A. I .0. support fo'l: Investment
Promotion in Non-Traditicmal Agricultural Exports

A.I.O. has placed increased emphasie in recent years on
pr~jects t~at aim to 6trengthen the capability of developing
countries to compete in non-traditional agricultural export
markets. One such initiative has been the High Impact Agricul­
tural Marketing and Production (HIAMP) Pro:) ect ot A. I. O. •s
Regional Development Office tor the caribb.ilan (ROO/C). The
potential importance of HIAMP to the East,)]:-n Caribbean (EC) may
be appreciated by a "lesson learned" statement made in the
evaluation of two other agribusiness projects in the region:
"The most successful aqribusiness sub-proj.acts in the Eastern
Caribbean .•• have all been exporting produc1:s to market niches in
industriali~ed countries" (L. Berqer, Executive Summary, p. 18).

A. Brief Description o~t HIAMP

The project components of HIAMP include Major SUbproject
Activities (MSAs), Quick Response Activiti.as (QRAs) , and a ~ore

Contractor (CC) that has responsibility tOl~ providing technical
support for project implementation. According to the PP, the
project purpose is:

To increase the contribution of ••• agricultural enterprises
to GOP by improving the i,nvestment environment, relieving
development constraints to private cal)Atal inflows and
demonstrating attractive returns on capital at acceptable
levels of risk.

A key project activity, the Ag'ricultural 'V4mture Trust (AVT) , is
being implemented uncer the pt'oj ect t S QRA <:omponent.
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B. Non-Traditional Agricultural Exports

The impetus for A.I.D.'s concern with non-traditional
aqricultural exports lies in the Agency's interest in finding new
ways to respond to the problems and opportunities facing many
developing countries. Limited size of domestic food crop markets
in developing countries, decline in traditional agricultural
export markets, and the growing need of many developing countries
to find new ways to earn foreign exchange have led these
countries to seek to develop t~eir potential to compete in non­
traditional agricultural expol~ markets.

A.I.D. has supported a number of projects aimed at
developing host country or regional capability to market non­
traditional aqricultural expol:t crops. The HIAMP Proj ect is one
such project. other examples of non-traditional agricultural
export projects include:

G'uatemala Agribusimass Development
Honduras Export Promotion and Se:rvices
Jamaica Agro-Industl:,ial Development Proj ect
ROO/C Agribusiness I~xpansion Pro'ject
ROCAP Non-Traditioncll Agriculture Export support
Project
Jamaica Aqro-Industrial Development Project

A review of some of thesea projects I experience provides a
comparative perepective tor analyzing the potential of HIM<{P to
strengthen non-traditional ag]~icultural export capability.

c. Investment Promotioll and Equity :Investment

Investment promotion and, to a lesser extent, equity
investment have been increasirlgly important components of A.I.O.
projects. Ong reason is that some types ot enterprises, such as
agriCUltural producers, are denied access to loan financing
because they lack well-develo~)ed business plans or sufficient
collateral to satisty lending institutions or potential
investors. The provision of J.mrestment. prc,motion services or
equity investment would serve to release this constraint.
Moreover, there is less long-term. loan financing available in
many developing countries, given an increal~ingly competitive
financial environment, in whic:h sectors other than agriCUlture
dominate Access to credit.

Long-term credit 4.,d invElstment have J:Jeen in short supply
for major start-up or expansicm in non-traditional agricultural
export crops. Equity investmEtnt has been used in a small number
of A.I.D. projects as a means to stimulate or "kick start"
start-up or expansio:l of ag-riclultural vent~Jres. Additionally,
equity investments may also sElrve to stren~~then the capability of
private sector firm3 to attrac::t financing-trom other investors.
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A. I .0. has supported a n\11DJ.1er of inve~stment. promotion and
equity investment. projects. In addition t.o HIAMP, ot.her examples
of invest.ment promotion project.s have incl\lded:

Belize Export. and Investment. Promotion
caribbean Basin InvQstment and Trade Promotion (~IPS)

Dominican Republic Export and Investment Promotion
Haiti Export and Investment Promotion
Jamaica Technical Consultations and Training
Peru Private Sector Agricultural Investment Promotion
ROO/C project Development Assist~lnce Program (PDAP) and
follow-on Inve~t1i1ent Promotion and Export Development

A.I.D.-funded projects with an equity inve~ltment component
include:

Regional Agribusines,s Development Proj ect
Costa Rica Private Investment co]~oration

Jamaica Private Development Bank
Kenya Private Enterprise Development
Panama Private Export Finance (FIDESA)
Sri r~nka Private Sector Development Program
Thailand Venture Capital Limited

Experience drawn from some of those pl~ojects provides a
comparative perspective for analyzing the potential of HIAMP's
QRA component (including equity investment) to contribute to the
strengthening of non-traditional agricultul~al export capability.

III. Key Issues

Based Oil CD1E's review of related project experience, a
number of issues And questions may be raisEad about the Agricul­
tural venture Trust (AVT) in particular and HIAMP's overall
project design.

A. The Agricultural venture Trust (AVT)

1. HAtYJ:ft Aod 012jgS;;1;iy§§ 2t.....thsl Av:r aaa financi$ll
Hlsrbaniim -- :ttl tbl AYT A. QJIJ at g§mgnit[At19n Qr:
AD iDstityt1QD-PuilginsL~iative?

The Agricultural Venture Trust (AVT or Trust) is currently
the principal institutional mechanism for financing HIAMP's Quick
Response Activities (QRAs). AVT objectives inclUde: adminis­
tering the Quick Response Fund (QRF); making equity investments
in for-profit agricultural enterprises; granting on a reimburs­
able basis funds for capital goods, managenlent training, and
technical assistance to not-for-profit enterprises; granting
funds on a non....reimbursable basia; and contract.t.ng a financial
institution to manage the investment fund aind participate on the
board of directors ot recipient enterprises.
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HlAMP conceived of equity investments and 9rants by the AVT
as a means to relax the financial constraints on export-oriented
agricultural enterprises in ~he EC. These investments were aimed
at reducing the risks for commercial banks and investors reluc­
tant to make financial commitments to agricultural producers.
Over time, the complex logistics of shaping the Trumt into an
ef'licient vehicle for equity investment has made "venture
capital ct a primary focus of HIAMP. To some extent, the effect
has been for venture capital concerns to overwhelm the project
purpose.

Yintyre Cagital: Recent project ExperieD~

A.I.D.'s experience with venture capital aotivities is both
recent and experimental, limited principally to project develop­
ment in Kenya and Thailand. Thure is considerable confusion
throughout A.I.D. as to what ac~ually constitutes "venture
capital. It As the AVT has been characterized by some as a venture
capital initiative, an important question tor HlAMP is whether
the AVT really constitutes a "venture capital" undertaking?

The term "venture capital lt refers to a variety of investment
vehlcles. The essence of this type of equity financing is high
risk for high r~turn (OECD, pp. 27-28). Also, "the main
objective of the venture capitalist is to realize capital gains
once the venture i9 more mature" (OF-CD, p. 28).

Venture capital (ve) is a form of fin~ncinq which provides
risk capital for long-term investment for companies in early
stages of development. The major distinction between VC and
more conventional forms o'f financing is that the venture
capitalist usually maintains control over his investment by
actively participating in the management of the company
(Arthur Young, p. 1).

Venture capital project activities of A.I.D. and the
International Finance corporation (IrC) suggest that thA AVT has
a number of deficiencies as a venture capital initiative relative
to ~ther venture capital experiences. Firm conclusions cannot be
drawn since none of these activitias have gone through the full
venture capital cycle (identific.ation, investment, nur~urin9,

divestment, and distribution to shareholders). Nonetheless,
certain generalizations from A.I.D. and IFe experience are
relevant to HIAMP's experience with equity investm~nt.

An important basis for vent'ure capital firms is the mobili­
zation of capital from commercial banks, insurance companies,
pension funds, and other finan<:ial institutions. Equity from
local investor:J in LO(,;s is anticipated to b,e a principal source
of capitalization ot the equity capital firms supported by A.I.O.
in Kenya and Thailand, and by the IFC elsewhere. An IFC review
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of its venture capital operations found that no company in which
the IFC had invested had a single dominant shareholder (OECD, p.
31). When local investors make an equity investment in a venture
capital firm in an LOC, there is a greater incentive for the firm
to invest its capital so as to maximize capi~al gains.

In the case of the AVT, ~la financial risk for the venture
capit.al firm is not shared with local investors. This risk is
assumed principally by A.I.D., even though legal responsibility
for the equity investments is transferred to the AVT. The
project's original design prcposed that the Caribbean Financial
Servicee Corporation (CFSC), a for-profit organization, would
martage a so-called "Equity Fund" and would "contribute 15 percent
of its annual net profits to the Equity Fund" (PP, p. 34). But
the proj~ct was subsequently implemented without the participa­
tion of CFSC, and tho design of. the QRA implemented by RDO/e did
not provide for any other inve~ltor to contribute equity to the
AVT. The only contribution made by other investors is that which
the firm receiving equity from the AVT makes in its ~wn venture.

Sole grant funding from A.I.D. to a charitable trust respon­
sible for making equity investment does not provide a suitable
incentive structure for venturc~ capital ·activities. Ev.en though
the Trustees and the Management services Contractor (MSC) are
legally responsible for executing and managing the equity invest··
mente respectively, they assume no financial risk for taking an
equity investment in firms •

.Q.Ri3;i!ti9nal Bal.1L.fS2\: y~w,)u:e ~f;\g~tal

Incipient venture capital operations typically have an
operational c~pacity to generate revenue, either in the form ~e

fees tor services rendered, int.~erest on idle cash balances, or
long-term capital appreciation. The A.I.D,-supported venture
capital company in Thailand anticipates generating revenues fram
invest1l1ent banking fees associuted with its project development
role and from capital gains. In Kenya, the A.I.D.-supported
venture capital firm anticipatc~s generating revenue from project
development and management fee~~ charged to ,entrepreneurs and
investors, respectively, as well as indiroct start-up support
from A.I.D. The IFC review found thnt the venture capital firms
in which they have invested "hn.vG generally managed to generate
SUfficient operating revenue to cover their overheads and thus
avoid operating losses" (OECD, p. 30).

In cont.r.~~t, the AVT, .a nc)t-for-profit trust, did not have
any built-in institutional capucity to gene'rate revenue. A. I. D.
covered the proj act developmen1; expenses fo'r the equity invest­
ments, through its support to the ee, and covered the management
f6es for the Trust, by financing the MSC. HIAMP anticipates that
the Trust will generate capital gains in the long term, when
shareholders of invested tirms buy-back the equity at an
appreciat,'d value after five yEtars. The Trust will also L'eceive
reflows from reimbursable 9ran~;s.
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~~9tyre for Managing ~ity Investme~fQllQ

Poor performance of equity investments by venture bankin~r
operations is often associated with passive involvement in
management of 't.'1ese ~qui tj-· 1.nvestments. A crttical inqredien.t in
successful venture capital companies has been adequate technical
and managerial support Co small businesses (OECD, p. ~O, 43j.

The AVT's management structure, with multiple institntional
actors, complicates the approval process and is a disincel'ltive to
providing long-term management support to firms receiving equity
investments. At present, four institutional ar.:tors currently
serve clients: (a) the Core contractor (ec) assists in the
preparation of business plans for equity investments; (b) the
RDO/e Mission reviews and, if acceptable, approves individual
investment proposals; (e) the I~C reviews the proposals, advises
the AVT in its negotiation of caquity investments, and
subsequently manages equity investments approved by RDO/C and the
Trust; and (d) the AVT approves equity investment arrangements.

However, the MSC has little incentive to provide the high
level of technical and managerial support required, as its fixed
fee income is not directly related to the future appreciated
value of the Trust. Furtller, the Trust is only benefitting from
part-time management support from the current MSC, as this firm
is not able to devote more than 30 percent of ita time to AVT­
relnted work.. 'rhis seems a convoluted arrangement in which the
institutions involved have insufficient financial incentive to
manage the equity investments effectively.

Also, the change in institutional vehicles to manage the
Trust, from a local financial institution (CFSe) to the newly­
created AVT, resulted in a situation in which the finAncial
mechanism for the QRAs (i.e., the Trust) had little, if any,
financial and administrative cclpacity to manage equity invest­
ments. The original intent in propoeing CFSC as the Qrganization
that would manage the QRAs w~s to hav9 an administrative capacity
in development finance and an n,bility to comply with AID's
burdensome administrative requ.irements. 'rh,e AVT has 't'rustees
with a high level of profession~lism and a strong Cari}Jbean
representation. But the Trust is limited by the fact that it has
only recently been formed and has to rely on an outside
contractor for technical and financial oversight of investment
development and followup. Alse), unlike a d'Bvelopment bank, it is
unable to draw on opportunitie'J which arise in the course of loan
activity.

Finally, the commercial b~mker and lawyer composition of ~ h'a
Trustees makes for a highly ri~sk-averse, conservative adminis ..
trative structure, not conducive to equity risk-taking. The
AVT's non-profit status and itu access to grant funds reduce the
incentives to develop a revenu~t-qenerating capacity and to
provide effective long-term management support.
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In sum, AVT's ~ecentralized institutional s~rueture, the
Trustees' c~nservative orientation, and the Trust's non-profit
status do not constitute alL adequate inst.it.utionetl b~sis for:
managing venture capital activities.

Volume and Qua~~y of Egyity Inve~tm&nt~

A review of the IFC' s venture capital experience fen.lnd that
several factors appear important to successful projects; these
factors include a healthy vulume of inquiri.es, a satisfactory
volume of investment, ~nd satisfactory quality of investment
(OECD, p. 30)~ venture capital investments are commonly based on
rapid capital appreciation, and Agricultural investments have not
figured prominently as a high growth area for v~ntur~ capital
operations in developing countries (OECD, p. 31).

This raises a question of whether non..·traditiona1 t1gricul'"
tural exports in the EC constitutes a strong basis for an equity
investment portfolio ~ith high lon~-term yields. HlAMP appears
to have had high expectations about the number and the capital
appreciation potential of investments in non-traditional agricul­
tural experts in the EC. But the ~low growth rate of agricul­
tural praduction in the EC in recent years, coupled with the
experience of Latin American Agribusiness Development (LAAD) and
the Caribbean Devolopment Bank (COB), suggest that agriculture
production and aqribuAiness may not constitute a strong basis for
a hiql1 yield portfolio. (See section on constraints.)

As of September 1987, ten business plans fo~ AVT equity
investment financing had beQn developed by the CC and sUbmitted
to RDO/C for approval; by January 1988, the AVT had made
cowmitments for six ~quity inveetments for a total of US$ 1.26
million. While these investments appear to be in the area with
the greatest potential to be successful non-traditional agricul­
tural export ventures (e.g., ornamentals), it is unclear whether
this volume and the quality of the investments lnvolvad will
continue in the future.

Attention tQ Qbstagl@§ tQ pivestment

A review of ven-'--Ut'9 capital companies in developing
countries found that an important factor influencing the success
of venture capital investments is the availability of avenues for
divestment (OECD, p. 32). Satisfactory divestment experience was
found to be a common ch~racteristic of successful venture capital
opet'ations reviewed ,p. :>0). While this is a common pt'oblem for
venture capital activities in all developing countriAs, the
probl~m is not insurmountablo. However, it does complicate
matters for venture capital op.erations at the time of valuing the
initial investment, issuing new stoc;:, and liquidating equj,ty.
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Sufficient attention was not qiven in tha design of HIAMP to
the potential obstacles for divest~ent of equity investments.
The project dasign anticip~ted that 1~e hVT would realize capital
gains in five years, '6 a result of the liquidation of the equity
invostments, through ~ shares ~uy-back by the firms' shareholders
or a sale of stock tc ether investors. However 1 sev~ral

potential problems \\·e ....e under@stima,ted.

First, there is the ditficulty of valuing and liquid~ting

equity held by the AVT, qivan that an equity or secondary market
does not exist in the EC~ Second, t:ami.ly businesses are commonly
unwillin9 to dilute control of the firM 'through issuing e~~ity to
~ther investors. 'l'hird, the anticipat.ad time frame for capital.
apprecj,ation appearo overly optimistic relative to the experience
of venture capital operations elsewhere. Two teviews of venture
capita,l operations in dGvelopinq countries suggest that a minimum
timetable for realizing a return on an initial equi'ty invest:nent
is six years before reaching the break-even ~oint, and eight
years before reaching profitability (OECD, p. 28).

QtDir AfI.D. Ex~~ri~ng~with~ftDtu;ecapit~~

As A.I.D. is prohibited by lagislation from making equity
investments i~'1 private s~ctQr fL.'''~s, several vonture capital
projects developed mechanisms for limlting A.I.O.'s potential
liability. In Kenya, A.I.D. di~tanced itself. from liability
associate~ ith making e~~ity investments by:

limit~ng financial involvement to the making of loans to a
level that complemented the equity investments rnad~ by lQcal
investors, C".nd

developing an independent venture capital institution fully
capable of approving and managing its own equity
investments.

A.I.D. has little involvemant in tria approval and portfolio
management of the p.quity investments ~ade by the venture capital
companies in K~nya (PP, pp. 21-22).

In Thailand, A.I.D. is prot~~ting itself by requiring, as a
condition prec~dent to disbursal of A.I.D. loan f.unds, that:

local investors make an equity investment in the
venture capital firm itself,

that the anticipated amount of A.I.D.ta loan to the
vent-'re capital firm will equal the amount of invt:istor
equity in tne ventur~ capital firm, and

that the extent of the equity investment macle by the
venture capital firm could not exceed 25% of the total
cash capitalJ,zation (equity plus term debt) of the
enterprise receiving the uquity investment.
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While A.I.D. reserves the right to review and approve the share­
holder agreement, investment statemlnt, and operating policies,
approval and portfolio management are delf!gated to the board of
directors of the venture capital company (PRE proposal, p. 12).

In the case of HIAMP, A.I.D. made no provision to involve
local investors in the financing of the AVT: rather, A.I.D. grant
funds are the sole financial support for the Trust. In addition,
as HIAMP was not conceived as a private sector institution­
building project, little attention was paid to developing an
independent venture capital firm fully capable of developing and
managing its own equity investments. In legal te~s, A.I.D.
protected itself from potential responsibility and liability vis­
a-vis equity investments throuqh a provision in the equity
investntent a<,Jreement between the AVT and .:lach invested firm. In
essence, the provision states tha~ AID can not be construed as a
party to the agreement or. hel.d responsibl.~ or liable to those
involved., (See section on LElgislation and policy Implications
for AVT.)

l.mplications for AgriculturaJ. Venture Tru~

In sum, the AVT should not be considered a venture capital
initiative for a number of rElasons: lack of risk sharing by
local investors, inadequate ope~ational basis for venture
capital, inadequate structurEl for managing equity investment
portfolio, anticipated limitEld volume and quality of equity
investments in the long term, and lack of attelltion to obstacles
to divestment.

A pilot DemonstrS\tion or Institution ..aYilrJ1nQ.l

While one of HIAMP' IS out:puts was ant:'.cipated to be "the
establishment of an efficiently managed, profitable venture
capital fund 3 " it appears thelt the ins..... itutional prerequisites
for a venture capital operatlon are not present in the AVT as
currently being implemented.

HIAMP was nevur intended to be an institution building
pr,ject. The project design never provided for anyone institu­
tional en~ity staffed, trained, and supported to take over the
work of the venture capital 1~und (QRF). However, the reality of
managing equity investments through the AVT has increased the
need for the Trust to strengt:hen its institutional capacity.

While the capacity of the Trust to manage the equity
investments effectively should be reinforced, the serious
limitations of the AV1' as a venture capitall initiative should be
fully recognized. As a result, it is mora appropriate for the
AVT to be considered as a pilot demonstration, with limited scope
and expectations.
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~omoting Greater Privat§ Sector Assumption of Risk Q~

parastatalizing Non-I~aditiQnal Agric~ltural Exports?

A venture capital initiative is by its nature a long term
and high risk undertaking; agribusiness in the small islands of
the EC is particularly high risk. A means of reducinq the risk
for institutions undertaking equity investment is to involve a
diversity of private investors. At the start of the implementa­
tion of HIAMP, an evaluation of two agribusiness projects in the
EC raised an important question for HIAMP:

will HIAMP hold to an appJ70ach in which private investors
control subproj ects and bElar the larger share of equity
risks? ••• pressures to show project accomplishment and to
move RDO/C funds could resmlt in the "parastatalization" of
HIAMP in a number of ~ubtle and not-so-subtle ways (L.
Berger, Executive Summary, p. 15).

The experience of the AVT to date suggests that the
"parastatalizationtt of the Trunt may already be taking place.
First, it is the A.I.D.-financod AVT that bears the risk of the
equity it has invested in the clnterprises involved. There is no
other party holding equity investment in the AVT who, thereby,
would also share in the risk of the equity inv~stments made by
the Trust. Second, A.I.D.'s involvement, via the AVT, may have
resulted in the creation of a highly risk~averse institution,
which is dependent on A.I.D., and lacks a capacity for generating
revenue and for independent financial decisionmaking. In effect,
RDO/C is using a financial mechanism dependent on A.I.D. grant
funds to carry out its VGry high risk objec'tivt'! of promoting non­
traditional agricultural exports.

2. LegislAtign ~nd Policy Implications fQr AYT -- Is
the AVI Q2n~1itDnt withlegi~latiQn andpQlicy
that prohib1t ~u I. p. taKing egu1ty PQs1t1oD§ 1n
priYAte s~cto~ ~mt~rpri§es?

Problem

A major component of the A.I.D.-funded HIAMP Project is th~

provision of grant funds used by an AgriCUltural Venture Trust
(AVT or Trust) to make equity investments in EC private sector
enterprises. Examining the ar]~angements associated with the
creation, operation, and oversight of the AVT, two questions
arise: Have these arrangement~5 in any way compromised or
jeopardized A.I.D.'s liability and responsibility? Is A.I.O.,
inconsistent with FAA legislation and Agency policy, thrQugh
RDO/C's involvement in equity investments made by the AVT, taking
equity positions in private aec:tor enterprises?
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Legislation ang 29licy

There is a degree of confusion surrounding FAA legislation
and A.I.D. policy regarding A.I.D.'s authority to grant funds to
a not-for-profit organization that, in turn, uses the grant funds
to make ~quity investments in private sector enterprises. Some
of the FAA legislation and A.I.D. policy that appear to be
releval~~': are summarized below.

The A. I. 0 • Private Enterprise CevalopDlent Pol icy Paper
states that A.I.D. "will not, take a"'1 equity position in a private
enterprise" (A.I.D., 1985:13). On the other hand, an A.I.D.
legal brief of GC/LP, dated August 20, 1981., states that "AID may
not directly purchase equity securities." This implies that
A.I.D. is not prohibited from indirectly taking an equity
p~s1tion in a private enterprise.

The prohibition aqainst the Agency "directly" purchasing or
taking an equity position in a private entElrprise is apparently
based on section 635(q) (3) of the Foreign Assistance Act (FAA) of
1961, as amended, which states:

In makJ.ng loans under this Act, the President -- ••• may
acquire and dispose of ••• any property, inclUding any
instrument evidencing indebtedness or o'wnerahip ••• provided
that equity securitJ.e~ may not be directly purchased ••••

Two considerations have been mentioned as rationales for
this legislation. First, congress did not want A.I.D. managing
private enterprises in developing countries, that is, involved in
micL'o decisions that could expose the Agency to difficult and
sensitive political and social problems. In other words, direct
involve-ment in managing a private enterprise could put the
Agency in a position of having to make potentially difficult
decision~ to layoff workers, close plants, etc. Second, A.I.O.
involvement in equity ownership would risk Agency exposure to
suits brought by shareholders or others involved in that
enterprise, thereby compromising or jeopardizing A.I.O.
responsibility and liability.

The question arises whether A.I.O. can use a trust as a
financial intermediary for making equity investments. The
September 10, 1987, draft Financial Markets Development Policy
Paper (FMDPP) states that the ":-t"ovision of a grant to a trust or
trust fund that serves as a financial inter'11\ediary for ••• equity
investment is not permitted" (Section V. D. 1,., at 17). However, a
legal briaf on the use of trusts as financial intermediaries has
not been issued. Nevertheless, a draft legal memorandum of
Ge/fRE, dated OctobQr 16, 1986, states: "The FMDPP's blanket
prohibition on equity investments by A.I.O. ~rantees (trusts and
not-for profits) should be deleted."
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In other _ords, an A.I.D. grant to a trust making equity
investments in private sector firms would be consistent with
legislation and policy as long as the arrangements involved did
not violate the intent and spirit of the legislation, that is,
that A.I.D. responsibility and liability are not compromised or
jeopardized. However, would the prOhibition apply: (1) if
A.I.D. were involved, albeit indirectly via Roo/C's funding and
oversight of the ee, the MaC, and the AVT, in managing the
Trust's equity investments; and (2) if RDO/C (A.I.D.) could
potentially be held responsible for managing assets with
sensitive political or social implications, or potentially could
become the subject of litigation?

Even if A.I.D. approves the equity investments, writes the
check to the firms, and pays fl:>r the management support of the
investments, these arrangements appear to be consistent with FAA
section 635(g) (3) as long as the A.I.D. funds involved are
provided to the trust in a way that constitutes a transfer of
legal ownership of the funds. However, the arrangements might be
inconsistent with the legislation if the original purposes of the
prohibition, as outlined above, were compromised or jeopardized.
This might occur if A.loD. were effectively involved in the
operational management of the enterprise receiving equity
investments and vulnerable to l?otential litigation by
shareholders, workers, etc.

Arrangements SurrQynding AYX
The Regional Development Office for the Caribbean (ROO/C) is

using the AVT as the means of implementing HIAMP's Quick Response
Activity (QRA). The equity investment development and approval
process involves RDO/C, the AgriCUltural venture Trust (AVT), a
Management Services Contractor (MSC), and a Core Contractor (CC).

A.I.D. originally proposed that the QRA would be implemented
by the for-profit Caribbean Financial Services corporation
(CFSC). However, during project review, AID/W expressed concern
about the legality of A.I.D. granting funds to a for-profit firm.
There was also concern about creating a situation in Which CFSC
would be placed in a conflict 4,f interest position, whereby CFSC
would be managing a not-for-profit, A.I.D.-funded trust at the
same time that CFSC would be managing its regular assets.

In authorizing HlAMP, AlD/N required, as a condition for
obligating funds, that RDO/C s11bmit a new QRA design,; AID/~

provided guidelines for the del!Sign of the trust. The guidelines
indicated a requirement for a Jlon-protit organization or trust
capable of receiving A. I. D. gr~lnt funds, using them to make
equ.ity investments in private-lsector enterprises, and managing
the trust's equity investment port:folio. Further, to avoid
conflict of interest, AID/W advised that the trust and the
arrangements with the CFSC for trust management should be
established in such a way that CFse would maintain an "arm's
length" from the trust.
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Based on these guidelines, RDO/C established the Agricul­
tural Venture Trust (AVT), a not-for-profit charity under
Barbados law. However, the CFSC decided that it would not be in
the interest of CFSC to manage the Trust: tilis created a need for
RDO/C to identify an alternate arrangement for managing the
Trust. This led to the arrangement of having a Management
Services Cnntractor (MSC) thnt would provide trust management
services for a fixed fee. The MSC selected, based on competitive
bidding is the for-profit partnership of Deloitte, Haskins and
sells/SYSTEMS Caribbean International (DHS/SYSTEMS). Trust
management services provided by DHS/SYSTEMS are paid on a fixed
fee basis by the AVT.

The Core contractor (CC) is Eastern Caribbean Agribusiness
Development (ECAD), a partnership of U.S. private sector firms.
Development Alternatives, Inc. (DAI) is the lead partner. The CC
works with potential investors to develop, and present to RDO/C,
equity investment proposals complying with the conditions for
equity investments under HIAMpts QRA component. Upon approval by
Roo/C, the proposal is submittEld to the AVT. Once the AVT has
approved the proposal, and A.I.D. has approved the agreement
between the Trust and the inve~ltor for investor buy-back of the
equity representing the Trust' SI investment in the investor's
enterprise, A.I.D. issues a check to the investor for the Trust's
purchase of equity shares in the investor's enterprise.

C9DI1itency 9f AYT w1th Leg1s1~lt1Qn ang fQ.l.1£'l

In view of the arranc;emen1:s surrounding the creation,
operation, and oversight of thEl AVT, a concern arises whether
A.I.D., inconsistent with le9i~llation and pOlicy, may be taking
equity positions in private sec:tor firms, thereby compromising or
jeopardizing A.I.D.'s liability and responsibility. Whether this
is the case depends on how 1eg~ll counsel would interpret these
arrangements in the light of counsel's interpretation of relevant
legislat~~~ ftnd policy. The aJ:rangements in qu4stion may be
summarized as follows:

1. ~he gyest19D hAl gIlD ,J:A11Uui as to 1lb.!lthSU".. tht AV~ !'ill
S;J:gateg mgJ:ely to 90t, AJ:O\lDd FAA legislation aug A.I..a..IL.
1201191 prohibiting ,..t.D, fJ:OmioJsin9 11 9tAOt to a private
IBi!9tQr firm tbot!Js§s tb., grant. fungs t2. mAJs~ .gg,y1tv .1nv§s,k
mints,

AID/W imposed a requirement that the QRA be administered by
a non-profit organization that would receiv49 A. I. O. grant funds
to make equity investments in E)rivate sector firms. RDO/C
implemented HlAMP's QRA componEmt, based on the Mission's
determination that the require»lent would be met by the Agricul­
tural venture Trust (AVT), a nc)t-for-profit charity under
Barbados law I that held a Mana~rement Services Contract with the
for-profit firm of OHS/SYSTEMS.
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The mechanism chosen by RDO/C to impl~ment the ORA was a
trust that did not, being the new arranqement. that it was, have
an established capability to provide and administer the financial
services required to manage a tl~st. Hence the need to involve
another party (MSC). However, the viability ot the proposal of
having a MSC that would mlU'laqe the Trust may be questioned in
view of RDO/C having previously maintained that CFSC was the only
organization in the EC having the capability to provide the
financial services that would be needed to manage the Trust.

Thus, there is an appearance that the AVT was created in
response to the need to find an alternative way of making equity
investment in view of AID/W's unwillingness to approve RDO/C
making a grant to the for-profit CFSCi and that th~. MSC was
created in response to the need to find an alternative way to
manage the AVT when CFSC, the originally proposed MSC, withdrew.

Implementation of HIAMP proceeded not on the basis of a
sound, well thought out design but rather on the basis of an Aa
b..Q.sc or "rolling" design that was designed in reaction to the
roadblocks to HlAMP startup al~d implementation that appeared
prior to and following project authorization.

2. AIQlHmay have yuwittinglyapP[9yed A~ Igt in motion a
Rt.Qj§ct d,,,i90 thAt may ]~1Dconlist~mt H1tbFM 1,gis1.at~~m
Aod A.I,O,.gQlicy prghibiting A.X.D. ({om making egyity
1ny,atmeD.t:z in g~iYAtft allQtor 9nterp~is§§J.

A.I.D. approval of the design of the QRA component was
required by AID/Was a condition tor the o:bligation ot HIAMP
Project funds. Paragraph 3 of the July 15, 1986, Project
Authorization stated: "No Prc:>ject tunds shall be obligated until
the design for the QRA component is approv,ad by AID/W." No
record could be identified th41lt RDO/C resubmitted a new "design
of the QRA component" to AID/l~, that AIO/W approved the QRA
design being implemented by RI)O/C, or that AIO/W has ruled that
the QRA arrangement being implemented by RDO/C (i.e., A.I.D.
making grants to the non-profit AVT that is managed by a for­
profit MSC) is consistent with FAA legisla'tion and A.I.D. policy.

A.I.D., albeit unintenticmally, may have provided RDO/e with
a loophole by means of Which 1:he Mission could "fulfillu para­
graph 3 of the project Authorization without ever SUbmitting a
"design of the QRA component" to AID/W. On that same date, JUly
15, 1986, item 5 of state cable 221519 stated: "Subject to RDO/C
conformance with the terms and conditions of this cable, the
condition to obligation of funds established by paragraph three
of the project authorization.uols hereby fulfilled."
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A.I.O., at the Mission (ROO/C) level, and based on the
aforementioned cables, proeeecled to redesi.;;,n and implement the
QRA component. However, no J:ecord could be identified that
ROO/C I S desiqn for the QRA was, found by AIO/W to be in "con­
formance with the terms and conditions" of state cable 221519.

3. If A.I,O •• the sole funding sgu~ce of the AYT. is ngt
building tbt Trust as an,,1ntermldiary fiOADqial ~nstitutiQn
ansi is,-fQr the ,ake of ftxpediency. Ulina the An as a
qQng~1t fQ~ making equitY. ~nveltment~ ~n private sector
(inn,. tbia may not be oem.lstent with the intent (spirit)
Qf FAA legislation and A,I.P. pglicYL

A.I,O., at the Mission (lIDO/C) level, following its ag h2g
or tlrolling" redesign ot HIAMI)t ~ QRA COmpOl'lent, approved the AVT,
the Trustees, and the MSe. A1llide from the Trustees and A. I. D. 's
funding of the Trust, there are no other plsrticipants in the AVT.
Even if it were decided that the AVT is an initiative worthy of
development as an institution, neither the AVT nor HIAMP were
intended to be institution-buj.lding initiatives.

A. I. D. has been the sole source of fUJ:lds for the AVT:
indeed, there is no element 01~ the AVT that is not A. I. D. -funded.
Directly or indirectly, A.I.D. pays:

a. each AVT Trustee an honorarium, in addition to
expenses, per diem, and cost of direct travel to attend
meetings of the Trustees;

b. the Management S8rv:tees Contractc)r' s fixed fee:

c. the fees of consultants retained to advise the AVT; and

d. the Core Contractor who develops the equity investment
proposals submitted to the AVT.

The viability of thQ AVT totally depends on A.I.D. While
the innerent nature of equity investment rcaquires the presence of
an institution that is capabltl of owning and managing equity in
the long term, there never was any intentic)n of building the AV'1'
into an independent, selt-sustaining institution that would have
this capability. The AVT, as a reSUlt, hal; little independence
apart from the funding providEltd by A. I. D. Further, A. I. D. i via
its funding of the AVT, the MSC, the consultants to the AVT, and
the ee, as well as via A.I.O.'s involvement in approving equity
investment proposals and agreElIments between the Trust and .
investors, does not maintain an "arm' s len~lthlt from the equity
investments made by the Trust. AIO/W toun<1 this to be a problem
in the original proposal that the for-profit Clse would manage
the equity investments. Is this any less ()t a problem when
A. I. o. is involved in A. I. D. -t~unded equity investltlents made by
the AVT?
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5. If A.I.p. signs the cheQk tor investment. authorized by the
AVT and the AYT does not hAye independent capab111ty to
issue the check. this arrangement maY not be ~ons1stent with
the intent (sp1:r;:1t> !i)f EAA legj,slat1on and A.I.D.!i:lolicy.

Project documentation implies that A.I.D. issues (signs) the
check for grant funds authorized by the AVT for equity investment
in an enterprise: and that the check is sent by A.lvD. directly
to the investor. The AVT cannot independently make an equity
investment without A.I.O.'s prior approval of the investment nor
without A.I.D.'s approval of tile equity investment agreement
Which A.I.D. may wi~hhold simply by refusing to issue a check to
an investor ..

6. lD.-yiew of thl arrangemena .m:1~1QYJllY.SUlcusl'rl. a SWII:tj,9D
AXises Whetber the pro fOrma AYT Equity Inyestment Agreement
adequately protects A.I.~, f:r;:om ~esPQU~ibilitYAng
liability,

The ~ fOrma Agricultural Venture Trust Equity Investment
Agreement contains a provision which appears to protect A.I.D.
responsibility and liability v.is-a-vis equity investments made by
the AVT. This provision states (p. 24):

13.9 The Parties her~to understand, acknOWledge and agree
that the Agreement of which this is a part has reserved to
AID certain rights such as, but not limited to, the right to
approve of the terms of this Agreement, documents related to
this contract and the Project of which this is a part.. The
parties hereto further understand, acknOWledge and agree
that AID, in reserving any or all of the foregoing approval
rights, has acted solely as a financial entity to assu~e the
proper use of United states Government funds, and that any
decision by AID to exercise or refrain trom exercising these
approval rights shall be made as a financier in the course
ot financing this Pl:oject and AbAll ngtbg cgn&itJ;:\uul .Ai
mating AXQ a PArty tQ~.sA1d Agreemgnt. The parties
hereto understand and agrlse that AID may, from time to time,
exercise the foregoing appr~val rights, or discuss matters
related to these rights and the project with the parties
jointly or ~eparately, Httboyt thereb~ 1noyrring A~

l:IIP2DSib111ty otl10bil1'ty totbe P4x:;tieJj j2j.ntl~ su: to an~
2' tblm. Any approval (o:r failure to disapprove) by AID
shall not bar the Trust t:rom asserting any right, or relieve
the agreeing party ot any liability which they might
otherwise have to the ~G.. 2' AID (em,phasis added).
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If the AVT were to be dissolved, would the protection
implied by this provision lapse, leaving A.I.D. responsible for
managing the former Trust's assets and subject to liability vis­
a-vis the shareholders in the firms in which the former Trust
holds equity? For ftxample, if the AVT bad dissolved and one of
the firms that received equity investment went bankrupt or
defaulted, creditors might attempt. to litiqate against A.I.D. to
gain control of remaining real assets (e.q", real estate).

Conclusion

These six arrangements, when vie~tled in combination, raise
thrC!8 questions:

1. How "directly" involved is A.I.D. (ROO/C) in making equity
investments in private se.ctor firms:

2. Have the arrangements surrounding the creation, operation,
and oversight of the AVT in any way c()mpromised or jeopar­
dized A.I.D.'s liability and responsibility?

3. Is A.I.D., through Roo/C's involvement in equity investments
made by the AVT, and cont,rary to FAA legislation and Agency
policy, taking equity positions in private sector
enterprises?

There is an appearance that A.I.D. is "directly" involved in
promoting, developing, approving, implementing, monitoring, and
evaluating equity investments in private a.actor firms. A.I.D. 's
association and close involvement with the creation, operation,
and oversight of the AVT suggest that A.I.O.'s support of the AVT
may be, albeit unwittingly, inconsistent with the spirit and/or
the letter ot FAA legislation and A.I.D. policy prohibiting
A.I.D. from making equity investments in pl~ivate sector
enterprises.

COlE has neither the complete informa1;ion nor the leqal
expertise required to answer t,hese questions. However, there
appears to be sufficient causel, in terms oj~ the arrangements
cited above, to warrant that A.I.D. turn to legal counsel, and
other expertise as may be appropriate, to ••xamine more carefully
the nature and implications of' the Agen--=y'~, support of "lAMP (and
the AVT), in order to ensure that A.I.D.'s interests are being
well served.

The process involved in d.esigning I aut~horizin9, implemen­
ting HIAMP has not been neat and tidy, nor has it been well
documented. This process needs to be docuJlsented and reexamined
to ensure that project components such as ~;he AVT are adequate as
well as of a nature with which A. I ~ D. can c:omfortably live.
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3. Con§t~Aintl --.Will 2roviding equity remove or
~ax the primm consthAintCs) to increasing oon­
tIAd1tignal agricultural eXPQrts in the Eastern
CaribbeanZ

HIAMP's purpose is "to irlerease the contribution of the
agricultural sector and •••enterprises to GI:>P by improving the
investment environment, relieving developm.~nt constraints to
private capital inflows, and demonstrating attractive returns on
capital at accept.able levels.1» The project. assumes that money,
technology, personnel, and markets exist fc)r agricultural invest­
ments in the Eastern caribbean, and that market imperfections
keep them from getting together. A.I.D.'s role of matchmaker was
anticipated to be SUfficient to reduce the risk for investors in
non-traditional agriCUltural production for export.

Consideration of constraJ.nts in the EC suggests that several
obstacles to reducing this investment risk may be beyond the
capacity of HIAMP to address. The issue of the severity of
constraints relative to the project's purpc)se was discussed at
the DAEC review of the PP:

Does the combination of (these] constl~aints, which include
small scale and wide dispersion of potential production
units, infrastructure and transportation deficiencies,
policy constraints, and competition f,l~om better equipped
Caribbean countries add up to too many strikes aqainst the
prospects for achieving the goal and purpose? In other
words, are the Eastern caribbean stat.as really ready fot·
this project? (OAEC Issues Memorandum)

~p1taJ...§§ A CQDQ1;J;;ALntto Ioye§tmtn1;. in. the EC

Recent agribusiness projects in the Ee, such as those
executed by the Latin American Agribusinesfl Development Corpora­
tion (LAAD) and the Caribbean Development Uank (COB), have not
had much success in increasing' investment j~n agricultural
enterprises, with a tew exceptions.

LAAO, well know~ tor its lean managemEtnt style and success
with agribusiness equity investments in Cerltral America, had
problems initiatinq and expanding a signifi.cant volume of private
aqribusiness investments in its principal target area, the EC.
In the Agribusiness E~pansion Project, LAAt> was to emphasize
investment opportunities involving non...tt·L~lition41 agricultnral
products tor regional and international meu~kets. While the PP
targeted 17 potential subprojects in the Ee, LAAD placed a small
amount of A.I.D. funds, just over ~l million,' 1n only four
projects. Sixty percent ot the A.I.O. funds, nearly $4 million,
went to one Central American country, Belize. Moreover, LAAO was
unable to place even half ot A.I.O.'s authorized funding of $8
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million in the Caribbean. With the limited volume of bankable
projects and the high operational and management expense in the
EC, LAAO withdrew its EC representative in Barbados.

The COB's project experience in the EC was even more dis­
heartening. The COB was to increase investment in agribusiness
enterprises through loans and equity investments. Of the five
subprojects financed, four are experiencing serious financial
difficulties (L. Berger, Executive summary, pp. 9-10). Two of
LAAO'S four EC subprojects are in severe financial difficulty.

A principal conclusion of the evaluation of the two
previously cited EC agribusiness investment projects challenges
the assumption of the QRA component, as executed by the AVT, that
equity investment will be the answer for promoting non­
traditional agricultural exports:

the underlving assumption of the ~W9 proj§cts that tbe
proyi§iQn of credit for a~usiness would rel~~Re a key
9Qnstrgint and t:,e§ult in 'the establisbment of signific;:SUl.t
nUmbers of new ~qx~SG ventures-!Rx1Dvip~11y engaged in
agrQprocessing) proved unfound~ Although USAIO provided
$12.5 million for agribusiness credit, there are only three
new or expanded viable aqribusinesses in the Eastern
caribbean, each of which appear to have had the potential
for successful solicitation of commercial credit. Ih§
gisappointing results Qt~t;he tW2 pr9jI9tssu99§it~
binding COD§tJ.:Aint§ to ag,~§1n§ss in the Eastern ~aribb§An
ptbQ[thAD cred1t which_tru8trate~Q[QiIQteffo[t§ ••••
Earlier thorough evaluation of ••• (the LAAO project) ••• might
ha7e ••• led to a decision to loosen the RcO/C's commitment to
the agribusiness sector ••• , due to t~e numerous binding or
inherent constraints on the sector which donor agencies are
powerless to relieve (L. Berger, p. 12: emphasis addad).

Inadeayatft TrftnsgQrt and MArkftting IDfrast~gtY~Q

The project paper mentions costly and irregular transporta­
tion as a conseraint to private sector-led agriCUltural develop­
ment. "The lack of adequate t:ransportation facilities for inter­
island shipments of fresh produce has constrained both intra-
and extra-regional market development in the region" (PP, p. 12).
HIAMP's designers proposed to address this constraint by conduc­
ting a stUdy ot transportation requirements, which would form the
basis for the design of subsequent project activities.
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Tha question that arises is whethBr l()cal and foreign
investors will be prepared to ~ake equity investments in
agribusiness ventures in the Ee, it transportation is still an
obstacle? Several considerations are relevant.

First, experts familiar with and executinq similar non­
traditional agricultural export projects cite the importance of
refrigerated warehouse and transport facilities for firms
exporting perishables. Given the scarcity of such facilities in
the Ee, this requirement may represent a ccmsiderable obstacle to
investment in the export of perishables (e.g., passion fruit).
~ransport and marketinq infrastructure was critical to the
success of the perishable agricultural exp(\rt fi~ financed by
the LAAD project. "The moat successful project addressed the
need for collection, storage and distribution facilities" (L.
Berger, Executive Summary, p. 11).

Second, infrastructure variables were found to be important
considerations for investors in another A.J:.D. investment promo­
tion project in the EC. An evaluation of the Project Development
Assistance Program (PDAP) found that "invesstment decisions in the
'Eastern Caribbean are based largely on inVElstment climate and
infrastructure vari4bles and -- at best -- can only usually be
'facilitated' by the kinds of activities P[)AP has undertaken"
(SRt, pp. 3-4). Specific problem areas mentioned by investors
were "poor transportation links ••• and a li~u!Lrth of middle manage­
ment (primarily technical) expertise" (SHI, p. 23). The evalua­
tion concluded that "tQg mYQ~.~nt12n waeLl9cusg~ on inv§§tm§ot
p~Qm~~i2D agtiyitii§ befQ;~ hastg pQ119yenY~~9nmDnt ang infrA­
l!;nu;tU[i' gugstigOi "llnLJU;!ga~" (SRI, p. 37 emphasis added).

Experience from the Caribbean RegionaJ, Integrated AgricUl­
tural Oevelop~ent Project also suggests th2Lt developing marketing
channels for non-traditional crops in the E:C has greater risks
than for traditional crops. All evaluation found that a majority
of project loans supported the CUltivation of tradition~l crops
(e.g., bananas and sugar can&) for which there are reasonably
good arrangements for inputs and marketing. The evaluation noted
the difficulties of promoting non-traditional agricUltural
production, given the potential constraintsl, and conclUded that
it is "probably better to ••• [concentrate] em situations where
input availability and marketing arrangemem .•• [do not
hinderJ ••• profitable use of credit" (pacific consultants, p. 4).

While ROO/C is addressing these infrasitructure constraints
through various projects, HlAMP may have underestimated the
effect that inadequate transport ana marketing infrastructure may
have in identifying and developing viable agricultural export M

oriented enterprises. A survey of HIM1P clients found that those
receiving marketing assistance were "very concerned about
spending their investment to diversifying only to find they do
not have a dependable market. They want to know who wil~ help
them penetrate the overs.aas mar-ket when HIAMP is finished"
(Weatherspoon, 1987, pp. 10-11).
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Attitudes toward Commercial A£riculture

Negative attitudes toward commercial agriculture and the
overall business climate in the EC appears to be a serious
obstacle to implementing HL~. One of the problems cited in
several evaluations is the laok of local inte~~st in developing
commercial agriculture (LM Berger, SRI, ~~).

First, the declining returns of plantcltion-based "'·,.ltivation
(e.q., sugar) and the prevalence of subsistence agricultural
production in the EC have not made agricultur6 an attractive
investment. Agricultural l~nd and labor are scarce commodities
in the EC, qivan the competiti.on with tourism for these factors
of proc1ur:tion. Financial returns from import businesses and
tourism in the EC are often more attractive than agricultural
e~ports. In addition, some agricultural eJ<porters, having rising
costs tied to the US dollar, have ceased hclrvesting graprfruit
for export to Europe because of declining revenue associated with
exporting to non-dollar based economies (L. Berger, p. 29).

LAAD found that very few local busine!!Ssmen in the EC were
willing to risk investing in non-traditional agricultural prodUC­
tion, and that those who took risk were not willing to share
ownership with outside investors (L.Berger, pp. 14-16). liThe
officials of LAAD cited the lack [of entrepreneurs) as one of the
key constraints in finding suitable projects in the Eastern
Caribbean and disbursing funds available" (L. Berger, p. 31).

A related factor, the small familY ....·owned character of EC
firms, has already emerged in the course of negotiating the terms
of the ~~ity investment. Owners of family firms have been
unwilli~9 to have investors from the same island repres~nted on
their board of directors; others have withdrawn f40m the
negotiation process completely because they were unwilling to
share ownership with outside i.nvestors. A repr:esentative of the
Core Contractor for HIAM:? recently comment~ad that:

an ••• intractable problem that may serve to slow down the
process of delivering equity financing to investcr~ is the
commercial milieu in the EC. Businesses in the region are
small-scale and ••• characterized by little middle management
support (HIAMP Quarterly Report, Oct.24, 1987 t p. 7).

The negative attitude toward commercictl agriculture, coupled
with the lack of economies of scale of family businesses in the
Ee, does not bode well for these new firms' ability to compete
with established Caribbean and. Central Au,el~ican produr;ers. ThUS,
it is not surprising that very' few producel·s in the EC currently
export extra-regionally.
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Some Impl1catioDs of Constraint~ for the ~

The AVT may have a greater potential to develop viable non­
traditional agricultur~l export enterprises than in the projeots
~xamined in the earlier cit~d evaluations. First, the AVT is
concentrating on the product area with the greatest potential for
success in the EC. Both the LAAD and the COB projects found that
tha subprojects with the best success rate were those supporting
export ~f non-traditional agricultural products to industrialized
countr;ies (L.Berqer, Executive Sumnary, p .. 18). Second, the AVT
has a more comprehensive support structure far the promotion ~f

equity investments than previously was the case. Finally, aside
from the investors who receiVEl equity inVe!lltmentm, t.he A. I • D. ­
funded Trust is the only party that is pla<::inq funds at risk in
equity investments made by the Trust. This was not the case
either for LAAD or the COB who assumed financial r.isk as external
institutional investors.

As a further consideration, the previ(:>usly-cited evaluation
of two agribusiness projects 1n the EC raised an important
queation: "Will enough investors come fOrlr/ard to invest in new
or expanded agribusiness activities to jus1:ify the magnitude of
the resources programmed for the (HIAMP] project'!" As of
September 1987, ten busiuass plans had been developed by the CC
and submitted to RDO/C for aPt1roval; by January 1988, the AVT had
committed six QRF investments for a total <:>f US$ 1.26 million.
While these investments are in product areas having the greatest
?ot~ntial for succ~ssful non-traditicna\ agricultural export
ventures, it is unclear whether thifi volume and the quality of
these investments will continue in the future.

4. Hanagemeot. Acg a

Three yther issues also emerged in revie~ing the AVT:
management of, accountability of, and benchmarks for the AVT.
Based on the documentation reviewed, it becomes clear that:

~ith respect to~t, the proje<::t's dec~ntralized

structure for managing the AVT has become an obstacle to
efficient impl~mentation of the Quick Response Activities;

with respect to ~~j(.§l;I.,UJ..ty:, the pl::,oject lacks a clearly
designated delegation of authority and responsibility for
aohieving project output$, irl view of the multiple number of
actors involved (e.g., ROO/C f Core contractor, Management
Services contractor, Aqri.cultural venture Trust); and

--- with respect to bencbmar~&, that the project, given its
tl"ack record of implementati:m via ad hoc or "rolling"
design, has not established realistic, clearly-defined
benchmarks upon Which project progress can be ~onitored.
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Management -- HI&~P's decentralized management structure has
proven to be an obstacle to the efficient implementation of the
QRA component. At present, four institutional actors currently
serve clients: (a) the Core Contractor (ee) assists in the
preparation uf business plans for equity investments; (b) the
ROO/C Missien reviews and, if acceptable, approver. individual
investment proposals; (c» the MSC reviews the proposals, advises
the AVT in its negotiation of equity investments, and
subsequently manages equity investments approved by RDO/C &nd the
Trust: anu (d) the AVT approves equity investment arrangements.

As a representative of the CC stated x'ecently, "In spite of
good intentions, the organization structure encourages delays and
iterative charges that "one or the other is not doing their job
well enough or too well" (Mickelwait, Oct. 29, 87, p. 2). The
issue of HIAMP's decentralized management structure has been
recognized by RDO/C and the other partie~, and preliminary steps
have been taken by the Mission to address the problem (RDO/e
Mission Director cable 07717 of 9/18/87 to Karl Schakel of
Western Agri-Manaqement Company; 11/3/87 memo from RDO/C Mission
Director to AA/AID).

AgcountAbility -- To the extent that the AVT is not fully
independent, being financially dependent on A.I.D. grant funds,
technically dependent on the ee, and administratively dependant
onche MSe, there is confusion regarding who is accountable for
achieving project outputs.

For example, who is responsible for managing the equity
investment portfolio: the Trustees (or future administrativ~

staff) of the AVT, the employees of the MSC, the technical
assistance team of the ee, or even RDo/e? This is especially
problematic because the ce is now primarily responsible for the
development of the equity investments. The Core Contractor's
role vis-a-vis equity investments, as compared with \~hat of the
MSC or the Trustees, has been greatly expanded. There is a
potential conflict of interest if the CC is assisting the AVT to
manage the very same equit} investments which the ce is
developing. The conflict of interest s~tuation may be agqravated
by the fact that the CC ~.a3 staff on each of the islands, while
the AVT does not. Looking down the road J who will manage the
portfolio at the end of the project?

Ben~hmark§ -- The manner in Which the ORA component is being
implemented is significantly different from the design in the PP.
Further, there have been significant delays in establishing the
AVT and in developing ~nd implementing QRAs. ThUS, HI~P has not
moved forward at the rapid ("quick") pace assumed in the PP.
This raises a question of benchmarks, of what may reasonably be
expected of the AVT in terms of meetin~ the project's inputs,
outputs, purpose, and goal.
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For example, the PP anticipated an ag~rregated internal rate
of return of 56% to subprojects (PP, Annex 0, p. 3). However,
discussions with the LAC evaluation team ir~dicated that the
current auticipated rate of return on subprojects visited is in
the order of 20%. This suggests that the PP may have made
unrealistic projections about anticipated returns. In light of
this reduced rate of return and the small number of equity
investments financed by other investors in the EC, the benchmarks
for the AVT (number of investments per year, rate of return,
etc.) may need to be reassessed.

Another concern r,or th~ benchmarks iSl!~ue arose in the light
of the experience of the t.wo Caribbean aqri.business projects:

All the sub-projects evaluated had di1~ficulty meeting the
targets set for them.... In. most easEls, the shortfall had
less to do with the capahilities of the implementols, and
much more to do with inflated foreeast:s.... • •• inflated
forec~s~~ [have] pla~~ed many RDO/C private sector projects,
and is clearly related to the "se1lin9 job ll required for
donor fundin~. • •• The [sub-project] appraisals lack a
fundamental ~ense of reality, and an understanding of the
dangers and opportunities for investo]~s••• (L. Berger,
Executive summary, p. 17).

B. Overall Project Cesign

1. the Clustet Concept and coh§lrency -- Is HIlJ1E
cyrr§ntly stru&tured as M 9Qh§r~n~ proj~9t?

"The HIAMP project is the centerpiece of the Roo/C's cluster
concept" (PP, p. 4). The "cluster concept U approach to project
management is that of using a core contractor to manage a group
of proj ect activities in the same programnu!ltic area (e. g., oon­
tre ;itional agricultural exports). HIAMP'eJ design conceived of
the Core contract as a vehicle for contracting out specific
project activities (e.g., research activities) to different
institutions, while freeing up overburdened RDo/e staff to focus
on policy, institutional links, and overall effectiveness. Also,
the RDO/C staff limitations, the difficultles of managing projoct
activities in a number of small islands frc)m a Barbados base, and
the need for programmatic coherence made the cluster approach
appealing.

Problems arising during the project's implementation suggest
that HIAMP went beyond the cluster concept. A common thread in
these problems is the perception that HIAME) was not conceived as
a project but as an open-ended Mission program with the potential
to do any number of thirigs in any nulllber 01~ areas. This "basket
-spproach" has both strengths and weaknessesi. Previously, AID/W
had raised the issue that lithe costs and benefits of the core
contractor approach were difficult to assess and that procedura~

and policy problems might arise" during thel review of the RDO/C
Action Plan for FY86/87 (PP, p. 21).
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HIAMP's project implementation experience suggests that the
project desiqn may have held unrealistic expectations as to what
the CC and RDO/C could effectively manage. Examples include:

Four Major subproject Activities (MSAs) were originally
envisaged in ~e project design. Two are on track but the
other two are postponed and under discussion (Windward
Islands Tropical Fruit and Leeward Islands Crop Diversifi­
cation Subprojects). The existing MSAs currently operate
independently of th~ cc who no longer has any responsibility
for managing design teams for MSAs or doinq "reality checks"
on the management of MSAs. Now the priority of the CC is to
tollow through with the equity investment projects that the
CC helped to prepare.

Over time, RDO/C has found that a significant number of
A.I.D~ staff are still needed to oversee this project. The
Mission Director has two direct hire staff assigned full­
time ~o the project, and another part-time. In addition,
the Mission Director is closely monitoring performance.

In effect, HIAMP has not been a coherent project. The
"project" now consists of activities which are highly unrelated
relative to what the PP originally envisaged. Two fundamental
questions arise:

First, with respect to the Major Subproject Activities
(MSAs), if MSAs now operate independently of the ee, what is the
rationale for continuing the HSAs 4S subprojects of HIAMP?

Second, with respect to the ee, does limiting the role of
the cc to that of supporting 'the QRAs undermine the concept of
having an overall CC as the agent for implementing ROO/C's
cluster initiative?

As HIAMP is being carried out as a decentralized project,
with the MSAs operating independently of the AVT, there is no
rationale for the MSAs to con'tinue as part of HlAMP or for the CC
to manage HIAMP as a whole. Unlike the AVT, HSAs are primarily
c~mmodity-specific technical assistance projects withQut an
eq,tity investment componerJt. Also, they are relativ,~ly large­
scale projects based on a different project design ard ~

different group of executing institutions in each case. Finally,
MSAs operate as shadow projects, essentially independent of the
traditional mission tracking system, which increases the
potential for lack of accountability.

In light of these various considerations and the evolution
ot the AVT, there is a need to rethink what the role of the CC is
(or should be) relative to th.e AVT and HlAMP. For example, what
are the budget implications of the Core Contractor's new role?
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2. ~puntability -- GiY§D the-1gck of coherence in
BlAME's strugtyre. has the project', multi-faceted
gharacter resulted in a lack of clear priorities
and benchmarksfQ[ evaluating project performance?

One of the advantages of a mUltipurpose project which com­
bines several activities under the charge of a Core contractor is
that the project is sUfficiently flexible to respond to
opportunities and requirements as they arise. For example, the
management implications of bilateral progrl!llDs in the EC operating
independently of regional initiatives is a justification for
increasing management flexibility. Managi!"lq a regional projeot
requires flexibility to respond to country·nspecific concerns;
this approach can make use of scarce profef5sional resouroes for a
variety of tasks. Also, as HlAMP aims to f;timulate equity
investments, flexibility in approach may b4! an essential
requirement.

However, a fundamental limitation of this "basket approaoh"
is that these multiple aotivities have different objectives,
which increases the difficulty in developil'lC] clear guidelines,
partiCUlarly indicators for monitoring and evaluating project
performance. Evaluators of the PDAP, a similar caribbean-based,
investment promotion project having a centJ~al contractor
management structure, found that "the disadvantage (of the
mUltipupose character of the PDAP model] i~a that the ultimate
mission of the project team is mixed, leading to lack of clarity
on priorities and evaluation criteria, and an inadequate skill
mix for certain assignments" (SRI, p. 9). The evaluation also
found that personality conflicts and questions about internal
control over the project led to lack of coordination and
direction (SRI, p. 13).

Integrated rural development projects, commonly "multi­
pronged, coordinated effort~,» have suffered similar protlems. A
review of A. I. D. 's experience with these pl:,ojects found that

lack ot coordination was a major malaise affecting most of
the projects. Dispersion of responsibilities and decision
making often paralyzed px'oject managetnent, when the
centralization of control over project funds in a single
lead agency delayed dj.sbursements to nppropriate agencies
and organizations responsible for completing individual
activities (A.I.D., 1987, p. ix).

It may be preferable to t'athink accountability in the HIAMP
project in terms of separate projects rath4ar than as a project as
a whole.
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IV. Conclusions

A. General

1. The "tAMP EIoject is glearly a high-risk ~enture in which
there are pgteotial large rewards but also potential major
pitfalls including the risk of failure (e.g •• loss of the
a~je9t fYnQ§-!nyested by the AYT in,Agricyltural enter­
prises),ijowever, the gr§ater risk would be the potenti~

ngniticant negatiye consequences of 1~ailing to undertake
constructiye1nitiatiyes in~h§ EeL

The justification for supporting a hi9h-ris~ ~~nture such as
HlAMP is the political, economic, and human importance of
findine;y ways to support economic and fllocial development in
the Ee, A question still o~en to debate is whether non­
traditional agriCUltural exports is the best way to
stimulate development in the EC conte>i:t.

2. A project can take either a "blueprint" or a "rolling
design" approach to implementation. HlAMP proceeded on a
larg'ely ASl h2sc. or "rolling design" baElis. As a. result,
there ~§ ngw soml confuljQn about hQwthe proj@Qt's
C;2mponents fit togethgr to. agbieye tb1il1 project' § goal,
pumosg. ADd outputs, Consequently, the project now lacks
defined benchmarks upon which project progress can be
monitored.

There is a lack of documentation (e.g_, PP Amendment,
Mission Cable t.o AID/W) that compreh\ltlsively sets forth the
project's goal, purpose, outputs, and inputs, as well as the
key actors and the strategy and operational procedures to be
followed in implementing the project. Memos written by the
Core Contractor have attempted to set forth a revised
strategy and operational procedures tel be followed in
implementing the project. However, the strategy and
procedures to be followed, as well as the actors to be
involved, have changed from one memo to the next. This is a
continuation of the same problem that occurred during the
"rolling design" of the project trom the time of the PlO, to
that of the PP, to that of authorization, and beyond.

B. A9ri~u~~YIAl ygnturQ TrYlt (A¥T)

1. A major concern identified in reviewing HIAMP has bean the
question of whether the AgriCUltural venture Trust (AVT) is
consistent with FAA legislation and Agency policy that
prohibits A.I.O. taking equity positions in private sector
enterprises. ~Q 2Y[tlnt_AXraOSimlotl as§2~!A~lg w1th th§
!a:eatioD, 9perAtioD, ADg gYI[§j.gbt gt: tb9 AVT rAise tb~
pos§ibi11ty tbl.t. AXDm~n~, in effQct ODd incons1itent; with
lf19!&lotiQD Ang po11~, bg taking All....§jguity PQsitiQD in
priYA~O §~gtor enterp[i~~ However, a firm conclusion on
this point requires a determination by legal counsel.



29

2. The AVT is not a venture capital activity. Review of
venture capital project experience suggests that the insti­
tutional prerequisites for a venture capital operation are
not present in the AVT as currently i,mplemented. HIAMP's
experience to date suggests that the AID-financed AVT, not
local private investors, will bear a large share of the
equity risk. Further, the risk-averse character of the
mechanism (AVr) created by A.I.D. is inconsistent with the
high riSk char~cter of Roo/C'S non-traditional agriCUltural
export financing objectives tor the Ee. There il still
consideGble confusion AS to the APpl'gpriat, mechanism for
equity investment in the~

3. Consideration of constraints in the BC suggests that several
obstacles to reducing investment risk were underestimated.
Experience with other agribusiness investment projects in
the EC challenges HIAMP's assumption that equity investment
will be the answer for promoting non-traditional agri­
cultural exports. ~b, 411A~p01nting r!§ylt, of 2tbat
agr19ultu~al export promQtion PIQjects in tbe £~ po1nts gyt
that binding cQDstraintlL-2ther than f1nanging. ~
frustrated prgi§ct Ifforts tq deve19g agrigysines§ 1n the
regigD L Problematic constraints have included inadequate
transport and marketing infrastructure, and negative
attitUdes toward commercial agriCUlture.

4 • Given these high risks, tb9 AVT sboul.o .. be Ylelttg P:l,....RPQ/~.I§
an IKJ2eriment Q[ pilQt gemgnstrat1on, w1th limited sccope and
expectAt1QJls.

If ROO/C could first demonstrate, on a small-scale basis,
the feasibility ot expor't:ing non-traditional agriCUltural
products from the Ee, then ROO/C could oxplore how to
institutionalize this export capability. An alternative
approach would be to conduct studies to identify and analyze
the existing constraints. However, there is a risk that
this approach might only yield inconclusive results without
practical application. On the other hand, an experiment or
pilot demonstration that is closely monitored and evaluated
provides a basis tor "learning by doing."

5. l:Dg s;leceDtral~zed §trucgt.yre '9L msmAging tbil AY'l' i.§ an
obstacle 1;2. g"j,cj.§nt .....1.mJ121ementAtigD,Qf QRAI. {\g§mlatl
accoyn1:r1nca f2:[ RIoje;; q\lt»ytl. ADd m!uuul[1ng, 1mpS\~t I

a. Management--The problem here is that a multiplicity of
actors (ROO/C, Core Contractor, Management Services
contractor, and the AVT) has severely slowed
development and approval ot equity investments. There
is a clear need to rationalize the number of actors
involved, to delegate the required authority to make
decisions to key actors, and to streamline the
operational procedures to be followed.
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b. Accountability--The problem here is the question of who
(Management Services Contractor or core Contractor's
Island Advisors) is to be responsible tor managing the
portfolio of equity investments during the life of the
project and beyond.

If the AVT is an experiment or pilot demonstration,
there is a question of how long the demonstration must
be run in order to show that non-traditional agricul­
tur,l exports can develop a profit-generating ability
that would ultimately enable them to buy back the
equity held by the ~rrust.

c. Benchmarks--The problem here is the lack of realistic,
clearly-stated benchmarks against which to measure the
project's implementation progress.

C. Qv§[all Projgct Delign

1. HIAt;IE doeg not holg t9gQ~ber al A.qoh§[ent 9tgjesct. In
light of how the project has evolved, the rationale for
HIAMP as a tlcluster lt project, combining Quick Response
Activit.ies (QRAs), Major SUbproject Ac'tivities (MSAs), and a
Core C~ntractor (CC), no longer holds. For example, HIAMP
includes initiatives (e.g., the Cocoa and Mariculture
SUbprojects) that would othe'rwise stand alone as projects,
while other HSAs have been cancelled.

ALHIAMP J,9 Sling CorriillL.2ut AS. ~ant~A;L1ze,g I2roj l!Wt •
W1th tllg M~As 212grating ,Lndegendently..,o, .thg AVT.. tbe[§ 11­
DQ[AtiQDAle fot tbg MSAstg cQntiDY§ All PArt 9t,HIAMf Qr
,tpr the cc to manage ijIAI'P III a wbgl~.&.

2. ~b§l:' is ccsmsidsn:lblfi QQnflUi i 9D ~e9Al:~Ung whiSh. ~~tO[S at'
to plAY whiC;Cb t91eu in 1JDP1,envmt1ns. ijI.AHf.t. The role of the
CC has evolved into something quite different trom that
envisaged in the PP. Rather than the CC assisting in design
and oversight ot the MSA1l5 as well as developing QRAs, the CC
no longer has any responlsibil i ty tor the MSAs. Now, the
ec's role is limited to developing and following through on
the QRAs (i.e., the equity investments made by the AVT).

Yet there are at least two proposals cirCUlating that
demonstrate a lack of agreement about who should be doing
what. One proposal SUgQ4!iUStS t~lat the CC work closely with
the MSC in the management of the AVT's equity portt.olio~

while the other Sllt;g8stS that the AVT terminate its contract
with the MBC and b~sf up the Trust's own technical and
administrative staff. If these issues are not sorted out,
there is a dangex. that H:[AMP, albeit a demonstration, will
demonstrate only tailure~ Or that it will not be clear what
it is that has been demonstratod or what project inputs were
effectiv'8 in achieving Which project outputs.
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3. The reduced number of MBA,. the cblnged role of theCC. and
the dilAYs in impl~mentinq OBAI suggest that BlAME is
authorized at a funding level in ex.ee3§ of tbl level gf
funds tbat tilt. proh,ct need, .to .operate at .. its currently
::eguced leyel of agtiyit.y.... If t.he role of the CC no longer
includes providing short-term technical assistance for the
design and monitoring of MBAs, there may be a need to
reallocate some of tha $10 Million for Core Contractor's
bUdget to ensure that there are adequa.te funds for short­
term technical support for the remaining MSAs.

V. Recommendations

1. That legal counsel be requested to determine whether the
arrangements for the AVT to make equity investments in
private sector firms are not inconsist:ent or contrary to FAA
legislation and/or A.I.D. policy prohibiting A.I.D. trom
taking equity positions in private sector firms.

2. That RDO/C view HIAMP's QRA component, albeit implemented
through the A\~ or an alternate mechanism, as a high r.isk
experiment or demonstration of the te~lsibility and
profitability ot non-traditional agriCUltural exports.

3. That RDO/C fully define and adequately document the strategy
and requirements for conducting the QRA component as a
demonstration. Potential requirements inclUde, but are not
necessarily limited to, the following: number of equity
investments, operational procedures (e.g., making equity
inves~ments, equity buy-back from the AVT), staffing, and
establishment ot realistic benchmarks.

4. That R~'/C obtain specialized technical support:

a. to reassess the adequacy of the QRA financing mechanism
and to make; specific recommendatlons relevant to
designing alnd implementing a pilot demonstration; and

b. to define an appropriate managem~nt structure to
implement the QRAs,to account for outputs and
performance, and to document perf'ormance indicators.

5. That the level of project resources for the demonstration
should not exceed the lev,al required of a pilot activity.



32

6. That the AVT (or alternate mechanism), as a pilot demonstra­
tion, should be closely monitored, documented, and evaluated
by an external review team. criteria should be developed to
assess the lessons learned from the pilot demonstration and,
in particular, should include the effect of constraints on
non-traditional agricultural exports and the factors which
contribute to success of equity investments.

B. Qy~rAl1-RrQject Oes19D

1. That ROO/C formally disa99regate HIAMP as a "cluster
project" into separate, indepencient projects, including each
of the Major Subprojects and the Quick Response Fund
currently executed by thEa AVT •

2. That RDO/C redefine the J:01e of the ee, given the consi­
derable confusion regarding the roles of the actors in
implementing the project as a whole and in implementing the
QRAs in partiCUlar.

3. That a revised funding lEavel for each of the project
components of IUAMP be pJ:epared, which reflects the
anticipated level of effc)rt of each component.
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USAID/Kenya
n.d. Project Paper for Private Enterprise Development Project

Westlake , Melvyn and Donald Gx'eenberg
1987 "Venture capital: Gamble for the Big payouts," South,

October, pp. 19-20.

I.~gisl"tion

Foreign Assistance Act of 1961, as amended, Section 635.

united States General Accounting Office
1986 Caribbean Basin Initiative. Legislative and Agency

Actions Relating to t'>.t CBl. Fact~ Sheet for the Chairman,
Subcommittee on Ov~rsight., committee on Ways and Means,
House of Representatives

MemQt~nda f[2m cgyns§l

08/20/81 Memo from GC/LP to AAjPRE
(Subject: Acquisition by AID of Equity securities and
Convertible Dsbentures)

08/27/86 Memo from Evelyn. Gittens & Farmel~, Attorneys at Law,
B~:idgetown Barbados, (Subject: Nc)tes to the Agricultural
Venture Trustees on The Charities Act 1979-2)

10/16/87 Memo from Ge/PRE to PRE/PR, (Subjec=t: Financial Markets
Development Policy Paper: Equity Investments)
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Project EvaluAtion

International Business and Economic Research Corporation
1984 Evaluation of Caribbean Investment Promotion Servie~

(Revised). (PD-AAP-33i)

Le~~s Berger International, Inc.
1987~ Evaluation of the RDO/C Private Sector Financial Cluster

Projects. Draft Final Report.

1987b Evaluation of the Regional Aqribulsiness Development
project (USAID Loan No. 538-T-007) and the Agribusiness
Expansion Project. (USAID project Jlfo. 530-0057). Final
Report.

Pacific Consultants
1979 Evaluation of the Cal~ibbean Regional Integrated

Agricultural Development Project (538-T-0006).

SRI International
1986 Investment Promotion in the Eastern Caribbean: PDAP

Evaluation. (PD-AAU"'259)

USAID/Jamaica
1983 Evaluation of Technical Consultations and Training Grant

project (532-0079). (PD-AAQ-75)

£9119Y aog Pt:Q.9rAm ~~~1uatioD., DQcUm'Dt~

A.I.D.
1985 Private Enterprise Development (Revised). A.I.D. Policy

Paper.

Kumar, Krishna
1987 A.I.D. 's Experience with Integratfild Rural Development.

A.I.D. Program Evaluation Report Ho. 19. (PN-AAL-095)

CS\Ql,s Aug otbQr p[Qj§ctQev g1,9pmimt, Rev1f~w, A\lthot:~~S\t1Qn, ami
!mplemf:n'tAt19n DQCUmiDt.§

09/ /85 project Identification Document (PID)--High Impact Agri­
cultural Marketing and Production Project. (PD-KAF-043)

10/10/85 Memorandum to AA/LAC
(Subject: ROO/C: HIA.MP PIO - Issues Paper)

11/01/85 state Cable 005763
(Subject: PIO Review, HIAMP)

02/13/86 Project Paper (PP) --nigh Impact A~Jricultural Marketing and
Production Project.

02/21/86 ROO/C Cable
(SUbject: Congressional Notificati.on for HlAMP)

02/28/86 Information Memorandum to LAC/DR
(SUbject: Issues: RDO/C - HlAMP Project Paper)
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05/01/86 state Cable 136966
(Subject: HIAMP Quick Response Fund Guidance)

06/05/86 ROO/C Cable 03998
(Subject: HIAMP Quick Response Trust Fund)

07/11/86 Action Memorandum to AA/LAC
(Subject: proposal for aUT~orization of HIAMP)

07/15/86 project Authorization
(Subject: Authorization of HlAMP)

07/15/86 state Cable 221519
(Subject: Summary of AA/LAC review of. HlAMP, and several
bureau meetings with GC/LAC and PPC on the design of the
Quick ~esponse Activity (QRA) proposed RDO/C cable 03998)

07/17/86 State Cable 224530
(Subject: FY 86 program funds bUdget allowance for HIAMP)

07/18/96 state Cable 225226
(Subject: Text of project authorization of HI~tP)

07/~O/86 Core Contract--High :Cmpact Agricultural Marketing and
Production project. (PD-KAI-354)

09/23/86 Reqistration of Aqri<:ultural Venture Trust (included
"Declaration of Trust").

n.d. Equity Investment AgreQment and Equity Investment
Agreement Summary

09/29/86 ROO/C Project Grant Agreement
(Subject: Quick Response F'und: HIAMP)

(1.'/03/87 ROO/C Cable 01697
(S\L':)j~ct: RDO/C confirmation that Agricultural Ver.ture .
Trust, effective 2/28/87, had signed Management Services
contract with joint venture partn,ership of Deloitte
Haskins and Sells/SY~3Tt:MS Caribbean Limited; "this means
trust has now satisf!J.ed all conditions precedent to
disbursemont" )

04/16/87 RDO/C Grant Agreement Amendment
(Subject: Recipient: Agricultural Venture Trus't;
increase~ funds obligated by $2,500,000, t~ a total of
$2,750,000)

04/16/87 AID Project 538-0140.01, Agricult'ural venture Trust,
Implementation Lett,1]:' No. 1

OS/26/87 AID project 538-0140.01, Aqricultural Venture Trust,
Implementation Lette):, No. 2

06/11/87 AID Project 538-0140.01, Agricultural venture Trust,
Imp!ementation Letter No. 3

08/05/87 AID Project 538-0140.01, Agricultural venture Trust,
Implementation. Lettel:." No. 4

08/31/87 Cable from Karl Schakel to RDO/C Mission Director
(Subject: Concerns ubout HIAMP)

09/08/87 AI' Project 538-0140.01, Agricultural Venture Trust,
11l',plementation Latte]:" No. 5

09/18/87 RDO/C Cable 07717 to Karl Schakel, Western Agribusiness
Management Company (Subject: Follow Up to Meeting with
RDo/e Mission Director)

09/29/87 AID Project 538-0140.01, Agricultural Venture Trust,
Implementation Latte):, No. 7
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12/09/87

11/03/87

10/29/87

12/09/87

Letter from Karl Schakel, Chairman, Western Agr!­
Management company, to Mr. Alan woods, USAID
(Subject: Concerns about HIAMP)
Memo from Donald R. Mickelwait To RDO/C Mission Director
(Subject: itA Revised strategy for KIAMP Quick Response
Activities")
Letter from Karl Schakel, ~hairman, Western Agri­
Management company, to Mr. Alan Woods, USAID
(Subject: Concerns about HIAMP)
Memo from RDO/C Mission Director to A/AID
(Subject: Administrator Designatcat~ Meeting with Mr. Karl
Schakel , Chairman, western Aqri -Mclnaqement company)
Action Memorandum from AA/LAC to A/AID
(Subject: Response to letter fran Mr. Karl Schakel,
Chairman, t~estern Agx'i-Manaqement Company)
Memo from ECAD/DAI (Don~ld Mickelwait and David Hughes)
(Subject: A Proposal to Revise the strategy for the Quick
Response Activity conponent (AVT) of the HIAMP Project)
Letter from Alan Woods, USAID, to Mr. Karl Schakel,
Chairman, Western Agt'i-Manaqement company
(Subject: Response to Karl schakf:!l' s letters of October
19 and 30, 1987)
Dave D. Weatherspoon's "Final Report on the Monitoring of
the Aqricultur.al Venture Trust (HlAMP) Project in the
Eastern Caribbean"
Memorandum trom RDo/e (C/AROO)
(Subject: weatherspoon Final Rep()rt on Survey of HIAMP
clients)
Component Cost Summaly for. HIAMP
RDO/C Cable 00425 (Refs: 86 state 221519)
(Subject: HIAMP Quick Response Fund Investments)

HIAMP Quarterly Report (July 1 - September 30, 1987), from ECAD

01/08/88
01/15/88

12/18/87

12/15/87

12/05/87

10/30/87

10/19/87

RDO/C Project status Reports, various covel~ing 4/1/86-9/30/87

PPC File on HI~P Project

Terms of Reference for LAC Review of RDO/C HIAMP Project
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~~st of Cont~

Howard Aller, PRE/l

Terrance Brown, LAC/DR

Patricia Buckles, LAC/OR

Thomas Daily, PPC/PDPR/RP

Thomas King, LAC/DR

Beth Rhyne, contractor, ST/RD/EED

Robert Sonenthal, GC/PRE

Sean Walsh, PREll

steve Wingert, LAC/DR

Eric Z~.llman, formerly lAC/OR


