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PART I. SUMMARY AND RECOMMENDATIONS 

A. RECOMMENDATIONS 

The AID Regional Development Office/Caribbean (ROO/C) recommends 
authorization of a loan of $8,400,000 and a grant for $1,400,000 to 
develop and expand small and medium enterprises and industrial estates 
in p.:lrticip.:lling CDn r'le,mber Countries. Both thE:: loan and grant will 
be funded in FY 79 under ~he SDA appropriation category. The loan 
term will be forty years with 10 years grace, with interest of 2% 
during the grace period and 3% thereafter. 

B. BORROWER/GRANTEE 

The Borrower/Grantee and primary executing agency will be the 
Caribbean Development Bank (CuB). The CDB is a regional development 
finance institution, established in 1970, for the purpose of promoting 
th8 development and integration of its borrowing member governments 
with special emphasis on its less developed member countries. The 
parti cipating memb.ers for this project are the Lesser [)eve loped 
Countries (LDC's) - St. Vincent, St. Lucia, Dominica, Antigua, 
St. Kitts/Nevis/Anguilla, Grenada, Belize, Montserrat, British Virgin 
IslanC1s, Cayman Islands., and Turks and Caicos Islands, and the More 
Developed Countries (MOC's) - Barbados, Guyana and Jamaica. 1/ 

C. DESCRIPTION OF PROJECT 

The goal of this Project is to increase employment and increase 
the income of the poor in the English-speaking Caribbean Region 
(the "Region"). The purpose of the Project is to stimulate the 
investment in small and medium businesses necessary to increase 
production and employment in the region. 

The Project will provide medium and long term credits to 
Caribbean small and medium industry and for industrial estates. 
Project activities will consist )f: 

Direct lending by the CDB for industrial 
enterprises and industrial estates (AID Loan Funds) • 

On-lending to small and medium business enterprises 
through financial intermediaries (AID Loan Funds) • 

Technical Assistance (AID Grant Funds) . 

1. Direct Lending 

Approximately $4.5 million of the proposed loan funds will be 
utilized for direct lending activities over the four-year period 
beginning in the Fall, 1979. The CDB will relend AID funds for 
industrial estate development and for expansion of the manufacturing, 
construction and service sectors. Loan funds will finance equipment, 
construction and working capital. 

11 - Jamaica is considered eligible for loan funds for on-lending 
through intermediaries only to the extent that it can be 
determined that the funds provided in the World Bank Loan to small 
scale enterprise development are insufficient. 



2. On-Lending Via Financial Intermediaries 

Approximately $3.9 million of loan funds will be on-lent by 
Development Finance Corporation (OFC's) and commercial banking 
ins~itutions to small and medium business enterprises. Loan funds 
Wi~l finance the local and foreign exchange costs including working 
capital for a wide variety of manufacturing and service enterprises. 

OFC's will be used as the financial intermediaries for on-lending 
in those countries where the CDB and the country concerned can demonstrat4 
th~t the OFC will have the capacity to effectively and economically 
carry out this role. 

In countries where the DFC's do not have this potential, the COB 
will attempt to establish an experimental or pilot on-iending program 
through one or more private or Governi71c!1t commercial banks, private 
OFC's, cooperative banks, or other qualified financial intermediaries. 
Under this system, the COB will on-lend via commercial banks provided 
they (a) demonstrate their ability and willingness to utilize the 
funds in a manner consistent with project objectives, (b) are financially 
sound insti tutions, and (c) obtain a Government foreign excbange 
guarantee, or accept the foreign exchange risk themselves. 

3. Technical Assistance 

The technic<..l assistance activities under this grant will be 
directed primarily at the borrowers or potential borrowers of the small 
industry credit funds in the LOC's. AID grant funds of $1.4 million 
will be provided. The bulk of these funds (approximately $800 thousand) 
will finance Small Business Advisors (SBA's) who will be assigned to 
each of the participating LOC's. The main function of the SBA's will 
be to work outside the fin~cial institutions to assist its potential 
and actual clients. The assistance provided by the SBA will be 
substituted or augmented where possible with assistance from the Peace 
Corps. 

The remaining $600,000 of technical assistance will be utilized 
to provide specialized technical assistance directed at export 
promotion, and industrial estate programs. 

O. SUMMARY FINANCIAL PLAN 

The total cost of the project is $12,360,000. The estimated 
breakdown of cost and financing of the project is shown in the following 
table. The COB Governments and others are providing $2,560,000. The 
project activities will be implemented over four years from the date 
of signing of the loan/grant agreements. The Project Assistance 
Completion Date (PACD) will be four and one hali years from the date of 
signature 0' the Project Agreement. The demand for these funds is 
established by analyses of past and planned subloans in the region. 
See Part IV, A, 1. These subloans are illustrative of projects which 
AID has supported in the past and although full evaluation is not 
complete they dre expected to meet the subproject criteria identified 
in Part III, Section E., 5. 

2 



FINANCIAL PLAN 

Small and Medium 
Enterprise Credits 

Technical Assistance 
Administrative 

Support (CDB) 

E. SUMMARY FINDINGS 

(US$OOO) 

SUB-BORROWERS, DFC's 
AID CDB AND GOVERNMENTS 

8,400 
1,400 

510 
9,800 510 

1,680 
370 

2,050 

TOTAL 

10,080 
1,770 

510 
12,360!.I 

The Project app~opriately addresses a priority constraint 
in the English-speaking Caribbean -- supplementary term financing 
and technical assistance for industrial estates and industrial 
lending for small and medium enterprises. It has been designed 
within the constraints imposed by A.I.D. legislation. It is 
judged to be an administratively and financially feasible means 
of achieving the Project purpose. On a sub-project level, proper 
planning will be assured by the fact that sub-projects will be 
ana]yzed by institutions which will be pre-qualified by the CDB 
and RDO/C as capable of undertaking effective project analyses. 
The Project meets all other applicable statutory criteria (See 
Annex I-I, Statutory Checklist) . 

F. ISSUES 

1. The Use of the DFC's as On-Lending Institutions 

The major issue that was addressed by RDO/C and the CDB 
in the preparation of the Project was whether or not, in liqht 
of the poor financial performance of t~e DFC's since 
their inception~ to utilize the DFC's as on-lending institutions 
for this program. The conclusion reached after consideration of 
the alternatives (CDB direct lending for small and medium 
enterprises in the LDC's, or the use of commercial banks as 
intermediaries) was that in those countries where the Govern
ments were willing to restructure and strengthen the DFC's, 
providing limited subsidies where necessary, these institutions 
offered important advantages over the alternatives in terms of 
providing both technical assistancp. and financing to small 
business, undertaking industrial promotion services for the 
Government, and providing credit to small farmers under the AID/ 
CDB Agricultural Production Credit (APC) programs which would be 
disrupted if the use of the DFC's were to be discontinued. 

!/ Funds may be re-allocated among activities as necessitated 
by project requirements. 



RDO/C and CDB therefore concluded that in those countries, where the 
Governments are willing to t-~e the steps necessary to develop the 
DFC's into effective intermediaries and where a sufficient volume of 
potential business exists, the DFC's will be utilized. It was also 
decided that the CDB would attempt to establish an experimental 
program, using commercial institutions (e.g. commerci..11 banks) as 
intermediaries in those countries where restructuring of the DFC's is 
not feasible and in Guyana \'lhcre there appears to be room for both 
DFC and commercial bank on-lending. 

2. Financing Of Export Industries 

As analyzed in the most recent IBRD report for the Eastern 
Caribbean, the potential for import substitution industries, and 
industries which produce solely for the local or CARICOM market is 
constrained due to the extremely small size of the market. This limits 
investment possibilities largely to products which are expensive or 
difficult to transport relative to cost (e.g. soft ddnks, beer, bread, 
concrete blocks), to the production for the local markets of products 
which could also be exported, and to enclave incustries which would 
normally not be financed under this program without RDO/C approval since 
they arc generall:l foreign owned and expected to arrange financing 
abroad. Since the region's potential for import substitution is 
reaching saturation, AID funds cannot effectively be used to promote 
industrial development and employment generation unless financing is 
made available for enterprises which will in many cases export a 
portion of their production outside CARICOM. 

It is strongly recommended that such enterprises be financed. 
With regard to exports to th9 U.S., such exports will not result in any 
remotely significant competition with U.S. products because of the 
incredible small industrial potential of the region even if the un
employed 211 formed employment in export industry, the small size of 
operations expected to be financed, and because it is expected that 
the special trading relations with Canada and with Europe under the 
Lom~ Convention will result in the bulk of such exports being sold in 
those countries.* Further, by creating jobs in the Caribbean, such 
investment will limit migration pressures that would result in job 
r.ompetition in the U.S. 

*Data from Barbados show that currently only about 25% of manufactured 
exports go to ~he U.s. If this percentage is applied to the proportion 
of exports to non-CARICOM countries from 26 export-oriented enclave 
industries surveyed in the LDC's, an estimated 18% of production would 
go to the U.s. The share total of manufacturing output that goes to the 
U.s. would be significantly lower. Since manufacturing only accounts 
for about 5% of GDP in the LDC's or about $20 million, the amount of 
exports in dollal-' amounts would be so small as to be infini tesimal. 
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G. CONDITIONS AND COVENANTS 

1. §.Eecial Conditions Precedent '10 Disbursement 

Prior to the first disburse~ent under the Loan, or to the 
issuance by A. I. D. of documentat.ion pun uant to which disbursement 
will be made, the Borrower will, except as the Parties may otherwise 
agree in writing, furnish to A.I.D. in form and substance satisfact01y 
to A. 1. D. : 

A description of the criteria to be used to determine 
the eligibility of lending institutions as intermediate 
lenders under the project. 

2. Conditions Precedent To Additional Disbursement 

Prior to disbursement under the Loan, or to the issuance by 
A. I. D. of documen':ation pursuant to vThich disbursement will be made 
to any secondary financial institution, the Borrower will, except as 
the Parties may otherwise agree in writing, furnish to A.I.D. in 
form and substance satisfactory to A.I.D.: 

(a) An evaluation of the iGsti tution by the Borrmler 
with a specific finding as to the institution's 
viability and its ability to manage sub-loans; 

(b) A statement of the procedures and criteria against 
which the institution will appraise the technical 
and financial, and environmental soundness of the 
projects. 

3. Special Covenants For Sub-project Lendin~ 

Borrower will insure that: 

(a) Individual sub-projects costing in excess of 
u.S. $500,000 will be submitted to A.I.D. for approval 
prior to their being financed und2r the loan; and 

(b) Prior to approval of financing by on-lending 
institutions for projects located in Jamaica, that 
financing is not available from the SSE loan program 
being financed by the International Bank for 
Reconstruction and Development,except as AID may 
otherwise agree. 

4. Special Covenants Por The Industrial Estates Program (IEP) 

(a) Prior to the approval of financing for an industrial estate 
project, Borrower will use its best efforts to establish with the sub
borrower a financial plan for management of the facility that includes 
minimum rental rates sufficient to cover loan debt service and maintenance 
costs. 



(b) Borrower agrees to work actively towards the adoption of a 
common regional policy on industrial estates, particularly as regards 
the reduction or elimination of rental subsidies. 

5. Special Covenant For Use Of Funds 

(a) Dorrower agrees to provide in sub-lending agreements with 
intermediate credit institution~ that project funds, including reflow, 
which are not llsed for project purposes within a reasonable period of 
time shall be returned to the Borrower for use on other aspects of the 
prograrn. Funds repaid to the Borrower shall be credited to Borrower's 
Special Development Fund. 

(b) Borrower covenants to use income over and above administrative 
costs and 2~ allocation to reserves from interest spread on AID Funds 
for technical assistance programs that will stimulate the investment in 
sw.all and medium business enterprises necessary to increase production 
and employment in the region. 

H. PROJECT COMMITTEE 

Steve Ryner 
Gerald Wein 
Robert Meighan 
Dv,right Johnson 

Project Coordinator - CPDO, RDO/C 
Program Economist, RDO/C 
Regional Legal Advisor, RDO/C 
Deputy AID Representative 

EXPERTS WHO ASSISTED IN PROJECT DEVELOPMENT 

Gerald Alter 

Meredi th Burke 

Frank Skowronski 

Robert Rhoades 
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Past Vice-President, IBRD, AID Contract 
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Labor Economist and Demographer AID 
Contract - LAC-C-1320. 

President, Consultant in Business and 
Banking Analysis AID Contract - LAC-C-1268 

Social Scientist AID Contract - LAC-C-1283 

Ben Severn Program Economist - TOY, AID/W. 
Arthur Warman Finance Officer - TDY AID/W 

PRINCIPAL LIAISON PERSONS IN THE CARIBBEAN DEv~cQPMBNT BANK 

Neville Nicholls, Vice President and Legal Counsel 
Lewis Campbell, Director, Projects Department 
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Freddy Harding 7 Small Industry 
Werner Voeth -'Loan Officer 

APPROVED BY 
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PART II. BACKGROUND 

A. ECONOMIC ENVIRONMENT 

The Commonwealth Caribbean consists of s':xteen (16) dispersed 
states with a total population of about five million. To facil~tate 
analysis of the economic problems and potential of the English-speaking 
Caribbean, the countries of the area are usually grouped primarily 
on the basis of national income levels into categories of More Developed 
Countries (MDC's) and Less Developed Countries (LDC's). This project 
w).ll focus mainly on the needs of three MDC' s - Jamaica, Barbados and 
Guyana - and ten LDC's - St. Vincent, St. Lucia, Dominica, Antigua, 
St. Kitls/Nevis/Anguilla, Grenada, Belize, Montserrat, British Virgin 
Islands and Turks & Caicos Islands. 

The 1970's have been & particularly disruptive decade in the 
economic life of these Caribbean countries. Without exception all 
have high unemployment and a pressing need to accelerate j0b creation. 
The inflation and world economic resession which ensued in 1973/74 
has had a serious adverse impact on the economies of the region. 
The quadrupling of oil prices, the large increases in prices of 
imported foodstuffs, combined with a severe contraction in international 
demand for some of the region's major exports of goods and services, 
had particularly dire consequences. The three MDC's experienced 
severe balance of payments difficulties and a deterioration in their 
central government finances. Eventually the three had to institute 
austerity measures to protect their balance of payments and budgets. 
Economic growth was stymied and in many instances living standards 
deteriorated. 

The turbulent eccnomic events of this decade brought to the 
surface the inherent weaknesses of their economic structures. These 
events have also placed heavy strains on their social and political 
structures. 

West Indian economies do not exhibit the degree of economi..c 
dualism found in many African, Asian and Latin American developing 
countries. There is, nevertheless, a marked in-equality in the 
distribution of the capital stock, and, considerable labor resources 
are W1employed. 

The islands all have vulnerable open economies, depending 
heavily on a few export products and a broad range of imports. For 
the LDC's, 1977 imports of goods rep .... t3ented some 82% of GNP and 
exports of goods represented 53%; for the MDC's imports of goods 
amounted to 63% and exports of goods 49% of GNP. 

To understand the unusual characteristics of these economies 
and the underlying difficulties requires an appreciation of their 
structural constraint~. The small size of the countries as measured 
by population or the natural resource base is an important limiting 
factor. With very small domestic markets, self-sufficiency in a 
broad range of products could only be achieved at highly in-efficient 
levels of production and correspondingly low levels of national income. 
Small countries are thus forced to specialize in the production of a 
very few goods and services and to depend heavily on foreign trade. 



TIe MOC's have been fortunate to have had some valuable natural 
rt~sources and the ilbi Ii ty to expl.oi t them. These include bauxi te 
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': .. :Tamaica Llnd Guyana), a climate and soils conducive to the sugar 
industry (Guyana, Barbados and Jamaica), and a sea-sun-sand combination 
which Llttracts tourists (Jamaica and Barbados) . 

The exploitation of these resources has traditionally mede 
an important cont~ibution to the growth of the area. However, a high 
level of dependen,~e on t:1ese resources has made the economies unusually 
vulnerable to changes in their external demand. To reduce this export 
vulnerability, lessen the dependency on imports, and put the economies 
on a more stable, broad-based footing, the Governments sought to expanJ 
their industrial sec~ors. Diversification of production was also 
expected to contribute to growth in income and employment. A regional 
trade group was formed to create a protected market of some five 
million people, and v~rious incentive policl~S were established to 
encourage investment in manufacturing. 

B. TIlE INDUSTRIAL SECTOR 

The manufacturing sector in the region 1;;; :',mall whetter 
measured in absolute or relative ten's. In 19/6, manufacturing accounted 
on the average for 12% of GOP in the MDC's. In the Eastern Caribbean 
Common Market (ECCM) countrj -,,; the share of the Manufacturing Sector 
is estimated at 5%. In Belize the share of manufacturing was 13%. The 
MDC's accounted for 94% of manufacturing GOP in the region in 197G while 
the LDC's accounted for only 6%. Employment in manufacturing in 
MDC's in 1976 was estimated at about 140,000. 

Industrial activity throughout the Caribbean is mainly concentrated 
L: the lighter ma~lUfacturing areas which typify countries at an early 
stage of indust:i.ialization. Trinidad & Tobago, Jamaica and GUyar.d do 
have some heavy industry based upon petraleum or D3uxite resources, but 
their development has been historically separate from that of lighter 
manufacturing. Such light manufacturing is pl.'2dominar,tly imporl-, 
r;u~~ti tntin,]. Und~.::J..y ilil:!'l L:djJiLal ::..nLensiLy h,'IS h.,c,n fostereri by 
duty-free imports of capi tal goods, the di fficul ty in bor..:c':.'; :1'j i(, ~ w'orking 
capital as compared with physical capital, the bias of credit 
insti tutions toward "modern" plants, and, .in some cases, unrealistic 
exchange rates. The import content of production tends to be ;lery high 
because of the limited supply of domestic raw materials and in7.ermediate 
goods and the duty-free import status offered as an industrial inc~ntive. 
Protective tariffs, quantitative restrictions, and generous fiscal 
incentives have permitted import substituting industries wiL. high 
production costs and a resulting inability to penetrate extra-regiQ',~al 
markets. Exceptions are assembly-type products, such as clothing 
and electronics, which have developed in several islands. 

The magnitude and scope of industrial activity in the LDC's are 
extremely limited. In St. Lucia, Antigua, and St. Kitts, manufacturing 
encompasses a limited amount of import substitution (soft drinks, 
concrete blocks), some production for regional markets (garments, 
beer, processed agricultural products) and several export-oriented firms 
often producing for extra-regional markets (TV and electronic assembly 
plants). Dominica, Grenada, and St. Vincent have extremely narrow 
manufacturing sectors. 
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C. UNEMPLOYMENT 

Even with these positive efforts and incentative policies 
unemployment and under-employment continue to grow. Unemployment has 
been categorized by the World Bank as the most pervasive and pressing 
problem facing Caribbean countries today. Accurate measurements of 
unemployment in the LDC's are nnn-pxjst~nt. W0rld B~nk estimates 
of currer:t unemployment in the Eastern Caribbean LDC's ranges 
from 13-23%. Others have estimated the rates considerabl" higher. 
In ~arbactos unemployment dropped to 12% in 1978 while in Jamaica the 
unemployment iin 1977) was estimated at 24%. Data on the age 
distribution of unemployed workers shows that about 75% are under 25. 
The fact that the numbers of youth entering the labor force annually 
is increasing, both because of demographic characteristics and because 
the few'er young vJorkers are able to migrate to developed countries, 
suggest that the pressure for jobs will become more intens~ in the 
future. 

In addition to open unemployment, there is substantial under
employment. Although ac~urale national measures of uncter-employment 
are understandaLly lacking, numerous illustrations could be cited. 
In St. j\itts, for eXilInple, out of a total labor force of 20,000 in all 
sectors, some 3,000 cane cutters are employed on a guaranteed three-day 
week basis; another 1,000 are employed full-time for 26 weeks and 
three dalsa week during the balance of the year. During the Summer 
of 1978, the Barbados Government also found it necessary to place 
hundreds of government "casual" workers on a temporary four-day 
week basis due to budgE~ constraints. 

D. EMPLOYMENT AND Il~COME GENERATION 

With pl'h'..LC sector budgets overstrained, and given the limited 
amount of labcr that can be abosrbed in agriculture, a large proportion 
of additional job creation and production must come from commerce, 
manufacturing and tC'Jrism. Expansion of employment in these sectors 
will directly impru'v'c the WAll-being of the poor. Small and medium 
scale manufacturing and servise enterprises offer particular promise 
for employment generation as do traditioDal or informal activities 
such as workshops and household industries which are generally labor 
intensive and provide an outlet for independent people able to organize 
employment for others. 

A recent World Bank ~tudy concluded that industrial growth and 
employment in the Eastern Caribbean LDC's will have to rely 
s'~gni fi cdfltly on foreign enclave operations. Like small and medium 
ssale firms, such industries h~ve the advantag~ of often being labor 
intensive. In addition, they often supply their own capital, market 
information and technical expertise. If enclave industry is to be 
attracted, it is imperative that incentives be maintained such as 
competitive wages and limited industrial disputes. 

The most significant structural obstacles to expansion of 
production and employment in manufacturing have been the dearth of 
natural resources suitQ~le for industrial processing and tile small 
size of internal markets. Other im~ort.ant constraints more amenable 
to policy and program intervention include: 
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- Shortcomings of the capital markets, e.g. 
inadequate availability of capital, unduly 
conservative credit term and ccnditions, limit
ed capacity of rea~y of the financial institu
tions to efficiently serve small and medium
sized clients, and concentration of wealth in 
the hands of businessmen in the distributive 
trades w~o are unwilling to assume risks in 
industry. (Annex 11-8 contuins a description 
and analysis of the Caribbean financial markets). 

- Lack of confidence in Government economic man
agemellt, lack of clarity about the rules govern
ing foreign investment and a resulting percep
tion of foreign investors that they are unwelcome 
in the Caribbean. 

- LaCK of skills in project preparation, financial 
management, marketing, etc., for small and 
medium-sized businesses. 

- Limited entrepreneurial skills, lack of knowledge 
of technological alternatives and lack of 
knowledge of potential markets. 

E. EVALUATION OF PREVIOUS AIO EXPERIENCE 

1. Oevelopment Finance Corporations 

Ten Development Finance Corporations operate in the Eastern 
Caribbean and Belize. These OFCs were established to serve in
digenous borrowers who did not have ready access to financing 
through cornrnercial chan.lels. Over the past five years they have 
collectively approved $1.8 million in sub-loans. They have been 
the primary source of fin&nce for many small businessmen oper
ating l~bor-intensive enterprises. However, the OFCs have accrued 
a net operating loss of $202,000 and an estimated 630 loans, val
ued at u.s. $2 million, are currently in arrears. 

The system has equity ~or near equity) valued at US$4.6 
million, a debt equity ratio of 2.5:1, and total banking assets 
of above US$13.4 million. Nearly half of the assets, and more 
than half of the equity, is attributable to the one OFC in Belize. 
The OFC system is staffed by 145 persons, and has an annual sal
ary bill of about US$360,000. (For detailed information on in
dividual ~FC's see Annex VI-7). 

The generally poor performan~e of the DFC's is partially 
attributable to the tiny market served. For most DFCs the vol
ume of operations is too low to cover operating costs, which are 
on average 8% of sub-loan portfolio value. On-lending rates 
generally have been below commercial rates and have not provided 
an adequate spread. Moreover, collection procedures of many 
OFCs have been poor. 



In fact only four LDC's (Belize, Antigua, St. Lucia and 
Dominica) appear capable of supporting well run independent 
finAncial ins~i tutiOlll:i ut:!vutt::u lJrilllarily.W tr.e t'rovision of 
fixed capi tal. Even in these, ele development of markets 
~ould appear to proc7ed at a pace insufficient to generate 
lncome at rates requlred for commercial viability (except 
for Belize). 

2. lndustrial Estates!/ 

A total of 375,257 square feet of factory space has been 
constructed with funding from the 11 sub-loans made by CDB to 
the s~ven countries~/ that were surveyed. 

Of the 375,257 square feet of factory space that has been 
constructed, only 6,000 in Belize are vacant and uncommitted. There 
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is no space in any of the other six countries available for immediate 
occupancy. An additional 4,000 square feet in Dominica is rented by the 
Government for a training program and 20,000 square feet in Antigua, 
which had been occupied by an animal feed mixing plant now in bankruptcy, 
is committed to the Government, which plans to r~open it. Even counting 
committed space as vacant, the current vacancy rate of less than 10% 
is quite low; for example, CDB uses a 25% vacancy rate in its formula 
for calculating economic rental rates. 

The primary objective of the Industrial Estat::.s Program 
is and should be, job creation, and the results of the program are 
impressive. Some 2,000 jobs have been created during the relatively 
short period of about six years during which the program has been 
operative. 

The Industrial Estates Program of the CDB is also impressive 
from an industrial investment standpoint. A public investment of 
$4.4 million in estates has served as a catalyst for a private 
investment of about $6.5 million in machinery and equipment. 
Combining the two fixed investments, total investment per worker 
is dbout US.$5,400. By international standards, the industries that 
have been attracted by the Industrial Estates Program have been 
highly labor-intensive. Their overall contribution to GDP is 
significant as well. The US $10 million in GDP they generate is 
over 1.5% of the total GDP of the LDC' s where the IEP was evaluated. y 

The evaluation of the EIP also uncovered several problem 
areas. Most important among these is the current rental policy. 
Most estates charge about $l/sq.ft. for space in factory shells. This 
price is less than half of the economic cost of the facilities 
provided. The cost of this subsidy in economic terms is estimated 
~t over $400.000/vear. 

Other problems were identified in the planning, and management of 
industrial estates. The consultants recommended that technical assistance 
be provided to improve demand projections, standardize design, improve 
maintenance, and in several other areas. 

.!/ -

~/ -
~/ 

Evaluation of Industrial Estate Loans provided by the Caribbean 
Development Bank, prepared by Clapp and Mayne Inc. May 1979. 

Antigua, Barbados, Belize, Dominica, Montserrat, St. Kitts, St. Lucia. 

- See also Annex V-3 for a discussion of the economic effects of the 
IEP. 
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F. PROJECT STRATEGY 

1. Strengthening Credit Delivery Systems 

The major issue arising out of the review of financial markets and 
DFC's is whether to continue to utilize the D~C's, and if not - to 
determi ne what mechanism should be used for channeling credi t to small 
and medium enterprises in t.~ LDC's. Onp possible solution considered 
was the use of commercial institiutions; this alternative was explored 
by an RDO/C Consultant, Gerald Alter, an ex Vice-President of the 
IBRD, who has had broad experience in dealing with financial intermediaries 
As a result of his study of the situation,he recommended the use of 
commercial banks, and developed a framework for a CDB program to 
channel funds through commercial banks, which, he pointed out, would 
be unlikely to deal with the very small and inexperienced entrepreneur. 

After a joi:1t evaluation of the DFC's and the commercial 
institution alternative, the COB and RDO/C concluded that the DFC's, if 
they could be restructured, would have several desirable advantages 
for the COB program in the LDC's. These advantages are: 

(a) as public institutlons, the DPC's are able to lend 
to and provide technical assistance to small 
entrepreneurs who are considered too risky for 
lending by commercial banks; 

(b) in some countries the:r perform industrial promotion 
acti vi ties fOl' the government and in some cases 
manage the Industriul Estates Programi 

(c) in many of the LDC's, the DFC's act as 
intermediaries for the AID/CDB Agricultural 
ProductiOi1 Credit Program (APC). 

Because of the"e advantage!; the COB and RDO/C concluden that in 
countries where the DFC's are viable (Belize) or where the Governments 
are willing and able to undertake the necessary measures (includjng 
provision of subventions) to make the DFC's into effective development 
institution~, the G:C'C's will be strengthened and utilized under this 
and other COB programs. 

In those countries where there is little hope of developing 
a DFC or where the Governments will not agree to restructuring the 
DFC's, tne CDB will attempt to negotiate agreement for the utilization 
of commercial institutions as intermediaries on an experirr,ental basis. 
Conversations to date with the managers Caribbean head offices of the 
main commercial banks of the region indicate that the commercial banks 
are interested and Killing to participate in such a program on the terms 
and conditions discussed in this paper. 

RDO/C considers this approach to the DFC problem to be a 
realistic and feasible one. Under this approach, we would expect 
three to five DFC's to qualify for on-lending. As far as the 
experimental commercial banking program, we would expect that this 
program will be established on an experimental basis in two to three 
countries, including Guyana where the Central Bank and the commercial 
banks have both expressed a strong interest. 
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2. Industrial Estates 

The industrial estates program appears to have been very 
successful in generating investment, employment and output. The most 
serious problem seems to be the low rental rates. Most of the 
institutions involved appear to be predisposed to increase rates, 
and the COG's covenant to actively work toward this objective should 
be adequate. The COG, as the credit source for the majority of 
indu~Lridl e~LdLes in tIle Region, is in an excellent position to 
exert its leadership on this issue. 

The problem identified with respect to the planning and 
management can be resolved through the provision of technical assistance. 
This TA will be provided under the grant portion of this program. 

3. Strengthening Entrepreneurial And Managerial Capacity 

Provision of credit and industrial estates will not by 
themselves be sufficient to assist the inexperienced businessperson. 
Training and technical assistance will be needed. These needs will 
be addressed in this project, first, by establishing a 3~all dusiness 
Ajvisor in each LDC to provide long-term assistance and, second, by 
augmenting his/her assistance with short-term consultants as 
needed. 

Description of these activities follow. 
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P.l\RT II I. PROJECT DESCRIPTION 

The goal of this ~roject is to increase employment and outputs 
of the industrial and informal sectors 1/ of the MDC's and LDC's of 
the English-speaking Caribbean (the RegIon 2/). Goal achievement will 
~equire coordinated efforts on the part of the public and private sectors, 
as we] 1 as the international donor-:; and it will not result fr')lll this 
project alone. The purpose of the project is to stimulate tLcl 
investrn=nt in small and medium industry necessary to increese employment 
and prod~ction in the region. 

~. PROJECT DESIGN 

This project is designed as to provide medium and long term credits 
to Caribbean small and medium industry (private, public, and mixed 
enterprises) and for industrial estates. It supports and parallels the 
research and technical assistance activities undertaken in the Employment/ 
Investment Grant AID project 538-0013. Under the proposed AID Loan/ 
Grant, funds of $9.8 million by AID will provide financir.g for both 
foreign exchange and local costs of sub-projects in both the manufacturing 
and service sectors. Project activities include the following: 

Direct Lending by the CDB for indus":rial 
enterprises and industrial estates. (AID Loan Funds). 

On-Lending through financial intermediaries. 

Technical Assistance (AID Grant Funds) . 

1. Direct Lending 

(AID Loan 
funds) . 

Approximately $4.5 million of the proposed loan funds will be 
utilized for direct lending activities over the four-year period of 
1979-1983. Sub-loans will be made for industrial estates development 
and projects in the industrial and service sectors, and will finance 
equipment, construction and permanent working capital. Utilization of 
local construction services and resources will be encouraged as this will 
increase the project's impact on regional employment and income. 

1/ Informal sector includes cottage and service industries, i.e. 
handicrafts, workshop, appliance repair services, etc. 

~/ - More Developed Countries (MDC's) - Barbados and Guyana. 
Jamaica will be included only if IBRD funds are inadequate for 
the country's needs. 

Lesser Developed Countries (LDC's) - Antigud, Belize, Dominica, 
Grenada, Montserrat, St. Kitts/Nevis/Anguilla, St. Lucia, St. Vincent, 
British Virgin Islands, Cayman Islands and Turks and Caicos Islands. 



15 

Direct sub-loans utilizing AID funds will be made by the COB 
only if the loan term is in excess of three years and the value is 
over $100,000. This lower limit is currpntly under review by the COB 
and may be raised to $150,000 in 1979 prices. 

COB interest rates to the private sector for direct industrial 
lending (presently set at 10~%) will approximate commercial rates. 
The COB will continue its policy of lending to Governments for industrial 
estat~s at 4%. All COB direct lending whether to Governments or 
to privdle Industry will be denominated in U.S. dollars with the 
borrcwers thereby assuming the foreign exchange risk as well as the 
commercial risk. 

In consonance with the IBRD recommendations and CDR's stated 
intentions, the COB will endeavor to obtain the agreements of Governments 
to sharply reduce or eliminate the subsidies on industrial estates 
as soon as possible. The recommended minimum rental rate would be 
adeql.!"l.te to service the loan debt and maintenance cost. 

2. On-Lending Activities 

$3.9 million of AID loan funds have been allocated to on-lending 
specifically directed at providing foreign and local funds in support 
of the expansion of small and medium sized enterprises. Because of 
the small size of the economies and the concomitant dearth of 
profitable investment opportunities, eligible sub-projects under this 
program would include a wide variety of informal, small and medium 
manufacturing and service enterprises. These include manufacturing 
enterprises; commercial enterprises such as bakeries; 
construction and transportation services (huses, trucks, taxis); 
and other service industries such as vehicle repair shops, general 
repair shops, small scale tourism, etc. The required AID loan funds 
are estimated at $3.9 million for the period 1979-82. 

The project will utilize the Development Finance Corporatio~ (DFCs) 
and commercial institutions as financial intermediaries, but only 

one of these channels would be used in each country. Priority will be 
given to the DFe's where they have been determined by the COB to be 
technically and financially sound. A general criteria and evaluation 
check list for determining the acceptability of DFC's in the COB's on
lending program has been developecL (See Annex VIII-6).The COB will 
develop more detailed criteria against which to evaluate the eligibility 
of each prospective financial institution as a CP to disbursement of 
project funds. The DFC's will be required to accept the full 
commercial risk on loans made with COB/AID resources. Government 
guarantees will protect the COB against foreign exchange as well as 
commercial risks. 

DFC's determined to be eligible and electing to participate 
in the project will be permitted to borrow from the COB at 4% interest. 
The loan level will reflect realistic demand projections and an assess
ment of the DFC's ability to administer an expanded program. The OFC's 
will on-lend at non-prime commercial rates, presently 10-12%, rather 
than at the OFC's traditional 8%. 

To partially address the OFC problems identified above, the COB 
will provi1e the services of a development banking specialist who will 
work regionally out of COB headquarters. 
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Short-term technical assistance will also be provided as necessary. 
AID grant funds are already available for these purposes. The lack 
of trained hwnan resources to plan and implement sub-project.; is also 
a continuing problem, but is not seen as an insurmountable obst.=tcle. 

When the COB cannot determine that a DFC in a country is an 
,l.cccptable [j nancial intermediary, the COB 'Nill negotiate the 
establishment of an experimental on-lending program through one 'Jr 
more privute or Government conunercial banks, private DFC's, coor,erative 
bunks, or simildrly ljualified financial intermediaries. Under this 
proposed pilot program, the COB will lend directly to conunercial banks 
provided that they (a) demonstrate their ability and willingness to 
utilize tlH! funds in a manner consistent with project objectives, (b) 
are ;'inar:cially sound institutions, and (c) obtain a Government foreign 
exchdnge guarantee. It is antici~dted that the COB will make funds 
available at 4% and that Goverrment~ will recei\e a 1% fee for covering 
the foreign exchange risk. Banks are expected to on-lend at non-prime 
rates, presently in the 10-12% range. Though the average cost of commercial 
resources are lower than the anticipated 5% or 6% rate, three 
conunercial banks have indicated this spread is sufficient incentive for 
them to participate in the program. 

Both public (DPC's) and private institutions are expected to 
carry out financial rate of return calculations for all loans 
submitted for on-lending. All sub-projects must be financially viable 
without subsidy. Sub-loans will be made for permanent working capital 
as well as fixed assets of sDall and medium enterprises. 

Permanent working capital sub-loans will be restricted to those 
ertcrprises expanding their fixed assets (with or without the use of 
borrowed funds for this purpose) and to those enterprises requiring 
additional working capital to effect a major increase in equipment 
utilization (e.g. adopting a double shift or improving present usage.)~ 

Financial intennediaries will be pennitted to use up to 100% 
of COB funds to cover their contribution to eligible sub-projects ~/. 
However, the intennediaries contribution would not exceed 70% of the 
total cost of the project. (Consideration may be given to reducing 
this maximum percentage of the loan in the case of countries with 
excess liquidity in the banking system. 

~ 

]/-

In some cases short term financing (6 to 18 months) will be used 
for raw materials and spare ~arts imports to generate maximu~ 
emu~oYment with E:)listj,na equl.p'm~nt. 
C~ ~ current POllCY l.SJto reimburse DFe's for: 

(i) up to 90% in case of a sub-loan to a person whose net worth 
is below local currency $150,000 or 

(ii) up to 80% in case of a sub-loan to a person whose net worth 
is above local currency $150,000. 

In the MDC' s : 

(i) up to 80% in case of a sub-loan to a person whose net worth 
is below local currency $150,000 or 

(ii) up to 70% in case of a sub-loan whose net worth is more than 
local curr8ncy $150,000. 
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3. Technical Assistance 

The project provides for technical assistance in the following 
areas: 

:1 Development Banking Specialist and short term 
specialist to provide TA to the DFC's (financed 
under the previous E/I Grant) 

~ Small Business Advisor to be stationed w~thin each 
of the participating financial institutions 

Technical flsistance (long and short term) in export 
promotion, industrial estate management, small business, 
technical support 

Consulting Services to establish standards for 
industrial estates 

Consulting Services to design and provide quantity 
surveys for standard factory shells. 

The FY '78 Employment Investment Grant (IEP) project included 
funds for short term studies of the mechanisms needed to insure the 
provision of small business technical assi~tance on a continuing basis. 
The COB has determined that an outside study of this problem is not 
necessary and that the COB, with the addition of local Small Business 
Advisors (see below) and strengtheneu DFC's, can identify and administer 
toe needed technical assistance. The assistance needed to strengthen 
the DPC's will be provided through a development banking specialist 
(financed under the previous EIP grant) and short term assistance as 
n~eded. 

In addition, there continues to be a need for on-site and in
country technical assistance to potential investors in loan preparation 
and implementation. At the present time, neither the COB nor the 
financial institutions ara staffed to provide the required technical 
assistance, nor does the FY '78 Institutional Development Grant provide 
the funding required for this purpose. 

The technical assistance activities under this grant will thus 
be directed primarily at the user or potential user of the small 
industry credit funds in the LDC's. AID grant funds of $1.4 million are 
assigned to provide the technical assistance needed for project 
development and implementation. The bulk of these funds ($0.8 million) 
will be used to provide a Small Business Advisor (SBA) within each of 
the participating financial institutions. The assistance provided by 
the SBA will be augmented where possible with expertise to be tapped from 
the Peace Corps and the International ExecuLive Service Corp. (IESC), 
the latter for short term assignments. 

The remaining $600,000 of technical assistance funds will be 
utilized in areas of Specialized Technical Assistance directed at 
EKport promotion, industrial estate nanagement and snaIl lllsiness 
entrepreneurial support. The uses of technical assistance funds 
are explained in greater detail below. 

11 See Annexes 11-2 and VIII-8 for additional export promotion 
activities by other donors. 
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a. Small Business Advisor 

The small business advisors (SBA's) will be provided for a period 
of two years to each of the LOC's. AID grant funds will provide salary 
and personal benefits. All other support will be funded by the participatin 
institution and or the CDB. The SEA will have a local counterpart 
assigned to .. lOr).;. wi th him/her to maximize information transfer and assume 
the SnA's duties at the end of the contractual period. The SBA will 
be in contact and provide technical and administrative support to small 
business enterprises on a daily basis. He/she will also identify the need 
for and arrange for more specialized technical assistance via the COB. 
The SEA's may also assist wi.th training activities planned under ROO/C's 
Regional Development Training Project. The SBA may, using that project, 
for example, organize training seminars in the LDC's aimed at small 
business and those interested in special ~raining in areas such as 
rudimentary book-keeping, responsibilities of employers, basic 
principals of business organization, procurement, quality control, 
pricing, inventory management, and procedures for preparing investment 
projects and obtaining credit. Seminars of this type will be presented 
in each LDC territory where adequate interest is expressed. 

Additional support to the small business tec~illical assistance 
effort is to be provided by the existing program between the Peace 
Corps' and some of the countries of the region. With the support and 
coordination of the Governments, the con and PC, this program is to be 
expanded to include more of the participating countries in the loan 
program. PC has been providing assistance in the Caribbean host 
Government sponsored business development activities and projects 
for some 5-6 years. It is estimated that some 20-30 PCV's have served 
in small business assignments during this period. 

b. Other Technical Assistance 

The remaining $600,000 for Technical assistance will be directed 
toward programs to: 

assist small entrepreneurs with technical assistance 
(on a grant and reimbursable basis depending on 
criteria to be developed jointly in consultation with 
Government officials, local banks and the Caribbean 
Association of Industry and Commerce) in production. 

marketin~ export promotion,and management on an individual 
enterprise or group of common enterprises basis. 

provide consulting services and technical assistance 
for the industrial estates program. 

As sub-loans are identified by the financial institutions an evaluation 
is made as to the specific technical support required by the sub-borrower 
in production, marketing or nanagement areas. This evaluation could come 
from the SBA, the SILO, Peace Corps Volunteer or the financial 
institution~ reviewing officer. These TA needs are collected by the 
SBA who in turn requests the COB to contract to supply the personnel. 



A needed clement in the industrial estates program (IEP) is 19 
establishment of standards for estate buildings and leases. This 
technical assistance component will provide cQnsulting services 
to establish standards for location, site development, design and 
maintenance of new industrial estates. 

Minimum design standards for lot size, percentage of cover
age, ventilation as a percentage of floor area, number of sanitary 
units, lean-to design of sanitary facilities, building height, 
loading and unloading ramps or platforms, parking and other access 
will be established. Structural specifications must conform to 
insurability requirements. In some of the countries or in the 
region there may already be a comprehensive set of building 
standards that can be adapted or modified to fit the IEP. This 
will be determined before contracting for the consulting service~. 

Another objective of this component is the establishment of 
design standards for estate buildings. Standard designs for 
four or five standard sizes and configurations that meet the 
most common dc;.:3.nds for industrial space, plus quantity surveys 
of the material required for their construction, will be prepared. 
This would help to routinize bidder calculation and broaden the 
area of contractor competition, and so reduce construction costs. 
For such buildings, only footings and drainage schemes must be 
specially designed. 

It is tentatively recommended that standard buildings should 
be initially designed in four sizes of 6,000, 10,000, 20,000 and' 
perhaps 24,000 square feet. All should permit economical sub
division for multiple occupancy. A careful study of the cost, 
functional efficiency and durability of existing factory buildings 
throughout the· Caribbean, plus their insurance costs, is a 
prerequisite for the design and quantity survey work. 

B. LOAN APPHAISAL AND ADMINISTRATION Y 

1. Direct Lending 

The proposed COB direct lending program for both industry 
projects and industrial estates will operate within the present 
structure of the COB's project preparation, appraisal, and 
approval procedures with AID approving in adv~nce all sub-projects 
exceeding US$500,OOO. Thc project preparation and appraisal are 
performed by project teams with an appropriate mix of expertise 
and include analysis of technical (including environmental) , 
financial and economic feasibility of a project, and the projects 
organization and management. The work of the project committee 
is supervised by a division chief, in this case the chief of the 
industry division, and more generally by the Director of the 
Projects Department. Also, the Project Design and Analysis 
Division provides support in providing special technological 
information and appraising technical assistance components if 
required. A loan corrunittee compcsed of the Prosident and 
Division Chiefs monitor appraisal progress and reviews all project 
papers, which if found satisfactory, are presented to the Board 
of Directors for review. 

!/ Due to the cooperative effort of all wembers of the CDB 
and the representation of all countries on'its Board of 
Directors, no individual country lending levels have been 
established. Subproject submission will determine the 
flow of funds; however, due to the make up of CDB's Board 
each country is expected to participate. 
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Project implementation is the responsibility of a Project Manager 
within the appropriate technical division and supported by other 
technical divisions as required. For example, the General Counsel 
provides support in assuring that all conditions precedent are satisfied 
and the Treasurer disburses, acting in consultation with the project 
divisions. Project implementation reports are prepared on a quarterly 
basis and are reviewed by an Investment Committee composed of the 
President and Division Directors. 

2. OPC On-Lending 

The implementation of th8 on-lending program will also be the 
respcnsibility of the industry division, which w~th the assistance 
of c)nsulting services provided under AlDis Employment/Investment 
Grant will evaluate the capacity of the DFCls and the commercial 
banks to appraise and administer term loans. In the case of the ~FCIS 
the Industrial Division will evaluate (1) the capacity of each DFC 
to appraise anc administer loans and (2) the short and long term 
financial viability of the DFC, e.g. its ability to generate 
sufficient cash flow plus Government subsidy to assure maintenance of 
capable staff and service its debt obligations to the COB. Based upon 
this evaluation, the Industry Division will conclude whether or not 
to undertake operations with the DFC. If the conclusicn is positive, 
the con will present its evaluation to RDO/C and request ROO/Cis 
concurrence to pass loan funds through the subject DFC. RDO/C will 
review the evaluation and either concur or decline to declare the DFC 
eligible for AID funding depending on whether RDO/C can reasonably 
co·.clude that the medium term prospects for developing the DFC into 
J competent intermediary are good. 

Once a OFC is declared eligible, the COB Industry Division will 
un~ertake the responsibili.ty of approving all sub-projects over 
COB established review limits; monitoring the quality of the OFC 
appraisals and any agreed program of institutional improvement upon 
which eligibility might be conditioned. 

3. CC~~ercial Institution On-Lending - Experimental Program 

To commence this experimental program the COB 
industrial division will attempt to negotiate agreements for on
lending of funds through commercial institutio~s in at least three 
countries (probably Guyana, st. Lucia, and St. Kitts) after evaluating 
each institution IS (1) capacity to appraise the project (2) credi t 
worthiness and capacity to assume the commercial risk. Since 
commercial ba~ks have indicated their unwillingness to assume the 
exchange risk or pass th exchange risk to small borrowers, the COB 
will also have to negotiate the assumption of the exchange risk by 
the Governments of the countries. Once the evaluations are completed, 
but before finalization of negotiations, the COB will request ROO/CiS 
concurrence to the terms and conditions negotiated. ROO/C will approve 
the request based on its judgement as to the viability of the 
arrangements. 

Since commercial banks will be evaluated according to i:heir 
capacity to assume commercial risks, it is anticipated that they will 
have free limits up to $100,000 with the COB retainlng the right to 
comment prior to loan approval on environmental and other issues and 
to carry out post loan approval reviews to assure tha'; sub-loan 
criteria are being met. 

http:responsibili.ty
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4. TE'chnology Heview 

Under the FY 1978 Employment/Investment Grant, No. 538-0013, 
the CDB hus established a technological review responsibility in its 
Projects Nlalysis and Design Division. On request of the lending 
institutio:-,s or sub-borrowers and for all projects where the investment 
cost per job exceeds US $5,000.00, this division will review the 
technologies in the project designs with a view to suggesting lower 
cost or more appropriate technologies and equipment for both direct 
and on-lending programs. 

5. Eligibility Criteria 

To be eligible for financing under the loan program, investment 
projects must meet the following qualification tests: 

have a fixed investment/worker ratio of $10,000 or 
less in 1979 prices. This assumes that the capital 
has a uS2ful life of 15 years and that plant costs 
are included in fixed investment. A significant 
variation in the expected life of the physical assets 
would require a corresponding adjustment to the 
$10,000 investment/job cut-off level. Exceptions 
may be granted to this level where RDO/C is presented 
with evidence that the project has substantial indirect 
employment benefits, provides special fo:rward or 
backward linkages in support of industrial or agricultural 
development, or has a significant social impact on the 
poor majority. 

be financially viable as indicated by a minimum 12% 
rate of return on total investment (without subsidy) 
Exceptions may occasionally be permitted if CDB anL 
AID concur that the project yields overriding social 
or employment benefits. Commercial banks may be al'.owed 
a cut off level below which financial rates of return 
are not required. 

Industrial estates projects may be financed when 
satisfactory evidence of demand exists and when such 
projects are economically, technically and environmentally 
sound. Economic soundness analyses 'tiill take into 
account the effect of the project on national income 
and emplo2~ent and on the Governments' fiscal situation. 

http:5,000.00
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PART IV. PROJECT ANALYSES 

A. FINANCIAL ANALYSIS 

1. Demand For Credit 

a. Industrial Estates And COB Direct Lending 

Demand fc,r i.ndustrial estates financing by the CDb 'las recently 
been projected by consultants hired to evaluate the effectiveness of 
the AID/CDR industrial estate projects. After reviewing industrial 
plans, interviewing entrepreneurs, the consultants made two separate 
demand estimates. The first was b=sed on the increase in manufacturing 
employment projected in the national plans of Barbados, Dominica and 
St. Lucia plus approximations of such plans developed in consultation 
with the planning and ministerial officials of the remaining four 
countries visited. The second set of estimates is based on projections 
of the past rates of construction and use of industrial space, 
including the existing high rate of occupancy. These methods led to 
demand projections of $10.6 million a.Tld $5.6 million respectively. 
The COB itself has identified projects of $5.5 million. Approximately 
$3 million of the loan funds are allocated to meet this demand. 

As far as direct lending, the COB has identified projects 
totalling $2.2 million which it is consideri~g for financing under this 
progra.m. Further, the IBRD in its country by country analysis dated 
March 16, 1979, identified projects eligible for COB direct lending in 
the amount of $5.5 million. 'fhese projects are shown in Annex IV-4. 
Gi ven these estimates, we feel reasonably confident in concluding 
that $1.5 of AID funding allocated to direct lending is well within 
the funding requirements. This demand is sufficient to implement the 
project in a timely manner. 

b. On-Lending 

The COB has projected on-lending requirements 
of $7.7 for AID funding, whereas only $3.9 million of loan funds have been 
tentatively allocated for this purpose. Effective utilization of this 
reduced level of funding will be insured by efforts to strengthen the 
existing and creating new financial intermediaries for COB on-lending. 

With regard to the use of commercial banks, a pl:evious on-lending 
program of this type was effectively utilized in GUYill1a under a bilateral 
AID program. Conversations with private commercial banks and the Central 
Bank of Guyana indicate th~t up to $1.6 million can be utili~ed via 
commercial banks in that country. US.$2.3 million is tentatively 
allocated for on-lending via DFCs and ·pri vate banl J in the remaining 
countries. The Project Team feels that this is an appropriate level of 
support for this program. In the event that the utilization of funds under 
this progr~1 does not reach the projected level, lnused funds would be 
transferred to the direct lending program. 

2. Analysis of COB's Resource Requirements 

a. Soft Loan Requirements and Availabilities 

As of 12/31/78 the total funds available to the COB for relending wa~ 
$251 million of which $177 million was committed against specific sub-
loans for approved projects and projects in the appraisal stage. The 
uncommitted balance, $74 million, represents the total amount available to 
the COB at 12/31/78 for new lending. The following table shows a break-down 



of funds availabilities and commitments for the Bank's Ordinary 
Capital Resources (OCR) and each of the Bank's special funds. 

COB's FINANCIAL SITUATION AS OF DECEMBER 31, 1978 

Hard Funds 

1. Ordinary Capital Resources: 
- Member Subscriptions 
- World Bank Loan 
- Regional Bank Bonds 
- Bond Issue (Trinidad) 

2. Venezuela Trust Fund 

Total Hard F,mds (1&2) 

Soft Funds 

3. Special Funds Resources 

4. Special Development Fund 

Total Sof~ Funds (3&4) 

Total Funds 

Funds Uncommitted 
Available Commitments Balance 

70,155 
35,406 
20,000 

9,750 
5,000 

25,022 

95,178 

76,249 

79,962 

156,211 

251,389 

41,112 
34,072 
17,690 

350 

12,822 

53,934 

44,627 

78,812 

123,439 

177,373 

29,044 
1,334 
2,310 
6,831 
4,650 

~2 ,200 

41,244 

31,622 

1,150 

32,772 

74,016 
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With regard to its resource requirements, the COB, after 
allowing for slippage and inflation, has projected a lending program 
of $253.4 million for the period 1978 - 82, made up of $112.5 
of soft lending cn~ $140.9 of hard lending and a funding gap 
of $53.4 million. These projections allow for no increase in soft 
lending as compared to the 1975 - 77 average when measured in real 
terms after factoring out inflation and does not take into 2ccount 
the requirements for special new programs such as the COP. After 
accounting for firm and conditional pledges made to date, there 
remains a total resource gap of about $60 million of which $18 
million is for soft funds. We have discussed the proposed lending 
program with the IBRD personnel which have been assisting in 
Caribbean sub-projects identification and pre-appraisal. Based 
on these discussions the projected program is considered to be on 
the conservative side. Further, the total numbers do not take 
into account the fact that many of the resources available are 
programmed for specific uses and would not be available for the 
specific financing for which the proposed AID loan would be used. 
Taking these factors into account, RDO/C considers this COB request 
for financial dssistd!lce to De soundly Lased in terms of the COB's 
overall resource requirements and the specific needs for soft funds 
for this project. 

*Includes loans approved by COB Board of Directors and projects 
in the final stages of preparation for early Board approvals. 
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In analysing the amount of funds available to the COB fo~ the 
type of Industrial lending anticipated under the project, it is necessary 
to consider the OCR and each of the various special funds of the Bank 
separately. As discussion of each of these follows: 

The Ordina i Capital Resources 
are subscriptions, hard term loans from 
the Bank, Trinidad and a CDS RegionallbOnd-rsiue. 
These funds are used by the Bank to finance its "Ordinary Window" 
operations and loaned at interest rates of 8 - 10% to private sector 
borrowers. 

Because of the nature and objectives of the proposed 
industrial sector develop~ht program, the Bank's OCR funds could not 
be effectively used for this purpose. The project seeks to strengtt~n 
the credit systems of the region. It is thus anticipated that a maj or 
portion of the s ub-loan portfolio will involve two inBtitutior.~l 
mechanisms: First, the COB will lend to a selected public or 

private financial institution which will ~n turn lend to 
the final borrower. Second, the COB will lend directly to the public 
and private secto~for industrial development projects . In order to 
maintain a r easonab le interest rate to final borrowers and also allow 
s ufficient spread to the COB and the financial institutions for the 
administrati-.'e and risk costs of such a program it j cs necessary to 
begin with concessionary funds. The IBRD loan to th~ COB, for instance, 
is at 8~' terms, and if used to finance the proposed project , would 
result i n annual interest r~tes to final borrowers of up to 16~\ (8~% 
plus 3% to CDS plus 5% to lending institutions). This is considerably 
above th ~urrent average commercial rate in the region of 10 - 12 %. 
Also the 16~t r ate would likely reduce the financia l viability of many 
of the potential s ub-projects v/hich, although they may involve some risk, 
could produce the type of developmental impact sough~by the Employment/ 
Inves tment Promotion Project. The project as now formulated would 
permit on-lending rates of 10 to 12% which allows for sufficient spread 
to provide funds at approximately the current prime lending rates in the 
region . 

venezuela Trust Fund: 
arrangement by the COB. They 
could not be used effectively 
discussed above . 

These funds are administered on a trust 
are on the same terms as t he OCR and tt~~:::::::;~ 
for this p oject for the same reasons 

The Bank has established several 
specia l sub-project financing. In each 
case, these have been capitali by concessionary funds made available 
by the various donors under agreements which de fine and limit the COB's 
use of the funds. Three such special funds were financed in part by 
AID loans, i.e., the Housing Fund (FY 71), the Agricultural Fund (FY 76) 
and the Agribusiness Development Fund (FY 78). The Canadian Government 
has also contributed to the Agricultural Fund and Trinidad and Tobago 
financed the LDC Counterpart Contribution Fund. lOB in"1978 provided 
a global loan of $12 mil lion. The uncommitted balance of these funds, 
$32 million including the AID contributions, are restricted to nr nro
qrammed for uses other than the small industry development that the pro
posed AID/loan is designed to finance. 

http:n"Tiidaid.ad
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Special Development Fund (SDF): The Special Development 
Fund is almost totally cow~itted at present. CDB has conser
vatively projected a reqyirement for $50 million in new SDF re
sources for the 1979-82 period after taking into account other 
available special funds. Approximately $34 million in new re
sources has been tentatively pledged by the U.K. Canada, Venezuela, 
the Federal republic of Germany, and other donors. However, a 
short fall of $15 million remains. The proposed AID/loan would 
provide approximately half this amount. 

In addition to the proposed AID loan, the Bank is dis
cussing with the IBRD the possibility of a global loan of up to 
$30 million for late 1979. Some 5-7 million of these funds would 
be on soft terms and could further support industrial expansion in 
the Region, but are being programmed for soft loans for infra
strecture,e.g. power supply, water and sewage programs and roads. 

Based on the above, the Project committee concludes that 
the Bank could not undertake the proposed project using its other 
available resources, and that the resources of the proposed AID 
loan are needed to carry out this Employment/Investment Program 
in the eligible countries. 

b. Techni~al Assistance Requirements and Availabilities 

As of 04/30/79 the total grant funds committed or pledged 
to the CDB for technical assistance and related research activities 
was $9.4 million, including other donor pledges to the new Tech
nical Assistance Fund. Most of these funds have been pledged dur
ing the past year to meet technical assistance requirements of 
project preparation and implementation, sector planning, training 
and staff development over the next four years. The new technical 
assistance proposed under this project was not included in the 
requirements when they were compiled. The CDB plans to initiate 
a major technical assistance program for the benefit of borrowing 
member countries and sees such a program as critical to the de
velopment of the area. However, the recent reorganization of the 
CDB delayed implementation. This reorganization is now completed. 
The following table shows a breakdown of technical assistance 
funds pledge and committr.lents. 

~ECHNICAL ASSISTANCE FUNDS PLEDGED TO THE CDB as of April~L-l979 
(US$OOO) 

(1S$OOO's 
Contributors "r;rants Committed 

ACRICULTURAL FUND (AID) 242 240 

INTEGRAT.ED AGRICULTURAL DEVELOPMENT 
PROGRAM (AID) 400 

REG'L AGRI-BUSINESS DEVELOPM'T ~ID) 450 

PRE-INVEST~iliNT STUDIES (IDB) 1,000 

REGIONAL FOOD PLAN (UNDP) 2,000 

EMPLOYMENT/INVESTMENT PROMOT'N(AID)1,676 

TECHNICAL ASSISTANCE FUND (AID) 1,837 
TECHNICAL ASSISTANCE FUND (Others) 1,840 

TOTAL r,445 

331 

24 

88 

185 

868 

Uncommitted 
Balance 

2 

69 

426 

912 

1,815 

1,676 

1,837 
1,840 

8,517 
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The 1978 EMPlovrnent/Investment Promotion G~ant provides 
$174,000 for a smal industry assistance survey which has been delayed 
in implementation due to the COB's reorganization ~nd re-evaluation 

of T~ needs. M?st of this 1978 AID grant was, however, provided for 
applled approprlate technology research and the establishment of a 
technology information unit in the COB. 

As indicated by COB's President Demas in his statement 
to the Ninth Annual Meeting of the Board of Governors, the COB "has 
Qlready reorganized itself to take up the challenge arising from the 
lnticipated investment activity". One of the actions to be prepared 
is to "accelerate implementation of its new Technical Assistance 
~rogram for project preparation and implementation, for providing 
assistance in m~nagement to both the public and private sectors in 
borrowing countries and for providing Pools of Experts for the LDCs". 

3. Financial Viab}lity of Sub Projects 

1. Direct and On-lending to Small & Medium Business 

A loan convenant will require a rate of return analysis 
for each project. The eligibility criteria is that the financial 
rate of return for each sub-project be at least 12% or such other 
rate as economic conditions warrant. Exceptions to this rate of 
return convenant could be granted by RDO/C if the project would 
provide special benefits to AID's target group, to industrial 
development through linkages to agriculture or other local industry, 
or to regional industrial integration. Given the fact that commercial 
banks usually do not perform such rate of return analysis (and will 
assume the commercial risks of the loan) a cut off limit or other 
arrangement may be negotiated which would not require commercial banks 
to perform rate of return analyses for projects below a certain 
cost or for projects of a certain type. 

2. Industrial Estates 

The countries of the Caribbean are presently subsidizing 
occupants of the industrial estates through low rental rates. ~hese 
rates reflect the competition for investment among the islands and the 
commonly held belief that this type of subsidy is essentjal to attract 
industry. The conclusion of ROO/C, the COB and the consultants who 
evaluated the program is that such levels of subsidy are not warranted 
and that an economic rent should be charged. Therefore, the COB has 
agreed to encourage Governments to eliminate or sharply reduce the 
subsidies as soon as possible, seeking at least, a rental rate that would 
be adequate to service debt and provide adequate maintenance. 
Therefore, the COB has also agreed (to a covenant) to make every 
effort to harmonize industrial estatp. rental policy in the region and 
to move toward a lowering of subsidies. 
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4. On-Lending Rates 

a. Unless otherwise agreed, the COB will on-lend for 
industrial estates at 4%, to OFCs at 4%, directly to industry at 10~%, 
and to commercial banks at a rate of 4 - 6%, depending on the 
Government's commission for taking the exchange risk. 

h. OFCs will on-lend at rates approximately cor.unerical 
lending rates, 10% to 12~ depending on ihe.country. 

c. Commercial banks will on--lend at prime rates or higher 
depending on how they rate the clien~, the project, and collateral. 

5. Fin~ncial Plan 

a. Project Cost Estimates 

The summary project activities, level of effort and funding 
is estimated as follows: 

ILLUSTRATIVE SUURCE AND USE OF LOAN GRANT FUNDS 

(US$OOO) 

LOAN 

Direct Lendinc,; 

Industrial Estates 

Industrial Projects 

On-Lending 

DFCs & Commercial Banks 

Grant 3 
Small Business Advisors-I 

Technical Assistance!/ 

Total Project 

AID 

3,000 

1,500 

4,500 

3,900 

800 

600 

1,400 

9,800 

CDB~/ 

90 

45 

135 

235 

JOO 

40 

140 

OTHEK~/ 

600 

300 

900 

780 

370 

370 

510 2,050 

TOTAL 

3,690 

1,845 

5,535 

4,915 

340 

1,910 

12,3GO 

1:/ Includes Loan Administration at 3% for Direct and 6% for on-lending 
activities. TA support in the recruitment and backstopping of SBA's. 

~I Assumes 20% of loans by others for counterpart contributions. 

il Requires some 22 person years of support to the local financial 
institutions. 10% annual contingency and inflation factors have 
been included in the Technical Assistance Grant portion. See Annex VIII-l 

il Provides for some ?38 person-months of assistance. 



Forty-six percent of the project inputs will be channeled 
through financial intermediaries to entrepreneurs of the region. 
Based u~on an average sub-loan of $10,000 (see Annex 11-4 ) some 
500 sub-loans are expected to be developed. The COB's direct 
lending and industrial estate development activities are expected 
to provide funding for some 15 sub-projects averaging $30,000 each. 

This input/output relationships is further demonstrated by 
the following table: 

Costing of Project Out/Input 

(US$OOO's) 

Project Inputs Project outputs!! 

No. 1 No. 2 No. 3 No. 4 Total 

AID Loan Funds 3,000 5,400 8,400 

Grant Funds 400 1,000 1,400 

COB Expenses 50 90 280 90 510 

Governments & Sub-Borrowers 370 600 1,080 2,050 

TOTAL 820 3,690 6,760 1,090 12,360 

--

No. 1 The increase of viable and effective lending facilities by 
which the COB on-lends to small and medium industries. 

No. 2 

No. 3 
No. 4 

Financial support for the development of industrial 
estates. 

Sub-loans providing credits to small and medium industry. 
Strengthening of the entrepreneurial and managerial 

capacity in the region. 

28 
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B. ECONOMIC ANALYSIS 

1. Macroeconomic Policy Framework 

The COB-member countries participating in this project with 
the exceptions of the small Turks and Caicos and British Virgin 
Islands arp also members of the Caribbean Economic Community (CARICOM). 
CARICOM is a ~~gional association of states designed to foster general 
economic development, with a strong accent on the creation of employ
ment, and to reduce the region's external depandence. The process of 
harmcnizing trade and monetary arrangements has been at the heart of 
the integration efforts over the past decade. Under tl.9 CARIFTA 
Agreement (CARICOM's predecessor) in 1968, tariff and non-tariff 
barriers between member countries were reduced or rem8ved, and some 
tentative steps were taken towards fiscal harmonization. The CARICOM 
treaty of 1973 proposed the establishment of a single regional market 
with a common external tariff for imports from non-member countries 
and common policies for the economic development of the region, 
including cooperation in monetary policy, harmonization of industrial 
incentives and fiscal policies in general and regional planning for 
agricultural and industrial development. Agreements establishing 
the Common External Tariff (CET) and setting out harmonized fiscal 
incentives to industry were also signed in 1973; in the same year, 
a unified system of tax concessions on exports was set up. In 1978 
the CET was modified to rationalize rules determining whether goods 
are treated as being of CARICOM origin. 

Investment incentives offered within the CA~ICOM framework 
consist of fiscal incentives (profits tax holic~ys and tariff 
exemptions), intra-regional trade advantages and Caribbean Development 
Bank credit lines. In most cases investors in the LDCs are given 
more favorable treatment than those in Guyana, Jamaica, Trinidad and 
Tobago. Investors in Barbados benefit from an incentives regime that 
lies somewhere between that of the LDCs and the other MDCs. 

Although private investment, both local and foreign, is 
officially welcome in all CARICOM member countries, some countries 
are clearly more receptive than others. The distrust and hostility 
toward the private sector in several countries (e.g.Guyana and 
Jamaica), which established a very uncertain investment climate, seems 
to have abated somewhat in the past year. Foreign inv~stors are 
encouraged to seek local participation but this is not mandatory. 
There is no CARICOM policy on government participation in industry, 
yet there are partly, or wholly, state-owned industrial ventures in 
most member countries. 

A recent World Bank evaluation of the investment incentives 
in the region (requested by the CGCED) concluded that CARICOM's 
harmonized system of fiscal incentives provides a basically sound 
framework within which the various member countries can pursue their 
development objectives. The system's main weaknesses lie in the 
scope for over-protection of import-substitution industries (when 
appljed in conjunction with trade restrictions) and the lack of 
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incentives to non-traditional export industries. The Bank made six 
specific recommendations for improving the investment incentives. 
rour of the recommendations largely pertain to tax and tariff 
policies. Briefly these are: 

Tax holidays should be renewed only when enterprises fulfill 
employment targets or export much of their output. In the 
case of an exporting firm, tax relief should be proportional 
to the share of output exported. 

Tariff exemptions for non-export industries should be phased 
out to reduce the bias in favor of imported inputs and 
capital-intensive operations. 

New tax incentives should be established for firms which export 
at the margin. 

The regional value added definition for goods traded freely 
within CARICOM should be tightened. 

The two other recommendations are parti~ularly relevant to 
AID's program and are thus quoted here: 

Industrial estates have made an effective contribution to 
attracting new enterprises to the region. Given existing 
demand patterns, the COB might adopt a more flexible attitude 
towards advance construction (i.e. before a lessee has been 
found) of at least one factory shell at anyone time by those 
development authorities which want to do so. At the same 
time, the COB should encourage harmonized increases in rents 
in the LDCs to reduce the amount of subsidy currently 
involved. 

Development finance companies in the LDCs are in need of 
administrative strengthening and technical assistance for 
project appraisal purposes particularly. Despite higher 
interest rates charged, industrial borrowers prefer 
commercial bank loans, and orcs tend to get left with funding 
those projects which the commercial banks have refused. This, 
in turn, has led to a high proportion of interest and repay
ment arrears. It is reco~nended that the COB provide a new 
small-scale industrial lending facility (less than $100,000 
per project) through the orcs and possibly the local banks 
at near-commercial interest rates (with funds available from 
abroad at concessional interest rates, government and the 
CDB would jointly subsidize the extra cost of advisory work 
and servicing of loans). Drcs should also be allowed to make 
loans for working capital purposes. 

These IBRD conclusions are obviously supportive of AID's 
findings and programming in this sector. AID support for the IBRD 
recommendations can best be provided on the first four recommendations 
in the CGCED forum and on the latter two recommendations through thi~ 
project. 
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2. Credit for Small and Medium Sized Industry 

From an economic perspective, the proposed project attempts to 
stimulate viable income generating activities and to ensure that a 
high proportion of the income generated accures to relatively low 
income groups. To accomplish this, emphusis is placed on stimulating 
investment in small and medium sized businesses which studies by the 
World Dank and others have been shown to be labor intensive. 

Definition of s~all, medium and large enterprises vary 
considerably. A firm with 200 workers and $5 million in assets is 
certainly not "large" in the U.S. context, but it might be defined 
as "medium-sized" in Guyana or Barbados and "very large" in many of 
the LOCs. Other characteristics which might be taken into considera
tion include the technology utilized, the extent of diversification 
of outputs, the degree of specialization within the firm and the 
access to financial markets. 

Any criteria for eligibility in this project must reflect the 
fact that the objective is to extend credit to firms which do not 
presently have access to cOlrunercial credit on satisfactory terms and 
which will generate substantial employment and income benefits per 
dollar invested. Most but not all firms which fit this description 
are "small to medium sized". 

The Project Team has rejected, however, the notion of 
establishing project eligibility criteria based on enterprise size 
(e.g. sales, employment, capital stock) or on characteristics of .the 
entrepreneur (e.g. net worth). Such criteria might well lead to the 
rejection of some projects with high employment and income benefits 
and which would thus contribute significantly to the achievement of 
the project's purpose and goal. 

The Project Team has instead elected to utilize rate of return 
and capital-labor intensivity criteria. The required financial rate 
of return on all projects will be 12%. Economic analyses will be 
conducted only on larger projects (over US$lOO,OOO) financed directly 
by the COB. Requiring economic analysis on small projects handled 
by local financial intermediaries would require significant increases 
in staffing and lengthen the project appraisal process which in fact 
needs to be streamlined. Moreover, the COB's experience suggests 
that factor price distortions are such that a project with an 
acceptable financial return rarely fails to meet economic criteria. 

The capital-labor intensivity criteria to be utilized will 
be defined in terms of fixed investment per job created. This 
measurement can be considered a rough proxy for the capital/labor 
ratio. The upper limit on j. J2stment (in 1979 prices) per 
permanent job created will be U5$10,000. Permanent jobs are defined 
as those expected to continue throughout the life of the capital, 
which is assumed to be 15 years. The $10,000 limit may be adjusted 
to "15 year job equivalents" if the life of the capital varies from 
this norm. The $10,000 level might thus be better stated as $667 



of capital per worker per year. A project in which the capital 
lasts only 10 years should not require more than $7,300 per job 
created. The $10,000 level will be adjusted in current dollars 
to waintain its constant value. 

The $10,000 level is based on an analysis of current 
investment rates in the participating countries. That analysis, 
summarized in Annex V-I, uses national income data, gross national 
investment rates and labor force participation rates to estimate 
annual national investment per participat~nt in the labor force. 
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The resulting values range among participating countries from $233 in 
Grenada to over $900 in Barbados. As it would not be politically 
or administratively feasible for the COB to apply different 
standards to each of the participating countries, the weighted 
average has been used as a basis for a common criteria. The 
weighted average of current investment in 1977 prices is estimated 
to be $521 per worker, or, assuming a IS-year life of capital, 
$7,826 per job. In 1979 prices, these figures would be approximately 
$635 and $9,500 respectively. The ~O,OOO investment/permanent job 
criteria that the project has adopted is only slightly above the 
current mean. 

Judging from past experience*, the DFCs should have no 
dIfficulty staying within the $10,000 limit. Past performance suggests 
that the average level of investment/job will be approximately 
$5,700 in 1979 prices. If this average is maintained over the prolect 
period**, AID's $3.9 million with $0.8 million in counterpart con
tributions will result in the direct creation of about 840 permanent 
jobs. Assumtng a 10% annual inflation, the average investment cost 
per job will increase to about $7,700 in current 1982 prices, 

and lnClrect 1endlng over the 1979-82 perioo can be 
expected to produce about 720 permanent jobs. 

The COB's direct industrial lending financed under the project 
will be aimed at somewhat larger firms, but will utilize the same 
$10,000 ?er job criteria. Sub-projects financed under this component 
are expected to average about $7,000/job in 1979 prices. If this 
average is maintained over the life of the project, the $1.5 million 
of AID funds together with approximately $300,000 in counterpart funds is 
expected to generate approximately 260 new jobs for West Indian 
workers. Assuming the average cost/job raises by 10% annually, 
approximately 220 new jobs would be generated by 1982. 

These two programs of lending to productive enterprises are 
thus expected to directly generate from 940 to 1100 permanent jobs by 
1982. In addition, these project activities will generate a 

* p~ analysis of employment creation under the existing CDB/DFC 
Small Industry Credit Program is contined in Annex V-2. 

** By using the COB's Technology Information Unit, it may in fact, 
be possible to lower cost per job. 
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considerable amount of direct employment and income in the construc
tion industry and indirect employment and income in enterprises 
supplying raw materials and intermediate goods and providing 
transpor~ marketing, insurance and other services to project-financed 
activities. 

In addition to meeting the abovementioned tests which are 
d~signed to ensure a substantial employment and income benefit, the 
project will introduce a change in interest rate policy which will 
favorably impact on the allocation of project funds and on the 
viability of financial intermediaries. This change will occur in the 
rate the DFCs charge to their clients. 

Under past programs the DFCs borrowed from the COB at 4% and 
on-lent to their industrial clients at 8%. Th~ 8% rate is approximatel~ 
equal to the prime rate offered by commercial banks, but is not 3 

rate which covers the costs of lending to the DFCs'clientele of small, 
inexperienced businesspeople. The DFCs have thus been programmed 
to operate at a loss even when they have financed viable projects. 
Moreover, the availability of subsidized rates has encouraged the 
allocation of funds to politically favored clients. Removing the 
subsidy will eliminate this incentive and result in an allocation 
based on the project's merits. It will also contribute to the 
financial viability of the DFCs. 

Under the proposed program, the COB will require that project 
funds be on-lent at rates not less than commercial banks are charging 
for non-prime, industrial lending. At the present time, this rate is 
about 11-12%. 

3. Industrial Estates 

The economic benefits which will result from the planned 
AID/COB financed industrial estates promise to be considerable. 
Interviews with investors indicate that the availability of factory 
shells is often an important consideration in making an investment 
decision. This is particula~ly true of foreign investors who prefer 
to minimize their overseas fixed assets and local investors for whom 
no other space is available. 

In an effort to assess (and where possible quantify) the 
impact of the COB's industrial estate lending program on key economic 
variables, RDO/C recently co~~issioned an independent evaluation of 
projects financed under previous AID/COB programs and the demand for 
additional projects. Data were obtained on 8 industrial estates and 
26 manufacturing fi.rms. The result of this study, summarized in 
Annex V-3, show that industrial estates have had a substantial 
beneficial impact on output, employment and the balance of payments. 

The parameters established in the evaluation of past perfor
mance can be utilized to project the effects of the proposed program. 
Use of this methodogy suggests that the additional $3.0 million 
invesl~ent in industrial estates is likely to generate some $4.5 
million in private investment in machinery and equipment and $1.6 
million in inventories. Total fixed investment is thus expected to 
be about $7.5 million. If the $7,200 investment per worker rate is 
maintained, these investments can be expected to directly create 



34 

permanent employment for some 1,050 workers by 1982 or 1983. If 
the average increases by 10% annually, about 900 jobs will be 
generated during this period. The annual contribution to the region's 
GDP is expected to reach $6.5 million by 1983. Secondary or indirect 
employment and income effects will also be generated. The balance 
of payments will be favorable, and the fiscal effects, particularly 
if rental rates are raised, should be favorable as well. 

4. Conclusions 

The above analysis has indicated that the planned investment 
will generate about 1,850 permanent jobs and generate substantial 
amounts of increased income. As a result, the Project Team is 
satisfied that the benefits of this project wil.l substantially exceed 
the costs. 

It should be noted, moreover, that the analysis of employment 
has focused only on the direct, permanent increases in employment 
and income resulting from the initial use of AID's loan funds. 
During the disbursement period the project will also generate more 
than 1,000 man-years of employment in the construction, create a 
demand for (and employment and income in the production of) local 
raw materials, intermediate goods, services and public utilities, 
permit increased consumption levels by the families of newly 
employed workers, generate savings in firms and households which will 
lead to secondary rounds of investment, and result in other linkage 
and multiplier effects. Further, the investment which created these 
effects will be recouped by the financial interm€diaries and, because 
AID is not requiring immediate repayment, will be relent for similar 
purposes. The effects of the AID assistance on income, e~~loyment 
and other key variables will thus continue to increase after the 
initial disbursement period examined above. 
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C. INSTITUTIONAL ANALYSIS 

1. Caribbean Development Bank (COB) 

The COB as borrower and administering agency, will have 
primary responsibility for overall administration and coordination 
of the Employment/Investment Promotion Loan/Grant. The COB will 
coordinate the efforts of other local and regional institutions 
involved in the implementation of individual sub-projects. In 
addition, the COB will be responsible for coordinating technical 
assistance to participating institutions. As described in Annex VI-S 
the COB has had experience in similar activities considered 
necessary for implementation of this Loan/Grant. 

a. COB Background 

The COB, which is an associate institution of CARICOt1, was 
established in 1970 by 16 regional member countries and the UK and 
Canada. The United States is not a member of the Bank but has 
contributed a sum of US$70 million to the COB in the form of soft 
loans and grants. Venezuela and Colombia became I: . ..:::nbers of the 
Bank in 1963 and 1974, respectively. The Bank's Charter states 
that the mail! objective of the Bank is to contribute to th~ 
economic growth and development of its member countries in t~e 
Caribbean and to promote economic cooperation and integration 
within the Region. The Charter places emphasis on the Bank's role 
in meeting the needs of its LDC member countries. 

b. Organization (See Annex VI-I) 

The Board of Governors is the highest pOlicy-making body of 
COB and is constituted of representatives from each member country 
(except for Montserrat, British Virgin Islands, Cayman Islands and 
Turks anG Caicos Islands who collectively elect one governor). 
The Board of Governors meets annually. Voting power is roughly 
proportionate to shares subscribed with a slight weighting in 
favor of the LDCs. 

The Board of Directors is composed of 11 members appointed 
for renewable two-year periods. The non-regional members are 
represented by two of the 11 directors. The Board of Directors 
meets at least every two months and is responsible for general 
policy and the direction of Bank operations, approval of Bank 
administrative budget, and submission financial statements for 
Board of Governors' approval. All loans, grants, guarantees and 
other long-term investments by the COB require Board of Directors' 
approval. 

CDB formally put into effect on January 1, 1979 a reorgan
ization of their operations. The main features of the reorganiza
tion was integration of the former Project Divisions of Agriculture, 
Industry and Technical into a new Project Department and the 
renaming of other Divisions of the Bank as Departments. As a 
consequence of this reorganization some delays in project 
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implementation occurred. These start-up problems have been worked 
out and r.OB is once again progressing in all areas of project 
development ~nd implementation. The reorganization will in the 
long-term strengthen the Bank's capabilities in project implemen
tation by providing its project staff with autonomy from the Bank's 
administrative activities. It has also elevated the DFC 
responsibility to a distinct and separate function. 

c. CDB's Project Department 

The newly organ~zed Project Department will be implementating 
this project within the CDB organization. As reorganized the 
Project Department can immediately react to project implementation 
problems with various tectnical disciplines unhampered by the 
previous administrative organization of the CDB. 

The Project Department consists of four functional divisions 
and a loan supervision unit. These divisions are in the areas of 
Agriculture, Industry, Infrastructure, and Project Desigr. and 
Analysis. 

The following is a summary of redefinition of the functions 
and responsibilities of the Project Departn~nt: 

"Undertakes surveys, pre-appraisal and appraisal of 
projects in the areas of agriculture, infrastructure, 
manufacturing, housing, tourism and industry; supervjses 
the execution of project approved by the Bo?rd of 
Directors; servicing of the Loans COlluni ttee; loan 
negotiations with perspective borrowers; loan supervision 
and student loan scheme; identification and pla~ning of 
sector related technlcal assistance projects; monitoring 
of d2velopments in 'tarious sectors of economy and to 
carry out in coordination with the Economics and 
Programming D8partment sectoral studies and regional 
surveys; provides technological information". Source CDB 
Reorganization Summary, January, 1979. 

The Project Department consists of 53 professionals. Two 
of the four Divisions within the Projects Department will play 
a major role in project implementation. The Industry Division 
will have day to day functional and operational control of 
implementation and the Project Design and Analysis Division, 
responsible for the TIU, will provide evaluation support to 
identified sub-projects. 

The Industry Division is headed by a Deputy Director 
reporting directly to the Director of the Project Department. 
See Annex VJ-4 Two Assistant Directors reporting to the 
Deputy are responsible for 1) the DFCs and 2) industrial estates 
and direct lending activities. Elevation and recognition of the 
DFC monitoring function within the Bank's organization is in 



keeping with the new emphasis and commitment of the CDB to assist 
in maytng the DFe's functioning instruments of their on-lending 
progran.. The industrial estates and direct lending activities 
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are staffed and prepared to continue the on-going activities. The 
Industry Division is staffed with 10 professionals (Project 
Officers) all of whom are experienced in the activities and needs 
of small industry. These professionals are further supported by 
three ~rufession~ls in export promotion and marketins and a 
specialist in technical assistance. 

The CDB has recognized the difficiencies in its on-site 
support caused by its Barbados based professional staff. with the 
Grant assistance provided by this proj~ct the CDB will extend its 
on-site technical assistance and advisory services to the individ
ual countries. 

The Project Design and Analysis Division is responsible for 
the social, economic, environmental and technological analyses of 
all projects appraised by the CDB. It presently consists of a 
staff of 5 professionals. As a result of new emphasis reflected 
in the CDB reorganization this Division is expected to increase 
to 10. This Divisio~ will offer close support to the Industry 
Division because of its management of the Technology Research 
Fund and TIU. The TIU provides a broad resource base for project 
support. Recently the TIU plugged into the U.S. National 
Technology Information Service providing access to even greater 
resources. 

Based upon the above organization and the added grant 
technical assistance, the CDB will be equipped to implement the 
Industrial Lending Program contemplated under this project. 

d. Status of Prior AID Loans with the COB 

AID has provided six prior loans to the CDB totaling $66.9 
million. These loans are 66% committed 2nd 51% di.sbursed. The 
status of these loans as of 4/30/79 j ',; summarized belm.,,: 

Terminal 
Dat.e Disbursement 

Loan No. Executed Date Amount Commitments Disbursements -----

538-L-00l 12/ 70 6/30/77 10,000 10,000 10,000 

538-L-002 11/72 12/31/78 8,400.!/ 8,400 8,400 

538-L-003 5/73 12/31/79 12,000 12,000 5,788 

538-L-006 6/76 10/30/80 10,000 4,676 379 

(eon'd next 

1/ After deob1igation of $1.9 million for over estimated housing 
needs. 

page) 
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Terminal 
Date Disbursement 

Loan No. Executed Date Arnc,unt Commitments Disbursements ---
538-L-007 3/78 12/14/83 6,500 

538-008-11 
CDF 9/78 6/30/80 20,000 9,296 9,296 

.'6,900 44,372 33,863 

The first two AID loans to the COB are fully disbursed. In 
the past six months the rate of disbursement under the COB loans 
was slow, largely due to the reorganization within the COB and the 
lack of institutional capacity of its financial intermediaries. 
A large part of the COB's efforts continues to be directed at 
assisting the LDC's in improving DFC operations ~nd providing 
staff support to the development and implementing COB projects. 
The COB has demonstrated its capacity to analyze and implement 
sub-projects and some of the LDC institutions, in varying degrees 
have improved their effectiveness. 

Based on current projections of disbursements, the remaini.1g 
third of the earlier AID loans is expected to be fully disbursed 
by the current terminal disbursement date (TOO). The sluggishness 
of commitment of Loan 007 can be attributed to the lack of national 
institutions project identification and COB's apparent reluctance 
to actively seek out projects. The COB reorganization and 
increased emphasis on agro-business are helping to alleviate this 
limitation. The COB is presently exploring the possibility of 
utilization of PVO's and/or LAAD to identify additional sub
projects. Based upon recent intensive analysis by the COB and 
RDO/C of project activity, projects requiring some $4 to $5 million 
have been identified for possible financing under Loan 007. 
Additional promotional work and studies scheduled this fiscal year 
are expected to result in the full commitment of all of these loan 
funds by the second quarter of FY 80. See Annex 11-2 for 
udditional information on related AID projects and other donor 
activities. 

2. Institutional Financial Analysis 

a. The Caribbean Development Bank 

The authorized capital of the Bank expressed in current 
dollars is $231,618,816 comprising callable shares of $171,301,416 
and paid up shares of $60,317,400. The callable shares are subject 
to call as and when required by the Bank to meet obligations 
incurred in OCR operations. The paid up shares are payable by 
installment. The COB conducts two financial operations: ordinary 
capital operations (OCR) and special funds operations (SDF). The 
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latter, in fact consists of several separate funds. Each type of 
fund must be kept separate according to the Bank's Charter and is 
expected to generate sufficient income to cover administrative and 
operational costs. Total net income, from all funds, after deduct
ing the contribution to Special Reserve amounted to $4.2 million 
for the year ended December 31, 1978. The total resources of the 
Bank, including all funds, amounted to $259 million and consisted 
of share capital, reserves, borrowings and funds administered in 
trust. Total loan approvals were 180 million, of which $97 millior 
or 54% has been disbursed as of the end of the year. 

Looking at OCR operations as of December 31, 1977, the 
financial situation of the OCR was sound and solid. Total assets 
had reached 63.4 million. Its capital and reserves amounted to 
39.3 million and its borrowings totaled 18.6 million. The relatior 
of outstanding loans to total assets ($22.0 mi11ion/$63.4 million) 
is increasing, indicating improved capacity to place its resources 
in loans rather than having to invest them. Short term investment~ 
at 26.3 million (compared to outstanding loans of 22.0 ~~llion), 
although still high represents a significant improve~~~t over 
1977. The ratio of debt to capital and reserves was very low but 
will increase as a result of the utilization of borrowlngs already 
contracted. On its Ordinary Capital Resources operations, the 
CDB realized a net income of $1.7 million during 1978, compared 
with $2.3 million in 1977. Increased utilization of borrowed 
funds and exchange losses due to reserves held in Sterling account 
for this decrease in income. The combined gross financial income 
from loans and short-term investments of its OCR operations cover 
the financial and operational costs without depending on external 
contributions. Commission, guarantees and fees earned on loans 
made out of the OCR are transferred to a Special Reserve which is 
kept for meeting liabilities of the Bank. 

The CDB does not make a specific provision for possible 
loan losses, but it includes in its Capital and Reserves accounts 
an Ordinary Reserve, which on December 31, 1978, amounted to 
$6.5 million, compared with 4.3 million in 1977, to cover losses 
arising from loans and currency devaluations. 

As of December 31, 1978, the financial situation of SDF 
resources indicate a continuous growth. The percentage of loans 
to total assets has increased from 10.8% to 61.0% in 1978, indicat
ing an increasing ability for developing and carrying out credit 
operations. Net income earned during 1978 amounted to $1.5 
million, compared with $1.3 million in 1977. In 1978, Gross 
Income on loans and investments amounted to $2.9 million, compared 
to $2.5 million ir. ~977. Total assets of the Other Special Funds 
also shows a conti!.uous growth going from $1.5 million on December 
31, 1973, to $56.5 million on December 31, 1978. Average outstand
ing SDF's Loans as of DeCE!mber 31, 1978, amounted to a total of 
36.2 million. 



b. The DFCs 

The CDB has actively encouraged and assisted in the estab
lishment of national DFCs to help reduce ita admi.''''.istrative burden 
and make the various credit schemes responsive to local needs. 
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Over 40% of existing CDB loans are channelled through these 
financial intermediaries. The capacities of these institutions, 
however, v~ry considprably betw~en the LDes in terms of management, 
sta f f ing and financial dud physical resources. Post Development 
FiTl2nCe Corporations were handicapped from the very beginning by 
sev~re under capitalization, inadequate operating margins, and a 
lack of experienced technical personnel. 

The financial viabiltty of the DFCs is a serious issue;with the ex
ception or beliziP9s have nopbssibility bf reaching commercial viability 

in the near future. This is because for most DFCs thp vn]llmp of ooeratjnn~ 
is limited by island size to a level too low to cover operatlng 
costs. This financial situation has been exacerbated by on-lending 
rates that are below commercic 1 rates; and by exceedingly poor 
arrearage rates on collections of sub-loans. (See Annexs VI-7.8,9 
for a summary evaluation of each DFC and suggested solutions to 
achieve viability). There are possibilities, however, that ill additinn to 
Belize, three DFCs (Antigua, Dominica an-d St. Lucia) can be developed into 
effective credit channels for small and medium businpss nrnvinpn thpv 
charge rates approximate to commercial lending rates, improve ~oliections, 
and receive a guaranteed subsidy frG,,, their Governments. These shall be 
part of the financial criteria by which the CDB and AID shall assess 
the eligibility of DFCs to utilize AID funds. 

c. Commercial Banks 

The commercial banks present n0 issue of commercial viability 
since a criteria for their participat.ion will be a financial anal
ysis showing their ability to cover ~ommercial risks for the amount 
of credit to be made available. Each of the MDCs and LDCs has at 
least two, and as many as six, branch banks of foreign-owned 
commercial banks such as Bank of America, First National City Bank 
of New York, Barclays Bank International Ltd., Royal Bank of 
Canada, and Bank of Nova scotia. Most of the LDCs have a 
Government Savings Bank, Commercial Bank and a Cooperative Bank. 
(See Annex VI-IO for a complete listing). 
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d. On-lending Institutional Status 

The following is a survey of the financial insti
tutions and their prospect for participating in this project: 

country 

Antigua 

Barbados 

Belize 

BV, Cayman an 
Turks & Caicos 
Islands 

Dominica 

Grenada 

Guyana 

St. Kitts/ 
Nevis/Anguilla 

St. Lucia 

St. Vincent 

OFC 

improving through COB's 
T.A. efforts, expected to 
participate 

OFC is operational and 
v:.able 

OFC responding to COB T.A. 
support, expected to 
participate 

Commercial Bank 

commercial banks 
have indicated an 
interest. 

Barclay's or Royal 
Bank have expressed 
interest. 

The OFC is not effective. No decision has been 
made however, Grenada could utilize commercial 
banks such as Barclay's, Royal Bank or co-operativp 
bank. 

The Central Bank and 
commercial banks have 
shown interest in par
ticipating in the 
commerical program. 

probably will utilize 
national commercial bank. 

No decision, DFC is a possibility if proposed 
merger is successful. Both the government and 
commercial banks interested in experimental program. 

No decision, management difficulties within the 
DFC suggest using the experimental commercial 
bankina channpl-
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D. SOCIAL ANALYSIS 

1. Social Organization - An Overview 

The countries constituting the Commonwealth Caribbean are 
experiencing a state of rapid social change. Today's conditions 
reflect a blend of a fading colonial plantation system and an 
emerging society which increasingly is being drawn into the modern 
world economy. This emergence expresses itself in all levels of 
society from the fQmily to the nation. The manner in which social 
classes relate to each other reflects best the full significance 
of Caribbean social development. Although their economic control 
in all sectors is still significant, the power of the European 
planter class in the Caribbean social order has declined. In 
addition, there has been an upward advancement of non-white 
professionals, businessmen, and politicians resulting in an expansiol 
of the middle class. 

Ethnically, Caribbean society reflects a complex patterning 
of parallel social hierarchies of African, Asian, and European 
herjtage, each with their own upper, middle, and lower class. 
The bulk of the Caribbean population, however, is still composed 
of a large segment (50% of the total population) of native small 
"peasant" farmers, landless agrarian laborers, urban workers, and 
the unemployed. In comparison to the expanding middle class and 
existing upper class, these groups are characterized by low per 
capita incomes, poor health, inadequate housing, and high rates 
of unemployment and underemployment. Of these restraints to 
development, the lack of job-opportunities for these groups 
constitutes the region's major social problem. 

2. Project Beneficiaries 

Although all levels of Caribbean society stand to benefit 
from the Employment/Investment Promotion Loan and Grant, two special 
target groups can be identified: emerging entrepreneurs, and the 
laboring class, especially recent migrants to urban areas. Given 
possible differences in interests and values of these two socio
economic groups, planning and implementation of the project will 
proceed with a sensitivity as to how the two groups relate to each 
other and to regional Caribbean development. Characteristics of 
these beneficiaries are significantlv varied and as SUC}I, will 
reflect different inputs to the project. 

Given the wide range of small to medium industrial 
enterprises conceivably eligible for support, it is difficult to 
generalize about the characteristics of potential small scale 
entrepreneurs. In general, however, it is anticipated that they 
will be drawn from all ethnic groups of the Caribbean with a 
disproportinate percentage being from the emerging non-white middle 
class and the less affluent West Indian population. These various 
ethnic-racial groups share relatively high levels of "scholastic" 
education aggressi veness in terms of upward mobility, and an 
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attraction to the consumer benefits of a western-oriented economy. 
The constraints to their development have been the lack of 
management skills, business training, and access to credit facilities. 

On the other hand, the majority of laborers will be lower 
'~lass West Indians of African descent. Although reflecting signi
'icant reqional variation, the rates of unemployment among this 
,roup, especially young adults (l4 - 24 years of age), are extremely 
jligh. This is particularly true in the LDCs where in addition to 
unemployment the lower class is characterized by high birth rates, 
high morbidity and mortality, inadequate nutrition and subst~ndard 
housing. Although an estimated 90 percent of the laborers have 
completed primary school, many have regressed into functional 
illiteracy through lack of continued exposure. In addition, a gap 
exists between educational preparation and the realities of 
employm~nt opportunities which are often extremely limited. An 
aversion to rural life and low agricultural pay has stimulated 
migratory flows from rural to urban areas and to overseas. 

3. Constraints - Real and Potential 

The region's major constraints to development are the 
existing political environment, inter-island isolation, and localism. 
The isolation and geographic smallness of many LDCs foster patterns 
of local elite possessiveness, inter-island hostility, and powerful 
localist prejudice. As the failure of the Federation, demonstrates 
political cooperation between leaders of the v3rious countries has 
not always been successful. Political actions are frequently based 
on short-run and locally oriented goals which are often counter
productive to development. Moreover, competition between islands is 
affected by a relatively high degree of similarity in human and 
natura' resources. 

Entrepreneurs - Motivation and aggressiveness among small 
entrepreneurs pose fewer problems than the lack of operating capital 
and inexperience in small business management. Businessmen - as 
all West Indians - are often caught in a web of kinship obligations 
which may place ctemands on reinvestment capital and pressure them 
into nepotism thus hampering wise hiring practices. Moreover, it is 
common that existil1g financial institutions are hesitant in 
providing investment capital due to the absence of collateral 
and/or demonstrated experience in the venture to be undertaken. 
In constrast to these constraints, businessmen are often familiar 
with the work styles of industrial economies and with the difficulties 
in work scheduling and daily operational tasks. 

Laborers - The effective integration of rural populations 
into industrially related activities must proceed with the 
realization that such workers are largely inexperienced in the 
daily routines of urban-industrial ~ife. The year-round 40 hour 
week, with its five day intensity and shift patterns will require 
new adaptations and habits. f~imilarly, tne required social 
transition from the small, intimate, circle of kin to the demands 
of an impersonal, regulated lifestyle will require some adjustment. 
Family pressures will remain intense and management must be sensitive 
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to such obligations facing workers. Inexperience in industrial work, 
shift operations and the new orientation required of labore[9 can be 
surmounted as productivity progresses. Given real incentives::..1.o regular 
work habi ts (i. e. decent pay, regular advanceml~nt, employment benefits) I 

other potential restraints should be no more than minor obstacles. 
Given a lack of empirical knowledge about small enterprises, 
entrepreneurs, and the attributes of workers, the development of 
regional small and medium scale industrialization will require 
knowledge of credit needs, enterprise-s?ecific problems, employment 
incentives, selective employment, etc. Throughout all stages of 
industrial development, it will be necessary that the project be 
aware of and responsive of these factors: 

(a) Active commercial bank involvement in local small and 
medium industrial development; 

(b) Increased responsiveness to the financial needs of local 
industrial development by the DFCs on selected financial 
institutions; 

(c) Small business advisory services related to appropriate 
regional industrial development; 

(d) Increased responsi v;::;,·::;~,; 'Co local industrial development 
by the CDB; and 

(e) Increased annual commitment of new lending resources for 
small and medium enterprises. 

4. Role of Women 

Labor force participation among females in the region are much 
lower than for working ages males (the ratio of males employed in 
1970 was 2.6 times greater than females) (see Annex VII-2). Reasons 
for the low female participation are directly related to the family 
pattern of early teenage pregnancy and marriage. Mor€;ver, women 
working in urban establishments and as domestics have continuously 
received low wages. They remain poorly represented in managerial 
posi tions, white collar jobs, public service, d!~d the teaching 
profession. Modernizing influences, however, ~re beginning to redefine 
the womem's role in Caribbean Society. Women are especially important 
to the employment generation program since they tend to define their 
children's future educational and career goals. The project will 
support the expansion of employment opportunities of women. As has 
been proven in the region's enclave industries, women are particularly 
adept in refined assembly line work (e.g. food processing, electronics, 
packing, garment works). Among the 26 firms in the industrial estates 
recently studied by Clapp and Mayme, eleven are sewing operations and 
five are electronic assembly, both of which employ women almost 
exclusively as production workers and supervisors. It is expected 
that women will continue to be employed in the newly created industrial 
firms at both supervisory and worker levels. 

y and 
These incentives in the region are real! posi ti ve due to the 
strength and tradition of organized labor throughout the 
region. This will also be evaluated during annual reviews. 



PART V. IMPLEMENTATIn~ PLAN 

A. SCH}:;uiJI.E OF MAJOR r:Vr.:NTS 

DATE ACTION RESPONSIBLE 

June '79 

June ' 79 

June ' 79 

Aug. '79 

Sept. '79 

l. Loan Authorization 

2. COB Board Approval 
of project 

3. Execution of Loan 
Agreement 

4. Financial Institutio!1 
Selection Criteria, 
prepared and approved 

5. Implementation 
Activities begin 

June '79 6. Sub-project identi-' 
Continuous on- fication 
qoinq 

June '79 
Continuous 
on-going 

July-Aug-

7. Pre-investment 
Studies 

8. Sub-project tech
nical assistance to 
small and medium 
enterprises 

PARTY 

RDO/C 

COB 

RDO/C and 
COB 

RDO/C and 
COB 

COB 

COB aria 
DFCs 

COB 

COB and 
Financial 
Institutions 
as qualified 
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NOTES ON IMPLEMENTATION 

Board Meeting June 21, 1979, 

Loan/Grant signed in Bridge
town. 

COB will prepare selection 
criteria based on that de,Tel
oped in the PP and submit 
for RDO/C approval, 

COB will conduct discussion 
with the Development Finance 
Corporations, government 
institutions and commercial 
banks on the Employment/ 
Investment Promotion Project 
stressing the Sub-project and 
institutional criteria. 
Begin recruitment of Small 
Business Advisors. 
Loan applications, project 
identification teams, Indus
trial Estates Development. 

Where specialized expertise 
is required for larger 
studies, COB will contract 
under Technical Assistance 
Funds, i.e Instutional 
Development or TRF. Smaller 
studies will be performed by 
COB staff. 

Where practicable, usually 
for smaller enterprises, 
COB's Industrial staff will 
provide technical assisLance 
services. For continuous 
on-going T.A. 
S.B.A. hired and on-site. 
Other T.A. to be funded as in 
7. above. 



Dec '80 9. Annual Evaluation 

B. DISBURSEMENT PROCEDURES 

COB and 
RDO/C 
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COB develops from semi
annual reports a scope of 
work for the annual evalua
tion,if feasible, contracts 
with appropriate institutio 
to have it completed. 

Disbursement proce~Lres will be handled in the same manner as 
prior Loans and Grants to th CDB~ 

1. Local Currency - Disbursement for local currency expenditures 
will be made under direct reimbursement authorizations (DRA). A DRA will be 
established for the projected local currency disbursements for enterprise 
credit, technical assistance and equity investment in enterprises. The CDB 
will submit requests for reimbursement on at least a quarterly basis with 
supporting documentation to be prescribed in implementation letters. Under 
each ORA, the CDB may request an advance of funds based on the estimated 
disbursement for a three-month period. 

2. Foreign Exchange - Disbursements for foreign exchange 
expenditures will be made under the letter of commitment/letter of credit 
procedure for all individual procurements of goods o~ services which exceed 
$15,000. Disbursements for individual off-shore procurements for less than 
this amount may be made through the ORA procedure described above. 

3. Other - Disbursements of the Bank may also be made through 
such means as CDB and AID may agree in writing~ 

C. PROCUREMENT PROCEDURES - COB Procurement Procedures will be 
utilized to the extent they do not conflict with AID statuatory restrictions. 

Goods and services financed under the project will have their 
source and origins in countries included in code 941 for the loan and code 
000 for the Grant of the AID Geographic Code Book or in the country in which 
the sub-project is located. Procurement in the country in which the sub
p~oject occurs shall be defined as local procurement. 

As with prior AID loans to the COB, COB will seek to negotiate 
mutual untying agreement with other donors for current replenishments to 
the CDB. 

D. SUB-PROJECT DEVELOPMENT, IMPLEMENTATION AND MONITORING. 
CDB 

The ~evelopment and analysis of project is performed by ad 
hoc multi-disciplinary teams with an ~~propriate mix of expertise. CDB's 
apprdisal techniques include analysis of the technical, financial and 
eCG~omic feasibility of a project, its organization and management, services 
that can be provided by supporting organizations, soundness of relevant 
marketing and legal arrangements and rate of return as compared with alter
native project. See annex VI - 4 

Project implementation is the responsibility of u project 
manager within the industrial division assisted by the va_ious support 
division and other technical divisions as needed. CDB project implementa
tion reports are prepared Qn a quarterly basis and submitten to RDO/C on 
a semi-annual basis. 
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Based on AID's prior experience in reviewing COB projects, it 
is concluded that the COB has the necessary expertise and capability to 
administer the proposed program. This would include, where appropriate, 
the ability to contract for and administer services of consultants to 
perform specialized analyses or to provide technical assistance to sub
borrowers which the Bank may not be equipped to undertake. 

RDO/C 

Because of the intermediate credit institution nature of the 
project, RDO/C's role in the administration of the project will premarily 
involve the approval of plans, programs, sub-projects of more than 
$500,000 and the evaluation of the overall program. 

E. ENVIRONMENTAL IMPACT 

A Negative Determination has been recommended in the initial 
Environmental Examination (see Annex I~4.)Thc factors leading to this 
recommendation are the relative small size of the sub-projects, the 
requireme~t of sound technical design and COB's previous experience and 
analysis of similar sub-projects. 

The CDn and ICI's will review the small business and indus
trial activity considered and supported by this loan to ensure that they 
will have no environmentally hazardous effects. Each sub-project propOs
al in excess of $lOO,OOL will be analyzed by the COB as a part of the 
feasibility study for any special requirements regarding its potential 
impact on the environment. 

F. REPORTS 

Reports will be submitted to RDO/C on a semi-annual basis. 
The first report will be submitted six (6) months after conditions pre
cedent are met. 

The semi-annual reports by the COB will be consistant with 
those provided under Loan 001, and will consist of the following basic 
information and may be expanded to provide clarification: 

- Project supervisions report 

- Tabulation of sub-loans approved 

- Sub-project description 

- Loan Funds 

- Jobs created 
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- Implementation status 

- Problems 

- Summary progress report by country of sub-loans 

- Reports of the Small Business Advisor. 

~. EVALUATION 

The project impact on the region will be jointly evaluated by 
AID and the COB on an annual basis during the project's four year life in 
coordination with the activities and evaluation of the 1978 Employment/ 
Investment Promotlon Grant. The first evaluation will be performed one 
year after the mceLing of the conditions precedent. Although all of the 
evaluations will examine the appropriateness and effectiveness of the 
project relative to project objectives, the first evaluation will focus 
on the adminisr:ative aspects of the program (organization, disbursements 
and technical assistance achievements) to permit early identification and 
resolution of allY implementation problems. 

As of the second evaluation technical assistance support will 
have generated sufficiant information to begin evaluation of the project 
outputs and purpose achievement. The second evaluation will be based on 
the following: 

Target Levels 

Sub-project benefits, in terms of income and employment, 
will be provided by the analyses which the COB and financial intermedia
ries will prepare for each sub-project. 

Progress Data 

As part of the annual review a representative sample of sub
projects financed with loan funds will be surveyed to determine estimated 
target group impact. This will be compared to the projections of the pro
ject analyses contained in the COB project appraisals. Lvaluation data 
to be collected on each project selected for examination include: 

- The efficacy of COB/Financial Institution's effort under the 
project; 

- Status of Industrial Estate subsidy re-evaluation; 

- Change in the the on-lending institutions organization and 
procedures, mechanisms of on-lending, identification of 
bottlenecks, revision and suggested implementation of the 
operational changes; 
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- Adequacy of the sub-project to effectively expand 
the use v[ regional resources; 

- The problems or efficiencies generated by the Small 
Business Information Advisor; 

- Success in implementing sub-projects as scheduled; 

- Competence and effectiveness 0: management and 
technical personnel provided; 

- Success intransferring technical and management 
skills to the region. 

The third or end of project evaluation requires con
sideration of factors which are both quantative and qualitative: 

- the plans for expansion~of the Industrial Develop
ment activities; 

- the adequacy of financial institutional arrangements; 

- the status of implementation of the various recommended 
improvements to the on-lending programs of the region. 
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CARIBBEAN DEVELOPMENT BANK 
P.O. nclX .wI! Wildey 
St .. '\Jirhacl n.adrddos W.I. 
Tl'Iephone: 611 S2 Cable Address: "Caribank," Telex WB 287 

Mr. Wil I iam Wheeler, 
USAID Representacive, 
USAID Regional Development 
Trident House, 
Broad St. , 

Off i ce/Ca r i bbea' 

30th Hay, 1975 

DU::: OAT:: ... 

I,CT::-;'l 7:.:~:·! 

II.AY 3 

BRI DGETmlN 
.. ~, r: . . ~-?":' . . ?f! ...... . 

~/JO! 
D/.r: ., ~~. ";p' ..... . 
SIGNATU .• ...:...-:.-r.~ Dear Mr. Wheeler, 

As you k~ow, my staff and yours have been carrying 
out detai led discussions on an Employment Invest~ent 

Promotion PrograflYrle for the Region. This letter is to 
formally request a grant of US$I,400,OOO and a loan of 
US$8,40n,ooO to support the establ i~hment of the Programme 
in the Bank. 

The Programme is designed to increase inve~tment, 

employment and output of the industrial and infrastructure 
sectors of the economies of the countries of the Engl ish
~peaking Caribbean. 

We look forward to a favourable reply and to a 
successful establishment of the Programme. 

Yours sincerely, 

p.A--c-_{~.j)_/_1------__ ' -
Will i '3m G. -Dema s 

Presidpnt 

I GI~ ""'-



Annex 1 - 2 
Page ] or 10 

STbTUTORY CHE(KL1ST 

A. ~E"'ERAL fRlTEltlA FOR PROJECT 

1. 

2. 

3 . 

, . 

5. 

~7~~.....:..... A£!........U'ln!.!..rI!.~EE-dj_~, Sec. 
b~l..J'!!') i.. Sec ._~)4..!.._ 
(lI) DeHrib~ h o .... Commiltfops on 
Approprjatjons of Sen:! t !! and lIouse 
hav£; "fof'n or 10';11 b~ notified con
cenling t hp lll' llject; (b) is as~ist {lncr 
Io'i thin (OperaUnnal Year Blidset) 

The project was included in 
AID's FY 1979 congresional 
presentation. Advi ce of 
p r ogr am change s ubmitted on 
June 6 . 1979 . 

, 
counl!"y or intcrnlltionfll orfillli:ation 
;\110c3 bion reported t o Congress (or not 
mor£' t1111n S1 mil l ion o .... er that fiplre)? 

FAA Sec. bll (a)j .. H. trior t o oh l iJ;a 
!.ion in e>lccss of $] 00,000 , 10'1 11 [)lI'rl' be
(a) ;::'ll ~:!.n ,~ ltrins, fjnancial, nnd olhe r 
pl;U1S n c c{:!;!:.'lry 10 (· .. rry out tlH: ~H; ~'!.st

"nee .. nd (b) :! Teasonahly fi nil C~I im.1t e 
o!' the (, Ol" t 1.0 Ih" U. S. of th(' .'I:<si~tiln('c? 

FA.:" S., (' . i,l! (a\ (;?). 1i further 
"' -J,'gif'l;:;ti\" "e-rion if' It' p,lllr .. d lo,i1.h in 

u,cipi ent ('ol.lnl l·Y. \,:hal is ba~is ior 
rc;::sonable ex!wctation th"t s u ch action 
10'111 hc ('ompl'~ If'd in t ime to pennit 
o rde.ly ac compl i shlUc nt of purpo!:E! of 
the a~"i5-t.:tncc? 

fAA Sec .. ol..LJ.hl.; F1' 79 Anp . Sec. 101. 

If for ...... "ter or 1.·i1 1 2r- l·e )"I~d lana 'L'!,('lllrcl'!: 
('onstructioll, h.'l~ Ploj~cl met Ihe s tanoards 
ilno cria' ria :!s pi- ' the Principles :md SI .1nd
a r ds for tlnnning \"al.er and Related l.and 
Resources dated Octoher 25. 19 73? 

fAA Sec.. 611 U:l..:.. If projec t is capi tal 
<!."sj"t.Jnc~ (e.g . , cor.st rll c t {on) . ana all 
U .. S. <'lssisr;mc(' for i t \dll e)lceeo Sl million, 
hilS Mission I'i ,'<!clor c('rtified a nd Rcgional 
Assistancc Administrator taken into con~idera-
tion the countT)"s capability effective to 
main - in and utjlize the project? 

Vos 

N.A 

N.A 

N.A 

2 



6. 

7. 

B. 

• 

~~_Sf'C. 209. I s JHOjl!'c t !,u!'-t:eplible o f 
1!)l I' r.ution ill' part of regional or mu lr ilall:ra l 
I' reject? If 60 why is projl!'c t not so 
eM-tuled? In f orrna lj on and conclusion ...,hether 
:. ~!)j 1" anee 1 • .'111 r:ncOurage rt: gi onal development 
programs. 

FAA Sec. 001 (a). In!orm~tion a nd 
conchl s ions uhether project .... ill 
l:n coura~~, efforts of the cOl;nt ry 
( 0: (a V.) ncTC<l SI.> the flow of ioter
oiltiooa", trilde : (b) fost~r pri vate 
ini ti.nivf' and r.olllpet1tion; (c) 
encourage development an ll use of 
coopf:ratives, cl'"(:dit unions , and !'il"ings 
knd l~an as!'oications; (d) discourage 
mrmopolistic practies; (d) improve 
t('cimieal effici~ncy of industry, 
agri cultu.c 'Ind cOlfllTlerce; and (f) 
Sl rengthen free labor unions. 

fAA S~C . 601 (b). Information and 
conclusion on ho\.· proj(!et will 
('Ilcourage U.S . private trane and 
inv(;stment abroad and ~ncourage private 
U.S.pkrticipation in foreign assista n ce 
progrnms (including Il se of private 
t rade channels and the '!:ervi ces of U.S . 
pri vate enler u risc). 

J 
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This is a Regional project. 

• The Project contains credit 
and technical a88 i~ tance progra~R 

for the private sect or; theywlll 
increase the flow of international 
trade. foster private init~8tive. 
and improve technical efficiency 
of industry and commerce. 

U.S. private enterprise will be 
utilized t o provide t echnical 
assistance to the project. 



8 . 

1 Cr:l reria 

a. FAA Sec. ] 02 111 113; 281 a. 

Extent to which activity will (a) effectively 
i nvoJve the poor in development, by extending 
iH.cess tD econom);' at local level, increasing 
labor-intensive PToduction and the use of 
Clppropriate technology, spreading investulent 
out fr-om cities to small towns and rural areas, 
and insuring wid e participation of the poor 
in the beneH ts of development on a sustained 
basis. using the appropriate U. S. i .nsti rut:l ons i 
(b) help develop coope ratives. especially by 
leehnical assistance, to assist rural and urban 
poor to help themselves t[)1.·ard better life, 
and otherwise encourage democratic private 
and local governmental institutions; (c) 
support the seH-hf!lp efforts of developing 
countries ; (d) promote the participation of 
women in the national economies of developing 
cou tries and the impro\'elnent of wOlllen' s 
stacus ; and (e) utilize and encourage reeional 
(;ooperatjon by developing countries? 

b. FAA Sec. 103, 103A, lOt., 105, 106, 107. 

Is assistance heing made available: (include 
only applicable paragraph which corresponds 
to source of funds used. If more than one 
fund source is used for project, include 
relevant paragraph for each fund source.) 

(1) (103) for agriculture, TursI development 
or nutrition; if so, extent to which activity 
is specifically designed to increase PT,oductivit 
and income of rural poor; (103A) is for agricul 
tural research, is full account taken of needs 
of small farmers; 

(2) (lOt.) for population planning under sec. 
lOt. "(b) or health Wider sec. lOt. (e); if so, 
extent to wnich activity emphasizes low-cost 
integrated delivery systems for health. 
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The Project will stimulate labor 
intensive production and invest
ment in rural and urban areas 
through its credit programs to 
business enterprises, 

The project promotes se l f-help 
measures by strengthening the 
publ ic and private industrial 
sectors in each participating 
country. 

4 

Women are an integral part of 
the project that they are eligible 
to receive the credits and tech
nical assistance this project 
provides. 

As a regional project the project 
promotes regional cooperation. 



9. rAA Sec. 612 (b) Sec . 636 (h). 

10. 

II. 

12. 

DCl>cribe sleps tllKen to l'I C;ure that, 
to the maximum cxte~t p o sible, the 
C,"UIlLTY is conlributin Dcal cu rrencies 
to meet the COS} 'ontractual and 
other'services, tId foreign cu ~ rencies 
owne d by the U .• • are utilized to meet 
the rDS~ of con actudl and other 
!'f'n·i ces . 

LAA Sec . 612 Cd). Does the U.S. own 
c ~ cess foreign currency of the country 
."lnd, if so, what arrangen,ents have been 
~~de -rOT its rel ease ? 

FAA Sec. 601 (e). WHI the projec t 
utiliz.e competitive selection procedures 
for the awarding of contracts, e)(cept 
where applicable procurement rule s 
flllow othe~ise? 

n 79 ADD. Act Sec. 608. If assistance 
is fo r th£< production of any commndi ty 
for e>"l'ort. is the cOllll1looity likely to 
be in s urplus on world markets at the 
time t~e resulting productive capacity 
becomes operatiVe, and 1s s uch assis~ance 
l i kely to cause substantial injury to 
U.S. producers of the sa~e, similar or 
competing commodity? 

5 
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As indicated in the project paper, 
participating institutions and 
sub-borrowers are making substan
tion contributions to the project. 

No 

Ye, 

No 



nUlritiot, IfII ~ f ;tr.!ll~ r].:.nr,:nt fC'r t),t- "nr'Jt::S [ 
pcople, .. :ith yOirticular .attention t o the 
JIi'ed, of Jllothers .and young children, u5in~ 
p.araJl~dical and ;t uxiHaT)' medical pCI!':onnel, 
cHnics .md lu!a lth posts, comme rcia] disl d
buti on S)'SII~D1S and other I"odes of communi t)' 
n '.!.I! ;;'1 e ll, 

(3) (l05) for l:dUcDtiqn, public .:.dministrOl
lion, or human resoulI:es developml:nt; if so, 
extent to whi ch actjvi ty strengthens nbnfC'rmal 
education, lr.a'kes fomla] l:ducation roOTE.' r elevan t., 
cspeci ally for rural f <lmi }j es and urb"m poor, 
or strengthens management capability of 
institutions ~nablin& the po~r to participate 
in development; 

(4) (lOb) for l echnical assistance , energy, 
n :scarch, rf<construction, and selected d evel
o piTI£:nt problen:s; if so , .extent activity is: 

(i) .t:f:dudca] cooperation and development, 
e speci ally ""ith U, S, pdv8tE: and voluntary, or 
re~jonal ~nd int~rnAtjonal development , organi
zations; 

(ii) 1..0 help alleviate energy problems; 

(iii) n :search into, ana e",.aluat:ion of, 
f'conolJlic oevelopn,ent pToceeses anc t,f:coniques; 

(i,,) H:construction After narural or 
disaster; 

(v) for special oevelopment pToblen., Bnd to 
enable proper utilization of earlier U .. S. 
i nf restructure, etc" "ass :i stanc.e; 

(vi) for programs of urban aevlilopment:~ 
especially small labor-intensive entE:rprises, 
rr~rket1n& systems, ~nd fin~ncial or otoer 
institutions to help urban poor par'ticipate 
in economic and social devel~pp!en-t:'. . , 
c. (107) Is appropriaty effort placed on 
use of appropriate tec.hnology? 

d" FAA Sec., 110 (a)" "'111 the recipient 
country provide at lC:' ast 25% of the 'COSt of 
the program, project , or activity with respect 
to which the as "istaDce 1s to be furnished 
(or has the latter cost-sharing requirement 
been waived for a "relatively Jp..ast-developed" 
country) ? 
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The Project is designed specifi
cally to increase employment and 
incomes of rural and urban poor 
by providf~8 credits to establish 
or expand industries and 
businesses whicq,are labor-inten
sive. 
The Project utilizes the review 
procedures established by the CDB 
for application of appropriate 
technologies. 

This 
thus 

is a Regional project and 
the statu~ei8 not applicable 



e. rAA Sec. 110 (b). Will Grant capital 
assistance be disbursed for project over 
more than) years! If so, has justification 
satisfactory to Congress been made, and 
efforts for other financing , or is the 
recipient country "relatively l east 
developed"! .. 

f. fAA Sec. 281 ~ 
which program recognizes the particular 
needs , desires, and capacities of the people 
of the country ; utilizes the country 's 
inte11~ctual resources to encourage 
institutional developmenti and supports 
civil ~ducation and training in skills 
required for effective par~icipation in 
govcrnmpntal and political processes 
essential to self-government. 

g . fAA Sec. 122 (b). Does the a c tivity 
give easonable promise of contributing 
to the deyelopment of economic resources 
or to thc increase of productive capacities 
and sel f -sustaining economic growth? 

2. Development AssistAnce Project Criteria 
(Loans Only) 

3. 

a. FAA Sec. 122 (b). Information and 
conc lusi on on capaci ty of the CO'lOt.ry 

to repay the loan, including reasonable
ness of repayment prospects. 

b. FAA Sec. 620 (d). If 2ssistance is 
for any productive enterprise which will 
compete in the U.S. with U.S. enterHrise. 
is there an agreement by the recipient 
country t.o prevent export t.o t.he U.S. of 
more t.han 20% of t.he enterprise's annual 
P!oduction during t.he life of the loan? 

Project. Criteria Solely for Economic 
Support Fund 

a. FAA Sec . 531 (a). Will t.his assist-
ance support promote economic or political 
st.ability? To the extent possible, does it 
reflect the policy directions of section 102? 

b. FAA Sec. 533. Will assist.ance under 
this' chapter be used for milit.ary, or 
paramilitary activities? 
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No. The Grant portion 
of this project is for t.echnical 
assistance. 

7 

Reduct.ion of the unemployment levels jq 
a Governmental obj~~tive and responds 
to the rural and urban poor's needs 
and desires. The project fosters 
utilization of the Region's natural 
and applied resources in the encourage
ment of industrial development. It 
will assist development finance cor
porations other credit institutions 
and 8ubborrowers in labor intensive 
project development and provide busi
nessmen with access to credit. 

The 
hso 
the 

Ye, 

CDB, t.he implementing institution, 
the resources by which to repay 
loan. 

Direct competit:ion with U.S enterprisell 
is not contemplated. 

N.A 

1 

, 

http:appli.ed


A. PrO[;UTClIlcnt 

1. fAA Sec. 602. Are there arrangem~nts 
~o permit U. S. small business to 
parti cipate equitably in the furnishing 
of goods and services financed', 

2. 

3. 

4. 

fAA Sec. 60~ (a). WIll all commodity 
procurement financed be from the U.S. 
e~cept 85 otlu::rv.ise detennined by the 
President or under delegation from h im? 

fAA Sec. 604 (d). If the cooperating 
country discriminates against U.S. 
marine insurance companies, will 
agreement require that marine 
insurance be placed in the U.S. on 
commodities financed? 

FAA Sec. 604 (e). If offshore procure
ment of agricultura l commodity or 
product is to be financed, is there 
provision against such procurement 
when the domestic price of such 
commodity is less than parity? 

5. FAA Sec. 608 (a). Will U.S. GoveTnmen~ 
e>:cess personal property be utilized 
\o1herever practi,cable in "lieu of the 
procurement of new items? 

6. 

7. 

FAA Sec. 603 (a) Compliance with 
requirement in sec tion 901 (b) of the 
Merchant Marine Act of 1936, as atl'lended, 
that at least 50 per centum of the 
gross tonnage of commodities (computed 
separately for dry bulk carriers, dry 
cargo liners , and tankers) financed shall 
be transported on privately owned·U.S . 
flag comme r cia) vessels to the exr.ent 
that such vessels are available at . 
fair and reasonable rates. 

FAA Sec. 621. If technical assistance 
is financed, viII such assistance be 
furnished to the fullest , xtent practi
cable as goods and professional and 
other services from private enterprise 
on 8 contract basis? 

8 
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Ye. 

Ye. 

N.' 

Ye. 

u.s, Ships will be used if available. 
App ropriate determinations viII be 
obtained from AID/Was to unavail
sbility 

Ye. 

I 
! 
~ 



If the facililies of other F~dpral 
a&~nci~s ~i11 be uli1ited , are they 
particularly suitable , not competitive 
with private cnt~rprise, and made 
IIwlODble .... ithout undue interference 
,,11th dOlllCs cic programs? 

8. InternRtional Air Transport. Fair 
Competi ti ve Practices Act, 197~. 

If air trunsporlation of persons 
or p'roperty is financed on grant 
basis, .... i11 provision be made that 
U.S. flag carriers wi11 be utilized, 
to the extent such ~ervice is 
avoi lable? 

9, FY 79 App. Act Sec. 105. Does the 
contract for procur ement contain a 
pro~ision authorizing the termination 
of such contract for the convenience 
of the United States? 

B. Construction 

1. 

2 . 

3. 

FAA Sec. \)01 (d). If a capi tal 
(e.g. conAtTUction) project, are 
engineeriug and professional 
services of U.S. firms and their 
affiliates to be used to the maximum 
extent consistent .... ith the nat ional 
i nteres t? 

FAA Sec. 611 Cc). If contracts for 
construction are to be financed, viII 
they be let on a competitive basis 
to maximum extent practicable? 

FAA Sec. 620 (k). If for construction 
of productive enterprise will aggregate 
value of assistance to be furn ished 
by the U.S. not exceed $100 million? 
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Yes 

• 
Yes 

Yes 

~es 

Yes 

Yes 



1. 

2. 

3. 

~ . 

!"A0~ S~p~_"-_ E!~~ ~ L If deve lopmen t 
loan, is interest rate at least 2i. 
per annum during grace period and 
at least ~~ per annum thereafter? 

. FAA Sec. 3D!. (d2:.. If fund is 
eSl.1bli51lcd solely by U.S. (ontri
butions 2nd ;J(il.inislered by an 
i nternati CHILd ort'emi zati on, does 
Comptroller C~neral have audit rights? 

!.hA ~;~ec: ... 62Q (}ll· Do arrClnEE'!fIents 
preclude promoting or ; .. ~~isting the 
foreign aid projects or activities 
of CDlnmlJnist-h]()c l'oun~ries, contrary 
to the b!~f;t illl. Jests of the Il.S.? 

Is financing not 
permitted to be used, "-,ithout "-'aiver, 
for purchase, long-tenn lease, or 
eXcCl<Jnfe of motor vehic]c TIianufactured 
outside the U.S., or Fuaranty of such 
transact ion? 

5. Will arrangements preclud~ use of 
financing: 

a. fA.1I. Sec. ]0:, (fL To pay for 
perforr..ance of :l[)ortion~ ur to 
mutivate or c(Jcrcp jJC'rsons to practice 
abortions, to pay Jl'! performance of 
~nvoluntary sterilization, or to coerce 
or provide financi~l incentive to any 
person to undergo , ri 1 L' if 1 i on? 

b. FAA Sec. 62D_~ To compensate 
owners for expropriated natior.illized 
property? 

10 
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Yes 

Yes 

Yes 

Yes 

Ye.;' 

Yes 



c. fAJ. Se c . bbO . To fin • .nu~ police 
t rai;rn~ othe r ].u.' l'nfor ccrncnt l:ossist
;;nc:e, t'Jecc J'It for narcotics prog rams? 

d. fA), Sec~. for CIA ac tivities? 

c. fY 79 App. Act Sec. ]04 . To pay 
pensions, etc . for military per~onnel? 

f. fY 79 App. Act Sec. ]06. 

To pay U.N . ass~ssments? 

g. FY 79 App. Act Sec. 107. 

To carry out provisions of FAA sections 
209 (d) and 251 (h)? (TTanSr~r of FAA 
funds to multilateral orgmlizations for 
lending.) 

h. })' 79 App , Act Sec. 112. To finance 
the ~~~ort ~f nuclear c~uipment, fuel , 
or tl'chnology or to train foreign nations 
in nuclear flelc!s? 

i. FY 79 App. Act Sec . bOl. To h rl;j 
u~ed for publicity on propqganda purposes 
within U.S . not authorized by Congress? 

Page 10 of 10 " 
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Annex I - 3 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D.C. 20523 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 

Name of Entity: Caribbean Development Bank 

Name of Project: Employment/Investment Promotion 

Project Number: Loan 538-W-1: 
Grant 538-0013A 

Pursuant to Part I, Chapter 1, Section 106 of the Foreign 
Assistance Act of 1961, as amended, I hereby authorize a Loan and a 
Grant to the Caribuean Development Bank ("COB") of not to exceed Eight 
Million Four Hundred Thousand United States Dollars ($8,400,000)(the 
"Authorized Loan Amount") and Two Hundred and Fifty Thousand United 
States Dollars ($250,000) (the "Authorized Grant Amount") to help in 
financing certain foreign exchange and local currency costs of goods 
and services required for the project as described in the following 
paragraph. 

The project will stimulate increased investment in small and 
medium sized business enterprises in the Caribbean region. The Loan will 
provide credits [or programs of industrial estate construction, and for the 
financing of selected projects either through direct relendinb by the CDB 
or relending by CDB through local financing entities. The Grant will pro
vide technical assistance to intermediate financial institutions, and small 
and medium businesses, in conjunction with credit loan funds being adminis
tered pursuant to the project. 

I approve the total level of AID appropriated funding planned for 
the project of noc to exceed Nine Million E~Hundred Thousand United States 
Dollars ($9,800,000) of Loan and Grant funding including the authorized 
amount during the period June 1979 to December 1983. I approve further 
increments during that period of Grant funding up to One Million One Hundred 
and Fifty Thousand United States Dollars ($1,150,000) subject to the avail
ability of funds in accordance with AID ~lotment procedures. 

I hereby authorize the initiation of negotiation and execution of 
a Project Grant Agreement by the officer to -..;hom such authority has been 
delegated in accordance with AID regulations and Delegations of Authority, 
subject to the following essential terms and'covenants and major conditions, 
together with such other terms and conditions as AID may deem appropriate. 

12 



Page 2 of 4 

I. The Loan shall be subject to the fol10wing terms and conditions: 

A. Interest and Terms of Repayment 

The CDB shall repay the Loan to AID in United States dollars within 
forty (40) years from the first disbursement under the Loan, including a 
gl'ac~ period of n,)L to exceed ten (10) years. The CDB shall pay to AID 
in United States dollars interest at the rate of two percent (2%) per 
annum during the grace period and three percent (3%) per annum thereafter 
on ~he outstanding disbursed balance of the Loan and on unpaid interest. 

B. Source and Origin 

Except for ocean shipping, goods, services and marine insurance 
financed under the Loan shall have their source and origin in auy country 
including in AID Geographic Code 941, or any member country of the CDB 
except Canada and the United Kingdom unless mutual untying of funds can 
be established at a later date. Marine insurance may be financed under the 
Loan only if it is obtained on a competitivE: basis, and any claims there
under are payable in freely convertible currencies. Ocean shipping 
financed under the Loan shall be procured in any country included ~n AID 
Geographic Code 935 or any member country of the CDB. 

C. Local Currency Costs 

United States dollars utilized under the Loan to finance local currency 
costs shall be made available pursuant to procedures satisfactory to AID. 

D. CONDITIONS AND COVENANTS 

1. £Eecial Conditions Precedent To Disbursement 

Prior to the first disbursement under the Loan, or to the 
issuance by A.I.D. of documentation pursuant to which disbursement 
will be made, the Borrower will, except as the Parties may otherwise 
agree in writing, furnish to A. I. D. in form and suJ:,stance satisfactory 
to A. I. U. : 

A description of the criteria to be used to determine 
the eligibility of lending institutions as intermediate 
lenders under the proje~t. 

2. Conditions Precedent To Additional Disbursement 

Prior to disburSement under the Loan, or to the issuance by 
A.I.D. of documentation pursuant to which disbursement will be made 
to any secondary financial institution, the Borrower will, except as 
the Parties may otherwise agree in writin:j, furnish to A.I.D. in 
form and substance satisfactory to A.I.D.: 

(al ful evaluation of the institution by the Borrower 
with a specific finding as to the institution's 
viabili ty and its ability to manage sub-loans; 

(b) A statement of the procedures and criteria against 
which the institution will appraise the technical 
and financial, and environmental soundness of the 
projects. 

J3 



3. Special Coven~nts For Sub-pro;ect Lendin~ 

Borrower will insure that: Page 3 of 4 

(a) Individu~l sub-projects costing in excess of 
u.s. $500,000 will be submitted to A.I.D. for approval 
prior to their being financed under the loan; and 

(b) Prior to approval of financing by on-lending 
institutions for projects locllted in Jamaica, chat 
financing is not availllble from the SSE loan program 
being financed by the International Bank for 
Reconstruction and Development,except as AID may 
otherwise agree. 

4. Special Covenants For The Industrial Estates Program (IEP) 

(a) Prior to the approval of financing for an industrial estate 
project, Borrower will use its best efforts to establish with the sub
borroi-/cr Ll financilll plan for mcmagement of the facili ty that includes 
minimum rental riltes sufficient to cover loan debt service and maintenance 
costs. 

(b) Borrower agrees to "lork actively towards the adoption of a 
common regional policy on industrial estates, particularly as regards 
the reduction or elimination of rental subsidies. 

5. Special Covenant For Use Of Funds 

(a) Borrower agrees to provide in sub-lending agreements with 
intermcdillte credit i.nstitutions that project funds, including reflow, 
\-lhich an' not used for projert purposes wi thin a reasonable period of 
time shllil be returned to the BorrOVler for use on other aspects of the 
program. Funds repaid to the Borrower shall be credited to Borrower1s 
Special Development Fund. 

(b) Borrower covenants to use income over and above administrative 
costs and 2% allocation to reserves from interest spread on AID Funds 
for technical assistance programs thllt will stimulate the investment in 
small and medium business enterprises necessary to increase production 
and employment in the region. 

II. The Gr:mt shall be subject to the following terms and conditions: 

A. Sourc.e and Origin of Goods and Services 

Except for ocean shipping, the source and Orl.gln of goods and services 
financed by AID shall be Code 000 and countries of the English-speaking 
Caribbean defined as follo\~s: Antigua, Barbados, Belize, British Virgin 
Islands, Dominica, Grenada, Guyana, Jamaica, Montserrat, Turks & Caicos, 
St. Kitts/Nevis/Anguilla, St. Lucia, St. Vincent, and Trinidad & Tobago. 
Ocean shipping financed under the Grant shall be procured in any country 
included in AID Geographic Code 935. 

B. Condition Precedent to Initial Disbursement 

Prior to any disbursement or to the issuance of any commitment documents 
under the Project Agreement CDB shall furnish to AID, except as parties may 
otherwise agree in writing, in form and substance satisfactory to AID: 

(i) A certified 
under the Proj~ct Agreement 
with authenticated specimen 

statement of the name of the person(s) authorized 
to act as CDB's representative under the Agreem~nt 
signatures 0 E said representatives. 

14 
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III Waivers 

In order to accomplish the objectives of the project and to prevent 
suhstantial delay in implementation, it is required that the following AIL 
shipping regulations be waived: 

1) Waiver of Geographic Code 000 and 941 for AIO financing of 
Shipping Costs to Code 935 

The Caribbean Region and particularly the LOCs which will 
participate in the project are not able to comply with the 
normal shipping so~rce requirement. American flag carriers 
do not call at these islands with sufficient frequency to 
enable project financed commodities to be secured in a timely 
manner. CommodiLies financed are critical to the sub-projects 
success and their delay in arrival would significantly jeopar
dize project implementation. The LOCs are well serviced by 
other Code 935 flag carriers. 

2) Waiver of 50-50 Shipping Requirements 

Because of the scarcity of U.S. flag carriers servicing the 
LOCs, it is impossible to ensure that 50% of the gross tonnage 
and 50% of the gros~ freight revenue generated by ocean ship
ment for project goods be on U.S. flag vessels. 

Assistant Administrator 

15 
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DEPARTMENT OF STATE 

AGE NCY "OR IIHf.Rfl"'Tl ON AL OEVELOJ>ME l>lf LlIC/DR- n:r:-7B-32 
w"S •• " . C;lO N DC ' .. ~n 

l:tlVIRO:~MEI:Tl\.L 11IRESIIOLv--nt~~ 

I.ocation Caribheiln Reg.iona l 

flroj('ct Title Dnjllo)'"mcmt JnvcSllllcnt P::omotion, 538-0013 

Funding $6 . 3 mill ion loani $1 , 676 ,000 grant 

I.i fe DC Project: 1'hl'~e Yea r s , sta rting FY 1978 a f ter signing of Grant 
/lgr(·cmcnt 

Mil';Gioll R()co:nmel1dat' ion: 

Ba:::cd 011 the 111itial Environmental Examination , thco Nission has con
cluded that. the I~rojcct will not have a significant ("f f ee t on t he 
lmm.-'Ul ('III/ironment and therefore t"ccommend::: a Negativc Determinat i on . 

The l-alin Alrericil and 1.11e Caribbean Bureau ' s Devclopm .• Assistance 
Ll'('c llliv(> Co~iltt'.'c has reviewed the Init ia l En v irOlll:'lCnta l Examina
Lion for thin project ann concurs in the J·Uss ion ' s cC'co:rutle ndation for 
a Negati VI:.' Determi n .. tj on . 

lJl/IJ.C Decision : 

Pucusant to the authority vested in the l.ss i stant Administrator for 
h~Lin '~rica ana the Caribbean under Titl~ 22, Part 2 16.~a, Environ 
IfIClnt:al Proced url:.'S , and ba_sed upon the above recoliUOC'lldal.ion , I he r eby 
determi ne that the proposed projec t i s not an a ction which will have 
a ~gni£jciHl t affect on fhe human enviJiQ~\~nt . and th~reforc ,~' _ ot 
an «ction for ' ... hi(;h an Environme ntal I:npl<ct Statement or an 
Envirort ntal l!'sscssment wi l l be required. . .. 

Asslstant lldJrimst ra tor If:or
Latin America and the Caribbc~n 

Clearancc~ : ~ 
DJ\EC Chairman:f.lBro"" t-1t/'/J 
LAC Environncptal Ad~isor:ROOtto ~ 

.-
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c. JllituTe . Geo1,e Pond J.)IJ.c.ni t.ude 

hnnc): 1 
f.):hi l.d t. ~ 
Pbc,e 5 of £, 

Httscd upc.on t.h e ]nit.iu1 Environt.lcnta1 Examinat.ion fOT this project., 

UIC rt.'c otr.!lle ndcd n'I'csho1 t! Dec} S1 on i ~ A HcgAti ve Dcternillllti on . 

The Dnpl o;,I1Icnt. In,'cst. I!I~n t. Promotion ProgT!'...!!! is planned to "nabl e 

nnd Comm('rei nl llllsine!:ser. ... ·ith av('r .. ce investt;lcnt. of 010,000 . In this 

catc(ory ""il1 b(- slilall scal(' essc:nbly indus'try and other indcstry 'Wi th 

I~OT(: trnd i t : i onu) 1 Abor-i nt.l' lI !;i ve tcchnoj o&i es·. The procrer; "'ill este'bl i sh 

nc ... ' el:'lploymt'nt opportunit.it's for rUTbl and urban poor lind carr y ou t ins t:i-

tut:ional reform::; in the on- Icndine inst.itutions. The eDB feasibility 

p.nalyses of sub_projl"{·ts of this type inc lude t.horough analyses of 

t.eclmi('a) featureS of proposcd designs . operat.ions and management. Its 

standhrds on engineer:i~g sJleci ficat i ons and performance ar€" consistent. 

vith ~tund&rd enc;iucerins pract i ce . The reM ' S appra i sal crit.eria en-

"ures good cnvlronmental IJUsbundry. 

Th e speci fi c sub-pr oject tlc tiviti es u nder this loan vill be selected 

by th e- eOB ur.d t.hus hal'e not been ns=:o igfl cd, but becsu:;e of the nature of 

the program are expected - to have the follo~ing characteristics: 

(1) The environmental effects ~il1 be very limited and localized 

due to t he .cma.l.l to meditm s ize of the enterprises and tlJe 

vide di ~neTsal of enterprises throughout the COB territory 

of vork . 
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( 2) Tiw proce=::s ",ill involve ""ell-):novn techniques for \.Ihich enlJ,ineerinF: 

practices find eva ilahle hardwt.Te limit (),<'Ivers~ envi r onmentnl , 

effects from by-products, ... ·a~te , etc . t o Ilcceptl!ble t olcrnnc e 

(3) Th l' pro.lec t hctivities \.Ii)) be rccu1ar )y monitored in tcroz of 

oJl~ruting performt!.llce, Th,,: mon H orins by the CDD is not limite<'l 

t o t he IIIlrro ... ! :,COP(- of f inuO(':ie.l J,crforrr.a.nc e , hut under the . , ," 

Dunk '5 responsibility for al?velo;rJent .lne:Judes ob;cr\·c.tion of 

:;ocilll . ellviror.ment.a.] I\n<'l other lmpacts. 

(Il) If the Il ec<'l should arise th(,CDB hus t he capacity to r evise a 

project to Achievp desirablc environmental end social pcrforL'l<tJ'Jce . 

Our rev}" .... of 1.11(:' type of lic(ivities fe>r est:en under this loun 

rel·l' a.] no cvioencc that. Ute enviro/ur,c-ntu..! effec t s "" ould: 

(1) have li serIOUS nC:6IH,ive impact on Ute InUllan environment ; 

(2) have impacts .... hich lire likely to be i rrevocable or highly 

controversial; 

(3) "'bic h might huve e. tend ency for a cumulative ill-e!'fec tj or 

PI) \lhich misht establish n precedent for a<'lverse future nction. 

CC\tlsequ'mtly . a Negative Determination has been Tecomruende<'l in 

respect to fur~heT Environmental Assessment. 

; 
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StIlJECT: DAEC REVIEW - CARI BB EAN REGIONAL - EMPLOYM 
INV ESTME NT PROMOTION C1NTERIM REPORT> 

;, !, . • . 1 '- 'I 
" ," : 

:' " ~' : '\ 
I, THE DAEC REVIEWED SUBJECT I NTERIM REPORT AND APPROVED , ' .. " .. , 
INT ENSIVE REVIEW OF THE PROJECT. THE DAEC REQUESTED THAT ":, , 
THE FOLLOoIIHG ISSUES BE ADDR£5SED IN DEVELOPING THE PROJECT: 
IN ADDITION TO THOSE RAISED IN THE IR: : 

-----A. FROBLEM STATEMENT - ECONOMIC ENVIR ONME NT. THE 
INT ER IM REPORT USES 1970 FI GURES TO DEFI!!!= THE REGION'S UN
EMPLOYME NT PROBLEM. THE DAEC REQUESTED rr:~ THE PP PROBLEM 
STATEME NT BE BASED ON MORE CURRENT DATA IF ,~AILABLE. 
(G. WE IN WILL BE AVAILABLE TO ASSIST I N UPD~,~)I~G EMPLOYMEN!. 
STATISTIC S.> FURT HERMORE, THE DAEC RHUESTEO THAT THE PP 

, DEFINE THE NATURE Aloll EXTENT OF ECON'l!) IC POLICY OBSTACLES 
TO EXP ANDING LABOR INTENSIVE INV~·!'lc/NTS. WHAT MI'NIMUM 
POLICY CHANGES ARE HECESSARr fDPo ... fROJECT SUCCESS7 

-- ---B. COB CAPACITY. THE PROJECT'S S IX ACTIVITIES RE-
QUIRE ADDITIONAL COB STAFF AND MANAGEMENT RE SPONSIBILITIES 
AND PLACE CONDITIONS ON USE OF THE NEil RESOURCES. GIVEN 
THE alB'S PREFERENCE FOR SIMPLE REPLENISHMENT OF SPECIAL. 
FUNDS RESOURCES, TOP-LEVEL alB ArnEEMENT SHOULD BE OBTAINED 

OUR ING INTENSIVE REVIEW ON THE CONDITIONS TO BE PLACED ON 
PROJECT FUIollS AND ON THE HElD FOR THESE TO ATTAIN PROJECT 
OBJECTIVES. alB INVOLVEMENT AT THIS EARLY STA~' COULD ALSO 
INCLUDE ANTICIPATING AND ADDRESSING POTENTIAL CONDITIONS 
PRECEDENT • 

-----C. GE OGRAPHICAL FOCUS. THE INTERIM REPORT FOCUSES ON 
DARBADOS Aloll THE LDCS, ALTHOUGH ALL NON-CONTR;BUTING COB 
MEMBERS ARE ELIGIBLE UNDER THE PROJECT. THE DAEC SUGGESTED 
PROJEI;'! LENDING CRITERIA BE DEVELOPED DURING H'TENSIVE'.RE
V lEW BASED ON NATUR AL SMALL INDUSTRY CRED IT DISTR I BUT ION 
PATTERNS -- E.G., PAST AND PROJECTED COB LENDING AND DEMAND 
FOR S'lALL INDUSTRY CREDIT FOR ALL ELIGIBLE SPECIAL FUNDS 
BORROWERS (MOCS Aill LOCS). FURTHERMORE, THE PP SHOULD IN
CLUDE A RATIONALE FOR INITIALLY LIMITING EX,ORT ACTIVITIES 
AM> SMALL ENTERPRISE ASSISTANCE TO ONE MDC (BARBADOS) AND 
ONE LDC Aill S):IOULD DESCRIBE THE ,ROJECT' S SCHEME TO INCLUDE 
ADDITIONAL LOCS Aill MDCS. 

-----0. SMALL llollUSTRY ASSISTANCE. 

http:OBSTACL.ES
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Olf-Cut; S \JHl:.ll1i::R IlIMAP 's THE !i DLE SDlmeE or EXPEP" ·SF. IN 
THE RE GION FOR ASSIST G SMALL ENTERPRISES IN ACL,RING At:O 
APPt. Yl NG BUSI NE SS SKILLS A Ml JUST I FYI NG T HE SELECTION OF 
BJMAP OVER OTHER INSTlTUTIONS, E.G., TRINIDAD, JAMAICA, THE 
ClB, OR TME DFCS. ARE THE PROPOSED INSTITUTION AIIl METHCll 

;;::::::l:l THE MOST COST-EFFECTIVE? WHAT IS THE LONG-TERM ROlE AND 
RELATIONSHIP OF BIMAP IN PROVIDI ,G TA ON THE REGIa'? IN 
ADDITION, THE FINANCIAL FEASIBILITY OF PROVIDING SMArL 
BUSINESS TA "ND ~ RAINING BY BIMAP SHOULD BE CAREFULLY RE-
VIEwED IN THE PP. WHAT WILL HAPPEN WHEN AID alANT fUNDS 
ARE NO LONGER AVAIUBL 7 

(2) STRENGTHE NING THE DFCS. THE INTERIM REPORT PROPOSES 
A DOLS. 700,000 alANT TO THE COB fOR NO-INTEREST ON LENDI .NG 
TO THE DFCS TO ASS IST IN THEIR CA,ITALIZATION. THE DAEC. 
REQUESTED THAT THE CDB EXAMINE THE PROPER ROLE AMl DISTRI
BUTION OF THE DFCS IN TERMS OF "'DIV,DUAL DFCS' FINANCIAL 
VIABILITY AM> ABILITY TO DEVELOP PROJECTS AND MAKE LOANS. 
GIVEN THAT AID PROVIDES RESOUllCES ONLY TO REA SONABLY SELF
SUFF ICIENT ENTITIE S , HOW DOES THE CDB PROPOSE TO HANDLE ANY 
DFCS NOT VIABLE BY AID STANDARDS UNDER THIS PROJECT7THE 
PP SHO lLD DEMONSTRATE HOW A.'D IN WHAT AREAS THE DFCS ARE IN 
A BETT ER POSITION THAN THE COB AND ARE THEREFOR E NECESSARY 
TO PROVIDE SMALL INDUSTRY CRED IT, WHAT ALTERNATIVE AID 
MECHANISMS COULD BE USED TO CAPITALIZE TH E DFCS7 

(J) CREDIT DEMAND. IN PROVIDING JUSTIFICATION FOR THE 
LEVEL OF DEMAND UNDER THE SMALL ENTER ,RISE C!Jo1PONENT, THE 
PP SHOlLD SHOW THE INCREMENTAL DEMA;O OVER AND ABOVE THE 
Sl'1ALL INDUSTRY DIVISION'S REGULAR PROJECTIONS. INTENSIVE 
REVIEW SHO lLD ADDRESS POTENTIAL SIMILARITY BETWEEN SOME OF 
THI S PROJECT'S SMALL ENTERPRISE ACTIVITIES AND THE SMALL 
IND USTR IES ELEIGIBLE UNDER THE AGRIBUSI NESS LOAN 
NO. 5JB-T- 00 7. 

-----E. EXPORT INVESTMENT PROMOTION. 

(Il PRODUCT IDENTIFICATION. THE DAEC RECOMMENDED THAT THE 
PP DISCUSS THIS PROJECT ACTIVITY'S ADVANTAGES IN TERMS OF 
EXPANDING EMPLOYMENT OPPORTUN ITIES IN THE REGION (E.G., 
COUNTERACTING EMIGRATION FROM THE REGION). THE DAEC ALSO 
REC!Jo1MENDED THAT THE EXPORT PROMOTIOI' UNIT BE LOCATED IN 
THE REG ION WITH BUSINESS REPRESENTATIVES FOR THE U,S., 
VENEZUELA AM> OTHER MARKETS, E.G., THE EEC. 

(2) EXPORT PRODUCTION RESPONSE. THE INTERIM REPORT PRO
POSES THIS ACTIVITY INITIALLY ONLY IN BARBADOS AND AN LDC. 
THE OAEC REQUESTED THAT INTENSIVE REVIEW INCLUDE AN IN
VESTIGATION Of HOw THIS ACTIVITY COULD BE MADE REGIONAL: 
aT 
110BB 
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COLLD A ~ECHANISI'I SIMILAR TO THE BIDC AND ST. LUCIA IN
DUSTR IAL DEVELOPMENT UNIT BE CREATED I N OTHER ISLANDS DUR
ING THE LIfE Of THE PROJECT1 

0) CREDIT DEMAND. THE DAEC REIlUESTED THAT INTENSIVE RE-
VIEW INCLUDE AN ANALYSIS Of LOCAl. LABOR COSTS AND OTHER 
fACTrnS AffECTING EXPORT INDUSTRY COMPETITIVENESS TO ENSURE 
THE fEASIBILITY Of THE LABOR INT£NSIVE EXPORT ACTlVITV. 

-----f. CREllIT fUND ELIGIBILITY CRITERIA. THE DAEC RE-
QUESTED THAT THE LIMIT ON CAPITAl. OUTLAY PER JOB BE KEPT AS 
LOW AS POSSIBLE fOR AID flNANCI NC. S,EClf)CALLY, THE DAEC 
EXPRE SSED STRONG RESER\' ATIONS COICERNIHG THE DOLS. 15,000 
UPPER LIMIT. THIS LIMIT SHOULD ffiOBABLY HOT ·EXCEED DOLS. 
10,000 WITH THE BULK Of THE PROIJ!AM'S fiNANCING AIMED AT 
AROUIll THE DOLS. 4-5,000 PER JOB RANGE. IT IS EXPECTED, 
HOWEVER, THAT THE fiNAL CAPITAUJLABOR RATIO USED fOR THE 
CREDIT fUlll WILL BE fULLY JUSTifIED IN THE PP, .INCLUDING A~ 
HISTCRICAL REVIEW Of CDB SMALL IJI)USTRY LH'OING, EXPERIENC~ 
IN OTHER COUNTR IES OUTSIDE THF REGION, AND THE NEED TO 
MAXIMIZE THE EMPLOYMENT EffECt. COAEC RECOMMENDED THAT AN 
ECONOMIST ASSIST IN DETERMINING THESE FIGURES). THE PP 
SHOLLD ESTABLISH THAT PROJECTS EXCEEDING THE UPPER LIMIT 
WOLLD BE ELIGIBLE ONLY If IT CAR BE DEMONSTRATED THAT THE 
PROJECT WILL GENERATE DOWN-STREAI! EMPLOYMENT WITH A CAPITAL 

LABOR RATIO CONSISTENT WITH THE REGULAR PROJECT LIMIT, THE 
DAEC ALSO REQUESTED THAT THE PP ADDRESS THE ISSUE ,OF ELI G1-
BILITY Of VARIOUS INDUSTRY CATEIDHES AND OF A LIMITATION 
ON GOVERNMENT-OWNED ENTERPRISES. 

-----0. TECHNICAL INFORMATION UKIT alUl. INTENSIVE RE
VIEW SHOUlD INQ.IIlE AN ANALYSIS Df THE DEMAND FOR THE T ,U 
Aill TIU OUlPlIf. DETERMINATION OF THE fUNDING LEVEL FOR 
THIS COMPONENT SHOULD REFLECT THE APPROPRIATE TECHNOLOGY 
fUIll TO BE ESTABLISHED UNDER THE A(;IIBUSIN[SS LOAN 
5J8-T-007. THE DAEC FURTHERMORE SUGGESTED THAT A MORE PRE-
CISE DEFINITION OF "AP,ROPRIATE TECHNOLOGY" IS NEEllED, IN 
PARTICUlAR, WHETHER IT IS LABOR-INTENSIVE OR LIGHT CAPITAL. 
IN ADDITION, THE fiNANCIAL VIABD-ITY OF THE TlU SHOULD BE 
Q.OSELY REVIEWEI> IN THE PP. 

-----H. OTHER DONORS. THE PP SIIOUlD DESCRIBE VHAT OTHER 
DOHCIlS PlAN TO DO FOR SMALL INDUSTRY DEVELO,MENT AND TO 
ASSIST BIMAP AND THE DFCS - VITI SPECIfiC REfERENCE TO 
CIDA Aill TO THE PROPOSEll lOB PROoIECT. · CHRISTOPHER 
BY 
11088 
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1. AlO EXPERIENCE IN THE CARIBBEAN INDUSTRIAL SECTOR 

Annex II - 2 

Page _,_of _,_ 

AID ' s direct support to the region began with a $10,000 Iosn to COB in 
FY 1971. The loan fjad as its principal purpose the acceleration of economic 
growth and development of its regional ~mber countries and the promotion of 
economic coo~eration and integration among them, with special regard to the 
needs of the less developed members of the region. The loan, Special Develop
ment l"und-l (SDF-l). was used by the CDS t o extend medium and long term sub
loans for a broad range of development activities in agriculture, manufactur
ing and tourf6~, 

Due to organhational and implemeryFation problems ti.is losn was not fully 
disbursed until 1977. However, the resu lts in terms of filling the gap for 
devel opmental lending programs have been successful. Two major sub-programs 
IHtociated with thia loan were the Small Industrial Credit Scheme (SIC) and 
Industrial Estates Expansion Program, Botb of these sub-programs have contri
buted t o employment nnd industrial expansion of the participating islands. 
Although all phases of the program have not been successfu l (specislly, the 
management and financial problems, see the Institutional Analysis Section and 
Annex ...:i.l..:J.). the l osn demonstrates that loan funded programs of this type 
generate employment. A total of some 25000 direct jobs have been created by 
these two ograms at a cost of $8 million . 

In milJ FY 1973 a "Second Round l1
, the SDF II was agreed to between the CDB 

and AID. This loan was fo r $12 million with the SEme purpose and objectives 
of SDF I. TIle mos t significant change was the addition of Barbados to the 
"regulRr" less developed members as being eligible for loan fu nds. n.is was 
specifically donc in consideration of regional tradiI'g preferences and export 
opportunitics . The implementation of this loan has been hampered by the serious 
economic conditions in the Caribbean of the mid 70' s. To date all funds have 
been cotmlftted with some 29 sub-loans assigned to the industrial es tate and SIC 
programs for $5.5 million. 

During impIO!entation of these loans it became apparent that most Government 
ministries and loca l finance institutions lacked the t echnical and institutional 
capacit to identify, plan, finance, implement and manage the types of programs 
which could establish significant industrial development. This void of technical 
expertise f s carried over in the private sector where there is a similar need to 
streng then the enterpreneurs in a broad range of management skills required for 
successful business operations. There is, in addition, a serious lack of 
organized and readily available information on which tc base investment, market
ing and technological decisions. 

AID's current program in the area of employment generation has been designed 
to effectively address this set of conditions . The on-going (FY 1978) project 
with thp Caribbean Development Sank (COB) makes the CDB a principal regional 
source of assistance and information in such areas as innovative applications 
of indigenous raw materials, process and product development and the application 
of appropriate technologies t o labor intensive yet profitable enterprises. The 
Bank's Technology Information Unit (TIU) is creatillg and maintaining a data base 
on regional manufacturing processing techniques and equipment for all scales of 
operation, agricu ltural and agra-industrial techniques, aquaculture, construc
tion materials and processes, ~ergy and supporting material resource data. The 
project is also finanCing pilot research and demonstration aub-projects for adapt
ing appropriate technologies and technical assistance for lending ins titution 
improvements, export industry promotion and small business management practices. 

2. 
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The TIU in its project review and analysis function serves as the programmatic 
foundation for impruving the mechanisms of employment generation in the region. 
The prnposl'd loan/grant is a parallel function to this effort by providing 
credits and specific technical assistance to support a developing industrial 
sector. This FY 78 project was not signed until the end of September 1978 and 
becaml' uperatiunal with all CPs met in November. The new ::::DB reorganization 
in January, 1979 made speci"l allocation of staffing for implementation of this 
Grant. TIle folluwi~g are sone of the activities presently being developed by 
CDB for revil'w by RDO/V 

Investment Prumotion 1/ 

- Pruvision of Technical Assistance to the LDC's developing their 
compelence in identifying possible investors and in establishing 
programs for their investments to materialize. 
Estimated cost $120,000. 

- Training prugrams for investment promotion in the LDC's involving 
the training of LDC participants in-country; thereby,reducing the 
resource drain on these small countri es. 
Estimated cost $225,000. 

- For payment LInd training of 7-8 industrial promotion officers/coun
sellors (locLlls returned to West Indies). 
Estimated cost $250,000. 

Sm311 Businl'sses 

This program would supplement the limited technical assistance services now 
offered by CDB and the DFC's. CDB in providing tha needed technical assistance 
would strengthen small enterprise management in the LDC's thereby enhancing the 
prospects for profitable employment generating operations within the small 
business sector. 

The specific objectives of the program \vould be: 
tu facilitate the tecllnicai training of 40 small business entrepreneurs/ 
selected scaff members and associated CDB/DFC Project Officers. 

to lnstr'!ct and motivate small business entrepreneurs and their staff 
in the efficient conduct of their business operations. 
See Annex r 1 _ 6 [or add i tional infClrmation. 

DFC's 
The implement.1tion of this program envisages that CDB will work jointly with 

the DFC's to carry out feasibility studies for restructuring and modifying on
lending and investment activities. 

They include: 

- Survey of small industry market 
- Evaluation of existing markets for other forms of lending 
- Establishment of procedures 
- Development of viability criteria under different assumptions 
- Determination of personnel and training requirements 
- Evaluation of differeut organization options. See annex 11-7. 

l/ Due to budgetary restrictions of Grant funds, the CDB is evaluating 
various programs to determine the greatest immediate impact of resources. 
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One objective of this inves tment promo on project 1s that the DFe ' s 
sho uld emergy as be tt er ~chanlsms fo r promotion and financing of small 
industries . 

Apart from re-or gan lz1 ng the DFC ' s, the program ~111 involve improving 
the capabil ity of DFC's for industrial promotion . The CDB s trategy calls for 
re cruitment of seven experienced Small Industry Loan Officers (SILO's), one 
t o be poated a t each OFC fo r a two-year period. To make this program an on
going exe rcise, another seven co unterpa rt s are required so that one could be 
attached with each nFC on a permanent basis. But the budget under the FY 1978 
project will not permit the implementation of such a program in all the OFt's 
at the same time . lienee, enter the 1979 Grant \oIhich provides the funds to 
complete this activity in a timely manner. 

1979 
Another major thrust of the/pr ojec t i s to experiment with a COB/Govern-

ment comme rcial bank l ending mechnism. Although the final details of this 
organization have not been worked out , a positive response has been re ceived 
f rom the COB , the Central Bank of Guyana and Commerci a l Banks l ocat ed in 
Guyana. Experience with a similar type of organization was es t ablished in 
1965 in Guyana under the AID project entitled Private Investment Fund. As 
with t he 1979 projec t, the 1965 program was designed to finance the acquisi
tion of capi tal goods and services on t erms of 3 to 10 year s to private 
industria1 borrowers i nit ially in U. S. dolalrs. The Guyana Government 
assumed the exchange ri sk. The credits wer e made svail abl e to borrow~rs 
through the commercial banks, who assumed the credi t risk. The initia.t--f.llnds 
and roll- overs were held in Trust by the Central Bank of Guyana. 

Although the projec t was not totally successful due t o th e lack of 
conti nued usage of the roll- over funds, the project achieved an opening of 
commercial bank credit channe ls and increased industrial production. The 
past weakness in t he commercial banking sys t em has been t aken into cons idera
tion in t he 1979 project by limiting the length of time unused roll-overs 
can be held in the Centra l Bank. 
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Ins titutional Deve l opment Grant, FY 1978, 538-0016 

This $1,840 , 000, grant was signed Augus t 31, 1978, and ecame operational 
in December. The purpose of the Project 1s to In6titutionaliz~ the capability 
of the Ca ribbean Development Bank (COB) to provide te chnical assi s tance to the 
English-speaking Caribbean co untries .:md the regional institutions serving them. 

Si nce Its es t ablishment in 1970, CDS has been providing some technical 
assistance t o its borraving member s tates , and 8S the flow of development 
assistance t o the state increases in volume, CDB'a involvement in t echnical 
Ilss i stance has widened. This occurred because it Is re cognized that a major 
constraint to the timely and effective use of this increased flow of resources 
i s the shortage of middle and high level management, adminis tra tive and techn 
cal pe r sonnel which imp03es a severe limitation on the capaci ty of the borrow
ing member sta t es , particularly the LDCs. At leaa t 30% of CDB a taff time i s 
spent on pr oj ect preparation. but while the demand for funds for projec t pre
paration continues to inc r ease , ther e is an increaSingly significant demand fo r 
techn i ca l ass i s t ance funds for non-project related purposes. 

The Bank has established a Technical Assistance Fund to finance advisory 
services, training and s tudi.es in the COB' s borrowing member states and the 
institutions serving them, giving priority to the needa of the Less Developed 
Countries. At least 70% of the Fund' s resour ces finances technical assistance 
directed at the LDCs and the rema inder allocated to the HDCs and regional 
institutions. 

COB's technical assistance program will comp lement its s ub-lending activities 
and thus permi t a coordinated techni cal Bnd capital assistance approach t o the 
development problems of its Borrowing Member States. 

The Fund ' s resources "re al.located t o fou r (4) areas of technical assia tance . 
These are : - \~ 

(I) Gene~gl Deve l opment ~ 
(2) Prc-inves tment and Pr03ect Preparation 
(3) Project Implementation ~1 
(4) Bank Developme~t W 
Where the technical assistance fund provides services t o the member s t ates, 

the TA pro\'ided under the Employmer:.t/Investment promotion l oan/gran t is on site 
directed at the smal l and med ium through the participating financial 
institut i on in ea ch country. 

Ill. OTHER DONOR ACTIVITIES 

A. 

The CG continues to be mos t in establis-hing priorities and 
"Thl! new and directed 
by in the paper 

complimentary to 
~~ii~;:P~Oiil~ii'i~e;S~O;f~;th~e~ Cftribbean ~ in industT)' and 
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In a~ry of the Report: 
"On the whole. the econOllic situation of the Ca ~ibbeaD countriea haa 

imp,oved aince .td-1978 . But the progreaa achieved has. in several ~aaea. 
fillen ahort of what was expected at the tie of the fint CG .eetins. The 
desree of progress varies substantially fl o. country t~ country. Barbadoa 
and St. Lucia have advsnced faster than eKpected last lear in the process of 
adjustins their economies to the changing internstion~f econo.ic situation. 
Jamaica and Guyana, !!!,hUe ala.Q achieving substantial P}',.!!.Iusa in th!. adjuat
ment process , failed to increaae invest.ent, production and employment'aa 
had been planned . In Dominican Republic, a large balance-of-payment'. deficit 
has emerged as the most pressing econolllic problem, at ~(;,ti~ in which the 
Governlllent is still trying to formulate its lons-terlll d'eve!opment policies 
and programs. In Haiti, the poorest country in the hemisphere, uncovered 
balance of payments deficits are projected for 1979 and 1980. The progr ess 
achieved since June 1978 by the other countries of the reaion has been for 
the most part, close to what was anticipated. In view ot-' the economic' 
difficultiea found by moat Caribbean countriea, ond of the likelihood of 
further problellls owing to the current acceleration of international infl~tion , 
the need for broader and more effective economic cooperation among the 
Caribbean countries has become more obvious, and the finding of waya to satiafy 
such need more urgent. The English-speaking countries of the region - which 
have made substantial progress since the early 1960s in furthering economic 
cooperation among themselves by, inter alia, establishing the Caribbean Co1lllluoitl;.l 
and Common Market, and the Caribbean Developm.ent Bank - £!lee the need to 
strengthen further their o~ regional schem~s - a task which deserves the 
strongest support of these countri~s and of the external community. And jt 
is also necessary t rt find \olays to develop a IlOre effective collaboration in 
economic matters between CAAtCOM and other Ca_ribbean countries." 

The IBRD report sugge1;ts and the ROO/C plioject responds in the supporting 
with fbsndal backing t e urgent need to inc ~ease public and private invest
ment in the Caribbean countries. Although the project does not exclUSively 
support sub-projects with an export bias, the project liupports th~ compl1 
mentary programs for changing the Caribbean fiscal incentations to industrial 
expansion such as the following special programa recommerided IBRD to: 

i) finance investments for the reconversion and/or expansion 

U) 

of existing industries, to enable them to start, or hlcresse, 
their export activities; 

finar.ce in new export-oriented inlustriesi 

iii) finance investments in industrial estates and other associated 
infrastructure; and 

1\') ensure timely availability ot oreign exchange to cover the 
i.ports of raw materials, intermediate good8 and spare Pt rts 
~:equired by export industries. 

cJainating this ROO/C financial/TA program with the p1wued and proposed 
technical assistance offered by other international donors and ~he UNDP, the 
Caribbean ccuntries through the CG Will be in a better roaition to offer the 
industrial sector the technical assistance requ'lred for industrial ezpanaion. 
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B. Councry Contributions [0 the D~velopment Activities of the CDB 

Canada, Germany, Unitee! Kingdcrn, Venezuela, continue to be mc:jor contribu
tors to the Banks "Special DevelopmE'nt Fund". These soft funds are used by the 
the COB in a similar manner to AID's previous two loans in general development 
efforts. These pledged funds could be used for industrial development but in 
most cases, flre not due to the re.>trictcd specific sectoral attachment of AID 
funds. For the next three years the SDF pledges are: 

Canada 

Germany 

United Kingdom 

Venezuela 

""0 TAL 

!JS$ Million 
8.8 

7.2 

10.0 

7.65 

33.65 
According to COB's estimates this is $10.35 million short of the resources 
required for the three year ~eriod July 1"7e ~o June 198~. 

C. Direct Country Assistance 

Although not finalized CIOA i::; undertaking a combined program with the 
Barbados Institute of Nanagement and Productl.vity (BIMAP) to experiment with 
business skill growth seminars. The program has begun at an estimated cost 
of $300,000 and includes test training seminars of businessmen and entre
preneurs in the selected LOC's. Upon completion of the group seminars BlMAP 
personnel will re-intervlew the participants to evaluate the effectiveness 
of group training as opposed to tlleir present direct o~e on one training of 
small entrepreneurs. 

The results of this progr~m will be very important to all ongoing busi
ness traini ng programs in the Caribbean. The program resul t!;' could provide 
needed information and s~ggest required modification group training methods 
and seminars pldnned for the Employment/Investment Promotion Loan/Grant. 

O. l!]LFr-Am('rical~~evelopment Bank (IDB) 

In late 1978, the IDB signed $12 llli11ion loan agreement per.nitting the 
COB to use j Ls ef'Lallished ch::mnels for on-lending in the areas of Agriculture, 
Industry, Tourism, fnfrastructure, and selected Regional projects. 

Agricul ture: The agricultural sector projects to be financed incluJe 
agricultural credit loans channeled through the local development finance 
corporations (DFCs) in the LDCs to as~iut small and medium sized farmers; 
loans for the rehabilitation and improvement of agricultural estate5 designed 
to restore production, increase productivity and achieve more equitable land 
tenure arrargements; loans for marketing and storage facilities; and loans 
for diary and livestock production. 

n~us~y and Tourism: The proposed program incorporates a continuation 
of the CDn small industry credit program, channeled through DFCs in the LDCs, 
and the prudent expansio~ 01 industrial estates facilities in its members to 
provide manufacturing f<.cilities [or small and medium sized industry. Lending 
activity in the tourism sector, which will be on a more limited scale, is 
focussed on the smaller locally-owned tourist facilities(hotels and guest 
houses) and on public tourism infrasturcture (wharfs, beach improvements, etc) 
that are economically justified. 
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Inlrastructure: The infrasturcture component of the prPR • include. 
the financing of Ieeder road programs generally designed to ~~~ the s .. ller 
farms (below 25 acres) as an integral part of agricultu~al development programs; 
and the expansion of e~~ctricity services and potable water facilities designed 
to provide these servi6iJ to the lower income consumer. in rural are •• or on 
the perhiphery of urban areas presently provided with these services. 

Resionsl Integration Projects: These reglon~ projects will relate 
primarily to schemes for a more rational production of those agricultural 
products in which the region is in deficit. and for the provision of easential 
inputs (seed, fertilizers, planting materials. hatching eggs etc). 

During the project team interview with the lOB representative indications 
were given tnat the majority of these loan funds would be committed this year. 
The project team does not conaider the AID project activities a duplication 
of the IDS lnan but rather a more concentrated effort on the small and medium 
industrial sector. The IDS was most supportive of the AID project and provided 
guidance in defina~ion of small firma and calculations for small business 
financial viability. This project's coordination and complementary with the 
IDS loan will provide greater resources to the Caribbean. 

E. World Bank (IBRD) 

The IBRD In 1978 signed a $6 million loan with the Government of Jamaica. 
This loan is designed to asaist in reducing the high rate of urban unemployment. 
This project represents the banks first integrated smal)-scala enterprise 
project in the Car~bbean Region. 

It ia aimed at: 
i) financing of modern small-scale enterprises through the commercial 

banking system. Bank of Jamaica (BOJ) the centr4l bank. will be 
the spex institution under this component; 

ii) financing of very small-scale enterprises through the Small 
Enterprise Development Corporation (SEDOO). a new specialized 
small industry bank which would be built up under the proposed 
project; and 

iii} providing technical assistance to SSEs to supplement both financing 
programs. 

Although the loan is not fully operational it was developed recognizing 
similar constrians and objectives as the Employment Investment Promotion Pro
ject. Considering this large fund and the Hanpower, Training srod Employment 
Grant Project (532-0047) of US AID/Jamaica are available. additional study 
is required prior to qualification of Jamaican sub-projects under the new AID 
loan. The project team recommends that Jamaica be included aa a participant 
but prior to the approval of sub-loan a determination be made by the CDB as 
to the availability of IBRD funda. 
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LOAS ;::S-L-OOl - --
£QI!\ TRY LOAII NO. OHE WAN. S...!tI " 

OO'il ""CA O/5 FR-D 10/4/72 

/O:· '!S.t.!HtAT 5/ Sf'R-M 7( 23/15 

ST. hI rrs 3/ SfR-ST . K 6 / 15/ 72 
1 / SfP. -ST . K 2 / 18/14 
1/ 5fP.-ST . K 6 / 30/ 18 

ST. I.t /C J A 3/S fR-ST. L 2 / 06/13 
4/SlP.-ST. L 4 / 30 / 73 
S/ SfR-S1. L 5/ 31 / 14 

ST. \, 1\C[NT 3/S fR-ST . \. 5/ 22/15 
1/ Sf R-ST.V 11 / 8/ 13 

~q~5_~003 

S.t. i'.3ADOS 1/ '!'!!.-lJi> CS 

9[L IZE 13/ :::F!:- BZ 3/ 05!7!1 

~8··:JN ICA Zi/Sf'R-D 10/4/72 

3/ SFR -D 12/13/ 74 
S,'SfR-D 10/ 10/ H 

:.'n:· ! Sl RRAT 5/ST?-!'! j / 3 1,(,75 

5/S r'R -1l 7.'(' 1, 75 

ST . KI , fS 3/Sfft - S'!. K 8.'02/i2 
3/:;FR-ST.& 11/~/75 

7/sn -ST . K 2/15/77 

ST . LUCIA 4/SF\ ST . L 4 / 30/ 73 

S/St'R ST . L 5 / 31/14 
l£1 /S: R-ST.L 3 / 20/78 

$T. VINCENT 7/SfR-st . V 9/01/75 
l£/SFR-ST. V 12/14/76 

LOANS 001 AND 003 TOTAL 
1972 THROUGH 1978 

'0 

ANliEJ:: 11 - 3 Pa._ 1 of 2 

LOAK VALUE «(lSS.flOOl 

SUB- 11I- L 

$ ,. 
$131 

• , $104 
S • SIll 

• 90 
$'225 
$255 S;510 

• 8' 
S175 $257 

$I 148 

Stil 6 

H83 

• 24 

$ " 5116 $164 

, •• , 11 5112 

S 80 
$ 41 
$148 $269 

• 10 
~16S 

$667 5845 

$ 
,. 

$611 $627 

53, 116 

$4.,264 
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>l~ LO.-\~S 3 Y HAR SIG'\"E D 

Hl 72 1973 1975 .a 76 H:l77 ..!!!! 
79 90 131 611 6 16 66 7 

2 22~ )0' S2 1< 8 5 
24 175 24 4 53 

80 )0 116 95 

) 68 17 

41 

)6 

185 500 60 7 ~D 5 6 11 6" 

lOTAL 4 264 
,~.-- _ . ..:::..:,;;-:.; __ :.J..:-= 
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[MPlOYMENT/ I liVES '"EliT PROHOT I Ol~ rROJECT 

Proposals for Small Enterprise Technical Assistance COlliponent 

Small Enll!rprisc Technical AssiH ance Survey: 

One of the purposes to be accofnl, lished under Grant Agreemen t lio.53a·0013 

b~tween COB and USAIO Is described in Annex. I to thal Agreement ilS follOl'ls: 

It (e) To design a pr09rafl~ne of te chni ca l as!oislanl.e services 

for the small business of the Reljion that Is effective 

and to the extent feasible, able to recover its costs." 

'Art elaboration of this goal In the safTIC Annelll proposes that: 

This sub·actlvity will determine If there is il viable bclst! for 

sn,a ll business tee.,nlcal assistance" and states, further that: 

" A survey of the less developed COB Member Countrlel. wi 11 be 

made to determine the magnitude of technical ass istance required 

by the sector . Studies wi II be made in sufficient detai' to 

es tablish not only small InduHry technical assistance requirements, 

but also to establish credit market data, skill availab i lity, and 

the degree of readiness of existing Sm.111 ente rpr ises to participate 

( In) employment Investment promotion". 

US$11~ ,ODD I s budge ted to finance thi s survey the nK1npower requ I remen ts 

of which Is estimated at 12 persons mont hl.. 

Given the known inadequacies of the data base and instituti(Wlill '1;!;.e· 

requisites for a meaningful survey of the kind described t~e implementation of 

the above proposal Is unlikely to flproduce lf anything but an expensive report which 

will IIreveal" much of what I s already known, including the fact that the data~base 

is weak. 
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Whether such a survey is necessary is also questionable: COB's Project 

Officers working with the OFC'!., rl'~lional M.Jn;J(Jt!ment Institutions, InJustrial 

Development Corporation,>, the University of the We:;t Indies .. Hld C/\DEC have 

already identified a nUlllber of ~;!I\all business technical ds:;ist.1flce needs wnich 

are detailed at A~pL'ndix I and which :.ould fon:l the b<Jsis for df!velopin<j dn 

actIon-oriented prograrrwlIe. 

As a matter of fact the Barbados Institute of Management and 

Productivity (BIMAP) is .:urrently gearing for the implementation of a pilot 

project for Smal I Business Hanagement Assistance in each of the Eastern Caribbean 

LDCs over the next three years; this project is scheduled to start in 

Hontserr<Jt around September 1979. and is likely to be fina;1ced by CIOA. 

The BIMP pilot project will offer limited management counselling and 

incorporate a response evaluation exercise after three months. It is hoped 

that,resulting fro/11 the outcome of this pilot scheme, grant funJs, flossibly 

through the COB, will be identified for financing the e5tablishment of 

full-fledged small business LA. units in edch territory. 

The OFCs in the E.astern C.:lribbean LOCs could and should be invol.ved in 

the BIHAP project in order to provide useful on-the-job tr.Jining and experience 

for their Industrial Officers for whom addi tional guidance .Jnrj training arc 

also being proposed in the OFC Restructuring Component of the Investment/ 

Employment Project. 

The BIHAP exercise Is not however designed to meet the training needs 

(through factory attachments and specially designed Seminars) of the small 

business seGtor at this stage_ 

39 
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As to \~Ilether a Small Entl'rrri~.e r.fl. pro'lrilrnlllC i r
, 1 ikely tu be 

self-finclrlcin9, there are cOl11pellinC) a priori 'jroul~ds 011 ".,hi,}! rl IluJiltive 

answer cuuld be rJrcJicteJ: Self-findncinC] techniCdl assistdllr.e proCJrammes 

for slTlall bU'Jilll",S dU' Imrwilrd ul ,'v('n in the highly in::bstriJI i';ed and 

cornrnerci,;lly-ori('llted LlS/\ and w)uld he LlI'J unlikely dcvciufJmerrt in the embryonic 

circul:l!:.tiHlcl~!:. of the C/\RICOM LDC's. 

!n the I ight of the foregoing it is therefore recornrrended that 

COB negotiate with USAID a change in the proposed sub'actlvity for Small 

Industries A':.:,istdnce to 01101'1 tllt~ use of the budgeted fund', for financing 

technical tl'Llirlins .Jtt.Jclirnents dlid the' orgdniS<Jlion, prep.lrati~Jn and delivery 

of specially .k':.it.inl~d sClllinars for c.lllall bu"irlf'sSrllf'I1, selt"c.lt:d members of their 

5 t a f f 5 a II d C D [J /0 r C fl r 0 j e ct off i c,~ r s ylO r kin Sin t Ii l' L 0 C 5 • 

DL'l,)i Is ()f the proposed trelining proC]r.II1illle are de',.o:ribt!d at Appendix II. 

Progr':lIi~:le ifilplelllent.Jtion cuuld be il-::hievcd l'iithin the exi:>ling framework of 

CDB/DFC vlOd.ill<j reLrtlonships dnd cuuld CUllllllcnce d:> 500n as the funds are 

iJvai lable. 
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Identif ied Sill') I I Hu~lncss Tl'dulic .. l '.s si., ' ;lIu .. c tkcd~ ill ti ll ' E<lsl!r n tdribbean lOes! 

1. t1ana1~'men[ Counsel ling - 011 technical, fl1arkcling, accounting, 

2, Training -

3. As siH.:mcc with Proj ect

For nlul a li on, Pre paraticn 

an d Avp rai sol t; also 

4, 

\.,i lh appJ ie .ll i on fo r 

IOlln :; factory s lJ.\CC ,lIld 

fj:,c..Ji conc ,:~sion~ . 

P i lot P la n t s 

5. Tc c hno lvg y Select ion/ 

Adaptati on . 

financial .lnd ,personnel .lSl'c<.:ls . 

through attachments to counterpart organiutions in 

lIJ()rc dcvcIO['le ~ courltrles clnd speci<llly dcsignr.u 

Seminars and Cour!OI! ~ . 

for te .. t;n!.! Il t '\1 pr ~, jl (. 1 11l'uS i n or der to 

d~I'I(lns tratl! viJ!)i I i t '/ o r (. lh,,;ntise of cor.rnerciat 

~\pcr,) ! ion and thercfort· pftll'lO u.:/.:. \/o id beneficiall 

unrewarding inves t nr-r\t . 

6, It is a lso considered thilt the provision of il LOilll GUilrClntee Fund 

would be .;In inlpo n iull .:Idjur . .:-. t o uny techni cal as;jst :lr,(. ... ~ progr"lOme designed 

(or the LDC ~ in the! ligh t or the high incidence oj" indepl:ndcnt collateral 

deficiency i n SIII<lll business I OJI1 pruposals . 

• 

.' 



Small Industry Training Programme 
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APPENDIX I I 

1. Introduction: 

This progranme would supplement the limited technical assistance 

services now offered by COil and the OFCs and would le.Jd to a strengthening 

small enterf.lrise management in the LOCs therE-by enhancing the prospects 

for profit.Jble, emf.lloyrncnt generating of.leration withir(thc small business 

sector. 

The proposed inclusion of COIl/OFC Project Officers on the 

technical training attachlilents would also enhance the effectiveness of 

these officers in their t-:!chnical assistance role whilst the seminar 

activi ties wi I I he desiqned to provide a learning ex~~~ience for all 

concerned. 

The budgeted sum of USS174,OOO wi II be sufficient to finance a 

total of 38 attachments (2 persons per clttachment) and the conduct of 

50 seminars (involving 1.200 - 1,500 people) in the 8 LOCs over a 

2-year period commencing say June 1979. 

2. Programme Objectives 

The specific objectives of the programmc would be: 

(i) to facilitatc the technical training of 40 small business 

entrepreneurs/selected st.Jff membe~ and associated COB/OFC 

Project Officers. 

(ii) to instruct and motivate small business entrepreneurs and their 

staff in the efficient conduct of their business operations. 
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APP(NDIX II ( i I) 

J. Prul]r.w~nc Outputs 

(i) Stl cny thcn lng o f the tc r..hn h:d l .hl.Il.' CLS uf ~'".II ! cnlcqlris<! 

op~ tion5. 

(ii) Imp rovl!! d business e duca t ion , '''ppo rt and cor.municillion wi t hin 

the smu ll busines s 5('C1 0 rs of t ho: LOCs; P055 ~Llc f o r 'nallOI1 (,,( 

Sma ll Businc~5 AS50ci,Hiuns. 

~. Prog rarrme Desc ripti on 

[xisti ng (08 Pro~ect Offi ce r s i1sslyncd to the '.Iirl':lw') rtis, Ler.wards 

and B~li;:c wil l wo rk in close col1abor<ltion with the OFe::. to c.:!~ign , 

organis~ clod dl! ll;tcr scrn i nars on uusirll..lSS top i c<; u f intcr es '. h) C: .<istlng 

and wau I ':;- be 5111<3 11 bus i nr SSlllcn. coa Prnjcct Off i(.CI', ... i~ 1 915 0 assist 
1 r.) i:'l i ;Ig 

the DFts in identifying ,moll! bU5inC5~ te chnic')l ;nec:ds ,J IlJ .Jo" r') fJ~dflS 

5u ilab l ~ .1lt.\ChmenlS for Sir ... I I busincssruen and /or sclt!ctcd rrHimbeors of 

thei r staff, COB/OFC Project Offi cers ,lI,ly also ,Jependi n'J on tho.! pMticul ':II ' 

cirCUtlls t ,lncc:; of edch casc , lie in cluded ro r the en tire dur,ltion or for il 

shorte r per iod on such att.:lchmt'nts ~ expl'c t ed t o .wer'!De 10 d'IYS), 

5. Draft Budg.:t ( U5S) 

Training Attachll'ltlnlS fo r Small 

Bus i nessmen /S taff /Projec t Off iccrs 

Belize: 5 att,;,ch. x 2 men x ISOO person 

Eilst (a r illllean: 2 attach. ~ 2 K 7 lOCs 
l( 1500 

Slnol ll Business Seminars 

Bel i ze - t. pi:r annuill t 1000 pcr seminar 

Yr . 1 

15,000 

~2,() Ou 

~,O UO 

LIst Caribbean - 3 x 7 p.a. ':l 1000 per sem inar 21,01)0 

82,000 
Tota I Budget 171,200 

"An inflation rate of 101; over year I is assLSI'Ied. 

Yr.2f: 

IS, 5110 

~6, 200 

It, ~OO 

23, 100 

89 , 21)0 

The <lbovc progro1ltVlle Is 3ceepted subject' to the 3v3ilabil1ty of st.}fr ~upport. 

43 

r 

• 



USAIO ProjC'ct AIJr clo!lnent 1. ~1 . 5]9·00!] 
O.tcd Sep t"nlbc r 28 , 1978 • 

--.-!mp I oynllo!" I I I nv.::.llll('lrt Pr~ lO t ion 

I . OI'V o f :h t' t h ree ;: , a:, t o r T i:' c.hnlc.~ 1 A$S ~arcc ulldvr 

i~ t ho,: I.cuJin, Ins ti tu tion I mp..!:E.~' lhc im;'T7C(rcn t.J~ i "'m 

pr 0!lrJII'-w cllvi ':> " !lcS that COO \~i ll wo rk Jointly ""ith the! ~F C<, 

..... u • 

P ••• _,_ of _4::....~ 

thi:io projeu 

of Ihi 5 

to car r y I , VI 

(o,: a.,ibi I it'l s tudic!> for t es tructu rir'9 ;Jnd I'~Jdi ryilUJ ()n It' nd in,) ..IftiJ j nvo,:" ~11l 

activities. Th~y inc l ude: 

( ii l l ... .llvoltion o f cJ\istl::'~ If.olr!..et 'i f C)r n t ~ t (o rm .. of lellding 

(iii) Eo;. tol bli shmt:n t of procedures 

( i v) Ocve1 o p(l\en t of v ;;olbili t v Ctileri", v nJ r~ r diff er cnt <l 5svl'1;)t iu us 

(v ) Oc t cr:nifldtiun of per':>unncl ilnJ rr"inil "J rc quir ~'mcnt5 

( v i) [ v.)lu.Jtion of difft'ren rg .lni ·"ll;UIl o~' t iOlh. 

II, Steps 10 be ta!..cn 10 implemen t t he p ro'1 r ,J 'lI' lo,: 

Ph,lSe 

I . COil t o !>t' ( ur c the (Olll, j Imen ts of 
Covernme nt s of LOes to ... progrolClllT\(' 
f o r rcs truct u r i ng" th c OFCs 

2" COU 10 d('cil.ll! order 01 priority 
.)nl(Jng LOCs 10 implcnrcnl this 

J. 

p ru4}r;, n~nc" 

C08 to ta lo((., stt'ps to .lppoint .:r s lIJdy 
I C.) I" cOiop r is ing Oll~' rcpl'c st'tlt.l ti v ' 
ea c h Irom Goverment /ore ~ nd COB· 
Thc 'i tudV should fO C,I<, on !oi.., 
,l!opo,:C IS of the pr olll er:l enume rat t'd i n 
the p rojec t dc-scr i pt ion so ili to 

Ti ml.' Fr,l llk' 

I' pri 1/11.J;/ 
1 ~7~1 

O(t ob o,: rl7~ 

r (] r.uuntrl c '.) 
r("~ult i n .J rcal i stic rC!o tructurin~ 
pl,ln lor OFCs • (Prl'l'lre queuionn.1in", 
clien tele to be intcryiewed and d('cidc 
o n !.tr,lll.'YY of study) 

Bud'l l.' I 

NIL 

5 PM $12 ,500 
for Olle 
~· .. pcrt 
.• S1, SO ..: 
IJl" r 1111.1111 

'"" AntiIJu.l, Dominica, Grl." ll,ICol , Hont~('rt,ll, ~I. lCilt., SI . \.'in('l."nt, 
St. Lucia 
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pt.)l1 ~Ii 110 1. ~h''':IJ1 ·'''··I ! · uf lD(~ for 
",c i • . 1l "f' I,I II ( ,· .... II~ (i" ti l"l(: 

~(Il~·,! ut\· lUI i r'i'll" lltfl t ,) ~l'l 

I np l':II": I!! ' \Ivn nf th .. r\;tr'JC· 
lu r i rHJ jl!"' I'~ in ~"V('f1 L~r ~ . 
lom t inuI'l.· ,,; upl' rv i '~ ;,.11. .I"..! 
OIkl ilit u r in:; prCl blc~H~ u~i~.i/HJ 
Ir" r. l ' ,i~. ('1.('rc. iH' . 

6. IIli:fltify !>""urccSo f ') r ~ l' ('Jr in9 
~~si~t ... nt~ to p' ov;, iQn of ~ cec 
c .• pitat t o) (I res. 

7. (i) Sl' urin!;! t he ·, ':'f V,;::r. of 0;"'(' 
5 1l .j to bl' .1 tt ach..:.J If' ,)"c ore 
(,"Y Ollll ll1i:,.I) ro o lI ..• yColr~. 
Th,-,u Qll he \~i II be .1 '.I .l ~ ncd 'f f' (.;/'1 , ' 

OIi: J {{), tllini .. :,) I j. , H '", of \ /.).-\. I,;', 
.. o w r I .... ' i~l,lf\a "" y . Allti ~u ,1 .: ~ 
,J lld il i{'11 I , . OUl' , :r,i •• 1 . Over a mJ 
.11> ..., V~· I Jui ui nq h; ~ l \1unl..:-(part .... 

th., II/,,[lrr~ , h~II ; 11 ., ~ ., i ~ 1 il . : '" 
1.:r lol\; "; ,11 " ~,>i~.I.Ho;;{· j1 lf '9r.1m~~' I 
~ 1 1 t. ' bHI" I'" '·. ir. h 'l! , Ii,,: .. !')un l, , '" 

11i) j~'lU'II'~1 l lt \· :"·I·, i .. ~· ... u f t \/I.,) 

IUI.1I ... ~l\Hl ll'qMr'" (S ilO :. ) ')n t' \. , 

tH' ,11 1.,HI'td ~Ii t h L" 'o(11 !Jr"{ , ( ~:J)', 
A',I ;!jU,1 •• nd Dnn1! ,,; ... )·' r"r .J 

11.: ' i"d (I ' two yt.:.l: ~ 10 Hork .110n I 
",ilh th(, SIL(I , T ~ .t.: Jl fOjl' C t w;11 
he.)r lilt' l>"lil ril" ~" , 'I lh~" I\/v 
(')UI \( L' '' P.Jrts fo r II"J "~.lr' ~ af t", 
IIh i d, ore., wi 11 ~ ,:, . r Ihei r 
... 1 l.lI' i,' , . 

I i ll " r 1',11 ~ ---- -
t~' Jf ' ,.!t, r ,,' J 

to J.HU, }I' if t::] 

J,)I)'~. I! ~. 

I pro "r,', 
f· ... ~ I I !", ,' I .; 

2 - 4 

C'h! ;,w.:. A',,-,"n t 
!:lt jll , ~lIC 

1'1\ 

S" , ;'UU 
1'-"' " ", ,' , ~ 1 , i) 'J U 
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. ~2, ~'l,i 
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1'. '1M $4(,;, !.loa 
~2 , t'; I 

I,, ' " ~_),,'h 

• ':~ ,L ~O 

: .' ~\) 
I,':r "~; I ', h 
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rh.B.~· II 

7. Cond uct h~O lfolin ing cour.,c~ at 
toe f o r ore personnl,.' t : 

( ., ) Cour ~.' for ""pr.lii~1 o f $,S.t. MolY l :JilU 
prl)jcc lS (Iocu!. on lending 
prucctlu cs - appra i.s Ais s upervi -
",i oll - r c schf!dul ing-technical 
a~s i 5 l"flee. etc.) 

(b) Course for middle lc,,~1 
manolgerial pers onnt! l of orCs 
including Accountant s and 
Accounting Assistants - ( roc u~ 
on '](counting procedures, 
(ampi lall on r.) f ma ,l.3!lcmcnt i n f orrn.:l 
l ion o f loan supervision 
)y~tcm5 , etc.) 

HOlll !, per diem ol nd travel for 
15 tr.linccs on c.leh COUfse . 

J uly 1980 

3 - 4 

Uud'J\: 1 

2 PH 

( No lund", ,,HI! prt:5~'ntJy .:lV.li l.lblc f (.lf Ph') 'i l' II of Ii, .. , I"flljt'Cl.) 

III. SI ",.ltt'9Y for 1r.'p lcmcntillic,H1 

{il ThoufJ h the project d\!scriptlon (r,nnel( , to t rlc /lrJfctml"md 

cnvi:.alJcs tlH': usc of outside flnoln ciol l olnd nloJn"91.'lttt'n t c)lp.~r[s 

for mak ing l.'v.;lI uoltioflS a nd i!"plcme nloltion pl'lr,s for Tho: prog ra llWl'C , 

it would be ~conom jcal and perha ps mo re cffecd vc if d ful l-ti me 

Bank i n9 I\dv j se! cou I d be rcc ru i tl'd bI;' t he Oolnk Ulo ('Inl role l fo r 

two YC.HS. Thi s would I"i'wlt in con ti nued .'ltt(.lIliuII o f t he 

cx p.;!rt t o this OFt roltionalisation prOlJranmc as an on -lJoin~ 

exe rc lsl!. 

46 

Alliount 

s ,. 000 

$ 5,000 

$50,000 

$60 , 000 
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(ii) l h~' whule abjectlv(' uf thi ~ in ... ,·,o ~\lnl pn...-1l.' I;, ,1I I'H'j"(1 

i~ 11'1 ,": 1 (lw Drc~ .. houltl ~·IfI(.·r9(,"5 ll"II~'r mr- .: I:.lIli "",,, f"r l'(( iI· .,ti()1I 

.:and fin.:lncing uf Small Industric .. , 

A~.,lrl frn!!! rc·ofg.1 n ising lh., orcs, tli.: rn,,;r.ll1,; • .: !. t,,?uld 

illvolv(' if11pruvillq tho! capilbi I i ty of orcs for influ~11 ;:11 

promotions. this strull .. '9Y c .. lls for rCCl'ui tm .. ·n! ,)( ',ev(' n 

c~pcrientl!d SilOs, one to be posted at cac h OFe for" two· 

yeilr pcriud. To make this progr<)r,vnc an O"·90inl] exerci,,!!, 

aneth!!f seven counterparts are req ;Ji r('d 50 tholt (Inc cauld 

be .H l,olcnt:d wi In each OFC on a perm.>nent ba'5 is. But the budget 

undt'r thc project will not permi t Ihe irnplemclltal i O.n ur such 

a progranl'lIC in all Ihc OFCs at the s,)~ I i....c. Helice, the b~Sl 

courllo.: unJcr the cirCumlll.lnCes wi II be 10 ill';:Jlc'llt.' nt the jJr~'J ril rr~llC 

throu9h st.1<)cs in an eff.;:ctive W.1y. One.H IWIl DIC!; rkly bo.: 

chOSen in the f irs: in .. tance where this clerci~(' is IIIU .. t likel, 10 

~ucccl'd ,.IIId J.lte r enl.1ryed to the olher isl .lnd .. dc1po-:udinlj 011 I h<.: 

!h)(' US or the s ituoJtion Ilhl'n .. .orc tUlld~ Do.: comc ,lvail,Iull'. 

It '!IU 7 of t hc. progr,'l1l:'hC, ql('rcforc . o.:nvi"01rJ~·:' !l:';ruilu,cllt uf 

un ly O!1\' l')(pcric l1c cd SIl.O 10 be po-.ilioncd Cill 'l' r "I Domillic" O( 

"nlilJu;, OFC, uul his oJre') o:If opl'(,Jtion will (,.Oy~" t,'Jlh 1110.: i<;laflds. 
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AID Efforts to Expand Output and Emplo~uent 

In the Manufacturing, Tourism and Servic~s 

A. CONSTRAINTS TO EXPANSION 

Six ~rincipal constraints to the expanded investment, employment and 
output have been identified. 

1. n.e Limited Number of Financially Viable Projects. 

The small size of Caribbean markets makes many types of industrial develop
ment financially unfeasible, unless geared toward extra-regional export markets. 
Additional import substitution possibilities will develop over time but are 
fairly limited for the present. Emphasis must thus be placed on developing 
production for extra-region2.1 export markets, and few firms presently have the 
necessary knowledge and skills necessary to penetrate those markets. 

In some cases, however, profitable investment opportunities do exidt but 
are not exploited because investors with the interest and ability to exploit 
these opportu~ities, particularly foreign investors, are unaware of potential 
projects. Investment promotion efforts to date have been meagre. 

2. Lack of Entrepreneurial and Managerial Capacity • 

. \s in many developing areas, West Indian entrepreneurial and managerial 
skills are in the short supply and tend to be centralized in the agricultural 
and commercial sectors. Foreigners have partially filled this shortage, but 
a considerable gap remains. Caribbean Governments have little capability to 
undertake the entrepreneurial function and should be discouraged from doing so. 

3. Limited Resource Base. 

Because the region has limited natural resources, Caribbean industry is 
heavily dependent on imported raw materials. In many cases skilled labor is 
also in short supply. 

4. Use of Inappropriate Technology. 

West Indian economies do not exhibit the degree of economic dualism found 
in many African, Asian and Latin American developing cO/lotries. There is, 
nevertheless, a marked inequality in the distribution of the capital stock, 
and, of course, considerable labor resources are unemployed. Three factors are 
largely responsible. First, investment incentives, interest rate and tax 
policies distort factor prices somewhat in favor of capital. Second, investors 
may frequently be unaware of financially attractive technical alternatives which 
are more labor intensive. Finally, the financial system, as in most developing 
countries, does not adequately serve small businesses which tend to be more 
labor-intensive. 
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5. Difficulty in Obtaining Credit. 
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Although in some territories there is little liquidity in the banking 
system, the problem more often stems from the manner in which the financial 
institutions operate. Commercial banks tend to be conservative and restrict 
lending to establi~hed customers and to agriculture, commerce and consumer 
loans. Because of their dependence on short-term deposits, banks arp. hesitant 
to lend heynnri three years. These terms and conditions may be too restrictive 
for many new or expandjng industries. The DFCs, which have special lines of 
credit for small businesses, in most cases have not proven to be effective in 
administering these programs. 

The lack of foreign exchange is a related problem which constrains 
business operations. Particularly in Jamaica and Guyana, the lack of foreign 
exchange has caused businesses to cut--back operations because they were unable 
to obtain imported spare parts and raw materials. 

6. Inappropriate Government Policies. 

In several countries frequent changes in policy or antipathy on the part 
of Government leaders toward the private sector have established an investment 
climate which has discouraged investors and encouraged the emigration of local 
businessmen and professionals. Some foreign investors may have been frightened 
away not only from the territories involved but from the Caribbean in general. 
Studies by the World Bank and others have emphasized the negative impact that 
uncertainty about economic and political policy has had on investment and urged 
all Governments to adopt more constructive postures. 

The influence of investment incentives has been positive, and these 
policies, with some modifications, should be continued. The program of providing 
factory shells for rent within industrial estatcs has been effective and requires 
expansion under improved physical and financial plannfng and management. 

B. SECTORAL STRATEGY 

AID's basic objective in the manufacturing and service sectors is to 
increase the employment and income of the poor by absorbing workers into 
productive activities in these sectors. This in turn requires appropriate 
polieies and programs which stimulate investment, particularly in lc.oor
intensive activities. 

AID's effort to create those polic.ies and programs, this project being an 
integral part thereof, can best be explained against the six constraints 
identified in the previous section. 

1. The Limited Number of Financially Viable Projects. 

The size of the Caribbean market can be increased over time as income and 
purchasing power grow, but this will have only a marginal effect on the viability 
of projects in the next decade. In the meantime emphasis must be placed on 
producing for export markets. Basic training and technical assistance for 
firms wishing to enter export markets can be provided under AID's Regional 
Development Training project while technical assistance will be provided under 
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this project. 
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This project also provides assistance to perspective exporters through 
the development of additional industrial estates. Although factory space in 
industrial estates Wi:l be available to firms producing for the domestic and 
CARICOM market as well, rental space is particularly important to foreign
owned export industries since these firms frequently prefer not to own overseas 
property. 

Several efforts are being undertaken to increase investors' awareness of 
profitable opportunities which do exist within the industrial sector. First, 
under the previously authorized Employment/Investment Promotion Grant, the CDB 
will provide the services of a development banking specialist to assist the 
participating DFC's and commercial banks. Second, under the grant portion 0f 
this project, a Small Business Advisor will be assigned to each participating 
financial intermediary to assist potential investors in the development of 
their projects. Third, profitable investment projects will be identified and 
publicized by the TRF and through CDB/CIDA/IDB feasibility studies. Finally, 
the CDB will itself initiate a more agressive program of identifying potential 
entrepreneurs and profitable industrial projects. 

2. Lack uf Entrepreneurial and Managerial Capacity. 

To increase entrepreneurial and managerial capacity, AID will provide 
both training and technical assistance. Training will be provided through 
specially organized and designed seminars under the recently authorized 
Regional Development Training Project. It is anticipated that seminars for 
small business and those wishing to form small businesses will be held in each 
of the LDC's to familiarize entrepreneurs and managers with simple procedures 
of organization and management, financial planning and control, inventory 
control, pricing, obtaining credit, purchasing and marketing. Regional 
seminars are planned to assist more firmly established businesses to expand 
into new lines and new markets. 

3. Limited Resource Base. 

Although natural resources obviously cannot be created where they do 
not exist, efforts can be undertaken to better manage existing resources and 
to exploit resources which are presently neglected. Most important among the 
resources requiring better management are the marine resources, beaches (a 
principal resource for tourism) and timber. Although AID has no Caribbean 
program in these areas, consideration will be given in FY 1980 or 1981 to an 
environmental program including these components. 

Programs which lower the cost or improve the quality of local resources 
can increase the profitability of investment. Opportunities may exist, for 
example, to tap local, renewa~le energy resources and thereby lower the cost 
of power in the future to the industrial sector. A project tc explore these 
opportunities is now being planned and will be authorized in FY 1979. 

Given the limited physical resources, the major resource utilized in most 
West Indian manufacturing will be labor. Improving the quality of this resource 
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will thus encourage increased investment and employment. To better prepare West 
Indians for productive roles in society, AID is financing major education and 
L,gining programs. Several AID programs designed to improve health conditions 
will further enhance labor productivity. 

4. Use of Inappropriate Technology. 

Several acUvities .:Ire being assisted to enclJurage the utilization of more 
labor-intensive technology. First, the CDB is being assisted under an existing 
AID grant to establish a Technology Information Unit (TIU) within its structure. 
The TIU will provide information on alternative technologies to public and 
private sector investors and will review loan requests to the Bank for the 
appropriateness of the technology to be employed. The same grant provides 
assistance for the establishment of a Technology Research Fund (TRF) which will 
finance pilot research and demonstration projects to encourage the utilization 
of more appropriate technologies. 

AID is also making available special lines of credit for labor-intensive 
enterprises and providing technical assistance to (he financial institutions 
administering those programs. Credit of this type is provided under AID's 
Agribusiness Development Loan (538-T-007) as well as under this project. 
Technical assistance for the financial intermediaries, will also be provided 
so thClt they might improve the effic.iency of their operations. 

5. Difficulty in Obtaining Credit. 

The proposed project is AID's principal effort to increase the availability 
of credit to the manufacturing sector and particularly to the small business 
connnunity. The project not only provides needed creJit but incorporates several 
important changes in the policy and procedures of the financial inte~ediaries. 
These include increased use of commercial banks CIS i,termediaries providing 
medium and long-term indust~ial financing coupled with changes in the role of 
commercial banks to make them more development oriented; changes in the 
interest rates charged for industrial loans by the remaining DFCs to increase 
their income and reduce subsidies to DFC clients; changes in the pricing 
policies of the industrial estates to tliminate rental subsidies which are a 
drain on Government resources; changes in the CDB's heretofore passive 
attitude toward direct industrial lending; and changes in CDB's policy on 
financiug of working capital. 

The shortage of foreign exchange is alleviated by all AID projects to the 
extent that these projects provide dollars to finance either local costs or the 
dollar costs of goods or services which in any case would have been imported. 
However, the increased fore:.f.gn exchange available is often allocated by 
Governments to public sector usp.s and has little impact on the private sector. 
A program such as is proposed in this paper can, however, directly increase the 
availability of imported capital goods to the productive sectors. RDO/C is 
also studying ways in which CDF resources could be used to alleviate this 
constraint. 
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6. Inappropriate Government Policies. 
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Government policies detennining investment climate are not a variable 
that AID can influence directly. However, AID will continue to support the 
CC·CED and the efforts of the World Bank, the IMF and others to draw attentlC'n 
Lo this factor. Further, through the various AID efforts to assist the 
indigenous private sector, that sector should gradually become a more effective 
advocate of its own interests. 

Industrial estates and factory shells, an infrastructure area into which 
previous AID funds have gone, are of particular importance in the Caribbean 
because of their value in attracting foreign investors who bring much needed 
technical and managerial skills. The World Bank recommends expansion of this 
program in many of the islands. The proposed project wiL'. permit financing for 
the construction of additional industrial estates and technical assistance to 
improve the manner in which they are managed. 
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FINANCIAL SYSTEMS IN THE CARIBBEAN 

A. OVERVIEW OF THE ~YSTEM. 

The economies of the region are mixed, wi th both the public and private 
sectors playing important roles. The countries vary greatly in this respect, 
however, with Guyana having assigned the most important role to the public 
sector. This review will concentrate on investment activity in the private 
sector, which is the dominant form in most of the countries of the region. All 
countries, including Guyana, are interested in expanding private investment in the 
non-agricultural directly productive lectors. 

Both as collectors of private savings and as lenders to the private 
sector the private commercial banks, many of them foreign owned, are the most 
important financial institutions in the region. Traditionally, under the colonial 
system they played a key-role in thedevelopment of the agricultural export sectors 
and the import trade. As the economics of the region have developed over the past 
thirty years the commercial banks have entered many new fields particularly 
tourism, manufacturing, and personal installment credit. The involvement in tbd 
financing of food crops for domestic production has also increased, and efforts 
are being made to participate in the financing of small holder agriculture. 

The private commercial banks have a long and broad experience in the 
region. In more recent years Candian and U.S. banks have established offices 
in many of the countries of the regio~ and there are now a large number of 
banks serving even the smaller territories. Competion for loans and deposits 
has increased. Some of the newer banks establishing themselves in the region 
had more progressive management, and this has had an effect upon the other banks 
operating in the region. 

While changes have taken place, the banks, with their heavy dependence 
on domestic deposits with a maturity of one year or less and with the volatility 
of deposits associated with high dependence on external trade and capital movements, 
have been reluctant to extend medium and long term loans. Moreover, with the 
li~ited development of the manufacturing sector, it was considered more prudent 
to reserve whatever medium term lending was available to the real estate and 
installment sector categories. More important, the experience, training and 
organization of the banking sector had so long been oriented toward the 
distrib~tive sectors, the banks have been reluctant to shift rapidly to the newer 
sectors, p~rticularly manufacturing. 

In manufacturing and tourism, the banks continued to focus on short-run 
liquidity analysis, which gives an edge to the well established larger business 
enterprise with excellent credit records. Small and medium scale enterprise 
in these "high risk" sectors were not easy to incorporate into the banks' 
clientele. Bank staffs have not been trained to assess projects in this area, 
al though it must be recognized that t;leir knowledge of the business rc,mmuni ty 
gives them a head start compared with newer institutions without broaa contacts • 

• Portions of this section are excerpted from Mr. Gerald Alter's report, "A 
Proposal A Caribbean Industrial Finance Facility for Small Scale Enterprises", 
prepared under AID Contract C-BRG-538-79-002. The views expressed, however, 
are those of the Project Team and should not be attributed to Mr. Alter 
without checking the original report. 
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Partly in response to the real and partly in response to the perceived 
limitations of the commercial banks many governm~nts in the region have 
estab1.shed development finance corporations (DFCs), industrial finance corporatio 
and the like. These inst! tutions were established some years ago in C;e MDCs and 
only in the 70's in the LOCs. Tn some cases these governmental entities were 
deBigned to serve larger borro~ers as well as small borrowers in the new sectors; 
sometimes they were designed i,O provide medium and long term finance not only to 
manufacturing but also to agriculture, students and housing. In a few ins~ances 
separate financial corporatiJns were set up to serve the very small manufacturing 
sector. 

The experience with these institutions has been mixed, although 
virtually all have had serious financial problems. (Seelnstitutional Analysi~). 
Governments have been reluctant and 30metimes unable to provide equity capital 
sufficient to cover operational needs for even a few years ahead. Lending 
decisions have frequently been rnqde under political pressure. 

Government financial insti tutions serving a broad spectrum of business 
clients must necessarily be extendiug loans to enterprises whose owners are 
among the more affluent members of the society. It is not easy to justify the 
losses incurred in lending to such enterprises in the region's current political 
envirlnment. This makes it doubly difficult to rehabilitate and restructure the 
finances of government-owned institutions which find themselves with severe 
fil,ancial :lroblems requiring the immediate injection of new equity capital and 
the provision of cash resources. The fact that DFC interest rates have been 
subsidized (usually fixed at 8%) has increased the political pressures influencing 
credit allocation and decreased the income below levels the market would support. 

The government-owned DFCs which operate in the LOCs of the region have 
particularly serious problems calling for immediate solution. These problems 
have been thoroughly analyzed in a recent study commissioned by AID, "Employment 
Generation Through Industry and Co~~erce". The countries covered include the 
Leeward and Windward Islands and Belize. While these DFCs suffer from a wide 
range of deficiencies, they have an underlying weakness stemming from the limited 
size of the markets served, present a~d projected, and the relatively high cost 
of serving such markets through specialized credit institutions. 

In evaluating the financial system serving non-agricultural directly 
productive enterprise in the region it is useful to distinguish among three 
groups of borrowers: (1) large alld experienced enterprises, both domestic and 
foreign, which mayor may not have their experience in directly productive 
sectors but which have gained the full respect of the commercial banks and have 
an excellent credit record, (2) small and medium scale enterprises controlled and/ 
o~ managed by persons with some business experience, usually no record of 
performance in manufacturing, but with contact with commercial banks as 
borrowers, and (3) small scale enterprises with little if any business experience, 
being promoted by persons having only little net worth and no experience in 
borrowing from the commercial banking system. 

B. LARGE ENTERPRISES 

This first group is served well, having access in the commercial banks 
not only to short term working capital loans but also medium term finance for 
covering their fixed capital requirements. Most of these enterprises are able 
to obtain five year term loans and many are able to repay on the basis of a 
ten year amortization schedule with high probability of renewal for another five 
years at the expiration of the first five year term. 
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The interest rate on these term loans is not neces&arily fixed, the 
lender frequently having the option to increase the rate at the beginning of each 
year, depending on market conditions. Most of these borrowers enjoy prime interest 
rates, presently 8 - 9%. The larger foreign and domestic enterprises in this group 
also have access to Joreign c:lpital via their banks for medium term export credit 
for capital equipment. 

Domestic enterprises in this group or the domestic partners of foreign 
enterprises would presumably have greater difficulty in mobilizing the equity 
contribution which would be required in a booming investment environment, but 
there are regional institutions having the authority to provide such requirements 
(COB and CIC). 

With respect to this first group, when the indivirlual investm~nt 
project w(·ulf! calJ for resources in a volume beyond the capacity of a single 
commercial bank in the area, there are regional and international sources of 
term finance and equity, including the COB, lOB, IBRD and IFC. If projects 
require even longer terms than the commercial banks can provide, these 
institutions are available for meeting the needs of large undertakings. This 
is true even for !countries in which, because of perceived country credit risks, 
foreign private credit is not generally available. The recent IFC investment in 
Guyana is the most notable example. 

Many of the finns (including foreign enterprises) capable of entering 
the export markets fall in this first group. There is a growing consensus in 
the region that the expansion of manufacturing oriented to exports is very 
important in the near term for creating employment opportunities and easing 
balance of payments constraints. If promotional activity already initiated 
in many of the countries of the region and designed to attract foreign enterprises 
meets with success, there could be a SUbstantial increase in the demand for loan 
funds by this first group. In some fields - hotel construction for example -
recour.~e for a substant ial part of investment funds to local financial 
insti~utions is customary. Hotel construction, however, has not been taking 
place on a large scale in the last few years. Foreign enterprises of the type 
attracted to the region are accustomed to lease rather than construct factory 
buildings. 

The CDB will wish to keep under continuing review the financial needs 
of this first group of business enterprises which can appropriately be filled by 
the direct action of the COB itself or allied regional and international financial 
institutions. Joint or parallel financing arrangements with commercial banks and 
other institutions should be considered if the need arises. 

C. EXPERIENCED SMALL AND MEDIUM SCALE ENTERPRISES 

Firms in this group already in the manufacturing field, recognized to have 
a high level of business competence, adequate collateral, are probably doing 
reasonably well in obtaining access to short-term credit so long as overall 
credit conditions in the country concerned are not tight. However, the banks 
generally do not ~rovide the longer term credit (beyond five years) necessary for 
plant expansion or new projects. Banks are understandably hesitant to borrow 
short and lend long. However, leading bankers have indicated a willingness to 
lend on longer terms if banks themselves could obtain funds on a longer term basis. 

For the new firms in manufacturing, greater difficulties are being 
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encountered. It is not easy for such firms to obtain credit on adequate terms, 
including a long enough period of grace on principal repayments to ease the 
cash flow during the start-up and initial market penetration period. The banks 
are often unwilling to grant five to ten year loans to this group, and the 
renewal of overdraft facilities in the case of a c~edit squeeze is more in doubt. 

Given the difficulties which these enterprises face even when reasonably 
well manabed, it is important for them to have access to permanent working 
capital on a medium term basis. This is seldom provided either by the commercial 
banks or the DFCs and is cited by the World Bank as an important constraint on 
industrial growth. Strengthening of financial mechanisms to serve the needs of 
this second group appears to be important principally in Antigua, Barbados, Guyana, 
Jamaica, and St. Lucia. Assistance in project identification and preparation as 
well as improveruents in the administration of the incentive systems, would benefit 
this group of business. 

D. INEXPERIENCED SMALL SCALE ENTERPRISES 

It is even morp. important that this third group have access to term 
finance, with perhaps even longer maturities and periods of grace. This group mus1 
also gradually gain business experience and have access to training and technical 
assistance. 

Providing finance to this third group on appropriate conditions ie very 
costly, and it requires a high level of organization, coordination, and 
management skills among the financial institutions and oth~r bodies which will be 
providing technical assistance. Adequate delivery ~ystems have not yet been 
established in most Caribbean territories with the result that the needs of this 
group are not being met. 

The risks as~ociated with lending to this third group are so great that 
profit-seeking financial institutions can seldom be induced to participate in 
programs serving the group even under cledit guarantee programs. It is usually 
not politically feasible to charge the interest rates required tn rn"e r ~osts, 

including the charges required to build up reserves to cover the high rate 
of default which must be expected on such loans. DFCs, which have nttempted to 
serve this group, hnve been charging only 8% interest to small borrowers. 

Under existing conditions private banks operating in the region cannot 
be expected to deal with enterprises in this third group. If the private banks 
become the only financial intermediaries available, it becomes increasingly 
critical that the inexperienced small scale enterprises have ready access to 
training and technical assistance to help them to reach the degree of maturity 
that the commercial banks require. 
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expans i on of . .. 11 s.nd .edl~ 
I nd us tries . 

Yl nanc lal Ins titutions viII 
be ac tive In sub-loan pro
IIIO tl ona l e ffo r-t s. 

Capsb l e personnel viiI be 
hired by flnanclsl institu
tions t o ? rovlde an assilDed 
count e rpart s ur port to con
t rac t TA pe :rsonnel . 

A •• ~t10ns for P~vtdln& 

Inputs: 

Seeded Input s vi I I be .. de OD 
a ti.ely basta. 

.. • .. 
• 
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SUMMARY OF SELECTED POSSIBLE CDB/AID INDUSTRIAL LENDING ACTIVITIES 

IN SIX LDC'S - FROM 1979 to 1983l / 

DIRECT LENDING Loan !\rnounts and Year of Corrunitment1/ 
US$OOO 

'79 '80 '81 '82 TOTAL -----
Industrial Estates 565 895 1645 1510 It:., 1 r:. 

LotV.1.J 

Industrial Projects 304 1497 871 1998 4670 ---- -----
Sub Total 869 2392 2516 3508 9285 

ON-LENDING 

Industrial Credits 445 600 1300 910 3255 
TOTAL 1314 2992 3816 4418 12,540 

!I Source IBRD Island Reports March 19, 1979; Belize, Dominica, 
Montserrat, St.Lucia, St.Kitts and St.Vincent 

1/ No lender has been identified 

~/ Some projects are duplicates of those indentified by COB 
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ILLUSTRATIVE LISTING OF POSSIBLE LOC INDUSTRIAL LENDING ACTIVITIES 1..1 
US$OOO's Project Year of 

2/ 3/ 
Activity Co u.!!.!..!:1:: Loan Amount- Coun te rpa rt Total Commitment Status 

Di rec:t Lending 

lI;dust ria 1 
Estales 

30,000 sq.ft Dominica 395 45 440 80 Concept only 

N.A. Belize 510 510 82 COB to be 
approved 

25,000 sq.ft Montserrat 435 435 79-80 Feasibility 
Study completed 

32,000 sq.ft St.Lucia 1,185 1,185 80-81 Shells being 
designed 

N.A. St. Kit ts 130 130 79-80 
Continuation 
of project 

85,000 sq.ft St.Vincent 960 240 1,200 81-82 Extension of 
prngram 

190,000 sq.ft Antigua 1,000 110 J ,100 81-82 Request to 
COB 

SUB-TOTAL 4,615 395 5,000 
Direct Lending Contd ... 

Industrial ProjQct~/ 

Pilot Wood 
Working Dominica 41 41 79 TRF 

Intermediate TRF Feasibi-
Tech.Bldg lity Study 
Materials Dominica 83 11 94 79 completed 

Knitwear Dominica 535 43 578 80 
Feasibility 
Study completoo 

Coir 
Feasibility Extracting Dominica 463 36 499 80 
Study to bl;! oone 

Paper con-
verting Belize 160 15 175 79-80 COB approved 

Knitwear Montserrat 104 104 80 
Feasibility 
Study being 
Conducted 

Leather work Montserrat 1I5 215 79-80 
Feasibility 
Study completa:l 

/COntd ••••. 
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Project Year of 
Activity 

2/ 
Country=--

3/ Loan Arnount- Counterpart Total Commitment Status ----
Direr.t LL·nding Industrial 

4/ /Contd .... - ProJects-

Crafts 
Project Industry St .Lucia 97 97 81 
identified 

Free Zone St .Lucia 1,400 600 2,000 82-83 Feasibili ty 
Study in pro-
gress 

Handicrafts 
Project Program St. Vincent 224 224 81-82 
identified 

Free Zone St.Vincent 200 200 80 Project 
identified 

Industrial Harket Study Lime Antigua 1,000 250 1,250 81-82 
completed 

HandicT2ft 
Project Center Antigua 148 148 296 81-82 identified 

SUB-TOTAL 4,670 1,103 5,773 

On-L:'ndiil t2 

1/ 

2/ 

1/ 
4/ 

Industrial 
CDB to be Credits Dominica 445 445 79 
contacted 

Industrial CDB Credits Belize 1.510 167 1,677 81-82 con-
sidering 

Industrial 
Con tinua tion Credits St.Kitts 200 200 81-82 of program 

Industriill Con rinuation 
Credits St. Vincent 1,100 1,lIJO 80-81 of program 

SUB-TOTAL 3,255 167 3,422 

TOTAL 12,540 1,665 14,195 

Source IBRD country position and projects reports March 16, 1979 

The Grenada Report did not identify any Industrial projects but did indicate 
continued growth in the Industrial Sector could be expected. 

No source of these funds has been identified 

Projects under $150,000 are recommended to be financed under the on-lending program 
of the appropriate financial institution 

6 J 
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seFT RESOURCES 
PROJECTED APPROVALS, (':"./". I TMNTS, uIS:," '<\,'T~ (1978 - 1982) 

(USS' 000) 

1978 1975 1980 1]01 

App rov- Corrmit- Olsburse- I ApD rov- COWl I t- DIsburse-I:; _,r;-,... Cc.-:v-. i t- Di sburse- ('I'D rov- :omnl t- 01 sburse-
als rrents "rnents a I s ~nt5 I'"'\en to; . ~ i '. nent'S men to) als I'T'It.!n t 5 men t~ 

I. AGRICULTURE ~~5~7,991 7,140 9,266 10,708 I i ,t:J P,33 8 10 ,2 II, 8~~fl 8,939 I 
MOC 1 ,008 91,6 59 4 357 6)0 793 I , ,:~ l,57B 99~ 2 ,453 2 ,193 1 ,384 

lOC 10,192 10 ,t> 19 7,397 6,7B3 8,636 9,915 6.1 it> 6,760 9,215 6,0 11 7 6,135 7,555 

Regional 

2. TECH~ I CAL 5,760 7 ,~5b 6,000 5,28e 6,39G 8,699 • ,I:.u 4,644 7,168 3,2l10 3 690 5 351 

HOC 31~ 360 105 451 233 69 
lOC 5,760 7,641 5,640 5,2 BO 6,291 8,21,8 ~ ,I ~O 4,6 LI, 6,935 3,2QO 3,690 5 ,2 !l2 

Regl _lal 

3. INDuSTRY --1.L0_D __ ~ ,1 5< 3 ,132 3,6~O 3 ,I, R 1 4,309 1 .. 10 2 ,0 Q! 3,561, 4,620 3,520 3,007 
HOC 1,92 ~'" 273 ;>05 379 I ',9 2,)0 6', 7 308 220 0) 

lOC (,1,0 7,651 2, A50 3, Gso 3 ,258 3,9 13 I 1,110 1 ,~I,6 3 ,253 3,973 3,132 2,775 
Pegional 60 36 9 18 17 6 21 12 ,.. EPAO 1,260 1, i 2 I 1'65 530 8 I 7 I ,1"6 

I 2,.20 1 ,617 1 ,181 I 1 ,',UD 1 ,559 1,361 
MOC 75(, "eo 61 7 I, 279 80 

\ 
133. 178 F] 1 112 114 95 

lOC ~O~ 641 801, 456 538 1 J 06(- I 2,c87 1 ,1; 39 1 ,rSR I I ,288 1 ,445 1,266 
RegIonal I 

\ 17~6S0 I 

,5. TOTAL 19,420 23,81 I, ' I ,980 16 ,80 a 19,960 24,862 116,030 1 t ,600 22,127 17,097 18,658 
110(' 2,256 2,2J6 I ,~88 1,31 1,2 19 1 ,703 I 2,.17 1,'105 i ,605 I 3,2: 2 2,695 1,768 > 

'::l 

lOC 17,10/; 21 ,572 16,691 16,369 113 ~613 14,4E.8 11',1,02 16,87R 
::l 

i 8 ,723 23,11,2 14,709 20 ,501 "' x 
Regional 60 36 9 18 17 6 21 12 ...... I 

<: 

w 
a-
w 
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ILLUSTRATIVE LISTING OF SELECTE=D~C~D~B~P~R~O~P~O~S=ED~ __ ~;L=E~N=D~IN~G~A=C~T~I~V~IT~I=E~S 

ACTIVITY 

DIRECT LENDING 

INDUSTRIAL ESTATES 

190,000 sq. ft. 

100,000 sq. ft. 

190,000 sq. ft. 

20,000 sq. ft. 

25,000 sq. ft. 

Building Mnteria1s 
Hydrated Lime, 
8,000 Ton Annually 

Paper Conversion 
Tissue 

Construction 
Hotel expansion 
(JABWOCK) 

Box Fabrication 
(Cardboard) 

Sugar by products 
(Confections) 

COUNTRY 

ANTIGUA 

BELIZE 

BARBADOS 

ST. KITTS 

MONTSERRAT 

ANTIGUA 

BELIZE 

ANTIGUA 

DOMINICA 

ST. KITTS 

US$OOO's 
PROJECT LOAN 

LEVEL ]) 

1.0 

1.5 

2.5 

.25 

.3 

1.2 

.16 

.35 

.15 

.30 

7,71 
I 

YEAR OF LOAN 'I 

COMMITMENT 

I 

AUG 1979 

LATE 1979 

1979-1980 

1980 

1980 

1979 

1980 

1979 

1980 

1981 

COMMENTS 

Prefeasibi1ity study 
is currently being 
reviewed 

Dependent o'f 'expected 
occupation of existing 
facilities 
Ongoing program funds 
not identified 

In preliminary planning 
stages 

Projected project of 
the GOM 

Project proposal being 
reviewed by COB 

Prefeasibi1ity study 
completed 

Project un~~r review 
by CDB 

Projected by the GOD 

Preieasibi1ity study 
cump1eted 

~ A source of funding has not been identified. AID loan 538-L-003 is fully committed 



Sm 

ACTIVITY 

ADDITIONAL ----ON-LENDING 

all Industry 

DFC 

DFC 

DFC 

DFC 

Commercial Banks 

':mall Inoustry 
Credits 

COUNTRY 

I 
PROJECT LOAN 

LEVEL 

BELIZE .5 

ST.KITTS .2 

ANTIGIJA .4 

DOMINICA .3 

ST. VINCEN1 .5 

GUYANA 1.6 

GUYANA 3.0 

Page 2 of 2 

YEAR OF LOAN COMMENTS 
COMMITMENT 

1979 Pending CDB Review 

1979-1980 Pending adjustment to 
DFC Management 

1981 Projected· CDB Staff 
estimate 

1981 Projected CDB Staff 
estimate 

1979 Pending Application 

1979-1981 Project team estimate 

1980 CDB Presently review
ing, staff estimate 
Agri/lnd Bank 

65 

, 

Small Indus try 
Credits 

BARBADOS 2.5 

9.0 

1979-80-81 Project underdevelopment 
Staff estimate Develop
ment Bank 

Sill-fMARY 

DIRECT LENDING 
ON LENDING 

ADJUSTED TOTAL 
DIRECT LENDING 
ON LEN:lING 

3) 

7.71 
9.00 2) 

16.71 

3-.86 
4.50 
8.36 

SOURCE: Unpublished data of CDB's project Department 02/28/79 

2) This total excludes projects (salt, cement, flour mills) which are too large 
to be considered feasible for this project funding levels or may be developed 
with funds of the Agro/Industry Loan 538-007 A & B. 

I 
not materialize on slippage .1_ 3) Reduction of50i to compensate for projects which may 



CALCULATION OF INVESTMENT PER JOB CREATED CUT-OFF POINTS 
FOR ELIGIBILITY IN WORLD BANK'S URBAN POVERTY PROGRAM 

1977 FIGURES 

Pop. 
GOP/Cap-V 

Investmen2/ Participat~~n GDP/Cap.~ haximwn Cost (1977 dollars) 
lQ.QQl Rate (lR)- Rate ~PR2- PR Eer 15 ~ear job eguivalents 

Guyana 770 560 18.5 .314 330 4,950 
Jamaica 2,017 1,150 21.0 .337 717 10,760 
Barbados 250 1,490 21.5 .326 983 14,740 
Belize 130 810 31.9 .326 792 11,889 
Antigua 73 890 17.7 .326 483 7,248 
Dominica 77 410 21. 5 .326 270 4,056 
Grenada 1u5 480 15.8 .326 233 3,490 
St. Kitts/Nevis 50 650 16.9 .326 337 5,054 . 
St. Lucia 106 580 49.7Y .326 884!!./ 13,26~.l 
St. Vincent 103 330 26.0 .326 263 3,948 
Montserrat 130 745 38.7 .326 884 13,266 

IBRD figures 

Rate of gross domestic investment as reported by World Bank 

]j 

1:/ 
1/ Participation rates for Guyana and Jamaica are from Wo~ld Bank study on eligibility criteria for its 

Urban Poverty Program. As the Mission did not have reliable figures fo~ other countries, it was assumed 
that the participation rates were the average of the Guyana and Jamaica rates. 

!.!..1 The St. Lucia investmer.t rate is distorted by the large Hess Oil investment. 

http:GDP/Cap.xR


'Q1~ FJIPl oyrren!~!fect of Eri~t~ 

c;o13I}~F~_S~!l_ In~!ry_~Cr~~~tE~am 

Ihe principal L'Uicie to the f'Irployrrent effects of the proposed 
extension of $3.9 Ini.ll ion in credit through local financial intenred
iaries to STIRll ;md He~iUm sued f:'1l1:erprue is the performance of past 
CDI:i/DFC progrcIl'>s. '111e econanic effects of those programs are SU[IIIErized 
in T,illle III A. The table, which is based on loan applications rather 
th;m ·ex. post evaluation, shcNJs that 152 invest::rrcnt projects were 
fil1<IDced at a total cost of approx:irJBtely $1. 5 million. The borrowers 
anticipated that the projects wDuld create 435 penranent jobs. 1he 
iilW~SL1!L'I1t/p(:!T'.m(!.Llt job* created would thus be about $3,500, 

This cSlirrnLe should be adjusted in two ways. First, according 
to an AID consul [,mt \J.1o ,Qsi Led each of the I,OCs, actual T1Ui:Iber of 
jobs crcatv1 h2s riot reached the projected levels. Second, the prices 
sf1cn.(ld .be c..>q.h·('ssed in 1979 dollars. If we assure actual ~loyrrent 
to be only 75~~ of t:ha.t projected Lmd a 20~~ average inflation since the 
iJ1VCSG!CfIts occurred, the investrlEI1t cost per worker in 1979 dollars 
would be a?pro)~tely $5,700. 

TABLE 1I1-A 

TOTAL TOTAL 
NlP.1BER OF VALUE OF INVESTH:ruT PERMANENT LOAN INVESTHEN1 
n.rvESTMENT DFC LOANS COST JOBS VALUE PER PER JOB 
PROJECTS 11LS$000) __ tus~OO0.L CREATED ~~J!lS $) _~USll __ 

Antigua and 
Earouda 7 79.5 92.3 20 3,977. 

Belize 75 422.0 518.0 139 3,035 
IJc·minica 7 89.1 90.9 41 2,172 
Montserrat 10 99.0 103.4 15 6,600 
St. KittsiNevis/ 

Anguilla 5 38.4 43.3 11 3,495 
St. Lucia 12 135.7 149.3 52 2,610 
Turks (" Caicos 5 84.2 84.2 24 3,508 
St. \'incent 31 363.7 461.5 133 1~734 ---

152 1,311.6 1,542.9 435 3,015 

--

SOURCE: CDB's quarterly report on AID Loan 538-T-001 and 538-T-003; 
August, 1978. 

*''Pennanent'' is def:ined here as equal to "the life of the capital 
assets and is assuaed to average 15 years. 

4,615 
3,726 
2,218 
6,896 

3,933 
2,870 
3,507 
},470 

3,547 



Evaluation of Existing AID/COB 

Financed Industrial Estates* 
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Investment in industrial estates of $4.4 million generated approximately 
$6.5 million of additional investment in machinery and equipment. These 
investments resulted in permanent employment for some 2,006 workers. The 
physical plant cost was thus approximately $2,200/worker, the average invest
ment in equipment $3,200/worker, and the total average fixed investment 
$5,400 per permanent job created. However, these figures are underestimated 
in 1979 prices because the underlying plant and equipment costs were incurred 
over the period 1973 to 1978. To translate these figures into 1979 dollars 
it was assumed that the average investment occurred in 1976. Total investment 
in 1979 prices is estimated at $18 million and the average investment cost 
per permanent job created in 1979 prices was approximately $7,200. These 
figures do not take into account the temporary employment generated during the 
construction phase or the indirect employment generated. 

The impact on GDP appears also to have been impressive. The data from 
the six estates from which sufficient data could be obtained indicate a 
capital-output ratio of 1.3 and a total annual contribution of GOP of 
approximately $10 milliou. Annual (recurrent) expenditures on domestic 
resources total approximately US$3.8 million of which labo~ costs represent 
79%. The size and domestic economic impact of the profits generated is 
unclear because 18 of the 26 firms are listed as foreign owned, and it is 
not known to what extent profits are repatriated or reinvested. 

Government revenues generated by the increase i.l economic activity are 
limited since virtually all the firms occupying the estates enjoy exonerations 
from import duties, income tax holidays and other investment incentives. 
Such additional fiscal revenues as are generated result primarily from the 
increased personal income taxes paid by otherwise unemployed or underemployed 
persons. Rental income (about $300,000/year) and taxes on the suppliers of 
raw materials also add to the government income. On the negative side, 
Governments must service construction loans (about 325,000/year) and 
maintain the building and grounds. Despite the fact that the estates 
themselves are subsidized, the net fiscal effect is certainly positive. 

Despite the liberal import policies enjoyed by most firms in the 
estates and the limit.ed use of local raw materials, tt_ net balance of 
payment effect is highly positive. Total direct imports in 1978 by the firms 
in the estates surveyed was approximately $5.0 million. Locally procured 
goods also have a high import content. The import content of energy, 
transportation and other goods and services procured locally may be as high 
as 50%. The import content of construction is estimated at 25%, and 
virtually all capital goods are imported. The overall direct and indirect 
import content of production is probably in the neighborhood of 60%. The 

* This Annex is based on a study conducted by Clapp and Mayne. 
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net balance of payments effect is, nevertheless, positive because approximately 
86% of the manufactured output is exported. The consultants estimated that 
64% of these exports were to non-CARICOM members. 

Measuring the financial or economic rate of return to the investment 
in industrial estates is complicated by the fact that rental rates have been 
highly subsidized. Thus, as presently administered, the estates are not 
financially viable operations. The total economic subsidy for the presently 
occupied 375,257 square feet of space amounts to about $0.5 million annually. 

As rental rates are not established in a competitive market, they offer 
little guidance as to the economic benefits generated. An alternative method 
for assessing economic feasibility is to consider the industrial estates and 
the enterprises occupying them as a joint project. Data provided by the 
consulting team permit a rough approximation of the financial rate of return 
on total invest~pnt in each industrial site. The analysis assumed that 
(a) the investrnsQt in all plant, equipment, and inventories occurred in 1976, 
(b) firms only broke even in 1977, the first year of operation, (c) operations 
in 1978 are typical of what can be expected over the next fourteen years 
(the life of all capital being fifteen years), and (d) there will be no 
residual valu~ in plant or equipment at the end of the fifteenth year. Based 
on these assumptions, the financial rate of return on total investment would 
be about 35%. Although the project team is dubious about the accuracy of 
the dat~, substantial reductions in the benefits and/or the use of less 
favorable assumptions would still generate acceptable rates of return. 

Consolidated Data for 26 Firms in Five Countries 

In millions of US$ 

Sales 
Export sales 
Employment: 

Production workers 
Supervision 
Management (incl. clerical) 

Payroll 
Rent 
Other local costs 
Total local cos~s 
Imports in goods sold 

2,006 
1,743 

146 
129 

Foreign exchange (earnings & savings) 
Direct contribution to GDP 
Investment in machinery, equipment 
Average inventories 
Cost of occupied buildings 

$15.5 
$13.3 

$ 3.0 
$ .3 
$ .5 
$ 3.8 
$ 5.0 
$10.5 
$10.0 
$ 6.5 
$ 2.5 
$ 4.4 
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TO THE Be'.RO OF GOVERNORS 
CARIBBEAN OEVELOP,'ENT BANK 
Wi I de)' 
St. Mi c hael 
8ilrbados 

ANNEX: VI - 2 71 

I - 5 

Br i dgetolm 
Barbados 

March 1, 19 79 

We have examined the financia l statements of the Ordinary Caplral 
Resources of the Caribbean Development Sank as at December 31, 197.8 , 
and for the year then ended as set out on p<'lges 2 to 16. Our 
examination ... as made in accordance with gen~rally accepte d auditing 
stclndtlrds dnd L1c~ol'ding ly included such tests of,the accounting 
records tlnd ~uch other auditing procedure~ ~s ... e considered necessary 
In the circum s tances . 

In our opinion , the accompan)"I n1:l financial statements examined 
by us present fair y the financia l osition of the Ordinary Cap ital 
Resources of the Car ibbean Deve lopment Bank as at December 3 1, 1978, 
and the results of its operations and the changes in i ts financia l 
positibn for the ye r then ended . 

---:---

1 
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LIABILITIES, CAPITAL AND RESERVES 
II AB I LI TI ES 

'\c.;ounlS pil~.Jble including inter-
fund p.J~ab l es 

~c~ru€'d c hur'gas on oO /"l·o ..... ings 

BOf'ro'" ings - Note G 
le ss unumort i !;;(, d dis count 

CAP I TAL AND RE5ERVES 
Capita l stoc k tSc hedule 2) 

- Note H 

Au t hori sed capital 
Sub ~cr i b~ cap ital 

31,02i) s h.::;res 

- 38,400 shares 
- 31 ,0 27 (1977 -

Les s ca ll ab l e cap i tal ~5,35i ' 
(1977 - ~5 , 357 ) shares 

Paid-ue cap ital - ~,670 l1977 -
S,6iC) shares 

,le ss su~cr ipt ions not ye t 
matureC1 

Subscriptions matur~d 

Ordinary r eser ve s - ~ote . 

• 
mat ur-cd 

Net inc.:wne for the ) e.J r ended 
December 31 , 197 8 - ~ote J 

Special r ese rve - No~e f 

WILLIAM G. DEMAS 
Pre si dent: 

-..J "J-0-\.t., s":';,J,,,,#::w 
JAGDEfSH S I Ei'lRATTAN 

Tre.lsurer 
3. 
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____ --'.l L9 7",8,--_ 1971 

251 66 
- ----

285 184 

18,728 13,944 
171 --_._- _ .. ---

18,557 13,9.\4 
---- - -----

19, 093 14, 194 
- --

1&7,14i ISi,147 

152,947 15:!,947 

34,200 34,200 

459 1 , 122 

33,741 33,078 
1,665 1,375 , 

35,406 34,453 
6,.540 4,266 

1,703 :!,274 

651 423 
----

44,300 41,416 
-----

---- ---.-
$ 63,39) $ 55,610 



C.'O I \j.\RY CAP! TAL RE~OHRCE5 
ST AfE'·IE!ljT OF INC(v.IE AND EXPENSES 

4 5 

f.>r the >E'a ,-~ en-JE'd D;!cambt!r 31, 1978 and 19 77 
€Apl-~'ise d in thousands of United States do llar s _ \jote A 

I NCl."t.IE 

fr-o:u I OoJf1~ _ 

r ntl:rt: ~ C unJ "::flmmitment f~e$ 
Commi ss ion s dnd guara nt ee fees 

rrom inv~':HIIl "'nts - .ll'-:ot e B 
fr~n suco r,JRr> mo ,-tgdges 
f ,-olf! c"c h ", ng~ 
Fr'~n other So urces 

GROSS I NCOI:E 

EX PENSES 
Administ r-at ive e"penses (i) 
Charges on borro~jngs 
l oss on exchange 

TOTAL EXPENSES 

NET I NCOME BEF0RE RESERVE APPROPRIATION 

less commissions und 'guurdf)tee Fees appropriated 
to Spec/a l Resdr~e - Note F 

NET INC(\\IE - Note J 

1, 621 
228 

1, 723 
129 

84 

3,7'5 ---

197 
I, 292 

365 

1,854 

1,931 

::!28 

$ 1, 703 $ 

!97Z 

1, 313 
189 

1,955 
94 

259 
10 -_.-

3,910 -_ .. -

440 
907 

1, 347 

::!,463 

189 --
2,274 
=-== 

( i ) 
Adm i n isb-at i ve e>.penses a r e s hown (;let of expenses a I r ocated to 
Spec i a l Fund s Resources of $1,540 (197 7 - $1,300) and of technical 
assistance contri butions recei ve d o f $226 (19 77 _ SSS). 

'" 
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~~Ol\ARY ~ £PITAl R[S~U~Ct~ 
S r A' /roIENT Of CHANG[S IN f It~ANC I Al POS IT I ON 
r(.r ne years t:nded D~ccmbcr 31, 1978 und 1977 
E .... pl·c!>!',·d In thou s ands of Unitt:d States dollars 

rUNDS PRaV I OED 

Opt:rat ions 
Net InC't,,"c 
Add/{deduct) itwlls not I-equ lrl ng or 

prov-i d i r.g c.:\sh ... 
'\ c cru~l~ of Income on investmcnts, loans 

and de ma nd notes 
Acc rua I s of chargcs on borro ... ' ; ngs 
[h: lJr~c i at i on 

C,I s h pro\' i ded by opel-at ions 

Principal r ,:: pu)'m ~rrts to the'Sank 
Clnd mori.gages II 

Bo rr o ... · ings 
Capi~al s ub s criptions 
Other 

10TAL FUNOS PROVIDED 

FUl.,IDS USED 
hl:.' c ei, ·a bll:' fr'om mt:mbers 

on l oans 

D i s bur sem t:nts on I Ouns, • 
lnc reas e / {d~crt: as e) In l o~ns r~su lt ing 

from ex c hange ru t es fluctuations 
Purchuse of mort gu ges 
(Decrease) in n,ortgdge s resu l t ing from 

e .... change rates fluctu a tions 
('\t her 

TOTAL FUNDS USED 

" CREASE I N CASH AND I NVESTMENTS 

5. 

- Not e A 

1, 703 

( 273) 
101 

4 

1,535 

1, 935 
4,013 

953 
227 

9,263 

1,282 
2,053 

(1,419) 
707 

( 398) 

1,755 

$ 7,508 

5 - 5 

2,274 

( 284) 
39 
4 

2,033 

245 
3,435 

953 

6,666 

(3,62;) 
7,616 

126 
298 

703 

5,116 

$ 1,550 

15 



TOTAL RESOURCES 
BY CONTRIBUTORS 

AS AT DECEMBER 31,1978 

COS'I wccrn In meLl il,"nli U Irmll f,nlneie! 
'rIOUICfJ Ie drvrlop Ihr rconomin 01 Ihr 
CommOn~~Ih Ciltlbunn CoUnl"U. 

("Includes Capitll subscriPtion, lo.ns 
Ind IIrants b~'1 ucludel ReseNel of 
USS6.5m. 

Annex VI - 3 

TOTAL RESOURCES 
USS252.6 I ) 
MilliON' 
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AIIIIEX: VI - 4 

Page i of 12 

HErlOA.AUOUH 

TO: Staff, Projects Department 

rROH: Director, Projects Department DATE: January 8, 1979 

SUBJE~T: Project Administration Organisation 

~n keeping with the alms and objectives of the recent reorganisation 
of th~l Bank, the Projects O£!partmc:nt has bee n look ing In de:pth .1t Its 
Int c~lal organisation In order to evolve and develop odmlnlstretlve syste~s 

.... hlch Nould optimise our output .1nd w~rklng l:nvlronmcnt. The ., ttachcd 
docu~nt ou tlines In broad terms the system which we hope to l mpl c~nt. 

This pupcr Is general In nature and will be developed In detail for 
ultl m~tc Inclusion In the Bonk's Ope r~tlons and Procedur~s ~nu31. Within 
t he Proj ec ts Department we are now working on dC131'ed ~spc,ts of the system 
which will be Issued as operational memoranda from tlma to time os they ~re 
agreed upon ~nd completed. 

Plc~~e feel free to dl~cuss nny ~Jtter or question you might h~ve, 
l'Irlslng out of the paper with the D~puty Directors or myself. 

Attnch . 
lGC/ms 

~)i (.,f..12tlL 
lew Is G. Lf:~~b~l i --
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Pr.OJECTS DEPARTMENT 

PROJECT f,DI1ItJlSTRATION OW'J'.NISt.TION 

1. I n,,"C1cuct Ion 

1.01 I\s., result of th e D .1 nk~wlde rCNQanl Slt Ion w~lch consCl lld1'lte1 the 

Rank's wo rk In project prep<Jratlon • .In.'llysls ,"md supe rvlsl~) (\>ortl. iI.IO -

CDS O"Jilnls.Jtlon Structure). brlngln~ t c.ge thcr all project staff (Including 

03na lysts) under a unified dlrecticm In order t o achIeve better coordination 

and planning and the effective utills,1tlon of all staff (pnrll . 5.02) the 

need to deve lop a ~n3gcment org~nisatlon for the Pr~Jects O~~artmant 

bcc']mc evident. 

1 ,02 This p<lp~r outlines the general structure cf the J:'rc,~oSi:d m.lna;:ement 

system and will be used to guide further c!e t<llled 1'IMlys1s and dcslgn of 

the vari ous f"cets o f the ~ystem. 

1.03 The systcm being pmpcscd Is essentially a matrix f c.. rm cf 

c.rganlsc.tlon which alms to cleorly estllbllsh res r.onslbilities and 

re lMI onsh l ps, recognisIng the need to differentiate bebleen proJ r::ct 

relMlonshlps ,1n~ persc nnel relati ronshipl. 

1.0" It 15 de signed arcund a m.lni"lgement~by-obJ ectlves af.'pr :.l~ ch. which 

will be m(j tlvlltl ona l In the sense (I f r~celvlnc a c~tment by Indlvl dui:lh 

and II\ln,,~er, to llchlevln~ a!jrcOL'!,:l mMsurable t'bjectlvcs. Thc system should 

evcn tu<llly develop the following ch~rDcterlstlcs: 

( I ) 
~ 

OrDQnisational goals with s r-eclf'e~ obJectlvo 

me~su res of performcnce, 

(11) Olscusslon and <lgrC~lncnt be~wc.en mana~crs nnd 

subo rdlnlltes about subordln~tcs' ~~ ls and their 

consistency with oronnls~tlon~1 r~ll. 

(III) Je>lnt review tow.:!lrds achievement elf the ~~rccd 

predetermined goals. 

18 
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2.01 The objectives arc uS follows: 

(i) To plJce rcs~onsibility for administering the 

project cycle firmly at the level of rroJect 

I t;!,ltk; r • 

(II) To reco~nise the different skills and responsibIlitIes 

in the project m~nagcment system. 

- projPct IC<3der 

- specilliist support 

- project sU;)(Hvis(".r 

sectGr~1 cx~ertise 

generul dcvelopM~nt focus 

mUIlr.Demcn t sk i II s 

technical cxpertir.e 

manQ~cment skills 

technical expertise 

(iiI) To cleurly identify ~nd specify the VJri0US levels 

cf resp0nslhllity Zlnu the relClticnshirs between 

staff beth horizontally nnJ verticQlly. 

(Iv) The cevelc,;jment and tralnin£ of brc;:,d bi!sed 

development oriente~ ~rojc~t st~ff. 

(v) To set up effective 1T18ch:lnlsms for mr,nituring and 

quality centrol at all stases uf the pr~ject cycle. 

(vi) The efficient use cf the wi~e rr.nge of skills and talents 

Jr.Jrnsst prf'ject staff and tc. (,ffer the ('p;K,rtunlty f~'r 

achievement, self-fulfilment nnd develo.)ment. 

(vii) Te extend the vpportunity fer () wi~e r~n£e of fnrr.JJI and 

Informnl workinG relaticnshl~s. 
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3.01 The mQn~scm~nt system will b~ structured alon~ a m~trlx cQnfi~ur~tlon 

in C'rder to cnpe with the dynamic cun:iticns of the Li)nk to rem~v£ bcttle

necks in project cycle .1n:j stilff reliltlonshirs .Jnd ((OJ filcilitute the smocth 

and efficient runnlna of the Der~rtm~nt. Assignment of tasks will be 

ccsl~ned to QIJc.w officers to rerf<'rm these functiclns In \-/hich they Me 

~Jst suitable and eff8ctive, in kecpln~ with th8 efficient utilisiltion of 

the manrower rcsource5 und cxrertise in the Der-.Jrtm8nt. 

3.02 Performance QP~rulsill will be based nn a~r~ed critcrlil tc determine 

the deurce of attainment of specified JOills within the ovcrilll objectives 

of the Bunk. 

3.03 Project stuff will be In the Projects ~epartment under the DirectGr 

yrou~ed by sect8rs of o?eriltion Qnd sreci~list skills. The mQn.Juem~nt 

system will be structured princi~.Jlly arrund prejects with De~uty 

Directl'rs (DDs) resp'':''nslbl{;! fcr gcncrnl cirecticn ,:m-J (·ther rr.?tte:rs \"Iithin 

their sector. E.ich ['reject \~0uld be under the direct r;;s;!C'nsibility of a 

pr~Ject coordin0tor (leader) who w(uld be su~portcd by s~ecialist 'in~uts 

where necessnry. It would be the res~onsi~il ity cf the IcoJer in 

c0nsultaticn with the respective ~5sist~nt Directur (~D) to I~entify th~sc 

special ist Inputs ~nd to rnnna~e them effectively. 

3.:14 A IC.Jder mi;ht htlvc nne,ther (',fficer cssi"nerl to the project \'!h(· 

could ['rnvide cf!m)lcm\.;nti:lrY buck-u;..> and ctntinuity. This W')ul~ alsc ~)rcvide 

useful orientation for new st.Jff. 

3.05 Euch ~ssistunt Director will be al10cnted res~~nsibility for D 

,P0rtfclio of i,rojects .Jnd will re;:>ort te, [) Dc:;uty Dirl:ctor, wh,..". ~lill be 

resr,unsible fer tll(; rJr thre~ pr0tfolics. {'. ;)rC'ject leCl,~er will Le di..!....cc~ 

res~onslble for that project tc the AD in Hh('·se portfol io the ;"Jre.ject 

fnlls i'lnd may theref~re relate to mere tnCln cne flO .Jl1d D[) ilt .In.,. cne period 

of time. Project leaders will not be chosen Gnly on the b~sis sf sectornl 

or technical expertise, ~ut illsr ~ec~use of ~n interest in and a~il ity 

to manaoe projects ~nd c~ordinate the work cf others. 
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3.06 The work-1(1,)d ltnd r~sr'nnslbI1Itics of E~~~\'/111 fall 

uncer the fo110\"ln'] cate<Jorles: 

(I) Project 1c.Jdership - which will entull .~ m.)nagem0nt skill, 

a brOcJd Jeveloprnenta1 uppro.lCh ;)nd a ~Iorkina kn(".l\·/1ed:.:;e of 

the sectr)r In h'hlch the project falls. 

(II) Specialist su~p~rt and Inputs - which will require a hiJh 

u8grce of technic~1 knowledse ;)nd cx~erience in the sector 

and the s?eciflc deteJil nspccts cf the project e.g., 

agronomy, en~inGerlng, marketing, fincJncicJI 3nalysls, etc. 

(i I j) Project supervIsion - h'hich will entai I u ~iI;rklng kn('\"leJge 

of the sector in which the project falls and an understanding 

of project implem~nt~tiQn procedures, e.g. procurement, 

consultants, disbursements, cnntr3cts, etc. 

(iv) Other sl.O~);:Jort functi"ns, e.g. T<::chnical InformcJtion Unit, 
''':'o!. 

Project Dcsi~n, Technical ~sslst.)n" Sector Inforrn.Jtion, etc. 

,.. levels cf Resp')nsibility 

".01 Project Lenders will report on a project-by-project bnsls directly 

tv the riD within whe,se portfolin of projects his "'lssl~nment falls, or to a 

DO whure the assiQnment (bes n(~t fall within the portfoJic of an rID. 

".02 It 1$ ex~ect,ed thrlt the relcJtic.:nship ~et\'/cen Project Leader 3nd other 

~roject team members wIll fecJture a hl9h de~ree of conrcration cJnd 

consultation at a rrofesslonal level. The Project Le,1der \·/ill, hrJwever, 

be ultin8tely responsible for m1n.)gin~ the ~rojcct cycle and will be 

ex;:ected tu alert the cJ~'prC'prlcJte AD rc.::::Jrdinc signlfic?,nt deiJartures from 

individual ?erform.Jnce tar~cts, and at the end 0f the assignment, will 

rep0rt en the acturll achievements of the te~m nnd Its individual members ns 

c(ffl~~rcd with schcculed t~r~ets. 

81 
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4.03 .0..s~~~-::~~<:..c~~~y;~sJ \'/ill nc·t h,we ::lJministr.Jtive re:si-,onsibility 

for a prc-~eterminej ~r0up of officots but woul~ su~crvise prcject le~ders 

on a projcct-t-y-prr,jcct L,)sls. [.)ch ,'.':I Ioilll be resV" .. -nsi!Jlc for il portfolio 

of projects, grou~ed accorjinJ to techniC.JI/sectoral cDtc~ories. 

4.Q4 The r,J will :)e :lrim.Jrily responsible for-

(e) the technic.:!l qu~lity of the projects unrler him; 

(b) su?ervising the progremming '-In·~ mcnit':ring of the 

project cycle. inc1u:linS the proc)r-JmMin(j of field 

visits ,Jnd issuin~ terms of reference for field 

missions; 

(c) devclc~ing with the Economics ~nj rroJrc~ffiinG 

DC;Jurtmcnt the ;.;1 pel ine of pr~ jects In his 

sector; ilnd 

(d) the su::,ervlsi~:n of the :>r:::jects under him. 

4.05 ADs will ,JIs~ be ex~ccted tc serve ilS pr0j2ct le~ders ~n~ provide 

specific technical support f0r ~'Ge projects. 

4.~6 AJs in ccnsultntion with their ~rs will be ex?ectcd to dr~w up ~ 

str.J[egy for Qchlevlng the Q~ree~ 0~jcctlvcs In their s~ctGrs. lcn~in~ 

t,Jrcets .:lnd ~ui·_~tdlncs fr,r e;,Jch St'ct'lr ~y ccuntry will tle r.r-JI-m up with the 

EC('neJmics i1nd Preljr,'IT.1lng [\e;p.lrtmcnt f: rmin'J the ~l,Jsis cf the str.:!tesy fer 

prQj~cts thrGugh to Investment. 

4.07 Each {"J wi 11 '~e ~ccc,unt,J~le tc the .,;):,ro;;rhte divisi. nill )J (In tho:! 

perform3nce of the w·.)rk rrosr.Jrmle under ·f,is portf')l io i1m! m~y re;ccn:menr.! to 

the respective ~~, corrective ilction reg,Jr~ing the c0m~csltinn sr ~crfurm,Jncc 

of n project te~m. 

4.00 A}s will su~ervisc the work of project lei1J~rs ~nd will ~~?r~isc 

their perfr.rmcncc at the end f.f their rcs~'ectivc ,Jssi~nr:'lent. 
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lj.09 Dej?u~Dlrectcrs (D9s) will be rcsyonsitle for t\-IO or IilCJre 

portfolios, providing direction in sector~1 ~nd ~~nk policy, and reviewin] 

the pro9rommin~ and m0nitorlng of the project cycle. The o)s will alsc 

~cvise the Director on th~ alloc~tlon of responsi~i litles in the ~epart~ent. 

DDs m~y be ~sslgncd by the Director ether specific responsibilities within 

their C~~~ct0nce, including r8prcsentlng the Director on 02nk Co~~ittees. 

lj.l0 E~ch OJ would rc~ort to the Director of rrcject5 ~nd will 

particlpute with the ;)irector in the gcner~1 i"ldministr0tion (If the 

:::lcr:-Mtment and will h:we specific res~'l'nsibiliti2s for such .")cministrative 

tasks ~s aprrovin~/authorisinQ travel requests, cx~ense cloims, ov~rseas 

telephone calls, ca~18s nnd t~lex messQ~cs, docu~~nt reprQduction, 

vacation Ic~ve, etc. in connectlcn with projects in their portfolios. 

lj.l1 The DD shall direct the work of the ADs in his divisicn ~nd arproise 

their performance. The D~ shall olso dir2ct und up~r2ise ~rojcct Le3dcrs 

and other sLlff whose assisnmcnts fall within one of the O')'s portfolios 

but wh~ ore not supervised by an An either ~ecause the sc~lc uf nperntions 

Jr.es not worrilnt the ap;:>ointmcnt of another AD or \~herc the n·Jture of the 

tJsks warrants the direct supervision of the DJ. 

lj.12 The Director of ~rrJjec~JOP) \~ill prC'vide Jlrectioo ;lOJ gui(~.Jnce for 

the Department, directiny ~nd cL'ordlnatin£ the w,)rk of the D:::ls 'oJnd 

a;:>;:>raisinC) their p(;rhrm,lnce <Jnel will be ultim.Jtely r.:?spcnc;:cJ1e for all 

staff dlscir:-Iln~ry matters. 

~. 13 The JP will consult with his ))s and the A~ (L8an Supervlsion)who 

tOQethcr \~I th him will comprise the Projects 110Jnagcment Co~~ttcc in: 

the allocation of ~rojects to ap~ropri~te portfolios; 

the allocoJtion of rcsponsi~illty for prcject Ic~dershl~; 

the alloc~tlon of sreci~list sup~ort staff to ~ssist 

prc)ject I eoJders; 
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clcarlng nil project J0cument~tlon (e.g. ~roJEct ~r0files, 

issues p.ljlers, i3p~ralsnl reports) which le;)ve the UepJrtment; 

resolving project-related issues which cannot Le settled at a 

lower lev~l; and 

recommondat Ion and decisions on personnel nnd staff m;)ttl'.rs 

Including personnel rewards and disciplinary matters. 

4.14 Assistnnt Dlr.::ctors, Project Leaders ,'!nd other proj,;ct staff w:uld 

be co-opt~d to the Projects l1unJ~cr.l.;!nt Ccmmittee wh~n s;->eciflc mJtte:rs 

under their Jurisdiction are being ccnsldered. The Co~mltt~e w~uld review 

the status of prcJects (at all stages 0f the project cycle) ~articularly 

where the:re are prGblems. 

4.15 The Projects "anusemcnt Corrroittee \-lOuld be service9 by the Project 

Design and AnJlysls Division. 

4.16 The DP will advise the President 0n all matters conc8rnln~ the 

Projects Department. He will h~ve responsibility for serving on the 

M.:Jna]cr.lC!nt Cor.mittee, Loans CeJlTlTlittee, Appointments Csmmittee, Inv.::stmant 

CO/M,ittce end LCilns Supcrvlsic.'n C·~.lTlTlittee. He w111J.;e the direct link 

betwaen the Projects Department and the SGrvlce ~epartmunts of the 3~nk. 

In purticul~r. he will be res;x>nsible for ensuring the prc.tJer liaisen 

netween personnel cf the Projects Dej-:artment and other de!),~rtments. 

\Jarticularly In administration where there is naeG for integr~tcd action 

on 1'13ttcrs Invelvin::; th,)se der:-artments. 

5. The Project Cycle 

5.01 The project cycle has the f01lowing sti3ges: 

(1) Identification. 

(2) Pr(;!-a;Jr.raisCll or PrCpMllticn. 

84 



- 8 -

0) AppraIsal. 

(4) 5u?ervlslon or Implcment~tIGn. 

5.02 I dent I fI c"t Ion: The Identification of projects will CI)ntinue to l3ke 

place ~s a result of the cont~cts being developed by projects staff in 

the /;ountrlcs. rrr,IJccts Sf) IdcnllfleJ will ~.le revl.;wed by beth th.::l PrtIJ. ,~s 

end the Ecancmics D~p~rtrn2nt5 and where apprcprlate, included in the country 

prograrrrne. '.lcsld"s this, the EccnC'mics Dep3rtm,mt, with .1ssist.3nce from 

the Projects [1ciJartm€nt, will t8ke ~roSJrClm-:linJ missirns to the CLuntries 

where potent":!! projects \vGuld ~e ex,)r:1ined and a Icnding prC0r"ITf11e dcv;;lo;::ed 

for the country. Once a 2I.<:'J~ct has been i d~~,tJf~i ed Clnd agreed to by - ---- ---_ .. -- --~ . - -- -- _ .. - ~ - - - - - - . - --
M~nCl~~m~nt through an issues pc?er, it will be included in the lending 

prr.grarrrne and the Prr-jects De;J.1rtmGnt wi II take ever res;:-ons ibi II ty for 

It, includiny notification to the GOClrd of Directors. ~t thIs stage, the 

Projects M,]n'):jer:x;nt Cc'mmi t tee wI J I Clllocatc il Ipader for the prC'ject wnd 

pl~ce it in the up~ro~ri.1te portfolIo. 

5.03 rroJ~c:.t rrepMut ion,:. The project ki1der wi II rcvieH .111 docu;~ent,1ticn 

n:lev,lnt to the ;>r0ject :ln~ where necessi'lry mily visIt the country for 

discussions on the )rrjects. Up0n return from the visIt, the ICClder w·:>uld 

be requIred to prepare a project profile which would broa~ly ccver the 

foIIO\~inQ: 

(1) Back~round inform~tion. 

(2) Project formulation an~ prepoJriltion. 

Origin ~nd st~tus of pre~arutlon 

ObJectlv~s 

~escription ~nd designs 

ProJ.::cts ISSUeS <lnr! recClTl'lenc.::lt/ons 

Critical p~th for prcject prep~ratlon 

Project organlsati~n ilnd Im~lementntion 
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5.08 : ,., rcvlcl'I ~roccS5 f o r it!,?r '\)1 r~rts will I>e Instltuted.:'lt the 

fel1ewlng IE:ve1s: 

() Olvis lona!. 

(2) Corrml ttee). 

0) Inter-departmental Rc lew. 

(4) uank Hana~c~nt (lo~ns Ccmml ttee). 

O~des this, certain projects will also be ~ubJect to Intcr-dlvlslon&1 

revIew In the Projects ~pa rtment. The dlvltlonal review will be the 

rcs~slbll'ty of the aD. 

5.09 The Proj ec t DesiS" and An03 1ysls Dlvlslc-" will be re s ~.oOn5111 1 ':or 

s~rvlclng the dcpD rtmental end Inter-~cpartmental rev Iews und the Loans 

Ccmnlttee. It 15 h"red that cl ose 11~lson bOb/cen all clv1s1ons and 

depMllTIE::nts In the 6ank will. In hct, m<:lkc these revi ews a ( c·rnla l ev.::nt 

in whnt will be.:l e,:,ntlnuous Inform~1 rcvlE.'!w procesi. In p.l rtlc:ul.lr. it Is 

envlsar.ed tl'l" t a cl ose ~3In~ r~lat' onsh 'p be dcvel c ;;od between the 

S~nl 0 r Proj ec t I\n<! lyst in the Economics and Pr'JilrJrrmln~ De;:'.Jrtment and the 

~ r(JJec t st~ff from uS (Mrly ilS possible In the project cycle. 

5.10 _SupervIsi on: The Locn Supervision Comnlttee (lSC) will cc:m;:,;rise the 

Vice Pres Ide nt (Chal,mOln;. ('11 rec~o rs. "ss Istont ;)1 recte r (lo.,n Su;:;ervls Ion) 

')nc Deputy Jl rcc t ors r1nd will be servlced!>y the LOJn Su~ rvlstoo Unit (LSU). 

Projects under supervision will be allccllted to projec t offlClers taking 

Int('l ,)ccount sector')l nnd ge(~ rophl c f ncto rs. In sune coses \,/h~re it Is 

felt to be d~s ir nb le. the project leadErs would retaIn r~sponslbility for 

supe rvisi on. Sup~rvlslon repo rts would be direc ted to the 00 through the 

I\~ for rcvl~~. Jnd p robl~" projects (I.e. not meeting certain perfur~nce 

crJt~ rl a) would be subject t o review by the rroJects H~no~cment Committee 

be(rJre conside ration by the Loans Supervision Conmlttee . \/here the 

slJr(:rvlslng officer Is no t the officer who lead the pre~r.'tlon Dnd 

81 

http:fne-eatrs.mn


- 11 -

~~~raisal of th~ prnJcct, supervtslrn reports should, wh~re r,onsldcr~d 

nc:ccss03ry by the r.fI, be revIewed ty the dflcer who It,d preparlltlon and 

I1pp r.:t!siJl. 

5.11 The lSU wil l be required to work clcsely wIth i>r~ject (.fflce(s In the 

pc rfnrm;'\nce of its responsibilities .:md t o cuntrlbute to prc,Jcct prc:p.:troJtlon 

~nd apl)r.']ls;,' whe:re lu e,l(~erleilcc In sUj)~rvlslon I, a~r} r oprliJto. 

5.12 Pest Implementation Review: Project pcrformencc reviews will be 

In5t7tu~cna llsed an~lll be the r cspr~nslbility ~( the Eccncrnlcs and 
rrC9r~ITffllng Ocp~rtmcnt. 

6,01 I\ t the e nd of tMch stoge cf the prC'jf:;c t cycle, oJ p r' . .g rClllme f -;, r the 

n~)( t stege must t.>~ d rawn up DS a prc.rcquisl te f n r m:·.vln~ t o th.1l 5t~9C. 

These ;: rog r.1nvllCs or ~ Iucj)rlnts will co::ver • 

(.1) The lIc tivlties nnd Issues t r) lie .1 ' ~c!ressc~ ~urln!J the 

nClI.t Stll~c and outs tMdlng \'I>:J rk t o be .:Icci'mjd Ished. 

(b) r. tlme-t .lb le with .:lctivlties, events, Inputs tlnd {;ut;·,uts. 

(c) H~ n ~cwer r cq uircm~nts in terms of timing and expertise. 

6.02 /;t the 

integ ral :_.:I rt 

c nr.! o f Id.::n.tificati on, ,1 

d the p re jc:ct p r :::.fi le. 

ldueiJrlnt f :-o r :=- r .::;>a r a tl '.n wil l l.e 'ln 

At the en~ of ~ rc~.:I r.:ltl ~ he 

u?dcted p reofl le will h.:lvc a ~lucF rint f "'..' r ";"pralsI31. A;J:) r.:lis ,ll ck-c.umcntation 

should inclu~e <'! t l u('pr int (I.e . .:In ;:mncx) fo r su; :crvis lC'l1. 

6.')3 These p r c'!::r.lnnhlS will b" r:pcrnt lon.:l l t'J:;1s IIh l ch will be the 

responsi bility of t ~ prnJc:ct len,!e r. In c~nsult"t J ('n with the "r-.)ror.rl.lte 

AD , to r-re;>are ·)nd revIse whenever n('c.cssMY. Sti'::nd.:lrti lscd ( - rm'l ts will 

be dcvelorcd t n f<lc l11tate their prc: r,a r.1t lon. These pn~rl"lfllTlCS will toe 

Initially .1ppn-.ved .,nd perlo:Hcally revlewe:d by the Prc:.J.,;,cts !1.,n.1::; ... m.::nt 

COrMI! ttce. 
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6.0" Thl:!se progrillmlCS t f)Sjc the r 'loll th the outputs from the l-l'ln'l:;el:k!nl 

In1f"J rm.' tl ' ln System will bcc\')mC iln Institutl of'li'lllsc rl system of project 

control, \<otIlch will be used by the r~roj cc ts lI~n,gement Corrrnittee and all 

proj t:c ts s t il ff fo r m.:l"pQWC r pl anning , coordination of fi e ld mlssl ·)ns !)nd 

monlt(\ r ln9 and con tro l o f the project cycle. 

7 . Other R~sponslbiliti cs of the Proj ec ts De2Qrtmcn.! 

7.01 liesl des Its d irec tly r e lated ;J roj cct functi ons, the Cepa rtment 

will .. ~ I so bo r e sponslhle fo r n ther sup;.x> rt ~ctlvlt les rel .1 te1 t o Its 

project work . The prl~cl ~ll l ones at present ~re the Techn(\ l ogy Info rma ti on 

Un! t (TlU). a Tl:cnn'.I1C'9Y :lEse,:, rch Fun,1 (HF) ond ~'roJect rel a ted Technical 

Ass i stance ( TI\ ) . 

7. 02 The TIU will be the f ocil l point within the B~nk for l oca tln~, 

~~ t h~ r lng. eva lullti nJI se lec t ing . sto rlnQ ~"d d is sem ina tIng Info rm.Jtl cn on 

t~chno'~y relevan t to ~Il s~cto rs of the o~ nk's o~c ratl on. The TIU will 

vhso ru and build uron t he in f o rmal equlpncn t ,:md t cchno l ,.lfJY o~e r .'\tl ons which 

were s~t up ilnd run within the Indus t ry Division . 

7.n The Ti; F will be il rCS Qurce cv::d l ab le fe r fu n-:! ln9 sma ll resea rch and 

pi lo t ~roJ~c ts t o acJap t, ('>!flne and/ o r dcm:)nstr<lte sp~clflc techM logles 

a~prop rlilt\! t o the M'!t!S o f the Nglon. 

7. 0 /t T~ cj'£: rvti ons will In future be coordlnnted cen_t ra lly with the 

rcsIJ0ns ibility fo r technlc.11 In~uts pl.:=ced with the re lev An t s r:;ccla llus. 

7.05 Eilch o f t h~se func tl c ns a re seen li S d iscre te ;,> r (JJe:.cts ~nJ ".111 be 

p lac\!d uncu the direct rc s ronsl~lllty of a projec t officer \m·) will be the 

cocrdinatn r, supervised by iln r.~ o r DO ns the cnse ~~y. be. 
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CDB's EXPERIENCE IN THE INDUSTRIAL SECTOR 

Since 1971 the bank has maintained Its presence in Industrial Development 
Activities by three industrj~l programs in its countries. 

- Loans to small industrialists 

- Loans to governi:lents for industrial estates 

- nirect industrial loans. 

2 

The loans to small entrepreneur/businessmen, are financed by extending lines 
of credit to the Development Finance Corporations (or similar government agencies) 
in 10 less developed member territories. Sub-loans (150) of this type through 1978 
have totalled approximately $1.3 million, and created about 435 jobs. Each 
application is reviewed by one of the Bank's Small Industry Loans Officer (SILO) 
who visits the workshop to help the applicant plan his develqpment program. A 
loan cannot be made unless the officer approves the program!.~ The service which 
the Bank is providing to small industry has proved to be of value by this sector, 
judging by the continued extensive demands made on staff time. 

Loans for the con::Jtruction of industrial estates have been approved in eight 
countries. At the end of 1978, the CDB's program had led to the construction of 
some 200,000 sq.ft. of factory space in the LDC's. The total loans approved for 
this program as of December 1978 amounted to $11,024,000. 

Sunm.arv ()f CDB Industrial Sector Programs 1970-78 (US $000) 

FUNDS 

OCR SDF Other Total 

Through National Lending Institutions 5,413 6,523 2,882 14 z818 

Industrial Credit 5,413 2,279 2,725 10,417 

Small Industry Credit (DFC's) 4,244 157 4,401 

Direct Lending 4z194 8,603 5,369 18 z166 

Sug.'-r Factory 1,500 1,500 3,000 

Footwear 413 

Plactic Manufacture 446 446 

Industrial Estates 4,194 6,733 97 11 ,024 

CDF Projects 3,000 3,000 

Other 215 68 283 

Totals 9,607 15 z126 8,251 32 1984 

Source: Caribbean Development Bank Annual Report 1978; See Tables IIB and IID. 

1/ Except to this rule is the CDB's qualification of Belize which permits direct 
DFC sub-loan approvals up to $25,000. This qualification has been made based 
upon t~e administrative and positive financial conditions of the Belize DFC. 
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The baGk made its first two direct loans for manufacturing projects during 
1976. Since then 16 additional projects have been identified and authorized for 
direct lending. These projects total over $7 million. One of these projects was 
made to a private sector corporation in an MDe to expand its manufacturing 
facilities and provide for a three shift operation. As of December 1978, almost 
$33 million or 18.5% of the Banks total financing was available for industrial 
lending. 

DISTRIBUTION OF TOTAL FINANCING (NETI 
BY SECTOR 

Loan., Contingent Loans and Equity 
1970·78 

TOTAL USS180.1 MILLION 

As a result of recent organizational changes within CDB the bank is demon·· 
strating its desire and ability to expand its leadership and financial role in 
the Caribbean Industrial sector. The new organization provides for a sepera
tion of the project and administrative staffs of the bank with emphasis of 
technical assistance and information transfer. With the reorganization the 
industrial staffs will have greater respon~ibility for project implementation 
while eliminating some inefficiences caused by the administrative work load. 
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The following is 8 summary of the problems facing financial intermediates 
in bolh the LOC's and MDC's as developed by C. Alter. 

" Specia l Problems of LOCs" 

Tn the LOCs , government financial intermediaries servicing the industrial 
secto r are in extreme financial diff i culties, as documented in the repor t by 
Busi ness Analysis and Systems Corporation (AID Contract LAC- C-126ro. Given the 
~ma ll size of the market for term loans by the industrial sector and the hi gh 
cos t o f their operations in each of the small countries of the Caribbeal, the .. . 
report sees no Wily for these DFCs to become financially sound even if they; 
widergo wides pread reforms . In fac t, many of the required reforms woul d result 
in incrensed costs, hopefully leading to more effective operations and reduc
ing the risk of default on loans. Bv.t even so, the ana l ysis leads inexorably 
to the conclusion that the small ·island economies cannot afford the direct 
finan cial losses that evan a relative l y effic i ent small DFC would sustain so 
long as its scope is limited to term loans. 

The BASIC report co ncludes that the oFCs themselves or the larger govern
men L insti tutions into which they would be ih corporated should expand the 
scope of tt.ilir operations to include commercial banking functions. including 
the accep t ance of deposits and the extension of short tem credit. For these 
ins titutions, whether in their present form or in their expanded form. the COB 
would have to evaluate carefully the rehabilita~~n programs proposed by the 
government sha reholder s in the OFCs. If satis~d by the rehabilitation pro
gram the COB could qualify the institution for participation. 

In all of the LOCs covered in the BASIC s tudy . government contributions 
to the orcs equ i ty would have to be increased and government cash contributions 
placed on a regular basis consistent with cash flow requirements . The poor 
fi scal position of these governments is well known. The period of grace on 
amor tization payments owed to the COB by the orcs is beginning to terminate. 
It would be prudent , both for the COB and for the f,1,\('mtnt'ut" concerned, to 
lninimize the risk of further financial loss in IJrc lending to private enter
prise . 

In the Locs the private banks are able to serve borrowers in the second 
category at a much lower cost. They have a cadre of experienced staff which 
ha s y ~t to be created in the oFCs . The incremental costs of expanding their 
ac tivities in this field will be much lower than if the oFCs undertake the 
task. Branch offices exist for administering the l ORns and many common facili 
ties can be shar~d . 

In the LOCs the governments. should be encouraged to continue to confine 
the orcs to the grc-up of borrowe·rs described in the third category. The 
total volume of operations for this group is low, and sub-loan approvals 
in 1977- 78 we re actually lower than in 73-74 in constant plices. While the 
cos t of operating wi th the borrowers is high and will involve a negative 
sp read, the t otal volume of costs , including allowances for bad debts , is 
probably within the financial capacity of government~ . taking into account the 
l ow cost of funds from the COB, the availability of external gran t s fo r 
financing project apprasial and technical assistance activities. The f i nancial 
problems of the OFCs in the LOCs arise to a la::ge extent out of othe r non- indus 
trial programs with which they have been saddled. 

Concentrating the attent i on of the government-owned OFCs on t he smallest , 
least experience business enter pr ises would mee t a high prior i t y need i ncapable 
of being met by the privat e banking system • 

... 
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In Jamaica, the government owned developement bank JOB is fa cing serious 
financial and institutional problems. The CDB is already assisting JOB in 
overcoming these problems . JOB has been an important source of loans to 
e nt~rprises. 

Pending the sol ution of JDB's financial and institutional problems, it 
has already been determined by the Jamaican government to pursue the course 
re commended here. 

The COB will have to decide, when its work with JOB has advanced further 
and after consultation with.the Jamaican Government, whether the JDB should be 
given access to the proposed Facility. In the meantime, the World Bank has 
provided the commercial banks and SEDCO with the external resources which are 
believed to be required . If the COB establishes the new fac1J ity supplementary 
re source~ would be available 1f reQuired. COB could easily modify its mode 
of operation and channe,l resource" t o the commercial banks ad SEOCO through 
the government institutions created to serve under the World Bank loan. 

Barbados , the Barbados Central Bank has developed a new credit guarantee 
s cheme designed to give further ereouragement to the commercial banks to provide 
l oans to small enterprises 1n virtually all business sector, including manufac
turing. The guarantee program does not apply to institutions where the govern
ment is already covering credit risks. Any two of the following three criteria 
must be met for enterprises to qualify: 

(1) Total capital less than BOS $100,000. 

(2) Annual sales less tha~· !~~;jOO,OOO. 

(3) Number of employees less than 36 persons. 

It can be assumed that most small enterprises qualifying for coverage under 
the program would also qualify under the tests adopted for the new Facility. 
It would be very desirable for the COB to have further discussions with the 
Barbados authorities concerning the participation of the commercial banks in 
the new facility. Their participation would greatly enhance the practicability 
of the commercial banks operating in the Eastern Caribbean and Guyana setting 
up a strorg project unit in theit~District Offices located in Barbados. 

In addition, the Barbados Developmen~ Bank would most likely qualify 
for access to the new facility i f the Barbados Government would factor such 
a course. The signs of recovery in the Barbados economy have encouraged the 
BOB to draw up quite an ambitious program. BOb expects to obtain the foreign 
exchange component of this program (BOS $21 million) from external agencies , 
including the COB . 

While the BOB extends loans to small enterprises it has recently stated 
that in the light of the experience gained concerning the ~nnstraints in 
financing this type of lending "funds for lending to this sector must be 
additional t o regular lending or be established 85 8 special program". The 
COB ' s new facility could well complement domestic arrangements for serving 
small scale enterprises via the BOB, as well a's via the c~mmercia1 bank. BDB 
would be particularly appropriate for dealing with the third category enter
prises. 

It should be noted that BOB has recently strengthened its financial 
position, cutting its deficit by over one-half. Its break-even portfolio 
size , which is estimated a just over BOS $16 million, is to be reached during 
the fiscal year 1978-79. 
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Guyana: The unsatisfied demand for medium and long-term credit is 
substa. rial, not because of a domestic liquidity squeeze or a private 
investo.ent boom but because for the first time in many years the private 
sector is gRining some confidence in the future. 

3 - 4 

Some long-deferred projects are ready to go forward. Medium term credit 
channeled through the private commercial banks under government auspices would 
reinforce the initial steps taken by the government to restore confidence of 
the private sector. 

Some of the commercial banks, despite their present liquidity, ~ Juld 
welcome an opportunity to participate in a program for small scale ente~~rises 
which would provide foreign exchange to their clients for imported equip.;.ent 
an~ imported components of intermediate products and raw materials. 

Advantage could be taken in Guyana, as in Jamaica, of the country's 
exchange shorgage and import licensing stringency, to expand the scope of 
commercial bank involvement with small scale enterprises to include medium 
term credit on appropriate terms. 

In Guyana, a small industries corporation, which has serious financial 
and institutional problems, has been abolished by the government and its 
functions have been taken over by the Guyana Coorporative Agricultural and 
Industrial Development Bank. The management of the newly expanded institu
tion is satisfied that a large demand for creidt exists, but it was not 
possible to obtain a breakdown by size of loan or asset size of 10rrower. 

In early March the IDB is sending a mission to Guyana to examine this 
new institution, which formerly did not operate in the industrial field. It 
would be desirable for the IDB mission to be aware of the CDB's special 
interest in assessing the new institution as a potential customer of the new 
facility for small scale enterprises." 

In February 1979 the government released a "Guyana Investment Code" 
which is intended to satisfy demands by the business community for an official 
policy statement on private investment. The code continues to maintain the 
principle of state control of the economy, but recognizes that growth requires 
that all three sectors of the economy (public, private and cooperative) must 
be stimulated. In general, the public sector wili direct its energy to 
fundamental and "strategic" activities, leaving smaller and medium size under
takings to private initiative. Preferred areas are demarcated for private 
investment, although not exhaustively. Permissible ownership patterns are 
defined. "Alternative" conditions governing the activities of investors 
are described. All enterprises must operate within regulatory framework so as 
to promote development goals. In theory foreign investors will be able to 
undertake projects without local participation. However, private enterprises 
with foreign equity will be subject to a system of licensing. Embassy believes 
that the code is a positive development which goes beyond prior government pro
nouncements on private and for foreign investment, though just how much an 
"opening to the right" the code represents will depend on how it is interpreted 
and implemented. 

During the project team's visit to Guyana a determination was made that 
the cOIlllIlercial banks should be made eligible to receive the funds. First, the 
Guyana Cooperative Agricultural and Industrial Development Bank has received, 
or is scheduled to receive, significant amounts of funds from the EEC, AID, 
(ag. credit) and the CDB. Second, at least some of the local cOIlllIlercial banks 
are interested in participatin~ in the program, particularly in their headquar
ters' offices in Barbados woulci encourage such participation. 
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The three banks showed various degrees of interest. One bank (CM) felt 
it could use funds. Another bank (RB) said there is some intere3t in medium 
and long-term lending. This same bank pointed out, however, that import 
restrictions, etc. have cut the demand for short-term credit so much that it 
was not able to reach the 1979 private credit ceiling (a 5% increase over 1978). 
The third ~ank (n) saw possibilities but pointed out that training of staff 
would be needed as well as positive policy guidelines from its regional head
quarters. 

The ceiling on commercial bank lending to the private sector does not 
apply to cOllullercial loans to public corpor-ations. 

The Government's restrictions on private wholesalers and retailers is 
tending to squeeze persons out of the trading sector and a number of these 
indivinuals are exploring the possibility of going into manufacturing. 
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2. Via'oility Fossibilities for Spe':ific lllC's 

It is clear from the foregoing perfomance data, that all the DF''':s 
are presently vulnerable , '3r.d some 'Io'ithout reasonable hope of bei:-.; 
viable under aP~ foreseeable circumstances. Ir. ~very clise, &omin
is~rative cOStS alone would absorb the highe~t s¥reli~ rates obtai~
able under SIC lending restrictions, a!ld they ... ·ould still' be in a 
ceficit posi~ion. L~ two instances a~ least, St. Kitts and 
l 'iOn"'s~atJ market possibilities limit the attainment of portfolioS 
sufficier.tly large to permit standard effective operation as indepen
de~t entities. For example, Montserrat could, at optimum market ' 
perfomances, produce only abo~t L~ $400,000 in sub- leans, vis -a-vis 
its presen~ level of US $143,000. At a ~ spread , that DFe could ' 
produce net retu~s of onlyS24,OOO -- hardly sufficient to maintain 
staff and pla!1t, let alone provide for bad debts , which c'.lrrer:tly 
total US $28,01)0 end involv~ leens ¥lith a value of $92 . 6 thousE.n:L 
Similarly , St. Kit'ts, ¥lhich would attain a port folic of sub- leans 
of abDut US $1 . 0 million vis -a -vi~ present holdings of US $36~Jooc, 
has little pozsibility of generating sufficient income tc offset 
its operating costs plus providing for the more than $168,000 in 
'troubled loans. 

!'t would seem prudent to place f.lontserrat DFe in some form of 
receiver-ship, suspend all new lending operations, ar.d effect a 
transfer of the SIC, FIC, and AIC function to commercial bar~s. 
The eA-tension of lending i'u.'1ctions for Montserrat efferslittle 
possibility for increase in por'tfolio. The three commercial banks 
on that isl~~d have been able to generate only u~ $4.1 million in 
tc'tal loen portfelios. St. Kitts, however, has some maneuvering 
room for increaSing its market. 

The other DPCs might achieve viability were they not burdened by a 
high ratio of ~ad debt probabilities which would require years to 
work out of. With the exception of Belize, end possibly St. LuCia, 
ft_'1tigua, and Grenada, it is doubtful that their viabili'ty as inde 
pendent DFCs c~'1 be attained . The positions of individ~al DFCs, and 
the strategies available to them, are discussed below: 

2 - 7 

Belize: The Belize DFC is a "mature" institution; that is, i't has 
accumulated a portfoliO large enough to meet all administrative costs 
pos;:;ulated by both t"odels . however, it has , i~ the process of growth, 
accumulated a staff of 47 persons with an annual wage bill of 
US $116,000, and 8l1..'1ual total admL'1istrative outlays are currently 
at US $211,000. 

It is probable that those startlingly high numbers of employees are 
attributable in part to Technical Assistance Cadres working with 
small enterprises, in part to participation in other non-banking 
~'1ctions, and in part to the relatively large area served, which 
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may necessitate the employment of extensive field staff. Neverthe
less, a financial burden of that magnitude is the main determinant 
of its present marginality. 

The "lroublesome" loan;.; on its books, which dre ap?roximately US $ 
531,000, pose a threat of considerable dimer lon. The US$ 79,000 
in arrears on principal and US $ 174,000 i~ interest are being off
set in p:lrt by Government subvention and investment earnings on 
grant funds supplied by eIDA. Given maintenance of the present 
relative cost of lending by the Belize DFC, the institution will 
incur higher losses with successive increases in the portfolio. 

Adaptation of the fOllowing suggestions would contribute to the 
attainment of viability and maintenance of ord~ ~'ly and rational 
growth. 

(a) Reduction of administrative costs by at least 50%. This 
would reduce the cost of administration from 7.67 to 2.6% of port
folio, and provide approximately US S 105,0~0 to build up badly 
needed reserves. 

(b) Immediate initiation of assessment of these loans present
ly in arrears, and determination whettler these are salvageable 
and the effect which the degree of salvageabili~y would have on the 
position of the DFC; then institution 'of collection procedures. 

(c) In the process of staff reduction, the institution of a 
personnel system with specific job descriptions, the selection and 
retention of the best persons, and r~e setting of new and higher 
wage rates and the setting up of training for these. 

Should the need to serve widespread areas necessitate the mainten
ance of extensive staff, the DFC might consider connecting itself 
to a commercial bank. Thus, it could utilize an extensive net
work to provide a wider range of services, and strongly improve 
its financial position. 

CommLrcial bank portfolios j--j Belize for Industry and Agriculture 
have been growing at ,he rate of over $3.5 million per year, and 
are presently at US $ 38.1 million. The :,ortfolios for Distribu
tive Trades now top US $ 36.4 milli0n Similarly, total deposits 
of commercial banks have grown ovel TJS $ 3 million per year and 
now exceed US $ 6.0 million. The entry or a new commercial bank 
with a development focus would hardly cause undue injury to exist
ing institutions, and would have the advantage of tapping local 
funds for development purposes. 

St. Lucia: 

The two DFCs in St. Lucia, the AlB and DB, together have portfolio 
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holdings of US $983,000 and annual administrative costs of 
US $141; ,000. .n.bcut 1.'S $.47,000 of sub-loan principal is in arrears 
on s·..:b-lca.."1S to"talling US $376,000 .. The two DFCs registered net 
losses of L'S .$182,000 on operation in 1976, and in subsequent years 
thO' si t1.:at ion :1ClS further deteriorated. 5ecause of the poor record 
of the institl:t'lons, it has been proposed tc! amalgamate the two 
inst: t1.:t:ons with the Housing ;:;evelopment !lank. Enabling legis
lation is currently under consideration. 

St. Lucian authorities have expressed the desire to form a Nationa 
Commercial P.ank. The proposed merger of the three institutions 
presents the opportunities to do so. Each of the agencies being 
merged could provide the staffing of "windows", ,:ith new general 
management introduced to supervise all functions. The new insti
tution should be chartered under the Companies Act, and thus be 
totaL!.:l im:ependcnt of the Government, even if the Government holds 
stock in the new instii1l"tion. 
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It is doc:b"ti'ul i.;:' "he new insti"u'Lion could acquire public confidence, 
saddled as it would be wlth the burdensome debt of the merger part
ners. The general view of the merging partners a "hand-out agen
cies" :urther handic3.ps the acquisition of confidence. Th:s problem 
can 8e eEminated by isolating "troublesome debts" an(~ transferring 
"these to a gover:w:ent account. The institution would thus start 
up witb a solid portfolio, and divorce itself from past lending 
practices. The Gover~ent, in acce~ting the portfolio of "trouble
some debts", ·wo1.:1d do so in lieu of, or as a partial, subvention. 

Commercial bank portfolios for Agriculture, Industry and the 
Distributive Trades have grown from US $6.3 million to US $14.9 
million over the past five years, and deposits have been up from 
UC; $19.9 million to US $37.9 L,_llion. The new institution's 
participation in conT.inued comruercial bank growth would underpin 
its development role. 

other than bad debt concerns, administrative cost levels are the 
greatest drag on the DFCs. With operational functions shared under 
the proposed merger, it should be possible to reduce loan officer 
staff to no more than four pers~ns; two each for Agriculture and 
Industry. Given present salary]., liels which average about US $2,500 
for both agencies, it should be po~sible to reduce direct operating 
costs to less than US $50,00,', while permitting substantial salary 
increases to retained p~rsonnel. Such reductions would enable the 
combined ag'?ncies to ~reak even at presen~ pc;tfolio levels. 

Antigua: The Antigua DFC, with a sub-loan portfolio of L'3 $,/'::))000. 
A staff of ten employees, and expenses approximating US $61,000 in 
administration; returned a deficit of US $23.4 thousand on operations 
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~. 197cj a:;d lc&!'!.s t.cull1r.g aoot:.t ~200 . 00c Y ue in erree.rs . 

~~T.inist.rative ccst~ are the msjor impediment to imprcvement of the 
:~i:-. 5.."lci al pcs1tion of the agency. :,xpcsure en tro1,;blesome debts 
!U!"ther .... ''2: akens 'the o:l'tlcok for th~ DFe . 

.. . . .. 
J..ss\'.m.ing e pot.enti al market. "r t;S $3.5 million , it could achieve 
via:oility. However, the prese!'lt pace to'olard att6.inment of that 
r.>.arket level is such that the a.ar.lir!.istration cost burden 'Jill 
severely impair achievement of viab1:Hty 'J.."!.der the assumption 
of eithe r f..;odel. These costs woula have tc be reduced by S'Dout 
5C'J.. to ue:m.it the D?C to Dl'eek even, before proviSion fer bad 
aer.,,!:, Cr,fort'J1lste ly. exposure is now abot:.t 261" of the e:'ltire 
sub· lear. portfolio . The viabiU ty of the inst1t'.:.ticn would depend 
\:.pO!! "the salvageability of such loa.".s. 

It .... ould appea:r that the Antigua DF~ .... ould at l east be margi~ally 
via%le ove :r the n~xt four o:r five yea:rs, if both administrative 
costs a."'l:i troublesome loan efforts ca."'! be !:cm,aine1. .'1owever, 
~he ch&nces for self- fina"1cL~g of the opera"tions would be greatly 
impTO"/ed if it could be integrated intI? the A!ltiC'..;a and 3arbuda 
riational Commer~ial B!IJly". 

Do~inica : The Dcminica DFC (DAID) has recently been t~Y..en over as 
5. sU'osid1ary of the National Commercial & !)evelopment Bank. It 
:rensins, hcwever, a separate entity and coes no"t fully share over
heads wi~h its parent. Its sec- loan portfoliO is US $436 , 000; 
ac.!!li!Jistrative costs are us $40,000; principal in arrears tOtals 
~:S $35 .7 thoesa.1fl; loa."lS vabed a"t us $336, 000 s.re exposed; a."10 
i~ r~g1 stered ~"'! operating less o~ t~ $13,oao in 1977 . Ass~~ing 

t:. r.;arke! poter:~ial ef US $2.E mill!.cn, the DFC, 'No-..ld 0= ll".6.rgins.lly 
v iable as an in-iepende:'lt entity . As an integrated unit cf the 
r:CJ5, hs chances of viability are s;;.bstentially increased . 

Should the NCD3 continue the process of ip.tegr~ticn , s;,.;·cs"tr.ntial 
savings in administrative costs are possible . Of perhaps grea~er 
i!':lpc>nance is the possibility of utilizing N.:DE funds as a counter
p~rt to FIC , SIC and AlC funds supplied by the CDB . The greater 
spread available through use 'Of those funds J 'l.'culd make notable 
positive changes in the earnings of the DAID . 

The new man!lger.:.em 0:' the DAID is o~ good quelity , and the effects 
e.:re evident from lear. approvals, 'Whj.~h gre'''' freD E:..,"l ar.nual average 
of t'Welvp. per year to nin~~y per year, in 1976 . The s~sff is 

1/ Estimates of CDB. 
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presently processi:!g about sixty appli:6.t i c~s ~!' IT'.onth, ;.ti'th al'l 

'lpproval rate of a":mi,lt 28';j aoc..:.t 5~ are returned for !\:.!"ther 
info~t1or. and background caterial. The o~~agernent cre1its 
Technical Assistance provided by the ~DB for accel~rati~g the 
a~inistrative improvement which has ~aken place. 

Grenada. Gre~ade. has a sub·loar. portfolio of US $ctl , OOO j ar. 
~d~inis~ra~1ve overhead of US $34,000; a bad deb~ exposure of 
~S $288,000 ; ~~d r egistered a $4,000 loss j~ its 1977 operations. 

The agency 1s, fo r practi~ri purposes , moribund, and awaits high 
l evel disct:ss1ons which wi'll detemtne it.s f u tUTP.. 

St . Vincent: The two nrcs tcgether have st:b- loans rtfclios 
valued at US $622,OOOj are currently i ncurring e.dmin1s~ ra:t.i '" 
costs of US $71,000 ; have bad debt e~osure of US $546,oooj 
and registered a collective deficit of t~ $72,000 in 1976/1977. 
~ecommendat ions for amalgamation of the two agencie s have been 
agreed upon in principal . These, if carried out, ~ould permit 
a large reductic!! in administrative overhead. !\'evertheless, it 
is doubt.ful that such streLgthening of. the instit·.ltion5 "Wculd be 
sufficient for t he attainment of viability. As in ot he r cases , 
the pace of lending i s unlikely to be sufficient for generation 
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c~ income adequate to permit prov:sicn for bad debts . An extended 
neliod of ccnstant deficits ,",ould be foreseen. . . 
It i~ suggested, the refor e, that the amalgamation process involve, 
also, the !lational !::ommerdal 3a."'l..\ of St . Vincent, which has shmm 
st rong gro"Wth since its recent initiation . Absorption of a large 
portion of present admin1.strati'.'e c:osts, and participation of the 
Cormnerdal 3a"'J.k in developme:lt lending thro"lAgh the Drc "~indO"Ws", 
woula add considerably to the profitability of sub- lending. 

As ir.. ether cases , a commercial ba.>lk may &.bsorb the DrC f\l,!lcti ons, 
~he existence of a heavy exposure would be unacceptable. The 
Goverr~ent could consider acceptance of the questionable debts . 

St. Kitts : The St . Kitts DFC has a sub-loan portfolic of approxi 
mately L~ $369 ,000j is currently incurring adminis~rative costs of 
US ~22 , OOO ; has a bad debt exposure of US $22 , 000 ; and registered 
e deficit of L~ $14 , 000 in 1977. The mar ket possibilities are ~oc 
small to support a DrC under the assumptions of either Mod~ l. It 
is doubt!'.!l if administrative costs can ·oe appreciably reduced. 

Total loan portfoliOS of commercial banks in St. Kitts now total 
~~ $16.6 million, as compared to US $6.4 million in 1972j an 
average arumal grO"Wth of US $1.7 million. During the period 
1972-1977 total deposits grew to US $28.2 million from a law of 
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t;E $12.3 j a.."l a!"_"l'.:.al E.verage E'.rcr ..... h rate of US $2 . 5 tdllion. The 
relatively brisk ~ro,,·th c!' cOm!ercial oa.."lking may cffer ~he S~ . Kitts 
D?: a ch~"lce for v iabi lity , if it could ~art1c1pate as a ccmme r:iE.1 
lender. StJould this no~ O€ xss1·o1e, the DF:: f\l . ."lctio!'ls wo·..tld have 
to be absorbed 'oj' existing cCrnI:lercial ·oa."'ly.s. 
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O":te: 

s",:, Je:: t : 

Con.iat of 13 pale. 

~ ~ ~ ' •• to ;; ~ II !1 

Cor>:' Jfficer 

C.Ft.< i n l~Cs - Pr,,? ,.anne for_.~ ~E!.l!!2.~~or2a~1 .. s~~ 1 CI~ 
tC' E:1Surc the! ~ VloL111 :y 

ht ~., ~f '" [,nk', inc.ption in i~7~, none of the 

leew3r:;; Me ",lnCI .. ,:,r;,! Grc.J : 1c1i!ss lfle ::! ,~s ltlCs) lncludln;-

countries in 

Qe I i z(: h,J:! 

My Deve lopment F'lnence Cori"' 1 ~ Hi::>n5 :,e r Sf: : o r Clther finoncllli 

inte nnedi llries gecarcJ to cx t~n:J fho:"lcl~' 8:"11 t(!chrolc~1 asslst.!ncc t .. 

d~velo!)mznt projects. {\ f~ .... · of th..:! rr. which :!ic exist In CIne or twCl 

' cou:'\ tr ies wr.re funct ionin::, ;'lu nd"! es LOl!.' \~ fficcs ",· ith.restricted funds 

from Govemll'Cr:t!> o r t :·,r .tuf,h ~rilnt5 fmln th'3 :irlt is h I);!vt:loprnen t Divlshn, 

In this sltuDtlon, the :Illrok s',.:m r~" lisc:.! ! ts seve re lif'litl'tion s in 

re tu ll1nq financial , tC:ccnnic.:1l anI'! su (X!rvis:>ry su~po rt to small f e rraers 

<ln d 5m3ll ~uslness v:!r.lurcs sc :'. tterc.::: nver cl:Jht countries grC'upet. ;os lOCs , 

ThC:! position was ren cp rcci fu~:hl:'" 61Hkult l! S t.he tla nk's Chiuter 

enjoineJ on it t ~ :i'/~ ;J r h,..;ty to t;,!! !:"ccl~ i .:I rd u"'::lent needs of ~; : C5, 

S'Js"::a iJ'U:::.l eff~ rts ':ltr f.! " Ic r~f.:..ri! i;;i!~e in the inttla i st~2cS t o 

pe,..suAde G:>vemments of l '):s \ 0 put thmu~ ~ nec.:=ssory le9isi:!' ti on 

and est,,::'li sn r.evel·;J!I;. .... "t Fj r ,c,f,(; C tc,r;,'oTlti ,-.;'l s " r ~o!"\ks to fU:'Icti on as 

ch.1nne ls'to t:lJke use cf th:: '.';:: ' ,\(, 's l: ' ~"1- t~r,T: fui'l~s t C' :,rom..~';.c devel~~!'!Cnt 

p rnjec ts In "' gricu l:. u;(. In ;" J,:'''' ", ~r/ t " ~~ls~.1 S03c t ',l rs , ~~"IU9h cnvlsa-:e-! 

os leSCllly aut,::nolfCUs i-n~:it1J~i ':-, f'ls, thl!~' ir: f .e c. functionc~ as c:",ccutlve 

lHT.1S of Governrrer.t, 5~;';'If ,.f ~n c: r,l h.::": r.c c,~l t .:Ji structurE, while In ce rt!)ln 

c tht:rs, Jorge e re;,s of r,C' ''e l',~ r;I::,l t lan-;l:; ' .. "n~ tr""sft:rr~d to them in lieu of 

cilllital funds with ; csr,or.sii':iiit ies b r ci r:'nlop."Ie~t, 
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ne tl"odjur CI"Iar;)c~erl~ ... i: s C'f O~[. ... 05 :;'!:$,,;rlled dudnfj the study 

"nd thrown au: by dllt., prC'lIi:jt:;l In tor-pendl)'. J ue sur.vnarlsed bel('O .. ' 

~'st orcs I'j,)Vt: n"lt yet aS5u.'1ed thi: role of independent 

fin~nci~1 ins:itutl,,:"'ls. Governments In s~11'K! eases continue 

to rc;ard d"~M <"5 one of tht:ir depD rtlT"k!nts and consequently 

borrOoolars havl:! ·I";;t t., develon business I\ttltudes of the 

use of cr(!dl,:: arj its rep~yment. 

2. Then:. are II fel'! C"!Sl!S i'1herc undl..:;:; jY.)lltic.a1 interference 

ecntlnues in decision-making, l o.:n-~oi'"tfollo ac::tlnlstratlon 

~n~ In dell~lopment ~ f st~ff ca?abl l i tJes. 

3. OFCs gener"liy O~i:r"te in a v.Jcu~m without co-ordinated 

support from ~JI !, ror>r jat02 rievL:l o,:nent wlngs-of 

Go ... ernmtnt, I"f~')struclllra' lmd ?t~er flMncial l:'Ist!tutions. 

4. Structurelly (.fCs )r~ generally we.,k with mec'lgrc or no 

capital ba!;e , 10.</ ;If'~r::tln~ sn~ecC: ~nd scanty "''Jl urne 

of bus i n~S5 . 

In so:ne of th.,: orcs t ~tE; l .. ~\·,· it~.; lf Gt;leS not ~ro'lide for a eepltel 

st~ucture while w~i'l ta var r:('tni'~ YJI!l '/G been CoOntrlbuted are more in the 

nature of count~rpart funds rather th 1m as n buffer to a!lsorb losses 

and loan del lnouenc les. (V=iue of land o!nd other ,..on~bonkrng assets p~.ssed 
on to OFts is shown c:r; CIlP':'<! 1 in so'.'p. C<lses.) 

Th~ profi'~ of O~r:s ShOOt:!>: 

a) Capl t ~' B~ 

2 OFts halle n", c'-1'·" f:.:!-ital - Gr~n",do! A!:,f"icultural and 

Industrial ~lIel.~:>'il .. ~ nt torpor!ltion I!nc Uevelor:ment 

Finance Cr.:r:mrl!tion, St Vincent. 

2 eFCs hC!vc only not:lin.21 cr.iOunts ·of c~plt:'!l - ~velo!lment 

and F!nance eor;l :' ;-:;tion, St. Kit ts o!nd Agrlc:JltUr'"i,1 Co-operHlve 

Bank of St. VlnCl!nt. 

6 OFts h!:ve toler~ble levels cf c.!Ipitnl In terms nf their 
, 

book ... "Ive (St. L'..Ici.) 2- C. ':l lnic(! - Belize - Antlgu! and "bntserr"t). 

5\bs tan"tfa I ·~cap I t13 I i sa ti on h.,:. I:)ccurred I n nos t cases due 
to progressive administrirt.lve and 10M In'Up.<; . 

.... L-____ _ 
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The Qener!ll obs\':rvl!ti"r. i s thl'lt If efes in LOes c('IrttlnlJo to :ll' .... ret.:: 

with this set~uil, the r£c.o· ·t:ry :A t!"le Bi:!n~'<; IOi'ns \or')uld pose teri t)u s 

problell'l5 . The (lLlestlon thercf ')fC arises .. " to the course C'f /'jcti" .. t l' be 

ta~en, vls~a-vis the f~ture set-u~ ('If orcs. 

There can De no t'NO o~jr.jcns that DFCs c ~nnot be allowed to continue 

operations f:;r lonl) \<l ith G?vi.:rnll)~nts merely meeting annual sul>ventlons. 

OFCs have to ~e so structurec cs to make them function as vlDble units 

If COB Is to c.ontlnue Its Nco£nltlon of OFes as sister org,lnls"tions 

ell!Jlbl~ to un Its line of creellt. A basic ~vel of or!)anlsatlonal skills, 

loan appraisal a.,d <ld,'l'.i l'1istr.,,;~i ... e ccpabllltles arE: ;:,1s0 to be assured ItS 

essential reforms. 

Considered liS 1I strl!t'!iY ft .r reor~<':nislltlcn ...... ~. f OFCs: 

I. PcVllrrr;: all tlFCs on the :>~sls of., model type of OFe 

with acc.epte~ r.~rarnetcrs Icacln~ to viability In th~ 

1I\;c!lurn-term futur(!. 

II. Estat.ll$h 3 f'.t:!,;ionl!l OfC for lOCs functlonin!) thrClu9h 

branches in scve~ c.ou~t ries (~cllze excluded). 

I. Proposa I to Pe\'emp orcs 

Three f't:Idels of orcs ..... Ith different debt/equity relationships 

have been workeC: out - ;ppe:'ldi)( II - Typc.: lI5:1, Type B 3:1, Tyre C 2:1. Dmed 

assum?tions common to ~II ty~es arc: 

I) C09 pro"'ides ;)11 ('Iutsid~ resources lit 4~ i'i!r annum. 

11) I\vuage lending ratt (11"1 su~-I Ol'ln$ Is lJ~ ,'er annum. 

III) level of sub-loans tit YeM 0 Is SI million, 

Increesin~ every yeer at 3C; of loans outstandJn~ • 

..t. Iv) :;dr:linistr!!tive ex:>enses 1s SluO,OOO at Yeu 0 \·lith 

10 i incrc~se f:v~r,' year. 

• • 
y) Provision for 10 M losses is made every year at 

5% of l!:lan di sburser..!nts. 

vI) No short-term Investments of fur.ds arc conceived 

until viability is achlcved. 
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The Oank will also l':ave toJ contlnu'! tht: purs:,!lt o~ twc ('ther strat~gles 

alreoldy in operation, viz: 

I) amalgamating OFCs In those jsl~nds h.,v1nO more than one 

OFt (St. luci., olnd St. Vincent); 

II) pruvlde the services of an experlenct:.d lo\enager to each OFC 

under tlOl, Technical f\Sslsttlnce to build up necessery aprralSlJl 

and ganerel t'nnking capabilities. 

One of the ways cf ~e rsu8din~ the LOC Government~ to accept this 

programme of revampin~ all OFts es sUQgested abovp. ooulw he: 

I-} c ~n Qlve e 50 Year Inter(:.st~free Inan to Governments for 

eneblln? them to contribute t n equity of OFts, (say 

£CSIt r:lillion sj.lreod over f:"l'H years to .,11 seven OFCs). 

i1) OFC Invest th~ equity so ccntrlbuted In special COU ~ds 

(the i r m~t:u·ri:Y SCl re\' tJlvCd to) make COL loan self-liquidating) 

sey at n IMerest and C:;>:; a:; the! r Cilnkers make QalAful 

de;lIuym,nt .ur -:;he f.Ui.CS. 

III) COll meet <.111 th.:::ir resuurces r,oeded for develoJr.1ent prcjects. 

Iv) COD ~ivt a revolving fund (or float) to meet d8y~to-day liquidity 

needs tc be set ., ff e~Dlnst ,..e Jr.1bursement claims. 

v) Jnten~st ~n O,nds wt ll be ;'Ield to ~FCs In lieu of 

Goverment sub vention. 

vi) COO c."oivl.- c.. full-:;cale [",Inlng pro!)rar;'lTll.! to devfllop 

!Staff cap:lb i Ii t j es of Dre:;, 

106 



"9-

~yHel!l5 and fl r~cedure5. ever t. .,erlod of time It could b~ 

dev(doj)e~ as D s;leelallsed flnilncl!1 Instrument to 

promo t~ ~conomj c Dn~ dev~lor~nt policies ~f LDCs as ~ unit. 

i I ) P.>O r operation ... ' ba s e .,f so~ o f the ~nOer e'.'untr!cs wi ll nr.t 

hindlo!r the b r<lr.::,es extending nel'id·besed credIt ~nd se rvices. 

ill) 3ranches coulrj klJ:;. rea listIc interest rates/po licy 

and try t o:'- nnbili sc local reS::lurc ~!'o. 

iv ) ~ronche5 CQ~I ~ be free t : function on aceer- te~ business 

s t"nca r d! . Insu ln t a po l it lc<l 1 Interference and crelltE: a 

~e tt~r jr:);)aC of i ts devt:lorwnent ro le. 

v) Scarcity of skilled rn<:na\lerlal pt: rs on nel t o run OFCs could 

be s')lyed 1(, a better WDy with recruitment cnc 

training ;)rr'J ri'lr.rncs 

Dlsacvan tages WOLI 1;1 IJc : 

I) GrandI o f ore 'r.' iil h.,v~ n~ n~er~tlonel au t onomy nnd c!lvldcd 

de cl!> l;-.r,··:n<; :: in9 resj)or.si t-II it ies at b ranch leve l Dnd t"at o f 

HeD .! Off ice \~i J i crODtp. two t :e r:; of bureaucrltcy. 

il) Or"ncn of OFe will h<1vt.: IIttl(:: or 110 involvement In 

f.ovcmlMnt '!. rirlnnl::!! and dcvrd~p.;,.~nt pro~r"nme!>; 

h::>wever, It can al~: ,ys vary priorities t o all')n with 

r",v~ rn!ren t ' ~ po l i c i (,s • 

iii) It IMr fl nrl it ~;ff icu lt t o ac!lIc\'e t hl..! ooch·necded orchestrated 

sU;l;::O r- t fro. ::'1 Hc; rent Cove r-n~;t dc~~r- .. ,,'I;nts rind 

in f rL'strt1c t llr .. 1 ir. 5tit ;J :-~,:,ns, 

iv) Pr-~:- lE:m C " j o<:,~ df:Jinquencles c~ul d pose d!fflcult sltut!tlons 

wlt!1;lut r,OVCI1Wlo"'1t's SII;>l'Iort. le~.,1 action m.,y h~ve sedous 

IIm i :. a tl o.,s i r. r:;"'cn situntions. 

,,) Olffp.; r-e:. t IcvG. is o f dcv~lopmc~: and IOlln cbsol'ptfon In 

tha cbUnt 7i ~S~1 br-ing about co~JI~ints of Inequita b le 

r'!s u lt b~ Ul,!r.::f i ts. 
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This i':!pcr atttll';:ts tc fo:..:s the r:1~jor Issues In ... ?l ... ed a!l-j sug~~st 

~o5Slble strntc iJ lcs for r~o:'":JMis.;t ion cf r:fCs in l.ncs. 

One~ u ?Ol icy cecislon is taken on the str~te~y to be ~rlorted. 

financial and opc rctional details for Its lrn~lementr.tl on could be 

w:1rkE:d out. 

Att"chmcn ts 

RPI/mpl 

'l' . 
\ ' 
N '· ·-----

r., P. lye. 
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~AlCULl,T I Otl$ F''':R ." "'~D El ore 

Eq uity 
Debt 
Sub-loans 
Income 
Admlnlst~etlve Expenses 
P~ovlslon for Loan Losse~ 

y!.. .. ~_ .•. _ .. '!.!:' __ . .. X!.·~ .. _ !.r: .. l._ .. _. '!.!:_~_ 
167 217 282 367 ':76 
833 ',08) ',408 ',830 2,38:: 

',000 '.301J 1, 690 2,197 2,856 
67 87 113 147 1~O 

100 lie 121 133 1~6 
__ ... ~ •• . _ • ..!.5 ____ !O ... _~ __ li. _ . ..ll 

-33 -38 -28 - 11 +11 

Operating Spread. f.67% per ar.n~ Total Equity . SS6 

r,' . ,. 
~,./ 

/', 1- . ., '.,._~r. 
'\ • ..,. ' I 

TYPE e - OlE Rot 11) - 3: 1 ""'------- ----., ...... _-
Equ I ty 
Debt 
Sut>-loans 
Income 

" \ Administrative Ex~enses (1 ' 
Provision fo~ Lo~n Losses V \0-( , 

. \) . I " ("',/ l" 
/' ./-,,' 
,~ ~, 

,~i' t'" '/ 
1\ ,... /' Opr-rat I ng Sprr.ad "' n 

TYP., . .£.: .. OLE •. RfS.t,l fL'.f.:], 

Equity 
Debt 
Sob-loans 
Income 
Admlnlstrativ~ Expenses 
Provision for Loan lcs~c~ 

Oper8't tng Spread- : 7.3-:'% 

250 
7S!l 

I, OUO 
70 

1 DO 
.... _ .. _ .. 

- 30 

333 
G67 

1.00G 
)j 

loa 

325 423 54r>, 7 III 
~7S 1 ,267 1,641 2, I 42 

I ,3D!) 1,69Q 2,190 2,856 
~I 111 154 20Q 

110 121 133 !l16 
_ ! 5 _ _ • 20 2' .... _.3} _ .. --... -.: .... 

-34 -2) -4 +21 

Total Eaulty • 605 

43) 563 732 95Z 
8(.7 t,127 1,1165 1.~04 

1.30n 1,6;'0 2,197 2,85(· 
:'5 1£4 161 209 

110 171 133 146 
_.!.5 __ . _ ... " "._ . ..... _.25 .. _ .. _ .•• l! 

-3D -17 +l 
----. _ . . . --... _._ . . --- - _.'--'---""'--

TOt~1 EqUity = 1',023 
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November 1 ~. 1977 

ANNEX: VI-9 

Consist of 13 pages 

SUbJect: OfCs in LOts ~ Proc:ramoe for Struc.tural ~orr.ani5ation 

"'.anagerre'H (or.llTli,ttce t-,ad ~rclij,\inary di scussions or. tnu /"Iomor.lndurn 

of Oetob!::r )1, 1377 on the above subjt:ct and dlrecu:d that the three /"od.?l s 

o~ (IF'es sho •• ," et Appe:dlx II to thllt note may be reworked 01"1 revised noms 

as under : 

i) Adrdnistrativc ~xpenses of .:; DFC to be ECS175, CO D (lnst<!lId of 

[(5100,000) at Year 0, with 10~ increase Annually. 

il) Provision for l~an los~cs t~ b~ at 3; of loans outstandln9 

at the close of ellen ye" r, inste~d of src of Increment;)1 8nnu~1 

10&1'1 disbursements. 

Calculetions on the bes ls of revised norms for three ttodcls of 

OFts (Types ~, B. C) ar~ shown in Appendix II I. 

To help apprecilltion of the varied financial Impact arising from 

'Provi si on for loan losses ', fi~urc;s based 00 three different criteria have 

also been worked ou t (AppendlK III) , thnt Is: 

I) at 3 ~ of loans out5tandin~ ~t close o~ each y~ar, 

; I) at 2t of loans out5tMdin~ .. ~ t clost: of eFich ye" r; 

jii) at P of I ncre!':'lentc I ;,nnu"l Ie .. " d i sbursements. 



Kec~in g in view the t llrf.let o f l oa~ o:-,ert:ti ons ., f $3 mill Ion at the end o( 

Yeer S. It mny not be real ist i c tCi ~SS;J~~ th~t jFC s'::arts c~ Inltlv with a 

full complement of stoff; this c.oul~ n raJuI'Jlly be built up over a perlo~ d 

fIve years . t..tsed 00 this pr"!:f:'I<1tlc tlr~roach. one cnul:1 take t h., .. : lew th~t 

a OF'C may ste rt l'~(! ratlons with the existing com::l1ement of s aff, "'"'J r.,~u,,'ly 

building up requisite stoff C4p~bllltj~s ~vc r the next five Yo o rs . Any 

administrat i ve ex;>enH:s left uncovered by lnCOITIEii (after t.\,Jking rro\llsl on 

for 10lsos) caula b. capitnllsed during the first fl\le yeers and made good 

by Covemment, in addition to the II!;qult y con trl!)utl on required to he m"d6 

by It for keepin) UP the debtJequlty re letoionshl ;:'l "t 3:1 on an "nnu,,1 bil Sl s . 

In fact, the wo rking of a Model OF'C 0 : 1 de bt/equity r ll tio) wI th lIc:!mlnlstrllti \le 

el(pcnsel tit 5150,000 et Ye~r 0 with 10 ~ <lnnua l increase and I!It\ &"Inu,,1 

provision f o r bed debts et St on increment., l 1000n rl ls~ursements shows th"t 

tke OFC will work a t a profit o f $1£, 000 at YOll r 6 (l\p;'Iendlx VI). 

'We I!ID'f therefo re l'Icc.e pt ./iod.l 1 t (deb t / equ i t y rotia 3 : 1) os the stanC.1lrd 

for restructur lno all OFts Jr. LDCs. 

HIIMlJelllln t ConmltteO! als ::> ral se~t il"'ter ~ (ll i::: . two othcr strll te~les t o !:Ie 

consldererl whi le de,,)lnlJ with t he questi on nf reo rg::lnls !t t lon of OFCs: 

I. COU o~en branches Ii" e ll LOCs (.,ltelOlll tlve No .3) . 

2. OFCs j" ay be restruc t ured t ll function as whc ll y o r jl <!rt) y-~ncd 

subs ldl ~ rles co ( CO:' (al te rn ll t i ",c No . ~ ) . 

Pros and cons of th" se tw') s trate lJles li rE: ,..." di seussc~. 

1. CD!; D?en Branches in (~ch LOC 

int;)lement,1 tl on of this SU99cstiun coul d !lose the foll~in9 problems: 

. ) Exlst lnt: Loan Portfollc- of OFCs 

Sh('tuld the: brllnen t a ke over and 8an in lster all sub-Io..",s 

of OFCs as existing at p rcsen t. thot I, • Includlnn loens 

fallln!) oLotslde the pilra-:lcl!ter-s f ixed for use of COS funds. 

If so, the recc'l\ler"bl~ portion of such funds hes to be 

determined hy .. det~ i led examination end acc:ounted to 

Covemr.ll!nt (tht: I rrecr:'lVerable portion mlly be held In 

" le~arllte " .llec ei "" II CCl."Iunt> . 

, 



'oj';! 1 SM '/t: tr .... :t t ;1:' r'.· 'os "" Pt' t" , c ~ .. , ,.~s:>cc r·t t .e ... r~ nc. , ;-ec"111": 
v:o!!::d €: CV~"'1 1flc>, cxr· i r ':" t"~ in lt i,\! r ive yenr~ . Th e. 

n::cUI1'lI.:I:! ! c! l o!O s of t:.:ch b";)~ ch for fl\'o YU<l rs ~.111 ".:! 

5722;001] ( S t;,nta l"'l~ j, .A'~:'IcndJx V) ;'1nd fo r seven br;'lncnes 

it woul d amount t" i'l t :') t ·"d 105$ nf £C$S . O mllllr>n In 

five. years t o be bome ily COD . There c .... uld also be p rn!. lems 

c:>nnt;cted with tahin!'! ,'\11:: 1'" ~xlst'ng st3ff of OFCs !>y 

t~£. b ranch"s. 04·' ".. - , • 
0, \ ", .. .... . ' .. . " ~ 'I ::. .... " 

The lIdv~n t ;;ges ,1 ri! : 

1I) Srllncnus ccul ~ r::sult In 9 rcater effi c ient-I, buter c" ntro:)! 

ove r 10MI portfo llu , ')t:nerll1 i'l'lp rovemcnt In the qU 11lty ')f 

administriltion an," :",erh.:;ps SQI:'Ie s"vln~ In ove rall 

oloministrcaive expenses. In lIddl tlon the.. serv ldn;. <:> f i.'1an 

ilccounts ~o r ::ncunts e:"o'lc USS100 ,000 p r~sentl y i!l ttended to 

di r~ctl y from coa c~ul d ~6 decentrallseJ to 

the b r.,nchE:s . 

b) It cou l d !'Ie .,JVJntill)f!('US t.:l r .. 1Vernmcn t In that c<l f'l it o"d input in 

DFC~ by c.."'vcrnf:\mt coul ;l be cvol dcd. 

Loan del lnquencioas ... .' ill h~ a Jlrect responsi bi lity --: f the COD. 

l~on udminis~ration/su~ervlsion c f COB Qvcr Its seven br.1nches 

will h,w,;: to be! cons I derc'lb I 'I strengthened . 

2. Pc=structurlng OFCs t " FunctIon 3S S :bsl~llIries 

The ownc r shi ;'l C"f equity r:f l! J FC ',oI'1cther ent i re l y ~'I CDe nr r;<1r tly 

by it Dn~ the ·loc;:1 Cvv~,"l'"Iants r.::cs no t m",teriillly affect tho: 

economics o f Its o~rt!:.ions leA ; in ~ t l') vlebility. However, this 

str! tegy could im~ rovc mcnaJement und tech~le~ 1 ce p!bliities end 

improve the overnll efflc!enc'l ( .. I its operetlons. On the (l ther henc, 

If COB tries t o retain contro l through r:lllJorlty shnrehol .lI n'ls, thel'"e 

~ould b~ noorn for day-t:'}-d~y conflict In man!gement dDelsi ~ns 

without In any Wily im~l'"ovin!J its vl~billty as~ct. 
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~u lty 333 
Oe~t 667 
Sub-Lo~ns 1 . O C ~ 
Net Income 73 
Ad~Jnlstr&tlvc lxpcns~s 175 
(I) Provision for 10Jn 10SS I:;5 

at Jt of lo~ n outstand lng5 )n 

-132 

(2) f 2t of loan o.utst~ndln9~ ZO 

- \12 

, 
' 1 

~33 563 732 952 1,237 
(l~. 7 1,127 j ,ItE5 1.geL 2,1,75 

I • ) 'JO 1,690 2,198 2 I r.5(' 3, 71 i. 
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0) ~ 5~ of incremen t.:!! :!n"UiJl 

disbursement 2C 25 33 ----_._--- - .,.,,_ . ,,---_._--- -
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Ope ra ting Spr~iJ~- 7,33~ 

l o te! Lo~n '; "f Lo~r, ~ of Loon % of l'Jon Provi s i !)ns 
Prov isions i'r :)Vis i-; ns Prov'sAon to Cl,l r.'lulntl vc ~1C::t I n:cmc. 

to t o t o I Loan to Ne! II~omE: 
for 5 Yrs. .t 'fr • . 5 at Yr. for 5 ~' c':!rs 

- -- -
I 380 10.2 Ie: .a~ ItO.]:I; 
2 253 6.8 :!7.2'l 27.1% 
3 136 3.7 15 .&, " .6' 
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Sub· Loans 
Net t ncome 
Adm tnlstrJtfvc Expenses 

(I) Prov'sl o ~ for loan losseo; 
at n. of outH~nd'ngs 

y y . \' 
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some standolrds 
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expenses 
o. if It 
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,~, I funds r r ", fr om Head OfficG " 

, cos t af 
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i. an f ndependent OFC. 
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2. Provision for ban Insses a t 5 ~; of ar:nual loan disbursclTIr.nts. 
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PRIVATE BANKS OPERATING IN BARBADOS. EASTERN CARIBBEAN , GUYANA AND JAMAICA 

BARBADOS 

8ank of Novia Scotia 
Barbados National Bank 
BaTclays Bank International Limited 
Canadian Imperial Bank of Commerce 
Chase Manhattan Bank 
Citibank N."'. 
TIlc Royal Bank of Canada 

ANTIGUA 

Canadian Impe ria l Bank of Commerce 
Bank of Nova Scotia 
Antigua Co- ope r ative Bank 
TIle Roya l Bank of Canada 
Barclays Bank International Limited 

DO!1INICA 

Barclays Bank Interna tl o~al Limited 
National Commercial and Development Bank 
Banque Antillalse 
n le Royal Bank of Canada 

GRENADA 

No . of 

7 
4 

14 

• 
1 
3 
8 

1 
1 
1 
1 
3 

3 
1 
1 
1 

Banks 

Barclays Bank International Limited 
Canadian Imperial Bank of Commerce 
Bank of Nova Scotia 

2 (+ 3 agencies) 
2 
1 

Grenada Co-operative Bank 1 
Grenada Bank 6 Trust Comoany 1 
The Royal Bark of Canada 3 

ST . KITTS 

Barclays Bank, St .Kitt5/Nevis/An~uilla 3 
Bank of America N. T. & S.A. Angu111a 1 
Bank of Commerce St.Kitts 2 
St.Kitts/Nev1s/Angu1l1a National Bank Ltd St.K1tt-B & 

Nevis 3 
The Royal Bank of Canada 1 
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§T .LUCIA 

Barclays Bank Internationa l Limited 
Canadian Imperial Bank of Co~rce 
Bank of Nova Scotia 
Chase ManhattRn nank 
St . Lu cia Co-operative Bank Limited 
The Royal Bank of Canada 

ST.VINCENT 

Barclnys Bank Internat i onal Limited 
Can.sdian I mperial ·Bank of Commerce 
B£l.\\\ of Nova Scot i a 
National Commerce Bank of St,Vincen t 
The Royal Bank of Canada 

GUYANA 

Barc lays Bank International Limited 
Bank of Ba'rod a 
Chase ttanhattan Bank 
Bank of Nova Scotia 
Guyana National Cooperative Bank 
The Royal Bank of Canada 

J h.'1AI CA 

Bank of Nova Scot i a 
NationD·1 Commercial Bank 
Rl)yal Bank 
Cltibank N.A. 
Workers' Savings & Loan Hank 
Bank of Comme rce 
Jama i ca Citizens Bank 
First National Bank of Chicago 
Bnnk of Montreal 

7 
2 
3 
1 
1 
2 

2 of 2 

2 (+ 1 sub-branch) 
I 
1 
I 

10 
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5 (+ 2 sub-branches) 

S2 
4S 
I . 

S 
11 
14 
6 
5 
3 
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Annex VII - I 

~; ~TATt 015774 

NNNNIN wr> a809 
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R 200541Z JAN 79 
FM SE CSTATE WA SHOC 
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UNCLAS STATE 015774 

AIDAC 

E. o. 12065 12065 : N/A 
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.' " '" '79 ... -., . 
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SUBJECT: SOCIAL ANALYSIS FOR SM PLOYNENT INVESTMENT 
LOAN PP 

:Ctt) (AID 

INFO -CHARGE 
CHRON 
RF 

I, LAC/DR' S JUO!l1ENT IS THAT A SOUND SOCI AL ANALYSI S 
FOR THE EMPL OYMENT INVESTMENT rnANT PR OJECT WAS DONE IN 
AUGUST 1978 , THE eENE FICIAP.IES HAVE EXPERIENCED NO 
S I GNIF ICANT CH ANGE S I NCE THAT TIME. THE BlIIlE AU FEELS 
THAT THE SOCIAL ANALYSIS DONE FOR T HE rnANT, WITH 
MOD IFICATION S TO REFL ECT THE CHAN(1; IN MODE OF ASSISTANCE 
FROM rnA NT TO L OA N, IjILL SUFFICE FOR THE UPCOMING 
EMPL DYMENT INVESTMENT LOAN PROJECT. VANCE 
BT 
#5774 

JAN 22 127, 
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Srployrrent by I,hdustIy: Barbados, Ikrninica. t-bntserrat, and St. Lucia 

Barbados Ocmi.nica J-bntserrat St.Luc:ia 
1st Qt.r 1978 1st Qt.r 1978 1st Qtr 1978 Dec, 1971 July 1977 July 1977 July 1977 1978 

Male F.....ue Total Male FeT'ale Total , , , • , , , • 
1. Agriculture. FOrestry 

& Fishing B.5 10.8 9.5 33.3 26.3 ~2.9 24.B 43.4 
2. 'Mining & Quarrying .2 .1 •• 3. Mining & Manufactu:Fing 9.1 12 . 8 10 . 7 
4. Construction 10.4 .5 6.1 3.9 15.1 1.0 9.1 7.3 
5. Manufacturing 12.7 15.4 13.9 5.1 6.0 
6. Electr~city, h'ater ,Gas 1.0 1.2 1.1 1.1 2.9 1.0 2.1 .6 
7. Retail and ~lesa1e 

B. 
9. 

10. 
11. 
12. 
13. 

Trade 21.6 24.7 22 .9 J 16.7 [ 7.1 11.7 9.1 B.O 
Hotels (and restaurants) 3. B '.9 '.2 3.5 
Tmnsport & ~ca-

tiO'1 9.6 3.0 6.B B.' 10.1 1.7 6.5 4.6 
Financial & Insurance 5.0 5.0 5.0 1.1 1.6 4.4 2.B •• 0 
G:::Jverment services 

[31.0 
17.8 14.0 24.1 18.3 r 

~ 22.0 Professional seLVices 39 . 3 34.6 3.7 2.0 1.0 1.6 
Other services B.9 8.2 14.5 10.8 L 

Total 100.0 100.0 100 .0 

'lbtal nurber errployed 51,900 39,700 91. 600 22 , 500 1 ,945 1.436 3,381 40,000 

1. .. 
3. 

calculated by AID team fran Flarbados Statist,ical Service Data fran the Continuous Household Sanplc Sur ... e 
calculated fran esti.mates by David ~'kx:d, The Nanpo.,oe.r Situtation in Daninica . . . N.P.O. Nov, 1978 1;' 
page 9.»idpoints of range of est.i.rTates used. := 
Foster, Michael and Vaughan f.'Vans, t-lan(?O:oJer in t-bntserrat ' 1978 - 1982, British Developrent Division. ~ 
Barbados r May 1978 , Table 5. Data sources : National Provident Fund and. Treasury data plus author'sfS 
estimates of self-enployed. I-f 

4 . . Supplied by David rbod to the AID team. Data source: HouseholJ Labor Force.survey 1978,1\ . lO:lke. 1 _ 

Please note that the est.inates are not reliable. Mr. \'kx:d fulieves that agriculture as a principal ,.....~ 
iMnc;t-rv nf ....,....,l~n .. ;<: ..... ,Q ... "' ... "' ... r.04 ,.4,;,,, ,·H<: ...... iho, ... :~..." ...... "'.-1 ... "" :o ... ~1 1. .......... 1., ,,-0 l~" .... l .. ..... ..:1 .... _ .... "' .. ....,.:1 



Annex VII I - I 

ILLUSTRATIVE ANNUAL BUDGET FOR SMALL BUSINESS ADVISORS 

Salary 
House Allowancp 
Allowance (Med. ~chools) 

Trdvel 
Communications and Administrative Expense 

EstimatP<\ couts for 1979 project 

Inflation at 10% per year compounded annually 
AnIlUiil Budset/Pension $Cost/Month 

CY 1979 32,300 2691 
CY 1980 35,5JO 2960 
Cy 1')81 39,083 3257 
CY 1982 42,991 3583 

t20,000 
6,600 
2,000 
2,200 
1,500 

$32,300 

Months 
15 

105 
77 
43 

Annual$Cost 
40,365 

310,800 
250,789 
154,069 

756,023 
Contingencies and Rounding ~3,977 

$800,000 

ILLUSTRATIVE USAGE PLAN FOR SMALL BUSINESS ADVISORS 

Assumes eleven SBA's will be required in the thirteen eligible countries for 
various periods of time (all contracts a minimum of 1 year). 

PERSON MONTHS OF TA 

DFC's OR COMMERCIAL 
BANKS CY 1979 CY 1980 CY 1981 

Antigur. 3 12 9 
Belize 3 9 

gi/ Dominica 3.!.1 1zl./ 
St. Vincent 12 4 
Barbados 12 9 
Guyana 12 9 
Montserrat 3 12 9 
Grenada 6 12 
St. Kitts 3 9 4 
St. Lucia 3 12 9 
BVI, Turks & Caicos, Cayman 9 12 

Total PM's 18 117 86 
Adj us ted To te.l!/ 15 105 77 

!/ To be funded by FY 1978 Grant for first two years 

CY 1982 

12 
8 
3 
3 

6 
8 

3 

43 
43 
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Annex VIII - 2 

ILLUSTRATIVE BUDGET FOR SPECIALITY TECHNICAL ASSISTANCE 

PERSON MONTHS 

CY 79 CY 80 CY 81 CY 82 

Export Promotion (Not included in FY 1978 3 14 36 24 
project) 

Estate and 8uildl~gs 5tundards 3 10 14 8 

Standard Shell Design 2 10 20 

Small 8usiness Support 10 24 24 36 

Total PH 238 18 58 94 68 

Assuming $2,500 average cost per person month of technical assistance in
cluding inflation and contingencies, the estimated annual cost is $45,000 
in CY 1979, $145,000 in CY 1980, $235,000 in CY 1981 and $170,000 in CY 1982. 
Total estimate cost $595,000. 
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Annex VII I - 3 

SMALL BUSINESS ADVISOR 

Illustrative Scope of Work 

The SBA will be an advisor to Chief Executive Officer of the financial 
institution with responsibility for day-to-c3Y operations of small business 
loans. 

SBA will be responsible for building up systems and procedures for main
tenance and control of accounts, internal control measures and building up 
management information on small businesses. 

In particular, the advisor will be responsible for establishing systems 
for loan processing, approval, recover and in small business loan operations. 

SBA will help the financial institution develop approprIate lending poli
cies and priorities. 

The advisor will coordinate the credit activities of the financial 
institution with ctller local service, financial institution with other local 
service, financial institutiolls and government departments. 

Develop training systems and staff capabilities in ~ifferent disciplines 
suitable to available operations. 

The SBA will also be a local country contact and assist in coordination 
of the 1979 AID/CAlnCOH training project. The training projl,ct is complimen
tary to this project and will finance the development and provision of special 
approving officer for small loans in place of the SILO, thereby, eliminating 
some delay in the financial institutions response to the entrepreneur. Some 
22 person years of technical assistance have been estimated to be required 
(ll LDC's X 2 years). 

The following is illustrative of the background knowledge and experience 
required for the position of small business advisor: 

Background Requirements 

Some five to ten years of ?ractical experience in commercial or development 
banks in middle-level executive positions. 

A working knowledge of small business accounting systems and internal 
control procedures, experience in small business loan approval and administra
tive procedures. 

The executive ability and resourcefulness to build up development banking 
sys terns capa[,ili ties and effective responses to small bUf:iness and industry. 

Experience in project appraisal, industrial management and marketing will 
be an advantage. 
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Annex VI IT - 4 

TECHNICAL ASSISTANCE SUPPLIED BY THE PEACE CORPS 

Examples of assignments are as follows: 

- a PCV Small Business Adviser assi~n~d tv the Ministry of Trade in 
St.Lucia. The major responsibilities of this PCV are to provide advice and 
assistance on book-keeping, pricing, inventory control, etc. to a clientele 
of some 50-100 small businessmen (i.e bakeries, gas stations, restaurants, 
etc). The pev is frequently called upon to assist the businesses in making 
applications for loans from various lenders. 

- a pev Business Manager assigned to the Development Finance and Marketing 
Corporation in Montserrat. This PCV's responsibilities centered on providing 
day in and day out advise and assistance to the managers of the various indus
trial operations that the Government of Montserrat undertakes. 

- a pev Industrial Development Adviser assigned to the Ministry of Economic 
Development in Antigua. This PCV's major responsibilities were to mee: and 
negotiate with potential investors in Antigua to explain business possibilities, 
describe the pros and cons rif operating a business in Antigua, verify the 
financial credibility of the potential investor, assist in arranging financing 
when necessary, etc. 

- a PCV Business Adviser assigned to the Department of Self Help and 
Community Development in Dominicu. This assignment calls for the PCV to: 
identify small business opportunities on the island; make recommendations as 
to the prov:.,ion of financial assistance to worthy businesses; provide advice
and assistance in all aspects of small business management. 

- a PCV Business Manager assigned to the Ministry of Trad~ in St. Kitts. 
This pev's responsibility was to l1ake the Government Handicraft Shop a pro
fitable,viable bus~ness. 

The five assignment types described above - from actually managing a new 
business to advising many small businesses to dealing with potential investors 
to some mix of all of these - describes the range of business developmenr type 
projects that are to be expanded to include more countries of the region. 
Provid;ng even a greater impact on the small business community. 
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Annex VIII - 5 

Page ---1- of -Jf.2 __ 

CDB STANDARD ~,OAN TERMS AND CONDITIONS 

Interest Rates 

Government (Infrastructural & 
Public Utilities) 

Governme t- t Financial Intermediaries 

Productive Enterprises 
(Industry & !ioL is) 

Productive Enterprises 
(Agricul t ure) 

Upper Loan Limits * 
LDC Governments 

MDC Governments 

Private borrowers 

Lower Loan Limit * 
Commitment Fee 

Term and Crace Period * 
Government: Grace period 

~erm after grace period 

Private Borrowers: 
Grace period 

T2rm after grace peri0~ 

Security Requirements 

Governments 

Government Agencies 

Private Borrowers * 

Ordinary Resources 

8 + 1 (Commision) 

7!~ 1 

91t+ 1 

BIt+- 1 

80% of project cost 

70% of project cost 

60% of projects costing 
up to US$375,000 

40% of projects costinb 
over US$375,000 

US$lOO,OOO 

i of 1% p.a on undisburs
ed balance from a date 60 
days after signature of 
Loan Agreement 

Normally 2 years 

10 .J years 

Up to 5 years 

5 _. 10 years 

Negative pledge clause 

Government Guarantee 

Soft Resources 

4%1 

4%/ 

90% of 

80% of 

project 

project 

cost 

cost 

Saml' as O.R. Funds 

Same as O.R. 
US$lOO,OOO 

Nil 

Up to 5 years 

15 - 20 years 

Funrls 

Same as O.R. Funds 

S~e as O.R. Fu~ds 

Negativ~ pledge clause 

Government Guarantee 

Adequate b~curity normally Same as O.a.Funds 
in form of first legal mort-
gage of land or other form 
without prior claims accept-
able to the Bank 

_/In the case of the Special Development Fund includes 1% per annum service fee. 

* Under COB Review 



Exchange Risk 

Purposes for which this loan may 
be us~e~d~: ________________________ __ 

Procurement 

129 
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Ordinary Resourres Soft Resour('E'S 

Borne by borrower or 
guarantor 

Borne by borrower or 
guarantor 

For productivE enterprises, and services which 
contribute to productive enterprises, for 

mdlketing, manufacture, and medium
sized re~·con:,lly owned hotels, transportation, 
and servic~~ related to the development of 
those sectors of the economy and regional 
projects. Loan funds cannot be used to 
finance budget CLfLcits or balance of payments 
deficits, for purchase of equities or specula
tion in shares. 

Utilize CDB procurement 
procedures. CDn member 
states and territories; 
USA. 

1ame as O.R. funds 



Anno VIII - 6 
Pase I - 2 

IEVELOPHENT FINANCE CORPORATIQNS* 

Backsround 

(1) Examine and fiOlDlDent on the economy of the country with special reference to 
the Government's pblicy and legislation affecting the sectora in which he OFC 
vilt operate. 

(2) Examine and comment on the DFC's charter document. 
(3) Are its operationa in keeping with its functions and powers at laid da.m 
in its charter? 
(4) Is the proposed loan within DFC's borrowing powers? 

The Projec t 

(5) Wh a t are the resources of the OFC and how much of these resources have 
actually been provided or will be provided? 
(6) Forecast of the demanJ for DFC funds classified as far as possible into 
th e various sectors and sub-sectors. The asstmlptions governing the rate of 
approvals and disbursements should be stated. 
(7) In the case of an existing DFl1; examination of its past record with special 
reference to approvals, disbursemen,zs. arrears of interest and instalments etc. 
and analysis of re cen t financial statements. 
(8) List of projects in the pipeline. 
(9) Examination of alternative sources of medium and long-term funds available 
to prospective borrowers, e.g. cOlll!lercial banks, hire purchase companies. 
(10) Examination of the forecast d~mand for OFC funds in relation to the 
resources available to the DFC. 

Management 

(ll) Comment on DFC's Governing Body and its ability to ensure effieicnt operation 
of the OFC. 
(12) What is the DFC's internal o'cganisation; attach organisation chart; identify 
and evaluate holders of key positions, e.g. 

( 13) 
( 14) 
(15) 

(16) 

(17) 
(18) 
(19) 
(20) 
(21) 

Chief Executive, 
Accountant 
hoan Officers. 
Technical Staff. 

Comment on arrangements for Loan Supervision. 
Comment on arrangements for sta~f development and training. 
Are the ' DFC's account in .r auditing arrangements satiafactory? 
Who are its auditors? 
Are th DYC's arrangements for legal documentation of ita loana satisfactory? 
Who ar~ its legal advisors? Are proper recorda and regiatera .aintained? Are 
the arrangements for the safe custody of .ecurity documents aathfactory? 
Are the arrangements for maintenar.ce of inaurance by borrowers s.tiafact'Jry1 
Are the DPC'. Policy Statement/loan regulations a.tisfactory? 
Are the OFC's loan application forms satisfactory? 
Does DPC staff use a check-list for project appraiaall and is it utisfactory1 
Exaraine and comment on DFC's disburaement and procurement procedures. 

*Or aimihr institutions. 
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Financial 

(22) Certified balance sheets and income and expenditure statements or the 
Government Auditors Report for the last three years should be obtained. These 
financial statement& should be analysed with attention being giver. to the 
following areas:-

(a) Fixed Assets to Net Worth 

What is the make-up of net worth? Since the DFC is a Finance 
Corporation, its investment in fixed assets should be at: minimwn. 

(b) Total Deb t to Worth 

How much debt is current and how much is long-term? What is the 
rplationship to net worth? 

(c) Is the DFC viab Ie? If it depends on a Government subsidy, is the level 
of the subsidy adequate? Examine its ability to make adequate 
provision for bad debts and to build a sati&factory level of reserves 
out of its earnings. 

Analyse the Working Capit~l position as follows: 

(i) 

( ii) 

(i ii) 

(i v) 
(v) 

To what extent lIas working capital been retarded by investments 
In assets other than those that are considered to be in the normal 
operation of the business. 
Have earnings been sufficient to provide for growth of resou"t"ces in 
line with increased inve5tment? 
Is the dividend pulicy, if any, desig~ed to permit a steady expansion 
of resources? 
Have operating losses proved to be a seriops drain on resources? 
Is the DFC able to meet its annual maturities or deferred debt without 
draining its working capital? 

(vi) Have proceeds of new financing been applied to strengthening the resource 
position or have they been used for other purposes? 

What is the DFC's interes t rate s tructur2 and its other r:harges? 
Does the proposed loan involve a foreign exchange risk and how is this covered? 

General 

Assess the impact of the DFC on the economy of the country. 
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Annex VI II - 7 

SUB PROJECT REVIEW CHECK LIST USED BY THE CDB 
Page of 4 ------ --~---

Manufacturing PnjJects 

Descrjbe products to be manufactured and estimate required ex-factory 
prices. 

Define the Market area and estimate the total market potential. 

Consider location of f,ctory in relation to market, lahor, airport and 
sea ports. 

Examine competition '~oth within and from outside the market area, and 
depending on this dermine the basis of marketing and distribtion policy. 

Estimate likely market share. 

Projer.t sales volume based on market share; consider possible start-up 
problems and set-backs in the initial years. Is there a seasonal influence 
in the market? Will there be any Government action - allocation of quotas, 
tariff protection etc.? 

Operations 

Describe overall physical requirements (plant and equipment). 

Describe existing machinery, equipment and vehicles showing year, purchase 
price and estimated value. 

Describe new machinery, equipment and vehicles required. 

Capacity, estimated cost (including ~tallation) and suppliers. Can 
CDB procurement guidelines be satisfied? 

Consider local availability of sp3re parts and maintenance service for 
machinery and equipment. 

Estimate Working Capital requirements. 

Investigate suitablility of existing/proposed factory layout. 

Check whether technology is appropriate. 

Estimate labor cost per unit, broken down by operation if possible. 

Investigate adequacy of resource requirements: 

(a) Present and future raw material 
(b) Present and future labor supply 
(c) Availability of plant and equipment, of technical support and 

training facilities. 
(d) UtUities and services. 

Estimate material costs per unit, broken down by size and type of material. 
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Estimate unft costs of packaging, consider arrangements for shipping 
and distribution of products. 

Estimate monthly direct productiun costs such as utilit~~s. maintenance, 
supplies and general productl0n peraonnel. 

Estimate annual general operating expenses. 

Estimate pre-investment costs such as legal fees, travelling for 
inspection, moving staff, training etc. 

Detennine Break-even sales; project income and expenditure in detail show
ing profit or loss. 

Estimate total dollar sales. 

Financing 

Estimate of Capital Costs: 

(a) Land and Buildings 
(b) Machinery and equipment (including installation) 
(c) Initial in"rentory investment 

Estimate of inventory build-up, increase in current assets, and the 
effects of deferred payments and receipts. 

Identify sources of financing and determine Clebt/equity ratio. 

Est:imate debt service requirements (loan amortisation). 

Prepare cash flow schedules and calculate financial rate of return. 

Determine the adequacy c,f the security offered for the lJroposed CDB loan. 

Tourism/Hotel ProjeLts 

Brief history 0: the tourist/hotel industry in the country concerned. 
'.IOW many units exist in the class of establishment proposed? What is the room 
'ccupancy history for the flast four years and how is it projected forward? 

What is the seasonality of demand? 

Define the exact strata of the tourist ffiarket to which the project will 
appeal and the geographical areas from which visitors are likely to be drawn. 

Outline the marketing strategy required to achieve the occupany figures 
forecasted. 

Appraise the quality of top and middle management proposed. 

Clear definition of assumptions used to arrive at the financial and 
economic rates of return. 

Bleakeven calculation in terms of both gross revenue and room occupancy 
percentage. 
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FINANCIAL ANALYSIS 

The following procedures should be followed where applicable: 

A credit check should be made on the borrower. 

Th~ firm's ~~Lti[ied, audited oalance sheets and operating statements 
inclu~ing any other financial statements or prepared budgets should be 
obtained. 

A trend analysis from the above statements should be made involving the 
use of ratios to show tl.e following: 

(a) Liquidity Posi tion 
(e.g.) Quick and current ratios 

Inventory Reliance 
Inventol'y and Receivables Turnover 
Cash Conversion Period 

(b) Defensive Position 

Fixed Assets to Worth 
Deb t to Wo rth 

(c) Analysis of Net \~urth Section of Balance Sheet 

(i) Type of shares e.g. common or preferred 

(ii) Voting rights. Are the preferred shares voting 
or non-voting, cumulative or non-cumulative? Are 
they callable? At what price and at or by what 
point in time? 

(iii) Who are the shareholders and in whet other 
businesses are they engaged? 

(tv) What brought about the changes in net worth. if 
any? 

(d) Profitability in Relation to Sales 

(i) 
(H) 
(iii) 

(iv) 

Gross Profit Margin 
Net Profit Margin 
What are the tax obligations of the firm and are 
they being met? 
Are there any contingent liabilities by the borrower? 

(e) Debt Service Coverage Ratio 

Structure of costs and returns 

(i) 
(H) 
(Hi) 

gross value added 
net value added 
capital employed per worker 

Regional value added (in CARICOM Regional Context) by the project. 

Financing plan for investment. 
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Cash Flow Projections 

Projected income and expenditures and source.s and aJ:'plication of funds 
statements. 

A brief analysis of thes~ statements showing assumptions used. 

Any other statements relevant to the project. 

ECONO~IC/COST BENEFI: ANALYSIS 

4 - 4 

Description of aspects of the economic environment relevant to the success 
of the project. 

Market Analysis: Structure of market. Trends in demand and supply. 
New technology affpcting ei~her demand or supply. Competition from other 
industries. 

Discussi 0 n of the nature of the benefits and costs. 

Statement of assumptions made in pricing benefits and costs. 

Who benefjts from the project? employment, wages, purchases from other 
local industries, taxes paid, local shareholders, etc. 

In the Lase of infrastructure projects, what industries use the applicants' 
services and what is the trend in such industries? 

Calculation of the economic rate of return, or alternatively, of the 
maximum justifiable investment. 

How sensitive is the rate of return to probable increases in costs and 
reduction in benefits. 
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Page 1 of 4 
OTHER EXPORT PROMOTION ACTIVITIES 

The export promotion activities contemplated ~lth this project 
are in suppo:t of the small b1Jsinessmen. Other donor a<:tivities are 
indicated in the following two s'.Im.llaries: 

SECOND MEETING OF THE CARIBBEAN GROUP FOR COOPERATION IN 
ECONOMIC DEVELOPMENT 

CHAIRMAN'S REPORT: SUBGROUP A - P£GIONAL PROGRAMS 

June 8, 1979 

"With regard to export promotion, it wal> agreed that .the World Bank, 
with the participation and support of the UNDP, the Inten.ational Trade 
Centre UNCTAD/GATT, thE! Organization of American States, the CDn and other 
appropriate institutions, would prepare a proposal for a long-term regional 
export promotion program, which would inc;.l,de: 

a) estimates of the aaditional technical assistance in regard to 
both general policies and specific programs that may be re
quired over the longer term in this field by the Cari'Jbean 
Governments; 

b) estimates of the technical assistance required by already 
established industries to reorient part of their production 
towards export markets; 

c) institutional arrangewents for establishing a regional export 
promotion program, including: (i) strengthening of national 
export promotion efforts; and (ii) establishment of common 
export promoticn services; and 

d) provision of necessary export training for the private and 
public sectors." 
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CARIBBEAN DEVELOPMENT·~BA~N-;;K 
P.O. Rill( "'ON Wilde, 
~. Mkh:wl Ibrhadu~ W.I . 

-'nl4<pbOlnc: MIS: l't!bk Addm.: "C.riliink," T,hill Wam. 
R~f: 39Q.2 I1I1Y l:9. 919 

Hr. Joseph H. Blatchford 
President 
The COllin I ttee f o r the Ca rlbb(: i:;n 
1700 Pl!nnsy lvanla A",cnu~. il.i-!. 
Suite 670 
'Washington D,C , 20006 
U.S.A. 

Dcar Hr. Blatchford: 

I ackno:lW l edgo with thanks receipt of your Coo"1lttee" . Bulle tin Vol. 1 
tlo. I, and of the uCOII'Ipanylng Information sheet. Doth doc~t:n ts I found 
ext reme ly Interesting. part/cl.olarly OJS two of thl! areas with which you are 
specifically concerned a r e trade and Investltlcnt. both of which also fall 
Into the 5phcre~ f)f CtctlvU V of the pro~ rlil1mc fo r wh ich I mil presen tly work
Ing. 

You will Cl!t ta In Iy ~. familiar wI th the Car I bbean Deve I opMent Bank 
(CDS) and po~slbly aware that the Bank Imp lemented, at the be91nnlng of 
1978 , Ju lnt ly with ' he) Cnte::rnatlonaJ Trade Centre UllCTAD/GATI lITC), a pro
g ranrne of teChtllc(i .,)i ssI stilncc In export prOOlOtlon for tile benefit of all 
the Caribbean Coor.'\UOl/calth hlcmbe r countrlc~ of the COD. The ITC Is the 
Agency within the United I~lltl ons family th,1t offe rs technical assistance to 
deve lop ing countr ies In a ll aspects of expor t promotion, trade development, 
Ina rket expansion. e tc. I am (lne of .1 three-miln tcmn seconded to COD from 
lTC's Head Office In Geneva. 

S ince Its InceptIon, the Joint CDB/ITC progrillllnc has ImplCl'tlt!ntcd a wide 
range of uct l \l' l tlcs on behul f of exporters In,., the r 'lglon that III covers, 
oriented tc promotIng trade both wIthin and 00 s ide CARl COM. The~e activi
ties fall Into three broad catego.!/.!.e: name ly: 

l. 

2. 

The assessmen t and mee tI ng of gene r.) ! f nctlonal needs , which a re . , 
common to the reg l o~ as a whole, such AS export packag Ing. training 
In export prO'l'lOtlon and trade Inforijat lon systeMS and docwnentatlon. 

Identifying broad product groups th~t_i)r I~rt~ sou rces of 
emp loymen t and susceptible of expo r t promotlo,~ . nd carry ing out 
export fMrket re search and direct ma r ket ing assistance on behalf of 
manufacturers on a regIon-wide basis. In 1978 we concentrated on 
garments; In 1979 we shall concentrate on non-traditional mar ine 
products, and possibly hand tcrilft s and Items made from \'IOod . 

2/ ......• 
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Hr. Joserh H. Ma tchfod 

3. Specific tIIll or-'1"de .)sslst!Jl'lcc fn r lod lvl 'J~a l ~I"l. dl .:.nd ';'JCdh;r;'t
s ized canpollnles. i] c'lr~d tc. ocl p i n,; then: f i nd Cl{;mrt m" rP,et~ for 
Uu:dr tJ\~n pror.'uc t~. Ilith 1.1 11 t he!, . \(':C; f"S~ilry ~IlIC:,~, l .Jppir-.'). {n-p la nt 
4·r.d out. 

Ou r r.roflr ':lIIl'1e /.1I :' .. Iso cn rrll:o oul r'::ri.;.:..'t ~) ruf rh ,,.Ii1 'lp" r ;; 1 ~C1 1 stlJd l t:s, 
he lped ur r l' n~ e" nnd majl,)~c t"jO," r a in, ~.IrJ~l1 vd ~(!t, l r.l r :; .J1, d t.!lkc,!n expo rt"'rs 
on export-o ri ented 'tud., tour s of p ro srH.:t:. tl v.: f"'.a r ke"t5 . "'Of£! dtotall :; of our 
ac tl vlth.s are contal r.ed In th l:: ac cUl'p iH ,)'I "~J $ullOnc: r y ~!'port prepared by the 
PrcJ~c t Co -c rdlnator. 

I II ~alle ways, t hc Jo int C!:L/ ITC pr oW .... \;.:c I :; .fc.~: lr ,ni .!'. to turn J nto a 
c,Jtalyst r llr o th!! r alu-orgllnil-a t/ oll!i il l'ld <r9 cncl l:s .,t' {)~r n.~ourct:s a re 
l imited and the need fo r uui5t <l nce Is , as you I-.no"" I ve r y yrc.1t. Ov.:: r the 
past seventeen mon ths, we have ident ified a l'II'le r<lnge of areal where (lUis· 

tMot~ II neCCSlia ty. For example , In t he fh::1 d of tro lnl'19 .lbne, a great 
deal ' ryf,st be done. I am enc losi ng a copy of our fleport on this ,J,utlcular 
I ltuatlcm , which Incl udes, 03S you will no t e . 01 70-polnt r.r Ion Proy r iJrmle. 
\.II! ou r H lvel aru a bl e to ICllp lc11'(H1 t two uf ttlf!St· n :C[1'lIme nci t I f)" S from our 
resourc~s, and have ch{Js~n t ho se .~hl(:h lll'l~l!~ r III l:~ to t,e the mos t u r~l"' nt 
1I11lOn,] .."Hly which r eQui r e IHlletllat!! <t tf ,.m tlt," , I't.w ly t h:! tr.strutt ors' \lork
shop, Involving vo lflts 1.05. 7 Ilnd L (a) 'InO (b) iJrlC iJ ro", lnlj semina r In 
Cost ing iJnd Pricing, 110. 13. 

Whl lo.: your Corm" l t l!f! I ~ LuU I \~ i dcr-r <,n9 In ... and nar r c.we r In scope than 
ou r p rCYJ r u/lrn~. III that we a r c: 11" lted t o th,' r.t'· r.()f'!I""ot1l~-~., ltl: mf'll'Ibe rshl p bu t 
not tied to one InC!l vldu\Jl 1141 r kp. t (howt:""' r 1,1 rgil t1 nd Imrc. rt<lnt). 'IOU 1 ~lly 
care t o r!!f lcc t ~.hetnoJ r some o r the a r c:a!. il1{' I, ,,tt'd In ou r report migh t be 
"..o rthy of your poul blc consldcrntl on u S pruJects f( ilSlt'd .:!! 1~ lt h l n your 
COITT,I/ tt cc's ot>jt.c tl ves and l enlS o f r efe rco,-t:. (lu r "'l~,n rl'.wd.H !! wou ld not 
preclude t he un doJr taklnlJ of any Jss l s t a rl ce uy .:Jn y o r tJ"ni ~iJ ll cn pro",lded the 
fo rmat nnd content we re .:Jppro\lc,d uy cea ."Jnd 1T l:. 

\Ie shou ld be happy t o kel:jJ you inforrflcd of ou r ;:actl .... ltles If this lIQu id 
ue of vll lue to you, as we do wit h the o tt,j):' il ld-alJtmcl e!i In the rog lon, 
Includ ing USA ID In Barbauos, and I look forwo1 r d to you r commen ts ;:and sugges
tions uS to how our r~utual Interests In t h i s r eg ion can best be s~ rve:! . '<Ie 
have p len ty of Ideas on what no!cds to be dOll': , an d our conce rn Is t o sec them 
pu t Into pract ice. 

/I S a short rider to the above , I have rnyse l f :,Jr rl ed alI t iI r;:at he r 
limited mission to thll United States to examine the prospects for establiSh 
log sub- contracting agreements, Join t venture arrangemen ts o r outrloht 
enclave facilit ies anong one sec tor of t he gol n nent manufactu ring Industry, 
and was su rpris ed by the highly pos itive re<lc tl on that I cncoun tco(f·d . Four 
o f the companies to whom I spoke have since been here to examine poss ible 
factor y s l '~ s. This Is another a rea where much COln certainly be achieved. 

now personally your Advisory Council mcm~ers Hr. Sll~ roo and 
Hr. f. .5l ef, and they are fami liar with our pr esence In th.:!! Caribbean. 

3/ .•.••. 
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Hs. Valerie HcComle Is In contact with ITC .ill:l lll •• ,P re'lardln9 our "rO'lralllmc. 

PJHS:og 
Encls. 

c. c. Mr. A. Ru i ba 1 - I TC 

Mr. S. Ryner - USAID 

V.x.rs :;Im.crely, 

r.J.Ii. Slcs,;;"r 
Export Harkctinq Officer. 
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC) 

FROM: LAC/DR, Marshall D. Brown;~ 
Problem: Authorization of an $8.4 million loan and 
$250,000 grant for Fiscal Year 1979 and approval of LOP 
loan funding of $8.4 million and grant funding of $1.4 
million to finance the Employment/Investment Promotion· f • 

Project (No. 538-0018). 

Discussion: This Project is a continuation of efforts 
initiated under a grant project of $1.6 million authorized 
in September 1978. The purpose of the Project is to 
stimulate the inve~tment in small and medium sized busi
nesses in order to increase production and employment in 
the region. To assist in actieving the Project purpose, 
three separate but related activities will be undertaken: 
(1) direct lending for industrial estates development 
and for expansion of the manufacturi~g, construction and 
service sectors, (2) indirect lending to small and medium 
e!lterprises th~01JS"h (i~up10flrnent finFlflC'P corpoL."It.ions and 
commercial banking institutions and (3) technical assis
tance for export and industrial estates 9romotion and 
small and medil~ enterprise development. 

Under the Project, the COB will lend directly over the 
four year life of project. Loans will be made for in
dustrial estates development, for projects in the industrial 
and service sectors, and for financing equipment, construc
tion and permanent working capital. In additicn to the 
direct lending activities, the COB will on-lend to develop
ment finance corporations and corrmercial banking institu
~ions between 1979-82. This on-lending will provide 
foreign and local funds to assist in the support and 
expansion of small and medium sized manufacturing and 
commercial enterprises. Technical assistance to be 
provided over the four year life of project will include a 
development banking specialist for the COB, one small 
business advisor for each on-lending institution partici
pating under the Project, and consulting services for ex
port promotion, industrial estates management, design of 
factory shells and technical support to small businesses. 

The total project cost is $12,360,000 over a period of 
four years. A.I.D. will contribute loan funding of $8.4 
million and grant funding of $1.4 million of which $4.5 
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million will be for direct lending, $3.9 million for on
lending, and $1.4 million for technical assistance. The 
COB, sub-borrowers, on-lending institutions and local 
governments will provide $2.0 million. This counterpart 
contribution will be used for small and medium enterprise 
credits and technical assistance. 

The Project is included in the FY 1979 Congressional 
Presentation. The total PLoject cost, however, reflects 
an increase in funding level and a Congressional Notifica
tion is required. An Advice of Program Change was sub
mitted to Congress on June 13, 1979, and the waiting 
period expired on June 27, 1979. An Initial Environmental 
Examination was prepared and a negative determination was 
mC'l.de by the AA/LAC on August 24, 1978. 

The LAC Bureau's Development ],ssistance Executive Committee 
reviewed the Project and recommended approval on June 11, 
1979 subject to certain revisions in the Project Paper. 
The revisions have been incorporated into the Project Paper. 

A review of shipping service to the Eastern Caribbean 
i!~dica tes tha t LJ. E.. flag carriers provide serVlce only to 
three of participating countries. The small value and size 
and the scattered geographic nature of the shipments which 
could be financed under the Project offer insufficient 
inducements for u.s. flag shippers to provide special 
services for shipments. A determination of non-availability 
of U.S. flag service for this Project is required and is 
signified by SER/COM's clearance on the attached Project 
Authorization. 

In addition, A.I.D. financing of shipping costs on A.I.D. 
Geographic Code 935 carriers is requested under this 
Project. Given the limited shipping service described 
above, the interests of ~he U.S. are best served by per
mitting financing of transportation services on ocean 
vessels under flag registry of Code 935 countries. 
Pursuant to Delegation of Authority No. 40, and redelega
tion No. 40.01, SER/COM has the authority to approve 
shipments on non-U.S. flag carriers for transportation 
C03ts of up to $250,000. Approval of a waiver to authorize 
A.I.D. financing of shipping costs on A.I.D. Geog~aphic 
Code 935 carriers for this Project is signified by SER/COM 
clearance of the attached Project Authorization. 

The source and origin of goods and serv;ces loan financed 
under this Project is the Code 941 and member countries of 
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the COB, except for the United Kingdom and Canada. T~e 
Bank is compospd of 18 r~gional ~c~bcrs and the United 
Kingdom and Canada. The COB's role is to mobilize resources 
from a v~riety of sources and then channel these to 
many small clients scatter2d over 2,300 miles of ocean. 
The United Kinqdom ilnd Canada have made considerable 
resources available - both grant and lo~~ - to the COB 
to finance its operations and le~ding programs. The 
COB estimates tl at it is ~anaging some seventeen funds with 
differing conditions, and this has become a sericus adminis
trative impedlment to the efficient implementation of its 
program. As a result, the COB ~~s been working to achieve 
mutual untying among donors with A.I.D. and the United Kingdom 
responding by untying procurement in earlier projects. 
Although this Project does not involve funds from 
either the United Kingdom or Canada, the RDOIC believes 
that it ~ould be appropriate to allow procurement of 
loan financed goods and services from these sources, 
thereby simplifying and improving the administration 
of COB resourc~s and minimizing conflictin0 variations for 
sub-borro~ers scattered in islands and territories through
out the region. 

As a policy, the LAC Bi.lreau has been untying loans and 
gr~nts to the COB as each project was authorized, based on 
reciprocal ilction by the United Kingdom and Canada. We propose 
to continue that policy with this Project and therefore are 
prorosing that you authorize procurement of up to $500,000 
from the United Kingdom and Canada to be used upon agreement 
by the United Kingdom and Canada to untie a similar amount 
of their future contributions to the COB for United States 
procurement. We will be SUbmitting for the Administrator's 
approval a blanket waiver on all future A.I.D. financing to 
the COB based on an agreement to be sought with the 
United Kingdom and Canada to untie their contributions 
to that institution. This will eliminate the necessity 
of submitting waivers at the time of each project approval. 

Through Delegation of Authority No. 40, you have been 
delegated the authority to permit procurement of goods 
and services for up to $500,000 in any country included 
in A.I.D. Geographic Code 899(Free World). Both the 
U.K. and Canada are within that Code. In order to assure 
that both these countries untie a like amcunt of funding 
in future grants and/or loans made during the life of the 
Project, the RDO/C in Barbados will request that the COB 



- 4 -

obtain written assurances to that effect from both the 
United Kingdom and Canada. In the event that the United 
Kingdom and Canada do not agree to untie tneir pr~cure
ment allowing the U.S. to compete on ~ non-discriminatory 
basis, no funds provided by this Project shall be avail
able for the purchase of goods or serv~ces in the country 
of such donor. 

Recommendation: That you (1) sigr. the attached Project 
Authorization for the Employment/Investment Promotion 
Project the~eby authorizing a loan in the amount of $8.4 
million and a grant in the amount of $250,000, and (2) 
approve the requested source, origin and nationality 
waiver permitting procurement of loan financed goods and 
services up to $500,000 from the U.K. and Canada by 
signinq telow, certifying that exclusion of procurement 
from these Free World (Code 899) sources would seriously 
impcie dttainment of U.S. foreign policy objectives and 
objectives of the foreign assistance program. 

, 

Approved: l (( .' A I .~ . 
, . 

lisapproved: 

Date: . ! 
.) 

http:exclusi.on


ASSISTANT 
AD.INISTIATOIt 

DEPARTMENT OF STATE 

AGENCY 1"0" INTE"NATIONAL OEVELO~MENT 

WA8HINCJTON. D. C. 108al 

Loan No. 538-W-012 
Ref: AIDiLAc/P-019 

PROJECT AUTHORIZATION AND REOUEST FOR ALLOTrffiNT OF FUNDS 

Name of Entity: Caribbean Development Bank 

Name of Project: --Employment/Investment Promotion .iL 

Project Number: 538-0018 

Pursuant to Part I, Chapter 1, Section 106 of the 
Foreign Assistance Act of 1961, as amended, I hereby 
authorize a Loan and a Grant to the Caribbean 8evelopment 
Bank ("CDB") of not to exceed Eight Million Four Hundred 
Thousand United States Dollars ($8,400,000) (the "Auth
orized Loan Amount") and 1'\vo Hundred and Fifty Thousand 
Uni ted States Dollars ($ 2 50,000) (the "Authori zed Grant 
Amount"), to help in financing certain foreigr exchange 
and local currenc~ costs of c;roods and services required 
for the project as described in the following paragraph. 

The project '.Vill stimulate increased investment in 
small and medium sized business enterprises in the Caribbean 
region. The Loan will provide credits for prograws of 
industrial estate construction, and for the financing of 
selected projects either through direct relendin0 by the CDB 
or relending by CDB through local financing sntities. The 
Grant will provide technical assistance to intermediate 
financial institutions, and small and medium size businesses, 
in conjunction with credit loan funds being administered 
pursuant to the project. 

I approve the total level of AID appropriated funding 
planned for the project of not to exceed Nine Million Eight 
Hundred Thousand United States Dollars ($9,800,000) of 
Loan and Grant funding, of which $8,400,000 will be Loan 
f~~~~~ and $1,400,000 Grant funded, including the fundi~g 
authorized above, during the period FY 1979 to FY 1984. I 
approve further increments during that period of Grant 
funding up to One Million One Hundred and Fifty Thousand 
United States Dollars ($1,150,000) subject to the avail
ability of funds in accordance with AID allotment procedures. 
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I hereby authorize the initiation of negotiation and 
execution of a Project Agreement or Agreements by the officer 
to whom such authority has heen delegated iII accordance with 
AID reyulations and Delegations of Authcrity, subject to the 
following essential terms and covenants and major conditions, 
together with such other terms and conditions as AID may 
deem appropriate. 

I. The Loan shall be subject to the following terms and 
conditions: 

A. Interest and Terms of Repayment 

The COB shall repay the Loan to AID in United States 
Dollars \Jithin forty (40) years from the date of first dis
bursement of the Loan, including a grace period of not to 
exceed ten (10) years. The COB shall pay to AID in United 
States Dollars interest from the date of first disbursement 
of the Loan at the rate of two ?ercent (2%) per annum during 
the grace period and three perceut (3%) per annum there
after on the outstanding disbursed balance of the Loan 
and on any ~ue and unpaid interest accrued thereon. 

B. Source and Origin 

Except for ocean shipping ~nd except as AID may other
wise agree in ~riting, goods and services financed by AID 
shall have their source and origin in any country included 
in AID Geographic Code 941 or in :1ember Countries of the 
CDB other than the United Kingdom ~nd Canada; except that 
the United Kingdom and Canada shall be considered eligible 
for purposes of source, origin, and nationality for goods 
and services up to a total amount of $500,000 if the COB 
obtains from the respective countries a written commitment, 
satisfactory to AID, to tbe effect that during the life of 
the Project such country will make available grant or loan 
funns (for this or other CDB projects) in a similar amount 
which will be available for expenditure in the united States 
(in addition to such other nations as may be specified) on 
a nondiscriminatory basis. Ocean shipping financed under 
the Loan shall be procured in any country included in AID 
Geographic Code 935. 

C. Condition Precedent to Initial Disbursement 

Prior to thL first disbursement under the Loan, or to 
the issuance by AID of documentation pursuant to which 
disbursement will be made, the CDB will, except as AID may 
otherwise agree in writing, furnish to AID in form and 
substance satisfactory to AID, a description of the criteria 
to be used to determine the eligibility of lending institu
tions as intermediate lenders under the project. 
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D. Conditions Precedent to Disbursement to Secondary 
Financial Institutions 

Prior to disbursement under the J~an, or to the issuance 
by AID of documentation pursuant to which disbursement will 
be made to any secondary financial institution, the COB will, 
except as AID may otherwi.3e agree in writing, furnish to ]'l.ID 
in form and substGnce satisfactory to AID: 

(i) An evaluation of the institution by the 
COB with a specific finding as to the 
institution's viability and its ability to 
manage sub-loans; and 

(ii) A statement of the procedures and criteria 
against which the institution will appraise 
the technical, financial, and environmental 
soundness of the projects. 

E. Covenants for Sub-project Lending 

Except as AID may otherwise agree in writing, the COB 
will covenant that: 

(i) Individual sub-prcjects casting in 
excess of u.S. $500,000 will be submitted 
to AID for approval prior to their being 
financed under the Loan; and 

(ii) Prior to approval of financing by on
lending institutions for projects located 
in Jamaica, the COB shall insure that 
financing is not available from the Small 
Scale Enterprises (SSE) loan program being 
financed by the International Bank for 
Reconstruction and Development. 

F. Covenants for the Industrial Estates Program (IEP) 

Except as AID may otherwise agree in writing, the COB 
will covenant that: 

(i) Prior to the approval of financing for 
an industrial estate project, the COB will 
use its best efforts to establish with the 
sub-borrower a financial plan for manage
ment of the facility that includes minimum 
rental rates sufficient to cover loan debt 
service and maintenance. 

(ii) It will work actively towards the adop
tion of a common regional policy on industrial 
estates, particularly as regards the reduction 
or elimination of rental subsidies. 
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G. Covenants For Use of Funds 

Except as AID may otherwise agree in writing, the CDB 
will covenant that: 

(i) It will provide in sub-lending agree
ments with intermediate credit institutions 
that project funds, incl~ding reflow, which 
are not used for project purposes within a 
reasonable period of time, shall be returned 
to the CDB for use on other aspects of the 
program. Funds repaid to the CDB shall be 
credited to CDB's Special Development Fund; 
and 

(ii) It will use income from direct lending, 
over and above 3% for administrative costs 
and 2% allocation to reserves, from the 
interest spread on AID funds for technical 
assistance programs that will stimulate 
investment in small and medium business 
enterprises necessary to increase production 
and employment ~n the region. 

II. The Grant shall be subject to the followIng terms and 
conditions: 

A. Source and Origin of Goods and Services 

Except for ocean shipping, the source and origin of 
goods and services financed by AID shall be Code 000 and 
countries of the English-speaking Caribbean defined as 
follows: Antigua, Barbados, Belize, British Virgin Islands, 
Dominica, Grenada, Guyana, Jamaica, Montserrat, Turks & 
Caicos, St. Kitts/Nevis/Anguilla, St. Lucia, St. Vincent, and 
Trinidad & Tobago. Ocean shipping financed under the Grant 
shall be procured in any country included in AID Geographic 
Code 935. 

B. Condition Precedent to Initial :isbursement 

Prior to any disbursement or to the issuance of any 
commitment documents under the Project Agceement, CDB shall 
furnish to AID, except as AID may otherwise agree in 
writing, in form and substance satisfactory to AID a 
statement of the name of the person(s) authorized under 
the Project Agreement to act as CDB's representative under 
the Agreement with authenticated specimen signatures of 
said representatives. 
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Clearances: 7. 
GC/LAC, J. Kessler S;~{ 
LAC/DR, L. Armstron?~aJii 
LAC/DR, M. Brown ~ ~ 
LAC/CAR, A. Funi-c-e'l'l~o~~~~-
SER/COM, IV. schmeisse~ 

r:J., -r 
GC/LAC:~tddt~~n:ec:6/l5/79:x29l82 

Assistant Administrator 
Bureau for Latin America 

and the Caribbean 

date t/L6 
date~ 
date~ 
date~_ 
date tp7-

Date 
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Project Loan Agreeoent 

Dated JLme 29 

Bet...:een 

nd 

The Caribbean Developoent Bank ("Borro .... er") 

The united States of ~rica, acting through the 
Agency for International Develo?nent ("A.LD."). 

Article 1: The Agreement 

t 1979 

The purpose of this Agre~ent is to set out the understandings 
of the parties named above ("Parties") ... i th respect to the undertaking 
by the Borro'.'er of the Project descdbed bel(Ji.!, and ..nth respect to 
the fin~.cing of the Project by the Parties. 

Art i cl e 2: T.. e Pro j e c t_ 

~ SECTIO~ 2.1. Definition of Project. The Project, ~hich is 
further described in Annex 1, ... ill sti~Jlate increased investment in 
s~all and Dediu~ sized business enterprises L. the Caribbean region. 
It ~~ll provide credits for progr~~s of 4ndustrial estate construction. 
and for the financing of selected projects either through direct 
relending by the Borro ... er or relending by the Borro~er through local 
financing entities. If necessary technical assistance viII also be 
provided to financing entities or businesses through other project 
Grant funds. Annex 1 attached, amplifies the above definition of the 
Proj ec t. 

~ithin the li~its of the above definition of the Project. ele=ents 
of the amplified description stated in ~~~ex 1 O4y be changed by ~Titten 
a£reement of the authorized representatives of the Parties n.:ll:leJ in 
Section 9.2 ..... ithout fo~l a~~ndoent of this Agree~ent. 

Article 3: Financing 

SECTION 3.1. The Loan. To assist the Borro .... er to meet the costs 
of carD'ing out the Project, A.I.D., pursuant to the Foreign Assistance 
Act of 1961, as ~~ended, agrees to lend the Borro .... er under the ter.-~ 

of this AgreeDent not to exceed Eight Hillion Four H~'ldred Thousand 
United States ("U.S.") dollars ($8.400,000) ("Loan"). The aggregate 
~~unt of disbursements under the Loan is referred to as 
"Principal" • 
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Article 3: Financin~ (Continued) 

The Lea'"! r::ay be use d to f j !~an ce f::. re i gn exchange co s ts, as 
de~ined in SecticLl 7.1, ana 10ca~ currency costs, as defined io 
Section 7.2, of goods and s2c",ices required for th~ Project. 

s~crION 3.2. Bo~ro~er Resources for the Project 

(a) Th~ BOlro~er agrees to provide 0r cause to be ?rov1ded for 
the Project zll funds, in addition to the Loan, dnG all other resources 
required to carry out the Project ef"fectively and in a timely I::anner. 

(b) Toe resources provided by Borro'w'er for the Project ... ill 
be nlt less than the equivalent of U.S. $ 510,000, including costs 
borne on an "in-kind" basis. 

SECTION 3.3. Project Assist2.n~~_~o;:J?letion Date 

(a) 1-:,p "Project Assista.t'ce Coc:;pletion Date" (PACD), .. :hic.h is 
Dece::ber 31, 1983..J. or such other date <.oS the Parties r:.3)' abree to in 
"''Titing, is the date by \.;hich the Parties estir..atE' that all services 
fina:1ced u:1der the LoaD ~,;ill have Geen perfor.Jed and all goods finan
ce_d under the Loan \.rill have been furnished fo::- the Prcjec:t as 
contew?'ated in this Agree:;)ent.. 

(l» Except a.s h.LD. oay other..;ise agr~e in \.'Tlt1n/;, A.LD. 
• .... ill not :issue or a?,)[ove doctlZl2ntation ""oich .... ould aClthorize 
dis~urse~~nt of the Lean for services perforr.ed subsequent to the 
PACD or for goods furnis~ed for the Froject, as conteT,;-lated in this 
A£reeruent, subsequent to tne P/.CD. 

--I /) /) /] - j'-, .£., ' /,;-., 
.P / /( ''\/_>/; ~_l 

(c)~eauests for ~isburse=-ent, accoc;;a.nied "'. nec:essary 
s'.l?porting docUZlcntation prescri":led in Project 1::?122e:1tation Letters, 
are to be r'~cei\'ed by h.l.D. or- cDy bank dcscrib2d in Sectio~ 8.l. 
no later than nioe ~L;ool,ns fo110;.."i:15 the PACl, or such other 
period as A.I.D. agrees to in ;..citing. After such period, A.J.D .• 
giving notice in ~'Titing to the Eorro~er, cay at ~~y ti=e or tines 
reduce the ~~ount of the Loan by all or any ?ar~ therecf for ~hi~ 
requests for disbursew-2ot, acco::?a..~ied by necessary su?porting 
docw:entatioll prescri":led in ?rojec.t L..-rple::oe:1tation Letters, .... ere 
not rec.eived befure the expiration of said period. .- T! c,'/' ", 

I .Jj) - I ..Jt'- //:;. 
Article 4: loan Terr~ 

SECT~ON 4.1. Interest. Toe Eorro .... er '.Jill pay to A.I.D. interest 
... ~ich ... "ill accrue at the rate of t~o percent (2%) per ann~ for ten 
(ra) years follo .... ing the date of the first disbursewent hereunder and 
at the ra~e of three percent (3I) per ann~ thereaf:er on the 
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Article 4: Loan Teres (Continued) 

outstandin& balance of Principal and on any due and ur.pald interest. 
Interest on the outstanding balance viII accrue fro: the date Cas 
del.toed 1n Section JI.5) of e:ach rupective disbursl!i:)C:nt". and .... 111 be 
payable semiannually . Tne first pay;:)ent of interest \,1111 be due and 
payable no later than six (6) conths .fter the first disburseoent 
hereunder, on • date to be specified by A.t.D . 

. SECTlOS 4.2. Repa:-ent . The P,orro\,ler "\,Iill repay to A.I.D. the 
Principal ... ithic (orty (1.0) years fro:rl the date of the first disburse
cent of the Loan in sixty one (61) approxi~ately equal se~iannual 

installne:'lts of principal and i;,terest. Tne first bstalloent of 
Principal 'Jill be payable nine and on-half (9-~) years after the date 
o:'l.',,:h ich che firs t interest paY>=Ient Is due in accordance ... l[h 
Section 4.1. A.I .O . '-'ill provide the Sorro',Jer \,II n an a.."'JorcizatioD 
schecule in acc.::.rdance '.ith this Section after [he final disburse~nt 
unc!er the toan o 

SECTlOS r.." 3. Applicati on , Cur:-e!\cy, and Place of Pa\,"'=.ent" All 
pa>~ents of interes and Princinal hereunder vill be ~de 10 U.S. 
Dollars and '.:ill ~e a~?lied fir~\ to the ?a)~nt of interest cue and 
t hen to the re?ay:~ent of Principal. Except as A.I.O. r.ay othe:-."i se 
spe6ify in ....,.itin&. par;:;ents ....-ill be r..ade to the Controller, Oifice 
of Financial ~~na&e::--ent. Agency for Inter:'l8 . 'onal Oc\'eloil~nt. 
~ashinston. D.C. 20,23, .S.A .• and vill be deened cade ... :hen received 
by the O!"fice 0: financial !-:anageoent. 

5ECTlOS I..4. Prel'a\went. Upon paF.ent of all interest and 
any refl.!:1ds [hen cue , the Barro'_'cr cay prepay, .... ·ithout pcna l:y, all 
or any part of the Principal. Unless A.I.D. other ..... lse agrees io 
.... ' rii ~t, a:lY such prepaY'::len t .... -ill be appliec to the insta11=~:its of 
?rinci?al in the inve r se orde~.of their taturicy. 

SECTIOS 1. . 5. ~e~esatiacian af Ter-~ 

(,'1) The Borro....,er -'!od ..... l".D. agree to negotiate, at s',Jch ti::e 
or tir..es as eicher ::.ay reque , t, an acceleration of the repayuent of 
the Loan in the event that ttere is any sisnificant and continuing 
i=:iHo ... e::~nt in the eCC:'l.ooic and financial position anI! prospects of 
the Sorro· ... er , taking into acco.mt the c3pital require::loeots of the 
3o :-!'" ;) .... c: r. 

(b) Any request by either Party to the other to so negotiate 
... ·:11 '::Ie ~ade pursuant to Section 9.1, and ....,ill give the na."'Je and 
address of the person or persons ~'ho ""ill re?resent the requesting 
Pa='t)' in such nogotiations. 
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Article 4: Loan Ter.:l.S (Continued) 

(c) ~ithi~ (30) days after delivery of a request to negotiate, 
the requested Party will c~r.rnunicate to the other, pursuant to 
Section 9.1, the n~e and acdress of the perso~ or persons who ~ill 
represent the requested Party in such negotiations. 

Cd) roe representac:ves of t~e Parties ~ill Q€et to carry on 
negullations no later than thirty (JO) cays after delivery of the . 
requested Party' s co~u...,ication uncer subsection (c). The negotia
tions ~ill take place at a loca~ion cutually agreed upon by the 
repr~sencatives of the Parties, providec that, in the absence of 
t:1U t u i:l I a g rE' e IT' en t, the neg 0 t i a t ion s vi 11 t a k e pIa c eat the 0 ff ice 0 f 
BO'rro· .... er. 

SECTIOS 4.6. Tenunarion on rull PaYDi.!nt. Upon pc..fDent in 
full of the P:-incipal ;:md 2...'lY accrued interest, this Agreement and 
all ubli,;atioilS of the Borro'~'er and A.1.D. under it ... ·ill cease. 

Anic1e 5: Conditions Precedent tu Disbu'rse~ent 

SECTIOS 5.1. first Disbursec-,<::nt. Prior to the first disburse-
Dent u:1cer the Loa:1, or to the {sSl..12nCe by A.1.D. of doct:::;entation 
pursuant to I.'hi ch disbursecent \.'i 11 be caGe, the Borro'.·er vi 11, 
ex c e pta 5 t:' era r tie s ;:: a y 0 the r.,ri sea g r e e in.; r i t i il g , fum is b to 
A . I . 0 . i n f (. r.::; and sub s r d n c c sat i s f act 0 r)' to A. I . 1:;. : 

(a; An opinion of cO'-l:lsel Jccep:"t>le to A.1.D. that this 
A£ree~~nt has been 2uly authorized a~d/0f ratified by, and executed 
on behalf of, the Dorrm.:er, and th2t it constitutes a valid and 
legally binding ob1i[.2tion of the 30rrcr~'er in accordance ... rith all of 
its ter.::s; 

(b) A stateDent of the n~e of the person holding or acting 
in~the office of the Borro~er specified in Section 9.2, and of any 
aci.ditional representatives, cogethe:- ~ith a specii':-eo signature of each 
person specified in such state~ent. 

(c) A description of the criteria to be usee to deter::\ne tbe 
eligibility of lenriing institutions as inte~ediate lenders under the project. 

SECT!OS 5.2. Additional Disburse~ent. Prior to disburseoent 
UflGer the Lo~n, or tothe issuance by A.1.0. of coc'..!wentatioD 
pursuant to .. 'nich Gisburse~~nt ~ill be Gac€: to any seco'lGary fina.'1cial 
i:1stitution, the Borro'w'er .... ill, except as the Parries cay other ... ise 
a 1; r eel n In i t i :1 g, f U TTl ish t 0 A. I . 0 . i n f 0 r.:l an d sub stan c e sat i s f act 0 ry t 0 

A. 1.0.: 

(a) An evaluation of the institution by the Borro-.Joer .... ith a 
specific finding as to the institutions viability and its ability 
to canage ;;ob-loans; and 
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Article 5: Conditions PreceJent to nisburse~ent (=ontinued) 

~b) A stateoent of the ?rocedures and criteria against ~hich the 
institution ~ill ap?raise the technical, financial, and enviro~ental 
soundness of t~e ?roject5. 

SECTION 5.3 t;otification. i."hen A.Ln. has deta~.ined that the 
conditions precedent specified in Section 5.1. and 5.2. have been oet. 
it ~ill promptly notify the Borro~er. 

SECTIO~ 5.4 Terminal Dates for Conditions Precedent. If all of 
tne conditions specified in Section 5.1 have not been net within 90 days 
froel the date of this Agree:Jent, or sllch later date as A.LD. nay agree to 
in \o'riting, A.LD., at its option, ruay ter.r.inate this Agreeoent by ... ·ritten 
notice ~o Eorro~er. 

Article 6: Special Covenants 

SECTIOS 6.1 Project Evaluation. The Parties agree to establish 
an evaluation prograo as part of the Project Except as the Parties 
othe~'ise agree in ~riting, the pro;ram will include, during the iople=en
tation of the Project and at one or Dare points thereafter: ( a) evaluation 
a f pro g res s t O'~' a r d <1 tt a ::. [lLJ e n t 0 f t:' e 0 ~ j e c t i v e s 0 f the Pro j e c t; (b ) ide n t i -
fication cnd ('vah1ation of pro~leo areas or constraints .. ;hich c.ay inhibit 
suth attain::ent: ~c) aSSC:3s::-,ent of he;.' suu~ infcr:::ation C.3)' be used to 
help overco::-.e such pro~le::-.s; arid (d) evaluation, to the degree feasible, 
of the overall develo?~~nt i~pact of the Project. 

SEC7IO~ 6.2. Special Projects. 
agre? in ~riting, borrcr.ler \.'ill covenant 

Except as A.I.D. may othe~'ise 

th.Jt. 

(a) Individual sub-projects costing in excess of U.S. $500,000 
..,fll be subr:Jitted to A.I.D. for approval prior to their being financed 
unner the Loan; and 

(1) Prior to approval of financing by oo-lending institutions 
for projects located in Ja~aica, Borra.ler shall insure that financing 
is not available fro~ 50311 Scale Enterprises (SSE) loan program being 
financed by th2 International 3ank for Reconstruction and Develo?oent. 

SECTIO~ 6.3. Industrial Lstates Except as A.I.D. ~y other
""ise agree in '-'Titing, 'BDrro'.ler will covenant that: 

(a) Prior to the approval of financing for an 
industrial estate project, the COB ..,ill use its best efforts 
to establish with the sub-borrcr.ler a financial pla~ for 
~anage~ent of the facility that includes oinimum rental 
rates sufficieot to cover loan debt service and ~aintenance. 
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(b) It viII vork actively t~ards the adoption of a 
common re.~lonal policy on indust.rid estates, 
parcicul t1y as regards the reduction or elimination 
of rental subsidies. 

SECTION 6.~ Covenants tor Use of Funds. Except as A.I.D. 
fIIay otherwise agree 1n writing, BorrO' .. 'er .... ill covenant that: 

(a) It \Jill provide in s~b-lendlng agreements vith inter
cediate credit ins~ itutions that project funds, includ
ing reflw, vhfc!". a.e not used for project purposes 
""ithic a reasonable period of time, shall be returned to 
the CDB for use on other aspects of the program. 
Funds repaid to the COS shall be credited to CDB's 
Special Developcent Fund. 

It vlll use inco~e from direct lending, over and above 
3% for administrative costs and 2% allocation to reserves. 
from the interest spread on A.I.D. funds for technical 
~ssistance progr~ that ~ill stimulate iovestoent io 
s lull and mediu:n busir:ess enterprises necessary to 

~ increase production and employr.en t 10 the region. 

Article 7: Procurement Source 

SECTIOS 7.1. Foreign Exchange Costs. Disburs~ents pursuant 
to Section 8.1 vill be used exclusively to fin~oce the costs of goods 
and services required for the Project having their source and origin 
in countr i es included i Code 941 of the A.I.D. Geographic Code Book 
as in effect at the time orders are placed or contracts entered into 
for such goods and services ( "Fore ign Excha..,ge Costs"). except as 
A.I.D. O".ay othetvise agree in \lritio&. and except as provided io 
the Project Loan Standard Provisions Annex, Section C.l (b) \lith 
respect to oarine insurance. Ocean transportation costs \lill be 
financed under the Loan only on vessels under flag re&istI)' of the 
United States except as A.I.D. oay otherwise agree in IJriting. If 
A.I.O. duerr.li.nes either that there are no vessels under flag re&istry 
of the United States generally svailable for ocean transportation 
or that Botro .... er has no access to U.S. flag service. A.I.D. in a 
Project Imple~entation Letter may agree to finance under the Loan 
ocean transportation costs on vessels under flag registry of another 
country • 

• 
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SECTIO:\ 7.2. Local Currency Costs. Disburse.:ents pursuant to 
Section 8.2 viII be used exclusively to finance t~e costs of goods 
and services required for: the Project having the:'r source and, except 
as A.LD. may other. .. i.se agree in '.Hiring, their origin in 
the participating countries -..;here the Froject is located ("Local Currency 
Cos t s ") . 

Article 8: DisburseC"Je:1ts 

SECTIO~ 8.1. Disburse~2nt for Foreign Exchange Costs 

Ca) Alter satisfaction of conditions precedent, the Borro .... er 
~ay obtain ~isbursements of funds u~der the Loan for the Foreign 
~xchange Costs of goods or services required for the Project in accord
a:lce ;.;i th the ter:::'s of this Agree::-lCnt, by such of the follc-.·ing oethods 
as ~3y be Ultltually agreed upon: 

(1) by subc~tti:1g to A.I.D., ;.;ith necessary Sup?o~ting 
docl!1:Jentatic>n 2S prescribed in Project l=?leoentatio:l Letters, 
CA) requests for rei::-~urse;::Jent for such gooCs or services, or (B) 
requests for A.l.D. to procure co~:)odities or services irl Borra.·er's 
bebalf for the Project; or 

(2) by requestin£ A.LD. to issue Letters of Cor.nitlDt!nt 
for specifiec (~:-.J\.JCrlts CA) to one or oore u.s. banks, satisfactory 
to A.l.D., c.:·r:r.itting A.l.D. to reic.burse such bank or baMs fOl' 
paY;;',:?rlts [',aGe by them to contracr.ors or su?pliers, under Letter of 
Credit or o:::;C':-.·ise, for such goods or services, or (B) directly to one 

or, D0re concractors or suppliers, cc::::::.itting A.l.D. to pay 
such contr2cc:ors or sl.!??liers for such good~ or sen'lces. 

(b) Banking charges incur-red by BorrO"...Ier in connection .... ith 
Letters of CO;-,,",j toent and Letters of Credi t , .... i 11 be financed under: 
the Lean unless the BorTO",.;er instructs A.I.D. to the contrary. Such 
other ch2rges 2S the Parties c.ay 2£~ee to oay also be financed under 
the Loan. 

SECTIO~~ 8.2. Disburse::.en~ for Local Currerlcv Costs 
( 

(a) After satisfaction of condi.tions precedent, the BorrO".'er 
may obtain disburse~nts of funds ~Ider the Loan for Local Currency 
Costs required for: the Project in acco~ccnce .... ith the te~ of 
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this Agree::'.ent, by subcitting to A.I.D., \lith necessary supporting 
documentation as prescribed in Project I~plewentation Letters, 
requests to finance such costs. 

(b) The local currency needed for such disbursewent hereunder 
may be obtained: 

(1) by acquisi.tion by A.r.n . ..nth u.s. dollars by purchase 
or from local currency already o'~"Tled by the U.S. GovernDent; or 

(2) by A.LD. (A) requesting the Borreroo'er to cake available 
the local currency for such costs, and (3) thereafter o.::.king available 
to the Borrc· ... er through the o?ening or C:.:r.e!lc:;ent by A.LD. of Special 
Letters ':)f Credit in "a·.or of the BorrC'.Jer or its cesignee, an ~unt 
of U.S. Dollars equiva>nt to the anK)Unt of local currency made available 
by the Borrc-_'er, 1..;hich dollars ·."ill be utilized for procure;-:-,ent fro:;) the 
United Sta::es under approrriate ?rocedures described in Project I<=?lec.en
tation Letters. 

The U.S. dollar equi.valent of the local currency r.:.3ce a\'aiLilile 
hereunder \.·i.ll be, in the C2se of subsection (b) (1) a':Jove, the a;::,ount 
of 1.:.S. dollars required by A.LD. to obtain the local currency, a:1d in 
th~ case of subsE:c~ion (b) (2) above, an 3::JOllnt calculated at the rate 
of "exchange specified in the 2?plicable Special Letter of Credit 
1~le::Jent3tion ~~e:::.orandlE!l hercu:1der as of the c.Jte of the opening (lr 

aJend~ent of the applicable Special Letter of Credit. 

SECTIU, 8.3. Other for.:s of Disburser.,ent. DistJursernents of 
the Loan Q2Y also be Qace throu~h such other Qeans as the Parties ~ay 
agree to in ~riting. 

Sf.CTIO~ 8.4. Rate of Exchan;e. [):cept 2S [!;2Y be Dare 
specifically pro\':.ded uncer Section 8.2, if funds provided under the 
Loan are introduced i:1to a particitJating COU:1try by A.l.D. or any pu!:>lic 
or private agency for purposes of carrying out obli£ations of A.1.0. 
hereunder, the 30rru ... er ,Jill wike such arra~£e~ents as Day be necessary 
so that such funds ~~y be converted into currency of co~,try at the hi£hest 
rate of excha.nge which, at the ti;::,c the conversion is Dade, is not then 
unla ... ·ful. 

S::CTIO~; 8.5. Date of DisbursE:D2:nt. DisburseQents by A.l.D .... ill be 
d~e.::led to occur (a) on the date on ... ·nlcn A.LO. t:a..'.(es a disburse~ot co the 
Borrower or its designee, or to a bank, contractor 
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Article 8: Disburseoents (Continued) 

or supplier pursuant to a Letter of Co~itment, contract, or purchase 
order; (b) on the date on ~hich A.I.D. disburses to the Borro~er 
or its disis~ee local currency acquired in accordance vith Section 
8.2(b)(1); or (c) if local currency is obtained in accordance vith 
Section 8.2(b)(2), on the date on ~hich A.I.D. opens or amends the 
Special Letter of Credit there referred to. 

Alticle 9: ~iscellaneDus 

SECTIC~; 9.1. Cor;::::unications. Any notice, request, docu::lent, 
or other co:-::-:unication submitted by either Party to the other unJer 
this Agree:Jcnt ;.--ill be in 'wTiting or by telegram or cable, and ... ·ill 
be dee~ed duly given or sent when delivered to such party at the 
follo~ing address: 

To the Borro·,.1er: 

!-'.ail Address: Caribbean Developoent Bank 
P.O. :'ox 408 
~ildey, St. Xichael 
Barbados, ~est Indies 
A1TN: President 

Alternate addres~ for telcgrans: Caribank 
Telex 'n"B 287 

To A.LD.: 

Mail Address: AID Representative 
C/o U.S. E2bassy 
P.O. Box 302 
Bridgetovn, Barbados 

Alternate Address for telegr2ns: USAID/~rican E=bassy 
Bridgeto'_~, Barbados 

.. Ul such cOL21uilications \,,-ill be in English, u:1less the Parties 
otherJise agree in ·JTiting. Other addresses way be substitu~d for 
the above upon the giving of notice. Toe Borro .. :.;r, in ~cidition. 
"'~ll provide the USAID :--fission vith a copy of each coo:::::unication 
sent to A. Ln. 

SECTIOS 9.2. Representatives. For all purposes relevant to 
tbis A£rcement, 'the Borro ... ~r 'Jill be represented by the individual 
holding or acting in the office of President and A.LD. vill be 
represented by the L1dividual holding or acting in the office of 
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Article 9: Miscellaneous (Continued) 

AID Representative, ~adb of ~hom, by vritten notice, may designate 
additional representatives for all purposes other than exercising 
the p~~er under Section 2.1 tn rev~se elements of the ~p1ified 
description in ~~nex 1. The oaoes of the representatives of the 
Borroo_oer, vith specioen"signatures, vill be provided to AID, ..micb 
may a:ccpt 2S duly authorized aoy i~str~ent signed by such repre
sentatives in i~?le~entation of this Agree~ent, until receipt of 
writte~ notice of revocation of their authority. 

SECTIO~ 9.3 Standard Provisions A..'lnexo A "Project Loan 
Standard Provisions Annex" (l'JInex 2) is attached to and forws part 
of this Agreewent. 

IN \"'IPiESS ',,'HEREOF, the Borrc1l.ler ane the United States of 
Aceric2, each acting through it6 duly authorized representative. 
have c3l.!...<;ed this Agreeoeot to be signed in their nanes and deliverec 
as of the cay and year fi:-st above ~ritten. 

.... ..obassador of ti.e 
United States of ~erica 

\.Jilliam B. \"~eeler 

TITLE: Representative, Agency for 
In te rna tional Developoent 

\.JlTIIam G. De:!las 

TITLE: President, 
~aribbean Develop:!lent 3a~ 
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Annex 1 

~ROJEcr reSCRIPTION 

I. Project Objectives 

The purpose of the Er::ploYD:!nt/InvestDC!nt FrOr:>Otion Project ("Project") 
is to. increase investt;lent, e~loy~nt and output of the manufacturing 
construction and servi.ce sectors of the LDe and MIX: ~C!be:-s II of the 
Caribbean Develop::ent Bank (COB). The Project supports the national and 
regional policies of these cou71tr:es for ex-par:sioo of productive e~loyrent 
in these sectors. 

II. SU3Dary Pescription 

The Project \Jill provide t;lediL:::l 2nd long term credits to Caribbean 
soall and wedit.!::'. indust.ry ana for industrial estates. The Project \Jill be 
carried out by the CDS. The Project .. ·ill proviae continuing financing 
for Doth forei go exchange and local cos ~s of sub-projects identified by 
the CuE in its effort to support Caribbean entrepreneurs. Eligible Project 
Acti\"ities include the fo110.;i:1g: 

Direct Lending by the C~B for industrial enter;>rises 
and industrial estates. (AID loan funds). 

On-Lending through financi al inte~diaries. (AID loan funds). 

Technical Assista'1ce. (AID grant f.unds). 

It supports the research and technical assistance activities financed under 
the 1978 E!!:?loyr.en~/Invest.Clent Gr2...~t, .t.lD Project 538-0013. 

A. Di rect Lending 

)~proxiwately $4.5 willion of the proposed loan funes viII be utilized 
for direct lending activities over the four-year period beginning in the Fall, 
1979. The CDS ' .. -i 11 relena AID funds fo:- industrial es~ate develop:1ent and for 
expansion of the r:a.nufacturing, CO:1struction and service sectors. Loan proceeds 
!:Jay finance equip~ent, construction and 'Jorking c2;>ital. Utilization of local 
construction sem.c>!s and resources ;.rill be eocouraf,ec.. 

Direct sub-loans utilizing AID funds 'Jill be ~ade by the CDB only 
if the lo~~ terCl is in excess of three years and the value is over $100,000. 
This lC1,Jer limit is currently unGer revie· ... by the CDS end (Jay be raised to' 
$15&,000. 

11 - The participating oe60ers for this project are the lesser developed 
courltries (LDC's) - St. rin.::ent,St. L~cia, Dominica, Antig.;a, St. Kittst.;ev1.s1 
An£uilla, Grenada, Belize, :~.:>ntserrat, British \'i.gio hland..s, Cayoa!l Islands, 
Turr:.s and Caicos Isla.'1ds. and the ~ore Developed Countries (~'s) - Barbados, 
Guyana a.~d Ja=;aic.a (st!bject to Section 6.2(b) ). 



, 
In accor ,ce with exhtinc era policy, intueS[ rates chu,ed 

to private sector borrower. will approxi=ate market (co~rci.l) lendin, rates 
on induttrill oans. The interest ute on loans to Covtrnoeau for ... 
productive enterprises or industrial estates vilt be 4%. Since these loan. 
are to Government, and denominated in U.S. dollars, CJ)3', investment is 
protected by a de factO G~ern:=lent guarantee. 

Because of their considerable indirect ec:;>lo)'De:nt and inco~ generating 
effects, it is anticipated that approxit:lately U.S.$3.0 million ..,ill be utilized 
to expan~ industrial estates. Although renta s.tbsidies are the nom in 
Caribbean industrial estates, such subsidi plat e added strain on Governcent 
budgets and absorb resources vhich tright be utilized for industrial pTrootion, 
technical assistance or other activities Yhich have greater value zs investoent 
incentb·es . In cons nance vith the ISRD recolttllendations and coa previous 
initiatives, the COB \lil ~ endeavor to sharply reduce or e1icinate these 
subsidies as soon as possible. The reco~nded min imuc rental rate \lou1d be 
adeq uate to service the loan debt and provide adequate ~aintenance. A 
covenant to this loan indicates COO's commitrent to make every effort to 
haroonize industrial estate rental policy in the region a."OOng COB Medler 
Countri es and to !:lOve t c~ .. ard a l o ... ·e ring of s ubsidies. 

B. On-Lending Via rInancia1 In t ermediaries 

This project ac tivity is specifically directed at providing 
foreign and l ocal funds in support of small and t::ediut:I siz.ed enterprises. 
The r~quired AlD l oan funds are estirr;ated at $3 .9 ci11ion for t he period 
1979-82. The orcs and Commercial Banks having access to CDC funds viII be 
perrn~. tted to u:ake sub-loans up to a maximum of U.S.$ l oo,OOO to a single 
enut-prise. Sub-loans by both DrC's and private financial inter:~diaries 
yould normally be for a mi n imum of three years and at inte rest r a t es 
approximating u~ual cOi.mlercial bank lend in g r ates. 

All financia l institutions se~king loan fu.,ds ... ·i11 be evaluated 
and qualifiec by the cos. ThE: COO ... ,ill not pro\'i.de funds to a financial 
intL'r.nediary until it is satisfiE:d that that institution can effec tively 
Cz:18-ge the sub-l oan progr~ .. If the intE.'fU'diary require s reorganization 
or procedural t1IOdification. this is t o be cOCilj)leted prior to eli gibili ty. 

The orc's, .... hich are Governcen t ","'Oee!, \lill be required to accept 
the full cot:trer cia l ri sk on l oans !:lade \Ii th COB / AID resources. Governc:.ent 
guarantees \l i11 protect the COB against foreign exchange as veIl as 
co~ercial risks in the event that a orc should be unable to repay its debt. 

In cOW1tries lacking a viable orc. the COB .... ·ill establish an 
e~yeriQ~ntal or pilot on-lending prObr~ through one or ~ore private or 
Government co~rcial banks, pri va te OFCs, coope rative banks, or similarly 
q ualified financial intermediaries. (Prelioinaty discussions on this 
e xpericental system have already been conducted \lith Govern~nt authorities 
and coane rcial b anks in Cuyana and received a favorta'fu response). t'nder 
the proposed system. the COB \li11 lend to coc:rercial banks pro· .... ided that they 
(a) deoonstrate their ability and ..... illingness to utilize the funds in a 
manO'er consistent \li.th project ob je cti ves , (b) are financially sound 
institutions, and (c) obtain a Coy;ernoent foreign exchange guarantee. 
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It is anticipal.. that the CDS will tlalc.e funds available to such 
institutions at 4% and that GoveITIr;-ents .... ill recei~ a 1% fee for 
covering the foreign exchange risk. Banks are expected to on-lend at 
t; ... r~et rates, estimated presently to be 10-12%. This level of intere:;t 
rate spread is expected to provic..e sufficient incorne to cover the 
greater CCist of lending to smaller, more risky clients than has been the 
nom for these institutions. The ::uniClU!:l term for sub-loans .... ill be three 
years, but the private financial inte~diaries ~ill be eAyected to allocate 
the bulk of this financing to c;edil..II:l and long ter.:l loans. They · ... ill also. 
be expected to commit the~5elves to maintaining the industrial co~onent of 
their present lending portfolios at present levels (a5 a percentage of 
portfolios) in order to assure that funds !!>3de availchle to industry under 
this program are additional . 

. Both public anG private fina!1cial interr~diaries ~ill require 
financial rate of return calculations on sub-projects they fina:lcc. All 
stili-projects oust be financially viable vithout subsidy. Sub-loar1s !:lay 
be nade for perr.:a:1ent <,Jor'r:.ing capital a5 • .... ell as fixed a5sets of s~.211 and 
oedit::: ente~rises. I..!orking capital suD-loa.'1S \,'i11 be restricted to those 
enterprises exp2r1dinr. their fixed assets ( .... ·ith or ... ithout the use of 
borro·.Jed ft.:!1ds for this pu~ose) and to those enterprises requi.ring additional 
.... orking capital to effect a !:lajor incre2Se in equip::)€nt utiliz.ation (e.g. adopting 
a double shift or icproving present usage). Financial intermediaries \Jill 
be pe.-citted to use up to 100% of ems funds to cover their contribution to 
eligible sub-projects. 

C. Technical Assistarlce 

Although the 1978 E.r:rplo)'~nt/Investoent ProJ:>uon (E:IP) gra.'1t project 
included funds for short teluJ studies of the rr:echaniscs needed to insure the 
pro\'ision of s::;all business Lechnical assistance on a continuing ba5is, the 
CD3 has na~' deterrined that a.'1 outside study of this probleo is not necessary 
and that the eDB, .... rith the addition of local Sr.lall 5usiness "d\'is07s and 
strenbthenec DrCs, C2J1 identify 2I1d 2c:::inister the needed technical 2.5sistanc 
Tne assist2I1ce needed to strengthen the DFCs · ... ill be provided through a 
devdopoent banking specialist (financed under the pre\r1.ous ElF' gra.'1t) it.'1d 
shorr teru assictance a5 needed. 

In addition, there· continues to be a need for on-si.te and in-cou!1try 
technic2l a5sist2:1ce to potential investors in loan preparation a:\d 
icplew=ntation. At the present tice, neither the eDD nor the fin2J1cial 
institutions are staffed to provide the required technical assista.'1ce, nor 
does the Fi' 78 Institutional ~velop::ent Gr2:1t prov'ide the ft.:nding required 
for this pUQose. 

Tne technical assista.'1ce actid.ties lL'1Cer this grant .... -ill tIH:.s be 
Cirected prioanly at the user or potenti.:!1 user of the small indu.~try 
credit fund5 in the LDC's. AID et'2J1t hmds of $1.4 nillion .He a5signed 
to pro'v'ide the tech...'1i.cal assist2J1ce needed for project develop:;}€nt and 
i'i::ple':::entation. The bulk of these flL'1ds (a?proxioately $O.S cillion) ....-ill 
be L!!.ed to provi de ScalI 3us i.ness Advisors (S5.A.s) '"-ho vi 11 be attad1ed to 
eaw~~of the participating financial institutions. 7he main f~ction of the 
SBA, he'lever, .. ·ill be to ·.,:ork outside t.'1e financial ins::itut~on to assist 
its potential and actual clients. The a55istance ;Ho\-1ced by tbe SEA .... ~ll 
be aug:::.entec ;;here ?C'ssible .... ri th ex?ertise to be ta?ped froc the Peace Corps 
and the International Exect.:tive Serv':'ce Corp (ESC.). 



The remalnlng '0,000 of technical assistance fl. .. d' ... ill be utilized to 
t'age .. 

provide speciaL zed technical assistance dir~c[ed at export prOlDOtlOn, 
industrial estate tl'.anagement and st::all business entrepreneurial support. 

Ill. Sub-Project 

Eligibility Criteria 

To be eligible for financing LInder the loan program, investment. projects 
must 'meet the follO\.ling qualification tests: 

have a fixed invest::->ent/'.'orker ratio of $10,000 or 
less in 1979 pnces. This 2SSUDeS that the capital 
has a useful life of 15 years 2nd that plailt costs are 
included in fixed investu.-ent. J.. sig:1ificant variation 
in the expected life of the Fhysical ."lssets .. ,'ould requi.re 
a corresponding adjustwent to the $lO,CDO i~vestDent/job 
cut-off level. 

be financially viable 2..5 indicated by a mnlrGU!!l 12% rate 
of return on total investment (10-1. thout subsidy). Exce?tions 
may occasio:Jally be penni tted if COO a.'1d AID concur that the 
project yields overriding social or ecploYD2nt benefits. 

industrial estates projects Dey be fin2nced 'w'hen satisfactory 
evidence of CeC3.Ild exists a..'1d ·.'hen such projects are 
ec:ononically, technically a..'1d (:~\-iro~centally sound. Economic 
soundness an.:!lyses should take into accou..,t the effect of 
the project on national incor;:e and e=?loy:-ent a..,d on the 
Covernwents' fiscal situation. 

Eligible sub-projects viII include a wide variety of cottage, small, 
and medium scale r::anufacturing and service enterprises, including oanufacturing 
enterprises (excluding the r::anufacture of spirits), end construction and 
trar.~portation servi.ces, and other services such as vehicle repair shops. 
scalI scale touris:n (excluding bars or casinos), a:ld sici lar enterprises that 
ge:lerace eqloYDent, ::Jeet the ~ove criteria, and have a positive iqact 00 

deve lo?ocn t. 

IV. Financial Plan 

Illustrative Source hId t:se Of Loa..., ICr an t Fu:n cis . 

( LS $ 000) 

LOA~ AID ere s UB-BOR.:~a,.L RS ! TOTAL 
DFCs , and 
GO VE ;r~~?\ TS 

Di reet Lending 

beus trial 3000 90 600 3690 
Estates 

In d us t: -6 a 1 1500 45 300 1845 
Projects 

4500 135 900 5535 



Fi nand al Plan - cont t d 

LOA.~ 

On-Lending 

DFC's and 
Co~rcia1 
Banks 

Crane 

Soa11 
Business 
Advisors 

Sped ali ty 
Tech:lica1 
Assistance 

Toeal Project 

AID CDS 

3')00 235 

800 100 

600 40 

1400 140 

9800 510 

v. AC::::liniscracion of the Prokra:n 

SUB-BORR(J..."ERS , 
DFCs. a"'\d 

780 

370 

370 

2050 

TOTAL 

4915 

1210 

640 

1910 

12360 

The CD3 ..... ill have primary "'".::,)onsibility for overall administration 
&,0 coordination of program activities, including those of other Regional and 
national inscicutions involved in the icpleoentation of sm-projects, in 
accordC'-flce wi th guidelines and criteria agreed to in adva..,ce by A.1.D. 
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Project Loan Stande..rd 

Provision Annex 

Definitions: As used in this Annex, the "Agreement"reters to the Project ' 
Loan Asre~ent to vhich this Annex is attached and of vhich this Annex foros 
a part. Terms used in this Annex have the saoe ~eaoing or reference as io 
the Agreement. 

Article A: Pro.iect Ir.101 ecentation Letters. To assist Borro· .. er io t he 
unh-=entation of the Project, A.LO., frou tme to til::!.e, '.;'11 issue 
Pr~ject Iople::entation Letters that vill furr,ish additional infor-ation 
about ~~tters stated in this Agree:cent. The parties cay e.lso use jointly 
&breec-upon Project lcpleoentation Letters to contirm and record their 
~lltUal unde r standing on aspects or the implecentation of this Agree:ent. 
Projec~ !~pIe::lent~tion Letters vill not be used to ~end the text ot the 
Agree=e~t, but ca~ be used to record revisions or exceptions which are 
pe:::.itted by the t.greeoent, including the revision ot eler:.ents ot the 
a:cplified description ot the Project in Annex 1. 

Article ~ General Covenants 

SECTION B.l. Consultation. The f aTties vill cooperate to assure 
that ti1e purpose of this Agreeent · .. ill Ie acccmplisl1ed. To this end, 
the Parties, at the request at either, .... ill exch!.:".ge yie'''s on t!le p:-ogress 
of the Project , the perforcance ot obligatio~s under this t~re~ent, 
the perforcance of any ~onsultants, contractors, or suppliers e~gaged 
on the Project, and other ~atters relating to the Project. 

• 

SECTION B.2. Execution of Project. 

(a) carry out the Project or cause i t t,o be carried out 
vith due diligence and efficiency, io coofor--ity vitt sound 
technical, fi nancial , and c!!.nae;ecent practices, a.~d in con
fomi ty "'i th those docu::!ents, pla~s, spec ifica~ions. eont:-a:ts 
schedules, or other arre.nge:ents, and ·"ith aoy :::JO ifications 
therein , appro .... ed by A.LD. pursue...,t 0 thlis Agree:ent ; and, 

(b) provide q'Ja.lified and experienced ~!.~a.ge.o.~nt for. and 
train such staff as ::ay be a ppropri ate for the : _inter.en·e and 
operation of the Project, l nd, as applicable for cor.tinuir.g 
activities, cause the Project to be operated and =aintained in 
such I!IB.nner &s to e.ssure the continuing and successful e.:::hie're
~ent of the purposes of the Project. 

SECTION .3. UtiQitation of ~o~s and Services . 

(a) Any resources financed under the Loan .. ~ll, unless 
other .. ise agre~d in vritir-..g by A.I.D . I be devoted to Ule Project 
until the cc=:pletioo of the Project, e..nd thereafter '~-ill be used 
so as to further the objectives sought in caro:i,;.g out the ?roj~ct. 
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(b) CI)OItt or services !" ir..ne~~ \.Ir.t!.co r ., 
A.I. D. r;.,. tht"" ',du- .tzot't' in ';.7'ltH'-t ..... i 

OCOt,.,. o r .... i .. t.- . f o r-ian .odd r'r-o jl"'Ct • s.et i ... i-t"")' a~~oeia!('1! 

vith or ri r.anc r~ by • eo~~try not includ j in Co~~ 935 Dr tht 
A. I. D. C~tr aphi e Co~e Dook as in ('ff~('t at the tl:~ f such 
usC'. 

sr..c'TIO:. S .I.: , 1u.",ti on 

( .. ) j OtS J..trt' r!:l f' nt .),11 t!'. C' Loan vi ll ~r f rt'f' f rcc tl.fl~ thr 
i'd , :ip~ "n~ i:I'"c-re' t .... ill ~C' ;.i d free frc-: , . t&~'tion or 
f tcs i=-:x':'~ u:'l~t;' r 1.Y5 in t' rrC"Ct in th C' eO\.ln '!. r), 0 'Io hlCb t ~ f' 
l' ril,t;'lf"'} o rri (.' C' o f t!lC' !}orr o .'cr is l CX' at~, 

(b ) ':'0 t hf' ute n'!. t!.at (1) any contnc t o r , inc ludi M 
('o!,,· \.:,j '.l!' ;; f ir.:l . nll l! rt'r~ onr: C'~ c ~ ""ch contre; c t o:- f ir: 
u:,! f'r t'":t' 1 nn , li nd a n." J,' :'OfC'rt or tr!H:~ a. C' d o r.s :-dlltl ~ t o 
:.uch c.;o: ~rl\!:t:; I~:"ld (:'I) Ilt"~' ('~t"~o~i t y ; r Q1:U:'''::'l.'''fl t ·. :" .!l"': s foCtion 
r i:!.':.~ f'O l;:~~t' :" t ~c 1..o , n ",rt' not. t'l.c::.;-t frt'~ i~"ntl f i&.t-l c taxt-I. 
~ Ari :- .. ~ . ~ut i I'~ . Cl r ('I t~, t'r ! ev : r' i=l~l r.! ulHSrr l e'<P" i:. t"rfC"t't 
in t'.R C' ~n~ry ill .'hie !. t ht' pdf.C'i ~ l o ~riCC' 0: l .. c :- r:-o '.'c:r 
1tl 0 ... ~r-.! . thr !<- ' :":-O- rr ... ill . ,, $ n ,d t o t h e u lf'n ":. j:'oNi c!ed 
H'l "',,, i l.. :'-,\l" I , ~ ';..0 j·: oj .. c t : -= ;. lC'::f"n:I\ ".. i. on ttl ... ":: . ;")' or 
:'" .. i::~u! . t" ~: (' ...-(' ,,·it.t- fl' !~ :;' o tr.t" r ':. ~I\:, tho$(" P!'"O""1~!'d u.'l!c: : 
tit' ~..;. r. ' , 

.;" . , ..... 
( a l :- \":"ni$~ :', 1. D. :,'.J(,h ln r o :-:::.t.ior. n :'l ~ l"t' ;"Oru :t'lati rot 

: 0 t !j(' :ro.~ t·.;' ~ rI:;l! ~ o thi~ ;'i-:C'''.:er. t tI. ~ :".1. 0 . ;::a.)' :ra'O!'l !lb ly 
: !' oiuc" ... . 

(tI) ::~.n t lli r. Or c ",Use "'0 ~ .. ::!Iol!'. t.r.!t,'It'd . H'. t: C'(or t~r.T e ·,:i. t h 
6!' n":-l\~~y a CC:e"pl.. e d e.C:COU.:'l-.l!', ,; t r ineiple"~ c. r.!! YrllC' ':. ic ts co;-:,is. tt :1t. ly 
!l PP' ~ l " .! . '::I::"Ol:s P'ln~ record ) !'(, !Il t ir~ t o t he rr()jt"Cl to:":!! to thi~ 
;Ib :e c~c:'; t. sc!('q\l llt.e t o 5~ ()"· . ... it~ou t. l i=.i t&t. l0n, t!'le r ce-ei;t. 
l\ n~ u~c o~ 6 ~~ A n ~ ~ cr/i ces aCQui:"ec! ~r.~ ~:, th ~n, Such 

oi~ 111,! :f" eo:~~ .... i l1 be .u!it ... ~ :" t" t;',ut .... l)' . ic acco l" l!an:~ .. ;t~ 
·cr·C':"::l 'l.C't'C'p t et! tUJ ~iti:"..6 :; ~. and a.rl!!; . r,'d .:.aictll!r.ec! : or t.!Vee 

) t'1'-:'$ r' ~"' e l" t ~ e ~IH C' of 'i 1LSt. di '\.~~c:~ :'I 't by A, I. P .• su:h bOOks 
(\.,'It!:- .) r .!:; vill tUSO ~ e' .. 'e" ... o.:'e t.o> sho'" t.he :l!;t!.11'e 11.04, c.lt.eot. of 
l> oliC"i t"~ lo:'l" of prospectivt' ) \.?plie:-:J of t~S and H:"'dccs 
ACQ~i r ec! . th~ 'ba~i:; o r c .... a:-l! r cont :-llct.!I a!ld ort! e:s. and the 
0\'e rI\.1 1 pr ~£r~5$ o f the . r oj ~'ct :0 .... 1\1'4 cO=t>IHioo ; a.~d 

(c ) ~frord authoPi .. e-!! r" ,PrC"uot.at.lve: o f a P ..... t)' the 
0;:" l"'t.\m i~)' o.t. all reuonllble 'ti:.es \..0 in~pec:t t ~e ?roject... the 
u til:.:tt. ... ~ on o r ~OOds t\"M H r.-gees ~ ir.s.r.c~ 'by :ush ret)' . a~d 
~~::; . r ~co !"~~ , snd o · t~ !" docu:e~~s rC"l ~tio£ !o t t e ?:-ojeet 
t\n~ : 1':e 1.6 :'1. In thi ,!"d t he 3or!"C' .. ~r ~-:'t'e$ "0 : L'ce ~uch 
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SECTIOJl B.5. (c) 

actions es cay be .necessary t o pe~it such inspection vitbic 
the territory at any ot its ce.ober nations pe.rticipatir.g under 
"his Agreeoent . 

SECTIOll B.6. Co:::nleteness or Inrorne.tion. The Borro-. .. er con t ir.::s: 

(e.) hat the facts and circucstances of ... ·b ich it has intorned 
A.I.D" or caused A.J.D . to be inforned, in the course of reach,, ' 
ins agreeoent \lith A.I.D. on the Loan, ~e accurat 1f .!'l.cd co::!.plete , 
and include all facts and circucstances that ~ight~=e.terially 
affect the Project and the discte:ge of responsibilities under 
this Agree!!ent; 

(b) that it ... ·ill inforo A.l.D . , in ticely fashion of a.."lY 
subsequent facts and circucst~nces that eight caterially affect, 
or that it is reasonable to believe eight so affect. the Project 
or the ~ischa.rge of responsibilities u.,der the Agree::lent. 

SECTION B. 7. Other Peynents. Borro· ... er affirms that no parcents 
have been or ."ill be received by any official. of the Borro~'er 
in connection ... -ith t!le procureoent o~ goods or services financed 
under the Lean except fees, taxes. or si..:lile.r pe.y·::ents legally 
established in the country of the Borro·.·er. 

SECTlm; B.B. Info~at:'on and I·~a.ry.ing. Tne Dorro·.·er '.·il l give 
appropriate publicity .0 the Loan and the Project e.s a prC'.;r~ 
to ... ·hich the United Sta. .. es has contributed , identify the Project 
site , and :-.... ,!"Y. ~oods financ-ed by A.LD .• as described in ?roject 
Icpl~entation Letters. 

Article c: Procure=.ent ?rovisions 

SECTIOlI C.!. Special Rules. 

(a) Tne source end origin or ocean and alr shipping ... ·i11 
be deeoed to be the ocean vessel~ or aircraft's co~~try of 
registrJ at the ti=e of shipoent. 

(b) Preoiu:s for oarine icsurence placed in the territory 
of this Borro'.·er vill 'be dee.=ed an eligible tQreign Exchat'..ge 
Cost. if otherJise eligible under SectioD C.? (a). 

(c) Any eotor vehicles financed ~~der the Loan vill be 
ot United States canufacture. except as A.I.o. cay othervise 

a e~ee in "'Titing. 

SECTIOll C.2. Elid:bilit .... :::·te. lio goods or services ::ay be 
financed under tbe Loan .... hich ere p:"ocured pursuant to orl!ers 
or contracts ti~-1y placed or enter~d i~to prior to the date 
of this hgreeo~nt, except as the ?arties :ay other;ise egree 
1D \,Tlting. 
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SEtTIOrl C.3. Plans, Specifieations, and Contraets. In order tor 
there to be ClUtua.1 agrnemeot OD the t'ol1o .... io& matters, &.Dd. except &S the 
parties ~y othervise agree in vriti ng: 

• 

(a) The Borro~er will turnish to A.I.n. upon preparation: 

(1) any plans, speeitications, procureoent or con
struction sctedules, contracts , or other doc~eDtatioD 
r elating to goods or servi ces to be fioanced under the 
loan, including docuoentetion relating to the prequalit'ice.
t ion and selecti on of contractors and to the solicitation 
of bids and proposels . Meteriel modifications in such 
doc~~ntatiQn viII likevise be furnished A.I.D. on pre
pustion; 

(2) such docuuentatioD vill also be furnished to A.I.D. 
upon pr eparat ioD, relating to any goods or services vbieb, 
thoush not financed under the Loan, are deeoed by A.Ln. 
to be of C!!.jor ieportance to the Project. Aspects ot 
Project involving ostters under this subsection (a) (2) 
viII be identified io Project ~?lecentatioo Letters, 

(b) Docu=ents related to the prequalification of contractors 
~~d to the solicitation of bids or pr oposals for goods and 
services financed under the Loan ... 'ill be approved 'by A.LD. in 
vriting prior to their issuance, a~d their ter=s ~~ll include 
united States standards end oeasurecents, 

(c) Contracts and contractors fir.~,ced under the Lo~, for 
engineering end other professio~!'.l ser/ices , for CO:lst.ruction 
services, ~~d for such other services, equipoeot, or eateriels 
as cay be specified io Project lcplecentatioo Letters, vill be 
approved. by A.LD. in "'Titing prior to execution of tbe contract. 
H~teria1 coeifications in such cont.r~cts vill also be approved 
in vriting by A.I.D. prior to execution, and 
(d) CO:1sultiog fin=s used by the Bo::-ro .... er for toe ?roject 
but oot financed under tbe Loan, the scope of tbe i r services 
and such of their personael assi~ed to the Project as A.I.D. 
oay specify, and co::.struction contractors used OJ ~tb'! Borrc· .. er 
for the ?roject but oot fine-~ced ~der the Lean shall be accept
able to A.1.D. 

SECTIOU C. 4. Reasonable P":-ice. lio !:ore than reasoc!.ble prices Yill . 
be paid for any goods or ser'rices fioMced, in vbole or io p!!..-t, un:!er the 
Lo!Ul. S':Jch i tes .... ill be procured on a fair e..od, to be r:ciC\:!l exte::d 
pre.cticable~ on a coopetitive b~sis. 

, 
SBCTIO!l C.5. :;otification to Potential Su'O'Oliers. To pedt al.l United. 
States fi~ to have the opportunity to particpat~ in furnisbing SOods 
and services to be .,f inanced under the Loan, the Borrc'Jer ... 'ill furnisb 
A.I.D. sucb infor=:atioo ·.-ith r egard. U:.ereto , ~'1.d at such ti!:es, as A. l.D. 
cay re·-l'.lest io Project !.::;pler:::.e::ltatioll Letters. 

SECTION c.6. Shio'Oiog_ 

(.) Goods 
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Participating Country may not be financed Q~der the Loan if tr~~sported 
either: 

(1) on an ocean vessel 0:- aircr~ft under the fl~g of a 
co~trJ ~~icb is not included in A.I.D. Ge0grapbic 
Code 935 as in effe~t at th~ ti=e of shi?Ce~t; or 

(2) on an ocean vessel ~bicb A.LD., 'DY WTitten 
notice to the Borro·Jer has designated B.S ineligible; 
or 

(3) u...-Jder an oce~n or air c~a!"ter .... hic~ ~.e.s not 
received pnor A.I.D. aprrovr~. 

(b) Costs of ocee.:1 or alr trans;.ortation (of £oods or 
persons) and related delivery services cay not ce fir.anced 
under the Loan, if such goods or pe:rsoDs are carri ed: 

(1) or. a:1 ocean vessel u:Jde:- the fl~ of a cOt.;.!::.t1""Y 
not, at the ti=e of ship=ent, identified vncer the 
paragraph of the A£ree::;e!~t enti tled "Procure:::e:1t 
Souyce: Foreign ExchB.;;t;e Costs, n ... i t~out ~rlor · .. -ri tten 
A.LD. appr()veJ.~ or 

(2) on 8.:1 occc.n ';essel ·.·~.ich ':".I.D., by ... -ritten notire 
to the Borro·.:er, has desi6~5.te:! as ineligitlle; or 

(3) u~jder an ocean vessel or air chs.rter ... ·hich r.as 
not received prior A.I.D. ep~:-ov8.1. 

(c) Udess A,LD. deter::.ines t:Sa.: p:-ivately o·.'Tled United 
States-flag co::::e:-cial OCf~an vessels e.:e not E.vailable at 
fair and reaso;;able rates for suc~ vessels, 

(I) at 'ea-t r1·rty -e~~p~t (sru~) o~ t~a -·oss ·or~D-D - --'> ~ - }J. ~~.l ,.. ~ ,.- D' ... ''''-0-

of all goods (co:::putec: :::e?ara.:ely for C:y c,.llk carriers, 
dry ca:go lir,ers ar;d te.~ers) fi:-.E.nc:'::c. b:. A.LD. · .. tich 
tay be trans?Ortcd or, ocea~l vessels '.·ill te tre.r.s!=-o:-ted 
on pri ','ately o·.-r.ed i..:r.i ted S:.e. :es -f'lat; cc:::e.r-ci al vessels, 
and 

(2) at le3.st fifty ?-::rc:~::!~ (5C~) of the s:-oss frei;ht 
re"e::':.:.'.: e;e~-=!"a.ted by all shiT-er.ts f:r.a.r.·::cc. by A.I.D. er:d 
trc..!"!s,;:o~ed ~o t::e te:-:-: t..J!"Y of :he 3c:--:-:J'.;-::r" O~ c...-y ca:-go 
liners shall be paid to or for ttc be~efit of' privately 
o_~ed Cr.it~C: St3.tes-f:a3 co:::e:-:c3.1 vessels. Co:::?liance 
..... i~h the requirE:.::ects of (1) a:::d (2) of tbis subse::tio~ C'..lst 
be achieved 'J: L1 respect to any cargo transported. fr:::r= U.S. 
ports 8.:1d also any cargo tra~s?Orted fro= non-U.S. ports, 
computed se~-Tately. 

SECTIOU C. 7. Inst.;.r2.:-::::e. 

(e) ).:a.r:'ne inst!rance on good.s:-ir:9.~t=:ed by A.I.D · .. ~ich are to ce 
transz:,o!'ted to the territory of en:! ?s.r:icipating Countr-J be financed 
as a Foreign 2xcha~e Cos~ under this Agree=ent provided, 
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Ca) (1) such insur&ne~ is p'laeed at the Iovest available 
eoopetitive rate. and 

(2) claws thereunder are pe.yable in the currency io 
vhich such goods .... ~re financed or in e..r.y freely coo\'~rtib1e 
curre!lcy. It the Borro· ... er (or gover;u:ent of any Participating 
Country by statute, decreet rule, resulation or practice 
discricinates \litb respect to A.I.D. - financed p~ocure~ent 
egainst any ~ine insur~~ce coopaoy euth~rized to do 
business in ars State ot the United States, then ell goods 
shipped to the te::-ritory of the Participating Country 
financed by A.I.D. b~reunder vill be insured against 
carine risks and such ins~anee vill be placed in the 
United States .... ith & co~pany or cocpanies euthori~ed to 
do a ~rine insurance business in a State of the United 
States. 

(b) Except as A.I.D. ~ay otr.er~se ~ree in .Titir~, the 
Bor!"'o-,.ter "'il1 insure I or caused to be insured, goods tine..:;ced 
under the Loao ieperted tor the Project egainst risks incident 
to their trensit to t he point of their use in the Project; 
such insurance viII bei ssued on te~s ar.d conditior.s consistent 
,,·i th sound cO::::lercial ~ractice e....,d ... -ill insure the full ve.lue 
of the goods. Any indeo.."!itication received by the Borro"'er 
0:- Participating Country under such insuraoce "'1 11 bused ' 
to replace 0::- repair 'lny oaterial da!:le.ge or any · .... :s1r of t~e 
goods insured or "'ill, be \!sed to reie.bU!'se the 3vrr~""er or 
Participating Country for the replac~eot or r~ir of such 
goods. Any such re?lac~ent viII be ot source and origin of 
countri es listed in A.I.D. Geogre.?hic Code 935 as in effect 
at the ti:e of replac~ent, and, except as the Parties ~ey 
egree in "Titing, '.·ill be o'iher,,-ise subject to the provisions 
of t he Agree:eot. 

SECTIOil c.B. U.S. Go .... err~ent-c..'ned Excess ?:-ooerty. The Borro.er 
agrees t!iat .... herever ?:-e.ctic9.bIe Uni~ed States ~·,ern.::lect-o·.T.ed 
excess personal property, in lieu of ne ... i te::s financed under the 
Loan . should be utili~ed. FUnds under the Loan =ay be used to 
finance the costs of obtai ni~~ such property f or the Project. 

ARTICLE D. Te~inetionj Reoedies. 

• 
SECTION 0.1. Cancellation by SOrro .... er. Toe Borrc ... ·er I:!!.y, by giving 
A.LD. 30 days "TitteD noti~e. canc!!l any part of t~e loaD '~'hieb 
has not been disbursed or co~itted for disburs~e~t to third 
parties. 

SECTIO~l D. 2. Events of Defe.ult i keehn.tion. It .... ill be aD 
"Event of Default" i1' Borro .... ~r shall have failed: 
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SECTION D.2. 

Ca) to pay vhen due any interest or iDstallcent at Principal 
required under this Agreement, or 

(b) to f-GPply \lith any other provision of this Agree~ent f or 

(c) to pey vhen due any interest or installoent of Prlnciyal 
or other paYtlent required under ar:y ot.hn·loan, g\l~anty or 
oth~r agreecent bet· ... een the Borro"oler or eny or its egencies 
end A.I.D. or any of its predecessor egencies. If an event 
of Default stell have o~cured, then A.I.D. cay give tbe Borrove~ 
notice that all or any part of this unrepaid Principel vill 'be 
due and payable sixty (60) days thereafter, and, unless such 
~'ent ot Default is cured vithin that t~e: 

(1) such unrepaid Principal and accrued interest here
under .. -ill be due and payable ic:ediately. and 

(2) the &count of any further disburseoents cade pursuant 
to then outstandir~ co~itce~ts to third parties or other
nse .... i11 beco!::e due and payable as soon as cade • 

SECTIOIl D.3. Susnension. If at e.r:y tice: 
{a} An event of default has occurred; on 
(il) /..:1 event occurs the.t /".1.0. detE:nlines to be an extraordinary 
situat ion that ~~kes it i~prob3ble either that the ~urpose of 
the Loan \/i11 be attained or that the Borro ... ·er "'ill be able 
to ~erfo~ its obligations u.~der this Agreeoent ; 

(c) Any disbursecent by A.LD. \/ould 'be in violation of the 
legis~ation governing A.I.D.j or 

(d) The Bor ... o ... ·er shell l"iave failed to pay .... hen d~e any interest, 
instellcent of principal or other p8:~ent required un:e: any 
other lne.n. guaranty, or other e.g ... '!oent bet ... ·een the Borro· .. ·er 
or any of its agencies and the Co· .. er~ent ot the United Sts.tes 
or any or its agenciesj .. 

Tnen A.I.D. cay: 

(1) suspend or c~~cel outst~~ding co~it~eQt docu:ents 
to the extent they caye not been utilized througb irrevoc
ab~cocmitQents to third parties or othervise. giving 
pro.opt notice thereot to the Borro"'er; 

(2) decline to issue additional co=nitoent doc~ents 
or to ~~ke dis'burs~ents other then ~~der existi~~ 
ones; e.nd 
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(3) at A.I.D.'s expense, direct that title to goods 
tinanced under the Lean be transterred to A.I.D. it the 
goods are from a source outside Borro .... er's territory are 
in a deliverable state end hav not been otrloaded in 
ports ot eDtry 0: Borro.er's t .rritory . Any disburs~ent 
made under the Loan · .. ith respect to such tr{\nsferred 
goods \l'ill be deducted froe. Principal. 

SECTION 0.4. Cancellation by A.LD. It. vithin sirty (60) days 
from the date at any ~uspension of disburseceDts pursuant to 
Section 0.3, the cause or causes thereof bave not b~en corrected. 
A.I.D. cay caDcel any part of the LoaD that is not then disbursed 
or irrevocably committed to third parties. 

SECTIOII D.S. Continued Effeetiver:ess of Al're"-ent. !iot·.·ithste.nding 
any cancellation • suspension of ~ isbursecer.ts, or acceleration of 
repa:,,:,er:'t.. tbe provisions of th : s Agreecent ... ·ill continue in effect 
until the pa)~ent in full of ell Princi;el and accrued interest 
hercur.d~r . 

SECTIQf; D. 6. Refunds . 

(.9.) In the case of eny disburse:ent , .. hich is not supported 
by valid docucentat ion in accordance ... ith t~is hgree~t. or · 
... ·hich is not :::ade 0:- used in ar:cordance vith this Asre~ent. 
or ... ·hich .... as for goods or services not used in accordance 
... ·i th this J.gre~ent, A.l .D., not ... ·i thstaDdit".(; the a\'ailabili ty 
or exercise of ~~y other reoedies provided Cor unc er this 
Agreecent , r::ay require the Borro· ... e r to refund the 8.l!:ount 0: 
such disburse.cent in United States Doll8.!'S t.o A.I.D ..... ithiD 
sixty {Go} days after receipt of a request therefor. The 
ri Gh t to require such a re~und of s disbur3e=~~t ... ill continue, 
not ... ·ithstanding any ot.her p!'ovisioo of this At7:ee!:.ent, for 
three (3) years fro: the date of the last dis'bu..-se:ent under 
this Agreec-ent. 

( b) (1) Any refund ul1:!er the precediq; subs-ection, or 

(2) any refund to A.I.D. fro::!l a contracto:" , supplier, 
bank , or other third party ~itb respect to goods or 
services financed ur:der the Loan, ... ·hicb refu::.d relates 
to an unreasonable price for or erroneous invoicing of 
goods or services. or to goods that did not confore to 
specifications. or to services that .ere inadequate, vill, 

A. be =.sde !'\'silable first for the cost of goods, 
and ~e:-vices reqti..~ for · the ?roject. to the ext.ent 
justified. ar.d 
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B. tbe re~inder, if any, vill be applied to 
tbe installments of Principal in the inverse 
order of their ~turity end the ~OQ~t of the 
loan reduced by the ~ount of such re~~inder. 

SECTION D.l. Non~aiver of Re~~dies. 
right or reoedy accruing to a Party in 
~~der this Agreeoent ~ill be construed 

rio delay in exercising any 
connectio~ with its financing 
as a waiver of such right. 




