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BRlsnatory netes

References to dollars (8) are to United States dollars, unless otherwise

stated,

The monetary unit in the Bast Caribbean is the East Caribbean dollar ($BC),
During the period covered by the report, the value of the $BC in relation to the
United States dollar was ®JS 1 = $EC 2.70.

The following abbeeviations are used ia this dooument:

CARICOM
CDB
v
CPTC
CIC

| A
ECCH
EIU
1rc
IDA
LbC
nC

Caribboan Commiaity

Casibboan Dovelopment Bank

Conmoumenl th Devel epaeat Cerpereticn
Comusumeal th Mand for Techmioal Co=eperation
Capibboan Iuvestasnt Covporation
Diccounted ‘oot Mow

et Caribhons Commen Naphet

Bossemic Istelligence Usit (of the BCCN)
Intevuntional Tvade Centie
Intesmational Development Asssciatien
Lesst Developed Countiries

Mepe Developed Countries

The designations employed and the presentation of the material in this
documeat do @8t imply the expression of any opinion whatsoever on the part
of the Jecretariat of the United Nations concerning the leganl status of any
oountry, territory, city or ares or of its authorities, or concerning the
delimitation of its frontiers or boundaries,

Mention of firm names and commercial products does not imply the endorse-
ment of the United Nations Industrial Development Orgenisation (unIDO),
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ABSTRAOY

This is the report of the management oconsultant assigned to the project
"Assistanoe to the Caribbean Investment Gorporation” (DP/CAR/74/006),

The consultant made two visits to the Caribbean Investment Corporation
(CIC) in 1976, His mission was to give polioy and orgmnisational guidance to
the CIC as an instrument of economio development in the Caribbean region, The
report contains detailed findings and conolusions relating to priorities,
corporate structure, investment polioies and operations and prooedures of
CICe 'T™e oonsultant's suggestions and recommendations are set forth in each
chapter as they relate to the topio disoussed,
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INTRODUCTION

This is the report of a mission which formed part of the project
"Assistince to the Caribbean Investment Corporation" (IP/CAB,/74/OO6). According
to the terms of reference of his assignment, the oonsultant was to assist and
wivise the Caribbean Community in collaboration with the General Manager of
the Curibbean Investment Corporation (CIC) in the:

(a) Organization and administration of CICj
(b) Formulation of its long=term policy}
(c) Development of appropriate systems and procedures}

(d) Identification of new industries suitable for financing by the
CICy

(e) Provision of such operational and managerial advice as might be
nceded to enable the CIC to become a viable and efficient regional financing
institution,

The expert was also expected to prepare a final report setting out the
findings of his mission and his recommendations to the Covernments on further
actions which might be taken,

The aystems and procedures proposed in this report were prepared for
CIC during the visit of the consultant. As a follow-up for implementation
of the project development programme, CIC has indicated that another visit
would be desirable, subject to approval and authorisa*ion by UNIDO. This

proposed visit would include a presentation to and discussion with the Board
of Directors of CIC.

#While a substantial portion of the time available for the consulting
work was spent in review, discussion and planning with the CIC management
and staff, and with the UNIDO Team Leader at CIC, extensive contacts were
also established with representatives of the Covernment in St. Lucia, Antigua
and 3te Vincent, Informative discussions were held with the UNIDO team and
with the TTC adviser in Antigua, as well as with the Bast Caribbean Common
Martet (ECCM) secretariat in Antigua, the Caribbean Development Bank ( cDB),
the UNDP office in Georgetown and the Canadian High Commission,

In addition, a series of meetings took place with businessmen, estate
managers and agricultural technicians on specific project ideas and imple=
mentation plans, Likﬂiu, the representatives of the Hotel Association were
consulted on topics relating to the activation of better linkage between the
tourism sector and the local economy,
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I, POLICY QUIDANCE AND CORPORATE ADNINISTRATION

datreduction. and background

Policy and organizational guidance were the first tasks undertaken,
The objective was to make CIC not only a viable and efficient regional
financing institution, but also a dynamic instrument for planned econcmic
development in the region, The following topios were covered, and the ana=
lysis and conclusions presented in the following sections appear exactly as
they were submitted to CIC in May 19763

Priorities summary
Corporate structure

Investment policies
Operations and procedures

These recommendations were followed up by remitting to CIC, in July/
August 1976, the procedural and systems guidelines oontained in chapter II
of the present report, covering project evaluation, investment document pre=
paration, lending guidelines and project monitoring,

The CIC clearly recognized that its initial priority, after organising
skeleton staff and moving into its office quarters, had to be the analysis
and approval of a substantial number of initial projects to provide an
immediate development impact and to judge the need and demand for its
services, This activity now needs to be followsd up by1

(a) Systematic initiation of project promotion work by CIC (see
chapter III)}

(b) Systematization and strengthening of investment management
activities as defined in chapter III;

(c) Broadening the ascope of fimamcial seswices provided bWy c!s\.
specifically short- and medium=term lending activities (see ohapter 1II)}

(d) Increasing the sources of quality capital for CIC,

The following sections of this report will elaborate on the considera=
tion of corporate structure, investment policies and operational guidelines,

Sekperatc strugtire

The oorporate structure of CIC, as laid down in thc articles of agreee=
ment governing its creation, admirebly meets the baaic corporate objectives
of the institution, The control of the PFoard of Governors rests with the
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least developed couatsries (LDCs), while the Board of Directess, which has the

authority over investment, is weighted in favour of the more developed countries

(MDCs ),

As indicated clearly in the CIC annual reports, however, the antioipated
4($ private sector partioipation in the capital of CIC has not materialised,
At the end of 1975, the private seotor subscription was less than half of
the East Caribbean dollar $EC 2 million apportioned to the Caribbean OCommunity
( CARICOM) private sector,

Hence it is recommended that the CIC Board of Governors oonsider a
modification in the corporate oharter of CIC, allowing the subsoription of
up to 25% of the capital of CIC by non=CARICOM publio or private institutions,

W. The basio objective of CIC is to ohannel
investmen s into the least developed countries of CARICOM, As long as

the governing structure of CIC remains unaffected and as long as CARICOM
control is clearly maintained, there is no reason to exclude minority oapital
participation by non=CARICON public and private institutions,

There are a substantial number of public finanoial institutions (1like
Nacional Financiera of Mexioo, Cavendes of Venezuela) of neighbouring
countries which may have an interest in participation, There are also a
number of private financial institutions, principally United States, Canadian
and English, which maintain substantial operations in the CARICON area and
which would be logioal supportors of CIC, Then there are private foreign
business concerns with important markets in CARICOM whioh could probably
be persuaded to join,

The most important precedent set in this regard is the granting of
associate membership by the Inter—American Development Bank to non-regional
countries (e.gs the Federal Republic of Germany)s Since the amounts whioh
CIC, even under optimistic assumptions, would be able to pay as dividends
would be limited to 3-5‘ per annum, no objection over substantial outflows of
profits can be sustained.

W?WH. From foreign banks operating in the area,
with proper presentation to their respective head offioces, it should be feasi-

ble to obtain at least $BC 1,5 million, with at least another $BC 0,5 million
from foreign business firms aotive in the area, plus whatever resources would
be available from public financial institutions in Brasil, Canada, Oolombia,
Mexico, the United Kingdom, Venesuela, and Central Amerioca,

%mna_ﬁ.ﬂ. Non=CARICOM shareholders could possibly be appointed
associate members of CIC, with one observer on the Board of Governors and
with as many non-voting members of the Board of Direotors as would correspond
to the share of total equity subsoribed by non=CARIOON shareholders.

lovestnent policiss

The investment polioy laid down in CIC's oharter is well oriented towards
the objectives of the Oorporation, There are two aspeots, howsver, whioh were
not apparent at the time of formation of CIC but which the consultant expeots
®© become of inoreasing relevancet lending activities by CIC and management
of unoommitted equity funds,

g
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o At this time CIC's investment polioy permits
any noneconver e loans only as an exception, In addition, the proposed

loan agreement with CDB tightens suoh provisions substantially, MNot only
would CIC "nct normally make loans" (Section g, V of "Conditions precedent to
the first disbursement of the loan"), but in & further condition (item j, V)
for the granting of sub=loans, financing for working capital out of CDB
resources is prohibited,

In the light of experience of other institutions, and in view of the
development cbjective of CIC, such restriotions are not considored reasonable,

WW. Normally, any new project in whioh CIC
participates as an equity partner will only become "bankable" for normal worke

ing capital financing by commercial banks (for example for inventories or
for accounts receivableg after demonstrating a successful operating history,
Auxiliary financing sources, such as factoring of accounts receivable or
warehouse certificate financing for inventories, are not available in the
CARICOM LDCs,

Consequently, providing working capital finance %0 new projeots is a
necessary and beneficial function which CIC should be encouraged and enabled
to assume, Development finance should nct end with the acquisition of plant
and equipment, but the new enterprises must be enabled to meet their working
capital needs until such time as the commercial banks can assume this
function,

W, It should be a desired and an accepted cb jec=
tive o o extend mediwm term financing even in cases where CIC is not

an equity partner, It is precisely the medium=term financing demand whioch is
at present nct adequately covered by the normal commercial banks whose operations
are concentrated on short-term operations, In many cases, debt consolidations
and refinancings, financing for new product lines and similar undertakings
will be sought by existing and expanding companies in the LDCs. Such finance
ing will, many times, be handled by the CDB, but it could also be envisaged
that for small and medium=-sised projects in the LDC area, CIC would be the
conduit for such financing, As a longer-term objective, CIC could then
initiate the seleoted placement of medium= and short-term paper by issuing
companies in the CARICOM LDC area,

o The two sources of funds available to CIC for such
programmes aret

(a) Credit lines to CIC by commercial banks whioh would be relemt
at a certain interest margin by CICj

(V) Partial wttlieatien of Commsawenlth Dovelepment Osppesetica
(COC) 1iae presemtly uader tet omposially ea a8 interia Wasts while the
CBS commitaent cammet yet % Ay sefinancing

It is expected that CIC should be able to obtain oredit lines from
commercial banks for relending by CIC, CIC's corporate structure and share-
holder roster are a good basis. Murthermore, the management of CIC's deposits
provides a strong leverage to obtain credit lines,

The lending margin obtained in cuoh operations would be a welcome
contribution tc covering CIC's overhead.
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Meoommendations

It is recommended!

(a) That CIC be clearly authorised to undertake working capital
financing to compan.es in whioh it holds an equity participationj

(b) T™at CIC be authorised to undertake medium=term loan financings
tc companies in whioh it does not hold an equity partioipation, provided the
purpose of suoh financing falls within the soope of CIC's investment policies
and prioritiesy

(c) T™at CIC be granted authority to solicit mediwm=term credit
lines from ccmmercial banks for the purpose of relending at a margin to
projects covered by (a) and (b) abovej

(d) That CIC attempt to negotiate with CDB for an authorisation to
utilize the CDB credit line also for relending for working capital (or course,
at a rate higher than that oharged by CDB on similar lcans),

W. At the present time CIC draws a subsiantial
porticn of its current inoome from the deposit of equity funds not yet dis-
bursed to approved investment projects, Under the CDB loan agreement, the
entire uncommitted equity is tc serve as the income=gonerating sources for
CICs In the CDB analysis an 8,58 annual return is foreseen on such funds,

or a sum sufficient to ocover CIC's cperating expenses during the non-~dividend-
producing years,

At the same tima, the charter cf CIC specifies that "resources not needed
in its cperations" are to be deposited in a member state (Article 12,c),

This restriction, although quite logioal in its principal objective,
does seem tc substantially affect CIC's ability to comply with the other
objective to maximise financial returma from its deposits, The utilisation
of these deposits in secure Buropean-based institutions oould probably pro-
duce muoh better returms,

The counter-argument that a deposit in a CARICOM commercial bank would
better benefit the region is not plausible upon further examination, The
large CARICON commercial banks are all foreign institutions in whioh a
deposit by CIC would only serve to reduce the inflow of funds from outside
the region which the banks would otherwise have to provide to meet looal
operations not covered by lcoal deposits,

Serious consideration should, therefore, be given to allowing CIC to
manage its unoommitted funds freely in order to cbtain the best financial
resulte without jeopardizing security,

Searations

As mentioned earlier, CIC has logioally oonoentrated on its firet
priority of getting approval for a substantial initial number of projects,

R RECEREEEEEELLE



«ila

It now becomes necessary to move in the following direotionss
(a) To actively promote projects}

(b) To systematize analytical prooedures and invesiment dooumenta=
tiong

(c) To systematize and "flash out" invesiment management ;

(d) To start planning for later sale of equity investments,

W@. Project promotion is the aotive identifioation of
investment opportunities by CIC, the preparation of project profiles and =
where necessary - pre-feasibility studies, the financial struoturing of the
project, the search for capable local partnors and possibly for foreign

joint=venture partners, and control of the practical implementation of the
project,

While the volume of projects brought tc CIC in varying stages of
planning will always be larger than the number of projects whioh CIC actively
promotes itself, such active promotion should become a part of CIC's
activity for the following reasonsi

(a) Bmphasis can be given to projects with large development impaot}

(b) Any economic decisions taken by the BCON seoretariat as to
allocation of industries tc different LDCs will remain purely aoademio une
less backed up by active promotion of the projeots thus distributed}

(c) CIC can be involved in the initial stages of finanoial and
t echnical review instead of having tc decide on projects already defined in
their operational or technical parameters;

(d) The development fees whioh CIC can legitimately oharge for suoh
integral promction services (a fee of 5’ for projects under $US 1 million is a
generally accepted standard) would contribute importantly to cover its
expenses, In addition, many expenses inourred by CIC in the projeot prepars=-
tion stage can be reimbursed by the new projeot (in addition to the above-
mentioned fee)s

Recommendations

It is recommendedt

(a) That CIC set as an operating goal the aotive promotion of a
certain number of new projects during & speoified period of time}

(b) That a start be made with these projects allocated to the
different LDCs and that project profiles he prepared for themj

(c) T™at a certain flexibility in the regional allocation of these
pro jects be permitted hy the ECON secretariat to allow for the faots that
projects need local entreprensurial talent as a vital ingredient and that there
may not always be a coincidence bstween economic planning and the finding of
the right pecple in the right place,
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As a part of project promotion, it is also recommended that emphasis
be placed on oarrying through one or two initial joint ventures with either
MDC or with non=CARICON partners, Since the CIC investment poliay clearly
limits the outside participation to 49%, there need be no fear of domination
by the outside joint venture partners,

On the other hand, some successful joint ventures would not only
increase the solidity of the underlying projeots, but it would increase CIC's
attractiveness as an active development partner in projects involving
foreign companies willing to contribute to the ocreation of employment and
the development of industry and trade in the LDCs,

Predect analiais

The actual approval already of 24 projects hy CIC may be a good moment
tc review experience and tc move towards a systematisation of operating
procedures in the analytioal and presentation phase,

The objective is not a bureaucratisstion of procedures, but rather:

(a) To economise routine proceduresj
(v) To address priorities in a systematic fashionj
(¢) To avoid overlooking potentially important aspects;

(d) To standardise presentations and dooumentation for sasier review,
better comparability and logical structurey

(¢) T have a doowmentation whioh can sasily be used at a later
stage to oheck original assumptions and projections,

W. The investment managesent funotion of CIC
should include ollowing componentsi

1e Investment control:

T™he financial oontrol of opereting investments is already well
advanced in its organisation within CIC, The norwal financial review of
performance should, however, be supplemented by a monitoring system, The
monitoring system would provide for the oontrol of the oritical opereting
variables of business in whioh CIC partioipates,

Instead of waiting for delayed acoounting information there would
be immediate feedback if any oritiocal operating factor wemt out of line,
3uch data can be obtained cutside the normal acoounting system and practi=-
cally without delay,

2. Company developmentt

Whenever a CIC squity investment is reclly suocessful, the under-
lying company will want to expand or diversify, Here, 0I0 oould play an

active and important role through advisory services, intemational contacts
and financing,

Therefore, each original investment by CIC should include a long=
term perspeoctive on development potential of each projeot which would then
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be followed up periodicallys Of course, professional, financial, organisational

and agency services performed by CIC in this regard would be renunerated,
CIC should bs prepared to provide such assistance,

3o Crisis managementi

Although it is to be hoped that all of CIC's investments will do
well, the possibility of any of them getting into trouble must not be em=
cludeds In such cases, CIC will often not want to take the commerical banke
ing view of aimply writing off an investment, but it may = and whenever
feasible it should = take an active role in reorganisation and"bail out®,

Such capability, however, need not yet be maintained in the house,

W The absence of organized capital markets in the
CARICON area an e probability that this situation will continue to prevail
for many more years makes it imperative for CIC to seriously consider, and

to plan for, the later sale of its investments,

If CIC is to function as intended by its founders, then it must aim to
tum over its equity portfolio about every five years so that the proceeds
from the sale of investments (hopefully at a capital gain in most oases)
can be utilised in promoting new projects, thus multiplying CIC's develop=
ment impact,

The sventual sale of investments should be systematically analysed
in each case at the time of antry, In larger and more developed countries,
this becomes less important because, even if looal stock markets do not
function well, there is still a wide business and financial oommunity with
the means of taking cver share participationss In the area served by CIC,
this is not the case,

It will become necessary for CIC, therefore, to analyse in saoch oases

(a) T whom could an eventual later sale take place? Does the ace
uirer have the resources or booking to abeorb the CIC participation?

(b) On what conditions should a later sale taks place,

Commonly used formulass provide for the re=purchase options by looal
project shareholders wither at book value at the time of sale, or at a
certain earnings multiple, or at original ocost plus a cummulative interest
(a8 floor price in sales negotiations),

Seaclusisns

The foregoing remarks were intended to provide a summary of comments
and recommendations on issues, most of which had already been addressed by
CIC management and its UNIDO advisers, It is hoped that their systematic
presentation, coupled with detailed prooedural material to be delivered later,
will contribute to providing useful suggestions for future CIC Jperations,

Surely, the co=operation by the resident team members of UNIDO, toe
gother with the enthusiasam of CIC's staff, will make it possibl: for the
institution to continue the promising performance initiated by CIC MNAge-
ment since the institution started work only a short whil» A0
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Il, SYSTENS AND PROCEDUNES

Sisaiatisn

Any recommendations for systems and proocedures in an investment and

financing institution oriented to entreprensurs like CIC must take into account

two considerationst not to burden the organisation with too many bureaucratic
procedures while at the same time introducing systems which will allow iti

(a) To economise routine prooedures |
(b) To address priorities in a systematic fashionj

(c) T awoid overlooking potentially important aspects in pro ject
evaluationy

(d) To standardise presentation of approval and supporting documente=
tion}

(e) To unify evaluation criterias

The following systems and procedures concern three crucial activities of
CICs
(a) Project analysis and presentation}
(b) Interface to subsequent investment control activitiesj
(c) Lending activities,

Exalininarc predsct svaliation checkliat

The project evaluation checklist should be introduced by a hrief dese
cription of the project with comments on plausibility (basic souniness and
merits) of the project and its relation to CIC's aims and objectives,

Narkati, RCicads diRtriNGion
(a) BRatimation of total market for proposed products in planned market
regiony

(b) Projected production volume, sales objectives and market share of
proposed venture}

(c) Present sources of supply (imports and looal manufacturing for
producta)

(d) Teriff protection for productsj

(e¢) TIdentification of potential users of products t0 be manufaotured
and distribution channels to be used for sale of products|

(f) BRvaluation of the possibility that market demand may be satisfied
by subatitute productaj

(g) Mumeration and evaluation of oritical factors which would affect
total market potential and individual sales volume|

(h) Review of aspects and oonsequences of eoconomic integration,

)
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A checkout should be prepared of sponsors and management according to the
outline in the project evaluation cheoklist,

(a) Deacribe manufacturing process to be usedj

(b) Comment on needs for know=how and special skillsj

(c) Mention any contacts established with know=how partners or equipe
ment suppliers;

(d) Determine scurces, costs and quality of raw material supply}
(e) Determine whether import restrictionas for raw materials existjy

(f) Comment on proposed plant location in relation to supplies,
markets, transport and manpower,

Jaxesimeni ragirasantia projact (inancing and raturus

(a) Mough estimate of total project cost, broken down into land,
construction, equipment and working capitalj

(b) Proposed financial structure of venture, listing methods and
sources of equity and debt financingj

(c) CIC investment amounts to be requested
(d) Information on profitability and return cn investment
(e) Comment on possibilities of future sale of CIC investment.

(a) Deadline for CIC investment decision, including reasont for dead-

(b) Projected start of operationsj
(c) Betimated disbursement schedule,

On the basis of a review of this preliminary project evaluation by the
CIC Investment Committee, it would be decided whether the projeot should be
pursued further, If mo, a full investment dooument would be prepared acocording
to the guidelines suggested in the following section,

B =

Iarsdustory nates

This ohecklist lists the subjeots to be discussed in CIC invesiment
documents, As such, it forms the guideline for the analyst during the stage
of recollection of information, At the same time it provides the basic
structure of the investment document itself, indicating the standard table of
oontents,
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Obviously, this list is only intended to facilitate field work, analysis
and presentations Bach project will, to a greater or lesser extent, require
a departure from the basio pattemn,

The checklist focuses on industrial and agrioultural projeots, Other
types of projects will require the disoussion of different subjects and a some=
what different format of the investment document (0ege hotels, finance

companies),

Such differences will mainly ocour in respect of seotion 2,

"Markets and sales”, and section 4, "Techniocal review".

The differences should follow logioally from the nature and characteristics
of the project, The depth of the analysis should be the :ame,

SNeRaL_fakle of contents of investment documants

Cover page (for presentation to the board of directors)
Pro ject description

Returns and risk evaluation = summary
Project highlights

‘.
2.
3.
4.
.
6.
7.

okgreund

laghets and sales

oassre, mangennt and peresancl
Techmical peview

Maamoial reviev

Tenstion and other logal mattere
Ecomemic comteibutiom of project

I+  Summary of basic assumptions underlying the financial and operating
pro jeotions

11,  (Optional) Schedule of loan disbursements, repayments and interest

o

I, Wmsio economio statistios in (ocoumtry of project)
11, " Oost of project and sources of financing
I1l, OComparative profit and loss statements

IVe Comparative sources and uses of funds

Vo Comparative balance sheets
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Company

Location
Activitys
Sponsorst

Shareholders:

Board of directorss

Management |

Total project cost
and financings

Sales!
Amount requestedt
Form of CIC

investment

Return on CIC
investment:

Timingt

Conditionss

-17-

Exedsct dasoription

(Neme, mentioning whether it is a new or an existing
enterprise )

(Only in case of new enterprises)

(Nentioning names and $ shareholdings, If a change in
aoldina and/or inorease of share oapital is involved,

shareholdings should be given both before and after
such change and/or inorease)

}Huo. age, nationality, specifying which shareholders
groups) each one represents)

(Key management personnel with name, age and nationality,
Management contracts ocovering part or all of the oompany's
activities should be mentioned as well if applioable,
specifying name mnd activity of company taking out the
management contract)

(Susmary)

(last year®s sales, for etisting companies, and projected .
sales for representative year)

(Total amount of OIC commitment for which approval is

requested)

(0f disbursement of 0IC funds)

(Any specific conditions that will be attached to OIC's
comeitment should be mentioned here, If there are no
speoific oonditions, this item should show standard CIC
oondition)
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Seturas aid risk svaluation - simmery Name of company (coumtry)
Ao Ieluns potsatial

1, Economic contribution of project (year)

1.1 Value added as % of total oapital employedt:
1,2 IMoreign exchange savingst

1,3 Foreign exchange earnings:
14 Bmployment generation (direct and indirect)t

2, Intrinsio project profitability

2,1 Intrinsic DOGF return on total capital, DOP (ocap):
2,2 Intrinsic DAF return on total equity, DOF (eqtsl

3o Returns potential on CIC investment

3.1 Intrinsio DA return to CIC on equity, DCP:

302 Mealisable DOF return to CIC on equity, DOP (assuming dividend payout
ratio of of net earnings and sale of shares in year y at a price
equal to z)t

3.3 Payback period for CIC equity (assuming 1008 eamings payout): years

Py

danaitivity of predect

4, Changes in net earnings in response to changes in oritioal factors (yur)

Sritical fagtors Sanse_in_net saning

Change in factor
Aof &1

Change in factor
Bof & 108

(L 3

"+

»*
-

5e Bresk-even levels

5¢1 Net earnings break-sven (your )t %
Sales volume as § of
pro jeoted sales Yyoar t

5¢2 Cash break—-even sales year t
Volume as $ of projeoted sales (year

6o  Bffect of delays in project implementation

6,1 Monthly oash defioienoy if project income delayeds §US
6.2 Monthly expense level during last ocompletion monthst 8US

Eraisct hishlisita

This sumary should point out briefly the main characteristios of the pro=
Jeot that make it attractive as a CIC investment, It is a swumary of the
appraisal of the projeot rather than a summary of facts, This appraisal will
relate to elements suoh ust
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Origin
Raticnale
Coincidence with CIC's cbjeotives
Sponscrs

Return and risk

1o Dackeround
(a) Sponsors and history of projeot or companyj
(b) Brief desoription of projeot;

(c) Logic of the project (competitive advantage, need for oompany*'s
product etce)}

(d) Summary of critical factorsj

(e) Expansion potential and possible further financing requirements
beyond those presented in this document;

(f) Reason for present timing of proposalj
(g) Conditions upon which CIC's participation will be made dependent,

2. Markets and gsles
21 Markete

(a) Description and appraissl of market studies (methodology, detail,
scope, experience of consultant )

(b) Description and characteristics of each produot liney

(c) Description of market (sise, location, price structure, past and
future growth, determinants of future market, export possibilities, most
sensitive and critical features of market estimates);

(d) Competition (evaluate quality of produot by international standards,
local competitors, their market shares location and their backing, substitute
products, oompetitive advantages of oompany's produot, competitive credit
cenditions, vulnerability of proposed price structure, prioe controls, tariff
protectionS;

t Sources of statistical and other quantitative data should be olearly
identified,

2.2 Sales Rrodsotions

These should inolude pro jected market share and minimwm, maximun and most
likely sales vclumes and prices and most sensitive features of pro jeoted sales,

When any part of projeoted income is signifioantly free from risk this should
be noted,
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203  dalek and distribution
(a) Sales channels and distributor organization (indicate alternative
sales channels);

(b) Inventory requirements of finished gonds §

(c) Pricing policy and terms of sales to distributors and to ultimate
consumers }

(d) Advertising, packaging and product development plans,

3. 0 g

o1 Sponsors

(a) History and business of sponsors (include any special relationships
with project)j

(b) Evaluation as prospective partners,

32 Jeard of directors

(a) Size, composition and technical qualifications of board;

(b) References on character and standing in business ocommunity of key
directors,

33 Mauagement

(a) Organization chart showing interlinkage and reporting relationships
of functionay

(b) Evaluation of general outline of organization in view of company's
characteristics and objectivesy

(c) Evaluation of key management personnel in relation to their present
or projected position in the oompany (specifying name, age, health, mtionality,
education, experience, time with company)

(d) Evaluation of each manager with regard to character, standing in
business community and family relationships with other managers, directors,
main sharsholdera etc,

(e) Evaluation of salaries, bonus participation and other benefits

distributed to managers in their quality as manager, director md,/or share=
holder.

34 EmRloyece

(a) Number of workers split up by skills requiredj

(o) Availability of suitable personnel;

(c) RMemuneration (basic salary or rate, additional payments)|
(d) Social security contributions;

(e) Obligatory or voluntary profit participation of personnelj
(f) MRelations with trade uniona,

-— G G G TG O O T G T T T T "W o e

[
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4 Igchuiced revigw
4o cturj 08 c

(a) Description and ovaluation of manufacturing process (description and
evaluation of process, name and experience of equipment supplier, patent and
licence position, special skills required, technical assistance available,
advantages cver alternative processes including differences in operating costs
a.nd/or initial investment, flexibility of equipment in manufacture of different
product lines, evaluation of most critical technical features of project);

(b) Suitability of proposed production process and equipment in view of the
country's stage of economic and technological development

(c) Plant capacity (rated capacity, evaluation of feasibility of proposed
production levels, rlexibility for expansion and for manufacturing different
product lines, production and starteup, build up to normal production levels,
and initial and target reject rate),

lotet Sources of quantitative data should be clearly identified,

4.2 Plant Jocatiop

(a) Reasons for plant location (road, rail, water, air and other communi=-
cations, availability of raw materials, distance from markets, cost and
availability of public utilities, skilled and unskilled labour, olimatic
conditions, cost differential with alternative sites inside country, if any)}

(b) Possibility of future expansion;

(c) Considerations relating to regional economic integration, Will
location continue to be optimal if regional economic {ntegration materialises?

4.3 Malsrial supply

Cost, quality and availability of raw materials and other inputs, such as
power, transport, housing, personnel etc, (cost of ma jor raw materials with
transport cost to plant site shown separately; history of prioce fluctuations,
present and pro jected trendsy indication of whether domestic or imported;
explanation of quality requirementsj; availability of raw materials inoluding
terms of payments and details of any long=term supply oontracts} raw material
inventory requirements; if relevant, reference to competitive position of
alternative sources of supply, including imports and related tariff protection,)
Jotgt Sources of quantitative data should be clearly identified,

44 Gritical factore in *eclnicad feasibility

Summary of most sensitive and critioal features affeoting the technioal
feasibility of the projeot (e.gs plant location, materials supply, maohinery
and equipment, manufacturing process, oonstruction progrm).

5 Linsucial review

5«1 Iaat performance and financial standing (for existing companies)

5ele1 Analysis of profitability over the past five yeurs, This
includes analysis of return on average oquity/employed into ite oomponentst
sales margin, turnover and leverage,
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Fesumla of cal mletion:

.:Nnm% - W x r—%‘
Average squity ot sales verage total capita

1+ ﬁverage equigy emp!oyog
5¢¢  Eizad aud deferred investmant requirsmsnts

(a) Description of total capital expenditure to be inourred on fixed
asgets, broken down into main categories and set out on a yearly or halfe
yearly basisjy

(b) Estimated risk of overrunj
(c) Amount and timing of replacement capital expenditure}
(d) Estimated life of the project

(e) Details of estimated residual value of assets if pro ject should be
abandoned,

53 Horking capital rsziirements
(a) Description of working capital requirements at projected maximum
sales levels, broken down intc inventories, acoounts receivable, oash and

accounts payable with a brief justification of the amounts involved,e.g,
estimated stock turmover, industry practicej

(b) Seasonal fluctuation in working capital requirements,

5e4  Eroject finsucing
(a) Breakdown of financing into debt, equity, cash generation atcy
description of equity financing in terms of type of shares, subscribers, price

a8 s § of par value, § of oquity cspital holdiangs and § of vete hld‘,:;
romuliiag fren subecripticns (ma-cash subecpipticns sheuld b iadi \I

(v) Breakdown of debt fimamciag iate the different sswrces)

(c) Description of terms of debt financing from each souroe, including
amount, currency, interest rate p,a.,, repayment terms, seourity eto,j

(d) Debt/equity ratio, initial and projected. RBvaluation in terms of
industry standard, risk etc,|

(e) Provision for project cost overruns (both physical overruns and
forseeable currency overruns, if applicable),

o> Raluation of Rreject finscial Rerformance
5¢5¢1  Ergjscted coat structure

(a) Distribution of gross sales revenue for a representative year,
showing fixed and variable cost elements}

(b) Variation over time of incidence of important cost elements owing
to anticipated variation in sales or other factors (technologioal ohange, world
market price trand in raw materials, progressive reductions in import duties,
wage increases);

(c) Income taxe
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%2 Prgdected profitability
(a) Analysis amd discussion of the projected returm om average

equity employed and its three components: sales margin, rotation of oapital
and leverage,

Fesmula of calculations

. .
Average equ’!y - ﬁo! ea?n X Average totaj capital employed
amployed
x 1+ Average equEty emp!oyog

Data taken from annexes III and V of the investment document, If
desired, for iarger projectss

(s) Dvaluation of the "imteiasic DCF petuse oa tetal capital™;
(v) Bvaluation of the "tatetasic DCF potuwse potantial o8 oquity”.

5053

(a) Neasuremeat and discussiom of the met sarminge break-evea
sales volume as £ of projected sales for two representative years based
on estimated distribution between variable and fixed expenges of the expenses,
The estimated division between variable and fixed costs will be on descending
sales since the purpose is to measure downside risks,

Formula of caloulations

"2t carning breakeeven sales (Pixed operating expensea + interest o

Volume as % of projected sales =
et galesevariable operating exp,

(b) Idemtification amd discussiem of critioal operational
factors affecting profitability, Critical factors should be clearly listed;

l (c) Discussiom of the effect of operatiomal critical factors
on profitabilitys The discussion should clearly reveal CIC's estimate of the
. likeliness of a variation of the critical factors from their projeoted values,

In cases where this is relevant the sensitivity analysis should be susmmarized
in a table of the following formatt

Jensitivity of net earnings to oritical factors in year

Critical factors % ochange in net earnings

"+

10 change in factor A i

I+

108 change in factor B it
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The table should refer to a represeatative year. The selection n
of factors and the variation shown should follow logically from the preceding
discussions (The direction of change in net sarnings (2 or ¥) depends on the
nature of the critical factor, esgs an increase in a cost item results in a
decrease in net earnings. Check always the direction of change after typing).

5¢5¢4

(a) Amalysis of proiected cash surplus and its effect on dividemd
payout, using the data of annex IV of the investment document, Mention alter-

natives, if any, with regard to debt repayment, and investment in fixed assets
which may affect the pro jected cash surplusj

(b) Memsurememt amd discussion of debt repaymeat coverage ratio
durimg projectiomn period.

Formula of caloulations

bt repayment

Debt repayment should include any other fixed charge involving a oash outflow
not accounted for in the profit and loss (P and L)s

;0) Neasurement and discussiom of the cash break-evea sale
volume as £ of projected sales for two representative years om the same

basis as the calculation of the net earnings break=-even sales level; wsee
preceding section,

Fosmala of calowlasion:
Cash break-oven sales velune © as o § of pro jected salee
(5

(et sales-variable operating empences)

Note that the differemce between met earmimcs break-gvea and
cash break=even level lies in the relation between depreciation and amortizae

tion and term debt repayment, The discussion of cash breake-even sales level
should highlight this relation,

5¢6  Currenqy rigk
(e) Inflatien, secent Gperience and pre jectiony
(v) Present overvaluation oo walervaluation of the lecal careency;

Sc) Likel insse of dovaluatien(s) during prejoct iuplenemtetion
and thereafter,

o7 RRIMQL CIC invesiment

(a) Desoriptiom of proposed CIC imvestmeat:

Bquitys Type of shares, total amount, prioe as for
ar, € of total squity capital subsoribed,
of votes acquired, reasonableness of purchase
price
Debt s Amount, interest rate, ourrenoy repayment,
security, purpose of financing (it’ tied),
other oconditions}
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(o) Details of arrancements, if amy, with regard to possible sale
of CIC sharesy

(c) Calculation and evaluation of the pay-baok period to CIC

defined as the number of years when the sum of dividends to CIC, net of
dividend and remittance taxes and, assuming 1008 payout, of net earnings if
cash is available equals total CIC equity at acquisition cost,

e Insalicn aud other leghl natters
Sales taxes
Payroll taxes and social seourity contributions
Obligatory profit sharing of personnel
Corporate income tax
Pividend withholding tax
Remittance tax on dividends to foreign investors
Capital gaine tax

To  MeuQRmiC coniribution oL RERIaE
(a) Total value added as ‘ of total oapital employed for a representative

year. Value added comprises wages and salaries, depreciation, corporate ine
come tax and net earningsj

(b) Foreign exchange savings for a representative year, calculated as
equivalent of imports substituted by the company's sales}

(c) Foreign exchange earnings for a representative year, calculated us
the equivalent of total exports or of sales of servioes to foreigners (hotels)
realized by the companys

These measures are not meant to be exact from the viewpoint of economic
theoryy they serve only as rough approximations of the national income genera=
tion and foreign exchange savingl/earnings resulting from the project,

(d) Effect on employment (direct and indirect generation),

REiinits

I Summary of basic assumptions underlying the
financial and operating projections

(™is exhibit should summarize in telegraphic style the basio assumptions
underlying the projections of the project, as discussed in the investment
document and reflected in the financial statements, annexes II-V, The exhibit
is purely factual and should not contain comments or explanations, whioh, if
necessary for the proper understanding of the project, should be included in
the corresponding sections of the text,)
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I1. Sohetuls of lean 4iCbUPEEREMNS, PepayREMte and interest

(Lender 1) (Year) (Year) (Year) (Yoar) otc,

Disbursement

Repayment

Amount cutstanding year-end
Average amount cutstanding
Interest (%)

(Lender 2)

Disbursement

Repayment

Amount cutstanding yeareend
Average amount outstanding
Interest (%)

ﬁﬁ! This exhibit should be included only for projects financed by a
number of loans with different disbursement, grace period and repayment
schedules, Totals for disbursements and repayments should correspond with
totals shown in annex IV; totals for interest should be caloulated on
average cutstanding balances,

Amnax ]l

Basic economic statistiocs in (country cf project)

Name of company
cost of project and sources of financing
(Unit of ourrency)

Cost of project Sources of finanoing

i ppnia il pgual¥ pussiad” maal¥

Biasi saaste¥ Py —

Land sesesceee
Givil works sesesceee
Bquipment and machinery X
Installation costs Total non=CIC cquity‘/

c1c ‘/
Total equity capital
ow breakdown) Paid=in aurplus

W Past retained sarnings

and reserves

'
! show Ernkdown)

s0000000 0
Cash nmntiony
Total cost of projects Total aources cf financingt

'H-‘“------—--.l
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?/ For existing projects ouly, Data for column "Actual" should be taken from
from latest balance aheetem snnex V), Data for coluwmn "Expansion" should
reflect gross investment in fixed and deferred assets at cost, undepreciated,
If investments are carried out over a number of years, the amounts shown under
"Expansion" should be the addition of the figures for all the years for eaoh
iteme Similarly, under "3ourcea", term debt should be inoluded in the column
"Expansion" for gross new financing that will be obtained, without taking into
account repayment, However, in the case of revolving faoilities, only net
amounts should be included (for example, banks showing deposits and bonds as
gources of financing)s The "Expansion" columns should inolude any investments
realized and funds obtained between date of latest balanoe sheet and time of
preparation of inveatment document,

For existing projects this column is an addition of the "Actual" and
"Expansion" columns, Mor new projects the word "Total" is eliminated, In this
case also investments in fixed and deferred assets should be taken at gross
amcunts, undepreciated, for the whole period of realisation of projeot, Term
debt is also taken at gross new financing obtained, without taking into aooount
repayment (‘out see exception in preceding note).

g/ As discussed under section 4, "Teohnioal review",

According tc breakdown and as disoussed in seotion 5.3 "Working capital
requirements",

At par value, FPFree shares given in exohange for promotional or other eff
efforts should have their counterpart under "Deferred assets", If existing shares
change hands, such transaction should be shown as an inorease in shares held
by certain shareholders and a decrease in holdings of others,

§/ Cagh paid into company in excess of par value of shares issued,

For existing companies only, Amount shown in latest balanoe sheet
should be inserted in cclumn "Actual', No entries should be made under
"Expansion",

Q/ For existing projects column "Expansion" should show gross new term debt
taken up to finance the project, without oonsidering repayment, In oase of a
revolving debt facility, maximum draw down should be shown, Figures should
coincide with those discussed in section §.4, "Project fimamciag". For
new projects same applies but figures will be booked in the only oolumn
shown,

3/ Balancing item "Cash generation" shows only that part of retained
earnings and depreciation/amortization that will be needed to oomplement
pro ject financing, Note that a project will normally have a higher oash
generation than the amount shown in this annex, the differenos being applied
to paying off term debt and paying out dividends, Note that this item may be
negative, in case more term debt is taken on than necessary to oomplete the
additional investment in fixed assets, deferred assets and net working capital
(esgs When part of new term debt is used to pay off old term debt),
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Absx 1L

Name of company

Bamings (P and L) statement

Actual 8/ Pro jected &/
(5 years) (5 years)

dadag

Product A
Product B

Total sales

Less sales tax
Total net sales

Operating expenses 2/
Manufacturing expenses
(show breakdown into main
categories)
Administrative expenses
Selling expenses i/
Financial expenses

Total operating expenses

Operating profit

Interest on term debt
Depreciation and amortisation
Other income !/

Before tax profit
Income tax

Net earnings

Operating profit as % of net sales

Net earnings as % of net sales

Net sales/average total oapital employed
Net earnings as ‘ of average total
Equity employed

m. g/ For existing prejects ealy. If possidle, fer ) yeass.

)] Ve year projection or loager if preject has loag gestation peptied.

¢/ Ecluding depreciation and ameetisatieon. Tho temt of the iavestammt decument
should show a bdreakdowm of ocperating eupenses ia vapiable and fixzed empeneess fer
a ropresentative year (see section 5.5.2. "Semsitivity of projected ppefitability
to aem=curerency factesrs”.

4/ Related to working cepital fimsmoing. Jmould be netied out with fimasoial imcome
gomerated on receivables etc., if amy.

g/ Nom-operating imcome. Operating iBcome should be shown tegether with sales

on top of the earmings stateagat. Fisaacial opesrating imocems like iaterest

of Peceivables shoull be astted out with [inancial empenses.

|
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Andax 1)
Name of company

Jources and uses of funds

Actunly' V Pro jeot on/

(5 years) (5 yoars)

aRurcas of funds
Bquity
Term debt
20000000
200000 OGOGS
0000000
0000000
Net earnings (loss)
Depreciation and amortization

Total sources

Nass of funds

Fixed assets

Deferred assets y

Net working capital

Repayment of term debt
0000000000
200000000

0000000000
Dividend pa.ymontag/
Total uses
Cash surplus (deficit)‘/
Accumulated cash surplus (deficit)
Potential dividends

Accumulated cash surplus after dividend
(Debt repayment coverage ratio p/)

3/ For existing companies only,

y In countries whoere historical financial statements have been affected
by inflation the columns for "Actual" should be foreseen with a footnote reading
"Discrepancies between totals and with corresponding balance sheet figures are
due to the effects of inflation",

g/ Start-up period may be decomposed in quarters or semesters, if
relevant, More years should be projected if project has a long gestation period,

If net working capital is reduced, a negative Figure should be in=
cludqd in this line,
g/ For historical columns only, For projection pariod, c:e bottom lines,

Historisal ool e close without curplus or d=t'ic’+t, A change in
company's hintorisil cash balancey if any, iu refloctad ton-ther with other
chunges in "No' working oapital%,

;/ o100 % payout of net earniwe. L cash [ ouran L ley unless differont
v oWt oL o o omore probanleo,
_ 2fraraings plue U ecciation 1o amortisation) x 1L)O/l'n>;)ayment of
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Aonax I

Name of company

Comparative balance sheets

Aotuuly I‘m;joo’uc\P
(5 years) (5 yoars)

SISt aaasis

Cash for working oa.pita.ly
Account and notes reoeivable
Inventories

Other

Total current assets

Suant Jiabiditised
Accounts and nctes payable
Bank financing of working capital
Accruals
Other >

Other current liabilities

Net working capital
Fixed assets, net
Deferred assets, net
Other assets

Total capital elnployedﬁ/
Accumulated cash surplus after dividondnf/

Total capital employed and acowmulated
cash surplus

Term debt
0000800000
280000000
000000000

Total term debt

Net worth
Gpital
Retained eamings

Total net worth
Total equity omployedv

Total term debt and net worth

Total assets = total liabilities and net worth

Quick (liquidity) rati
Current ratic
Debt/equity rati

@/ For existing compamies oaly. Data taken from historiocal balanoe
sheets,

‘Hu—du--_----ﬁu.!
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Five years, or longer if projeot has long gestation period,
]

For "Actual" columns historioal oash balances, Mor "Pro jected"
columns target oash balances for working capital,

Q/ Excludes ourrent portion of term debt,

Equals net working capital plus net fixed assets plus net deferred
assets plus other assets,

£/ After dividends projected in annex IV,
& Includes current portion,
h/ Equals net worth minus accumulated cash surplus after dividends,

i/ Cash for working capital plus accounts and notes receivable/ourrent
liabilities,

4/ Current assets/current liabilities,
5/ Term debt/net worth,

Checklist for lendim ogergtionl E 10 basic steps in hﬂ;m

The following notes relevant to the day=to-day work may be of interest
in lending activities, They are presented in no particular order,

1, The longer it takes to close a loan the more likely it is that the
customer will try to ease the terms and the more profit margine will recede.
You should try to make the terms of a loan clear at the outset and stick by
them t5 enoourage a quick decision by the customer,

2e If possible it is always a good idea to reocapitulate at the end of a
meeting the terms and scope of any discussions, A minimum requirement is a
report for your own files,

3e Remember you are always lending other people’s monsy, All sources for
short and medium=-term loans are banks that have given you credit lines,

4¢  Don't accept a customer’s requirements as necessarily true, If he asks
for five years' credit, ask him to prove that he needs it,

5¢ Always try to vieit the offioe/plmt of your oustomer and, apart from the
figures, analyse!
(a) The state of the company: its appearance;
(b) Its management
(c) The appearance of its product ,
6s Discourage rolleovers from the start,
Te Never make a firm offer without putting a terminal date on it,

8e You should obtain a readily marketable seourity for all loans if possible,
Shares of a speculative nature or of the company you are lending to are
basically bad security,

9 If you take shares as a seourity, you must watoh the prices, and at the
time you set up the security make sure the customer knows he will have to
maintain an adequate margin of security if the price drops, A spread risk is
generally better,
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10, Bearer shares should at all times be most oarefully stored as they are
virtually cash, Shares having a liability in respect of uncalled ocapital
should never be accepted,

11, Warehousing of security is adequate only whent
(a) You know the warehousej
(b) Its reputation and honesty are undoubted,

12, Liens on machinery are not ideal seourity sinoe frequently they are
difficult to sell, Never take a margin of under 17

13, look very carefully into trade bills given as security, They should
never exceed 6 months and the drawees should be of suitable quality. They
should represent genuine trade transactions,

14, When granting or thinking of granting a loan, look at the existing
exposure you already have, Have its terms been absolutely complied with?
With the new loan is the total too much exposure for one oompany? If there
is a guarantor, ask the same question of the guarantor,

1% Keep an eye on owerall country exposure and ite relation to CIC's
balance sheet and the country's political/economic situation,

16, Lloans to companies owned or controlled by governmment offioials or
highly placed political individuals should be avoided.

17 If management of a company is very old, is there a competent second
line?

15,  Always keep abreast of your borrower's affairs,

19, If you must take security in the form of stock, examine it at frequent

intervals and check that good accounting records of the fact are up to date,
noting your interest,

20, If you are in doubt, do not be pressed to take a rushed deoision on a
new loan, If it is a matter of "life or death" for the customer, it is
probably a bad risk,

21, Do not discuse firm details of any loan until you have received all
the information you think you need to take a fair decision,

22, Try to take a decision to renew a loan or not prior to the oustomer's
asking you and certainly well before maturity,

23, In general, do not offer to renew a loan, Wait until the customer asks,

24, Never negotiate a seoond loan or renew an existing one until the terms
of the first loan have been entirely complied with,

25, Try to give a customer fair warning of forthooming principal and interest
payments, If you are intending to canoel a facility, give as muoh warning as

possible,

26, Always ensure that any guarantee overlaps the maturity date of the loan

it is guaranteeing,
27, Always keep up to date on guarantors,

2%,  Anyone hearing of fraud or other oriminal offence relating to any
customer or employee of a customer should make sure all interested parties
know about it and that a note goes in the file,

-
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29, Avoid anything but a first mortgege,

30, Make sure mortgaged property maintains its value in relation to the
loan it is securing,

31¢ Always try to get an independent valuation of the customer's expense
of property to be taken as security, Always take a look at the property
yourself and make sure you are being shown the right property and not a
substitute,

32¢ Always check that full insurance coverage is available on premises of
customers about to receive your money,

33s  Five basic questions

When talking to a potential client for a loan the first thing to find
out is what business he is in, and the second is to ask to see his most recent
balance sheet, There are then five basic questions which need to be asked
(and answered) before a loan request can be oonsidereds These five questions
are?

(a) How much money is wanted and when is it needed?

(b) What is it wanted for? This question should always be answered
in some detail, and in partioular the answer "working capital" should not be
accepteds As a distinguished colleague has pointed out, working capital is
often the name for the difference between what a company had hoped to earn
and what they actually losts In order to understand a borrower's answer it
may be necessary to appreciate the bwing/prooesaing/selling cycle, including
the capital needs at sach stage, and current methods of financingj

(c) For how long is the loan required? Basically there are two types
of loan = a loan to finance fixed assets with a fairly long life and a loan
to finance the production cycle that may not be for longer than the production
cycle itself, The longer the loan period the greater the chance of something
going wrong}

(d) How does the customer intend to repay the loan? The most frequent
answer is "out of future profits", which is the ideal opening for a request to
see profit and cash flow projections over the proposed loan period, These
should naturally be compared with the actual profits of past years and be
accompanied by searching questions on the assumptions underlying the projections

(e) What security is offered? The frequent answer "what do you want"
provides an opening to review all the company's existing borrowings and the
security (or outside guarantees) which it enjoys.

34, Remember that for term loans working capital should grow during the
life of the loan or else you have put the company in a straight jacket,

35¢ A cardinal sin in banking is financing long-term obligations with short=
term finance,

36, Watch your debt/equity ratios, Is there sufficient capital support so
that the borrower takes the risk and not CIC?

37« Have you made sure the customer realizes he pays alls

Legal expenses

Incidental expenses related to loan



Stamp duties
Withholding and other taxes on interest or commission payments
Losses through exchange differences,
33, Always give the tender as much notice ae possible of disbursements
which may be required,

39, You can prove anything with figures, Always look behind the figures
to support the assumptions,

40, learn to judge risks and their relation to the reward, i.,e. profitability,

41, Watch out for guarantees given by holding companies, particularly if

there is a close or interdependent trading interest. The same care is necessary

with sister companies, In case of doubt get the guarantee of the parent
company's bank,

42, Profits in a balance sheet rarely appear as cash, and then only fore
tuitouely.

43, It has been said "acoountancy is a strange mixture, being neither
altogether a science nor altogether an art, so that it is not surprising if
at times we are inolined to regard it mainly under the former aspect and
oonsequently tend to attach an absolute value to our statistics and indices",
Pigures do lie,

44, Solvency oan mean two thingst

(a) Solvency to pay debts as they oome duej
(b) Solvenoy where assets would sell enough to pay all liabilities,

AR wp=t0=4n00 cash flow can show you (o) and an up=te=@nte talance sheet, (V).

45, If a customer tells you that he will repay the loan from trade returns,
you should be doubtful because what he gets baok he will probably need to
keep the business going,

46, Oood experienced judgement and the ability to stand baok and look
objectively at a deal in which you are involved is an important asset to a
lender of money,

47, Balance sheets are prepared to show a position at a particular point,
Suoh accounts do not provide answers; indeed they are most useful in
suggesting the questions you should ask your oustomer,

48, How do bad debts arise?
(a) Exoessive lending in relation to the seourity givenj
(b) Insuffioient control and policing of a loan after disbursementj
(c) TIncomplete knowledge of a customer's activities;

(d) Bad judgement, This is an error that may always be made even
though the initial analysis was inadequate.

49, In all loans make sure the borrower realizes that the deal is subject
to oontract whioh will be prepared by the company's lawyers,

B
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50, Get into the habit of making a short note for ths filss of svery meeting
you have with a customer or potential oustomer, You should maks it possible
for a successor t¢ oontinue negotiation by reference to the filss only,

On the other hand, do not be misled by a oustomer's telling you what
went on at earlier meetings, Negotiate on the basis of what is doocumentsd in

the file,
Allachmenii Tao basic stans in landing
Basic Bheps Actisn

Initial discussion (memorandum of State needs and give background,
initial disoussion) Summarise results of discussion,
include comment .,

PFinancial statements and further Provide basio information required
informmation for oredit analysis, Information
processed for oredit analysis,

Credit analysis, investigation Provide anawers to questions
and final loan disoussion arising from analysis, Settls
final details of loan proposal.

Bagic legal aspeotst security, Determine appropriateness of

insurance, tax and remittancs assets and lsgal ssourity format,

considerations proper insuranocs coverage, tax
and remittanoe oonsidsraticns.

Formal authorization
(authorization dooument)

Letter of offer Set down the offer with all the
oonditions and formalities,
Return the lstter signed in
agreenment,

Disbursement stand=by Advise CIC trsasury,

Legal documentation ssourities Prepare all legal doouments,

and contracta contracts, notes sto,, and

register them with government
authorities,

Disbursement Disburse according to instruotions.
Loan oontrol information Speoify loan control procedures.

Suidaline for napacansnt evaliaticn

E’iﬂ%ﬁ' This guideline provides aa amalytical framework for nalageneont evaluatioa.
It should be used in the analysis of investments relating to expansion or the

turn around of existing oompanies, The evaluation should make possible
answers to questions suoh as, how has management psrformed so far? How is
the present situationt is the organization struoture basioally sound, are
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organization procedures effective, and does the company have the right people
in the right places? And, most important, how is this management, with the
present structure, procedures and people, likely to perform in the future,
given the specific challenges with which the company is confronted?

I, Prelini i . .
1 Obtain insight into the operation of the firm and its product mix,
1,1 Define company's operations geographically and functionally,

2¢ Obtain insight into principal medium=term objectives and the plans and
programmes conceived by top management to reach these aims,

SOBGAMBAQE: This part should lead to the idemtificatiom of the maim orgamisational
carecteristios of the company and of maia problen aPess spparent {Fol past
performance. This sectioa should also make clear the positive achievenent ia
SOVERt yOars, Feflectiang aaRAgERGAt CAPADILA1L68, Siok &3 WGLr Su00ESs ia
fdentifying needs wvhioh the conpany may satisfy prefitadly, ia ohooming the

right markets and marketing approsch, im Wuilding or strengthening the
organisation, in attracting good persomnel and molding it into a team etc,

I, Qrganization structure

1, Obtain organization chart, If no organization chart is available, try
to construct one based on actual situation,

2, Evaluate general outline of organization in view of company's characteris-
tics and objectives,

3, Obtain position descriptions, if available,
4. Evaluate adequacy of structure and manning.

5« Evaluate proposed changee in oonnexion with the project for which CIC's
commitment is requested,

Cogc. iops This section should lead to an assesament of the organisation
structure as it is at present and of ithe adequaoy and advisability of proposed

changes.

This evaluation should lead to distinguishing strong and weak elements
in the organization, In particular, it should make clear who makes the
organization go, takes initiative, comes up with good ideas, It should
contain an evaluation of the adequacy of the management team in view of the
proposed project and should point out on whom the success of the pro ject
depends,

Mopi tor] el {4 4

Objective

The monitoring system should signal to CIC at an early stage the deviations
from projeoted values for critical variables in each operational investment,
As such, the monitoring system is a tool for investment management,
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In preparing a monitoring sheet for a particular project, the investment
analyst should select variables that satisfy the following requirementst

16 Q;j;jggl factorse The variables should be of critical importance to the

pro ject's success, They should be determined for each project individually,
taking into account its special characteristics,

2, Quantitative dgta. Only measurable variables can form part of the moni-
toring system proper, If important qualitative factors are foreseen in the
pro ject, their relevance should be spelled out in the explanatory comments
(see below),

3o Mopthly reportable. The data should be reported on a monthepy=month basis,

Z ablee Data should be available immediately after the end
of each month, r that reason no data should be listed that require prior
closing >f the company's books, which normally involves delays, You should
rather select items which the company can be expected to administer on a daily
basise BExamplest you should not include in the monitoring data net profit

or total production costs (which normally require prior closing of books),

but you may include sales or average rejection rate in production, if relevant,

Se Lﬂﬂiﬁﬂg.ﬂﬂﬂgﬂg' The number of data to be reported should be kept at the
minimum required to obtain a rough idea of where the company is going,

Normally this number should not exceed 6 to 8,

2§£g§§g£ggoﬂectioga

In order to make the monitcring meaningful the data to be reported should
be compared to certain tavgets or projections, The draft monitoring sheets
should contain such figures based on the drafi investment document projections,
Of course, target/projection figures may have to be changed afterwards and if
the need for revision can already be foreseen at the time of preparing the
draft monitoring sheet, this should be pointed out in the explanatory comments,
Target/projection figures should normally be specified per month, especially
if significant deviations from the yearly average can be foreseen (eegs seasonal
fluctuations, gradual increases in volume during the year).

£I§§;L12§£° Apart from comparison with target figures, the data reported
wi be compared with prior year figures, Draft monitoring sheets relating
to investments in existing companies should include these historical data,

o) co 31

The draft monitoring guideline should contain any explanatory comments
necessary for the correct interpretation of the items listed, MNonitoring
sheet plus explanatory comments should be a tool that can be used by
investment management without further reference to the investment document
or to the files,

atio monjitori
Yor projects with a considerable pre=operational period a separale monitoring

sheet covering the whole pre-operational period should be worked out, The
procedure is the same as the one listed above,
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111, DEVELOPMENT PRIORITIES FOR CIC

As a development investment organization responsive to the nesds of the
ECCM region, CIC will continue to reoeive and process a multitude of project
proposals, Mary will come to CIC unsclicited, proposed by private investors
seeking financing for new ventures or for expunsicn of existing enterprises,
Many Will arise out of field tripe and visits by the CIC staff when new
projects will be mentioned to them, 3Some may be referred to CIC by other
regional lending or financial institutions, public or private, and some
proposals may be referred to CIC by government sources in the region,

CIC will have to appraise the potential and basic feasibility of all of
these, hopefully processing only those proposals which may warrant the
expense and time of an in=depth analysis (see the recommendations in ohapter
1] regarding certain cut=off points in the evaluation procedures),

Aside from these "normal" activities, however, CIC muat assume an active
promotional role in projects with potential development impact in what it
considers priority areas, To this concept the following section will be
addresseds

opment activities G

Regional planning and development authorities have been established and
organized in the Eastern Caribbean,

The ministerial councils of the Caribbean LDC8 take resolutions on economic
development priorities, Certain industries are "allocated" to certain
islands, Regional lending institutions (i.ce CDB) receive economic develope=
ment planning outlines from member (Jovernments as backeup for loan programmes,
and CDB actively identifies and develops infrastructure programmes and
regional joint ventures,

In answer to the questions of how to mobilize the private sector to move
into industry and agribusiness, how to make general economic planning a oon=-
crete commercial reality and how to multiply the private development effort
Wwith successful demonstration and pilot projects, CIC acts as development
planner and catalysts

(a) By setting practical and realistic priority programmes, logically
oriented and compactly grouped for maximum impactj

(b) By gathering data on know=how and technologies adequate to the
pro jects on the agenda, enlisting the teohnical and kmow<how support of inter=-
national instititions, the United Nations system, regional institutions and
public and private sources in countries where similar projeots are operating
successfullyy

(c) By preparing project profiles, feasibility studies and presenta=
tions o prospective investorsj

(d) By putting together viable oapital structure for new pro jeots §
(e) By finding local equity partioipants and management groups i
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(f) By identifying and, if necessary, enlisting the help of foreign
technical or know=how partners for individual pro jects;

(g) By setting up monitoring systems and guiding the new enterpriges,
during construction and starteup time, as well as supervising investment of
CIC throughout the time it remains as a capital participant,

These tasks are complex, difficult and novel for CIC, but they must be
tackled successfully if CIC is not to be a passive recipient but an active
and responsible promoter of projects which it considers of general economic
development impact, in congruence with national and regional development
priorities,

In the next section an attempt is n.de to set out development programmes,
grouped under priority headings, of 22 projects that are estimated by the
consultant to offer immediate, realistic and practical possibilities of
implementation together with responsible and capable private local partners
with ready access to international know=how and intermediate technology
suited to the tasks at hand,

To put these proposals into a framework of economic priorities, some
brief background remarks will suffice.

cogomic b Q

The ECCN area is small, markets are fragmented, and industrial infra=
structure and efficient inter=island transport are practically non-existent,
The islands, formerly under British colonial administration, were highly
specialized monocultures supplying the United Kingdom with agricultural
products (sugar, rum, cctton, bananas, cocos, spices)s

With the advent of ‘ow=cost production of these products in other areas,
and with the declining rritish desire to subsidize these economies,
agricultural output dropped to one half in the past 10 years,

simaitaneously, tourism began to rise to the point at which it is presently
the dominant neu source of revenue, Tourism has drawn away agricultural
labour at higher wuges, initiating a migration away from agrioulture, thus
further contributing to lower output,

The income from tourism however, is largely spent to import the food and
consumption articles used by hotels, Thus, tourism has not had, as yet, a
significant development effect on the host economier (steaks are flown in from
New York, chickens from Miami etc,),

According to data cited by the International Development Agency (IDA) on
tourism in the Caribbean (Report No, 566a, 9 June 1975), the "leakage" to
imports for every tourist dollar spent ranges from 40-50 cents, a figure
which definitely seems low,

At the same time, some important agricultural export commodities continue
to be exported without local processing (cocoa, apices etc.)o

In 1972/73, the Economist Intelligence Unit (EIU) was engaged by the
CDB to undertake a comprehensive review to identify and study in a preliminary
way new projects that would be interesting to ECOM countries. The list of the
projects identified by EIU appears in a following section,
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This effort was certainly most useful and FIU not only provided several
concrete project suggestions, but also compiled gocd economic background
information,

The EIU work did not foous, however, on the identification of projects
or projest chains which would provides

(a) Backward linkage from tourism to agrioulture and handiorafts

(b) Integrated development of agriculturally based projects to lessen
the region's heavy dependance on fcod importsj

(=) Agro-based export industries,

In practice, the EIU suggestions for industrial pro jects have largely
remained unrealised,

Jnless CIC actively promotes new project develcpment, ECCM ministerial
recolutions on development priorities will remain pipe dreams 80 far as
noneinfrastructure projects are concerneds In the following saction there
iz 4 list of the areas of project development in whioh CIC should take a
leading role in the atudy promotion, organization, initiation and monitoring
»f new ventures,

oZe jec
W, The guiding principles used in setting up the

following priorities list were1

3) Utilization of local resourcesj

-

(a)
(b) Multiplication potential of projects for maximum employment effect §
()

Linkage effects on the creation of new related activities with
secondary production and employment effects;y

(4) Congruence with regional and nat jonal economic development prioritiesy
(e) Low capital investment per work places
For any new project to take hold, however, there has tc be a "demand pull"
allowing it to reach break-even volume,
Such demand pull for local agrioultural and industrial activities ia
exerted byt
(a) Demand emanating from tcuriasmj
(b) Import substitution cf food items and agrioultural inputsj
(c) Potential export markets,
Furthermore, projects selected will have to have the scale and technclogy

adapted to the regicn's small markets, limited reservoir cf trained manpower
and scarce capital resources,

The usable resources of the region are land, climate and work force (to
2 limited extent alsc the ocean fishing resources), The initial demand pull
comes from tourist consumption and from food import substitution, Thus, the
orientation of the priority prograsme is towards cpportunities in agrioulture
and food productions,

=3
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[
The demand pull of tourism may be illustrated by
(a) e increase from 140,000 tourist arrivals in the BCOM area in
1968 to over 300,000 today}

(b) e increase of tourism foreign exchange earnings in LDC couktries
from $US 31 million in 1972 to about double this figure currently (IDA
estimate),

The import substitution potemtial for food is substaatial. Preseat
imports to the CARICOM pegion surpass $US 1,000 million per year. As aa
emasple, referemce can be made to the CARICON studies undertaken ia relation
to the regiomal food plam. T illustrete, for St. Lucia CARICOM data
for 1973 (used in the 1975 "Regional Livestoock Complex" study) show meat
imports of beef of only 700,000 pounds; but the Government of St, Lucia
gave figures for 1975 of 1,5 million pounds of meat imports, This is equiva=
lent to the total weight gain per annum of approximately 1,000 head of cattle
under normal grazing or feeding conditions, requiring anywhere from 400 acres
upwards depending upon the grasing and fattening methods used,

The secondary effects of this activity are the creation of the following

related types of projectss

(a) Slaughtering and meat=processing facilities;

(b) Cold storagej

(c) Cattle-breeding establishments for 1ivestook improvement ;

(d) Dairy operations;

(e) Hides processing and tanning}

(f) Leather industries;

(8) Asricultural employment in legumes production}

(h) Seed=growing for pastures and legumes ;

(i) Demand for feed pt"oductu

(i) Stimulation of utilisation of agrioultural waste materials for
animal feeding,
Thus, the priority projects have been grouped under the following headings:

Agribusiness
Agro=export
Other industries
Tourism supplies

Additional reascns for project seleotion were:
(a) That these projeots fitted into the national economio development

priorities of the ECON Jovernments as, for example, contained in the
presentation on national economio priorities made to CDB by these Governments;
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(b) That the projects fitted into a well-reasoned programme approach,
instead of oonstituting isolated efforts at promotion of individual, none
interrelated projects, This, in turn, means that the following project
development economies may be achievedt

(1) By building up a common data base for basic siatistics on agri=
culture, land use, grazing methods, feed mixtures, food processing,
tourism sector consumption patterns and demand structure etc,,
utilizable . for a large number of new projectsj

(ii) By building up systematically some in=house kmowledge and expertise
within the operational staff of CIC whioh would help to facilitate
evaluating and monitoring suoh projectsjy

(iii) By multiplying potential for individual projects with correspond=
ing economioes in evaluation and implementationj

(c) That there are a large number of technioal studies on cattle raising
feedlot operation, animal feed production, pig farming, ohicken farms and other
of the recommended projects readily available from Brasil, Colombia, Cuba,
Dominican Republic, Jamaica, Mexico, Venezuela and Central America, This
means that there is immediate acoess to sucoessful experience in other tropical
environments, and that the BCCM countries do not have to experiment and invent,
but can utilize practices developed in other eoonomies of similar structure
and climate}

(d) That this, at the same time, means there is access to adapted, inter-
mediate, developing=country technology, instead of having to "scale down" and
to adapt industrialized oountry practices and teohnologies, whioh is a much more
costly and time=consuming process,

Eredsot develonmant JAS% Rroposal
A Amibusiness

1+ Cattle raising for meat produotion from agrioultural wastes, sugar
cane, legumes and pasture

2, Peedlots for oattle

3. Pig farms and prooessing

4s OChicken farms

5« MNeat packing and slaughtering plant with oold-storage facilities for
meat supply to hotels and restaurants

6s Animal feed mill

7+ Nargarine and shortening plant on basis of ocoonut oil
8¢ Ooir fibre processing

9, Oooconut plantations and shredded coconut produotion
10, Msh=filetting and prooessing facility

11, Muit and vegetable camning

]
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12, Cocca processing in Orenada for export

13, Spices processing for export
Honey production for export
Cashew nuts and similar produots, plantations and prooessing
Arrowroct production and prooessing

Qther industries

Fertilizer-mixing plant for island agrioulture
184 Utilization of local timber resources

Development of fotully new types of low=cost inter-island sea
transport

Iourisp supplies

20. Pottery
21, Garments (beach and oasual wear and hotel uniforms)
22, Costume jewsllery

Scief rationale for projscts salscied

1e Cattle raising for meat produotion
2 Feedlot operations
3, Slaughtering, meat-packing and oold storage facilities

These projects, whioh can be exeouted in three basio configurations, will
eliminate the toctal dependence on imports of the tourism seotor on the islands,
Such dependence is an especially unwarranted situation given the possibilities
for organizing locally a oompletely satisfaotory meat supply,

The three configurations for cattle-~raising projeots aret
(a) Highly specialized feedlot operations based on suger=ocane feed,
molasses or cther types of concentrated feedstuffs;

(b) Integrated agriocultural projects covering feed produotion (sugar
cane and legume growing) and rotating=pasture praotiocesy

(c) Simple small-aoreage rotating grasing projects with legume growing
for small and medium-sized producers with an absolute minimum of oapital ine
vestment and a minimum dependence cn industrialised inputs,

The slaughtering, meat-packing and oold storage facility oould be oentrally
located to serve jointly all three types of oattle projeots desoribed above,
The potential secondary effects of these projeots are described in the pree
ceding chapter,

4 Pig farms and prooessing
S Chicken farms
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The basic rationale is the same as for the cattle=raising projectsi
eliminate foreign=-exchange-conswning imports by engaging in low=cost local
agricultural production,

Both types of projects call for experienced operators, in chicken farms
because of the importance of disease control and feed mix, and in the pig=
farming operation because of feed costing and developing local low=cost feed
based on the partioular agricultural wastes accruing on each island in totally
different forms and from different origins (bananas, sugar cane etce ).

The pig-farming project should be organized in conjunction with the
existing St. Vincent meat packers operation specializing in pork processing
in which CIC holds a participation,

6, Animal feed mill

This pro ject would be an important link between oattle feedlot operations
and chicken farms, If the St, Vincent regional project should fall through,
CIC should be ready to support the 3t. Lucia project,

7. Margerine and shortening from coconut oil
3¢ Coir fibre processing

9e Coconut plantations and shredded coconut production

At this time, there are several installations for ocooonut oil produotion
on the islands, some of them shut down, some of them operating marginally and
only one operating on a commercial basis, There are no coir fibre plants any=-
where on the islands,

Previous studies (by the BIU in 1973) indicated that the shortage of
supply of coconuts would not allow such industries to exist,

This conclusion needs to be re-examined, Bxperienoce in the Philippines
and on the Mexioan coasts of Campeohe and Yucatan have shown that well-tended
coconut plantations can be operated at low cost and with & minimum of oapital
inpute Therefore, the backward linkage of oil and fats to ooconut plantations
has to be examined on a systematic basis, The fly-over inspeotion of growing
areas in St, Vinoent and St, Lucia shows substantial increases in plantation
of ooconut palms, Another interesting project with potential export markets in
the United States and Burope would be the production of shredded coconut for
making candy, which is already successfully done in the Philippines,

10, FPFish filetting and processing operation

The proposal is to initiate this project on a modest scale by produoing
"convenienoe" fish produots for hotels and restaurants on the major touristic
islands,

Presently, the island fishing aotivities are oonoentrated in small fish-
ing villages where only a small portion of the ocatoh goes for use in the cities
and tourism centres, At the same time, the fish content of hotel menus could
be raised substantially if fish produots were offered in a form convenient for
avoiding labour-intensive preparation in the hotel kitohens, Thus, a fish=
prooessing facility would begin with fish fillets, fish sticks and fish salads,
without canning, but only with prooessing, oold storage and a well=organised
distribution system,

— anes oo GI) GO G G G0 O D G G G O G
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The operations would have to be limited in size to accommodate each island's
own tourist, hotel and restaurant demand because of the prohibitive intere
island shipping costs for cold or frozen fish products,

11, Pruit and vegetible canning

This type of project was considered not feasible by the EIU in 1972 for
the following principal reasonst

(a) Insufficient and unreliable raw material supply;
(b) Prohibitively high cost of local fruit and vegetablesjy
(c) High can costsjy

(d) Utilization of many varieties,

Some of the basic assumptions and data of the EIU study need to be questioned

and revised, however, in the light of the following developmentsi

(a) The emergence of the massive tourism market in the E¢CM area,
Evidently, this makes for a substantial demand increase for fruit and vege-
tables in hotels and restaurantsj

(b) Significant increase in vegetable production in gome ECCM tcrrito-
ries in the last four yeurs, leading to lower pricesj

(c) The availability of buildings and installations that are lower
cost than those contained in the EIU study.

Therefore, small canning projects on Ste Lucia, Ste Kitts, Grenada
(existing operation), Domini:i, Ste Vincent and possibly Montserrat should be
studied,

12, Cocoa processing in Grenada

Grenadus produces 3,000 tons of high=grade cocoa, presently exclusively
sold as beans, principally via United Kingdom brokers, If the cocoa were
processed locally into cocoa blocks, and perhaps at a later stage into cocoa
butter and cocoa powder, a significant inorease in local value added could be
achieved, while at the same time broadening the export markets to include, for
example, the Federal Republio of Germany, the Netherlands and the United States,

Preliminary investment estimates have been received for manufacturing ine
stallations, The next step will be for CIC to negotiate with the Government
of Grenada to see whether an ineprinciple interest can be developed., Because
of the way the Orenada cocoa industry is orgenized, the coooa=processing
venture could probably best be structured as a three=way venture between a
local co=operative of growers, CIC and a foreign technical and knowehow
partner,

13, Spices processing for export

Like cocoa, spices are presently exported in raw form, without processing
and without local value added, With low investment, this industry could be
established in the spice-growing areas of the ECOM market,

14, Honey production for export

The rise of Mexico to ite present position as the largest honey exporter
in the world, especially to Burope, shows the way in whicli this activity can
be organized in a developing country,
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Specialized know=how from Mexico's leading firm is available, and honey
production is a low=capital activity with high potential returns and an assured
export market to present German importers of Mexioan honey who oannot obtain
sufficient supplies,

15« Cashew nuts and similar items

The same arguments as above hold here, with one added difficulty: at
present, cashew trees are not plantation=cultivated and widely dispersed,
The possibility of plantation cultivation must be examined on the basis of
experience in other countries,

16, Arrowroot growing and processing

Arrowroot pulp has recently found a highly specialized market in the
manufacture of computer paper, Present buyers have indicated their desire
to increase buying volumes, A technioal problem to be resolved is how to
provide a simple mechanical device to aid in root harvesting,

17« Fertilizer mixing plant

Here, the cost and price data of the 1972 EIU study have to be updated to
determine whether local mixing can result in lower cost than imported ready=-
mixed fertilizer, Since the predominant consumer would be the banana industry,
which is already struggling as a result of its competitive coet disadvantage
in markets of Central America and Ecuador, fertilizer inputs must not push up
the export price of bananas,

Preliminary cost figures in the CDB project outline for fertilizer bagging,
dated 23 July 19706, show substantial cost savings, but price, investment
and processing cost data require careful revision and much more substantiation
than has been provided up to now, If the feasibility of the project is esta~
blished, and if WINBAN will support it, CIC should become a capital participant
in the project,

13 Utilization of local timber resources

This project would probably have to be limited to Dominica, although
exploitable resources also exist on other islands. Suoh projects would seem
to have to be coupled, though,with import restrictions for furniture,
especially in new hotel projects in which the tendency towards turnkey import
supplies is still unrestricted although good and attractive local wood is
available at reasonable cost,

19« New types of low=cost inter-island sea transport

The dynamic development of intraregional trade is vitally dependent on
the development of low=cost types of sea transport to link the islands,
Certainly, there seems to be a wealth of ideas and experiments along these
lines in other parts of the world, but thorough search is required for oon=
cepts, ideas and practical realisation in other parts of the world in order
to arrive at a comparative evaluation of low=volume, low=cost sea transport syse
tems suited to use in the Caribbean,

20, Pottery

21, Casual garments and hotel uniforms
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Costume jewellery

These are only a few of the "traditional" tourist supply industries,
Low=volume technology and marketing kmowshow are abundant in Mexico, some right
on neighbouring Barbados,

Table 1,

Classification of industries for promotion
in LDCs

EIU II,

Bicycles ( C)
Builders hardware ()

Canning fruit and vegetables (C

Ceramics (C)

Electronics (E)

Footwear (C;

Garments (E

Handtools and cutlery (C)
Jewellery (E)

Leather goods (E)

Sports goods (E)
Toys (B

or e
#Beer
#*Bigcuits

Boat building

Canning and bottling
*Cigarettes

Cloth printing
#Concrete blocks, tiles and
pipes

#*Copra=based products fibree
glass buoys etc,

Poundry industry

Furniture « wood and metal
*Garments

Industrial gases
*Mattresses

Milk reconstitution or
pasteurisation

#*Packaging materiuls and
containers

SIULLI. Pessible yow ECON industries

W/

Domestic electrical accessories (E)

Aluminium products

Animal feedstuffs
®*Automobile components
Banana fibre

#*Brooms, brushes and mops
Cement bagging

Clay bricks, blocks and tiles
#Clocke = alarm and kitchen
#Coir fibre

*Drinking straws

Flour milling

Galvanized products

Olass and glassware

*Hats and caps

Leather tanning

Plastice

Sails for yachts and boats
#*Umbrellas

*Wire products

Asbestos roofing

Baby foods

Buttons

Caneboard

Cement manufacture

Chemicals for industrial use
Cosmeticas from local oils

Dominican timber = sawmill and

venser mill
Dominica timber = wooden

building section « standardiged

pre=fabrioated

Dominican timber = wocden
furniture, standard design
Dry cell batteries
Electric neon signs
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EIU IV,
*Printing works . .1 ‘ﬂ ?’E"’U‘T’l\l
Ready=-mix concrete At bttt
#30ft drinks bottling Fertilizer mixing
Spices and condiments *Gramophore recoris
#7issuc paper products Ink
Tyre retreading and Lead acid accumulators
remoulding Lime juice and lime o0il
Macaroni products
Natches

Nutmeg grinding and nutmeg
oil distillation

Paint manufacture or mixing

Perfumes

Petrochemicals, fertilisers

and detergents
Pharmaceutical products

Pumps

Punched cards
Refrigerators and aire
condit ioners=assembly
Textiles (sales yam mill)
Tomato paste

Transformers « up to 440
volts

Typewriter assembly
Types and tubes « rubber
Wooden furniture = high
quality for export

Other bakery products
Handicraft items
Pop comm

Stationery (excluding continuous business forms)
Syrups

Kyt
e/ Ttem not considered feasible by EIU which prepared a prospeotus to
illustrate the problems associated with the project,

* Ttem ((®*) = par of item) appears in annex II of Georgetown Aoccords

Industries for Promotion in less Developed Countries (industries listed will
not be eligible for incentives in NDOs until 1978),

‘Einnﬂfiggggib A:;g;tl.e*!En-SlnLhhlln.HIl.lI1iLlh.ﬂlnIIlII.InIllllill.ﬂllllx'
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IV, PROGRAMME FOR PROJROT INPLEMENTATION

Risotives

The objectives for the implementation programme proposed here are to
define detailed action plans for each of the projeots listed under the project
development programme described in ohapter III, These aotion plans will be
based on what needs to be done, and by whom, From them a series of recommenda=-
tions will emerge on how to organize project development aotivities, not only
within CIC, but also region=wide, and on how to staff, orient and support such
activities,

This seoond part of action planning should then lead to recommendations
on how the United Nations system and other development agencies can best oo=
opsrate in assisting CIC to do a forward=oriented, well planned and effective
JOb.

Action plans for prodect implensutation

For each of the projects mentioned in ohapter III (1-22), the implementa~
tion plan will include the following considerationss

(a) Background information now on hand (in CIC);
(b) Purther data and studies required to determine eoonomic feasi-

"bility and operating parameters of the projeot

(c) Exeoution of, and assistance in, data gathering;

(d) Sponsors and/or participants in the venture and negotiations
neoessary to form initial shareholder groups

(e) Target date for completion of studies and presentation of invest-
ment and finanoing proposalsj

(£) Planned dates for initiation of implementation and for operational
start=up,.

Information on handt

(a) Projeot outline for integrated operation;
(b) Project outline and pre-feasibility data on ohicken farmj

(o) Summary of Mexioan oattle-raising and feeding projects in tropical
areas, operating parameters and resultsi

(d) Outline of CDB projeot proposals by the Jamaican oconsulting firm
of Lambie and Co,, for feedlot operation based on sugar oanej

(e) Projeot proposal for "beefalo" raising on Troumasses Bstates in
3t, Luoiag

g
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(f) Full historical and analytical data on St, Vincent Packers, Ltdj

(g) Outline study for cattle recently oarried out by the CARICOM
secretariat and dated November 1975, The data used in this report need
revision, however, because the basic relationships established between beef
and meat producticn, animals required and acreage necessary do not conform to
the parameters cbtainable with modern tropical animal husbandry methcds,

Work requiredt
(a) Technical/agricultural analysis of the following aspectss

(i) Availability of suitable land for the different types of projectsi

(i1) GComparative economic of roctating grazing versus feedlot operations
for cattlej

(iii) Determination of types of pasture grass, legumes and other feed=-
stuffs to be utilised;

(iv) Selection cf animal stock}

(v) Costing of all inputs;

(vi) Utilization possibilities for existing abattoir versus construo=
tion of new facilities, and same for cold storage facilitiesj

(b) Restructuring of CIC participation in St, Vincent Packers, Ltd,,
in order to use this company for integrated pig/pork operation,

Executicn and assistances

(a) BExecution and co=ordination by CICj

(b) CIC tc obtain technical/agricultural data on cattle projects from
CDB, Jamaican Government, Dominioan Mepublic and Cuba (two latter possibly via
UNDP), where similar investigations have been carried out,

Sponsors and participantes

(a) Preliminary agreement by a leading St. Jucia estate owner to
participate in first demonstration project and to make available suitable land,
This sponsor has offered his co=operation in mobilising other sugar estates to
participate in the diversification into cattle raising;

(b) CIC to activate and oo-ordinates for pig farm, to combine pige
raising cperaticne with existing St. Vincent Packers, Ltd,, in which CIC
already holds a participationj

(c) For slaughterhcuse, meat packing and cold storage, partnership
negotiations will have toc depend on explcring whether existing facilities can
be used/subcontracted/integrated into the cattle-raising and pig=farming pro-
jects (from viewpcints cf capacity, sanitary conditions, location etc,).

Target date for final project presentations:

(a) Por cattle=beef operaticnt 31 May 19773
(o) For pig cperaticn of St, Vinoent packers; 31 January 1977.
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Target date for initiation and start=upi

(a) Initiation of cattle project on 1 July 1977;
(b) TFiret commercial sale of meat starting January 1978;
(c) Chicken farm, St, Luoia or Antigua, 30 June 1977,

Auigal feed midl (€)

There is a regional feed=mill project under exeoution in the ECON ares,
thus providing a sound basis for the cattle, pig and ohicken projects proposed,
The mill is being erected in 3t, Vincent with a view to supplying the entire
ECCM market,

Local businessmen are promoting a mill in St, Luoia.
Work requireds

(a) Review of project information and completion schedules;

(b) Use of cost/price data as input for ohicken farm analysis and
for cattle and pig projects analysis,

Bxecution and assistanoet

CIC staff will execute project and provide assistance, Sponsors and
participants will be as already defined,

There is no r.liable data on hand regarding crops, plant capacities,
status of facilities and market size,

Work requireds

(a) There are copramprocessing facilities on St, lucia, St, Vinoent,
Grenada, Dominica and Antigus, Some are government owned; several of them
have shut down and are in disrepair, The first step would have tc be a
thorough technioal review by a capable engineer tc determine prooessing capa~
cities, reconditioning potential, repair ocsts, requirements for replacement
of equipment, economios and costs of processes usedj

(b) This survey would have to be complemented by data on present
coconut supply and on potential of increasing such supply on a short=term basis
(the 1972 BIU survey disoounted this industry because of inadequate supply,
but & recent review of plantations seems tc indicate a substantial increase in
palm stands since 1970/71)}

(c¢) Simultaneously, a market study on demand for edible cil, margarine
and shortening, coconut meal (for animal feed) and soap would have to be con=
ducted in order to determine the possible volume demand for coconutebased
prod\);ots (inoluding the import substitution potential for 0il, margarine and
s0ap)}

— e Ga G GEb e G O G a0 a o e e -}
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(d) After completion of this market study, and with plant capacities
and technical data on hand, it will then be possible to determine the neceslity/
possibilities/potential for increasing coconut plantations in an eoonomic
fashion (land availability, proximity to processing plants etc, )}

(e) The market study should also explore the possible demand for coir
fibres as a by=product of the oil milleg

(f) Proper know=how on coirefibrs processing is required (UNDP
assistance by reference to Asian or African projects%; same for ahredded,
desiccated coconuts,

Exeuction and aseistancet

(a) The technical study will be undertaken by CIC's technical advigcer
from  Commonwealth Fund for Techaioal Co=operation ((CFTC)y

(b) Market analysis will be done by CIC staffy

(c) Agricultural survey on increased coconut plantationst expert
assistance desirable on soil conditions, plantation methods and care etc,

Jponsors and participantss

These will depend on the reault of survey of usability and economics of
present installations, since the first priority should be to try to combine
the introduction of new products with the rehabilitation of currently unused
production facilities, provided they are not too antiquated or dilapidated,

Target datest

(z) For fiiishing technical surveyt by 31 January 1977
() For conpicsing agricultural surveys 31 July 19774
/
.

) PFor conpleting project studies for coir fibre and shredded ooco=
mtat 30 eptember 19774

(d) Por market and feasibility study for margarine and shortening
(Unilever assistance)t 30 June 19774

(e) For coir fibre technology and know=how; literature and studies
on file at United Nations, UNIDO, FAO etc, to be in CIC's hands for reviewt
by 30 April 1977,

Eish filatti p&_aud processing ‘192
It is to be noted that the modest prooessing pro ject here proposed shculd
not be confused with the joint venture fishery projects under study by CDB,

The pro ject discussed here would be a Pilot plant for processing small quanti-
ties of local catch for use in hotels and restaurants,

Information on hands
There is no reliable data available regarding oatch volumes and speoies

caught, Hotel and restaurant demand for 3t, Lucia obtainable from Hotel
Assooiation, which views project favourably,



Work requireds

(a) The Hotel Asscciation of St, Lucia promised co=operation on fish
demand data, Similar information should be obtained on other islands with a
heavy volume of tourismg

(b) A pilot survey should be made on St, Lucia, by fishing village,
of species caught, fishing practices used, fishing volumes, present sales
methods, prices and potential for catch inoreases if regular processing take=
off is guaranteed during main tourist season;

(2) Since this project requires only a minimum of capital outlay (clean
shed, large tables, two delivery trucksj ice can be trucked in every day
initially), a pilot operaticn could be ready for start-up at the beginning of
the 1977/73 tourist seasont

(d) Technical advice required on the actual filetting and processing
operations (technician from Germany or Italy where such operations are still
performed manually), No great expert required, but experienced foreman would
do for the small size of operation envisaged here, 3Smoking and de=boning as
well as filetting to be foreseen in the project,

gxecution and assistancet

(a) Survey of demand, prices obtainable, costing, economics and ocapital
costs to be made by CICy

(b) Fishing survey of St, Lucia to be done by CICj

(c) Technical advice on operationss UNDP or direct contact with
operators in other countries,

Sponsors and participantst to be defined by CIC after completicn of
pro ject profile,

Target datest

(a) Project profile to be ready by 31 May 1977;
(v) location to be decided by 30 June 19773
(c) Project operative in pilot stage by 1 November 1977;

(d) Implementation of projects on other islands if pilot projeot
successful, during 1978,

Fruit and vegetable oanning ‘11)
Of all the projects proposed, the canning of fruit, fruit juices and
vegetables is the most diffioult, controversial and oomplex undertaking,

The EIU survey oontains a special volume on fruit and vegetable canning
a8 part of their industrial survey, with negetive conclusions, At the time
of the survey in 1972, the upsurge in tourism was not yet foreseen, and the
EIU analysis was based on the lovest world market competitive prioes in the
European and United Kingdom export market, Obviously, all of the basic data
on project feasibility have to be updated (growing areas, orop volumes, pPro=

cessing costs, camning and packaging costs etc.), but the format and structure
of the BIU analysis can still be used,

— ama o - o s o [ R
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One further complication is the necessity of defining the socpe and method
of intervention by the local marketing boards in planning, subsidizing, pur-
chasing, warehousing and distributing locally grown fruit and vegetables, as
well as in defining the volumes of imports permitted to tourist hctels,

Sinc. steady and dependable supply, at uniform acceptable quality, is a pre=
requisite for both the tourist hotel trade and for the canning and processing
plants, the establishment of private canning and processing ventures will
require a very close planning and operaticnal co=operation with local
Governments and farming groups,

A series of infrastructure support programmes by local Governments and
regional institutions will be required to provide long=term continuity and
stability to island agriculture, such ast

(a) Strengthening and “professionalizing" local marketing boardsj

(b) Establishing ruwral credit plans, combined with extension services
for technical advice and loan controlj

(c) Introducing crop insurance schemea,
Information on hands
(a) The St, Lucia Hotel Association promigsed statistical data on
hotel demand for fruit and vegetables by 10 December 1976 (CIC follow=up);
(b) Marketing boards and local Governments should have scme statise
tical information available, even if perhaps fragmented and poorly organized,
Work requireds

(a) To obtain demand data on tourism for major tourist islandsj

(b) To assemble and analyse local statistical information on crop
plans, gevernment support programmes, marketing channels and prcbable ocstsj

(c) To estimate fresh fruit and vegetable sales via public markets
and supermarkets and retailing organisations;

(d) Mo estimate probable volumes available for canning and processing,
determining seaaonal patternsj

(e) To determine availability and cost of versatile plant and equip=
ment for low to medium volume cutput of variable raw materialsj

(f) To estimate potential for increasing supply from additional
growing by both present and new agricultural producersj

(g) To determine which island could be the location for first experi-
mental projecty

(h) To make preliminary export ccmpetitiveness survey, taking into
account present price quotaticns from competitive sources into the Umited
Kingdom and Burope,

Execution and assistancet

(a) CIC tc do tourism/hotel demand projections of the Jata of the
Hotel Association}
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(b) CIC to undertake statistical survey cn supply factorsj

(c) CIC tc estimate fresh fruit and vegetable sales and volume poten-
tially available for canning and processingi

(d) CIC to make locational studyj

(e) CIC to undertake export competitiveness analysis with assistanoe
of the Representative's Office of the United Kingdomj

(f) Suitable expert to be lccated by UNDP, with practical experience
in low volume, versatile canning operations, tc give technioal advice on plant
type, equipment. selection, processes to be used etc,

Sponsors and participantss to be determined after completion of project
profiles

Target datess

(a) Tourism/hotel requirementst 15 December 1976}

(b) Compilaticn and evaluation of local statistioal data, initially
for St, Luciat 2% February 1977%

(c) Bstimate of local fresh salest 28 February 1977}
(d) Pctential future supply available for canningt 30 April 19773

(e) Technical studys initiate after compiling above data, in order
to have volume estimates available (ises 30 April 1977); terminate technioal
work by 31 July 19774

(f) Project profiles 30 August 1977, for review and approval by
31 October 1977

(g) Starteupt second half of 1975 on one or two islandsj

(h) Pruit-juice processing, canning and freezing can possibly be
gotten under way socner,

gece3 processing, Grenada ‘12]
Informaticn on handt

(a) Equipment cost estimates for three technical stages of projeot
(planning 2000) }

(b) Actual export prices for cocoa beans versus prices for prooessed
products,

Work requiredt

(a) To explcre interest of the Government of Grenada in supporting
the projecty
(b) To explore possible partioipation by Coocoa Growers' Association}

(c) TIf above soundings positive, to analyse looal prooessing ocosts
and conduct a detailed feamibility study.

——
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RBxecution and assistances

(a) CIC Chief EBxeoutive to explore first two points abovej

(b) Assistance in oonducting feasibility study required from knowledge=
able Buropean cocoa expert from cne of the few leading firms in the Federal
Republic of Germany, the Netherlands or the United Kingdom (de Zaan, van Houten,
Hamacher, Schokinag, Rowntree) toc determine exaoct prcject eoonomies as a
fuction of different processing stages done loocally, taking into acoount
European quotaticns for processed versus raw 0ocoa,

Sponsors and participantet Urenada Ooocoa Growers' Assoociation, CIC,

posgibly a foreign know=how or trading partner and possibly also the Government
of Orenada,

Target dates:

(a) Explorations 31 December 19763

(b) PFinding coooa expert tc assist in study:t 15 Pebruary 1977;
(c) Initiation of study: 15 May 1977}

(d) Project cutline and proposals 31 August 19773

(e) Initiation of construction: depending on equipment delivery times;
(f) Start-upt during 1978,

skisee processing (13)

First stage of examination should be desk research, with UNDP assistancse,
on minimum volumes required for local spice prooessing to check whether
local units economically feasible, Then, investment cost estimatss and comparative
cost analysis of processed versus raw spices can be oconduoted,

Target datest

(a) Desk researchs 31 March 1977;

(b) Contact expert for comparetive preliminary eveluation (by meil)s
30 June 1977,

lisnax (14)

Nexican expert from Niel Carlota (largest private honey produwcers in the
world with 21,000 beehives) were to come to the region about Pebruary/March
1977 to survey basic feasibility and recommend location for pilot project,
Project cutline and all further work was to depend on the result of this visit,

Sashestnuta srowing and arecasting. (151

First stage: desk research with assistance from UNBP and PAO on oultive=
tion practices and pro.essing facilities in other countries, followed W
local analysis of cultivation potential and projected crop volume by CIC,
An export competitiveness analysis would then be made on the basis of quota~
tions in Burope and the United States (by mail),




Target datest

(a) Desk researoh:t 28 Pebruary 1977}
(b) BExport competitiveness: by 31 July 1977,

Arrevreot production snd mrocsssing (16)

Information cn handt successful experience of St, Vincent in exporting
to computer paper manufactursrs in the United Kingdom and the United States,

Work requiredt

(a) To conduct in=depth conversations with present users to determine
future market potential, to examine competitive situation of arrowroot versus
other substitutable raw materials, and to solicit suggestions as to quality,

processing and packingj
(b) To determine which areas and types cf Boil feasible for growing

(¢) To make search for simple mechanized implements for aid in
harvesting}

(d) To analyse economics of present small-scale individual farming
operations versus medium—sised effiociently run operationj

(e) To prepare full feasibility study and determine location and
participation structure for initial demonstration project,

Execution and assistancet CIC with assistance of the Jovernment of
S‘t. Vincmt.

Target dateat

(a) User surveys 30 June 19773
(b) PMeasibility studys 31 August 1977,

Pactiliser miziog plaat (17)

Information on hands

(a) Negative BIU reoommendation of 19724
(b) CDB feasibility study of 1976,

Work requiredt

(a) OCareful review of cost and price data in CDB study together with
WINBAXN;

(b) If local cost oomparable, contact WINBAN to determine the willing=-
ness to buy local product (this is the eoonomic basis, If the banana growers
de not buy, the project does not have sufficient sales volume, Also, the
banana industry must be supplied at acceptable costi otherwise the already
precarious cost situation of Windward Island bananas in oomparison to Central
American and Ecuadorean supplies would be negatively affected);
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(c) To review plant output and prooess, as well as investment costs;
(d) To prepare full feasibility study in oo=operation with CDB,
BExecution and assistances joint CDB=CIC study, with assistance from

(FTC expert presently at CIC who has extensive operating experience in
fertilizer-mixing operations,

Sponsors and partioipantss to be determined,
Target dates: presentation of full feasibility study by 31 March 1977,

Timber (18)

Information on hands
(a) Data on ourrently operating or shut-down plants should be available
to CICy
(o) Reliable logging and prooessing costs not availablej
(c) Meliable market estimates not available,

Work requiredt
(a) To determine why existing projects have either failed or why they

have not been able to reach projeoted results

(b) To analyse what has to be done to ocorreot situation, improve
competitiveness and rehabilitate producers;

(c) Market survey.

Bxecution and assistancet work to be done by CIC with assistanoe of
specialized consultants,

Sponsors and partioipantst the approach should be to expand, modernise
and build upon, or to rehabilitate, one of the existing timber companies,

Target datest

(a) CIC analysis of existing companies and of potential future markets:
30 April 19774

(b) Measibility report on rehabilitation of one of existing companiess
30 June 1977,

Saa Transport (19)

This is probably one of the most interesting and potentially benefioial
projects on the priorities list, requiring an inordinate amount of analytiocal
work, oreative imagination and teohnioal and organisational expertise,

What 18 required for the Nastern Caribbean is a well-organised sea
transport company using sailing sohooners with auxiliary engines for oontaine-
rized transport at lowest possible cost,
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Work requiredt

(a) To obtain full documentation from CDB and CARICOM on shipping
development and design work done in the region, and on transport volume
studiesy

(b) To request UNDP assistance in assembling all available information
on similar types of transport systems used or planned in other parts of the world
(Asia?, South Seas?)}

(c) To review UNCTAD study on this subject}

(d) To oontact groups such as the Intermediate Teohnology Group of
London to ask for assistance in locating design know=how for this type of
vessel

(e) To determine looally, in rough outline form, the type and volume
of cargo available in inter-island transport;

(f) To obtain expert assistance in the final preparation of a full
technical and feasibility study on the projeot

(g) To utilize the boat=building know=how in the Orenadines for
production of the vessels,
Bxeoution and assistanocet
(a) Research asristance and dooumentation via CDB, CARICOM and UNDP,
with local statistical work on cargo types and volumes by CICj
(b) Assistance by transport eoonomist to prepare analysis and pro-
jections on freight types and volumes, and ocosts,
Sponsors and participants: to be determined after full report available,
Target datest

(a) CDB, CARICOM and UNDP references and informationt 23 Mebruary 1977
(b) Looate expert for transport eoonomios studyt 31 July 19774

(c) Pre-feasibility reportt 31 October 19774

(d) Implementations during 1978/19.

i U ‘im | (iil
Any of these projects oan be put underway immediately without in—depth

studies if the small entreprenesurs are found to promote them, All of the

hotel managers contacted were unanimous in oonfimming good sales possibilities

to tourists, Here, CIC's role will be to locate and assist looal entreprensurs,

Know=how oan be made available through oontacts with similar small Mexioan

projects,

-
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Quasnisation sud suseort for preject implemsntation
tline of provlems

There is complete agreement among the politioal authorities in the
Caribbean on an enlarged and more active role of CIC in project development
+nd implementation, The second Heads of Governments Conference in December
of 1975 called for "special attention to be given to strengthening and ex=- *
panding the operations of the Caribbean Investment Corporation", Similarly,
the 9th Neeting of the CARICOM Counoil of Ministers of September 1976 adopted
a resolution to enlarge the role of CIC in order to allow it to become an
implementation agency for projects in the LDC area,

Such strengthening of CIC's functions, which was also advocated strongly
and put forth and substantiated in detail by the consultant in May 1976 ( see
chapter I of this report) will, however, create problems of organization,
staffing, co=-ordination and funding which have to be faced and resolved in
time.

The following comments give an idea of these problems and include re=
commendations for their solution,

SIS - internal orsmuisation

MCngq ngnm gi%*&w As already mentioned in chapter I,
the interna ons o w ave to be strengthened in the following
areast
(a) Programme and project development includingt
(i) Preparing, updating regularly and reviewing development programme
rriorities for CICj
(ii) Determining project priorities and time=tables for implementation

(iii) Executing pre-feasibility studies, preparing progcot profiles and
making market and supply surveys ( see also item (b)s

(iv) Searching for partner and promotional activities for new projeots;
(v) Company structuring and preparation of financing for projectsj
(vi) Possibly oarrying out negotiations with foreign know-how partners;

(vii) Supervising and co-ordinating teohnical, market and feasibility
studies carried out by outside oonsultantsj

(vitt) Maintaining close liaison with other regional institutions and with
international agencies fort

& Project information and research studies available on similar
projects in other oountriesj

bs Oo-ordinated aotion in the oase of projeots with region=wide
applicability or with multiplioation potential on several
islands;

Ce Joint market studies and marketing campaign for export artioles;
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de Mie=in with infrastructure programmes being promoted by CDB or
other regional or international agenciesj

ee RMegional promotion campaigns for foreign investmenti

f, Avoiding duplication of efforts, while stimulating free and
active interchange of informationj

(ix) Building up statistical and teohnical informationj suoh ass

a, Economio data in region on ONP, employment, produotion,
imports and exports, transport, input costs etc,j

be Basic technological and operating information from international

souroes on the major agricultural and industrial activities,
either existing or planned, in the regionj

(x) Introducing fiscal incentives and support programmes by national
development corporations (industrial estates, port facilities eto.

(b) Feasibility studiest (both for project development and for studies
of projects proposed to CIC by others)j

(i) Developing routine techniques for such studies and oompiling
general background statisticsj

(ii) Bstablishing close contacts with international agencies and with
industrialized country development agencies for consulting assist-
ance and know=how transferj

(iii) Building up contacts with development institutions and financing
and investment organizations in Mexico, Central America and South
America to profit from their experience and connections)

(c) Normal investment appraisalt the increase in number and volume
of new proposals made to CIC will make it necessary to increase its process=
ing capacity for such proposalsj

(d4) Implementation assistancet experience during the first two years
of CIC's operation has shown that the following difficulties are being
encountereds

(i) Lack of programming skills by local entrepreneurs
(ii) Management weakness in marketing, production oontrol, internal
administration and financial oontrolsj

Thus, CIC must provide assistance to its projects in the implementation
in the form oft

(1) Technical advice in machinery selection, plant layout, process
controly
(ii) Preparation and control of project execution schedulesi
(iii) Critioal path oontrols in larger projeotsg
(iv) Preparation and oontrol of project budget;
(v) RMunning=in supervision;

!
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(e) Investment management and project monitoringt

Once the projects are in operation, the following activities =
at present organized only on a reduced scale in CIC - will have to be cone
siderably strengthened with these objectives in minds

(i) To help each project achieve its goals for operation, output and
returns

(i1) To detect possible deviations or trouble spots at the earliest
possible moment in order to take corrective actionj

(iii) If necessary, to organize crisis management intervention if pro jects
get into serious difficulties.
This implies additional support for the following functionst
(i) Ongoing financial control of investments (monthly operating
results, cashflow, audited annual statements);

(i1) Project monitoring of critical factors (see chapter II of this
report )}

(iii) Regular review meetings with company managemcnts on progress and
problems}

(iv) Access to consulting assistance for crisis management situations,

' Gl e

or an organiza=
tion to build up the skills and talents required for growth and expansion in
a gradual fashion, to train its people thoroughly and only to initiate an
expangion once the management infrastructure is fully prepareds CIC cannot
afford to f21low thic conservative practice for these reasonss

(a) The creation of employment in the LDC area of the Caribbean is an
immediate problem requiring urgent development efforts;

(b) Development opportunities in the ECCM area must be activated by
implement ing successful pilot projects in a maximum number of fields in order
to stimulate repetition and, thereby, a multiplication of efforts,

Thus, CIC will have to find ways to provide for the enlargement of its
development role and for the strengthening of its functions within a very
ghort time, and within the financial stress imposed by having to fund develop=
ment and promotion functions which will not show an immediate positive result
in its own financial statements,

Within CIC, it is estimated that the following staffing schedule would
have to be met in order that it do its job with the required urgency and
thoroughnesss

Parsennel required (in brackets, personnel already engaged):
'+ Liogramme aud proisct development

Manager of department (new)
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Two professionals  (new)
Librarian (new)
2 Investment scoraisal
Head of section (existing)
Senior professional (existing)

Two junior professicnals (new)

3o

Hi-1e [Nl e is © QT "
Head of section (vacant )
Senior professional (existing)
Two junior professionals (new)

4o Ischnical SURROTrt
(Experts to be active in project development, implementation assistanose,

special feasibility studies and management assistance to existing
investments, )

Senior co-ordinating professional (existing)
One counterpart professional (new)
Two advisers on secondment (new)

Internal flexibility and mobility should be provided in the following
areas in order to avoid over-=staffingt

(a) The junior analysts in project development and in investment
appraisal should be interchangeable and assigned according to workeload in
these two areasj

(b) e technical support function should be organiszed as a talent
pool from which to draw for programme develcpment, investment appraisal, pro=-
ject implementation and operational assistance to existing investments,

The internal organization structure cf CIC would, therefore, be as
followst

Board of Governors
Board of Directors

General Manager
Manager of Finance and Administration

Nanager of Planning and Development
Manager of Operations (later)

Head of Imvestment Appreiml

Head of Imvestment lanagenent and Prejeot load Soring
Head of Techmioal Support

Evidently, the staffing soheme outlined above can be achieved only with
temporary seoondments of experienced advisers who would trein their local
counterparts and junior staff,

e

o]

!
l
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Likewige, funding for employment of looal oounterparts should be sought
With international development agenoies.

Specifically, it is recommended that the following senior positions be
staffed with advisers:

Manager of flanning and Development (foreign, temporary), with two
local counterparts

Head of Investment Appraisal (foreim, temporary) with one looal
counterpart and two local junior professionals

Head of Investment Management and Project Monitoring (foreign,
tempora.ry), with one local senior professional ocounterpart and two
local junior professionals

Technical Support Co-ordinator (foreign, temporary) with one local
counterpart and two foreign temporary advisers on rotating basis
according to projects,

Aside from ite UNIDO assistanoce programme, CIC has been in oontact with
the Commonwealth Fund for Teohnical Comoperation (CPIC) and with the
Canadian International Development Agency ( CIDA), both of whom have expressed
willingness to support CIC in secondment of advisers and funding of local
counterpart staff, It will be up to CIC's management to pursue such negotia=
tions,

It is most important to note, however, that the funding of up to 12
experts and local counterparts for CIC, by different agencies, ig to be viewed
a8 a temporary measure, limited in time to, say, two years and designed to
provide "take=off assistance" to CIC in organizing and staffing its project
development, implementation and control functions, Once under way, and once
turned over to local counterparts, these functions will have to be supported
by CIC, which means that they must have become fully "productive" after about
LWo years,

Thus, funding of the support staff mentioned earlier is to be oonsidered
as a catalyst type of aid from development aid sources, designed to make CIC
self=supporting and self-reliant,

The only exception would be the highly technical oonsulting assistance
which might be required in the evaluation of specific new projects or new
programmes, JSuch assistance would be required continuously, but increasingly
on a case=to=case basis,

The consultant strongly recommends that the UNDP and UNIDO support CICts
requests for assistance to the fullest extent possible and with the widest
operational flexibility feasible (more on this latter item in the subsequent
section of this report),

Aside from the decision=making political bodies of the CARICOM area, the
following institutions participate, in one way or another, in the economic
devclopment and project evaluation processt
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CARICOM secretariat (examples work on the Regional Food Plan)
ECCM secretariat (examplet allooation of industries among LDCs )
CDB (examplet work on fisheries joint ventures)

National development finanoe corporations (mainly factory sites, leasing
of space, small loans)

SIC (Projeot development and implementation of investments and loans)

It would not be appropriate to examine here the respective charters,
agreements and operating objectives of eaoh institution and tc compare them to
what in fact each institution is now doing in practioe and what each one would
ideally like to do, There exists, however, a wide consensus in the region on
the principal functions of eaoh institution whioh may be summarized as followss

(a) CARICOM secretariats region=wide planning for economic develooment;
(v) BCOM seoretariatt subregional planning for eoconomic development;

(c) National DFCst assistanoe and finance in the implementation of
looal projeots}

(d) CDB: Regional Development Bank withi

(1) Minancing and planning of infrastruoture projeotsj
(11) Minanoing and planning of regional joint ventures;
(1ii) Supervision of projeots financed by CDBj

(iv) Relending of funds to regional and looal institutionsj

(v) Bconomio researohj

(e) CICt investment oorporation withi

(1) Participation and finanoe for individual projeots;

(ii) Implementation of projeot development programmes leading to
establishment of new ventures in industry, agrioulture, commeros,
transport and servioes,

Within this group of institutions, therefore, CIC's role is unique, that
ims

(a) It is to be an "implementation agenoy" for the oreation of
produotion, employment and wealth in the LDCaj

(b) It is to be a oapital participant and sponsor of individual pro=
Jjeots

(o) It is the most "project-oriented" or "business—oriented" of the
institutions beoause it has to deal with projeocts whioh have to show a return
on investment aoceptable to investors,

WHW.&W&W- CIC will do well to
maintain an intimate liaison wi whose programme-lending activities and

infrastruoture projeots provide the macro-inputs and basis for some of the
individual projeots in LDC oountries, and whose teohnioal expertise in many



-67-

fields may save work and expenses by CIC in developing projeot feasibility
data, Also, close contact with the MDC areas may give valuable pointers and
information in this respect, Thus, a more aotive interohange of project
information between CDB and CIC should be organized,

On the other hand, CDB's initial proposal for the loan oontract govern=
ing project financing passed on to CIC via CDB out of international (princi=
nally Canadian) aid and grant funds is not proper for an agreement between
a regional development bank and a regional investment company.

The type and extent of restrictions and limitations proposed would
seriously hamper CIC's operational flexibility and would impose upon CIC a
degree of contral by CDB whioh is not at 111 usual in loan contractse of thie
type (see the flexibility emjoyed by CIC=-type borrowers of the Inter—Ameriocan
Development Bank, for example Adela Investment Company )

The guiding principle in this type of relationship must be to preserve
for CIC the entrepreneurial initiative and operational flexibility it needs
to achieve its development objectives effectively, while assuring CDB, as the
lending institution, of the oontrols it may reasonably require over the use
and disposition of its funds. The oonsultant has reviewed the oontract draft
with CIC during his visit, making a series of detailed recommendations for
modifications,

W. In order to clarify oonoepts and orientation for oo=
operation between the ECCM secretariat and CIC, both of these institutions
being concerned with economic development in the ECCH area, conversations
were held with the Executive Secretary of ECCM. Fortunately, ECCN's orienta~
tion and priorities in oomparison to CIC's tasks allow a clear distinction
in their respective missions permitting a co=operative, non=oonflicting
assignment of supporting and assistance functions provided to these two
organizations by the United Nations and by other international aid programmes.
This will be set out in detail in the next chapter of this report, Here,
first, is a summary of ECCM secretariat/CIC funotions.

M™e ECCM secretariat views its primary eoonomic development objeotives
45 those of a regional planning agency, with the following broad areas of
orientationt

(a) To assist local Governments in organizing and oarrying out adminis-
trative functions necessary for planning, budgeting and fisocal administration
on a local levely

(b) To assist local Governments in introduoing comprehensive planning
systems and methodology, allowing a tie=in both with local budgeting and with
regional planning}

(¢) To build up in=house capability within the seoretariat for regional
planning, involvingt

(i) The design of territorial and regional development strategies;

(ii) Co=ordination of regional infrastruoture aotivitiess

(iii) Co=ordination of regional marketing and promotion campaign for
agricultural exports, tourism etc,}

(iv) TIdentification of regional linkages for promotion of pro jects
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(d) To pursue activities involving the granting of Article 56 regarde
ing preference treatment and allocation of regional industries,

Within this general orientation, the BCCM secretariat is tackling the
following prioritiess

(a) Gathering and standardizing statistioal information, necessary as
a basic development toolj

(b) Assisting in fiscal reform and fiscal planning for member
Governments

(c) Developing eoonomic planning activities in the territories and
designing regional development strategies,

For individual project identification, feasibility studies, project promo=
tion, and advice to local entrepreneurs, the ECCM secretariat would leave the
implementation largely in CIC's hands, with the secretariat being brought in
for the design of regional strategies, for pointing out linkage affects and
for project identification within the framework of regional development strate-
gies,

This delineation of functions, which is completely in accordance with
CIC'e views and with the politioal decisions taken by the heads of Governments
and Council of Ministers, permits clear recommendations regarding a more
effective structuring and orientation of UNDP assistance to the RCOM region,

ﬁ-----ﬂ-‘-_-——-
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Ve  IMPROVING THE EFFECT IVENESS OF UNDP ECONOMIC ASSISTANCE
IN THE CARIBBEAN REGION

The latest UNDP directory of personnel in Guyana and the ECCM islands
(Antigua., Dominica, Grenada, Montserrat, St, Vincent, 3t, Lucia and Ste Kittae
NeviseAnguilla) shows 103 United Nations staff members rosident in the area,
of whom 62 are professionals and advisers, the others being administrators
and support personnel, Of the 63 professionals, 39 work on assigmnments which
can be grouped under "economic development a>tivities", The other professionals
are ghown under public heslth programmes and projects in sovernment services,
topography etc,

Of the 39 professionals in the field of economic development 9 work in
Ouyana, leiving a group of 30 people on the islands, Of these 30, 7 work in
agriculture and agricultural marketing services, 10 are shown as physical
planners, 2 are port administrators, 1 is a social security specialist, 4 are
specialists in statistics and national accountsy and 5 are industrial promotion
advisers, project analysts and industrial consultants,

The professionals listed under economic development tasks in the ECCM
area are working under 17 different project numbers, and they are assignel to
a total of 15 different local or regional counterpart agencies, government
departments, ministries or financial institutions, Evidently, this fragmented
structure of assistance programmes poses difficult problems of o=ordination,
guidance, back=up and information, Bvidently, also, there is little scope for
a fundamental streamlining of assistance orgariization Hwing t> the variety of
sponsoring agencies on the one side, and assistance requesting organizations,
on the other,

Thus, gwrreetions for improving the effectiveness of assistance in
ecoronmic davelsiment must take cogmizance of these limitations, Still, as
Wwill be scen below, there seems to be a considerable potential fors

(a) Clearer orientation of agsistance tasks to conform to development
priorities in the regionj
(b) Less fragmentation of efforts

(c) Better assignment of assistance pro jects to local agencies, ine
volving certain regroupings of advisory personnelj

(d) Better overall utilization of the UNDP talent pool of human
resources in the regionj

(e) MNore effective information and communications,

Poseibidities for | .
g Lsutation tovards deve] (orit]

The priority needs of the ECON secretariat are to rcceive ascintance ing

(a) Systems and methods of plamning in order to 4o3ist local
Governments in building up planning activitiesj
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(b) Design of regional development strategies including study of
allocated regional industriesj

(¢) Fiscal administration and plamning for local Governments and on
an ECCM levelj

(d) Project profiles for regional "allocated industries",

Actual UNDP assistance includes economic statistios as the basic planning
tool and a large physical planning group (in which, however, it should be
noted that regional authorities complain about the lack of contact and feed-
vack between the physical planning unit and the regional political and
economic authorities),

Actual assistance, however, does not provide kmow=how in fiscal matters
and in planning systems and methods, the priority needs of the ECCM secretariat.
Instead, an industrial promotion team has been assigned to the secretariat,

The a-tual UNIDO programme for industrial promotion attached to the ECCM
secretariat suffers from these defectst

(a) 1In seven months of work, the two-man team has not produced one
single implementable project and it has not prepared one single project
profile for promoting any of the 35 allocated regional projects;

(b) It actual work has been spent on investigations of no signifi-
cance or impactj

(c) There is no plan of priorities or for the execution of work within
a programme discussed with, and approved by, the ECCM secretariatj

(d) There is a total breakdown in communications between the local
agency and the UNIDO team,

As will be explained, this state of affairs may not be as much a reflec-
tion on the personal and profescional capabilities of the UNIDO personnel involved,
as of the wrong "placement" of this project,

Recommendations

14 For each UNDP project, there should be not only internal terms of
reference and objectives of the programme or project, but also a projeot
priorities programme established one month after the United Nations team or
the individual adviser arrives on station, This programme should be worked
out jointly, and should be signed jointly, by the head of the local or regional
counterpart agency and by the United Nations team leader, project manager or
adviser in charge of the project,

Only in this way can practical, concrete and agreed=upon priorities be
set whioh can later form an objective basis for appraising the results of
work and the performance of the advisers, and can it be assured that the
counterpart agencies shall be actively involved in goal setting and progress
control, A side effect would be to minimigze the misuse of human resources
tor project work unrelated to the agreed=upon priorities programme ("pet
pro jects" ),

2¢ There should be a twice=yearly projeot performance review by the
office of the UNDP resident representative in the region whioh should cover,

PR
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on the basis of the terms of reference of the project and of the project
priorities programmet

(a) An interview with the head of the counterpart agency on work and
performance of the assistance team or adviser;

(b) An interview with the team or the adviser;
(c) An evaluation of work donej

(d) A final appraisal report to UNDP and to the United Nations
sponaoring agency with copy to the project manager, team leader or adviser
concerncd,

3¢ In the case of either inadequate work or inappropriate focus of
efforte, immediate corrective action should be taken, instead of waiting
until tie date of contract extension or renewal, Through these reviews, the
regional office would be fully informed not only about the progress reports
regularly forwarded from the field to the different home offices of the
United Nations agencies involved, but also -« and more importantly perhaps -
about the effectiveness of work as perceived by the counterpart agencies in
the region,

L c tati
Industrial promotion efforts are ourrently being carried out in the

ECCM region (aside from the activities of the World Bank team at the

Caribbean Development Bank) by five advisers, two stationed with the BCCM

secretariat in Antigua, one on St, Kitts, a tanning expert on Montserrat and

one project evaluation specialist at CIC in Ste Lucias If the Antigua team

expansion plans should go through unchanged, additional project experts would

be assigned on four islands under the Antigua Programme (UNIDO, DP/CAR/73/001).

Better assi t o jects o)

Unfortunately, the original design and "placement" of a UNDP assistance
project with a counterpart agency is sometimes superseded by changes in the funce
tions of the counterpart agency or by the emerging of new inetitutions which
take over functions originally envisaged for the counterpart agenoy, If one
adds to this the at times very substantial delay in locating, contracting and
getting on scene of advisers and team leaders, a project may reach its planned
soope exactly when the counterpart agency's funotions and priorities have
changed,

Illustrations

The UNIDO project (DP/CAR/73/001) was designed, laid out amd orgamized at
a time when the ECOM area still had no implementation agenoy for industrial

pro jects, Thus, this project was assigned to the ECCM secretariat as the
only regional BCCM economic institution then organized and active,

However, the ECCM seoretariat's functions and priorities have ohanged in
the three years since the assistance programme was conceived, At the same
time, a new implementation agency for industrial project promotion and
financing has been established: the CIC, It is to this entity that industrial
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rromotion and assistance functions should be attached, in line with CIC's
development priorities, The agsistance programmes for the ECCN secretariat
should be strengthened in its areas of priority (see chapter IV, section on
the ECCM secretariat)s This holds true all the more in view of the fact that
CIC, and not the ECCM secretariat, is the financing and investment agency
equipped to implement individual projects,

Recommendat ions

e AS a general rule, each project of UNDP assistance in the Caribbean
should be reviewed once a year regarding its attachment to particular counter=
part agencies, the opinions and advice of the regional development entities
sought on this matter (CARICOM secretariat, ECCM secretariat, CDB, CIC).

One of the principal criteria to be used in such evaluation should be the
Statutory authority and professional and practical capability of the counterpart
agency to continue development efforts on a self=sustained basis once UNDP
assistance is terminated,

2e With specific regard to economic ascistance programmes by UNDP, it
is recommendedt

(a) That UNIDO pwoject DP/CAR/T3/00Y ("Industrial peoject evalwation

and promotion”)be discontimued amd that its husan and fimancial resources
be assigmed to UNIDO project DP /CAR /14 /006, to the extemt feasibley

(o) “hat UNIIO project DE/CAR/T4 /006 {"issistamee 1o *he Capribbean
[nvestment Corporation") be restructured to provide for the secondment to
CIC of additional professionils and for the funding of local counterparts;y

(c) That, %o the exteat professiomals have slready beem comtracted
for the peoject (n0/CAR/T3/001), they should be assizmed to the CIC
Programme where they would be fitted iato the orgamisational scheme desceibed
ia chapter IV im accordamce with talemts and emperience;

(d) That a project manager be appointed for this CIC team, with
preference for this post being given the present team leader at CIC who has
established very good working relations with his counterpart agency and who
xnows the orientation of future CIC work

(e) That UNDP assistance be provided to the ECOM secretariat in the
following specific areast
(1) Fisoal rdninistration, fisoal plarning, budgetings

(41) System: and methedology f eaonomioc plaining for lnoal
Governments and fer ‘he BCCM seorsetirjatg

(f) That the adviser working on an assistance programme tor smail-
scale industries in St, Kitts (UNIDO project JTK/75/002) be put under funow
tional supervision by the Project Manager of (P /CAR /14 /006) .

Better gn 1i Zation of QEE I“ﬂﬁ

The 30 economic, technical and agricultural advisers of UNDP at present
assigned to the ECCM islands, and the probably even larger number of personnel
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stationed in the more developed countries of the Caribbean and in Ouyana,
constitute a formidable pool of talent, An optimal utilisation of this
reservoir of skills and knowe~how beoomes inoreasingly necessary as, on the
one hand, United Nations financial resources are tight and, on the other hand,
economic development urgencies in the ECCM area beoome more aoute each year,

At this time, however, the UNDP personnel is not generally looked upon
as a talent pool for the area, but rather as an agglomeration of individual
specialists, working on specific projects,

As Wwill be discussed below, lack of information and communications cone
tribute a lot to this isolation of individual advisers and teams,

The objective must be to view and organize the entire network of UNDP
talent in such a fashion as to bring to bear, systematically, on any in-
dividual development strategy, project programme or any individual project,
the collective experience of all UNDP advisers with past experience, techni-
cal skills, education and specialized knowledge on the project programme
under review, regardless of which project the experts are assigned to and
Wwithout distracting them from their principal daily work, Into this talent
pool should be incorporated all experts active in the Caribbean under pro-
grammes sponsored by other development agencies ( CPTC, CIDA etCe)e

Illustrations

The CDB prepared a pre-feasibility study on & regional cement bagging
plant. An expert seconded to CIC under contract to (PTC happens to have long
vears of experience in the industry and oan give valuable pointers,

CIC is promoting several agro=industry projects, If CIC knew about
present activities and past experience of the FAO and UNCTAD experts in the
region, much time would be saved, in the search for experience and advice,
and possible errors in project implementation would be avoided,

There is a "transport adviser" listed in the UNDP staff list, Would he
perhaps be the man to consult on small-scale shipping?

Such consultations wou d normally not reguire more than a mailing of all
proje:t information for review and, if a project moves towards aotual imple=
mentation, perhaps one or two visits for disouassion,

Meocommendations

e The UNDP regional offioe team leaders and projeot managers should
mail, twice a year, to all UNDP professionals, to all general and pro jeot
evaluation nd pro jeot supervision offioers of each regional and local
development finance organization, and to the offioers of regional agencies and
local Governments, a UNDP regional talent inventory listing in detail, for
each professional resident in the Caribbean, these datat

(a) Name, age, residence, offioe and telephons number;
(b) Project to which assignedj
(c) Counterpart agencyj



-74-

(d) Description of specific work being done under the present UNDP
assignment, with listing of projects under execution or review;

(e) Listing of projects or programmes with whioh the professional
has become involved in his present assignment}

(f) Job history of professionalj

(g) Listing of specific types of projeots or industries in which
professional has experiencej

(h) Special types of teohnical, economic or financial knowledge
possessed by the expert,

The first mailing of thie talent inventory should be preoeded by a
presentation (written or by visit) tc recipient agenoies in the region by a
representative of the UNDP offioce in Georgetown who would point out the
benefites of utilizing this inventory,

2, All UNDP experts stationed in the area should receive a personally
addressed letter by a high United Nations official pointing out the objeo-
tives of the inventory and inviting them to oco=operate both in providing
the required data and in giving advioe when receiving requests for assis-
tance from souroces outside their immediate projeot assignments,

3, Maximum operational flexibility should be allowed by UNDP in suoh
"horigontal” consultations either between professionals or regional or local
agencies and professionals not directly assigned to them, The initiative
for consultations should be allowed and enoouraged at all levels without
neoessarily involving prior approval and review by the UNDP regional office,

Iapreyving information flov and commupications

Utilisation of talent, as described above, and avoidanoe of duplication
of work require much better information in the field and about local and
regional counterpart agenoies on projeots under review, pre-feasibility and
feasibility studies under preparation, project ideas in the design stage,
oonsultancy and assistance projeots on the books and under preparation, and
approval of projeot loans and investment, This information must be available
for and from all institutions active in the region, on a timely and ourrent
basim,.

At the present time, it is not exaggerated to say that there is a total
absence of "horizontal" information and communioations in the field,

Illustrationt

At this time, the following fisheries projeots are known to be under
study!t
DB, joint venture ooean fishing pro jeots
CIDA, St. Luoia projeot with looal Government
CIC, looal fisheproocessing for tourism and hotels
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Probably, there are two or three additional initiatives not listed here,

On beef cattle, there must be at least a dozen project studies and
proposals, ranging from the CARICOM secretariat initiatives under the
Regional Food Plan to consult ing studies prepared for CDB,

A pooling and interchange of information are vital to ensure
(a) That all promoting institutions shall have iccess to background
and project feasibility information for review and elimination of errorsi

(b) That project promotion efforts shall be co=ordinated in such
cases where more than one project may not be economical for individual or
regional marketsj

(c) That pre-feasibility studies possibly undertaken and then
shelved for lack of implementation may be used when conditions have changed
or when a group of entrepreneurs wants to take up the project againj

(d) That analytical work shall not be duplicated,

Meocommendations

Te In order to provide a reliable instrument of informat ion, it is
recommended that the UNDP regional office issue a monthly Caribbean pro ject
inventory organized under the following headingst

Investment and loan approvals officially grunted
Projects submitted for investment or lsan approval
Projectis under active analysis

Project ideas under preliminary reviewj
and containing, for each project, the following datat

Brief project description

Sponsoring, promoting or reporting agency or institution

Total investment, broken down into equity and loans

Physical size of projects (projootod output or throughput)

Location of project

Name of officer in reporting agency who may be contaoted for further
information

To be effective, all agencies or institutions active in development
finance, development planning and economic and technical aesistance in the
Caribbean should partiocipate in this endeavour by establishing simple
routine monthly information mailings to the UNDP regional office,

Among others, the following institutions should furnish informations

CARICON secretariat
BCCM secretariat
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UNDP with all contributing agencies

CDB

CIC

National development finance companies in all Caribbean countries

cDC

CPTC

CIDA

Assistance organizations and special programmes of Buropean Governments

This list should be mailed to all contributing institutions, to all UNDP
pro ject managers and team leaders and to local Govermments in the area, and
it should be freely available on request to any public or private enquirer,

The pro ject inventory should be started immediately with data from UNDP,
CDB, CIC, CIDA and other organizations which are able to give prompt co-
operation, Then, in a second stage, the inventory can be expanded to include
data from local Governments (both in the MDCs and in the LDC area) and from
foreign aid agencies active in the regions The desirability of making the
inventory all=inclusive should not hold up its initial issuance with informa=
tion from those agencies who can and want to co=operate,

2+, The UNDP regional office should take the initiative in providing
"horizontal information" between the different UNDP projects under execution
in the Caribbean by circulating extracts from progress reports so that all
United Nations experts in the region are informed about the work of their
colleagues, thus encouraging inquiries, suggestions and consultations,

te 0 ject inistration

The effectiveness of assistance would be considerably enhanced if more
flexibility were allowed in internal project administration. Specifically,
it is sugrested that .ravel expeases be hamdled more expeditiously. A!
present, the opergndi seems to be that travel plans for UNIDO projects
in the region have to be worked out and "frozen" three months ahead, with
inadequate provisions for modifications and changes whioh require cumbere
some review and authorization procedures,

Possibly, an easier way to handle matters would be the practice followed
by CFTC for their experts in the field, They get a ocertain travel allowance
per quarter, but are free within this budget figure to schedule their trips
in accordance with work priorities in the field without requiring prior
approval, Such flexibility would be essential in a region where frequent
inter~igland travel is required to evaluate, promote and control new CIC
pro jects,

The consultant concludes that one of the most effective ways of promoting
economic development in the Emstern Caribbean would be to assist institutions
that could act as catalysts and multipliers in this development proocess,

The Caribbean Investment Corporation is well suited to be such a catalyst
and multiplier, As an entrepreneurially oriented development financing
institution, its emphasis is on the implementation of individual projects in
the ECCM region which will create employment, lessen dependence on imports,
develop export income sources and provide backward linkage from tourism.

The consultant believes that the United Nations system oould make an
effective and immediate contribution to development efforts in the Eastern
Caribbean by supporting CIC in a concentrated and comprehensive fashion,
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