annex ii to financing agreement n°…

technical and administrative provisions

	Beneficiary country / region
	CARIFORUM

	Requesting Authority 
	Regional Authorizing Officer

	Budget heading
	10th EDF CRIP -  A envelope 

	Title 
	Regional Private Sector Development Programme


	Total cost
	34,639,472 €
1. 10th EDF Contribution – 28,300,000 €

2. Caribbean Export Development Agency – 3,789,000 €

3. Beneficiaries – 2,550,472 €

	Aid Method/

management mode
	Joint Management through a Contribution Agreement with the Caribbean Export Development Agency (Caribbean Export)

	DAC-code
	32130
	Sector
	SME Development


1. RATIONALE

1.1 Economic and social situation 
Over the past two years the fifteen (15) CARIFORUM States have faced an unprecedented series of exogenous shocks, beginning with record levels of fuel and basic food prices in the first half of 2008 which placed considerable pressure on already weak and vulnerable balance of payment positions and threatened an acceleration of domestic inflation. The problems were further exacerbated later in the year by a global financial crisis that saw its genesis in the sub-prime mortgage meltdown in the USA and rapidly spread to credit markets around the world. The resulting negative impacts on the availability of capital for investment, recession in major economies such as the USA and Japan and accompanying record levels of job losses were evident at the end of 2009 in an almost region wide decline in economic growth.  The levels of economic fallout measured by declines in GDP ranged from -7.1% in Grenada, -5.6% in Barbados, -1.6% in Jamaica and -0.3% in Dominica
. These performances are largely attributed to lower levels of Foreign Direct Investment (FDI) related to construction activities in the tourism sector, a falloff in tourism receipts (arrivals and expenditures), and declines in levels of remittances (among other things).  Some Caribbean Economies such as Guyana, Montserrat and the Dominican Republic appeared to have weathered the impact of the global financial and economic crisis well.   
The CARIFORUM countries, with the exception of Haiti, fall in the medium-high human development category. The Region enjoys relatively favourable levels of human development, particularly in terms of health and education. Life expectancy at birth averages in excess of 75 years, under-five infant mortality is low and immunization of one year olds is relatively high. There are high levels of literacy and high levels of enrolment at both primary and secondary levels for males and females.  There are challenges in terms of relatively lower educational participation at the tertiary level for males, disparities in the labour market with regard to the employment and remuneration of females, high unemployment among youth as well as high levels of rural poverty and with it high rates of rural-urban migration and crime and violence.  
1.2 Sector context

CARIFORUM countries and particularly the CARIFORUM private sector are at significant crossroads in their development. The discontinuation of traditional preferences for certain agricultural commodities, greater integration into the global economy and the consequential need to restructure their economies to be more competitive are unprecedented challenges which must be overcome if sustainable national and regional development is to be achieved. 
CARIFORUM's exports of goods and services averaged 5.2% in 2000-2005 and are lagging behind world growth rates of 10.4% over the same period.  In terms merchandise exports and services exports CARIFORUM economies experienced lower growth rates than the Latin American Region
.
The CARIFORUM private sector is characterised by outdated equipment and production methods, challenges in supply capacity and value chain management, limited economies of scale, limited access to affordable finance, lack of market knowledge, including awareness of trade agreements. These factors coupled with limited national and human resources endowments push production costs above regional and globally competitive levels. 

In terms of the environment for doing business, many public and private agencies are not equipped to efficiently cater to the needs of the private sector. Most policy regimes and regulatory frameworks are either outdated or under-developed. Regional and national business support organizations (BSOs) and industry associations are poorly resourced (financial and human) and are therefore unable to deliver adequate services. 
There is need for better coordination and collaboration between all the relevant stakeholders including government, private sector, national and regional business support organizations, regional implementing agencies, and universities.  Insufficient, irregular and costly air and sea transport and in adequate support related services, as well as unreliable and costly telecommunications services contribute to high production costs and limit the prospects for business growth and expansion. 

The CARIFORUM private sector must operate in an uncertain global economic environment where there is considerable variability in the price of factors of production such as energy (often imported), reductions foreign direct investment, increased competition arising from erosion in preferential trade access to traditional markets and increased demand for reciprocal bi-lateral trade arrangements with major trading partners such as the EU as exemplified by the EU-CARIFORUM Economic Partnership Agreement (EPA).

1.3. Lessons learnt and complementarity
Caribbean Export Development Agency a regional export development agency established in 1996 by the fifteen CARIFORUM States through an inter-ministerial agreement. The Agency has over fifteen years of experience in efficiently and effectively promoting and implementing private sector development programmes in the Caribbean. Caribbean Export is currently implementing Phase 2 of the 9th EDF Caribbean Trade and Private Sector Development Programme (CTPSDP), €6.885m. Based on experience and information obtained from the implementation of previous initiatives, Agency has learnt the following lessons. 
- While CARIFORUM countries must of necessity continue to support private sector competitiveness at national and sub-regional levels it is essential that some actions be carried out through a regional approach. This is especially valid for those actions addressing common needs such as the enhancement of the regional business environment and the promotion of specific sectors by encouraging the creation/strengthening of regional working groups and/or associations.
- Direct assistance is a critical component of any private sector development programme in the region, given the challenges faced at the firm level as well as the weak institutional capacity of business support organizations. This is evidenced by the over subscription to the Calls for Proposals issued under the Direct Assistance Scheme of the 9th EDF CTPSDP. 
- Widening and deepening the understanding of trade agreements is an important step to export development. Feedback received from participants at EPA sensitization workshops held under the 9th EDF CTPSDP highlighted that many private and public sector agencies, and organizations are still unaware of the details of much of the regions bilateral, regional and multi-lateral trade agreements.  As such the utilization of these agreements is relatively low. 
- Many firms surveyed in the past have expressed the need for greater assistance in obtaining market intelligence to assist with market penetration, particularly the identification of opportunities in new markets and of prospective buyers for regional and national products. 
- Relations with FCORs and OCTs require continued nurturing: Despite progress through the Joint CARIFORUM/FCORs/OCTs Task Force on Trade and Investment and other initiatives, much work remains to be done in order to substantially increase trade and investment between CARIFORUM countries and these neighbouring markets. 

The proposed 10th EDF Regional Private Sector Development Programme is complemented at the national level by several ongoing initiatives funded by the EU under the EDF as well as the Special Framework for Assistance to Traditional Banana Producers (SFA). These include (among others):
Budget Support programmes in Dominica (€17.0m) and Grenada (€17.5m) with a focus on improving the business environment and investment climate, and Barbados (€10.13m) on international business development.  There are also EU funded programmes and projects in Jamaica (€17.5m) involving the empowerment of private sector organizations; Suriname (€2.4m) which establishes an operational platform for public and private dialogue; and, the Virgin Islands (€1.0m) for the development and sustainability of the tourism sector.

There are several initiatives in the pipeline for Jamaica (focussed on EPA), the Dominican Republic (in support to national competitiveness) and Trinidad and Tobago (on economic diversification and competitiveness), to be funded by the EU under the 10th EDF.  Two other regional private sector related interventions presently being formulated, which are to be funded from the 10th EDF CRIP, are 'Support to CARIFORUM States in the implementation of the EPA' (€47.1m) and 'Economic Integration and trade of the OECS' (€12.6m)'.

Caribbean Export itself will be simultaneously implementing several other donor funded initiatives in private sector development, such as: joint programmes with the Regional Council of Martinique (€1.5m) and the Regional Council of Guadeloupe (€1.5m), respectively, funded under INTERREG; a three (3) year EPA capacity building programme for government agencies and the private sector to be implemented in collaboration with the CARICOM Secretariat and funded by GTZ (€1.9m); two (2) initiatives to be executed on behalf of the regional Health and Wellness (USD659,887) and Specialty Food (USD1.07m) sectors funded through the CART fund
;  a two (2) year support programme on behalf of the Caribbean Association of Investment Promotion Agencies (CAIPA) funded under PROINVEST (€1.1m); a twelve (12) month programme in favour of the regional handicraft sector funded by IADB (€106,341): and, an MOU signed with the ACP-EU CDE to facilitate linking CARIFORUM and European BSOs in a virtual network. 

Caribbean Export is also in discussion with the Canadian International Development Agency (CIDA) on the development of a programme to assist the regional private sector. The programme will be in the context of the trade and development agreement currently being negotiated between CARICOM countries and Canada and in part, will be geared towards assisting regional enterprises to take advantage of that new relationship.

There are other donor funded initiatives, not funded by the EU or being implemented by Caribbean Export which will complement the 10th EDF RPSDP, primarily the US$42m COMPETE Caribbean Programme, 2010-2015 jointly funded by DFID, CIDA and IADB. 

1.4 Donor coordination
In light of the breath of interventions and quantum of resources for private sector development presently available to CARIFORUM States, private sector firms, industry associations, as well as national and regional institutions donor coordination will be critical to the overall successful implementation of these interventions to avoid overlap and duplication and maximize potential synergies and results. 

Caribbean Export entertains a very good working relationship with the EU institutions such as BIZCLIM, PROINVEST and INTERREG and EU Delegations and the Agency intends to organize annual or bi-annual donor coordination meetings with all the donor agencies providing funding for its various programmes and projects.  

This donor coordination effort by Caribbean Export will be complemented by the efforts of a Private Sector Donor Coordination Group comprised of the EU, IADB, CIDA, DFID, GTZ and CDB. This donor group meets several times a year to discuss their respective regional and national portfolios and considers various ways in which to coordinate and collaborate for more successful outcomes. 
2. Description
For ease of reference an initial logical framework is attached. It may be updated or adapted in the Overall Work Plan, to which it will be annexed, without this necessarily requiring an amendment to the financing agreement.

2.1.   Objectives 
Overall objective
The overall objective of the 10th EDF Regional Private Sector Development Programme is to contribute to the gradual integration of CARIFORUM countries in to the World economy and by doing to enhance regional economic growth and by extension alleviate poverty.  
Specific objectives
10th EDF Regional Private Sector Development Programme has four (4) specific objectives: a) Enhancing Competitiveness and Promoting Innovation among CARIFORUM's private sector; b) Promoting Trade and Export Development among CARIFORUM States; c) Promoting stronger trade and investment relations among CARIFORUM and the French Caribbean Outermost regions (FCORs) as well as the European Union (EU) Overseas Countries and Territories (OCTs) in the Caribbean; and,  d) Promoting stronger trade and investment cooperation between CARICOM and the Dominican Republic (DR). There is also a complementary objective of strengthening the institutional capacity of Caribbean Export to implement the trade and investment promotion programmes in the region.
2.2. Expected results 

a) Enhancing Competitiveness and Promoting Innovation among CARIFORUM's private sector
Expected Results: 1) Regional Investment Strategy developed, promoted and implementation initiated; 2) Investment Promotion Agencies (IPAs), relevant Government Ministries and the Caribbean Association of Investment Promotion Agencies (CAIPA) strengthened to attract FDI; 3) Export ready firms provided with financial assistance in areas of product innovation, consumer safety,  export diversification and operational efficiency; 4) High potential niche sectors
 indentified by the region strengthened to benefit from EPA provisions; and, 5) Links between educational/training institutions and SMEs strengthened. 

b) Promoting Trade and Export Development among CARIFORUM States
Expected Results: 1) Regional Trade and Market Intelligence system developed and piloted; 2) Regional Export Strategy drafted and promoted; 3) Knowledge of bilateral, regional, and international trade agreements by the private sector increased; 4) Increased understanding and utilization of intellectual property rights as a trade development tool by governments and private sector; 5) Capacity of Business Support Organizations  to provide wider range and quality of services strengthened; 6) Formal establishment and operationalization of the CARIFORUM-EU Forum.

c) Promoting stronger trade and investment relations between CARIFORUM, French Caribbean Outermost regions (FCORs) and EU Overseas Countries and Territories (OCTs) in the Caribbean. 

Expected Results: 1) Knowledge of respective trade and investment laws and regulations increased; 2) Export opportunities among CARIFORUM/FCORS/OCTs identified and exploited; and 3) Operations of the Joint CARIFORUM/FCORS/OCTs Task Force on Trade and Investment continued. 

d) Promoting stronger trade and investment cooperation between CARICOM and the Dominican Republic (DR)

Expected Results: 1) Knowledge of respective trade and investment laws and regulations increased; 2) Export opportunities between CARICOM/DR identified and exploited; and 3) Operations of the CARICOM/DR Forum continued.

e) Strengthening the institutional capacity of Caribbean Export to implement the trade and investment promotion programmes in the region

Expected results: 1) Strategic Plan developed ; 2) Organisational and institutional restructuring of Caribbean Export in line with the Strategic Plan completed; 3) Capacity for donor coordination strengthened. 

2.3 Activities and implementation timetable

Details of the activities and an implementation timetable is presented in Annex 1.
Technical Assistance (TA) - The project will be implemented largely by the operations and programme staff of Caribbean Export. However, they will be assisted by long term as well as short term TA particularly in technical areas for which no expertise exists within the Agency or for which the scope of work is very extensive. 
Calls for Proposals (CfPs) – Several CfPs will be issued via publication in regional and selected national print and broadcast media and over the internet for direct assistance via grants to individuals firms, industry clusters, and partnerships between business support organizations and/or industry associations and their respective clients. These CfPs will be designed to provide direct financial assistance to export and export ready firms in areas of product innovation, consumer safety and export diversification.
High Level Policy/Technical Meetings - Over the five year implementation period of the project Caribbean Export will spearhead the convening of and participate in several high level technical meeting which will serve as the backbone for successful project implementation. 
Workshops and seminars, training courses, study tours and short term TA in collaboration with:  a) International, Regional and National Institutions –such as the Office of Trade Negotiations (OTN), the CARICOM EPA Implementation Unit, the World Intellectual Property Organization (WIPO) and the CARICOM Regional Organization for Standards and Quality (CROSQ); and b) Investment Promotion and Trade Development BSOs such as the Caribbean Association of Investment Promotion Agencies (CAIPA), National Investment Promotion Agencies (IPAs) and related Government Ministries, the Caribbean Association of Industry and Commerce (CAIC) as well as other Private Sector National and Regional BSOs. 
Fielding and accommodating Investment/Trade Missions 
3.  Location and duration

3.1. Location

The activities will be undertaken primarily in CARIFORUM States, but will also be undertaken in the export markets of the region such as the Unites States of America, the European Union, and Latin America etc.

The Project Team will be based in the two offices of Caribbean Export as follows:

Head Office:
Caribbean Export development Agency, Hastings Main Road, Christ Church, Barbados, BB 15154

Sub-Regional Office:
Caribbean Export Development Agency, Calle Carlos Lora No. 9, Ensanche Los Restauradores, Santo Domingo, Dominican Republic.
3.2. Duration

The execution period of the Programme will be eighty four (84) months. This execution period will comprise 2 phases under the conditions provided for in Article 4.1 of the General Conditions: An operational implementation phase that starts from the entry into force of the financing agreement and will have duration of sixty (60) months, and a closure phase of a duration of twenty four (24) months that starts from the expiry date of the operational implementation phase.

Pursuant to article 9 of the General Conditions (Annex I of the present Agreement) the contracts implementing the financing agreement shall be signed at the latest within three years of the entry into force of the financing agreement (except audit and evaluation contracts). That deadline may not be extended. ('Sunset clause').
4. Implementation 
4.1 Organisational set-up and responsibilities
4.1.1. Direct implementation or delegation of tasks

The Programme will be implemented as joint management with Caribbean Export through a Contribution Agreement, signed with the Delegation of the European Union for Barbados and the Eastern Caribbean.
The Contracting Authority for the project shall be the Regional Authorising Officer (RAO), CARIFORUM.  The Project Supervisor shall be the Deputy Regional Authorising Officer/ National Authorizing Officer Barbados.

A steering committee (SC) shall be set up to oversee and validate the overall direction and policy of the programme.  The SC will be chaired by the Chairman of the Board of Caribbean Export and will meet twice annually. The SC will include representatives from: CARICOM Secretariat/CARIFORUM Directorate; the European Union; Caribbean Export’s Board and Management; the OECS Secretariat; Private Sector Representatives; and, Representative from the Private Sector Donor Coordination Group

4.1.2 Reporting  
The reporting will be carried out pursuant to the rules and procedures set out in the 

Contribution Agreement signed with Caribbean Export.
 

4.2 Project/Programme Budget
The total project cost is estimated at EUR 34,639,472, of which EUR 28,300,000 shall be financed from the CRIP in the framework of the Cotonou Agreement, EUR 3,789,000  by Caribbean Export Development Agency and EUR 2,550,472 by the programme beneficiaries. 

	
	COMPONENTS
	EDF €
	CARIFORUM STATES €
	BENEFICIARIES €
	TOTAL €

	1
	Competitiveness and Innovation 
	15,731,000
	400,000
	1,829,472
	17,960,472

	2
	Trade and Export Development 
	6,098,000
	400,000
	517,000
	7,015,000

	3
	Cariforum/FCORs/OCTs relations
	2,440,000
	-
	204,000
	2,644,000

	4
	Caricom/DR relations
	435,000
	-
	-
	435,000

	5
	Institutional Strengthening/programme implementation
	2,289,000
	2,989,000
	-
	5,278,000

	
	SUB-TOTAL
	26,993,000
	3,789,000
	2,550,472
	33,332,472

	6
	Audit/Evaluation

	175,000
	-
	-
	175,000

	7
	Contingency
	1,132,000
	-
	-
	1,132,000

	
	TOTAL 
	28,300,000
	3,789,000  
	2,550,472
	34,639,472,


4.3 Mobilisation of the Project/Programme Budget

4.3.1 Degree of decentralisation
The project will be implemented as follows: Contracts and payments are fully decentralised under this financing agreement.

The procedures of the system of management of EU funds by the Beneficiary, which have been the subject of a prior verification by the Commission in terms of consistency, shall be documented and remain accessible to the Commission, which reserves the right to carry out documentary and on-the-spot checks to ensure that the criteria set out in Article 56 paragraph 2 of Council Regulation (EC, EURATOM) No 1995/2006 of 13 December 2006 are respected during the period of execution of the financing agreement.   
The Commission must be informed of any substantial changes affecting these procedures. Indeed, the Commission shall review the decentralisation arrangements in the event of any substantial change of the systems and/or procedures of the Beneficiary. 
4.3.2 Procurement and grant award procedures

4.3.2.1 General rules for decentralised contracts

All contracts implementing the financing agreement must be awarded and implemented in accordance with the ‘Operations Manual’ of Caribbean Export. 
4.3.2.2 Exceptions to decentralised contracts
Contracts relating to external monitoring, external evaluation and external audit (financial and institutional) shall be concluded by the Commission on behalf of the Beneficiary.
4.3.3 Financial Modalities 
The payments are fully decentralised.  
5. MONITORING, EVALUATION AND AUDITS 
5.1 Monitoring 
Day-to-day technical and financial monitoring will be a continuous process as part of the Beneficiary responsibilities. To this aim, the Beneficiary shall establish a permanent internal, technical and financial, monitoring system to the project, which will be used to elaborate the progress reports. 
Independent consultants recruited directly by the Commission on specifically established terms of reference will carry out external monitoring ROM system, which in principle will start from the sixth month of project activities, and will be finalised at the latest 6 months before the end of the operational implementation phase.

5. 2 Evaluation
Independent consultants recruited directly by the Commission on specifically established terms 
of reference will carry out external evaluations, as follows: a mid-term evaluation mission; a 
final evaluation, at the beginning of the closing phase; and, possibly, an ex-post evaluation.
The Beneficiary and the Commission shall analyse the conclusions and recommendations of the 
mid-term evaluation and jointly decide on the follow-up action to be taken and any adjustments 
necessary, including, if indicated, the reorientation of the project. The reports of the other 
evaluation and monitoring missions will be given to the Beneficiary, in order to take into 
account any recommendations that may result from such missions.
The Commission shall inform the Beneficiary at least three (3) months in advance of the dates foreseen for the external missions. The Beneficiary shall collaborate efficiently and effectively with the monitoring and/or evaluation experts, and inter alia provide them with all necessary information and documentation, as well as access to the project premises and activities.
5.3 Audit and Internal Control
The appropriate Department of the Caribbean Export will ensure internal control of management operations. 

6. COMMUNICATION AND VISIBILITY
Caribbean Export will implement a Public Relations and Communications Plan with the primary objective of strengthening its profile as a catalyst for regional economic prosperity through strategic interventions on export development and trade and investment promotion. Public recognition and acknowledgment of the contributions of donors, such as the EU, are also imperatives of the Plan, with special emphasis being placed on the impact these projects are making on the region’s trade and investment landscape.
The visibility guidelines of the European Union with regard to EU funded programmes will be respected.
7. Appendices
Insert the following standard text and appendices, and list any other as relevant:

Appendix I – Logical Framework
Appendix II – Implementation Timetable 
� IMF Press Releases, 2010. 


� CDE/UNIDO Competitiveness and Innovation Programme draft final report, 2008.


� a trust fund established by the Government of the United Kingdom and administered by CDB


� Agro-processing, light manufacturing, fashion and garment, creative industries, professional services, specialized tourism, and alternative energy.


�	If the project design does not foresee the mobilization of some of the means mentioned in this chapter, maintain the heading, but with the mention “not applicable”.





PAGE  
1

