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an additional 13 jobs in the rest of the seonomy. Not surprising, the %&.ﬂmﬁ_ﬁm
sectors that contribute most to constraction are the pharmaceutical and chemical in-
stries. Their loss i our loss. . .
%,%anmmwﬁmmwim mmmw found thei reduced bank :ﬁ:w:ﬁ“ mﬁm_r a8 would wmmﬁwﬁ from the
of “9387 deposits, would have B ennrmous negative effeet on aoﬁmwwsmﬁcﬁ.. ﬁwﬁ.ﬁ
congidering the mpact of a reduction in finance, a further 1,063 jobs g.z.wa. be ﬁz
in our industry—for a total job loas of 7,794 jobs. The reduction scenaric also depicts
four years of stagnation in the consbruction seolor, ) o . .
Untd now, the “B36" possessions tax credit has been viewed an an ingte _,Eﬁﬁﬁ%
ecancmic developraent for Puerto Rico. Over e, hbwever, that notion wmm mﬁﬂw“.w
cantly altered—the proposed changes respond to a need 0 incrense revenue .m.zww,. T
U.8. Treasury. This poliey change implies the nomic development to Puerto »&ﬁw
will be at rigk without anv assurance that, as a resudt, net additional revenuss wi
be fortheoming from the U8 Treaswry. R } L .
The proposed changes to Section 938 entail significant increnses in m&mmﬁ@. rwwww )
for U.S. corporations operating in Puerte Rico under thal section of %m O@mwt e
AGC Puerio Rico Chapler's study clearly shows that the proposed changes memwﬁ
the eonomic development and stability of the ialapd, causing severe damage to the
local econamy in the near future, Purther, it puts a dispro artionate burden of re.
ducing the federal deficit on Puerte Hico's local wconomy. § ection 936 remnaing the
only L8, incentive to support Pusrio Rice’s continued industrinlivation and develop-
ayid. )
Em&?? we agree that all businesses must bear thelr fair share of the Q.% v:&ﬂv..
including construction companies in Puerto Rico, we respectfully wrge you to drop
this provision from the Administration’s proposal,
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BTATEMENT OF Dr. B CHaARD L. Bempal, AMpassar MAICA

TO THE UNITED STATES OF AMERICA

Mr. Chairman and dis
Commivtes, ¥ wounld like to thank o e the

Jamaioa’s visws on bhe use of 936 . im
espacially weloomnas bacause the apendmans T the Seotio S progtam
s which orested the opportunity Mt 936 funds  for
Cavibbean financing - was initiated by this ittes in the Tax

Reform Aok of 1988,

Seven vears later, we can see clearly
worked vewy wall, he Section 936 pros
centribution to the WOONGTLC e v 2
Basin and to the United Statas by provi
R steite d trade and Lovestment . Qi iy
provislon designed to BCOurage 0,0,
Rioe, specifically in manufactur Ly,
wurce of  financ

" : The Tn Ny
invested in el ibie Caribbean fSeantr tos,
a Tax Information and Exchiangs Agy
are desic as quallfisd to pa o iv
Indtiative. ro date, tha following countyi
Infornation Exchargs Agreements:
Grenada (19871, Dominics (lmasy, winican Repul
and Tobago (1890) . < Luoia f1wei), ;
{1995), Cuyana (4392} . AT the ties
Ehe understoanding wag wat 936§
investments in the Caribbean,
Higna iles o covperate in ahiay i q
States, whioh iz an Laportant mechanism teo 2
and prevent U.85. tax BVAS1omn.

ds Lo be
st Loty

Owverall, the impact of rthis provision has boon idar

~Caribbaan trade inves?
and prowmoted esconomie Groswth sy lavient  in
States and the Caribbean countoies.  The impack
provision resuliing LR T darv : el b adie
considerablie,

B BEPANDE 0. 8-0aRTBHBRY TR

£

potion %36 Finanosd projects have expended trade betwsen the
Shates by promoting inves tment, inoreas
Cay b
bo produce  capitel 3
Anvestments  regquire imports, ap imately 70%  of wahich
Bupplied by U.5. Civds. e Caribbesn county) g
¥t FROATIBION,  naw opportunitiss  fop
created for the United States,

Sinve rhe Caribbean Basin BEconomic e wary Aot {OHERAY w
: A @rowing trade surplus
With CBI countries: From 1983 to 1950 U, o, imports from e iy Lo
declined by 15.6% while U. 5. exports to the Jion incroessed oy
54.7% from 55.7 te $4.7 Billion., Siven that BEEL billion of .8
EXports Yo Latin Americs generates 20,000 navy dirvect jobs in the

SULB. The inorease in 0BT Parchases of U.8, goods and = revices From

1282 to 1890 hnelped to oreste B0, 000 new direct dobs in the .5, of
Bvery U.8. dollar of forsign oxchange ea nings by the Cenbtral
Americsn andg Caribbenn Cchuntries, 80 oanks is noed Lo buay hmerican

Sproducts, as compared to Asin which spends only LR oents,




B. PROBOTES CARIBRERN DEVELOPHENT

As the Carlibbean sconomies undergo maier sconomic changss ayy

adopt private-sector led, export-oriented growth policies, this
availakility of funds for investment becomes aculbe. Countries %%h

tha aribbean have been able to draw on this peol of capital, ¥ =
promete growth through the expansion of private investment amd tion
finance critical public sector development projscts. Section 3
financing has helped te strengthen the svonomies of each of b
eligible Caribbean basin countries. Section 936 funds i
financed investments, which have been oritical in the creatiol
jobs, the installation of productive capacity, and the produact
of goods and  services., The aspeeific ways in which 923é
contribute to Caribbean development and thereby increase U.
Cavibbean trade ave-

. IHCREREES IBEVEATHENT

several Caribbean Sovermmants have laplenented Qﬁgﬁﬁmﬁﬁﬁ%%
soenonic reform prograns which invoelved the removal of all bardie
and impediments to the operation of the market. This has resali
in the creation of a private-sector led, wavket driven sconony. Fhas
process of aceslerating and susiaining economic growth &ﬁmﬁnﬁ,
crivically on the volumwe of ilnvestments in both public and privabid
seotors. Ssection 936 funds have been important in funding $55wwmmeE
sector development projechts and private sector lnvestnents sindid
1988, ses Tabls 1. These funds have bean partio ;
bocauss  they are available in forelon exchangs
allaviate the forvelgn exchange constraint as well as expands tf
valume of Lnvestment. 3s Tabls 2 shows, 936 funds weres the laryes
sourcs of capital inflows in TIEA signatory countries, in 129
accounting for 23.3 percent of total 1nflows.

These flows have beaen pardticulsrily  impovbent,
roduced W5, sid [(Qevelopment asslistance and

allomated to several Caribbean countries since the @i
T 1984, the Fastern Daribbean reselived USS5108.06 wmilliiof

S92 this was US$21.7 million, a degline of 79.3 percen
spount was USHL5%5.3 miilion in 188%, but fell t
Liion in 1392 a reduction of 58.7 pevcent. The inflow o
fusds has offset the deoline in U8 aid fliows.

funds)

2 BUTLDE THFRABTRUCTURE

The resources provided by 9346 funds have made a substantha
contribution Yo the rehabilitation and vpgrading of Infrastructure

R

private invest s, as well as loproves sxport compebitivensse
Fer  wwamy the trans-Caribbean telephone cable prodect finane
throuagh ion 836 funds will enhance € ragion’s conmanicati
Links and swide the ocountyi
el prsnd

global
@i sent

on high dengity flights o and from the United States,
phone cable prodect that leproves talecommunications services
Jamaics and sxpands the volume of international calls that gan s
dizled directly from the isiand was alse financed through m&%&%ﬁ@
funds. In Sarbados, a ftovtal of USS35 million was spent Lo exparniisis
and upgrade infrastructure of the Darbades Telephone Company ﬂ?&:
Grenada Telecomminications Limited benefited from U558 million
which was used in the ewpansion and upgrading of thely facilitd
and eguipment. Trinidad and Tobago received a total of UssZ

million which was spent on  infrastruecture for natural g

explovation and construction of petrolsun Fasility to mmﬁ&ﬁﬂgﬁé
butane and methane from natural gas, as well as a water Floodismgiss
project.

3. PRIVATIZATION OF PUBLIC BNTPRLDRISES

Money from this program has helped to fund privatization
programs, which reduced the drain of fiscal resources o public
%5%@#?%»%@% and transferved assets to the private sector. Hotel
privatization programs such as the Wyndbam Ross Hall in Jamaica,
ied  to more efficient mansgement, expanded emplovanent and
significantly invreaded revemue generated by that properiy.

& . INCREASES PORBIGN EXOHARGE ZARNTNGS

The 838 funds have provided forelon exchange inflow which has
helped to stabilize the sxchange rate and to genarats additionsl
orelygn exchamye earnings by expanding suport capaoity in the
wite/alumine industry, in Jamaica, and iwproviog the plant and
efficiency of the Lourist secbor e.g. bhe refurbishing of Mallards
Beach and Americans Hotels in Ocho Rics, Jampaica, refurbishing of
x@ﬁ&w.mgwsgm%0ﬂ and construction of Filesta Bavaro Hotel, in the
Dominican Republic.  The wood and sugar grocessing industries in
Aorduras also benefitted from She 936 funding.

B EAPBEHION OF POOD BUPPLY

The agricultural sector has been able to ulilize 978 funds to
expand its productive capacity s.q9. expansion and modernizat ion of
broiiler meat and hatohing egy fawilities, in Jamaicr; development

bansna plantations and  related facilities in Costa Rie
cablishment of a cardbosrd box factory in Dominica to supply that
ntry s banana »5&6@&%% sl mamafacturing sector at & oost of
$2.1 million. ’

£, BHPLOVHENT CRERTION

o The projects financed with 938 fusds hoth in the public andg
pravate sector have directly, and through their wultiplier off
created thowsands of new jo avross a range of sk
Job erestion discouvrages legal and 1llegal B I Wigrat
movements from the Cavibbean and Central Americs have intaens
AT ﬂﬁ@ last decade. From 1581 to 1988, emigr Ol
America amd the Caribbean te the inited 5t amounted o
percent of total ssigration into he United Stm

The jobs orasted by inve
at the swpense of jobs in the
ard  employment  in the s Laan  and  the  Unitaed
[ ﬁwkaﬁwﬁwmﬁﬁx For swawple, the production of BETAT
6n 18 cumplementary fo production in the United

produced  dn Jawalos, B0 percent of the ¢
xﬁpmﬁ ol oS, raw terial, wachinery, and obther inpui
is wmade Tow firms, Without this
i .8, and

Defwann
4 not b

mavts, Puded by 9is
United States. In

@y roh

comost of
mentarity of

Firms  amd
wir markeb

B,

. DEMOURETY AND SOUIAT BPASTLYTY
omant is oo
condition to ensure deno Y. B
o which enduring democr: Iy oD
i eign policy wust aim at ARG 4
Caribbean as the basis for polibic
redgion. These smell countries are
vy ﬁ%ﬁw%pﬁxwmm, Therefore, vigorous anti-driug  traffioking
prograps will have Lo be pursuved narti nally and ﬂ@&wﬁzaww%V..ﬂfwwm
w%ﬁﬁ&wﬂ@ on destruction of  oro and ,ﬁw$cmmmm3a mwnw»wfnmw\

ﬁ@ﬁgwﬂﬁwaﬁa pablic education, and againgt money lagn ﬂwﬁw,;%mw%
¢Aﬁ¢sww§§ and  rescurces 1 devotnd to %mﬁém&»3@,,fi%m and
aoonomie  sotivity as  an native to  fovelvement :mﬁr &mx,
trafficking. In Famaica, through @ 834 programn, bhe ﬂ?j&m%ﬁﬁéwmw
af Y88 low-gost  prefabricsted housing  units, ﬂywﬁw mﬂmﬁ%

Eoonamic de

necessary, bun sufficient
2 cpment is the foundstlion
oand malntained, V..
L cheee 3o
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e
marsif actured In Pustis Rico and assenbled and installed in Jamatca, %W TABLE 2
added significantly o the

housing stock, from which the Aoy
income earper benefiltted. TOTAL LOANS DISBURLRD BY PINBNOTAL SOURCES
IH TIER SIGHMPORY COUNTRIES

DURTHG 1991,

RECOMMENDATIONS

Bection 936 has operabed acoording te the original inte SN
the U.8., Congress and has ought about the desired results apg it
place dn  Caribbsan de lopment has grown more prominant
leportant sach year. Tt is an sasantial grogram without which ms

Biilions of Dol lars

Inter-American Investment Corpovation

impartant projects throughout €he Caribhean wouid not have b German Investment & Development Company
roalized. International Finance Torporation
Overseas Private Invesbment Corporation
The wcountries whish have signed TIEA s P Comnend Caribbean Development Bank

retention, withoud medification, of the Section B34 tax incant
because the avallabllity of Section 936 Funds provide an invalua
sourss of financing for investmsnts in the Caribbesn economies
trade bebtween the U ed States and the Caribbean. Tha develop
of the Caribbean sconomies and the other seonomies ln the reg
contribute o the sconomic growih of everyone in the eyt
including the United Stabes,

Business Advisory Services

Internationsl Development Asstoeiation

European Invesbment Barnk

Commonwealth Davelopment Corporation

Overseas Boonomic Corporation Fund

International Bank of Davelopnent and
Reconstruct ion

tax Incentive structure to the Section 9

Inter-American Development Bank

de would adversely impact on investment
pan and on U8, exports ang anployment ,

Bub-total

TIOLB
B33 4

growth in the Caribb

SECTION 934

Total

TABLE I

STATEMENT OF THE CARIBBEAN/ LATIN AMERICAN ACPHON
UHE OF 938 FUBDE BY OB COUNTRIES
THisndar Years L9858 - 4992
Milliens of Sollsrs

SRt

G

L. INTRODGOTION

e

Mr. Chairman and distisguished MNembers of GLhe Senabte Finsnce
Committee, I would like te thank you for the opportunity Lo APReRL
before you today and to present. the wviews of Caribbean/Latin

Disbursed Pending bt

NER LT 27ELL 60,0 American Action on the Administration’s proposal for Seobionm 93§,
argd Tobago 210.40 Caribbean/Latin  Aserican aAction is  a non-profit 505L{c){3)
Dominican Republic TV organization committed to promoting srivate-sector genaratad
Coste Rics Ba.7 asconomic development in the countries of the Caribbedan Basin.
Barbados 36.2
Granada 8.0 Clearly, the countries of the Caribbean Sasin are deeply concaried
Honduras 2.9 over the future of Section 36, A veduction in Secbipn 938 fan
Dominics 2.2 benefits substibuted for wage credits would jeopardize the pool of
Guyana 936 funds available for developmeat-oriénted private  seobor
e projects in the Caribbean Basin.
Total E65 LR

Recent studies conciude that Section 535 funds have become one of

the leading sources of project funding for new lavestments aned
business growth in eligible Caribbesn Basin countries, In some
countries, $35 funds are the primary source of loan financing. 936
funds are vital to the development goals of the Caribbsan Basin,
particulariy as other sourcess of development assistance have
declined.

in my testimony, [ will argue that the Administration’s proposal

relating te Section 936 works at Crogs-purposes with U.8. policy in
the Caribbesn Basin. That policy aims o protect U.8. economic and
security interests by fostering a stabls democratic region Through
sconomic  devslopmsnt. Furthermors, 1t works agaivst  rhe
development goals and objectives of the Caribbean Basin and the
many efforts upnderwvay to establish wealthy free-markel orieated
soononies.



