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Executive Summary

This report provides analysis and evidence that the Government of Jamaica and other
stakeholders can use as they consider how to support finance and investment flows into
the blue economy. The blue economy is already a crucial component of Jamaica’s economy:
the gross valued added (GVA) of sectors associated with the blue economy already account for
around 20% of the country’s gross domestic product (GDP). However, the potential for further
growth - in sectors as diverse as fisheries, sustainable tourism, marine energy, marine
transport - is significant. This growth is held back by a number of factors, of which difficulties
associated with making new investments is particularly important. In recognition of this, the
(draft) Blue Economy Roadmap commits the Government of Jamaica to develop a ‘blue
economy finance and investment framework’. The purpose of this report, in particular, is to
provide analysis and materials that can assist in the development of this framework.

There are already important investment flows supporting the blue economy. In the public
sector, around 9% of the Government of Jamaica’s current budget is allocated to ministries and
agencies that play a critical role in the blue economy. In addition, international financial
institutions support business environment and market development reforms relevant to blue
economy actors, while a number of multilateral and bilateral funds provide concessional
financing for specific blue economy activities and projects. However, this spending is
somewhat fragmented and uncoordinated, while there have been few efforts to take broader
development programs implemented by domestic and international financial institutions and
target them specifically to the blue economy. The private sector has shown a willingness to
invest in the blue economy - such as the German Ship Repair Jamaica project - but a number of
activities are still in their infancy and have not been tried at scale.

There are a number of challenges that the government faces in raising additional finance
and allocating them to the blue economy. The most important of these is the country's
macroeconomic and fiscal stabilization program. This effort to ensure that the program - which
ensures that the government has sufficient fiscal flexibility to deal with future shocks - is
proving successful and has been widely praised by organizations such as the IMF and the World
Bank. However, this inevitably means that it is difficult to find public funding to support new
blue economy initiatives. This challenge is compounded by data weaknesses - which make it
difficult to make investment decisions - and a lack of policy frameworks and coordination
mechanisms - which means there can be a lack of clarity about who and which parts of
government should be making different blue economy investment decisions.

Private sector investment in the blue economy is constrained by both generic (economy-
wide) and sector specific barriers. Of the generic barriers, difficult access to finance is
critical, alongside barriers relating to security, the outward migration of university students,
and complex business procedures. Some of the most important sector specific barriers include
the absence of management plans for key fish stocks, limited awareness of sustainable tourism,
underdeveloped policy frameworks for bioprospecting and marine energy, a lack of specialized
skills to support marine transport offerings, and the lack of frameworks for monetizing and/or
valuing the services provided by ecosystems.

The report explores a number of (innovative) financing mechanisms that the Government
of Jamaica could consider to raise public resources for the blue economy. These are:

e blue bonds: debt instruments where proceeds are allocated exclusively to activities in
the blue economy;



e debt for nature swaps: where one or more creditors forgive a portion of a debtor
nation’s debt in exchange for the debtor’s commitment to use a portion of the savings
to fund blue economy climate/conservation projects;

e levying new taxes or fees and ring fencing the proceeds for blue economy purposes; and
e accessing funding from international development partners.

These options are more or less relevant for different parts of the blue economy and they
present both opportunities and challenges for the Jamaican government. Table ES1
summarizes.

Table ES1 Strengths and weaknesses of different sovereign finance options for the blue economy

Most relevant

BE sub- Opportunities Challenges

sector(s)

Signaling GoJ to blue
economy

Allows GoJ to diversify

Need to identify
project/activity pipeline

Lack of standardized
definitions can make it
difficult to know what

restoration

Mainstreams blue economy
across many actors

Ecosystem investor base activities/projects to focus
protection on
Blue bonds and . QA::] gaepeijr?ct)ec%rr:\iznc'ic]if)cr\%lint e Demonstrating compliance
restoration & P with use of proceeds can
fisheries debt be demanding
Maturing product that Can . . .
. . o Likely to require reliance
raise substantial levels of
. on IFls
capital
e May threaten debt
sustainability
o Creditor buy-in can be
difficult to secure
Supports debt sustainability | * Technical capacity
Ecosystem and blue economy requ"’ements are
Debt for rotection significant with possibly
P Strong track record of large transaction costs
nature swaps | and projects to build on

May have a negative
impact on credit rating

Additional resources can
only be used for some
activities

Unilateral mechanism, no

restoration &

Dedicated reliance on other actors .
taxation All « Political economy concerns
Modest rates can generate
substantial revenues
International E:gf:i?;]] » Restricted eligibility
development | P No/low financing burden requirements from specific
partners and funds




marine ¢ Financing often » Relatively small amounts

energy complemented with of funding available per
technical assistance transaction
e Exclusive focus on blue e Many allocation processes
economy are competitive

e Competing domestic
priorities for funding

o Relatively high transaction
costs

There are also a number of other actions that the government could consider to
mainstream the importance of the blue economy into the budget setting and related
decision-making processes. These include conducting a blue economy public expenditure
review (PER) and introducing blue economy budget tagging, or integrating blue economy
considerations into ongoing climate expenditure reviews and climate budget tagging activities;
including reference to the blue economy in annual budget circulars; publishing blue economy
statements as part of the budget documentation; allowing dedicated parliamentary scrutiny of
how budgets affect the blue economy; and developing a set of natural capital accounts.

A key way to support private sector investment in the blue economy is through the use of
blended finance, either structured through domestic or international initiatives.
Domestically, the Government of Jamaica could support feasibility studies and preparatory
work for public-private partnerships in the blue economy, complemented by market
development activities. More ambitiously, it could consider the development of a Blue
Economy Investment Facility specifically focused on incentivizing early-stage investment in
blue economy ventures. Internationally, there are a number of blended finance vehicles that
could support private sector investment in the blue economy in Jamaica, including the Global
Fund for Coral Reefs, Blue Invest, Althelia Sustainable Ocean Fund, and Blue Finance. The
appeal of blended finance is that it helps to reduce the need for public funding, with a growing
number of relevant funds. However, it can be resource intensive to structure a blended finance
transaction and careful analysis is required to identify those transactions for which it is
appropriate.

A number of policy reforms could also help stimulate private sector investment in the blue
economy, including:

e the development of overarching policies, regulations and institutional frameworks,
particularly in relation to fisheries and aquaculture, mariculture, marine energy, and
bioprospecting and nutraceuticals;

o fiscal incentives such as tax relief for investment and R&D in the blue economy and
minimum guaranteed prices;

e awareness building, for example in the sustainable tourism sector to raise the profile of
the sector and build confidence in the credibility of its claims; and

e supporting training to build new skills.

The report identifies a series of 13 priority next steps for the Government of Jamaica to
consider as it looks to develop its blue economy finance and investment framework:



10.
11.

12.

13.

Develop a pipeline of blue economy activities prioritizing those where public funding is
essential and/or can most effectively leverage private capital.

Build capacity of existing agencies and financing vehicles to promote blue economy
investment opportunities

Working with relevant international partners as appropriate, and taking account of the
country’s debt management and macroeconomic framework, take a strategic decision
regarding whether to explore a blue bond issuance in more detail.

Undertake further discussions to explore the attractiveness and feasibility of a debt for
nature swap.

Prioritize multilateral and bilateral concessional funding and engage with external
funders and domestic stakeholders to scope blue economy opportunities.

Work with development finance institutions, especially the World Bank and IDB, as well
as the Development Bank of Jamaica and Caribbean Development Bank, to explore
opportunities for programs to prioritize blue economy sectors.

Take a strategic decision on whether to develop a domestic blue economy investment
facility that would support private sector investment in the blue economy.

Increase awareness/act as a broker between private sector representatives and
international blended finance opportunities.

Develop/enhance foundational policies and regulations in key sectors of the blue
economy.

Explore the feasibility of providing fiscal incentives for some blue economy investments

Help raise awareness of the opportunities of, and benefits from, investments in the
blue economy.

Identify skills gaps and develop an explicit strategy for how to best help meet the skills
needs of the blue economy.

Consider undertaking a blue economy public expenditure review, or incorporate blue
economy considerations into a broader climate change PER.



1. Introduction

The blue economy seeks to promote economic growth, social inclusion, and the
preservation or improvement of livelihoods while ensuring environmental sustainability of
the oceans and coastal areas.’ It relates to decoupling of socioeconomic development from
oceans sectors - such as tourism, fisheries, waste management, transport and logistics, and
energy - from environmental and ecosystems degradation. It builds on the concept of the green
economy but recognizes the distinctive challenges and opportunities associated with ocean and
coastal environments and ecosystems.

The blue economy is already of significant importance to Jamaica and offers huge
opportunities for the future. Blue economy activities represent a significant economic
contribution, with its gross value added (GVA) estimated to be equivalent to just under 20% of
GDP in 2020, and accounting for over 500,000 jobs, 37% of the employed labor force. This
significant economic contribution was made despite the impact of the Covid-19 pandemic
constraining the role of tourism, a key blue economy sector. Moreover, there are many benefits
derived from the blue economy that are not captured in these types of statistics: for example,
Jamaica’s mangroves play a crucial role through food provisioning, flood protection and the
remediation of pollution.

The Government of Jamaica is in the process of finalizing a Blue Economy Roadmap. This
sets out a series of specific actions that the country can take, both in the short and longer
term, to harness the inclusive and sustainable economic development potential that the blue
economy provides, while helping to manage climate change and other stressors that threaten
this potential.

One of the key actions identified in the Roadmap recommendations is to develop a ‘blue
economy finance and investment framework’. The development of such a framework is
crucial because, although the blue economy offers great potential, the full realization of this
potential will require the mobilisation of significant amounts of public and private finance.
While a range of innovative products have been proposed or have emerged in recent years that
might help faciliate these financial flows, many of these remain relatively untested. Moreover,
Jamaica must seek to catalyze investment into the blue economy in a context in which it is also
delivering an ambitious macroeconomic and fiscal stabilisation program that will inevitably
constrain what can be achieved through conventional government financing.

The purpose of the report is to provide an independent analysis that can help inform
Government of Jamaica (and other stakeholders) in the development of this finance and
investment framework. The intention is to illustrate options to support finance flows and
investment in Jamaica’s blue economy, relevant to both the public and private sectors, and in
the case of the latter to explore what actions the public sector could pursue to support these.
This report seeks to identify the potential that each option offers across different parts of the
blue economy, what might make each option attractive as well the risks and challenges that
may be encountered in pursuing these options. It is an independent report prepared by
Pengwern Associates to support and inform decision-making by the Government of Jamaica - it
does not present the views or opinions of the government.

" World Bank (2018) The Potential of the Blue Economy, Link


https://openknowledge.worldbank.org/server/api/core/bitstreams/cee24b6c-2e2f-5579-b1a4-457011419425/content

The remainder of the report is structured as follows:

Section 2 provides a high-level overview of recent blue economy investment in
Jamaica, to help understand the relative importance of different actors and to
illustrate that important investments in the blue economy are already happening.

Section 3 assesses some of the key barriers holding back greater investment in the blue
economy in Jamaica. It considers investment both by the government and investment
by the private sector or others expecting a financial return and, in each case, assesses
constraints that hold back any investment by these actors in the Jamaican economy, as
well as those barriers that are specific to the blue economy (or specific sectors within
the blue economy).

Section 4 looks at the options that are available to increase government financial flows
towards the blue economy. It mainly focuses on options that might provide additional
financial resources that can be earmarked towards the blue economy i.e. ‘raising
finance’ options. These include blue bonds, debt-for-nature swaps etc. However, it also
considers the options for using budgetary policymaking tools to increase the flow of
existing resources to the blue economy priorities i.e. options to change the way in
which the government ‘spends finance’.

Section 5 considers options to increase private sector investment into the blue
economy in Jamaica. This includes both options for using public resources to leverage
further private sector investment i.e. blended finance. It also considers other policies,
incentives and regulations that might support private sector investment into blue
economy opportunities in Jamaica.

Section 6 provides a series of key conclusions and recommendations for future action.



2. Jamaica’s current blue economy
investment landscape

Introduction

This section provides a high-level overview of key investment flows into the blue economy
in Jamaica. It considers the key actors who (can) finance the blue economy - covering the
Government of Jamaica, national development finance institutions, various types of
international development partners and the private sector - and summarizes what is easily
available from public domain sources regarding their recent investment in the blue economy.
This is presented as a high-level overview to provide context for the financing options
presented in subsequent sections of this report. A more detailed, comprehensive ‘landscape
assessment’ could be developed in future to provide a vital information source to understand
gaps and to further help inform future policy priorities.?

Nonetheless, this high-level assessment serves a number of purposes including:

o Toillustrate the range of different actors that can contribute to investment in the blue
economy and to provide an indicative assessment of their relative importance, both
overall and to different parts of the blue economy.

e To demonstrate where there is already investment so as to provide concrete evidence
that the investment opportunity of the blue economy can be realized.

e To highlight gaps, where investment (or initiatives to support investment) may be
active in areas adjacent to the blue economy but which are not yet being harnessed by
actors in relation to the blue economy.

Government of Jamaica

The Government of Jamaica’s annual budget is expected to be J$ 998 billion (US$ 6.6
billion) in 2022/23.3* This comprises J$ 621 billion (USS 4.1 billion) of non-debt recurrent
expenditure, JS$ 64 billion (USS 0.4 billion) of capital expenditure, and JS 314 billion (USS$ 2.1
billion) of debt servicing. Error! Reference source not found. shows a modest increase in
expenditure in 2023/24 and beyond, driven by increases in recurrent and capital expenditure,
as debt servicing costs fall. As described in Section Error! Reference source not found. below,
the fiscal space in Jamaica is relatively constrained, although it has improved substantially in
recent years.

The absence of budget tagging of blue economy activities (see Section 4.6) means that it is
only possible to derive high level estimates of government support to the blue economy.

2 These assessments are most common in relation to climate investment. See, for example, CPI
(2021) The Landscape of Climate Finance in Kenya, Link

3 Throughout this report Jamaican Dollars converted to US Dollars at the 2021 average rate of
150.79, Link

4 Government of Jamaica (2023), Estimate of Expenditure 2023/2024, Link


https://www.climatepolicyinitiative.org/publication/the-landscape-of-climate-finance-in-kenya/
https://data.worldbank.org/indicator/PA.NUS.FCRF
https://www.mof.gov.jm/wp-content/uploads/2023-2024-ESTIMATES-OF-EXPENDITURE.pdf

Looking across the ministries and agencies with a direct link to the blue economy,? this
spending appears to be slightly in decline, falling from an allocation of 8.7% in 2022-23 to a
forecasted 6.9% by 2026-27. This decline appears to result from a relatively slower growth in
recurrent expenditure allocations to the MEGJC, MOT, and NEPA, although this is slightly
compensated by relatively larger increases in expenditure to MOAF, MSET, PIOJ and STATIN.

Figure 1 Jamaican government expenditure expended to expand in coming years
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Looking at some of the ‘core’ blue economy line ministries provides further insight on
where the government is already supporting activities related to the blue economy (as well
as potential gaps):

e The Ministry of Agriculture and Fisheries has a recurrent expenditure budget of
around JS 12.5 billion (USS 83 million), with JS 672 million (US$ 4.5 million) earmarked
for ‘fisheries development’. This includes the management and development of
aquaculture, promotion and marketing of key species such as tilapia, development of
‘capture fisheries’, sustainable management of fisheries resources, licensing and
regulatory compliance etc. All of these are blue economy priorities.

o The Ministry of Economic Growth and Job Creation has an allocation of J$ 11.8 billion
(USS 78 million) per year, include significant resources earmarked for environment-
related projects. For example, JS 612 million (USS$ 4.1 million) is allocated for
‘Environmental Management and Climate Change’, spanning climate change mitigation
and adaptation, environmental risk management, water supply services, and water
policy monitoring. While this comprises only around 5% of the MEGJC’s overall budget,
it demonstrates existing financial and human capacity to manage resources dedicated
to blue economy related activities.

o The Ministry of Tourism has a stable recurrent expenditure budget of around JS$ 12
billion (USS 80 million) per year, including some specific, but modest, allocations
towards sustainable tourism related activities. Of the JS 12 billion (US$ 80 million)

> Here, as an indication, we look at the Ministry of Tourism, MEGJC, NEPA, PI0J, STATIN, Ministry
of Agriculture and Fisheries, and the Ministry of Science Energy and Technology



total, around JS 5 billion (US$ 33 million) is earmarked for general “Tourism
Development”. The dedicated financing line for sustainable tourism measures is lower
however, at J$S 10 million (USS$ 66,000). There is also just under J$ 500 million (USS 3.3
million) allocated to support tourism investments, spanning the ‘Small and Medium
Lending Scheme loan facility’, the ‘tourism innovation town facility’, ‘community
tourism activities’, and ‘eco-tourism development to sustain protected areas’, all of
which are well aligned with blue economy objectives.

Some of the key ministries with responsibility for managing the blue economy have
significant capital budget allocations. For example, the Ministry for Economy Growth and Job
Creation (MEGJC) has the largest share of the capital budget allocations (see Figure 2),
including for major infrastructure related agencies relevant to the blue economy such as port
development, water and sanitation etc. However, it also covers major infrastructure that may
not necessarily be blue economy related (e.g. roads). Across the key blue economy ministries
(described above), in 2023-24 the capital budget allocation amounted to 55% of the total. A
significant proportion of the total capital budget allocation derives from international
development partners (see section 2.4 below)

Figure 2 Jamaican government capital budget by key Ministry®
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The Government of Jamaica also makes a significant contribution using its own budgetary
resources to capital expenditure projects in the blue economy. While a review of the listed
planned capex projects by implementing governmental agencies suggests that many of those
relevant to the blue economy are ultimately funded by international development partners
(discussed in section 2.4 below), there are some examples of projects where the GOJ is making
a significant direct contribution to the budget, such as:

¢ Increase in MoFPS capital spending is in the contingency provision line which increases from J$ 8
billion in 23/24 to $ 83 billion in 26/27. This line item is to provide budgetary support for new
projects approved under the Public Investment Management System but have not yet received
Cabinet approval at the tabling of the budget.



» Enhancing the Resilience of the Agricultural Sector and Coastal Areas. A JS 1.8
billion (USS$ 11.6 million) project, under the Ministry of Finance and Public Service,
funded by a combination of the Government of Jamaica and the Adaptation Fund (see
below). The Government of Jamaica provided J$ 253 million” (USS 1.6 million) to this
project. Just over half of the project’s total budget is dedicated to protecting Negril’s
beaches from coastal erosion caused by intense storms and sea level rise.

e Improving Water, Land and Ecosystems Management. A JS$ 443 million (USS 2.9
million) project under the National Environment and Planning Agency (NEPA), co-
funded by the Government of Jamaica and the Global Environment Facility. The
Government of Jamaica provided JS$ 81 million (US$ 550,000) to this project, c.18% of
the total project budget.

Public Financial Institutions

The Development Bank of Jamaica aims to provide opportunities to all Jamaicans to
improve their quality of life. It does this by supporting entrepreneurs at all levels, through
access to low-cost finance, partial loan guarantees, technical assistance and providing
opportunities to broaden entrepreneurship and ownership of businesses in Jamaica.®

To help meet these objectives, it offers a range of financing solutions to support the
growth of Jamaican businesses. These include:

e Various grants and technical assistance, with funding often provided by development
partners. This includes grants for energy audits, grants to SMEs that help to strengthen
key parts of the supply chain that support large anchor firms® and innovation grants and
related assistance for entrepreneurs.'®

¢ Credit Enhancement Facility, a risk-sharing facility under which DBJ offers partial
guarantees to financial institutions to support lending to SMEs and has helped unlock J$
12 billion (USS$ 80 million) of investment supported by JS 3 billion (USS$ 20 million) of
guarantees.

e Public-private partnerships and Privatization (P4). Four deals reached commercial or
financial close in the year 2019-20. Previous privatization transactions have included
blue economy related projects, for example, the sale of the Government of Jamaica’s
majority stake in Pegasus Hotels of Jamaica Limited in 2010.

e Loan portfolio, comprising over $9 billion (US$ 60 million) new loans approved in
2019/20, of which 36% went to the service and transport industries, 27% to ICT/BPE,
20% to distribution businesses, 14% to agriculture and agri-industries, and just 2.4% to
manufacturing, and only 0.1% to tourism.

7 Mcintosh (2022). “Strengthening Resilience Of Agricultural Sector And Coastal Areas”. Link.

8 Development Bank of Jamaica, “Annual Report 2019-20”, Link

® Through the Jamaica Business Fund, a component of the US$ 25m Foundations for Competitiveness
and Growth Project (FCGP) funded by the World Bank

19 Including through the Innovation Grant for New Ideas To Entrepreneurship (IGNITE), and the
Boosting Innovation Growth and Entrepreneurship Ecosystems (BIGEE), financed by the IDB.
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Indicatively, it appears that there is significant potential for the Development Bank of
Jamaica to support the blue economy, but that this potential is not yet fully being
exploited. A high-level review of DBJ annual reviews and project examples profiled on the DBJ
website does not reveal any significant transactions directly related to the blue economy. This
may partly reflect that the blue economy concept is relatively nascent, while it is also possible
that the institution finances projects that are relevant to the blue economy without this being
badged. Indeed, a number of the products and services offered by the DBJ are likely to have
high potential to support the blue economy. For example, innovation grants and related
assistance for entrepreneurs could have particular value in overcoming barriers related to
business model development that hold back investment in sustainable tourism or
bioprospecting (see sections 3.2.3 and 3.2.4). Similarly, the model of supporting energy audits
could be adapted to support investments in other areas where a lack of information holds back
investment, such as ecosystem conservation and restoration (see section 3.2.7).

Development Partners

The analysis of the role of development partners in supporting the blue economy is divided
into three subsections: financing provided by international financial institutions; financing
provided on concessional and grant terms by multilateral funds; and bilateral support. This
reflects both the different relationships that the GoJ has with these different development
partner types as well as their different risk appetite and return expectations.

2.4.1. International DFls

Both the World Bank and IDB are currently financing a number of projects that are relevant
or adjacent to the blue economy. This section focuses on those projects financed directly by
the balance sheet of these organizations. Those blue economy projects that are implemented
by these organizations, but which receive some or all of their finance from additional third
party resources, are covered separately below, as these arrangements signify that the
activities require greater concessionality and/or risk appetite.

The World Bank Group’s relevant projects tend to have a broader development focus but
with the potential to be relevant to stakeholders in the blue economy. For example:

» Jamaica Foundations for Competitiveness & Growth, a J$ 9 billion (US$ 60 million)"
program begun in 2014 and extended with a number of objectives including facilitating
large scale private investments and strengthening SME capabilities. It includes
components on enhancing competition in the business environment; facilitating
strategic private investments by support to prepare and close large strategic
investment transactions with private sector participation; and a SME financing
component which provides a combination of supply chain support and skills upgrading
and finance. The program has financed various blue economy related sub-projects,
including e.g. (1) development plans for water supply and sewage systems of various
communities, (2) a study on the Logistics Hub Initiative, and (3) the German Ship Repair
divestment. These are interventions that are very relevant to the barriers faced in

" Original project had a US$ 50 million budget, Link. Additional USS 10 million budget committed in
2021, Link.
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engaging the private sector in Jamaica’s blue economy. This program, which received
additional financing in 2021, is scheduled to finish in 2024 but the pipeline project,
Jamaica Sustainable and Resilient Recovery DPF, is expected to have a somewhat
similar focus.

Access to Finance for MSMEs, a JS$ 1.9 billion (USS 13 million) program which started in
2018 with the objective of improving access to finance through a combination of
support to facilities offering guarantees, the establishment of a SME fund for risk
capital financing and improving the enabling environment for access to finance. This is
germane to a number of the barriers faced by firms in the blue economy as discussed
further in section 3 below. This project is expected to close in January 2024.

Second Rural Economic Development Initiative, a JS 6 billion (US$ 40 million) program
which started in 2020 which includes objectives on agricultural and community tourism
investments for rural enterprises, as well as capacity building at various public entities
relevant to the blue economy such as the Ministry of Agriculture and Fisheries to
promote in inclusive rural development. The project is scheduled to run until 2025.

Jamaica Disaster Vulnerability Reduction project, a JS 4.5 billion (USS 40 million)
project which started in 2015 with the objective of enhancing Jamaica’s resilience to
disaster and climate risk. '2 An element of this is establishing or improving coastal
protection measures, relevant to various blue economy objectives. The project is
currently scheduled to run until 2024.

Kingston Waterfront Improvement Project, is a project in the WB pipeline (at
‘Decision Meeting’ point) for a total of JS 1.9 billion (USS 12 million) pipeline project to
expand economic development opportunities and enhance institutional capacity to
enable future private sector-led redevelopment.’ This will include supporting green,
resilient, and inclusive waterfront development, and high-quality amenities to
encourage private sector investment. The project schedule is still being finalized.

The IDB is active in a number of areas which contribute to the blue economy enabling
environment and to attracting finance'#. Ongoing projects include:

Boosting Innovation Growth and Entrepreneurship Ecosystems, a DBJ implemented
JS 3.7 billion (USS 25 million) program which commenced in 2020 with the goal of
providing financing to established MSMEs and scalable start ups with high growth
potential. IDB committed a $3.5bn loan to this program, which could potentially
support enterprises in blue economy related areas, given the focus on sustainable
growth. In particular, this year the project has targets around executing training for
one business accelerator and one business incubator program, which could potentially
be targeted at blue economy related enterprises. The project is expected to run until
2025.

Public Sector Transformation Implementation Project, a J$ 7.4 billion (USS$ 49
million) program started in 2018 designed to improve the quality of transactional

2 World Bank (2022). “Project detail”. Link.
13 World Bank (March 2023), “Project Information Document (PID)”, Link
4 This discussion focuses on project where the financing amount exceeds USS$ 1m.
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services and improve the efficiency of public spending. IDB committed a J$ 6.3 billion
(USS 42 million) loan to this program which included the implementation of a Fisheries
Licensing & Registration system, with a particular focus on making sport fishing more
accessible to tourists. The project is currently scheduled to run until 2024.

o Credit Enhancement Program, a J$ 2.5 billion (USS 17 million) project started in 2017
with the goal of promoting productive investments in MSMEs by enhancing access to
financing. The IDB committed $ 2.5 billion (USS$ 17 million) to this program which has
the potential to support private sector investment flows into blue economy related
enterprises. The project is currently expected to finish in September 2023.

» Global Services Skills Project, a JS 2 billion (USS$ 13 million) project which began in
2019 with the objective of promoting growth in the Global Services Sector, particularly
in higher value-added segments, by undertaking training and hence increasing
Jamaica’s capacity to attract Foreign Direct Investment. There is scope for blue
economy related industries to benefit from this training program. The IDB committed a
JS 2 billion (USS 13 million) loan to this project, which is currently scheduled to run
until 2024.

The IDB has also provided support through a number of technical cooperations in blue
economy related sectors. This funding is typically for less than USS 1 million. Recent technical
cooperations include; Tourism Strategy and Action Plan for Jamaica (2018), Building Resilience
through Climate Adaption Technologies (2020) and Support for Investment Promotion (2022).

The Caribbean Development Bank is also active in Jamaica but none of its current
investments link closely to the blue economy. Its current portfolio is more heavily focused on
agricultural development.

2.4.2. Multilateral funds

A number of multilateral funds support activities that are or could be relevant to the blue
economy in Jamaica. This includes the PPCR, the Adaptation Fund, GEF and GCF, while
Jamaica is also benefiting from technical assistance resources provided through ProBlue. In
addition, the recently reached agreement on concessional financing from the IMF’s Resilience
and Sustainability Fund could also benefit Jamaica’s blue economy.

The IMF has approved US$ 968 million under the Precautionary and Liquidity Line (PLL) and
a further US$ 764 million under the Resilience and Sustainability Fund (RSF)." The RSF is
not ringfenced for specific spending lines or activities, but is conditional on progress along
three pillars: (1) building fiscal and physical resilience to natural disasters and climate change,
(2) strengthening mitigation and promoting renewable energy, (3) greening the financial
sector.' The RSF provides “affordable, longer-term finance and to support government policy

15 IMF Press Release 23/57 (2" March 2023), “IMF Executive Board Approves US$968 Million under
the Precautionary and Liquidity Line and US$764 Million under the Resilience and Sustainability
Facility for Jamaica”, Link

16 Centre for Global Development Policy Paper 289 (March 2023) “IMF Lending Under the Resilience
and Sustainability Trust: An Initial Assessment”, Link
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reforms” to tackle long term challenges such as climate change and response to the Covid-19
pandemic."’

The Pilot Program for Climate Resilience (PPCR), part of the Climate Investment Funds, has
provided around $30m'® concessional funding support to undertake adaptation and
enhance climate resilience. Implemented through the World Bank and the IDB, the two
projects of greatest relevance to the blue economy are:

» Promoting Community Based Climate Resilience in the Fisheries Sector,’ a J5660m
program approved in 2015, and extended to March 2023.%° Implemented by the World
Bank, this has the aim of enhancing resilience to climate change among target fishing
and aquaculture communities of Jamaica, including strengthening of the policy and
regulatory framework, and diversification of fisheries-based livelihoods. This project
and the program have supported a wide range of blue economy related initiatives in the
fisheries and aquaculture sectors, including the recently announced Tilapia Hatchery.

o Adaptation Program and Financing Mechanism for the Pilot Program for Climate
Resilience in Jamaica. Implemented by the IDB, this JS 2.1 billion program was
approved in November 2014 and included the development of five aquaponics
systems.2' Other components of the program include creation of financial mechanisms,
such as as the special climate change adaptation fund (SCCAF) administered by the
Environment Foundation of Jamaica (call for projects closed in 2018).

The Adaptation Fund provided a grant of just under US$ 10 million (J$789m) to a project
for ‘Enhancing the Resilience of the Agricultural Sector and Coastal Areas’. The project
commenced in 2012 and was subsequently extended. The objectives of the project are highly
aligned to the development of the blue economy, including: strengthening climate resilience of
the coastline, erosion and flood control, and improving water management for the agricultural
sector. The project, implemented by the Planning Institute of Jamaica, also seeks to make sure
all Jamaicans benefit, including helping women adapt to climate change and improve their
livelihoods.??

The Global Environmental Facility (GEF) has financed over US$ 25 million (around J$ 308
billion) in national projects.?? Of this, projects most closely related to the blue economy
include: a USS 1.6 million (J$ 250 million) grant to a project to promote biodiversity and
sustainable management of mangroves,?* and a US$ 6 million (JS 900 million) grant to support a
project to conserving biodiversity and reduce land degradation through and integrated
landscape approach.

7 WEF (2023). “What is the IMF’s new climate fund and how does it work?”. Link.

8 With a further $2.7m of co-finance provided by the Government of Jamaica. There has been no
co-finance provided from the balance sheet resources of the IDB and World Bank.

19 CIF (2022). “Promoting community-based climate resilience in the fisheries sector in Jamaica”.
Link.

20 World Bank (2023). “Promoting Community-based Climate Resilience in the Fisheries Sector
(P164257) - Implementation Status & Results Report”, Link.

21 PPCRJA (n.d.). “Adaptation Programme and Financing Mechanism”._Link.

22 Adaptation Fund (2016). “Adaptation Fund in Jamaica: Women in Agriculture”. Link.

2 See GEF national project database available at Link.

24 GEF (2022). “Jamaica Mangroves Plus”. Link.
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The GEF has also provided US$ 119 million (J$ 18 billion) in support to multi-national
projects in the region, many of which have a focus on the blue economy. For example,
including for example:

e a USS 15 million (JS 2.3 billion) grant, approved for implementation in December 2022,
to support a UNDP regional program for ‘Protecting and Restoring the Ocean’s natural
Capital, building Resilience and supporting region-wide Investments for sustainable
Blue socio-Economic development (PROCARIBE+)’,

e A USS 7 million (JS 1 billion) grant approved for implementation in June 2022 to support
a UNEP project to ‘reduce marine plastics and plastic pollution in Latin American and
Caribbean cities through a circular economy approach’, spanning Jamaica,

e A USS 6 million (J$ 900 million) grant, approved for implementation in November 2022,
to support the ‘““BE-CLME+": Promoting National Blue Economy Priorities Through
Marine Spatial Planning in the Caribbean Large Marine Ecosystem Plus’ regional
project.

e a USS 2.4 million (J$362 million) grant for a project begun in 2016 Integrating Water,
Land and Ecosystems Management in Caribbean Small Island Developing States with the
objective to restore historical hydrological and other physical processes in the Negril
Great Morass.

The Green Climate Fund (GCF) is the anchor investor in the recently launched Global Fund
for Coral Reefs. This began implementation in mid-2022 and is described further in terms of
potential to support Jamaica’s blue economy in Section 5.

Jamaica is also benefiting from support from the PROBLUE Multi-Donor Trust Fund (MDTF)
administered by the World Bank. This is designed to help countries chart a course towards a
blue economy approach with a focus on the sustainable management of fisheries and
aquaculture; addressing and preventing the threats posed to ocean health by marine pollution,
including litter and plastics; supporting the sustainable development of key oceanic sectors
such as coastal tourism, maritime transport and offshore renewable energy; and helping
governments build their capacity to manage their marine and coastal resources in an integrated
fashion.

2.4.3. Bilateral donors

The European Commission is an important source of grant funding to Jamaica and has
previously provided support to blue economy related projects. The “A Jamaican Path from
Hills to Ocean Project” is a USS 6.8 million (J$ 1.05 billion) project which began in 2021 and is
scheduled to run until 2028. The project covers three watershed management units,
restoration of wetlands and hydrological function in two marine protected areas and a sea
grass assessment in a number of bays and marine parks. It also includes upstream ecosystem
restoration and land management activities, which will have positive impact on coastal areas.

Another bilateral partner supporting the blue economy in Jamaica is the UK, in particular
through the UK Blue Carbon Fund. The fund reached project approval in 2018 and is expected
to run until 2024, offering technical assistance and finance with a budget of US$ 2.6 million (J$
360 million) to support ‘blue carbon restoration in Clarendon’, in partnership with the
University of the West Indies. The core objective of the project is to restore mangrove



ecosystems in southern Clarendon along the south coast of Jamaica,? although progress has
been slower than expected as a result of the Covid-19 pandemic.? Section 4.5 - which focuses
on future opportunities for financing support for the blue economy - discusses these and
related funding windows in more detail.

Private Sector

Tracking information on private sector investment in the blue economy in Jamaica is
inherently more challenging than for public sector actors. There are a large number of
investments made by the private sector across all sectors of the blue economy for which there
is no readily accessible data. In some cases, moreover, these investments may be in sectors
relevant to the blue economy but may be inconsistent with the goals of social inclusion and
environmental sustainability that underpin the concept (e.g. private sector activities which
contribute to -over-fishing and unsustainable management of fisheries resources).

Despite these data challenges, there are examples which serve to illustrate the potential
for private sector investment in the blue economy:

e The German Ship Repair Jamaica facility is a recent example of a private sector led
investment in a blue economy related industry?’. This investment was announced in
early 2023, after a number of years of preparation, and brought together various
private sector partners from around the globe but also from within Jamaica. The
project will provide dry docking for commercial vessels up to 20,000 tons, and a range
of maintenance and repair services.

e Algix Jamaica Limited, an aquaculture firm, opened its multimillion-dollar investment
facility in St. Elizabeth for Basa production in 20172, It aimed to produce 100 tons of
Basa monthly for the local and export market, alongside its existing Tilapia production.
Algix’s team visited Vietnam prior to opening the facility to learn how to cultivate the
Basa fish.

» In 2021 work started on an underwater sculpture park at Montego Bay?’. The project is
being developed in partnership by Montego Bay Marine Park Trust (an environmental
NGO and registered non-profit) and Smilozone Waste Management Ltd., a private sector
firm and the largest waste management company serving Jamaica’s tourism industry.
The attraction serves two purposes; i) the sculptures will eventually become coral reefs
and habitats for marine life and ii) the park will provide a new tourist attraction.

There are also a number of promising early-stage blue economy start ups in Jamaica, who
have largely been financed by private sector investors. As an example, Kee Farms is a start
up focused on seaweed and oyster cultivation, and appears to have been financed to date by a
mixture of grants and private sector financing.

25 UK Govt (2019) “Blue Carbon Fund - Jamaica Project Proposal”, Link

26 UK Govt (2021) “UK Blue Carbon Fund - 2020-21 Annual Review”, Link

27 Anderson (2023). “Multibillion-Dollar Shipyard Project Launched”. Link.

28 Fraser (2017). “Jamaican aquaculture firm wants to compete with Vietnam for EU basa market”.
Link.

29 Henry (2022). “Work in progress on Jamaica’s first underwater sculpture park”. Link.
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Summary

In summary, there is already a range of funding initiatives supporting the blue economy in
Jamaica. This activity is being undertaken by public and private sectors, and involves both
domestic and international investors.

The majority of funding for projects that are most explicitly labelled as relating to the blue
economy is currently being provided by multilateral funds and bilateral donors. These
partners often have funds that have explicit mandates linked to the blue economy, or the
application of their mandates in Jamaica’s context tends to lead to a focus on the blue
economy (e.g. the funding provided by the Pilot Program for Climate Resilience in supporting
Jamaica’s fishery sector). Much of this funding is then channeled through projects and
programs implemented by, for example, UN Agencies and/or by DFls as well as, on occasion,
national implementing entities such as the PIOJ.

Domestic & International Financial Institutions are implementing broader development
programs from which actors in the blue economy can benefit. These projects span from
access to finance for MSMEs to improving human capital and professional skills in Jamaica. Blue
economy participants will likely meet eligibility criteria for support under these schemes.
However, to date, with very few exceptions, these projects have not been designed to provide
an explicit focus or component related to the blue economy.

The Government of Jamaica also commits substantial financial resources to blue economy
related sectors, and to providing the institutional set up and regulatory functions that it
needs to thrive. This includes the activity of the National Fisheries Authority, whose
responsibilities include the management and development of aquaculture and licensing and
regulatory compliance in the fisheries sector; The Ministry of Economic Growth and Job
Creation, which has a particular mandate for climate change, and which has an explicit
financing line for sustainable tourism. As such much of the public financing architecture for
financing key blue economy sectors and activities is in place, but may need to be better
targeted and strategically prioritized to maximize blue economy potential.

There is active interest from the private sector across various areas of the blue economy.
The German Ship Repair Jamaica project is an example of collaboration both between
Jamaican and International investors, and between the private and education sectors, with key
training in ship repair skills being provided by the Caribbean Maritime University (CMU). The
underwater sculpture ark at Montego Bay is also an example of a partnership between a non-
profit and a private sector firm for a first-of-its-kind sustainable tourist attraction in Jamaica.

While these activities from partners and the private sector provides a base to build on,
there is an absence of strategic planning and coordination of blue economy activities. As
described in Section 3.1.2, one of the key barriers to unlocking public and private finance for
the blue economy at scale is the absence of a strategic plan and coordinating framework. This
risks incoherence. As such, while the availability of funds from bilateral and multilateral
donors, alongside domestic and international financial institutions provides a firm entry point
for supporting blue economy development, there is a need for this to become more structured.

Table 1 summarizes the current activity of a range of key stakeholders and their roles in
supporting financing flows for the blue economy.

Table 1 Jamaica blue economy finance roles and active sectors to date



Active sectors to date

Actor Current Approach and Role

Gover‘nment of Promotion of key areas of the v Cross sector in
Jamaica blue economy implementation
Providing institutional and v Directly supported
regulatory/enforcement function projects focused on
across the blue economy ecosystem protection and
Implementation of specific blue restoration
economy projects, including
material funding in some
instances
D.omes.tic public Various schemes (usually funded v Cross sectoral
financial by international DFIs) to improve
Institutions access to finance
International DFIs | Financing of projects related to a v" Cross sectoral
broad swathe of development
priorities
Multilateral funds | Targeted projects in sectors which v Ecosystem protection and
align with development and restoration
environmental objectives v’ Fisheries and aquaculture
v' Renewable energy
) Targeted projects in sectors which v' Ecosystem protection and
Bilateral donors align with development and restoration
environmental objectives v Renewable energy
Projects which meet a desired v' Maritime transport
Private sector return on investment threshold v Sustainable tourism
v Fisheries and aquaculture




3. Barriers to blue economy investment

This section considers some of the key barriers that constrain investment in Jamaica’s blue
economy. It explores key barriers to investment from the perspective of (1) the Government of
Jamaica, and (2) the private sector. These two perspectives recognize the critical role of
public funding as a catalyst for blue economy spending in terms of supporting seed
investments, de-risking new markets etc.; but also that public funding alone will not be enough
to meet blue economy investment needs and that efforts are needed to scale-up private
capital as well:

e Barriers that prevent the Government of Jamaica investing more of its own resources
towards the blue economy. The Government of Jamaica could potentially raise the
resources from international capital markets, international lenders or from additional
tax revenues.

e Barriers that prevent private sector actors investing in (different sectors of) the blue
economy. The private sector might generate these resources either from internal
cashflows, private bank lending and other capital market institutions and investors or,
potentially, from national or international public institutions and funds that aim to
make it easier for private sector actors to make investments.

In each case, the analysis focuses first on the barriers that apply to any/all investments by
these actors, and then at the key barriers that apply to their investment in the blue economy.

Investment by the Government of Jamaica

The Government of Jamaica has an indispensable role to play in the blue economy. Section
2 demonstrates how it provides the policy framework and supports the development of a wide
range of sectors of relevance to the blue economy including fisheries and tourism. Its role in
setting and enforcing environmental standards is also essential to the sustainable development
of the blue economy. In addition to this, and often working alongside, and making use of the
finance provided by, international financial institutions, it is making investments in discrete
projects and assets of relevance to the blue economy including some conservation and
restoration activities, harbor and waterfront upgrades or, potentially in the future, marine
energy infrastructure. It is therefore essential to understand the barriers and challenges that
it faces in relation to investing in the blue economy.

3.1.1. Generic barriers

The government of Jamaica has embarked on an ambitious macroeconomic and fiscal
stabilization program. In the early part of the 2010s, Jamaica’s public debt position reached
nearly 125% of GDP (Figure 3) leading to concerns over macroeconomic stability and large debt
servicing costs: in 2010, interest payments exceeded 17% of GDP. Since 2013 the country has
embarked on an aggressive program of economic reform and fiscal stabilization®°. This is

3 The government relaxed elements of this program in order to contend with the fallout of the
Covid-19 pandemic,



reflected in the Fiscal Responsibility Framework which has set the objective of a debt:GDP
target of 60% by 2027/28.

Figure 3 Jamaica’s public debt is projected to fall significantly in the near future
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This program is proving successful. In its recent Article IV consultation, the IMF judged
Jamaica’s public debt position to be ‘sustainable’ with medium term risks to be ‘low’ and long-
term risks to be ‘moderate’. The report praised the country’s ‘strong fiscal consolidation
efforts and prudent debt management’ and noted the country’s strong ‘policy track record’3".

However, continued progress requires strong fiscal discipline; macroeconomics risks
remain. To deliver this magnitude of debt reduction, the central government primary balance
(the difference between the amount of revenue the government collects and spends on public
goods and services) is expected to exceed 5% of GDP every year between now and 2027/28.
The IMF notes the prudence of these efforts in a context in which current account deficit is
expected to remain high as global commodity prices remain elevated and the risks that
tightening of global financing conditions could place additional pressure on the country’s
exchange rate (and hence the cost of servicing foreign denominated debt).

These macroeconomic conditions mean that new public sector financial obligations need to
be carefully justified. Any new public sector spending commitments related to the blue
economy will need to demonstrate that they both represent good value for money and support
the government’s macroeconomic objectives.

3T IMF (2023) Jamaica: 2022 Article IV Consultation-Press Release; Staff Report and Staff Statement, Link
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The strengthened financial position has also been supported by active liability management
in recent years. Figure 4 shows the composition of Jamaica’s public debt. It is now a much
more evenly distributed creditor base than historically with a balance between domestic
debtholders, multilateral loans and international bonds. Moreover, the debt restructurings in
2010 and 2013 and a Government of Jamaica debt buy back in 2019 mean that much of the
debt is now much longer dated than in the recent past, which has helped to reduce short term
debt servicing costs. Any publicly financed support for the blue economy is likely to need to be
broadly aligned to this financing strategy, with the IMF also noting that the public debt risk
profile would also benefit from plans to reduce reliance on FX-denominated borrowing, while
further developing the local currency bond market over the medium term.

Figure 4 Jamaica’s debt is held by a balance combination of domestic and international investors and
multilateral institutions
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3.1.2. Blue economy specific challenges

Beyond the challenging - albeit improving - macroeconomic climate and public finance
challenges, there are three main challenges which hinder the Government of Jamaica
investing in the blue economy:

o Data limitations. There is a lack of key data, analysis, and dissemination in some key
blue economy areas that means decision makers do not have sufficient information to
fully understand the value and importance of investing in the blue economy. There is
then a further lack of data on what is needed to foster blue economy development, for
example identifying the skills needed to develop inclusive and sustainable blue
economy activities etc. This makes mobilizing investment capital challenging, as there
is a lack of information on where financial resources should best be targeted, what the
bankability of blue economy projects may be, or to demonstrate value for money for
the use of (limited) public funding available.

¢ Nascent institutional organization, and absence of a policy framework and
implementation strategy. While there is a broad umbrella of institutions, laws, and



regulations relevant to the blue economy, and the MEGJC has been assigned
responsibility for the blue economy in recent years, there is no clear operational set of
institutional responsibilities to coordinate on and drive blue economy development.
There is also no unifying policy framework or strategic implementation plan. This makes
identifying priorities and allocating budget to them a challenge.

* Need for cross-sectoral coordination. The blue economy spans 13 ministries and 41
agencies, so any commitment to public spending can only be effective if
implementation is coordinated across all relevant departments. Enhanced coordination
will maximize the effectiveness and efficiency of financial and human resources.

3.2. Private investment

The public sector alone cannot provide the investment needed for a healthy, productive,
and inclusive blue economy. Many of the investment opportunities in the blue economy are
within sectors that are already dominated by the private sector. Section 2 demonstrated that
there are a number of specific examples of blue economy investments that are already being
made by the private sector. The sub-sections below explore both the generic barriers that
constrain private sector investment in Jamaica, as well as areas of relatively strong
performance. The discussion then focuses on some more specific barriers associated with
different sectors within the blue economy.

3.2.1. Generic barriers

Jamaica performs strongly on many aspects concerning the enabling environment for
private sector investment. Figure 5 below compares Jamaica’s percentile ranking on a series
of governance indicators, relative to that of both upper middle-income countries and the Latin
America and Caribbean regional average. It shows that Jamaica’s score is generally equivalent
to, or better than, these peers, with particularly strong scores in relation to government
effectiveness, voice and accountability, and regulatory effectiveness.

Figure 5 On many governance indicators, Jamaica performs as well as or better than its regional and
income group peers

100
< 80
c
o
o 60
F=
o 40
(9]
—
o
8 20
0
. . o .
& & & %{é & &
> 2 g N S R
& & S & e N
S > & 06 N &
o x4 & «$ < <
'Y &L N2 3° S
o O S % o
S A3 e 2 $
> & <& S
& & C
© 3

®Jamaica ®mUMICs = LAC



Source: Kaufmann and Kraay (2022) World Governance Indicators

However, access to finance is a challenge for many Jamaican businesses. Figure 6 provides
the results of survey analysis from 2020 examining the number of businesses in different
countries in the Caribbean that report that credit access requirements, such as collateral
requirements, represent a barrier to their business operations. Jamaica’s score is mid-ranking
across the countries sampled, with notably more Jamaican businesses expressing concern than
their counterparts in Guyana and the Bahamas. On the cost of finance, Figure 7, Jamaica’s
performance is somewhat better, with 36% of firms reporting challenges, lower than the other
countries in the sample with the exception of the Bahamas. While there are challenges for
many Jamaican firms in accessing finance at costs they consider reasonable, IMF data shows
that the proportion of non-performing loans in Jamaican’s banking sector is very low with
capital buffers that are well above the minimum and sufficient to absorb potential losses.

Figure 6 More than 50% of Jamaican firms report barriers to credit access as an obstacle to firm
performamce

80% -——
I
70% I |
£ 60% | l
= 50% [ |
© I
& 40% | I
£ |
S 30% I
I~ I
9 20% | l
10% |
: I
0% |

Guyana Bahamas , Jamaica ITrinidad & Barbados Suriname
I g Tobago

m Major obstacle m Very severe obstacle

Source: Mooney et al (2022) Finance for Firms - Options for Improving Access and Inclusion



Figure 7 More than 30% of Jamaican firms report that the cost of finance is a barrier to firm performance
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In addition to access to finance challenges, a number of further barriers hold back the
productivity of Jamaican firms including those with an actual or potential role in the blue
economy (International Monetary Fund, 2023):

e High crime rates - Jamaica has the third highest violent crime rate of any country in the
world - which increases security costs and deters tourism foreign investment and
investment in education.

¢ Insufficient schooling and outward migration of university graduates.
e Poor infrastructure, especially in relation to logistics and energy.

e Complex business procedures.

3.2.2. Barriers: fisheries, mariculture & aquaculture

There is significant potential for private sector investment in Jamaica’s fisheries,
mariculture and aquaculture sectors. Despite its large ocean zone, Jamaica is still heavily
reliant on fishery imports, with imports accounting for 79%32 of all products consumed
domestically. There are also opportunities for investments that support other aspects of the
blue economy including, for example, encouraging sport fishing by tourists under the new
digital licensing system.

However, various challenges need to be overcome to foster greater private sector
investment in this sector:

32 Fisheries Division, Ministry of Industry, Commerce, Agriculture and Fisheries (2017),
Environmental and Social Management Framework, Link.
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e There is uncertainty around key variables - especially on prices of both inputs (e.g.
fuel®®) and outputs (commercial terms for produce) - that will determine the
attractiveness of investment in the sector.

» Linked to this, key policies** in the sector and some management plans® related to
specific species are yet to be completed. Investors may await finalization of these
policies before investing in the sector, as any new operations will need to adhere to
these policies.

e Building on the generic barrier discussed above, it can be difficult for early-stage
ventures to access the capital needed to develop and grow their businesses. There are
numerous early-stage ventures in Jamaica focused on areas such as seaweed and oyster
cultivation but these businesses can find it difficult to access the growth capital they
need to support their growth.

e Erratic weather conditions and exposure to climate change impacts inhibit fishing
operations in the region¢. extreme weather conditions are projected to become more
frequent, which means that fisheries, mariculture and aquaculture investments may
become less attractive.

e The lack of enforcement of fisheries, mariculture & aquaculture laws & regulations can
make investment unattractive. In particular, the theft of stock has previously been
cited as an issue by failed mariculture operations in Jamaica. For example, Caribbean
Aquaculture Limited shut down its marine shrimp farm in 2013, calculating that 10-15
percent of its stock was being lost to theft®.

3.2.3. Barriers: sustainable tourism

Tourism is a major economic sector for Jamaica. Its direct and indirect contribution amounts
to 34% of GDP, 31% of employment, and over 50% of exports.3® In recognition of this
importance, there are already a range of ongoing initiatives to encourage private sector
investment in sustainable tourism development. For example, the government has also put in
place a Tourism Enhancement Fund (TEF), which levies USS$ 20 on every inbound air traveler,
and USS 2 for cruise travelers,* There is also a departure tax of US$ 35 for airline passengers.
The TEF is used to help fund improvements in resort development, product development, and
beautification etc.° Furthermore, the government has recently launched the Tourism
Innovation Incubator which offers up to USS$ 650,000 to successful applicants to support

33 Jamaica Observer (2022). “Fisherfolk reeling from pollution, high gas prices”. Link.

34 Notably the mariculture policy and the National Fisheries and Aquaculture policy.

35 Various species management plans as outlined in the Medium Term Socio-Economic Policy
Framework.

3 Fisheries division, Ministry of Industry, Commerce, Agriculture and Fisheries (2017),
Environmental and Social Management Framework, Link.

37 Gordon (2013). “Second shrimp farm goes out of business*. Link.

38 The ‘direct’ contribution of tourism to GDP and employment was 10.5% and 9.4% respectively.
3 TEF (n.d.) “Our Story - Tourism Enhancement Fund”. Link.

40 JIS (2007). Tourism on Sustainable Development Path”. Link.
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inclusive grassroots ideas.*' These initiatives are underpinned by strong political commitment
to sustainable development, as reflected in the commitment made by the Tourism Minister,
Hon. Edmund Bartlett to developing environmental compliance standards for the tourism
sector.*? .

Nonetheless, a number of challenges can make it difficult for the private sector to make
investments in the sector, including:*3

o Limited awareness among consumers. There is relatively limited awareness among
many travelers about Jamaica’s actual and potential sustainable tourism offering,
meaning that those investing in the sector may fear there will be insufficient demand
to justify their investment.

e Price premium. This limited awareness may be compounded by the higher costs, and
hence prices, associated with sustainable tourism, in what is a relatively price-sensitive
market given the alternatives in the region.

¢ Low confidence around sustainability claims. Travelers may also be unwilling to pay
for higher-cost sustainable tourism if they are unsure of the claims being made around
sustainability.

o Sustainability offerings are in their relative infancy. Defining and putting in place
eco-friendly and sustainable tourism projects remains relatively new worldwide. In
Jamaica there is a sustainable tourism plan in development, and some leading project
examples of sustainable tourism.* However, there are specific guidelines on or
definition of what qualifies as “sustainable” or “eco” tourism in the Jamaican context.

In addition, many of the barriers that hold back investment in ecosystem restoration and
protection mean that there is insufficient investment in the habitats that sustain many eco-
tourism initiatives. This is discussed further in section 3.2.7 below.

3.2.4. Barriers: bioprospecting

Jamaica has strong biodiversity, with 52% of the world’s established medicinal plants
present in the island and its surrounding waters.*” The country has great potential to harness
private sector investment that would allow these natural resources to be used for product
development across a wide range of industries, including pharmaceuticals and nutraceuticals.
The island also has an abundance of Sargassum seaweed; of interest to numerous companies
around the world that are looking at transforming Sargassum into various products such as
fertilizers and emulsifiers (while managing environmental risks, such as arsenic content).

4 Henry (2023). “Jamaica Uniquely Positioned to Capitalise on Tourism Industry’s Growing
Demands”. Link.

42 Williams (2023). “Environmental Compliance Standards Critical in Tourism Sector - Minister”,
Link.

43 Based on several sources, including World Economic Forum blog (9% November 2022) “The
promise and challenge of sustainable travel products”, Link

4 See for example link.

4 JAMPRO (2018), “Jamaica Investment Opportunities in the Nutraceutical / Wellness Sector”, Link.
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However, private sector investment in this sector is currently being impeded by a lack of
regulatory uncertainty which compounds the high risks that are typical for opportunities
that still require research and development. Product development in this emerging sector is
inevitably high risk as further research is needed to understand what and how to sustainably
harness bioprospecting’s potential. However, in the case of Jamaica, these challenges are
exacerbated by limited regulations, standards and structures that would help give investors
with more confidence to invest in this emerging sector. For example, there is likely to be a
need to amend the Food and Drug Act (currently in progress) to incorporate the classification
and registration of nutraceutical products.

3.2.5. Barriers: marine energy

Jamaica has a firm commitment to increasing the penetration of renewable energy
generating technologies. The Integrated Resource Plan (IRP) requires procurement of a further
1.6 Gigawatts (GW) of total new generating capacity over the next 20 years, of which 959 MW
from solar or wind, and 597 MW from fossil fuel generation sources. The Government of
Jamaica has also committed to achieving 33% per cent of electricity generation from
renewables by 2030, having already progressed from 4.5% in 2008 to 11% by 2018.4

Marine energy presents a significant potential resource for Jamaica. According to a World
Bank technical potential assessment, the coast around Jamaica could provide 53 GW of
offshore wind, of which 20GW could be fixed and 33GW could be floating.*” There may also be
potential for ocean thermal energy conversion (OTEC) which should be explored.*

However, there may be significant challenges to private sector investment in marine
energy technologies in Jamaica. Some of these barriers apply around the world, others are
challenges that are particularly pronounced in Jamaica.

e The relatively smaller scale of projects in Jamaica, and other small island nations in the
Caribbean, may mean that it is hard to secure components and services and the scale
efficiencies achieved by these other projects may not be available for Caribbean
nations.

e The country’s relatively high level of exposure to extreme weather (e.g. hurricanes)
which would require potentially costly technology adjustments (upfront capital
expenditure) and/or increased maintenance and repair budgets (ongoing operational
expenditure).

e While Jamaica has clear targets in relation to renewable energy overall, marine energy
remains at a scoping stage and is not explicitly recognized in the current IRP, increasing
regulatory uncertainty.

o Initial projects are likely to be complex and with long leads times, and require skillsets
that may not be widely available in Jamaica.

4 Government of Jamaica (2020) “Integrated Resource Plan”, Link

47 ESMAP (2020), “Offshore Wind Technical Potential in Jamaica”, Link

48 See for example Loy & Coviello (2005) “Renewable energies potential in Jamaica”, Prepared in
collaboration with the Ministry of Commerce, Science and Technology of Jamaica, Link
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e Concerns around impacts on biodiversity, fisheries and coastal tourism need to be
assessed and, where necessary, mitigated which could further increase deployment
costs.

3.2.6. Barriers: maritime transport

Jamaica geo-strategic location provides it with an opportunity to attract private sector
investment that would allow it to become a logistics hub in the Caribbean. Each year
Jamaica receives around 3,000 port calls while approximately 180,000 vessels operate within
the region®. There is great potential to increase services provided to these vessels. The
ongoing German Ship Repair Jamaica (GSRJ) Shipyard project in Kingston (as discussed in
section 2.5) illustrates the potential for investment, and may serve as a catalyst for further
investment by others. The project is a multi billion-dollar ship repair and maintenance facility
that will provide dry docking for vessels up to 20,000 tons, with a range of maintenance and
repair services available.

However, further investment in this sector is constrained by a lack of specialized skills.
There is a need to meet human capital requirements so that maintenance and repair services
can be undertaken to international standards, for example, the GSRJ partnered with the
Caribbean Maritime University to undertake its skills training program as part of the ongoing
project.® The CEO of the GSRJ project identified the training component as crucial to the
project’s success.

Further work may be needed to ascertain the market demand for new services. There may
also be opportunities to provide services to non-commercial vessels, for example in the
yachting sector, but further work would need to be undertaken to establish the extent of
Jamaica’s competitive advantage in this space.

3.2.7. Barriers: ecosystem protection and restoration

Many of the benefits of ecosystem protection and restoration - such as increased flood
protection - are difficult to monetize and so may be financed using national or
international public finance. This, for example, is the model being pursued in the project for
blue carbon restoration in southern Clarendon, where financing is provided by the UK’s Blue
Carbon Fund.

However, the emerging landscape of (voluntary) carbon markets and crediting of natural
climate solutions (NCS) may also open up the potential for private sector investment in this
sector. Under these arrangements, developers undertake activities that are able to
demonstrate a quantified reduction in emissions and/or increase in carbon sequestration.
These emission changes, following verification, are reflected as carbon credits, that can then
be sold to a range of different buyers including corporates and others in the voluntary carbon
market; airlines operating under the Carbon Offsetting and Reduction Scheme for International
Aviation (CORSIA) scheme and others facing regulatory constraints on emissions that allow the
use of credit to meet these constraints; or even to countries to help them meet their NDC

4 Anderson (2023). Multibillion-Dollar Shipyard Project Launched. Link.
% Brown (2019). “Ship Repair Company Partners with CMU to Undertake Skills Training Programme”.
Link.
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obligations. The prospect of revenues from the sale of carbon credits may be sufficient to
attract private sector investment to the underlying activity, especially if the ecosystem
protection or restoration also offers additional revenue schemes.>'

While this mechanism has supported significant private sector investment into ecosystem
protection and restoration in recent years, there remain a number of constraints that can
be difficult to overcome®?:

o Credit prices can be volatile and are heavily influenced by policymakers in the
jurisdictions where buyers are located. Investors in ecosystem protection and
restoration projects may be reluctant to be exposed to price risk that it is very difficult
for them to control.

e A number of concerns have been raised about the quality/integrity of the carbon
credits emerging from this process. This could expose investors in these activities to
considerable reputation risk and also lead to a rapid erosion in the value of the credits
generated. This may be particular pronounced for blue carbon activities where there is
currently greater scientific uncertainty surrounding the quantification of emissions
changes from these activities.

o Depending on the specific ecosystem protection or restoration activities undertaken,
there can be a long lag between when the initial activities are undertaken and when
revenues from credit sales can be realized. This may be off-putting to investors who
have competing investment opportunities.

These opportunities (and concerns) regarding carbon credits from ecosystem protection
and restoration could also be relevant for the Government of Jamaica. An alternative model
for generating credits to that discussed above would involve the government taking
responsibility for financing and then delivering the relevant activities and selling the associated
credits. Typically, this would be done at a larger ‘jurisdictional’ scale rather than the project
scale that private sector investors engage. The most likely customers for these credits being
other countries seeking to use the credits to meet their NDC. Such transactions would typically
be undertaken pursuant to Article 6.2 of the Paris Agreement. Under this model, the
Government of Jamaica would need to consider the risks such as price volatility when deciding
whether to engage in this type of initiative. It would also need to ensure that sales did not
impinge on its ability to meet its NDC.

Finally, both public and private investment in ecosystem protection and restoration is
hampered by the lack of natural capital accounting. Natural capital accounting involves
assigning a monetary value to a country’s environmental assets, where this monetary value
captures the ability of the environmental assets to generate a future flow of services that are

> Private sector investment to these activities could also be incentivized through the development
of a domestic payment for ecosystem services scheme.

32 |t is also important that - especially in the voluntary carbon market - credit purchases do not
displace own emission reductions that it is economically and practically feasible for buyers to make
themselves, as this may threaten long-term climate stabilization goals There is growing guidance
and market pressure on buyers - for example, through the Science Based Targets Initiative - to
ensure this.



of importance (have value) to society®®. The absence of natural capital accounts makes it easy
for decision-makers to overlook the importance of natural capital. They may make decisions
that fail to protect an ecosystem that, if a system of natural capital accounts were in place,
would turn out to be value-destroying from the perspective of the country as a whole.

3 Even if that flow of value cannot be monetised.



4, Sovereign finance options

Introduction

There are many areas where additional resources from the Government of Jamaica could
help to advance the country’s blue economy ambitions. This includes resourcing the
development of essential policy frameworks, regulation, standards and enforcement bodies. It
can also invest in specific projects, activities and assets where returns are unlikely to be
sufficient to attract private investor including, for example, some conservation and restoration
activities and public infrastructure relevant to the blue economy.

There is value in exploring innovative financing mechanisms to finance these activities.
Section 3 described the challenging fiscal context in which Jamaica currently operates. This
means that relying on standard budgetary tools (general taxation, borrowing on international
capital markets) to finance these policies and actions may not be feasible; it might risk either
adding too much to Jamaica’s debt servicing obligations or crowding out existing government
spending. This raises the importance of more innovative mechanisms that either provide new
sources of revenue for the government (thereby allowing blue economy spending to not crowd
out other government spending) or that have the potential to not add as much to the country's
debt service obligations as traditional financing approaches. At the same time, the growing
international interest in the blue economy means that an increasing number of such
mechanisms are being designed and implemented.

This section explores four innovative financing mechanisms (in subsections 4.2 to 4.5
respectively):

e Blue bonds.
e Debt for nature swaps.
¢ Dedicated taxation.

e Exploring the blue economy finance initiatives of international development partners.

In addition to options for ‘raising’ new finance, the government can also explore ways to
change the processes by which it ‘spends’ its revenues, so that they better support the
blue economy. Subsection 4.6 looks at how budgetary policymaking tools could be used to
ensure government spending reflects its growing policy commitment to blue economy.

Blue bonds

4.2.1. Description, design options and precedents

Blue bonds are similar to green bonds with the difference being that they are focused on
marine and ocean-based projects rather than climate and environmental projects more
broadly. The bonds can be issued by governments (as well as by development banks or others)
and raise capital from international capital markets in the same way as traditional debt
instruments. However, in order to for them to be classified as ‘blue’, the proceeds of the bond
must be allocated to activities which meet a pre-agreed set of ‘blue’ criteria. These criteria
seek to ensure that the supported projects will support economic, environmental and climate
objectives for the blue economy.



A wide range of different bodies have issued guidelines to support prospective issuers of
blue bonds. This includes UNEP FI,>* the Asian Development Bank,>> UN Global Compact,®® and
the IFC. The IFC’s Guidelines for Blue Finance,* which builds on best practice guidance set out
for green bonds, sets out that the proceeds from a blue bond should be allocated to finance or
refinance activities in the following areas:

1. Water supply

2. Water sanitation

3. Ocean-friendly and water-friendly products
Ocean-friendly chemicals and plastics related sectors
Sustainable shipping and port logistics sectors
Fisheries, aquaculture, and seafood value chain

Marine ecosystem restoration

L N o vk

Sustainable tourism services
9. Offshore renewable energy production

Further guidance to support blue bond issuance is expected in the near future. The
International Capital Market Association (ICMA), UN Global Compact, IFC, ADB and UNEP-FI are
collaborating to draft a global practitioner’s guide on how to use sustainable bonds to provide
and access financing for blue economy projects and strategies.® This guidance is unlikely to
differ substantially from the current IFC guidelines but will likely constitute the most complete
set of blue bond guidance when it is released later in 2023. Of all sustainable bonds issued in
2021, 98% were aligned with ICMA principles illustrative of the influence of ICMA in this asset
class.”

A number of sovereigns have issued blue bonds, with a strong focus on fisheries and
conservation. Increasing marine protected areas (MPAs) to cover 30% of ocean area has been
used as an impact metric for all three of the sovereign issuances in Table 2. For fisheries, the
targets tend to be less concrete with proceeds targeted at improving governance frameworks
and sectoral sustainability in a broader sense. Despite the focus in these two sub-sectors, IDB’s
Invest Blue Bond (I) demonstrates how a much wider range of blue economy activities can also
be eligible for blue bond financing.

> UNEP-FI’s ‘Sustainable Blue Economy Finance Principles’ sets out 14 principles which could be
used as a criteria to judge a project’s suitability for blue bond financing. Link.

% The ADB’s ‘Green and Blue Bond Framework’ sets out criteria for use of blue bond proceeds. Link.
% UN Global Compact’s ‘Practical Guidance to Issue a Blue Bond’ provides a step-by-step guide
around the practicalities of meeting standards, setting KPIs and integrating second party opinions.
Link. Also, UN Global Compact’s ‘Sustainable Ocean Principles’ sets out 9 principles which could be
used as criteria to judge a project’s suitability for blue bond financing. (UNGC, n.d.). Link.

7 |FC (January 2022) “Blue Finance Guidelines - Guidance for financing the Blue Economy, building
on the Green Bond Principles and the Green Loan Principles”, Link.

8 The Economist (2022). “A breakthrough for blue bonds at the UN Ocean Conference”. Link.

% Ibid.
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https://unglobalcompact.org/library/5798
https://d306pr3pise04h.cloudfront.net/docs/publications%2FSustainable+Ocean+Principles.pdf
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Table 2 Fisheries and conservation have been the focus of sovereign blue bond issuances

Seychelles . Barbados IDB Invest Blue
Issuance (2015) Belize (2021) (2022) Bond (1) (2021)

Conservation v v v

Fisheries v v v

Vessel maintenance v
/ repair

Offshore
Renewables

Tourism

Logistics / shipping
WASH

SN NS

Note: The Bahamas also issued a blue bond in 2022 but the use of proceeds is unclear.

Beyond the use of proceeds, design considerations are largely the same as those for the
issuance of a traditional bond. Considerations of fixed versus variable rates and maturities are
driven by the same factors as would the case for traditional debt financing.

Many blue bonds have been issued in collaboration with international financing institutions
(IFIs) and other partners. Indeed, only one government entity issued a blue bond with no
financial institution support between 2018 and 2022 and that was the Chinese Province of
Hainan.®® This support is partly as technical assistance to support the bond design and identify
and provide assurance on the use of proceeds. However, in addition, in some transactions,
guarantees and/or concessional loans have complemented the blue bond issuance to help
reduce the coupon rate on the bond and/or reduce the financing needs met by the bond. This
support helps investors gain comfort with what is a relatively novel instrument and also allows
countries that might otherwise struggle to tap international capital markets to develop blue
bonds. Box 1 gives an example of how different partners supported the issuance of the
Seychelles Blue Bond.

For any specific issuer, it is too early to say if blue bonds benefit from a pricing benefit in
the same way as green bonds can do. Of the 21 blue bonds issued between 2018-2022, 15 had
a fixed rate. The median and mean coupon rates for these 15 issuances were both 3.15% which
is considered to be on par with conventional bond issuances during the period.¢"¢?

0 Bosmans & de Mariz (2023). “The Blue Bond Market: A Catalyst for Ocean and Water Financing”,
Link

1 Bosmans & de Mariz (2023) “The Blue Bond Market: A Catalyst for Ocean and Water Financing”,
Link

2 The extensive use of credit enhancement for blue bonds, despite the evidence that pricing terms
for blue bonds are comparable to standard bonds, reflects the fact that many blue bond issuers
have difficulty access international capital markets.


https://www.researchgate.net/publication/369134774_The_Blue_Bond_Market_A_Catalyst_for_Ocean_and_Water_Financing
https://www.researchgate.net/publication/369134774_The_Blue_Bond_Market_A_Catalyst_for_Ocean_and_Water_Financing

Box 1 - The Seychelles Blue Bond®?

e
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In 2018 the Government of the Seychelles issued the world’s first sovereign blue bond.
The US$ 15 million (J$ 2,262m) issuance had a 10-year maturity and a 6.5% coupon rate. In
order to improve the terms of the issuance, the Seychelles received support from the IBRD,
GEF and the Rockefeller Foundation. The IBRD provided a partial guarantee of USS 5 million
(JS 754m) and GEF provided a concessional loan of USS 5 million (JS 754m) with an interest
of 0.25% which reduced the effective rate for the Seychelles government to 2.8%. The
Rockefeller Foundation granted US$425,000 (JS 64m) in assistance to cover the transaction
costs of preparing and issuing the bond.

Figure 8 The Seychelles Blue Bond was supported by a range of international partners

Component 1: Expansion of sustainable
MPAs (US$ 4.15m)

Component 2: Improved governance of
fisheries (USS 4.15m)

Component 3: Sustainable development
of blue economy (USS 16m)

Blue Bond i
USS 15m Component 4: Project management and

coordination (USS 1m)

The proceeds are largely to be used for conservation activities with eight stated uses:

Expansion of sustainable-use marine protected areas (i.e.to increase the
protected areas to 30% by 2020).

improved governance of priority fisheries
Project management and coordination
Promotion of sustainable practices
Fisheries management planning
Education awareness programs

Stock rebuilding

Refitting fishing vessels

63 CABRI (2019). “Blue Bond: The Seychelles Experience”. Link.



https://www.cabri-sbo.org/uploads/files/Documents/Session-3-Presentation-of-Dick-Labonte-Seychelles.pdf

The Seychelles bond has been widely cited as a success. The island nation achieved their
30% protection goal by 2020 partly through making use of the proceeds raised through the
bond.

4.2.2. Opportunities and challenges

There are a number of potential benefits from the Government of Jamaica pursing a blue
bond issuance:

Signal of support to blue economy. A blue bond issuance would represent an
important way for the government to demonstrate that it is committed to the blue
economy. This will, in turn, provide greater confidence to the private sector, as well as
the government’s international partners, that could catalyze further investment and
support in the future.

Investor diversification. Blue bonds can provide Jamaica with an opportunity to tap
into a set of ESG conscious investors who may not be interested in other forms of
Jamaican debt.

May benefit from a price discount. The limited number of issuances to date makes this
uncertain at present. However, it has been estimated that green bonds generate a
pricing discount for developing countries of around 11.55 basis points driven by the
strong investor interest in the instrument.%

Blue bonds can raise substantial levels of capital. Compared to some of the
alternative blue economy financing mechanisms discussed below, the potential
proceeds are significant. The mean size of blue bonds issued between 2018 and 2022
was USS 193 million (JS 29,102m) with the largest raising just under USS 1 billion (J$
151b).% However, the size of the capital raise will largely depend on the extent to
which the issuer can identify eligible activities.

Increasingly mature product. With over 20 blue bonds having been issued in the past 5
years, the product is becomingly increasingly well understood by investors and this
could help reduce transaction costs compared to those that have been seen in the past.

They can be used to finance debt-for-nature swaps. These are discussed in section
4.3 below.

At the same time, a humber of challenges need to be taken into account:

%4 Ando et al. (2023). “How Large is the Sovereign Greenium?”, Link.
% Bosmans & de Mariz (2023). “The Blue Bond Market: A Catalyst for Ocean and Water Financing”,

Link.


https://www.imf.org/en/Publications/WP/Issues/2023/04/07/How-Large-is-the-Sovereign-Greenium-530332
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e Project pipeline. It may be challenging to develop a concrete project pipeline suitable
for effective deployment of the resources raised via a blue bond issuance. Designing
eligible projects requires technical expertise in both the relevant sector and in
sustainable bond financing.

e Lack of standardized definitions. While the IFC’s Guidelines for Blue Finance is
perhaps the most widely used set of blue bond guidelines and definitions, it is not
ubiquitous. This can mean that there is a risk that activities identified in a blue bond
prospectus may not be well-received by investors. Further market standardization is
expected later this year, as discussed above.

* Regulatory compliance. The monitoring which is required to ensure that the use of the
bond proceeds is both transparent and complies with industry good practice principles
can be resource intensive and requires a high level of technical capacity. There may
need to be development of appropriate national regulatory and institutional
arrangements to manage these requirements and ensure a highly-credible issuance
which boosts Jamaica’s blue economy visibility and reputation.

e Reliance on IFls. The above factors mean that blue bond issuance often requires
complementary support from development partners, which may reduce the discretion
available to the government or increase procedural costs.

¢ Debt sustainability. Despite the possibility of lower financing costs than standard bond
issuance, this would still represent an increase in the Government of Jamaica’s
liabilities. It would need to be assessed carefully for consistency with the country’s
overall macroeconomic framework.

Debt for nature swaps

4.3.1. Description, design options and precedents

Debt for nature swaps tackle dual challenges of debt sustainability and increasing
investment in climate and conservation. The broad mechanism for the swaps is that one or a
series of creditors forgives a portion of a debtor nation’s debt in exchange for their
commitment to using a portion of the savings to fund climate / conservation projects, which
may be focused on the blue economy. There are two main models of debt for nature swap
models: a bilateral mechanism and a trilateral mechanism.

A bilateral mechanism works involves loans provided by specific, typically official,
creditors. Under this model, the creditor partly forgives sovereign debt payments with (some
of) the avoided debt service payments transferred to an escrow account where they are then
used to fund eligible projects and activities. A debt for nature swap of this type was previously
agreed between the US government and the Government of Jamaica, leading to around US$ 21
million of savings which helped establish the Environmental Foundation of Jamaica. Variants of
this model would involve refinancing debt at lower interest rate or in local currency rather
than full cancellation. As described in section 3.1 around 25% of Jamaican government debt is
held by bilateral or multilateral creditors which would be the most suitable debt for this type
of swap.



A trilateral mechanism has been popularized by The Nature Conservancy (TNC)® and other
NGOs. The central difference between this mechanism and the bilateral version is that a
trilateral swap involves the restructuring of commercial debt rather than official debt. The
mechanisms is set out step by step in Figure 9 as follows: (1) an NGO raises funding from
environmental, social, and governance (ESG) investors (loans and/or grants), potentially
through issuing using a blue bond; (2) Funding is on-lent to a special purpose vehicle (SPV); (3a)
The SPV funds agreed-on projects, and (3b) simultaneously provides a loan, at relatively low
rates, to the government, which (4, 5) the government uses to buy back bonds from
commercial creditors which it then does not expect payment of. Finally, (6) the lower debt
service costs for the government flows back to (6) the SPV, (7) the NGO, and (8) the investors
providing the original funding. Some of it may also be retained by the government to enhance
its debt sustainability. Box 2 describes how this model was used in Belize.

Figure 9 Trilateral debt-for-nature swaps involve NGOs reducing debt servicicing costs associated with
international bonds

1. Raise money g Bgy (distressed)
onds

Debtor _ Commercial
Donors _ Government (e Creditors

8. Repay 2. Extend 7.Repay 3b.Lloanto 6. Debt 5. Sell
investors finance finance  government service bonds

Special Purpose Vehicle
(SPV)

3a. Fund
projects

Conservation Projects

ESG )

Investors /

The sponsors of debt-for-nature swaps have a strong interest in marine conservation,
especially supporting the development and enforcement of Marine Protected Areas (MPAs).
This means they are unlikely to be relevant to other areas of the blue economy.

Box 2 - TNC Debt for Nature Swap in Belize®”

In 2021, TNC conducted a debt for nature swap with Belize which reduced the country’s
external debt by 10% of GDP. A TNC subsidiary lent funds to Belize to buy back the
government’s entire stock of external commercial debt, USS$ 553 million (JS$ 83,387m) and
equivalent to 30 percent of GDP, at a discounted price of 55 cents per dollar. It financed this
by issuing USS 364 million (JS 54,888m) in blue bonds. The bonds have a 10-year grace period
and a maturity of 19 years. The favorable terms were, in part, due to the US government’s

% TNC (2021). “Blue Bonds: An Audacious Plan to Save the World’s Ocean”. Link.
57 IMF Article (4™ May 2022). “Belize: Swapping Debt for Nature”, Link.
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development bank, the International Development Finance Corporation (DFC), providing
insurance.

In return, Belize agreed to almost double its MPAs from 15.9% of its oceans to 30% by
2026. A goal far more ambitious than the 30 by 30 target advocated by the Ocean Alliance®.
USS 4 million (JS 603m) a year will be spent on marine conservation until 2041 with an
endowment fund of USS 23.5 million (JS 3,544m) financing conservation after 2040. All of
these funds were generated by savings made during the debt restructuring.

The international experience with trilateral debt swaps identifies some additional design
features that can be considered:

e Tax incentives. Providing national corporations with tax incentives for contributing to
the SPV can both increase fund raising and encourage private sector buy in. As an
example, in the Seychelles, large national corporations can receive an offset of 0.25%
of their CSR tax liability against donations or sponsorships against any donations they
make to SeyCCAT (the SPV associated with their TNC debt restructuring).

¢ Legal independence of SPV. Many sponsors of debt for nature swaps prefer
arrangements where the SPV is clearly and legally independent from the government’s
core budget.

e Consistency with conservation and climate plans. Linking the activities/projects of
the SPV to commitments embedded in National Adaptation Plans (NAPs), NDCs and the
SDG commitments can help ensure the credibility of the overall arrangement®®.

4.3.2. Opportunities and challenges
Debt for nature swaps provide a number of potential opportunities for Jamaica.

e Support for debt sustainability. On top of their ability to unlock additional blue
finance, swaps can also be a key tool for debt refinancing in credit constrained
environments. This is particularly relevant for Jamaica given the macroeconomic
context and financing constraints described in section 3.17°,

% Oceans 5 (n.d.). “30X30 Ocean Alliance”. Link.

% In recent years, there has been growing interest in moving beyond project-based swap
arrangements, where the additional resources are allocated to individual projects that align to
national plans, to more programmatic arrangements where the additional resources can be
allocated to a wide range of activities consistent with an overarching commitment. This is seen as
helping to reduce the transaction costs associated with traditional swap transactions. However, to
date, there have been no examples of such programmatic swap arrangements. They are likely to be
more feasible in relation to climate action (generally) where the NDC can provide the overarching
commitment. See Chamon et al (2022) Debt-for-Climate Swaps: Analysis, Design, and
Implementation, IMF Working Paper, WP/22/163. Link.

0 IMF article (8" February 2023). “IMF Executive Board Concludes 2022 Article IV Consultation with
Jamaica”, Link.
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Strong track record. A number of debt to nature swaps have been successfully
conducted in recent years providing confidence that the structure is practical and
operationalizable. These include swaps in Belize and Barbados. This also means that
there are a series of partners, most notably TNC, with a proven track record of
delivering blue debt for nature swaps in the region who can support with technical
expertise and guidance.

Mainstream blue economy. The prospect of improved debt sustainability can act as an
incentive to further mainstream considerations of blue economy within a debtor
country.

However, it also brings a series of challenges:

Difficulties in agreeing the terms of the swap. Especially in the case of bilateral
swaps, it may be difficult to get the agreement of creditors. One of the reasons for this
difficultly is that, creditors who agree to a swap arrangement at discounted prices are
effectively providing a subsidy to those creditors who are not part of the agreement (as
those not part of the agreement will be more likely to have their debt repaid in full).
This is leads to somewhat of a prisoner’s dilemma where creditors expected return is
highest if they don’t participate in the swap. These challenges will be particularly
acute if potential creditors anticipate that Jamaica will have difficulty committing to
the conservation activities into the longer term.

Technical capacity. Considerable technical expertise is required for developing an
eligible program pipeline, designing financial mechanisms associated with the swap and
monitoring project implementation. This in turn leads to high transaction costs which
can be especially high in the case of trilateral arrangements. For example, in the case
of Belize, transaction costs reached USS 85 million (J$ 12,817m), which is roughly
equivalent to 15% of the debt which Belize was able to refinance as part of the swap.

Credit rating. In some instances, a debt for nature swap may increase a debtor’s credit
rating. Debt relief / restructuring can signal poor fiscal management which can have
implications for the perception of creditworthiness during future borrowing attempts.
Previous OECD research suggests that debt for nature swaps should not be proposed if
the overall macroeconomic situation in the country is improving and the external debt
level is not unsustainable (by IMF criteria) - as is the current case in Jamaica - as it can
affect the credit rating position of the country and increase the cost of future
borrowings.”!

Restricted use of proceeds. Finance generated by debt for nature swaps is almost
exclusively allocated to marine conservation efforts which limits the relevance of this
tool for Jamaica’s blue economy ambitions as a whole.

Dedicated taxation

71 OECD (2007). “Environmental Finance - Lessons Learnt from Experience with Debt-for-
Environment Swaps in Economies in Transition”, Link.
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4.4.1. Description, design options and precedents

Levying new taxes or fees and ring fencing the proceeds for blue economy uses is another
potential source of blue finance. These taxes and fees can either be an additional levy on an
already taxed activity like tourism, or they could be levied on previously untaxed activities.

In cases where an activity is already taxed, an additional levy is likely to be preferable to
earmarking existing revenues. Reallocating an existing budget allocation carries significant
political economy challenges and so a new tax or fee where revenues can be allocated towards
supporting the blue economy represents a more straightforward source of financing.

Tourist taxes are already popular in the region, but they remain largely untapped as a
source of blue financing. Tourist taxes are ubiquitous across the Caribbean, either on arrival,
departure or on the tourist activities such as car rental or hotel stays. For example, Jamaica
already levies a total of USS 55 (JS 8,293) in arrival and departure taxes per airline passenger
(USS 20 (JS 3,016) on arrival and USS 35 (J$ 5,278) on departure) which raised USS 164 million
(J$ 24,730m) in 201972, However, both in Jamaica and elsewhere in the region, these proceeds
are rarely ringfenced for blue economy. Box 3 explains how Palau has been able to effectively
use an environmental fee on incoming tourists to fund their blue economy.

Additional tourism taxes could be considered but could be difficult to implement given
concerns about the impacts on tourism demand, especially in the aftermath of the damage
caused by the Covid-19 pandemic to this sector. Jamaica’s tourist taxes are already
relatively high amongst its peers and so additional tourist taxation could risk reducing
demand.”? Indicatively, a meta-analysis of 1,200 price-elasticity estimates found that the
average price-elasticity of demand for tourists was -1.281,”* meaning that a unilateral 1%
increase in prices is associated with a 1.281% decrease in demand. Using this figure, it can be
estimated that an additional USS 10 (J$ 1,508) of tourist taxation could lead to a 0.9% decrease
in demand.”

Box 3 Palau’s Pristine Paradise Environmental Fee (PPEF)

Palau provides an example of how substantial blue and green finance can be raised using
a visitor fee. Palau’s pristine paradise environment fee of USS 100 (J$ 15,079) is included in
the price of every international airline ticket into the Republic of Palau.”® From the USS$ 100
(J$ 15,079) collected, the funds are allocated as follows:”’

e Fisheries Protection Fund - 10%

2 OECD (2019). “Details of Tax Revenue - Jamaica”. Link.

73 |bid.

74 Peng et al (2014) “A Meta-Analysis of International Tourism Demand Elasticities”, Link.

75 By dividing the increase in taxes by the average spend per tourist to estimate the percentage
increase in prices associated with the tax, the price-elasticity can be used to estimate the impact
on the number of visitors. In 2021, the average spend per visit was USS 182 per night for 7.9 nights =
US $1,438, USS 10 would represent a 0.7% increase in this spending and 0.7% multiplied by the
elasticity of 1.281 = 0.9%. (Source)

76 Caribank (2018). “Financing the Blue Economy: A Caribbean Development Opportunity”. Link.

7 Government of Palau (2017). “Tenth Olbiil Era Kelalau”. Link.
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https://issuu.com/caribank/docs/financing_the_blue_economy-_a_carib/74
https://www.palaugov.pw/wp-content/uploads/2017/04/RPPL-No.-10-02-re.-Amendments-to-Environmental-Impact-Fee.pdf

e State budgets -12.5%

e National treasury (general budget) - 47.5% (25% earmarked for airport operations and
maintenance)

e Green fee -30%

The green fee goes into a national account managed by the Protected Area Network Fund
(PANF) which is run by an independent non-profit organization called the PAN Fund. The
resources generated by the green fee are managed by the Fund, and used to finance
conservation projects in both terrestrial and marine environments in Palau.

The Fisheries Protection Fund also directs funds collected though the PPEF towards
supporting the blue economy. The fund aims to provide sustainable financing for
surveillance, enforcement, training, administration, and eco-tourism in the Palau National
Marine Sanctuary (PNMS). The Fisheries Protection Fund received almost USS 2 million (JS
302m) from PPEF collections during the PPEF’s first two years of existence.”®

Palau is also looking to further augment the contribution of tourists to the blue economy by
developing a carbon offset system which allows visitors to offset the emissions associated
with their tourism activities by funding blue carbon initiatives. They estimate that the
program could raise over USS$ 1 million per year which would be roughly equivalent to the
amount of revenue currently raised by the PPEF”°.

New environmental taxes represent an alternative, and potentially substantial, source of
finance towards the blue economy while also helping the GoJ achieve its climate goals. The
proceeds of a carbon tax, or the taxation of environmentally damaging activities like waste
collection and water abstraction, could be ring fenced for the financing of blue economy
projects. For example, it has previously been estimating that replacing existing fuel taxes in
Jamaica with a carbon tax of USS$ 35 (J$ 5,278) could raise an additional 0.4% of GDP in
revenue.® The current fuel tax regime does not tax the use of each fuel on the basis of its
carbon intensity. This means that certain fuels, particularly those used by industry, are
undertaxed from an emissions perspective. Aligning the tax rate with the emissions generated
by the use of the fuel through a moderate carbon tax of US$ 35 per tCO.e®' (J$ 5,278) would
both streamline the tax system and generate additional revenues which could be directed
towards supporting the blue economy.

Jamaica already has experience of using environmental taxation to fund the blue economy
through its conch export levy. The levy requires exporters of conch to pay US$ 0.50 (JS$ 75)
per pound of conch exported and the revenues are used to fund the Fisheries Management and
Development Fund. Among other things, the fund supports the monitoring and surveillance of

78 PIPAP (2020). “Fisheries Protection Trust Fund approaches $3 million”. Link.

79 El Chais (2020). “Project to make Palau a carbon neutral destination launched by Palau Bureau of
Tourism, Sustainable Travel International and Slow Food". Link.

8 OECD (2021). “Taxing energy use for sustainable development”. Link.

81 USS 35 is a low-end estimate of the climate damage caused by each tonne of CO2 emitted. Ibid.
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Jamaican waters to prevent poaching and the sustainable management of fish sanctuaries. In
2016, the levy raised close to USS$ 64 million in revenue®?.

4.4.2. Opportunities and challenges

There are two main attractions from the use of dedicated taxation to support the
Government of Jamaica’s blue economy efforts:

Taxes and fees can be imposed unilaterally. Unlike the other mechanisms in this
section, implementing taxes and fees does not rely on external support from
international institutions or investors.

Relatively modest taxes could lead to substantial revenue increases. A USS 35 per
tCOze (JS 5,278) carbon price which replaces existing fuel taxes could raise an
additional USS 59 million (JS 8,897m) per year. An additional USS 10 per overnight
visitor (J$ 1,508) increase in the tourist tax might raise around US$ 24.8 million (JS
3,736m) per year.®

However, the introduction of dedicated taxation may need to deal with a key challenge.

Political economy concerns. Both environmental and tourist taxes may be difficult to
achieve politically. In the case of environmental taxes, this comes with the same
challenges as any tax rise would and would also require negotiations with the private
sector. Increasing tourist taxes could lead to concerns around the impact this would

have on demand, especially as the sector is still recovering from the impact of the
Covid-19 pandemic.

International development partners
4.5.1. Description, design options and precedents

The blue economy is becoming a priority area for DFls, multilateral funds and bilateral
funds alike. The ADB estimates that international aid for ocean conservation and climate

action grew from under USS$ 0.6 billion to USS 3.5 billion (JS 90b to JS 528b) between 2013 and

20198, Furthermore, grant funding has grown as a proportion of total flows from 31% to 58%
over the same period which is likely to be particularly attractive for the government. Since
2019 commitments appear to have increased yet further with the US and the EU committing

82 JIS (2016). “Fisheries Management Fund in Healthy Position”. Link.

8 |bid.

The estimate of USS 24.8 million is based on the 2.5 million overnight visitors which Jamaica
received in 2018 and the 0.9% decrease in demand associated with an additional US$ 10 tax
estimated in Section 4.4. Phang et al. (2023). “A review of the blue economy, potential, and
opportunities in seven Caribbean nations pre-COVID-19”. Link.

84 ADB Institute (2022) “Blue economy and blue finance - Toward Sustainable Development and
Ocean Governance”, Link.
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USS 6 billion and USS 0.9 billion (JS 905b and JS$ 134b) to protect the world’s oceans
respectively in the first quarter of 2023%.-

Jamaica has already been the beneficiary of blue finance from development partners in a
number of areas. Section 2.4 sets out key examples where Jamaica has already been able to
harness international funding sources. However, there are opportunities for Jamaica to both
make use of a wider range of funding sources as well as to extend the sectoral focus of those
funding sources that it has already been able to access. The discussion below focuses on
multilateral funding sources and bilateral partners, as these are likely to offer blue economy
financing on the most attractive terms. As noted below, on many occasions these funds may be
implemented by international DFls and, on occasion, these resources can be blended with the
conventional financing that these DFls provide.

4.5.2. Multilateral sources

In 2019, over 98% of blue finance in the region stemmed from multilateral sources.® The
primary sources of multilateral blue finance to the Caribbean region are broad climate funds
like the GCF or GEF and DFIs’ in-house blue/climate trust funds such as PROBLUE.

Most funds or facilities focus their support on a few areas of the blue economy where they
have expertise. The most relevant sources, their areas of focus, and their funding context are
set out in Table 3.

Table 3 A range of multilateral funds could offer financing to the Jamaican government to support its
blue economy efforts?’

Amount (funding Eligible BE sub-

Fund (Type?®) Access arrangements®°

horizon)?® sectors

Marine energy,

ili Jamaica has alread
g:z I;E:]tl;ie::tfility U5 300 (NA) | coastal / marine accessed US$764 m?llion92. It
91 J$ 7.540b development and b ibl I
Trust” (L) (J$7, ) may be possible to allocate

protection. some of the funding agreed

8 Vallecillos & O’Boyle (2023). “U.S. details $6 billion in pledges for climate, ocean investments”.
Link.

8 Author’s calculation based on US$ 6 million in bilateral funding (Link) and US$ 387 million in total
funding (Link).

87 In this section we have focused on (a) concessional financing which is targeted at the blue
economy and (b) the largest sources of concessional financing for the wider climate agenda. There
are also likely to be smaller funds and facilities which may support individual sub-sectors of the
blue economy. Renewable energy support which could be used to fund marine renewables is a prime
example of this.

8 G = Grants and L = Concessional loans.

8 Amount refers to the fund’s level of capitalisation unless otherwise specified.

% In cases where individual ministries or departments can apply directly to the funds and facilities
listed here, they would still have to obtain MOFPS approval before doing so in line with Jamaican
government processes.

9" Gupta & Brown (2023). IMF Lending Under the Resilience and Sustainability Trust: An Initial
Assessment. Link.

9 |MF (2023). Jamaica: Request for an Arrangement Under the Precautionary Liquidity Line and
Request for an Arrangement Under the Resilience and Sustainability Facility. Link.


https://www.reuters.com/world/us/us-details-6-bln-pledges-climate-ocean-investments-2023-03-03/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1139595/Blue_Economy_Financial_Flows_Caribbean_Region_2022.odt
https://www.adb.org/sites/default/files/publication/812076/blue-economy-and-blue-finance-web.pdf
https://www.cgdev.org/publication/imf-lending-under-resilience-and-sustainability-trust-initial-assessment
https://www.imf.org/en/Publications/CR/Issues/2023/03/07/Jamaica-Request-for-an-Arrangement-Under-the-Precautionary-Liquidity-Line-and-Request-for-530707

towards blue economy
priorities.

PROBLUE®? (G)

USS 200m (N/A)*
(J$ 30,158m)

All except maritime
transport

‘Relevant federal ministry’
i.e. PIOJ submits proposal.

Ocean Risk and
Resilience Action
Alliance®® (G)

US$ 500m (2030)
(J$ 75,395m)

Coastal / marine
ecosystem
protection and
restoration, coastal
development &
fisheries.

Any public sector entity can
directly submit a proposal.
See Box 4 for more details.

Global Fund for
Coral Reefs’® (G &
L)

US$ 500m (2030)
(J$ 75,395m)

Marine ecosystem
protection and
restoration

Public and private entities
can directly submit
proposals. See Box 6 for
more details.

Global
Environment
Facility

(GEF) (primarily
G)

Max USS
11.5m% (2026)

(JS$ 1,734m)

Marine energy,
coastal
development and
protection.

‘Operational Focal Point’
collaborates with GEF
partner agency (such as IDB
or World Bank) to develop
project pipeline

Green Climate

US$ 10.2b (N/A)

Marine energy,

Accredited agency submits
proposal. This may either be
an international accredited

(AF) (G)

20m (N/A)®

Coastal / marine
ecosystem

08 coastal entity such as the World
E;md g e (J$ 1,538b) development and Bank, UNEP, UNDP etc. or a
protection. nationally accredited entity.
JSIF is Jamaica’s accredited
entity.
Adaptation Fund Max USS Accredited entity (PIOJ)

submits proposal

9 World Bank (n.d.). “PROBLUE”. Link.

PROBLUE exclusively provides funding and technical assistance for capacity building and governance
strengthening purposes.

% Jamaica has already received substantial support from PROBLUE and so further funding from the
facility would likely only be given to strong proposals which offer synergies with existing World Bank
projects in Jamaica and the potential for scalability.

% ORRAA (2022). “Action Report for 2022”. Link.

% GFCR (2023). “Global Fund for Coral Reefs”. Link.

97 Jamaica’s GEF-8 allocation. GEF (2022). “Initial GEF-8 STAR Country Allocations”. Link.

% GCF (2022). “Green Climate Fund Board streamlines access to finance in major accreditation
review USD 187.7 million also approved for new climate projects”. Link.

99 USS 20m is available per country with each project having a maximum of US$S 10m. Adaptation
Fund (2021). “Adaptation Fund Doubles the Amount of Funding Countries Can Access, Enhancing
Access to Climate Finance Among Most Vulnerable”. Link.



https://www.worldbank.org/en/programs/problue
https://oceanriskalliance.org/wp-content/uploads/Action-Report-2022-24-Feb-2023-FINAL.pdf
https://globalfundcoralreefs.org/
https://www.thegef.org/sites/default/files/documents/2022-07/EN_GEF_C.63_Inf.05_Initial%20GEF-8%20STAR%20Country%20Allocations__0.pdf
https://www.greenclimate.fund/news/green-climate-fund-board-streamlines-access-finance-major-accreditation-review-usd-1877-million
https://www.adaptation-fund.org/adaptation-fund-doubles-the-amount-of-funding-countries-can-access-enhancing-access-to-climate-finance-among-most-vulnerable/#:~:text=Washington%2C%20D.C.%20(April%208%2C,can%20access%20from%20the%20Fund.

(JS 1,508m) protection and
restoration.

Other coastal and island nations have shown how the multilateral funds listed in Table 3
could be used to fund new blue economy opportunities in Jamaica.

» In Cabo Verde, PROBLUE has committed US$ 5 million (J$ 755m) in investment
between 2022 and 2025 to increase diversity and sustainability of the country’s
tourism sector.'® The PROBLUE funded activities are part of a wider World Bank
project which will also fund the rehabilitation of key tourist infrastructure.

e ORRAA is partnering with TNC to develop the first blue carbon initiative in The
Bahamas.'"' The initiative is set to allow corporations to offset their carbon footprint
by purchasing ‘Blue Carbon Resilience Credits’. The proceeds from these credit sales
will be used to support resilience by reducing flooding in highly vulnerable coastal areas
through the conservation and restoration of coastal wetlands.

» Fiji has been a recipient of US$ 10 million (J$ 1,508m) in grant funding from GFCR
to improve the state of almost 50,000 hectares of coral reefs.'”? Over the project’s
10-year horizon (2021-2030), the funding will be used to establish a local facility to
incubate a pipeline of reef-positive business models, encourage reef-positive
agricultural practices and support management of Fiji’s MPAs.

e A GEF funded initiative in Palau will support the country’s fisheries and aquaculture
sector to integrate biodiversity considerations into management.'® The USS$ 1.5
million (J$ 226m) grant will fund technical assistance to integrate biodiversity into legal
and institutional frameworks as well as pilots of nhew and innovative approaches to
aquaculture which conserve marine biodiversity.

« Between 2015 and 2020, Belize received US$ 5.5 million (J$S 829m) in funding from
the Adaptation Fund to strengthen the climate resilience of the Belize Barrier Reef
System.'™ The funds were used to both expand and improve protection areas and
promote viable alternative livelihoods among fishing communities affected by the
protection measures.

Box 4 The Ocean Risk and Resilience Action Alliance (ORRAA)'%5

The Ocean Risk and Resilience Action Alliance (ORRAA) aims to drive US$ 500 million (J$
75,395m) of investment into pioneering, piloting, and scaling innovative finance

190 World Bank (2022) “Resilient Tourism and Blue Economy Development in Cabo Verde Project
(P176981) - Implementation Status & Results Report”, Link

101 ORRAA article, Link

102 GFCR (2021) “2021 Action Report”, Link

103 GEF project page, “Facilitating biodiversity conservation by enhancing aquaculture policy,
planning, management, and production”, Link

104 Adaptation Fund (30t March 2021) “Belize Marine Conservation and Climate Adaptation Project
(MCCAP): ID-131408 - Project Completion Summary”, Link

195 ORRAA (n.d.). “What we do”. Link.



https://documents1.worldbank.org/curated/en/099345010112233239/pdf/P176981014f4cd08c0b1f90cf00c3d7af51.pdf
https://oceanriskalliance.org/project/capturing-the-value-of-coastal-wetlands-through-blue-carbon-resilience-credits/
http://globalfundcoralreefs.org/wp-content/uploads/2022/06/GFCR_Annual-Report-2021_June24_.pdf
https://www.thegef.org/projects-operations/projects/10907
https://www.adaptation-fund.org/projects-document-view/?URL=https://pubdocs/en/933551624284829055/55-MCCAP-Completion-Summary-Final.pdf
https://oceanriskalliance.org/what-we-do/

products that invest in coastal resilience. The alliance is the only multi-stakeholder
alliance working in ocean finance that brings insurers, banks, governments, academia and
civil society together. The alliance focuses on four key areas: sustainable livelihoods, coastal
protection, ocean-based renewable energy, and marine biodiversity conservation.

The alliance is supporting the development of a pipeline of investible finance and
insurance product through three work streams:

e Financial Innovation - Projects in this area include micro to macro-insurance
tools, building financial literacy within coastal communities, blue carbon and
resilience credits and technological applications. Projects can be at any stage of
the development cycle but their solutions should be replicable and scalable to
deliver systematic change - seeding the development of investment grade
projects that can be applied across different sectors and regions.

e Science & Research - Supporting research and modelling on ocean risk and
resilience to inform financial innovation and policy action.

« Policy & Governance - By acting as a connector and catalyst for cross-sector
collaboration, the alliance aims to inform, advance and drive global action to
address ocean risk and improve coastal resilience.

Eligibility criteria varies between calls for proposals. ORRAA’s most recent call for
proposals, financed by the UK’s Blue Planet Fund, is providing grants of up to USS$ 500,000
(JS 75m) to test, pilot and scale community-led finance and insurance products that build
coastal and ocean resilience'®. These grants are only eligible for public-sector led
endeavors.

4.5.3. Bilateral sources

The total flow of bilateral funding into the Caribbean blue economy was just US$ 5.4
million (J$ 814m) in 2021'%7, The total bilateral funding pool remains limited and, over the
past decade, Jamaica has received only 4%, which is a smaller percentage than its proportion
of regional GDP. This suggests that there is room for Jamaica to increase their share of this
funding stream if they are able to develop an appropriate project pipeline.

Bilateral donor funding tends to provide relatively small amounts of fund making it best
suited for pilot projects or for technical assistance especially related to legislative,
regulatory and institutional aspects of the blue economy. Between 2012 and 2021 87% of
bilateral ODA blue economy investments in the Caribbean were under US$ 500,000 (J$ 75m)'8,

Japan accounts for almost half of the bilateral donor flows into the Caribbean blue
economy. Between 2012 and 2021, Japan was by far the largest provider of project-based
funding with the remaining 51% made up of European governments (40%) and other nations

196 ORRAA (2023). “ORRAA UK Blue Planet Fund Call for Proposals”. Link.
107 UK FCDO (2022). “Blue Economy Financial Flows: Caribbean Region”. Link.
108 |bid.


https://oceanriskalliance.org/resource/orraa-uk-blue-planet-fund-call-for-proposals/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1139595/Blue_Economy_Financial_Flows_Caribbean_Region_2022.odt

(11%). However, there are three specific UK-funded facilities are currently looking to increase
bilateral investment in the Caribbean’s blue economy:

« UK Blue Carbon Fund.'®® The Fund provides both technical assistance and blended
finance in support of the development of blue carbon markets across the Caribbean and
Latin America. The support seeks to promote the sustainable management,
conservation and restoration of mangrove habitats and to provide local communities
with a sustainable income and assist in moving low-income countries towards low-
emission, climate-resilient development. The Fund has yet to allocate USS 7.5 million
(JS 1,136m) of its initial USS 18.9 million (JS 2,851m) budget and is set to run until at
least the end of 2024.

» Ocean Country Partnership Programme (OCPP)."'® The OCPP provides technical
assistance to support partner countries to strengthen marine science expertise, develop
science-based policy and management tools, and create educational resources for
coastal communities. The programme has USS 74 million (J$ 11,154m) in funding and is
set to run until at least 2025.

» UK Caribbean Infrastructure Fund (UK-CIF).""" The UK-CIF provides grants to build
new economic infrastructure in the Caribbean. The blue economy sub-sectors which are
eligible include sea defenses, seaports, water/sanitation/wastewater, irrigation and
offshore energy. The Fund has yet to allocate USS 175 million (JS 26,440m) of its initial
USS 479 million (JS 72,297m) budget and is set to run until at least 2026.

The United States has recently committed US$ 6 billion (J$S 905b) to address threats to
address threats to the planet’s oceans. "2 Up to US$ 8.6 million has been explicitly
earmarked for the Caribbean region but there are likely to be further opportunities for Jamaica
to access pockets of this finance as further details of how the funds will be spent become
clearer over the coming months.

4.5.4. Opportunities and challenges

There are a number of attractions for the Government of Jamaica making use of
concessional support from development partners to support the growth of the blue
economy:

¢ No/low financing burden. Grant and concessional funding expands the budget for the
blue economy at lower fiscal cost than most other sources of finance.

e Technical assistance. Many of these funding sources combine financing with expertise
and technical assistance alongside financial support. This can increase the probability

109 DEFRA (2023). “UK Blue Carbon Fund”. Link.

110 DEFRA (2023). “Ocean Country Partnership Programme (OCPP)”. Link.

"1t should be noted that, to date, Jamaica has already received the highest allocation of UK CIF
resources in the region and so it may be challenging to access further finance via this mechanism.
UK FCDO (2022). “UK Caribbean Infrastructure Fund”. Link 1.

UK aid (n.d.). “The UK Caribbean Infrastructure Fund”. Link 2.

12 U.S. Mission Panama (2023). “U.S. delegation announced 6 billion USD in commitment to address
threats to our ocean”. Link.


https://devtracker.fcdo.gov.uk/projects/GB-GOV-7-ICF-PO008-UKBLUECARBONFUND/summary
https://www.gov.uk/government/publications/blue-planet-fund/ocean-country-partnership-programme-ocpp
https://devtracker.fcdo.gov.uk/projects/GB-1-205157/summary
https://www.caribank.org/sites/default/files/publication-resources/The%20UK%20Caribbean%20Infrastructure%20Programme%20Brochure.pdf
https://pa.usembassy.gov/u-s-delegation-announced-6-billion-usd-in-commitments-to-address-threats-to-our-ocean-doubling-last-years-pledge-at-eighth-our-ocean-conference/

that any specific assets or projects will be successful and can also enhance capacity
within the government, supporting long-term sustainability.

Dedicated focus on the blue economy. The initiatives identified above provide explicit
support to (parts of) the blue economy. This reduces/eliminates the risk that funding
may be diverted to other activities.

It also comes with a number of challenges or constraints:

Restricted eligibility for certain areas of the blue economy. Some areas of the blue
economy that are important to Jamaica, such as ocean transport may not be eligible for
funding from these sources.

Small scale. Many of these sources, especially those from bilateral agencies, offer only
relatively small amounts of funding, limiting their use cases.

Competitive application process. In cases where funding is allocated competitively,
competition can be fierce and so requires a high level of technical capacity and a
considerable investment of resources to be successful.

Competing domestic priorities. For donor resources which are available for climate
projects more broadly rather than just for the blue economy, applicants also need to
compete for funding with other climate programmes on the domestic agenda.

Transaction costs. The application processes as well as the monitoring and evaluation
required for donor funded projects can lead to high transaction costs which for, smaller
projects, may not be sufficiently outweighed by the benefits generated.

Other options to improve sovereign flows of finance

towards blue economy

As well as exploring options to raise additional public finance for the blue economy,
Jamaica can also harness tools to improve the way it spends budget on blue economy
objectives. These tools apply regardless of the source of the budgetary resources and are all
focused on mainstreaming blue economy considerations into public financial management. In
all cases, they can be expected to generate useful information about the blue economy and
raise awareness of its importance within budgetary policymaking. These benefits will need to
be traded off against the additional human resources they require, and the additional
complexity that they would introduce into the process of setting and executing budgets.

The first step in this process could be the development of a blue economy public
expenditure review (PER). Public expenditure reviews provide a baseline for understanding
the extent to which public budgets are supporting a particular cross-cutting priority and the
extent to which current efforts may or may not fall short of what is required. They are well-
established in relation to climate change where countries as diverse as El Salvador, Colombia,
Tanzania, Bangladesh, Philippines and a range of Pacific Islands have undertaken such



reviews''3. They are now also being applied to the blue economy with countries such as
Bangladesh exploring their utility in relation to the blue economy.

A recent World Bank Guidance Note highlights the key methodological stages of a blue
economy PER"™, Figure 10 illustrates these steps. Following an assessment of the appropriate
scope for the review and basic institutional set-up, the work quantifies government spending
on the blue economy and then scrutinizes this from the perspective of whether spending is
adequate and promotes sustainability, whether it is spent effectively and efficiently, and
whether it promotes equity. It also considers whether accountability mechanisms related to
government spending in the blue economy are adequate.

Figure 10 Key steps in a blue economy PER
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Source: World Bank (2021) Blue Public Expenditure Review Guidance Note

The introduction of blue economic budget tagging would consolidate a blue PER and
provide a dynamic assessment of the extent to which public spending is supporting the blue
economy. This would involve tagging individual budget lines according to whether and the
extent to which they support the blue economy, allowing stakeholders to understand the
extent of support from the public budget to the blue economy year-by-year. The introduction
of a blue economy tagging system has recently been recommended for Antigua and Barbuda'.

3 They are often accompanied by an assessment of current policy direction and the extent to
which institutional arrangements support climate objectives.

14 World Bank (2021) Blue Public Expenditure Review Guidance Note, link

5 Commonwealth Marine Economies Program (2021) Antigua and Barbuda Maritime Economy Plan.
Link.


https://documents1.worldbank.org/curated/en/789491639977748921/pdf/Blue-Public-Expenditure-Review-Guidance-Note.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1012231/Antigua_and_Barbuda_Maritime_Economic_Plan.pdf

In Jamaica’s case, any blue economy tagging could build on recent work to introduce climate
budget tagging.

It may be worth considering integrating blue economy PER and potentially budget tagging
within broader a broader climate change PER and budget tagging exercise. Recognizing that
both public expenditure reviews and budget tagging can be onerous endeavors requiring a
substantial commitment of human resources, Jamaica could explore ways to streamline blue
economy considerations into a broader climate related PER and budget tagging exercise. This
would have the advantage of avoiding duplication of effort, although it would require the
teams undertaking the work to have a firm understanding of both climate related budget
planning, and the blue economy.

There are a range of further tools that the Jamaican government could consider to
mainstream the importance of the blue economy into the budget setting and related
decision-making processes:

e Including reference of the importance of the blue economy with the annual budget
circular and associated strategic budgetary documents.

e At the budget approval stage, the publication of a blue economy ‘statement’
highlighting how the current budget is expected to promote (or otherwise) Jamaica’s
blue economy.

« The creation of a parliamentary select committee''® or equivalent that scrutinizes and

ensures accountability in relation to budgetary support to the blue economy. This
would be easier to justify if there was a clear and explicit commitment from the
government regarding the importance attached to the blue economy. This scrutiny
would be easier if blue economy tagging was introduced.

o Develop a system of natural capital accounts for the country so that the impact of
investment decisions taken by both government, as well as those by the private sector,
on the value of Jamaica’s environmental assets (especially its marine resources) can be
monitored.

4.7. Summary

This section has explored a range of different ways in which the Government of Jamaica
can access financial resources to support its blue economy ambitions. Table 4 below
summarizes the key options in terms of raising finance and the opportunities and challenges
they present.

Table 4 Options for the GOJ to raise finance to support the blue economy

Most
relevant BE
mechanism sub-
sector(s)

Opportunities Challenges

16 Or a sub-committee within an existing committee.
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In addition, it illustrates how there are opportunities to enhance the way in which Jamaica
manages the process of spending its budgetary resources, to better mainstream blue
economy considerations. This could commence through undertaking a blue economy public
expenditure review, which could potentially provide a platform for blue economy budget
tagging as well as the use of other tools and processes with the budget setting process.




5. Supporting private sector investment flows

Private investment flows will be vital in Jamaica realizing its blue economy ambitions. As
section 2 demonstrates, there are already a number of important examples where investments
have been made by private investors that are aligned with the blue economy idea. However, as
section 3 shows, there are a range of barriers holding back further investment. Some of these
are barriers that common to all private sector investment opportunities in Jamaica, others are
more specific to the blue economy. This section discusses some of the key ways in which the
Government of Jamaica, supported by international development partners, can help overcome
these barriers and so enhance private sector investment into the Jamaican blue economy.

The discussion looks at two broad categories of solution:

¢ Blended finance. This is defined broadly to cover cases in which public funding is
provided on grant or concessional terms with the intention of leveraging private
investment into activities that generate social returns.

» Policy and regulatory reforms. This refers to changes to the policies, (dis)incentives
and regulations, and the broader institutional environment in which they are
embedded, which will encourage private sector businesses to invest and make it easier
for financial institutions to provide finance towards these investment opportunities.

Blended finance options

Blended finance can help de-risk private sector investment in the blue economy. By
providing public (or philanthropic) finance at concessional rates, blended finance can improve
the risk-adjusted return profile of blue economy projects for investors. The mechanism is best
displayed in Figure 11. Concessional finance can either be provided by domestic institutions or
international donors, the different opportunities available for each of these alternatives are
explored in this section. Broadly speaking, international opportunities are likely to be most
relevant given the tight fiscal conditions for the public sector in Jamaica.

The rationale behind blended finance is broadly threefold:'"”

i. Increased capital leverage. Public and philanthropic funding helps to mobilize
additional private capital which allows a greater scale or impactful results to be
achieved;

ii. Enhanced impact. Combining the skillset, knowledge and resources of public and
private investors can unlock all the best aspects of public-private partnerships:
increased scope and effectiveness.

ii. Improved risk-adjusted returns. The public sector’s concessional finance or first loss
guarantee can improve the risk return trade-off for private investors.

"7 Caribank (2018). “Financing the Blue Economy”. Link.


https://issuu.com/caribank/docs/financing_the_blue_economy-_a_carib/74

Figure 11 Concessional funding can unlock private capital
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5.1.1. Domestic blended finance opportunities

There are a number of opportunities for the government and domestic financial institutions
to support blue economy growth through blended finance opportunities.

The government could undertake feasibility studies for potential public-private
partnerships in blue economy related sectors complemented by a range of market
development activities. The DBJ already advertises public-private partners via the P4 Portal.
The DBJ could prioritize blue economy related projects for future opportunities and conduct
necessary preparatory work to attract interest from private sector investments. This could be
supported by market development activities such as entrepreneurship and skills training and
business linkage programs. These could potentially be run through JAMPRO. For all of these
activities, there may be support available from international development partners.

More ambitiously, schemes could be structured to incentivize early-stage investments in
blue economy ventures by the private sector. For example, government bodies or domestic
financial institutions could top-up funding provided to early-stage blue economy ventures by
the private sector through grants or low-interest loans. This could be structured through a
national blue investment facility as is being developed in Bermuda (see Box 5 for more). For
any domestic blended finance mechanism, ensuring that the mechanism and how returns are
distributed is transparent will be key to minimizing concerns around the kinds of moral hazards
which are inherent when mixing of private and public funds.



Box 5 - The Blue Investment Facility in Bermuda'"®

A cornerstone of Bermuda’s 2022 Blue Economy Strategy is the development of a
National Blue Investment Facility. The facility, which is being developed in partnership with
Finance Earth, will have two sister programmes:

e Incubator Programme - providing investment-readiness grant support and technical
assistance for pipeline development to identify and accelerate small-scale blue
economy projects and test pilots.

¢ Investment Programme - providing repayable and blended capital into investment
ready aggregation vehicles and viable projects at a more mature stage of
development. Investment in a range of businesses provides an opportunity to support
the growth of the sustainable blue economy in Bermuda.

The full mechanism is outlined in Figure 12.

Figure 12 Bermuda’s Blue Investment Facility will use blended finance to develop and support a
pipeline of blue economy projects.
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Bermuda’s facility remains in the development phase but it is anticipated that just US$
2.5 million (J$ 377m) in grant funding could kickstart the Incubator Programme. The
Incubator Programme would then develop a more extensive pipeline of opportunities for
investment, building the case to private investors to capitalize the Investment Programme.

5.1.2. International blended finance opportunities

Between 2019 and 2021, 5% of global blended finance transactions (US$1.37 billion / J$
207 billion) were classified as supporting SDG 14: Life below water.""® Blended finance flows
in support of the blue economy have risen considerably in recent years. Total transactions
doubled from USS 0.1 billion to US$ 0.2 billion (JS 15b to JS 30b) for fisheries and aquaculture

118 Government of Bermuda (2022). “Draft Blue Economy Strategy”. Link.
"9 Convergence (2022) “State of Blended Finance 2022 - Climate Edition”, Link
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and rose from approximately zero to US$0.2 billion (J$ 30b) for tourism between 2016-18 and
2019-21.

One important global blended finance vehicle is the Global Fund for Coral Reefs (GFCR).
This is described in more detail in Box 6. The German, French, British, and Canadian
governments are collaborating with private foundations to provide USS$ 125 million (J$
18,849m) in grants for pipeline building, research, and impact assessments to support coral
reef conservation. In addition, the Green Climate Fund (GCF) has provided a further US$ 125
million (J$ 18,849m) anchor investment to provide guarantees, concessional loans, and early
equity investments to the underlying projects. The Fund has already supported projects in the
Bahamas and the Dominican Republic.'?

In 2021, Latin America and the Caribbean was the most targeted region for blue economy
blended finance deals, making up 31% of global transactions.'?' A significant portion of these
deals have been supported by regionally focused blended finance facilities. Regionally focused
facilities which are still within their funding window are:

e Blue Invest is a technical assistance and investment facility aimed at supporting blue
economy projects in waste management, environmental protection and biodiversity,
fisheries and aquaculture, sustainable energy, and tourism in the Eastern Caribbean.'?
The facility has leveraged USS 28 million (J$ 4,222m) of private and public sector
capital off the back of USS 350k (JS 53m) in initial funding.

e Althelia Sustainable Ocean Fund (SOF) is an impact investment fund focused on
contributing to the targets of SDG 14 which allocates 40% of its funds to the Latin
America & Caribbean region.'?* The USS$ 132 million (J$ 19,904m) facility funds
activities related to sustainable seafood, circular economy and marine conservation.
The fund has executed a risk sharing guarantee through USAID’s Development Credit
Authority (DCA) that provides loan guarantees directly to portfolio investments made by
the SOF.

» Blue Finance is a blended finance facility for Marine Protected Areas (MPAs). The USS
22 million (J$ 3,317m) facility is funded by the Government of Canada and will provide
up-front and early-stage capital for the management of sustainable MPA networks in
the Global South.' The project will contribute to the effective management and the
financial sustainability of these MPAs.
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121 Convergence (2022) “State of Blended Finance 2022 - Climate Edition”, Link

122 Joint SDG Fund (n.d.). Blue Invest. Link.
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Finance. Link.
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Box 6 The Global Fund for Coral Reefs'?

The GFCR is GCF’s first at-scale private sector program in the blue economy. The program
aims to encourage investments in the blue economy which protect coral reefs by addressing
critical financing and investment barriers.

The program provides capital to businesses and activities that ameliorate or eliminate
existing local stressors in the coral reefs. The fund is active in 17 countries in Africa, the
Asia-Pacific, Latin America and the Caribbean (including Jamaica) and is set to run until at
least 2030.

Investments are made in the following sectors:

o Sustainable ocean production: supporting sustainable fisheries, mariculture, and
aquaculture.

« Sustainable ecotourism: measures include supporting sustainable hotel and tourism
businesses that incentivize the protection of coral reef ecosystems; and

e Sustainable infrastructure and waste (pollution) management: this includes
improved plastic waste management, improved treatment of sewage and
wastewater, and the adoption of organic fertilizers.

The fund is two-pronged and consists of a USS 125 million (J$ 18,849m) grant facility as
well as a US$ 500 million (J$ 75,395m) private equity investment facility. GCF is the
anchor investor for the private equity facility and provided USS$ 125 million (JS 18,849m)
with the remaining USS 375 million (J$ 56,546m) raised from MDBs and other sources.

e The grant fund aims to promote an enabling environment at policy, institutional and
regulatory levels and seed a pipeline of investment ready projects.

e The investment fund provides guarantees, concessional loans and early equity
investments to de-risk investment opportunities and ‘crowd-in’ private capital.

125 GCF (2022). “Global Fund for Coral Reefs Investment Window (GFCR)”. Link.
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Figure 13 The grant and investment funds work in tandem to develop a sustainable policy pipeline’2¢
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Multilateral climate funds like GEF and GCF are also important sources of blended finance.

The GEF blended finance initiative has provided more than US$ 215 million (JS 3.2
billion) in funding since 2008'27. Most recently, GEF has acted as an anchor investor of
the Meloy Fund, an impact fund focused entirely on community small scale fishing. The
fund will finance unbanked enterprises to acquire the fixed assets they need to enable
financial growth, job creation, and resilience to economic shocks.

The GCF already invests approximately 4% of its funds towards the blue economy,
above the ODA average of 0.1%'22. In addition to its support for the Global Fund for
Coral Reefs as described above, it is currently funding the development of ‘Blue Co
Caribbean’ a regional blended finance facility partnership to invest further in blue
shipping, marine protection, waste management and circular economy, coastal
livelihood and offshore energy'?. The facility is intended to be a ‘one-stop shop’ which
can provide support for developing the enabling environment all the way through to
project investments and coordination and knowledge sharing.

Blended finance has a wide range of use cases for the blue economy but, most often, it has
been used to finance sustainable seafood, conservation and offshore energy. These
investment themes either involve significant technology risk or are activities where many of
the social returns are difficult to monetize. In both cases blended finance plays an important
role in helping to match risk-adjusted returns to investor requirements.

126 GFCR (n.d.). “How we work”. Link.
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5.1.3. Opportunities and challenges

The use of blended finance holds a number of attractions when considering how to scale up
investment in the blue economy:

Reduces public finance requirement. By leveraging private sector finance, blended
finance allows the public sector to do more with its limited resources. This is
particularly true for ventures which are close to being viable and so only require a small
injection of blended finance to make them investment ready.

Availability. There are a wide array, and ever increasing, number of international funds
looking to provide concessional public capital to eligible blue economy projects.

Signal of Government of Jamaica commitment. The development of national blue
economy blended finance vehicle such as being developed in Bermuda would help
further demonstrate Government of Jamaica commitment to the blue economy, in
itself helping to provide comfort to private sector investors.

There will also be a number of challenges that need to be contended with:

Resource intensive. Finalizing a blended finance package can be time consuming as
there are typically multiple financing instruments and institutions or entities involved.

In addition, considerable technical capacities are required to structure, manage and
execute these types of arrangements in ways that serve the public interest and take
into consideration the social and environmental impacts of projects'®. This is
particularly important if Jamaica wishes to consider developing its own national blue
economy blended finance vehicle.

Restricted project pipeline. There is an inherent limitation to the number of projects
which are in blended finance 'sweet spot’. On the one hand, many transactions are
already bankable without the need for blended finance; on the other hand, some
transactions are so far from bankability that implausible amounts of blended finance
would be required to enable them to proceed. This may help to explain why a number
of reviews of blended finance facilities have found it difficult to fully spend their
resources and why leverage rates are often modest. For example, An ODI analysis
suggests that each $1 of MDB and DFI invested in blended finance facilities has only

mobilized on average $0.75 of private finance for developing countries'?'.

Government Policy

The government can support private sector investment in the blue economy in a number of
ways. These include:

1.

Overarching policies and regulations, and institutional framework

130 AFD (2016). “Financing the SDGs in the Least Developed Countries (LDCs): Diversifying the
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2. Fiscal incentives and market-based support
3. Increasing awareness

4. Supporting necessary training in new industries

5.2.1. Overarching policies, regulations, measures and
institutional framework

The government can support private sector investment by creating or updating policies and
regulations in key blue economy sectors. Having updated policy documents in place can
encourage investment by providing a clear picture of future plans in the sector. Clear
regulations provide certainty to investors on the future regulatory environment, which is a pre-
requisite for most private sector investments.

A number of blue economy sectors have been identified where policies and regulations
require updating by different institutions:

e NEPA to finalize the mariculture policy.
e NFA to complete the National Fisheries and Aquaculture policy.

e NFA to complete plans across species as outlined in the Medium-Term Socio-Economic
Policy Framework.

e NCST and SRC to develop a framework for the coordination and standardization of the
National Nutraceutical Industry.

These policies and regulations will need to be complemented by resources to ensure that
policies and regulations can be enforced. This is likely to be particularly important in the
fisheries sector, for example.

As well as this, the government may consider other areas which may benefit from new or
updated policies and regulations. Potential candidate sectors are marine energy and other
forms of maritime transport (e.g. yachting). The government may want to consider a
structured consultation process to help identify sectors that might benefit from further
changes.

The cost of implementing these policies is the resource requirement at the various
government ministries. The main cost of these changes is the opportunity cost at the various
ministries, for example the fact that a certain amount of resources would need to be made
available to complete policy updates.

The benefits are large if new policies and regulations enable further investment by the
private sector. The policy and regulatory landscape is an important factor considered by
private sector investors, updated policies may enable blue economy investment flows which
would not be available without further clarity on this factor.

5.2.2. Fiscal incentives and market-based support

The government may consider structuring fiscal incentives for investors in target blue
sectors. Investments in a number of blue economy sectors may not meet the investment size
threshold (USS$1bn) required to qualify for tax relief under “The Income Tax Relief (Large-Scale
Projects & Pioneer Industries) Act”. The government or other bodies may consider incentivising



blue economy investments by providing future income tax relief for investments in target
sectors with a lower investment threshold than that required under the Pioneer Industries Act.

The government may consider other targeted schemes to mitigate cost barriers and other
risks. For example, the government could consider guaranteeing minimum commercial prices
for a certain period of time, relevant to fisheries and renewable energy, or provide additional
tax relief on R&D activity. There may also be scope to consider personal tax relief incentives
for investors in very early-stage blue economy companies to mitigate the downside risks
involved.

5.2.3. Increasing awareness

The government can help promote the benefits of blue economy to encourage project
development. For example, the government may undertake promotional campaigns to raise
the profile of certain industries, such as sustainable tourism, for the benefit of existing and
new enterprises. This central promotion of Jamaica’s blue economy offering may encourage
further investment in key sectors.

Another part of this awareness building may be building confidence around local standards
and/or national and international certifications. For example, developing a clear definition
of, and potentially a national approved list of ‘sustainable tourism’ destinations, which can be
used to clearly communicate and provide confidence on the credibility of sustainable tourism
offers by Jamaican businesses. To draw a comparison from another blue economy sector, for
fisheries there is the Marine Stewardship Council certification, which can be used to
demonstrate that fish catch meets international best practice and is sustainable, which could
be systematically used and monitored for Jamaican fisheries companies.

5.2.4. Supporting necessary training in new industries

The government can continue to support training to meet skills requirements for new
investment projects. Where certain training or certifications are necessary for employees of
certain projects to undertake work, the government may finance this training by allocating
spending at HEART / NSTA Trust or local universities to specific training. One recent relevant
example of this is the support provided by CMU to the German Ship Repair Jamaica project.
These academic institutions can be - and could be further encouraged and supported to be -
catalytic in developing course content and driving interest in skills development in blue
economy related areas.



6. Thirteen priority next steps

Both public and private finance flows are stymied by a number of barriers. For the public
sector, any future investment needs to align with Jamaica’s ongoing successful macroeconomic
reforms with a focus on fiscal sustainability. There are also various strategic, coordination, and
data barriers, although the forthcoming Blue Economy roadmap should help to address many of
these. Access to finance remains a challenge for many private sector actors in the Jamaican
economy, including those with interests in the blue economy. This barrier to private sector
investment is compounded with more blue-economy specific barriers typically focused around
blue economy opportunities having higher costs/risks than more conventional investment
alternatives; difficulties for investors, companies, or potential customers to access credible
information; the absence of relevant policy frameworks; and limited skills. The relative
importance of these varies across the different sectors that comprise the blue economy.

To overcome the lack of public finance available to the blue economy, the Government of
Jamaica can consider a range of opportunities. These include blue bonds, debt for nature
swaps, intensified cooperation with development partners and dedicated taxation. There are
attractions to all of these, but also a number of barriers/challenges associated with each.
Various public financial management initiatives, such as a blue economy public expenditure
reviews and blue economy budget tagging could help provide a clearer understanding of the
extent to which public funds are currently supporting the blue economy, and support
optimization of future support. These benefits need to be traded off against their potential to
increase the complexity of budgetary policymaking.

To address the barriers holding back the private sector, the government can consider a
combination of blended finance - supported by international or domestic public funding, or
both - and the development or amendment of a range of regulations, policies and
incentives. The latter might include the development of overarching policies, the provision of
additional well-targeted fiscal incentives in key parts of the blue economy, information and
awareness campaigns and skills training programs.

There are a series of 13 specific next steps that the Government of Jamaica may wish to
consider as it looks to develop its blue economy finance and investment framework.

1. Develop a pipeline of blue economy activities prioritizing those where public
funding is essential and/or can most effectively leverage private capital. In order to
identify whether and which funding sources - including GoJ own budgetary resources
and funds available from development partners, it is critical to identify a prioritized
pipeline of potential projects and activities. The development of the pipeline should be
a collaborative process with a wide range of stakeholders. It should ideally include a
discussion of the key focus of the activity/investment, expected outcomes, funding
requirement, likely implementing partners, stakeholders who would need to be
involved, and critical risks and interdependencies. It should also identify opportunities
to mobilize private capital, to make best use of limited available public funding. The
rationale behind what makes each project attractive from both the public and private
sector perspective should be made clear.

2. Build capacity of existing agencies and financing vehicles to promote blue economy
investment opportunities. For example, increasing the capacity of agencies such as
JAMPRO to actively promote blue economy projects and help crowd in finance for these
projects, and explore financing windows which could be adapted to explicitly integrate
blue economy projects through e.g. DBJ.



. Working with relevant international partners as appropriate, and taking account of
the country’s debt management and macroeconomic framework, take a strategic
decision regarding whether to explore a blue bond issuance in more detail. This
decision would need to be taken by the Ministry of Finance and Public Service (MoFPS).
The decision would need to take into account the extent to which any blue bond would
be aligned with the country’s macroeconomic framework, incorporating any credit
enhancement that might be applied to the bond. If a decision is taken to explore this
opportunity in greater detail, the next stage would be to identify which of the
activities/projects in the pipeline are well-aligned to key blue bond investment
frameworks (recognizing that these frameworks may change later this year).

Undertake further discussions to explore the attractiveness and feasibility of a debt
for nature swap. This would need to be led by the MoFPS and, as well as domestic
stakeholders such as the Ministry of Water, Land Environment & Climate Change would
also likely include the IMF and The Nature Conservancy. A critical early step would be
to ascertain whether there would be a high risk of any debt-for-nature swap having a
negative impact on Jamaica’s credit rating.

Prioritize multilateral and bilateral concessional funding and engage with external
funders and domestic stakeholders to scope blue economy opportunities. A wide
range of multilateral and bilateral funding sources have the potential to (further)
support the government of Jamaica’s blue economy ambitions. These include the Ocean
Risk and Resilience Action Alliance, the Global Fund for Coral Reefs, the Global
Environment Facility, the Green Climate Fund, the Adaptation Fund, the European
Commission, the European Investment Bank, the UK Blue Carbon Fund, the Ocean
Country Partnership Programme and the UK Caribbean Infrastructure Fund. The
eligibility requirements for these different funding sources can be matched to the
characteristics of the pipeline of projects and activities (action 1) in order to prioritize
the funding sources of greatest relevance. International development partners can also
often make resources available to assist in market development and project
development, to help develop a pipeline of bankable projects supported by robust
business cases.

Work with development finance institutions, especially the World Bank and IDB, as
well as the Development Bank of Jamaica and Caribbean Development Bank, to
explore opportunities for programs to prioritize blue economy sectors. There are
opportunities across all blue economy sectors. For example, DBJ’s work on supporting
innovation could have elements targeted to bioprospecting; IDB’s work on skills
development could address skills barriers related to marine transportation; while the
WB'’s work supporting strategic investment opportunities could support marine energy
investments. Access to finance programs is likely to be particularly valuable for
fisheries, sustainable tourism and ecosystem protection sectors, given the
preponderance of SMEs in these sectors.

. Take a strategic decision on whether to develop a domestic blue economy

investment facility that would support private sector investment in the blue
economy. This could be modelled on the Blue Investment Facility that is planned in
Bermuda. A decision on whether to move forward with the detailed design of such a
facility would require both assessing its feasibility in the context of Jamaica’s
macroeconomic reform program, understanding the appetite and interest of potential
development partners, and further engagement with JAMPRO and representatives of
the private sector to understand the expected value-add of such an initiative.



8.

10.

11.

12.

13.

Increase awareness/act as a broker between private sector representatives and
international blended finance opportunities. These opportunities include Blue Invest,
the Althelia Sustainable Ocean Fund, Blue Finance the Global Fund for Coral Reefs, the
Meloy Fund and Blue Co Caribbean. The Government of Jamaica could host investor
forums bringing together representatives from these types of organizations with private
sector representatives from Jamaica (and beyond) to try and facilitate additional
private sector investment.

Develop/enhance foundational policies and regulations in key sectors of the blue
economy. As already identified in the (draft) Blue Economy Roadmap, there is a need
to develop the regulatory framework in key sectors of the blue economy including to
update the National Fisheries and Aquaculture policy, to develop a mariculture policy
and in the nutraceutical sector. This can help provide the regulatory certainty that is a
precondition for much private sector investment, and would need to be developed in
tandem with and as a pre-requisite for raising finance for a pipeline of bankable blue
economy projects. It will likely need to be complemented by resources to ensure that
policies and regulations can be enforced. This is likely to be particularly important in
the fisheries sector, for example.

Explore the feasibility of providing fiscal incentives for some blue economy
investments. For example, the investment threshold for qualifying for the Income Tax
Relief scheme could be lowered for certain blue economy investments or tax relief
could be provided in R&D activity or early stage investments in the blue economy.

Help raise awareness of the opportunities of, and benefits from, investments in the

blue economy. A strong early candidate would be support for the growth of sustainable
tourism as the industry recovers from the impact of the Covid-19 pandemic. This might

include both general awareness raising as well as the potential for some sort of quality

scheme to help those who have invested in high quality sustainable tourism offerings to
better distinguish themselves to potential customers.

Identify skills gaps and develop an explicit strategy for how to best help meet the
skills needs of the blue economy. A well-trained workforce will make Jamaica a more
attractive location for international investors in the blue economy. However, at present
there are clear skills gaps, especially in relation to marine energy and maritime
transport. The best approach to overcoming these skills gaps may include making use of
existing approaches, and supporting expanded programmes related to the blue economy
at leading academic institutions such HEART / NSTA Trust, and the CMU.

Consider undertaking a blue economy public expenditure review, or incorporate
blue economy considerations into a broader climate change PER. At present it is
difficult to ascertain the extent to which government spending is (and is not)
supporting the blue economy. A blue economy public expenditure review would help to
fill this gap, identify potential gaps and where there may be opportunities for public
spending to help deliver against the pipeline of activities (action 1). This could be
incorporated into a broader climate-related PER to make efficient use of resources; and
could also be the prelude to the development of a budget tagging exercise, ideally
tagging both climate and blue economy related expenditure.



7. Closing remarks

This report has set out the current context for financing of the blue economy in Jamaica
and explored opportunities that could help scale up future public and private flows.

There are already substantial resources flowing towards blue economy related sectors in
Jamaica. The funding which is most clearly and explicitly linked to the blue economy is
primarily coming from multilateral and bilateral funds and donors such as the Climate
Investment Fund - PPCR and the Adaptation Fund. Moreover, international and domestic
finance institutions, typically working in close collaboration with key ministries in the
Government of Jamaica, are implementing a number of programs that have a strong focus on
access to finance or business environment reform that could benefit actors in the blue
economy. Private sector actors in Jamaica are also committing funding to high profile blue
economy activities, especially in the marine transport and tourism sectors.

However, there is scope - and need - for significantly greater flows of finance in the future.
Realizing Jamaica’s full blue economy potential will require large increases in flows of finance,
from a coordinated combination of public and private, domestic and international
stakeholders. This report has identified some of the key barriers and wider context in which
these increases will need to be found and, based on national and international experience,
identified a series of next steps that the country can take, as it develops its Blue Economy
Finance and Investment Framework.
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