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EXECUTIVE SUMMARY 
 
Background 

 
The creation of a RJBM and a RBF are proposals suggested by concerned CARICOM 
(Regional) Contractors, Suppliers and Consultants as solutions to the disadvantage, 
which they suffer in their attempts to compete against Extra Regional firms. The two 
factors, which have been identified, as the main contributors to their disadvantage are the 
following: 
 
(i)   the relatively small size of Regional firms when compared to Extra- 

   Regional firms; and 
 
  (ii)    the high cost of tender related security in CARICOM countries. 
 
The concerns of these Regional firms have been exacerbated by recent international 
developments, such as the impending global integration of markets for goods and 
services and the reduction of trade preferences. The end of preferential trading 
arrangements within the ACP Group of Countries, the implementation of commitments 
made to the WTO as well as the formation of the Free Trade Area of the Americas and 
the CSME have opened the door to increased competition within the Region. Regional 
firms are increasingly aware that there is very little time to prepare themselves for the 
competition. 

 
  Scope of this issues paper 
  

Part A - RJBM 
   

The first part of this paper notes the relatively small size of Regional firms when 
compared to Extra-Regional firms. It accepts the formation of joint ventures and 
consortia (both are referred to as joint ventures in this paper) as a possible solution 
and focuses on the feasibility of establishing a RJBM.  
 
The existing regional and sub-regional procurement methodologies and arrangements as 
they apply to the procurement of goods and services including construction services is set 
out where appropriate or summarized. The legal and administrative provisions, which 
underlie the procurement methodologies, are noted for a number of countries, which have 
updated applicable legislation. The failure of a number of countries to update the 
legislative provisions, which apply to the procurement of goods and services, is noted at 
paragraph 3.01 
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The technical feasibility of the RJBM is discussed with reference to its formation, the 
annual Regional capital expenditure, (which is used as a proxy for the annual value of 
contracts, for goods and services awarded) and the existing constrains which could 
impede its successful formation and operation. The requirements for pre-qualification of 
contractors and consultants are examined as one of the possible constraints to operation at 
paragraphs 4.14 - 4.16. After the determination that the formation of the RJBM could be 
technically feasible a listing of the costs and benefits, which could accrue from its 
implementation, has been included in the form of a table at paragraph 5.  
 
A strategic implementation options analysis was prepared based on the anticipated 
method of implementation and the strategic activities, which were considered critical for 
its success. It should be noted that representatives from the private sector would 
undertake the most significant proportion of the implementation activities, for the reasons 
noted at paragraphs 4.18 and 6.05.  
 
Part B - RBF 
 
The second part of the paper notes the high cost of tender security in CARICOM 
countries. Note is taken of the difference between bonds and guarantees and what it 
implies for their applicability to the RBF. The factors, which contribute to the high 
cost, are set out at paragraph 7.08. Paragraph 7.09 explains why a large volume of 
construction activity in the Region does not necessarily support the presumption that 
there is also a large market for bonds and guarantees. 
 
The existing Regional practice for purchasing of bonds and guarantees is described 
at paragraph 8 and the legal and administrative bases for the application of these 
bonds and guarantees are examined. The purpose for establishing a RBF as a 
possible solution is set out and its feasibility is assessed. 
 
The paper concludes that the RBF is not feasible at the present time and makes some 
suggestions, which do not require the formation of a RBF, for lowering the cost of 
providing bonds. These suggestions are in respect of; a proposed amendment to 
bidding documents; and a proposed specific reduction in the use of performance 
bonds.  
 
Conclusion 
 
The paper provides an overview of the issues pertinent to both the formation and 
operation of a RJBM and a RBF. The issues are then sub-divided to allow for 
appropriate description, discussion or comment, on each item, which relates to the 
particular issue. It should be noted that within the agreed limits, this issues paper was 
intended to provide pertinent information in a manner, which hopefully should help 
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to inform discussion of the issues and facilitate decision-making. It may provide the 
basis for a more comprehensive report on Regional Procurement, including the 
issues of joint ventures, bonds and guarantees. 
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1. INTRODUCTION 
 
   

REGIONAL FIRMS AT A COMPETITIVE DISADVANTAGE 
 
   

1.01 Extra-Regional firms have historically dominated the supply of goods, services and 
construction works within the region.1 CARICOM Regional firms (suppliers of 
goods, services including construction works), have been unable to compete 
effectively because of a number of factors which include:  
 
(i) their relatively small size ( which makes it difficult to mobilize resources) 

when compared to Extra- Regional competitors; 
 
(ii)  their inability to satisfy rigorous qualification requirements in respect of, 

experience (which is often expressed by use of the proxy criterion, average 
annual turnover) and financial capability; 

 
 
(iii) as well as tender requirements in respect of tender and performance bonds.  
 

 
1.02 The impending global integration of markets for goods and services and the 
reduction of trade preferences have brought these disadvantages into sharp focus and has 
generated a new impetus to seek solutions. The end of preferential trading arrangements 
within the ACP Group of Countries coupled with commitments made to the WTO as well as 
the formation of the Free Trade Area of the Americas and the CSME are all indicative of the 
increased open competition which can be expected within the Region. 
 
1.03 It is against this background that this issues paper seeks to focus on two areas, which 
have been identified as a source of significant disadvantage to Regional Suppliers, 
Contractors and Consultants.  

 

                                                 
1 This is illustrated by reference to CDB Procurement Reports at paragraph 4.08 below. 
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(i) The first part of this paper notes the relatively small size of Regional firms 
when compared to Extra-Regional firms. It accepts the formation of joint 
ventures and consortia (both are referred to as joint ventures in this paper) as 
a possible solution and focuses on the feasibility of establishing a RJBM. 
Intra-Regional Joint Venture refers to a joint venture in which the joint 
venture partners are Regional firms. Extra-Regional Joint Venture refers to a 
joint venture in which at least one joint venture partner is a Regional firm and 
one joint venture partner is an Extra Regional firm. The term joint venture as 
used in this paper covers both cases. It should be noted however that in 
respect of Extra Regional Joint Ventures there may be instances where for 
reasons related to eligibility the percentage of beneficial ownership might be 
an issue.  

 
 

(ii) The second part of the paper notes the prohibitive costs of tender related 
security in CARICOM countries. It sets out the basis for establishing a RBF as 
a possible solution and examines its feasibility. 
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PART A - REGIONAL JOINT BIDDING MECHANISM 
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2. EXISTING SUB-REGIONAL AND COUNTRY 

 PROCUREMENT  METHODOLOGIES 
 
 
PROCEDURES AND METHODS 
 
2.01 The authority to evaluate tenders and make recommendations for awards in most 
CARICOM Countries resides in a Tenders Board, which is a committee composed of a 
chairman and ordinary members. The name of the Board varies from country to country and 
is variously named a Central Tenders Board in Trinidad and Tobago, a Tenders Committee 
in Barbados, a Procurement Board in Guyana. Jamaica has a National Contracts 
Commission, set up as an independent Commission of Parliament, which in addition to the 
authority to award public contracts also has the authority to make Regulations for a number 
of purposes. 
 
2.02 The Composition of the Board varies to suit the perceived administrative and 
technical needs. In Barbados for example there is provision for a Deputy Chairman. It is 
commonly accepted that a member of the Board assumes the role of Secretary even where 
there is no relevant provision, which authorises this. There is also a provision for a quorum 
in some countries. In addition to the Tenders Board there may also be provisions for Special 
Tenders Boards, which are authorised to award contracts only for a special class of items. 
For example the Special Tenders Committee in Barbados is authorised to awards contracts 
for items for which the funds to be expended are borrowed from an IFI, such as the CDB or 
the World Bank. Similarly there is also a Drugs Tenders Committee in Barbados, which is 
authorised to award contracts for the procurement of pharmaceutical drugs. 
 
2.03 Some countries for example St Lucia and Grenada, in addition to the main Tenders 
Board have provisions for a Departmental Tenders Committee. This Committee assumes the 
functions of the main Tenders Board where the items to be procured are for a particular 
Department only or where the estimated cost of the items does not exceed a predetermined 
threshold. 
 
2.04 In addition to the foregoing some of the more developed CARICOM countries such 
as Belize, Trinidad and Barbados have created Quasi-Government authorities and Statutory 
Bodies, which are usually authorised to award contracts for their particular organisation. The 
creation of these Quasi-Government and Statutory bodies has resulted in a significant 
proportion of contracts being awarded outside of the ambit of the main Tenders Boards. 
In Jamaica the National Contracts Commission has the authority to set up Sector 
Committees, which have the delegated authority of the Commission and all quasi-
Government and Statutory bodies fall within their ambit.    
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OECS  COLLABORATION 
 
2.05 Apart from the national provisions for procurement, some CARICOM countries have 
found it advantageous to use a collaborative approach to the procurement of some items. 
Two approaches have been used by OECS member states:  
 

(i) Where an IFI has provided funding to OECS countries for the procurement of 
similar items. For example the CDB funded OECS Waste Management Project 
was implemented in St. Lucia, St Vincent and Grenada using a collaborative 
approach where one set of bidding documents was produced and amended to suit 
each country. The advertising and the bidding was synchronised to foster 
international competition but each country independently procured the items 
required; 

 
(ii) Joint procurement of Pharmaceutical Drugs. For over a decade the OECS 

Secretariat has co-ordinated the joint procurement of pharmaceutical drugs for its 
member states and benefited from the lower cost generated by the procurement 
of greater volumes. 
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3. LEGAL AND ADMINISTRATIVE BASES  
 

3,01 Legislation governing the procurement of goods, works and services by 
Governments in the Commonwealth Caribbean can be found in the jurisdictions of 
The Bahamas, Barbados, Dominica, Guyana, Jamaica and St. Lucia and Trinidad. St 
Kitts is presently in the process of revising their legislation. It is known that some 
countries, for example Grenada and St Vincent have not revised the pre-
independence Finance and Audit Act. The procurement officials from Guyana, 
Antigua and Barbuda, Dominica and Belize did not respond to requests for copies of 
their legislation. 

 
3.02 A document compiled by the IADB is 1998 and last updated in April 2003 
which is entitled “National Legislation, Regulations and Procedures Regarding 
Government Procurement in the Americas” was examined with regard to the 
comparison of some aspects of procurement procedures, for example, the scope, the 
methods of procurement and the applicable Laws. The document, which is a useful 
Government Procurement reference, includes information submitted by Western 
Hemisphere countries, including The Bahamas, Barbados, Belize, Jamaica, St. 
Vincent and Trinidad and Tobago. Nothing however was found in the submissions 
from the CARICOM countries, which was of relevance to Joint Bidding or Bonds 
and Guarantees. 

 
3.03 It should be noted that the purpose for examining the legislation is to 
determine whether there are any implicit or explicit legislative provisions, which 
could affect the formation of joint ventures between Regional firms or Regional 
firms and Extra Regional Firms. It is not meant to be a general review of Regional 
procurement legislation, which is way beyond the scope of this paper. The most 
recent legislation in the Region, which is also the most readily available, since it 
would be prepared and disseminated in electronic format, has yielded no restrictions 
to joint venturing. The older legislation, which is available has also yielded no 
restrictions. This is not surprising since the older legislation tended to focus on the 
composition of the Tenders Board, the methods of procurement and the applicable 
threshold amounts. 
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BARBADOS 
 
3.04 In Barbados, the Financial Administration and Audit Act Cap. 5, was enacted in 
1964 to provide for the control and management of the public finances of Barbados, to 
regulate the receipt, control and issue of public moneys, to provide for the audit of public 
and other accounts and for matters connected therewith and incidental thereto. 
 
3.05 Under Section 39 of the Act, the Cabinet of Barbados is empowered to make rules 
and, in 1971, the Financial Administration and Audit (Financial) Rules and the 
Financial Administration and Audit (Supplies) Rules were made. In 1980, the Financial 
Administration and Audit (Drug Services) Rules were made. 
 
3.06 Part XII of the Financial Administration and Audit (Financial) Rules provides for 
the administration of Government contracts.  In accordance with Rule 124, an accounting 
officer or an officer authorized for the purpose may enter into contracts on behalf of the 
Government for services, the undertaking of works and for obtaining supplies in accordance 
with rule 4 of the Financial Administration and Audit (Supplies) Rules. 
 
3.07 Government may give out petty contracts of job work involving expenditure not 
exceeding $20,000, without tenders being invited and without the formality of a written 
agreement, however, it is the duty of the accounting officer to ensure that the price of the 
contract is the lowest possible in the circumstances and to ensure that the work is properly 
carried out in accordance with the arrangements made.  Expenditure in respect of the supply 
of goods or the undertaking of works or services in excess of $20,000, but less than 
$100,000, may be arranged without tenders being invited. Written quotations shall be 
obtained by the accounting officer from those persons interested in supplying the goods or 
undertaking the works or services, before the contract is awarded. A written agreement is 
then drawn up in a form approved by the Solicitor General and is entered into between the 
contractor and the accounting officer before any work under the agreement is commenced 
by the contractor. 
 
3.08 Where the expenditure in respect of the supply of goods or the undertaking of works 
or services is in excess of $100,000.00 tenders shall be invited by the department concerned. 
 
3.09 Where tenders are invited, they shall be submitted to the Tenders Committee, which 
consists of the Chief Supply Officer, the Solicitor General and five (5) other public officers 
appointed by the Minister responsible for Finance. 
 
3.10 Where the funds to be expended by the Government are borrowed from an IFI, the 
tenders shall be submitted to a Special Tenders Committee. This Special Tenders Committee 
shall comprise the Chief Supply Officer, the Solicitor General, five (5) other public officers 
appointed by the Minister responsible for Finance, and such other persons not exceeding 
five (5), as the Director of Finance and Economics my appoint with the approval of the 
Minister, having regard to the obligations of Barbados under the Agreement relating to the 
loan. 
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3.11 Where tenders are invited from members of the public, there shall be a publication of 
a notice to this effect in one or more newspapers in Barbados. 
 
3.12 Where in the case of a contract for the supply of goods or the undertaking of works 
or services, the Committee is satisfied that there are not more than seven (7) contractors in 
Barbados capable of tendering for the supply of goods, services, materials or works to 
justify the publication of a tender notice, the tender notice need not be given but the 
contractors shall be invited by letter to submit a tender. 
 
3.13 There is provision in the Rules for an exception to be made to the Rules governing 
the tendering process. Where the Cabinet is of the opinion that it is necessary to procure 
goods and services as a matter of extreme urgency or that are of a specialized nature, the 
Cabinet may authorize the goods or services to be procured otherwise than by invitation to 
tender and may direct that procurement be through direct open negotiations, to be conducted 
under such arrangements as the Cabinet may direct. 
 
3.14 Sureties for the performance of all contracts are required unless the contracts are for 
the supply of materials or goods, which will be received and examined or tested before 
payment is made. The security shall either be a deposit with the Treasury of a sum that is ten 
(10) percent of the contract price, or by way of a deposit with a bank or insurance company 
and shall not be less than ten (10) percent of the contract price. 
 
3.15 After the Committee has opened the tenders, the Committee shall send its 
recommendations to the Head of Department responsible for the tender and he shall send it 
on to the Minister responsible for the Department for acceptance.  Where the Minister does 
not accept the recommendations, the matter is sent to the Minister of Finance, who sends it 
to the Cabinet for a final decision. 
 
3.16 Where a tender is accepted, the Head of Department gives a written notice to the 
person who submitted the tender and shall inform him that he is required to enter into a 
formal contract with the Government. 
 
3.17 The procedures followed under the Financial Administration and Audit (Supplies) 
Rules 1971 and the Financial Administration and Audit (Drug Service) Rules 1980 are 
similar to those described above. The Drug Services Rules apply to the procurement, control 
and disposal of drugs by the Drug Service, and no drugs shall be ordered or otherwise 
procured on behalf of the Government except in accordance with these Rules. There is a 
Drug Tenders Committee, which examines tenders if the expenditure under the contract is 
likely to exceed $5,000. 
 
 
THE BAHAMAS 
 
3.18 In The Bahamas, the Financial Regulations 1975 were made under Cap 329. Under 
Regulation 56, there is established a Government Tenders Board, which consists of the 
Financial Secretary, who is the Chairman of the Board, the Permanent Secretary of the 
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Ministry of Works, the Permanent Secretary of the Ministry of Health and such other public 
officers, not exceeding three (3), as may be appointed by the Minister responsible for 
Finance in writing from time to time. 
 
3.19 The function of the Board is to make recommendations to the Minister of Finance for 
the award of contracts for supplies, works and services required by the Government in 
excess of $50,000, but not exceeding $250,000. 
 
3.20 Regulations 58 states that the award of contracts for supplies, works and services 
required by the Government for amounts in excess of $250,000 shall be made by the 
Cabinet. 
 
 
DOMINICA 
 
3.21 Part III of the Financial Stores Regulations 1980 makes provision for the purchase 
of stores and the tender procedure for supplies. 
 
3.22 Under these regulations, the accounting officers are responsible for ensuring that 
proper control and economy are exercised over the purchase of stores, plant, vehicles and 
equipment and that the prices paid are fair and reasonable. They must also ensure that items 
purchased are received in good order and according to specifications and that the 
Government obtains full value for the public money expended. 
 
3.23 The regulations make provision for the local purchase of supplies and states that 
except where contracts for supplies have been awarded to local suppliers, local purchases 
should be confined to articles which: 
 
(a) are manufactured or produced in Dominica; 
 
(b) may be purchased at a cost not more than the landed cost from the cheapest overseas 

cost; 
 
(c) are of an unstable, brittle or perishable nature; and 
 
(d) are required in small quantities, the total cost of which will not exceed $1,000. 
In all other cases, approval for local purchase must be obtained from the Financial Secretary 
to whom application should be made in writing, giving full reasons why local purchase is in 
the public interest. 
 
3.24 In the case of the supply of articles in small quantities not exceeding $1,000 in total 
value and those not obtained by contract after competitive tender, accounting officers may 
make their own arrangements for purchasing these articles locally after satisfying 
themselves that the prices are fair and reasonable and are of satisfactory quality. The 
purchase of successive supplies of a particular item in order to bring each purchase within 
the limit of $1,000 is strictly forbidden by the regulations.  All local purchases will be 
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obtained by contract after competitive tender, except in special circumstances authorized by 
the Ministry of Finance. 
 
3.25 All tenders for local supplies will be considered and the Public Tenders Board will 
award the contract, following public advertisement. Tenders for local supplies will be 
considered by the following Tenders Boards: 
 
(a) a contract for local supplies estimated to cost not more than $5,000 for any one item 

in any one year by the Departmental Tenders Board; and 
 
(b) a contract for local supplies estimates to cost more than $5,000 for any one item in 

any one year or for purchases of common user supplies required by more than one 
Ministry or Department by the Central Tenders Board. 

 
Invitations for tenders shall contain specifications, the quantities of supplies required, 
installments, dates and places of delivery and details of packaging. 
 
3.26 Where tenders for the local supplies are to be considered by the Central Tenders 
Board, an accounting officer must submit a written application to the Ministry of Finance at 
least three months before the supplies are needed, giving full details of the requirements and 
recommendations on how the supplies are to be obtained. 
 
3.27 Tender notices shall appear in the Gazette, local press and on radio announcements. 
Where no tenders are received for any invitation to tender for local supplies, or where none 
of the tenders are acceptable by the Tenders Board, or where a Government contractor 
defaults in the performance of a contract, the Financial Secretary may authorize the 
accounting officers to make their own arrangements for the local purchases of specified 
articles against local purchase orders. 
 
 
GUYANA 
 
3.28     Guyana Government Procurement is regulated by the recently enacted Procurement 
Act 2003. The Act provides at paragraph 16 (1) for the establishment of an agency to be 
known as the National Procurement and Tender Administration. The Act also provides for a 
National Procurement Board comprised of seven members to manage the Administration. 
Two members of the Board are to be private sector appointees. In addition the Act provides 
for the appointment of a Public Procurement Commission, which is mandated to monitor the 
functioning of the Board. Copies of this Act, which came into effect in June 2003, are not 
yet widely available and while the changes to the previous versions are acknowledged to be 
minor I have referred only to the sections, which I have confirmed to be unchanged prior to 
its enactment. 
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JAMAICA 
 

3.29 The Contractor-General Act 1983 at Section 3 provides for the constitution of a 
Commission of Parliament to be known as the Contractor-General Commission. In section 4 of 
the Act it states that: 

Subject to the provisions of this Act, it shall be the function of a Contractor-General, on 
behalf of Parliament --  

(a) to monitor the award and the implementation of government contracts 
with a view to ensuring that --  

  (i)  such contracts are awarded impartially and on merit;  

 (ii) the circumstances in which each contract is awarded or, as the case 
may be, terminated, do not involve impropriety or irregularity;  

(iii) without prejudice to the functions of any public body in relation to 
any contract, the implementation of each such contract conforms to 
the terms thereof; and  

(b) to monitor the grant, issue, suspension or revocation of any prescribed 
licence, with a view to ensuring that the circumstances of such grant, 
issue, suspension or revocation do not involve impropriety or irregularity 
and, where appropriate, to examine whether such licence is used in 
accordance with the terms and conditions thereof.  

 
 3.30 Section 23A of the Act provides for the establishment of a National Contracts 
Commission.  The principal objects of the Commission as set out at section 23C, are the 
promotion of efficiency in the process of award and implementation of government 
contracts and ensuring transparency and equity in the awarding of such contracts.  

Section 23D states as follows: 

(1) The functions of the Commission shall be to carry out such activities as may be 
necessary to give effect to the principal objects specified in section 23C and to 
perform such other functions as may be conferred on the Commission under this 
or any other enactment, and without limiting the generality of the foregoing, such 
functions shall include -  

(a) examining applications for the award of government contracts;  

(b) approving or overseeing the award of government contracts within the 
specified limits;  
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(c) in the case of government contracts above the specified limits, making 
recommendations to the Cabinet regarding the award of such contracts;  

(d) registering prospective contractors for the purposes of this Part and 
classifying such contractors according to the level and scope of 
Government contracts to which such registration applies;  

(e) establishing and keeping up-to-date lists of contractors so registered, 
distinguished according to the category of work for which they have been 
registered;  

(f) continuously assessing the financial and human resources, technical, 
financial and managerial capacity and performance of contractors;  

(g) making recommendations to the Cabinet for improving the efficiency of 
the procedures for the granting and implementation of government 
contracts;  

(h) overseeing the activities of sector committees.  

(2) The Commission may do any thing or enter into any transaction, which it 
considers necessary or desirable for the proper performance of its functions.  

(3) For the purposes of subsection (1), a government contract is within the specified 
limit if the contract sum does not exceed such amount as may be approved by the 
Cabinet from time to time and published in the Gazette.  

3.31 Section 23E of the Act states as follows: 

(1) The Commission may make regulations prescribing --  

(a) the qualifications required of prospective contractors for registration and 
classification under this Part;  

(b) the procedure for the submission of tenders for government contracts;  

(c) the requirement for contractors to enter into performance bonds;  

(d) competitive bidding in relation to government contracts.  

(e) the circumstances in which registration may be cancelled and the 
procedure for such cancellation.  

(2) Regulations under subsection (1) shall be subject to negative resolution.  
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3.32 Section 23F states the Commission may establish such number of sector committees, as it 
considers necessary for the purpose of assisting the Commission in the carrying out of its 
functions under this Part.  

3.33 In addition, procurement procedures are guided by the Government Procurement 
Procedures (GPP) Handbook produced under Section 23 E of the Contractor-General Act 
1983, which are set out in the Handbook. The Handbook is a comprehensive guide to the 
procedures and best practices needed to comply with the requirements of the National Contracts 
Commission and the enabling Contractor-General Act 1983.  The Handbook focuses on the 
issues and procedures leading up to contract formation. The post evaluation checks and balances 
related to expenditure are dealt with under the Financial Administration and Audit Act.   
 
 
ST. LUCIA 
 
3.34 As set out in Part III of the St. Lucia Procurement and Stores Regulations 1997 
the Minister of Finance may issue directions for the procurement of goods and services by 
tender or by direct purchase and he may also issue directions for the sale of stores by tender 
or by direct sale.  The Director of Finance may also issue written guidelines as may be 
necessary for the procurement of goods from local and overseas sources. 
 
3.35 The Minister, under Regulation 11, shall appoint a Central Tenders Board to evaluate 
tenders for the procurement of goods or services and for the sale of public goods. The 
Central Tenders Board consists of the Director of Finance as Chairman, a nominee of the 
Attorney General, the Chief Economist in the Ministry of Planning, a representative of a 
Government Ministry responsible for the tenders and a representative of the St. Lucia 
Chamber of Commerce, Industry and Agriculture. 
 
3.36 The Board may either accept or reject a tender or part of a tender or, where all of the 
tenders have been rejected, the Board shall advise that new tenders be invited or that 
Departmental arrangements be made for procurement. 
 
3.37 Tenders may be invited for the procurement or sale of goods or services, including 
construction work, and a notice of the invitation to tender shall be published in the St. Lucia 
Gazette and one local newspaper. Tenders shall be placed in sealed envelopes addressed to 
the Board and shall be under confidential cover. The Board may appoint technical 
committees to evaluate any tender and for the pre-qualification of contractors. 
 
3.38 The Director of Finance, under Regulation 16, may appoint a Departmental Tenders 
Board to perform the functions of the Central Tenders Board where the value of goods and 
services does not exceed $100,000 or the goods or services tendered are in respect of that 
department only. The Board may approve any contract for the procurement of goods or 
services, including construction works. The Director of Finance shall maintain a list of pre-
qualified contractors for the procurement of services, including construction works. In the 
event that no tenders are invited, received or accepted for the procurement of services 
including construction works, or where a contractor defaults in the performance of a 
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contract, an accounting officer may select from a list of pre-qualified contractors a suitable 
contractor to provide the services required. Where the value of the contract is $20,000 or 
higher, the approval of the Director of Finance shall be obtained. 
 
3.39 Where, in accordance with Regulation 18(4), a contractor defaults in the 
performance of a contract to supply goods or services, the Director may authorize an 
accounting officer to make separate arrangements for the purchase of goods and services 
against local purchase orders. 
 
3.40 The accounting officer shall ensure that any security or bond required to be signed 
by a contractor or his or her sureties is verified and lodged with the Accountant General. 
 
3.41 Works or services not exceeding $20,000 in value or such greater amount may be 
authorized by work orders signed by any officer authorized to do so by an accounting officer 
without the execution of a written contract. 
 
3.42 The Regulations also make provision that under no circumstances may two or more 
works orders be issued for the same work or service. 
 
 
TRINIDAD AND TOBAGO 
 
3.43 The Trinidad And Tobago Exchequer and Audit Act Cap 69:04 provides for the 
control and management of the public finances of Trinidad and Tobago. Financial 
Regulations made in 1965, under section 45 of the abovementioned Act, provides at 
Regulation 127 that the authority to award contracts shall be as provided for in regulations 
made in pursuance of the Central Tenders Board Act. 
 
3.44 Section 4 of the Central Tenders Board Ordinance 1961 No.22 gives the Central 
Tenders Board the sole and exclusive authority to: 
 
(a) act in the names and on behalf of the Government and Statutory bodies inviting, 

considering and accepting or rejecting offers for the supply of articles or for the 
undertaking of works or any services in connection therewith necessary for carrying 
out the functions of the Government or any Statutory Bodies; and 

 
(b) to dispose of surplus or unserviceable articles belonging to the Government or any 

Statutory Bodies. 
 
3.45 Section 5 of the Ordinance provides for a Board comprised of eight (8) members. 
The members include the Treasury Secretary, four (4) public officers appointed by the 
Governor and such other members, appointed by the Governor. The Governor is also 
empowered to appoint two (2) of the ex-officio members of the Board other than the 
Treasury Solicitor to hold the office of Director of Contracts. 
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3.46 Section 19 requires that a committee may act for the Board where the value of the 
articles to be supplied or works or services to be undertaken does not exceed 10,000. 
 
3.47 Section 27 requires that the Board shall require every person to whom a contract is 
awarded to provide security in the form determined by the Board. 
 
3.48 The 1965 Central Tenders Board Regulations authorised the creation of Special 
Committees to be known as The Office Machines Appliances and Furniture Committee to 
purchase office supplies as well as The Drugs Hospital Supplies Committee to purchase 
drugs. 
 
3.49 The 1979 Amendment to the Central Tenders Board Act at section 20A provides for 
the Government to act on its own behalf in transactions, which are based on an agreement, 
which involves technical or other co-operation. Section 27 provides for the engagement of 
consultants.  
 
 
Comparison of some Legal Provisions and Administrative Arrangements 
 
3.50 The most recent legislation such as the The St. Lucia Procurement and Stores 
Regulations 1997, The Jamaica Contractor-General Act 1983 with the National 
Contracts Commission 1999 amendment and The Guyana Procurement Act 2003 go 
beyond the setting up of a Tenders Board and provide for a register of prequalified 
contractors or suppliers. They also provide for private sector representation on the Tenders 
Board, The National Contracts Commission and the National Procurement Board in the 
abovementioned countries. 
 
3.51 The Central Tenders Board Amendment Act 1979 of Trinidad and Tobago 
makes extensive provisions to regulate the engagement of consultants. It is the only 
legislation found which specifically highlights the engagement of consultants and provides 
so extensively for their regulation. The Barbados Financial Administration and Audit 
(Financial) Rules 1971, makes provisions for the setting up of a Special Tenders 
Committee to deal with tenders in respect of goods or services which are to be procured 
using funds from an IFI. It is the only one of its kind in the Region. 
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4. TECHNICAL FEASIBILITY OF A REGIONAL JOINT BIDDING 
MECHANISM 

 
 
4.01 In order to assess the Technical Feasibility of the Regional Joint Bidding Mechanism 
(RJBM) it is proposed to examine the following: 
 

  (i) a possible outline structure; 
 (ii) Regional capital expenditure; and 
(iii) constraints that could impede its formation. 

 
STRUCTURE OF THE RJBM 
 
Formation  
 
 4.02 The formation of a RJBM should be seen in the context of CARICOM member 
states seeking to create an enabling environment and not in the context of CARICOM 
member states seeking to provide a facility for Regional Private sector enterprises. The 
formation of joint ventures and consortia by private companies is not a matter that requires 
or should require any participation on the part of Regional Governments. No Government 
participation is being suggested or promoted. The Governments of the CARICOM Region 
would recognize the importance of assisting Regional companies to be more competitive 
and agree to encourage the formation of Regional Joint Ventures, taking whatever practical 
steps are appropriate to create the enabling environment without discriminating against Non- 
Regional companies. 
 
4.03 In order to promote the formation of the RJBM, CARICOM member states could 
pass a resolution possibly at the annual Finance Ministers Meeting which would recognise 
its potential importance and mandate the Secretariat to take whatever practical, catalytic 
steps are necessary to facilitate the work of a private sector representative group, which 
would have the responsibility for its implementation.  
 
4.04 The details of the implementation and the structure of the mechanism are matters that 
would best be determined, by the representatives, based on the views of their members. It is 
clear that it will require the collection and dissemination of some basic information about 
the firms who express an interest. It may be that only the minimum information necessary to 
describe the area and nature of business operations and to establish contact will be required. 
Once this is provided to enquiring firms the implementing agency should have no further 
part to play.  
 
4.05 The issue of whether this information should be disseminated to all and sundry or 
whether it should be restricted will undoubtedly have to be addressed. If it is to be restricted 
what would be the criteria for distribution? One possibility may be distribution on a 
reciprocal basis. 
 
4.06 In addition to the administrative requirements mentioned above there would also be a 
need for promotion in order to make CARICOM based firms aware of the operations of the 
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RJBM. This is an area in which there may be a limited role for CARICOM Member States 
to play as facilitators of the work of the implementing agency. The usual channels, which 
are used for dissemination of Government information, could be made available.  
 
REGIONAL CAPITAL EXPENDITURE 
 
Capital expenditure  
 
4.07 The total capital expenditure of CARICOM member states during the years 2001 and 
2002 is set out in the table below. The information is taken from the CDB annual report for 
2001 and 2002. Taken as a group it is sufficiently large to attract the interest of suppliers 
and consultants and all but a few of the largest construction firms in the world. Because the 
language spoken throughout the CARICOM region is English and the legal systems are 
British based with open economies, it is a comfortable place for British, Canadian and 
American firms to do business. It must be stated that these countries have historically been 
CARICOM’s largest trading partners. It is therefore not surprising that a disproportionately 
large share of the contracts awarded in open or public tendering is secured by firms from the 
above-mentioned countries.  
 

TABLE  4.1 
CAPITAL EXPENDITURE FOR CARICOM COUNTRIES, 2001 AND 2002 

 

COUNTRY 2001 ($US) 2002 ($US)
Anguilla 4.7 1.2
Antigua and Barbuda 16.7 11.7
Bahamas 90.7 99.0
Barbados 175.7 179.3
Belize 116.4 121.1
British Virgin Islands 38.9 47.1
Cayman Islands 51.1 39.4
Dominica 23.5 10.2
Grenada 61.1 43.8
Guyana 92.2 87.6
Jamaica 161.1 174.6
Montserrat 17.5 13.5
St Kitts and Nevis 29.5 49.1
St. Lucia 46.2 49.6
St. Vincent and the Grenadines 13.2 21.6
Trinidad and Tobago 200.7 141.2
Turks and Caicos Islands 19.6 33.3
TOTAL 1,158.8 1,123.3
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CDB funded capital projects 
 
4.08    Procurement figures gleaned from CDB’s Procurement Report for the years 
1996, 1997 and 1998 show that approximately forty (40) percent of the contracts awarded 
for Capital projects funded by the Bank were awarded to Regional firms. The remainder was 
mainly to Non-Regional firms disproportionately represented by the countries named above 
at paragraph 4.07 and a small percentage was awarded to joint ventures in which Regional 
firms participated. The year 1998 was exceptional because there was a Barbados/UK joint 
venture that was awarded one works contract, which accounted for forty (40) percent of the 
total capital funding, provided by CDB in that year. That joint venture provides a good 
example of the significant opportunities that are available if Regional Firms are sufficiently 
aware of the opportunities to be gained from joint ventures and are willing to participate. It 
also suggests that Regional Firms should consider the formation of Regional joint ventures 
as well as Extra-Regional joint ventures. 
 
CONSTRAINTS TO FORMATION  
 
4.09 The following have been identified as some constraints, which may discourage or 
hinder the participation of Regional firms and especially small Regional firms in the RJBM. 
 
Small family owned Regional firms  
 
4.10 The formation of most Regional Firms is based on start up capital provided by the 
principal owner or his family. Families therefore exert significant control over the operations 
of the firm and are unlikely to participate in ventures, which dilute their control. The policies 
of Regional commercial banks have played an important if indirect role in the development 
of the prevailing attitudes. Commercial Banks have been unwilling to finance business start 
up or fledgling businesses unless the loans are secured. In practice the only form of security, 
which is acceptable, is real estate. Those who choose self-financing are understandably 
disinclined to accept objective approaches to the management of their assets. 
 
4.11 The capital markets in the region have been in operation for over a decade in the 
More Developed Countries. Equity financed start-ups are almost unknown. Self-financing 
for small and micro enterprises and loans for medium sized enterprises is still the preferred 
method of financing new businesses. 
 
Regional Firms are not generally outward looking 

 
4.12 Lack of competitiveness fostered by protectionist policies, in small markets, allowed 
regional firms to maintain a relatively secure if limited existence, in the post independence 
period. Except for a few specialised products, for example Angostura Bitters exported from 
Trinidad and Tia Maria exported from Jamaica, Extra Regional markets were considered 
impenetrable. Within the last twenty years the Caribbean nationals who have established 
communities in the metropolitan countries have provided an increasingly important market 
for CARICOM goods. CARICOM contractors are increasingly participating in Regional 
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projects but this is a relatively new exercise for most. The same applies to CARICOM 
consultants although it should be noted that there are a few noteworthy exceptions.  
 
No history of operating in a highly competitive market 
 
4.13  With the exception of Trinidad, there is very little history of competitiveness in the 
marketplace. Trinidadian manufactures, suppliers and to a lesser extent contractors dominate 
the CARICOM Region. It is generally acknowledged that the cost of most inputs are cheaper 
in Trinidad, but in addition to the cost of inputs the competition within Trinidad has 
provided an excellent proving ground, for the export of goods and construction services 
within CARICOM. The Government of Trinidad and Tobago by a policy decision of cabinet 
has also provided a competitive advantage to Trinidadian suppliers by way of a 10 percent 
preference against external suppliers of goods. This policy decision is noted in the document 
entitled “National Legislation, Regulations and Procedures Regarding Government 
Procurement in the Americas” noted at paragraph 3.02 above. The business sector in the 
other CARICOM countries is characterised by a prevalence of distributive traders in 
protected markets. 
 
Prequalification Requirements 
 
4.14 The purpose of creating a joint venture for contractors would be defeated if the joint 
venture is unable to prequalify and execute contracts, which the individual partners were 
unable to do individually; or if the joint venture is unable to operate more efficiently than 
the individual partners. The proposed RJBM seeks to promote the achievement of the former 
and it is in this context that the issue of prequalification requirements for contractors arises. 
It should be noted that postqualification and not prequalification would be applicable to 
goods. Major equipment or industrial installations may attract prequalification in the same 
manner as works.  The most complete documentation of prequalification requirements, 
which CARICOM contractors are required to satisfy is provided in the Standard 
Prequalification Documents of the IFIs, which operate in the Region. These are often 
amended and applied by individual countries or agencies to works, which are not funded by 
an IFI. The CDB Standard Prequalification Document, Procurement of Works 1995, is 
selected as a sample and examined as set out below since it is the one, which is applicable to 
all CARICOM countries. The Prequalification Document, at paragraphs 18 to 22 of the 
section entitled Principles and Procedures of Prequalification sets out the requirements, 
which apply to the Prequalification of Joint Ventures. The requirements are summarised 
below. 
 
4.15 Paragraph 18, notes inter alia that mandatory joint ventures are not acceptable. 
Paragraph 19, notes inter alia that each party of the joint venture must submit the complete 
documentation required of an individual contractor. Paragraph 20, notes inter alia that a 
formal joint venture agreement must be submitted with the joint venture bid and that the lead 
partner as well as the individual with overall responsibility for the joint application, who will 
be the principal contact for communications must be designated. Paragraph 21, notes inter 
alia that prequalification as an individual contractor as well as a joint venture partner is 
allowed, however bidding as both is not. Paragraph 22, notes inter alia that successful 
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prequalification is a requirement for formation or regrouping of joint ventures, after 
prequalification. 
 
4.16 Prequalification of consultants by comparison is a simpler process, which should not 
provide the difficulties noted above for contractors. Prequalification of consultants is usually 
referred to as shortlisting, since the maximum number who are chosen is usually limited to 
five (5) or six (6). Unlike Contractors there is usually no requirement that each consultant 
who seeks to be a party to the joint venture must submit the complete documentation 
required of an individual consultant or firm of consultants.   
 
Representatives of private sector groups  
 
4.17 The promotion and information gathering which will be required, should be 
undertaken by representatives of private sector organizations, for example, the Caribbean 
Chamber of Commerce or the Caribbean Association of Industry and Commerce which 
have observer status at CARICOM meetings. For operational reasons and in order to 
promote ownership it is necessary that an organisation, which is representative of the private 
sector, should play the leading role in operating and maintaining the proposed RJBM. 
Caribbean suppliers, contractors and consultants do not have a history of working together 
to promote their welfare. There is at present no viable Caribbean Contractor’s or Suppliers’ 
Association. The present status of the Caribbean Consultants’ Association could be 
described as functioning but not vibrant. 
 
4.18 Comments received from the Jamaica Master Builders Association and the 
Trinidad and Tobago Contractors Association support the view that the formation of an 
Implementation Agency or a desk within an existing Agency to facilitate the formation of 
joint ventures would be welcomed. The Master Builders Association already has in place a 
database of its members and their capability, which serves to promote the formation of joint 
ventures. The common view seems to be that CARICOM could play the critical role in the 
conception of the Implementation Agency, but the operation should be executed by the 
private sector.  
 
 ASSESSMENT OF FEASIBILITY 
 
Technical Feasibility 
 
4.19 Based on an examination of the possible structure of the RJBM there seems to be no 
apparent reason why it cannot be successfully constituted. The administrative and 
operational requirements are minimal. The technical requirements are those that would be 
needed for a registration and promotion service, using a web site as the point of contact. 
This is now commonplace since almost every internet business, includes a similar function 
where information on particular clients are entered and updated by the client themselves and 
stored, retrieved and disseminated at will, by the owner of the website.  
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Sustainability and evaluation of successful operation 
 
4.20 The more difficult assessment would be to determine and apply the criteria for 
successful operation, which must be based on the number of successful joint ventures 
formed. It is clear that a RJBM would need a lengthy period to become established and to 
gain the confidence of potential users across the Region. Contractors who are members of 
the Jamaica Master Builders Association and the Trinidad and Tobago Contractors 
Association and are familiar with the operation of a member’s database may prove to be the 
greatest beneficiaries in the beginning. The constraints set out above suggest that it is likely 
to have a very slow start. However if a few well-publicized successes are produced, it is 
likely to gain the confidence of Regional Firms and its services will be in great demand. In 
either case it is of paramount importance that the criteria for successful operation be pre-
determined and that time based indicators of success be developed. There should be built in 
methods to measure and evaluate success with proposals for review and possible termination 
in the event that the targets are not achieved. 
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5. LIST OF QUALITATIVE COST AND BENEFITS 
 
 
5.01 The Costs and Benefits displayed below are not total cost or benefits but rather the 
incremental costs and benefits, which would result from formation of joint ventures. The 
identified Costs and Benefits are separated to show those relevant to the firms and those 
relevant to the Region. 
 
 

TABLE 5.1 
COSTS AND BENEFITS TO THE FIRMS 

      
 
COSTS TO FIRMS  

 
BENEFITS TO FIRMS 

  
Administrative cost to form joint venture Larger organisation with greater capability 
Tender preparation cost Access to larger contracts and greater 

income 
 Lower unit costs, greater efficiency 
 Potential for export of services 
 Greater viability, profitability 
 
 
 

TABLE 5.2 
COSTS AND BENEFITS TO THE REGION 

 
COSTS TO REGION BENEFITS TO REGION 
  
CARICOM Secretariat start up costs Greater income 
Administrative cost to store and retrieve 
information and maintain web pages 

Retention of foreign exchange 

Advertising and promotion cost Greater productivity 
 Employment of skilled nationals 
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6. STRATEGIC IMPLEMENTATION OPTIONS ANALYSIS 
 
FOUR –PART STRATEGY 
 
6.01 The strategic objective should be the establishment of a RJBM, which can foster and 
promote the formation of Regional Joint ventures, in order to capture a greater proportion of 
the Capital Expenditure generated by CARICOM Member Countries. In order to achieve the 
strategic objective a four-part strategy could be applied as set out below, with the activities 
identified as the basis for the implementation strategy: 
 

(i) Participation and Consensus Building 
(ii) Assignment of Responsibilities 
(iii) Implementation Plan 
(iv) Promotion and Marketing  

 
6.02 The institutional arrangements as they relate to the activities are shown in Table 6.1  
below. As the table shows the implementation activities are all entirely within the 
responsibility of the Private Sector, which suggests that the usefulness of a full strategic 
implementation options analysis is doubtful. 
 
 Participation and Consensus Building  
 
6.03 The CARICOM Secretariat (or another chosen Regional Organisation) should be 
officially assigned the task of liaising with Private Sector Representative Organisations. As 
mentioned at paragraph 4.03 this could be done by way of a resolution which would have 
the benefit of granting CARICOM’s stamp of approval to the formation of the RJBM while 
also providing a basis for the involvement of the CARICOM Secretariat.  
 
6.04 The anticipated role of the Secretariat should be as a catalyst. The widest 
participation of Private Sector Representative Bodies should be encouraged. Sufficient time 
should be allowed to ensure that the membership of these organisations is allowed an 
opportunity to contribute views, comments or alternative ideas. It must be recognised and 
acknowledged that consensus building takes time and requires a willingness to proceed at a 
pace, which accommodates those among the membership who are slow to respond. 
 
Assignment of Responsibilities 
 
6.05 The person(s) charged with the responsibility to represent the CARICOM Secretariat 
should be identified and their responsibilities and objectives must be clearly defined. It 
should be made clear that the Secretariat should act as a catalyst to foster the formation of 
the Implementation Agency. The difficulty of achieving this objective should not provide an 
inducement for the Secretariat to undertake the implementation of the RJBM. The Private 
Sector Representatives should among themselves determine who would be best able to 
implement the RJBM. Some prospective Regional organizations are identified at paragraph 
4.17 above. It is possible that they may consider other options such as the combination of 
Representative Bodies or the creation of a Special Agency with the sole responsibility to 
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implement the RJBM or the operation of a desk within an existing organization. The 
selection of the most efficacious option must be the responsibility of the Private Sector 
Representatives. The proper execution of that responsibility means that the process cannot 
be complete until there is a fully functional Implementation Agency in place. The 
Implementing Agency will need to demonstrate that the responsibility and ownership of all 
matters related to implementation have been taken on board.  
 
Implementation Plan 
 
6.06 Because the responsibility for the implementation must belong to the Private Sector, 
it follows that the specific strategy for implementation must emanate from that source as 
well. While it is recognised that an implementation plan must be prepared, it would seem 
appropriate that the Private Sector be allowed to prepare its own plan, after a consensus has 
been built, as described above at paragraph 6.04, which responds to the problem as defined 
by that consensus and seeks to achieve the objectives, which would have identified. 
 
Promotion and Marketing 
 
6.07 The strategic implementation options are therefore limited to the actions, which 
precede the formation of a Private Sector Implementation Agency. Once the Implementation 
Agency is in place there should be no further role for the Secretariat except as facilitators of 
promotional activities, as mentioned at paragraph 4.06 above. 
 
6.08 It is clear that a significant amount of promotion and marketing will be necessary to 
inform potential joint venture members of the activities of the RJBM and to convince them 
that it is in their interest to participate. The best marketing tool would be the publication of 
success stories on a frequent basis. 
 

TABLE 6.1 
INSTITUTIONAL RESPONSIBILITY AND DURATION 

OF STRATEGIC ACTIVITIES 
  Activity Duration 

(estimated) 
Responsible 
Institution 

Comments 

    
CARICOM 
resolution 

12 months CARICOM Maximum 
duration shown 

Participation and 
Consensus 
Building 

9 months Private Sector 
Reps. 

Starts with 
CARICOM 
resolution 

Assignment of 
Responsibilities 

3 months Private Sector 
Reps. 

 

Preparation of 
Implementation 
Plan 

6 months Implementing 
Agency 

Includes time for 
review  

Promotion and 
Marketing 

6 months Implementing 
Agency 
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Limitations on the range of goods or scope of services 
 
6.09 The RJBM as described above does not anticipate the need for any limitations on the 
combinations of Contractors, combinations of Suppliers or combinations of Consultants who 
may wish to form joint ventures. Similarly there should be no limitations on the range of 
goods or scope of services to be considered. As far as possible artificial barriers or 
restrictions should be avoided and the users who are members of the private sector should 
allow market forces to determine what propositions are viable. 
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PART B - REGIONAL BONDING FACILITY 
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7. PURCHASE OF BONDS AND GUARANTEES 
 
 

7.01 The terms bonds and guarantees are often used interchangeably but there are notable 
differences in English Common Law, which is the basis for the legal systems of most of the 
CARICOM  jurisdictions.  
 
Blacks Law Dictionary 7th edition 1999, page 169-170 states as follows: 
 

“bond” means a written promise to pay money or do some act if certain 
circumstances occur or a certain time elapses. 

 
The distinguishing feature of a bond is that it is an obligation to pay a fixed sum 
of money at a definite time with a stated interest and it makes no difference 
whether a bond is designated by that name or by some other, if it possesses the 
characteristics of a bond. 
 

Osborn’s Concise Law Dictionary 9th edition 2001, page 186 states as follows: 
 
“guarantee” – A secondary agreement in which one person (guarantor) will 
become liable for the debt of the principal debtor if the principal debtor defaults. 

 
TENDER BONDS, PERFORMANCE BONDS AND GUARANTEES  

 
Tender Bonds or Guarantees 

 
7.02 In the Caribbean either Tender bonds (bid bonds) or tender guarantees may be 
requested by the Client, Employer or Agency which issues an invitation to participate in a 
competitive tender. The amount of the Tender security may be stated as a percentage of the 
tendered price or as a fixed sum. Tender security is requested for the reasons set out below: 

 
(i) As a demonstration that the bidder is convinced about its own capability to     

complete the contract; and 
(ii) As a financial undertaking, in the event that the successful bidder is unable  

   to proceed to contract. 
 

7.03 Tender bonds or guarantees are usually requested from Contractors and Suppliers 
and infrequently from Consultants. The tender bond or guarantee provides a financial 
remedy in the event that the Contractor or Supplier does any of the following: 

 
(i) withdraws the offer before the expiry date. 
(ii) refuses to accept or repudiates the contract. 
(iii) fails to produce a Performance bond or guarantee, if required as a condition of    

acceptance by the Client, Employer or Agency, which issues the invitation. 
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Performance Bonds or Guarantees 
 

7.04 Similarly Performance Bonds or Guarantees are usually requested by the Client, 
Employer or Agency which issues an invitation to participate in a competitive tender. The 
amount of Performance security used in the Region is usually 10 percent but may be as 
much as 25 percent especially when a Performance Guarantee is used. Performance security 
is requested for the reasons set out below: 

 
(i) as an indication that the bidder has the required skills, and competence to  

execute the required contract and comply with the agreed terms and  
conditions; 

(ii) as a financial undertaking, in the event that the successful bidder is unable  
             to meet or insufficiently fulfils his contractual delivery obligations. 

 
7.05 Performance bonds or Guarantees are usually requested from Contractors and  
Suppliers. The performance bond or guarantee provides a financial remedy in the event that 
the Contractor or Supplier does not completely satisfy his contractual delivery obligations. 
 
7.06 Performance Guarantees can be of two types, either conditional or unconditional. 
For the Conditional Guarantee the required conditions of default are not met until an 
agreement has been reached on the amount of damages payable, or until an award has been 
made under the applicable provisions for settlement of disputes. The unconditional (or On-
Demand) Bank Guarantee has the merit of simplicity. There are no required conditions of 
default and it can be called (or threatened to be called) by Employers without justification. 
 
 
Other Guarantees 

 
7.07 Guarantees are also required where an employer, owner or client makes advance 
payments to a contractor, supplier or consultant and are referred to as, advance payment 
guarantees. Advance payment guarantees are usually required when the payment is a 
significant sum. Individual consultants who receive small advance payments are usually not 
required to provide a guarantee. Successful bidders who need to provide guarantees are 
usually operating at a sophisticated level and should be capable of satisfying the 
requirements without assistance.  The RBF will therefore be examined in the context of 
providing tender and performance security.   
 
 
Factors that contribute to the high cost of Bonds or Guarantees 
 
7.08    Tender security and Performance security are issued in CARICOM countries by 
banks and insurance companies. The cost of issuing these bonds or guarantees is usually 
based on a percentage of the bond or guarantee as well as the risk, which is assessed by the 
bank or insurance company. The bank or insurance company treats the bond or guarantee as 
a credit facility and would therefore seek to ensure that the bidder is creditworthy and has 
the security to satisfy their requirements to access the credit. A creditworthy bidder would 
be provided with a Performance bond at a cost estimated to be half (1/2) percent or greater 
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of the value of the successful bid. In addition it is usual for the bid to be secured by other 
assets. The Guarantee is usually approximately two to three times as expensive as the bond. 
Regional banks and insurance companies have always claimed that the small size of the 
market and consequently the inability of the bank or insurance company to spread the risk is 
the reason for the high cost of providing bonds or guarantees. 
 
 
7.09 A large volume of construction works and consequently contracts may be a valid 
reason for proposing joint venturing for Regional firms but it does not support the 
presumption that a high volume of tender and performance bonds or guarantees will be 
generated for Regional Banks and Insurance companies. This seeming contrdiction exists 
because bidding documents used by all the major International Financial Institutions in the 
Region allow the Bidder to submit Tender Bonds or Guarantees and Performance Bonds or 
Guarantees either from local institutions or from a foreign institution which the Bidder has 
determined to be acceptable to the Client or Employer. Since Regional Governments are 
quite willing to accept foreign bonds or guarantees, the result is that foreign institutions with 
the direct approval of Regional Governments control the largest slice of the bonding and 
guarantee business in the Region.  
 
7.10 Some attempts have been made by Regional insurance companies to spread the risk 
by jointly providing performance bonds or guarantees when the value of the bonds or 
guarantees were considered particularly high for one insurer to undertake. Unfortunately one 
perverse effect of these joint undertakings is that when there is a call on a high valued bond 
or guarantee which has been jointly provided, it jointly reinforces the notion that the 
insurance companies need to keep the price high. The result is that co-operation among the 
insurance companies spreads the risk but it discourages competitive pricing. 
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8. LEGAL AND ADMINISTRATIVE BASES 
 

8.01 The only legal provisions, found in CARICOM countries, which deal with the award 
of Government contracts and expressly refer to the need for tender and performance 
security, can be found under the laws of Barbados, Jamaica, St Lucia and Trinidad and 
Tobago as set out below. 

 
PROVISIONS UNDER BARBADOS, JAMAICA, ST. LUCIA  AND TRINIDAD AND 
TOBAGO LAW 

 
8.02 Rule 139 of the Financial Administration and Audit (Financial) Rules 1971, 
under the Barbados Financial Administration and Audit Act Cap. 5 of the Laws of 
Barbados, enacted in 1964 provides for the mandatory inclusion of sureties for the 
performance of a contract, in respect of all contracts made under these rules. The only 
exception is for a contract, which is for the supply of materials or goods, which will be 
received and examined or tested before payment is made. Paragraph 140 states as follows: 

 
8.03 When a surety is required pursuant to rule 139, the tender, notice or letter of 
invitation shall state that the department concerned will require a surety: 

 
(a) by way of a deposit with the Treasury of a sum of money or approved    

securities to the value of not less than 10 percent of the contract price; or 
 

(b) by way of a bank or accredited insurance company whose liability shall be   
not less than 10 percent of the contract price; the cost of obtaining such a  
surety shall be the responsibility of the contractor, who need not  
specifically make arrangements for sureties unless and until his tender has  
been accepted; or 
 

(c)       by way of satisfactory personal sureties. 
 

8.04 Section 23E(c) of the Jamaica Contractor General Act 1983 states as follows: 

The Commission may make regulations prescribing …the requirement for contractors to 
enter into performance bonds;  

8.05 The Jamaica GPP Handbook at paragraph 6.15 states as follows: 

When the estimated contract value exceeds J$4M, a note should state that all tenders must be 
accompanied by a tender security in the forms and amounts prescribed in the tender documents. 
 
The amount of the security should be a fixed sum that may be calculated as a percentage of the 
estimated value.  The percentage to be used will normally fall in the range between 1% and 2% 
of the estimated value of the contract. 
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The events that will release the tender security should be listed.  The situations in which a 
security will be forfeit should be detailed. 
 
It should be noted that where tender security is required, any tender not accompanied by a valid 
security will be rejected as non-responsive. 

 
8.06    Part III of the St. Lucia Procurement and Stores Regulations 1997 at paragraph  
20, states as follows: 
 
 
(1) An accounting officer shall ensure that any security or bond, required to  

be signed by a contractor and his or her sureties is verified and lodged with the 
Accountant General. 
 

(2)        Repayment of any amount lodged for security may be made on a  
certificate signed by the accounting officer that the service to be provided has been 
satisfactorily completed. 

 
8.07 The Trinidad and Tobago Central Tenders Board Ordinance 1961 No. 22 at section 
27 provides that the Board shall require every person to whom any contract is awarded to 
provide security in such form and to such extent as the Board may determine. 
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9. TECHNICAL FEASIBILITY OF A REGIONAL BONDING FACILITY 
               

PURPOSE OF THE RBF 
 

9.01 The sole purpose for considering the formation of a RBF is to serve to lower the cost 
of providing tender and performance bonds or guarantees. This service is presently provided 
by existing Regional banks and insurance companies, which have always claimed that the 
small size of the market and consequently the inability of the bank or insurance company to 
spread the risk is the reason for the high cost of providing bonds or guarantees as noted 
above at paragraph 7.08.  

 
9.02 There are essentially four ways in which the cost of providing bonds or guarantees 
could be lowered by the formation of a RBF. These are set out below: 
 
(i)  A RBF must have a lower administrative cost than the existing banks   

               and insurance companies; 
 

(ii)  A RBF must be better able to assess the risk presented by each bidder,  
              than the existing banks and insurance companies; 

 
(iii)  A RBF must be better able to reduce its overall exposure to risk, than  
              the existing banks and insurance companies by spreading the risk,  
              through reinsurance and/or government guarantees; and 

 
(iv)  A RBF may be able to convince Regional governments to reduce the use of tender 

bonds or guarantees, (especially for relatively small contracts) and the use of 
performance bonds or guarantees as outlined below. 

 
 9.03 In respect of (iv) above, frivolous bidders could be discouraged by an increase in the 
price of the bidding documents. Similarly the use of the performance bond or guarantee 
could be reduced, where the materials or goods would be received and examined or tested 
before payment is made; as is provided for in the exception at Rule 139 of the Financial 
Administration and Audit (Financial) Rules 1971, under the Barbados Financial 
Administration and Audit Act Cap. 5 of the Laws of Barbados, 1964 cited at paragraph 
8.02 above. 

 
 

BONDING COMPANIES 
 
9.04 Bonding Companies are used extensively in the United States of America to provide 
bonds for construction and many other purposes. A feature of the bonds, which they provide 
under the laws of different States within the USA, is that the bonds can only be invoked on 
the occurrence of specified events, which need to be verified as a pre-condition for payment. 
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It is therefore commonplace for Bonding Companies to resist payment while the basis for 
the claim is being investigated.  
 
9.05     In the absence of prequalification Bonding Companies in the USA also provide a 
verification service, since the Bonding Company will not issue a bond without satisfying 
itself about the veracity of the applicant’s information and it’s capability. In the absence of 
prequalification Employers usually seeks the protection of a 100 percent bond.  
 
 9.06 While a bank or insurance company may mitigate its exposure to risk by the 
diversity of its business a bonding company has no such option. When this is set in the 
context of a small market it suggests that bonding companies are unlikely to be attracted to 
the Region without significant changes to the legal and operating environment. 

 
 

ASSESSMENT OF FEASIBILITY 
 

9.07 Of the four methods set out at paragraph 9.02 above for lowering the cost of bonds 
and guarantees by the use of a RBF the first three could be achieved only by successfully 
competing against the existing Regional banks and insurance companies. It is unlikely that a 
RBF established by private sector interests, could compete successfully in such a small 
market, where the existing Regional banks and insurance companies are able to conduct the 
sale of bonds as a small part of their overall business. It is even more unlikely that a RBF 
established with Regional Government participation, could compete successfully. 

 
 
 

9.08 It is generally agreed that the business of assessing risk is a peculiar commercial 
activity and as such it would seem to be better conducted by a commercial enterprise. 
Maintaining low administrative costs requires the organization to have the flexibility to 
make changes as required. Organizations established with Regional Government 
participation, are unlikely to have the required flexibility.  

 
9.09 Based on the foregoing the technical feasibility of a RBF is considered to be 
uncertain and its formation would not be recommended. The commercial initiative and 
acumen required to deal with the sale of bonds and especially the assessment of risk would 
seem to be more appropriately placed in the private sector.  

 
9.10 In the aftermath of the 9/11 disaster of 2001, the representative body for insurers in 
Barbados had sought to persuade the Barbadian Government to set up a fund, which would 
have provided loans to supplement the resources of insurance companies, in times of 
disaster. To date it remains as a proposal and it is unlikely that other Regional governments 
would be in a better position to accommodate such a request. 

 
9.11 Irrespective of the formation of a RBF, the fourth method set out at paragraph 9.02 
above for lowering the cost of the RBF should be pursued since it has significant and 
immediate potential benefits. It should be noted that this assumes a change in legislation to 
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be based on the Barbados Financial Administration and Audit (Financial) Rules 1971, 
and is the only legislative change considered in this paper.  

 
9.12    The CDB Standard Bidding Document, Procurement of Works 1995 requires that a 
tender bond or performance bond should be issued by a firm in the Employer’s country or 
from a foreign firm determined to be acceptable to the Employer. It would help if this 
requirement could be changed from country to CARICOM Region. The use and acceptance 
of Regional bonds as opposed to specific country bonds would change the market from 
individual countries to a Regional market, which should result in increased competition, 
greater efficiency and lower prices. This is the only change, which is proposed in this paper, 
in respect of bidding documents.  
 
9.13 Regional Governments may not be able to change the Bidding Documents of the IFI to 
restrict the provision of bonds by only local or Regional Firms. They do however, have the 
power to refuse to accept bonds directly from foreign institutions and can insist that where 
the bonds are issued from foreign institutions they should be routed through local 
institutions who have the capability to confirm the quality of the surety. 
 



 35

REFERENCES: 
 
1. “CDB Standard Bidding Document, Procurement of Works 1995”. 
2. “CDB Procurement Report 1997-1999 
3. “International Contracting and Procurement For Development Projects, Volume 1” 

Raghavan Srinivasan and David Sassoon, The International Law Institute, 
Georgetown University Law Centre. 

4. “Construction Insurance”, Nael G. Bunni, Elsevier Applied Science 
Publishers, London 1986.          

5.   “National Legislation, Regulations and Procedures Regarding Government 
Procurement in the Americas”   http://alca-ftaa.iadb.org/eng/gpdoc2/INTRO.htm 

6. Barbados Financial Administration and Audit Act, 1964 (Cap. 5) 
7. Barbados Financial Administration and Audit (Financial) Rules, 1971 
8. Barbados Financial Administration and Audit (Supplies) Rules, 1971 
9. Barbados Financial Administration and Audit (Drug Services) Rules, 1980 
10 Bahamas Financial Regulations 1975 
11. Dominica Financial Stores Regulations 1980 
12. Guyana Procurement Act 2003. 
13. Jamaica Contractor-General Act 1983 
14. Jamaica Government Procurement Procedures (GPP) Handbook 
15. St. Lucia Procurement and Stores Regulations 1997 
16. Trinidad and Tobago Exchequer and Audit Act Cap 69:04 
17. Trinidad and Tobago Central Tenders Board Ordinance 1961 No.22 
 
 
 
 
 
ACKNOWLEDGEMENTS 
 
The following persons provided procurement documentation, information, comments or 
insights, which are gratefully acknowledged: 
 
BT Lewis   Member, Tenders BoardAntigua 
Carlos Belgrave   Supervisor of Insurance, Barbados 
Christopher Grovesnor  Manager, United Insurance, Barbados 
Donald Mullings  President, Jamaica Master Builders Association  
Gentle Wallace   Executive Member, Jamaica Master Builders Association   
Hillary Hazel   Government Procurement Representative, 

 St Kitts and Nevis 
Merlyn Marcano                         Government Procurement Representative, Trinidad and Tobago 
Sylvonne Jack   Procurement Representative, St. Vincent and the Grenadines 
Hugh Schamber   President, Trinidad & Tobago Contractors Association 
Jerry Medford   Executive Member, Trinidad & Tobago Contractors Association 
Michael Stewart  Manager, Bank of Nova Scotia, Barbados 
Neermal Recka   Government Procurement Representative, Guyana 
Patrice Pratt-Harrisson  Government Procurement Representative, CARICOM 
Petronell Green   Member Tenders Board, Dominica 
Carol Ayoung   Honourary Secretary, CAIC 



 36

 


