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I. SUMMARY AND RECOMMENDATIONS
 

A. Recommendations
 

The Regional Development Office/Caribbean (RDO/C) recommends the
 
following loan to finance the Caribbean Agricultural Trading Conpany Project.
 

- AID Loan $4,000,000 

Terms: Fifteen year repayment pLriod including 
five years grdce on amortization with 
interest of four percent during the 
grace period and seven percent 
thereafte.r. 

- Borrower Contribution 
($750,000 as a CP to disbursement of AID 
Loan Funds) 

2,031,500 

- AID Grant 225,000 

- ID Grant 434,000 

- Project Total 6,690,500 

- Disbursement Period Five Years 

B. Summary Project Description
 

1. Borrower
 

The Caribbean Agricultural Trading Company (CATCO) is a mixed 
public/private stock corporation, with 51% of its stock held by the Caribbean 
Food Corporation (CFC), and 49' held by the private sector. CATCO was estab­
lished in 1981 by the CFC and incorporated in Barbados. Its Board of Directors
 
represents both CFC and the private sector, and ischaired by the President of
 

Grace Kennedy & Co. The regional character of CATCO is reflected in both the 
shareholdings of CFC, which represent all CARICOM members, and in the distri­
bution of sharcs to various private companies in the Caribbean. As a commer­
cially viable trading company, CATCO's goal is to expand the trade of
 
agricultural and agro-industrial commodities produced in tile Caribbean. To
 

CATCO will establish trade between the producer, processors
achieve this goal, 

and wholesalers and markets for regionally produced agricultural products,
 
while at the same time increase the use of agricultural inputs by promoting
 
their availability at the distributor level.
 

The Caribbean Food Corporation will guarantee the full amount of
 

the loan to CATCO. The CFC is a regional organization which was established
 

by the twelve member governments of CARICOM in 1976 for the purpose of reducing
 
growing food import bills through promotion of regionally produced agricultural 
commodities. CFC has the same twelve member government representation as does 
CARICOM and is the majority stockholder of CATCO. For the purpose of guarantee­

ing the AID loan to CATCO, CFC will set aside, or reserve, the equivalent of
 

USS4 million in callable shares such that they could only be alled for payment 
on this loan.
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2. Project Summary 

The project will support the establishment of a viable commercial
 
trading company (CATCO) which can increase the volume of food commodity trade
 
among CARICOM member states and inextra-reqional markets. The CATCO operation
 
isdesigned to overcome such market constraints as high transaction costs,
 
geogrdphic dispersion of production, inadequate intra-regional transportation,
 
unavailability of agricultural inputs, high handling costs and others. Itwill
 
aggressively identify markets, anticipate demands, and actively promote produc­
tion of the kind and type of produce needed. This behavior will be a major
 
step towards providing the necessary linkage betwee2n markets and farmers. As
 
a result, more stable supply relationships can be established, ard regionally
 
produced commodities will take a larger share of existing CARIC0M markets.
 
CATCO will achieve cost savings by eliminating the need for multiple inspections
 
of small lots of produce and by reducing losses through improved physical handl­
ing. Itwill also provide market leadership for selected high volume commodities
 
'roduced in the Region. This will establish more routinc and efficient movement
 
of commodities and enable CATCO to gain greater market penetration and to assure
 
markets for regional growers. 

To help CATCO achieve these objectives, AID will provide loan
 
funds for assistance in three areas: (a)approximately $3,250,000 will be used
 
primarily for the purpose of financing inventory, trading activities and initial
 
operating costs; (b)approximately $500,000 to be used as capital for the purpose
 
of investing in specific services and facilit:2s that are necessary links in the
 
producer-to-market chain of agricultural products promoted by CATCO; and (c) 
approximately S250,000 for technical assistance in identified areas. Inaddi­
tion, AID will provide a Grant in the amount of $225,000 to enable frequent and 
intensive process evaluatien of CATCO activities over the life of the project, 
and accomplish an impact evaluation in year five. 

3. Sunmmary Findins
 

The Caribbean Agricultural Trading Comrpany Project addresses a 
major need in the East'.rn Caribbean to reducL its traditional dependence on 
food imports and expand the production and marketing of regionally produced
 
agricultural coninodities. The Project Cormmittee has reviewed all aspects of 
the pruposed project arid finds that it is technically, socially, economically
 
and financially sound and consistent with the development objectives of the
 
participating countries represented in CATCO and of RDO/C. Ithas also been
 
determined that CAICO is institutionally capable of administering the project
 
and disbursing the funds conmnitted within the time planned for implementation 
(five years).
 

C. Project Issues 

The PID for the project was reviewed on March 5, 1982. Issues raised 
by the DAEC were expressed in a guidance cable dated April 3, 1982 (see Annex 
B, Exb. 2). These issue-s are identified below along with a reference to the 
appropriate section of the Project Paper in w.hich they are addressed: 

http:East'.rn
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ISSUE P.P. REFERENCE
 

1.Marketing and Related Production Section I[B, II D-2 and
 

Constraints IV D-2
 

2. Inter-Island Transort Constraints Section I D-3 and IVA-3
 

CATCO Plans for Trading in the Section III D-3 and IVA-i
 
Extra-Regional Market
 

4. Financial Issues - Grant Funds Section III D-5 and IV C 

5. Financial Issues - Debt/Equity Section IV C
 

Ratio
 

6. Financial Issues - Loan Guaranty Section I B and Pnnex A-2
 

7. Leqdl Aspects of CATCO's Section IV B-3
 
Organization
 

8. Environmental Aspects Section IV E
 

D. Participants in the Preparation of the Project Paper 

RDO/C
 

Willidh Guucou, - Agriculture and Rural Developimnt Officer, RDO/C 
?mary June - Capital Projects Officer 
Robert Meighan - Regional Legal Advisor, 1D\/C 
Terry Bro,.,n - Pfevelr)n'nt P>sourcms (fficer 

USAID/Washi nqton
 

Dr. Duncan Miller - Chiif, Rural In'titutions Division, 
Uft ice of Multi -Sectoral De.lopment, S&T 

__n
Contractor-. Their UeJW( entativYe Partici 1,IiL Projec
DeveI oprnenrt 

Michigan tate Uniyer. it y, Alt(ernwtivu Rural Ievelopefn(rt Strategies 
Cooperative Agreement AID/ta-CA-3 

Deloi tie, Hlk in%and !e1l A, -ociate,-, Edmorntc , Albe rta, Canada 
SyS ter ,-r up Vf I)~ , ~rIdetwn.[ara(0 

Dr. Michael ',4c.eber - ,IJ , Ari cu 1tura I L oomi t
 

Dr. Harold Riley - I1 , Aq(ricultural Eco,omi t
 

Dr. David Ilughe -. C(on u1ltant, Markot AnDlyst, [IISA
 
Mr. Ronald 1Moroan - Conu 1taut, Marip,-rent Corw,ul tant
 
Mr. Jamesj Fenton - ("ow ul ta t , I inmnlci al Anlyst, DSA
 
Mr. Carl Koehi er - Consul taut, Entomologoi,,, IJCLA
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Principal Liaison Persons in CATCO
 

CATCO Staft and Consultants
 

Mr. Douglas Orane - Grace Kennedy Co. & Acting CATCO 
General Manager 

Mr. Trcvor Lovell - CATCO Trade Manager 
Dr. Basil Springer - CATCO Consul tant, Systems 
Ms. Anne Gittens - CATCO Consultant, Systems 
Mr. Robert McDonald - Grace Kennedy Co. & CATCO Consultant 
Mr. Peter Renwick - CATCO Consultant, DHSA 
Ms. Brenda Shorey-Iicholls - CATCO Consultant, Systems 
Mr. Roland alins-Smith - CATCO Consultant, Systems 
Mr. James Nurse - CATCO Consultant, CFC 

Approved 13-1 

William B. Wheeler, AID Director, RDO/C
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II. PROJECT BACKGROUND
 

A. The Problems and Opportunities
 

Marketing has been identified as a major constraint to agricultural 
development and increased food production in the Eaitern Caribbean Region. This 
is the opinion of most fariners, busir,,'nen, government officials and :ievelop­
ment experts concerned with regional ecoromic development. More detailed 
assessments of market organization p)rohlems and rossible solutions have emerged 
from a series of scudiL including a major report financed by AID through the 
Caribbean Dovelopment Bank and actually carried out bv Louis Ber(jer Interna­
tional, Inc. The two phase Berger Study and other reports listed in Section 
VI have provided the general background material for the design of this 
project. 

Basically there appears to be significant opportunities to expand the 
production and sale of a selected range of Caribbean aoricultural cottviodities 
to displace existing food imports, to satisfy a potentially larger intra­
regional demand and to capture a larger export iarkot. But this expanded 
volume can only be achieved through a systematic attack on ruirket organization 
problems to be advanced concurrently with closely related proarams to stimulate 
the efficient production of high quality co,,mnodities. 

1. Import Substitution 

The Eastern Caribbean Pegion ha', teen importing 50 or rmwre of 
their total food sul);)y. A high pro)ortion 01 ti'e itipo,'ts are products such 
as cereal grains and livestock products ,hich are difficult, if not ir:,.posible, 
to produce locally at co{st.' which ar. c(Wiptitive within tho world ma16ket. 
However, there are l;i gnirficant imporlts, of fruit,- 'Ind v,, .:a that could he 

smsreplaced with re(lional production, Tahle 1. In 19)71 [ba,'!, d, . and riidad 
were importin ,15 'Ind 25 r, spectivel, of01 vit r vitb-l-l(, . [la,rtad so%1-',orted 
75 of it,-, fruit ',upl,y v.hili Trirlidad ir'port,,d .111,1o't ort-tiil of i . foot 

crop relui ret-rnts,. A Jonificant rvrce ItagI'of tho I1dividulal (WOutr r ln ortS 
are obtai ,nedfrom othr ,l1 d, in th,, IOtotl a . mt o l ,,,olutIe 

colin( igIr a 1 ,. hinof the ilmport" at nouU e. t ,a- re, o ' i,.,. U Il,, gh 
qual ity produce 'Arit VI'ntit ,, ,.i. i ! rraiqed throuqh 1,'l , '. I)5Sl, 
shippers. 

c2,., 1,.leTable I. [otf;:iit.d 1,i'Ciit ot ,)t,1I ,t .ted 
(i . by l'jcwt. . I ! 'iun)ItiiCd.by 

I1j7 3 

C ruirabt t ,' Roots 

Antigua 11 54 05 
Barbados 75 45 21 
Bel ize 6 34 8 
Doni n ca 2 is3 
Gre nada 6 12 
Guyanl 2 34 24 
JamaIc'a 3 12 2 
Mon ts,rrat 2 20 6 
t . I t t ./ F,0 is 54 90 

St. lI *I 2 50 5 
.t. .t,,,.,t 1 38 2 

7tilad ',lobago 11 25 48 

Sourcel: .11,1h,. .,.- ;'",() 
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2. Expanding Intra-Regional Sales
 

There appear to be ample opportunities to expand within-the-
Region sales for locally produced fruits and.vagetables. The retail rirces of 
fresh produce are very high, the quality and condition of the products is 
extremely variable, and inmany Instances the fresh products are simply not 
available insupermarkets or in restaurants. The pr6duce sections of most 
supermarkets are unattractive and relatively small ompared to similar retail 
outlets in the U.S. and Canada. Greater empsts is placed on the mrchandiz-
Ing of non-perishable processed food, most of which is imorted. Street vendors 
continue to be a mjor channel for the retailing of locally produced fresh 
fruits-and vegtables-but the volume- per vendor- is -very sal and their opera. 
tional costs per unit of sales are high. If retail prices could be reduced and 
Awider selection of high quality products supplied on a more dependable 
schelule, the total sales of locally produced fruits and vegetables could 
undoubtedly be increseu. Inmarkets such as Trinidad and Barbados the average 
annual per capita incomes exceeds US$3, . The rising Incomes of local 
consumers, Increasingrpopulation, plus the tourist trade, will support a grow-
Ing demand for a wide variety of high quality fresh fruits and vgetables. 
Recent studies and actual sales experiments indicate a ready market exists In 
Trinidad and Barbados for bananas processed through a ripening rom. Ready 
supplies of bananas are available from the Windward Islands that, currently, 
are dumped because they do not meet European Import standards. 

3. Expanding and Finding New Extra-Regional Harkets 

The traditional extra-regional markets for CARICON agricultural 
commodities art the European Economic Comunity, the U.S. and Canada. The 
market share of the existing exports to these markets is extremely small; only 
in the case of bananas exported to the United Kingdom does the market share 
exceed 1%. This Isdue to a variety of factors Including the relatively high 
unit costs for average quality produce, stiff cometition from other countries, 
and poor export market infrastructure inthe Region. 

The only regular, volum export sales are the banana shipments
which link producer organizations in the Windward Islands with Coast Industries# 
Ltd. who provide regular, ocean vessel shipping services to the U.K. A 
special concessionary U.K. sales agreement facilitates the continued sale of 
bananas which otherwse would have difficulty coeting with higher quality 
fruit available from other sources of supply, Small quantities of other 
fruits and vegetables, such as mangoes, grapefruit, egg plants, breadfruits 
and yam are also being shipped to the U.K. on the Cest vessels. Some 
additional exports are being made by private traders but a great deal of 
developmental effort will be needed to generate the volume of quality productr 
that could effectively compete for potential markets in the U.., Canada and 
Western Euroe. 

4. Laion Production Resonse 

Farmers have not responded to what appear to be attractive market 
opportunities for expanding production of fruits and vegetables. Nost farm 
are quite small (average size is less than S acres) and they am faced with 
significant natural risks in growing vegetables (temperature and rainfall 



variations, inscts Land disease) which can greatly affect yields and net 
returns. Hurricane damage is a major risk in tree-.fruit production. There are 
also market risks associated with seasonal supply gluts which depress prices 
and in some instances there is no ready market for at crop that Is readyfor
harvest. Furthermore, research and extnsion support for expanded coafrcial 
production of frults and vegetables has been initiated cnly recently. As the 
traditional export crop (sugar) has undergone economic difficulties there have 
been new efforts to shift agricultural production towards food crops, including 
intensive production of fruits aM vegetables. Nevertheless, there are 
significant amounts of tillable land that remain uncultivated in most of the 
is ands., s,!gests-that. coordinated efforts are needed to generate farm 
S levelproduction of fruits and vegetables nd to create umtketing Institutions 
that will provide reasonable assurance of a ready market at remunerative prices. 

S. irkWt Sstrints 

The marketing system for fresh fruits and vegetables produced and 
distributed within the Eastern Caribbean is frg-ented, poorly coordinated, 
high risk and relatively costly. A high percena ge of th trading activi ty s 
inthe hands of "hucksters* wo purchase sil quantities of produce directly 
from farmers an then personally accmany their mrchad.ise until sold In 
local markets or until delivered to aburr In another island. There a a few 
lIrger volue private traders that provide comission selling services for 
producer groups and who also purchase products on their own account. Producer 
assoations are another element in the marketing system, the ost Important 
example bein the Banana Growers' Associations who market exclusively bananas. 
In recent years Agricultural Marketing Corporations (AN.'s) have been ogan.iz*d 
in nearly all of the islands as public sectcr interventions to assure producers 
a market for their products and to bring products to consumers at lower prices. 
Most of the MC's ad some grower associations are In chronic difficulties and 
suffer from political Interference in managemnt, inadequate finanrial resources 
and poor management skills, (8). 

A number of studies have identified the conditions and specific 
market organization pvublems which continue to constrain the develont of a 
more efficient and competitive production and marketing system for prishable 
food crops in the Eastern Caribbean. These constraining factors aem sutiriled 
below. 

1, .ooraphic Disorston of Productlon and Lack of Socalization 

Orderly marketing arrenge nts for Eastern Caribbean produce have 
been difficult to achieve due to eog 1c dispersion of the island states 
and the relatively small volumes of a w.m variety of crops grow by small 
farmers. The production of any given commdity is therefore likely to be 
scattered and the volumes available for sale In any one community or Island 
are likely to be smal, Assmbly costs are therefore relatively high and the 
quality of products and the aggregte volumes are poorly coordinated with 
actual market domands. 

2. Lock 9f RutIne and Stable Smiolv flationshlos 

Typically, little effort Is ide by existing traders to perform 
to existing or potentialthe comunications functions which link farmrs 
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markets. Moreover, these traders do not anticipate market demand and do not
 
offer contracts which link planting decisions with f,,ture market needs. Thus,
 
the typical trader does not act as an agent for effective coordination and
 
change in the production distribution system. Thi. means that most traders
 
are not able to assure a stable and routine supply to market buyers, nor can
 
they provide the stable market incentives required for farmers to sustain
 
commercial levels of production. To overcome these problems,
 
reliable information on market requirements and an effective system for trans­
mitting useful information to producE's will be needed.
 

3. High Transaction Costs
 

Given the current stricture and practices of traditional marketing 
in the Eastern Caribbean, as outli.ied akove, the cost associdted with trans­
acting purchases and sales is relitively high. Moreover, in a system charac­
terized by a lack of standard we-ghts, reasures and grades, traders are forced 
to personally inspect each lot at every transaction point and negotiate a price, 
depending on the results of each inspection. Because of the time required for 
each inspection, most traders are limited in the a: ,urt that can be personally 
in.pected. This in turn requires a large number of low volume/high margin 
firms engaged at each link in the marketing chain. 

4. Transportation Physical Handling Costs
 

Inefficient work methods, congested markets, poor transportation
 
and inadequate packaging contribute to high levels of spoilage and result in
 
high physical losses. The lack of reliable inter-island transport and the
 
very limited availability of adequately ventilated and refrigerated space on
 
existing vessels continues to impose very high costs oi the movement of perish­
able products. Unloading delays at destination port facilities cause additional
 
product deterioration. Physical handling costs are also increased by the
 
tradition of multiple inspections of small lots referred to above. As these
 
problems are a basic feature of the existing system, it is difficult for small
 
traders to individually overcome them. Innovations to overcome these short­
comings are most likely to occur through having a strong market participant
 
that can pro,.ide overall market leadership and demonstrdte new and lass costly 
handling procedures. 

5. Lack of Inventory (Trading) Capital
 

Working capital to finance trading inventory fur agricultural 
produce is typically not available from established credit institutions. Credit 
for perishable products is almost non-existent. Yet, the credit most traders 
need is not for facilities, equipment or other fixed assets, but rather to 
cover the costs hetween produce production and sale. The fact that traders are 
expucted ti finance activities with equity capital clearly demonstrates why 
there is an absence of relatively larger volume trading companies. As a result, 
regional agricultural marketing is currently characterized by a large number 
of small volume traders, known locally as hucksters. These traders typically 
engage in bilateral markets. Indeed, there is no trading fir'n that has a 
regional perspective, i.e. one that stays in touch with regio-m wide supply and 
demand situations for a wide range of products. 
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6. Research and Development
 

The private sector typically has limited capabilities and little
 
or no incentive to carry out R&D on broad market organizational problems, hence,
 
public sector efforts are required. Inthe Eastern Caribbean Region effective
 
and concerted efforts are needed to provide the applied research and the related
 
educational and administrative efforts to undergrid the development of a more
 
efficient, progressive and equitable system of producing and marketing food
 
crops. However, these publicly supported agricultural production and marketing
 
research and extension programs need to be accompanied by aggressive private
 
sector efforts to identify new markets, to develop new organizational arrange­
ments to exploit market opportunities, and to develop new products and more
 
technically efficient operations. Larger scale, more regionally oriented
 
private sector firms would have the ability and interest in undertaking needed
 
research and market development work.
 

C. A Proposed Project
 

project consists of establishing a commercial trading company to
 
engage in uirect buying and selling of agricultural commodities grown in the
 
Region. Thus, the central concept is to initiate market system reforms through
 
the innovative actions and behavior of a profit motivated firm that will
 
increase the volume of commodity trade in the Region.
 

The Caribbean Agricultural Trading Company (CATCO) is in the initial
 
stages of organization. The basic ideas for this enterprise have emerged over
 
a period of years and were shaped, in part, by studies underwritten by AID and
 
by related discussions with private investors and the Directors of the Caribbean
 
Food Corporation. The mixed public/private equity structure of CATCO is par­
ticularly suitable for the venture proposed. Private entrepreneurs and commer­
cial banks are reluctant to invest in the activities proposed by CATCO primarily
 
because of the inherent high risk associated with perishable commodities, the
 
substantial amount of capital required, and the predilection of regional
 
governments to intervene in the food marketing activities. CATCO will provide
 
an opportunity for the private investors and public sector officials to jointly
 
identify and expand commercial trading activities on a rational basis. The
 
enterprise is being launched with sufficient capital to undertake major start-up
 
costs, which include the recruitment and training of staff, the development of
 
a business plan and aggressive efforts to initiate profitdble commodity trading
 
activities. The CATCO operation is designed to overcome many of the market
 
constraints identified earlier in this paper. It is more comprehensive in
 
scope than previous marketing improvement efforts, and will directly complement
 
ocher AID funded projects that strengthen institutional support for agricul­
tural research, extension, credit and inter-island transportation.
 

CATCO will be market oriented rather than production oriented. This
 

orientation will be a sharp contrast to most existing traders who typically
 
wait to see what is produced and then find a market. Incontrast, CATCO will
 
aggressively identify markets, anticipate demands, and actively promote produc­

tion of the kind and type of produce needed. This behavior will be a major
 

step towards providing the necessary linkage between markets and farmers. As
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a result, more stable supply relationships can be established, and regionally
 
produced commodities will take a larger share of existing markets.
 

CATCO will be a regional marketing firm and as such, its regional
 
perspective will enable it to address the constraints now associated with geo­
graphic dispersion and insufficient specialization in the Region. CATCO will
 
eventually establish a network of its own trading agents and permanent arrange­
ments with local merchants in key islands who will be informed both about
 
market requirements and supply availability. CATCO agents will work through
 
this network to actively encourage production specialization in selected areas
 
by offering forward contracts and other specialized marketing services.
 

CATCO will achieve cost savings by eliminating the need for multiple
 
inspections of small lots of produce and by reducing losses through improved
 
physical handling. Because CATCO will have a coordinated network of field
 
agents, once produce is purchased and packed, no further inspections will be
 
required until it reaches the final buyer. With this improved efficiency,
 
CATCO will be more price competitive with alternative sources of supply.
 

CATCO will provide market leadership for selected high volume commod­
ities produced in the Region. Since CATCO will have the information, skills
 
and working capital to trade in relatively large volumes of selected commodities
 
(i.e. bananas, plantains), it will be able to establish the norms regarding
 
size, quality, packing standards and other commodity attributes that will
 
facilitate routine procedures for exchange. This leadership to establish more
 
routine and efficient movement of commodities will enable CATCO to gain a
 
greater market penetration as well as assure markets for regional growers.
 
CATCO will provide leadership, and other marketing traders will be under
 
competitive pressure to change their behavior to compete in an evolving market
 
system.
 

0. Relationship of the Project to Host Country Priorities and to the CDSS
 

1. Relationship to Regional and Host Country Objectives
 

Government leaders throughout the Region are focusing their
 
attention and resources on ways to improve their weakening economic positions
 
highlighted by steadily worsening trade deficits. This has been brought about
 
in part by increases in food imports, losses in foreign exchange earnings due
 
to recent natural disasters, and weakening market demands for traditional
 
export crops.
 

Governments in the CARICOM region have responded to these problems
 
by directing their resources into developing a Regional Food and Nutrition
 
Strategy and into improved research, extension and infrastructure systems to
 
support agricultural development. Equally important, they have transformed
 
policy commitments into reality by capitalizing and creating in 1977 the
 

Caribbean Food Corporation to undertake specific commercial ventures inagri­
cultural production, marketing, and processing; these are all aimed at stimula­
ting agricultural development and food production. The CFC has a special
 
mandate to operate in such a way as to ensure the participation of the private
 
and public sectors, regionally and extra-regionally. After a 5 year
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development phase, CFC has now entered their Project Investment Phase, and 
through their 1982 - 84 Investment Program plans to emphasize commercial 
projects, involving primarily the private sector. All projects, including 
developmental projects, are designed to be financially self-sustaining from
 
either external donor sources of funding or internally generated funding.
 
The CATCO Project is the lead initiative of CFC in its 82 --84 Investment
 
Program.
 

2. Relationship to AID Objectives and Other AID Supported Projects
 

Agriculture plays such a cruical role in earnings of foreign
 
exchange and employment generation in the Caribbean Region, that the perform­
ance of the agricultural sector is of central concern to RDO/C's development
 

RDO/C's specific long-term objectives in the agricultural
assistance strategy. 

sector are to increase the per capita output of food and other marketable
 
commodities and to expand employment opportunities for rural families thereby
 

The focus of this program as outlined in the
increasing farm family income. 
CDSS is to: 

- promote commercial agricultural diversification to increase 
food production for regional requirements and to establish
 
new commercial opportunities; and
 

- increase the production efficiency of traditional export 
commodities. 

RDO/C's ongoing projects to implement the strategy noted above
 

have sought to bring about incremental changes in the existing agricultural
 
sub-systems of research, extension, credit and infrastructure development.
 

The CATCO Project responds specifically to RDO/C's developmental
 

focus by providing direct support to private sector initiatives to stimulate
 
increased agricultural product trade, and the production linked to it, to both
 

regional and extra-regional markets. In addition to the monitary income bene­

fits which will accrue to business and farm families through increased
 
profitability of their enterprises, the CATCO Project is also expected to
 

contribute to overall USAID objectives of employment generation in the trade,
 

transport and farming sectors of the participating Caribbean nations.
 

Existing and anticipated RDO/C projects which have important
 

implications for the successful implementation of CATCO (and vice versa) are
 
as follows:
 

a) Agrictltural Research
 

Since 1978 the RDO/C Small Farm Multiple Cropping Systems
 

Research Project (SFMCP) has been working through the Caribbean Agricultural
 
to develop proven and economical
Research and Development Institute (CARDI) 


important
production technologies which farmers can readily adapt. Several 

technologies developed at CARDI's Trinidad experiment station have been tested
 

These
on the various Eastern Caribbean islands through efforts of the SFMCP. 


include disease free yam stock, heat-treated cabbage seed, improved legume and
 

peanut cultivars. (15). Research proven technologies like those mentioned
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will enable commercial production of commodities that are competitive with
 
extra-regional sources from a quality, consistency of supply, and cost pers­
pective. As CATCO provides firm market guidelines, CARDI research capabilities
 
can be directed at solving clearly identified production or handling problems
 
that retard market growth.
 

b) Agricultural Extension
 

The five year RDO/C Caribbean Agricultural Extension Project
 
began in 1980 and is being implemented in Phase I by UWI in collaboration with
 
the Midwest Universities Consortium for International Activities (MUCIA). The
 
two phases of this project are designed to assist selected governments of the
 
CARICOM LDCs in improving the overall effectiveness of their agricultural
 
extension services. Phase I established and staffed two extension outreach
 
stations in the Region and assisted participating local governments in formu­
lating comprehensive national extension improvement plans. Phase II activities
 
will focus on implementing these plans and in conducting various scholarship
 
and training programs to upgrade extension agent skills. There will also be,
 
where necessary, the purchase of extension vehicles and equipment.
 

As CATCO identifies markets and seeks to contract for local
 
production, extension services will be important to assist growers in learning
 
new skills and production techniques required tc meet more rigorous production
 
standards. CATCO field agents will work closely with these strengthened exten­
sion services in order to ideitify necessary extension agent and farmer train­
ing needs for variety specific cropping and post-harvest handling practices.
 
CATCO field agents will also provide valuable planning targets for the country
 
level extension planning and execution sub-committees which are being estab­
lished under the Extension Project.
 

c) Agricultural Production Credit
 

The CATCO Project does not contemplate providing agricultural
 
production loans to participating farmers because these services are already
 
available through the RDO/C Integrated Agricultural Development Project. This
 
small farmer development program was established in the Caribbean Development
 
Bank and cooperating national and regional direct lending institutions.
 
Innovative features allow farmers to obtain agricultural production credit
 
without using an official land title as loan collateral. More secure marketing
 
arrangements which will be facilitated through CATCO efforts will greatly
 
assist farmers and local lending institutions in negotiating and managing loans.
 

d) Agribusiness Development
 

There are two RDO/C agribusiness projects that both facili­
tate and complement actions planned by CATCO. The first of these is being
 
implemented through the Caribbean Development Bank and involves both grant and
 
loan funds. The grant portion provides technical assistance for planning,
 
sub-project development and design, special studies and implementation. Loan
 
funds have established an "Agribusiness Development Fund" within CDB for loan
 
and equity investment over a five year period. A recent activity supported
 
under this project was to examine the feasibility of a banana ripening room
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operation in Barbados. This pilot project has provided valuable information
 
for CATCO business planners, and has pointed the way for CATCO to select
 
bananas for ripening and sales in Barbados and Trinidad as a priority trading
 
product.
 

A second project "Agribusiness Expansion" began in late 1980,
 
seeks to more directly initiate private agribusiness development in the
 
Caribbean Basin. The Latin American Agribusiness Development Corporation
 
(LAAD) will implement the project and is committed to targeting at least US$4
 
million to the English-speaking Lesser Developed Countries of the Caribbean.
 
LAAD has established a sub-regional office in Barbados to promote and initiate
 
projects in the English-speaking Caribbean in the areas of food production,
 
processing, packaging, storage, transportation, and marketing.
 

The CATCO Project will undertake modest capital investments
 
in new and promising marketing, processing and transport arrangements which are
 

directly related to CATCO trading opportunities. Since these investments
 
would largely be joint ventures, the private sector investment partners may
 
look to the CDB or LAAD for necessary business planning and loan assistance.
 
Thus, CATCO and other RDO/C funded Agribusiness Projects will be mutually
 
reinforcing and help to extend new investment opportunities to a wider audience
 
of potential private sector inveszors.
 

3. Relationship to Activities of Other Donors
 

a) Inter-American Development Bank
 

In 1981 the Inter-American Development Bank approved a grant
 

of US$454,000 for the Caribbean Food Company, who in turn allocated all of
 

these resources to contracting for consulting services to support the establish­
ment of CATCO. The technical assistant contract was awarded to a joint venture
 

undertaking between Tropical Agricultural Services International (TASI) a wholly
 

owned Barbadian firm, and Deloitte, Hoskins and Sells Associates, a wholly owned
 

Canadian partnership. Some 48 person months of short-term consulting will be
 

provided to CATCO in the areas of market intelligence, transport, marketing,
 
contracts and services, and training over the period March 1982 through
 
February 1984.
 

b) Commission of the European Communities - European
 
Development Fund
 

The European Development Fund (EDF) has been a major source
 

of loan and grant funding support for the Caribbean Food Corporation. In 1981
 

some USS450,000 in technical assistance was provided to assist CFC in project
 

development and implementation. in 1982 an additional USS600,000 was approved
 

for similar purposes. Currently CFC is undertaking preliminary discussions with
 

EDF regarding the possibility of loan and grant funding for the input side of
 

CATCO business plans. The activities which might be undertaken with inputs
 

could go substantially beyond those anticipated in the present business plan.
 

in that EDF resources might be used to sell inputs on long-term credit to major
 
improve input storage and handling capabilities of
regional buyers, and to 


CATCO clients on the different islands. If these plans are materialized, much
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of the EDF grant and technical assistance support would be directed towards
 
the strengthening of CATCO's capabilities in financial management and credit
 
worthiness analysis.
 

c) West Indian Shipping Corporation (WISCO)
 

With assistance being provided by the EDF, WISCO has plans
 
to improve regular feeder shipping services to the LDCs in the Region. The
 
improved WISCO services are geared primarily to facilitate transshipment of
 
general cargo to the LDCs from Barbados and Trinidad. Nevertheless, CATCO
 
plans to utilize this improved service when available and compatable. CATCO
 
will still need to utilize other shipping arrangements to achieve the frequency
 
and routing required.
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DETAILED PROJECT DESCRIPTION
III. 


A. Goal and Purpose
 

1. Goal
 

The goal of this project is to increase the total volume of 

and consumption of agricultural commodities produced by small farmers
trade 

This constitutes a strategy
in the Less Developed Countries of the Region. 


of achieving greater regional food self-sufficiency via increasing the volume
 
As shown below, this goal is consis­

of intra-regional agricultural trade. 

tent with the CARICOM Food and Nutrition Strategy and the 

RDO/C FY 83 CDSS.
 

and Nutrition Strategy, adopted byThe Draft Regional Food 
a plan of action to "improve the health of all
 CARICOM in August 1980, is 


increased regional economic self-
Caribbean peoples, as well as promote 
sufficiency and self-reliance" (2). It acknowledges that improving the 

regional marketing system, along with appropriate support services like 

a key link in achieving both production and consumption/
transportation, is 

nutrition objectives. 

The RDO/C FY 83 CDSS advocated two parallel areas of focus
 

which are consistent with AID policy:
 

First, the strategy focuses heavily on activities 
aimed 

at increasing traditional export commodities. Second, 

over the longer run, the strategy is to promote com­

mercial agricultural diversification both to achieve 

greater food production for regional requirements and
 

to establish new commodities aimed at extra-regional
 

trade (10).
 

The CATCO project represents a strategically important 
component
 

of the activities being funded to implement the Mission's strategy.
 

2. Purposes
 

The project purpose is to create a commercial trading company
 

key marketing constraints, b) promote and develop new
 which can: a) remove 

marketable products produced by farmers in the LDCs of the Region, and c)
 

The project clearly has a double
 sustain financially viable operations. 

focus, e.g. stimulating private sector involvement 

in agriculture and
 

attacking some of the externalities which constrain 
broad-based agricultural
 

development in the Region, especially within the LDCs.
 

Achievement of these two tasks requires close cooperation
 

between the public and private sectors in the Caribbean. Indeed the rationale
 

for undertaking a joint enterprise is succinctly stated in the CFC/CATCO
 

Aide Memoire:
 

Both the public and private sectors agree that partnership
 

in agricultural production under the umbrella of the CFC,
 
and distribution under theand partnership in marketing 

umbrella of CATCO, would bring together the expertise 
and
 

simultaneously withexperience of the private sector, the 
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putting of agricultural pursuits on a commer-ial and com­
petitive basis, while at the same time permitting a level
 
of public sector involvement to safeguard the regional
 
public interest (4).
 

Likewise, stimulating the agricultural sector to meet the food
 
needs of the Region's growing populace and to enhance export earnings is a
 
cornerstone of the recently declared Caribbean Basin Initiative (14). 

B. End of Project Status, Outputs and Inputs
 

1. End of Project Status 

By September FY 87, CATCO will be a fully operational, financially 
viable trading company. Standard operating procedures for measuring, packing 
and shipping should be well-known by CATCO's field staff and trading partners. 
Having received practical training through technical assistance provided in 
this project and gained five years of experience, the CATCO market analysis 
staff and field traders should be able to perform their functions without 
further assistance. 

The improved marketing services and innovations introduced by
 
CATCO will clearly benefit the Region as a whole. Specifically, by adopting
 
export market grading and packing procedures for fruits and vegetables, con­
sumers in the Region will gain the benefits of more stable, better quality
 
produce. Innovations supported by the selected capital investments such as
 
banana ripening rooms and peanut dryers will stimulate volumes in commodities
 
currently not widely traded in the Region, or allow the introduction of new
 
commodities for intra-regional trade.
 

The CATCO project should also contribute significantly to AID's
 
knowledge about/and experience with private trading companies in the agri­
cultural sector.
 

2. Outputs
 

In addition to the institutional structure and improved intra­
regional marketing procedures and systems mentioned above, CATCO should
 
generate several specific outputs which can be traced directly to their
 
increasing level of operations over time.
 

The CAT.u L,ciing strategy may be summdrized as a three 
staged process. Initial trading will be concentrated inwell established 
commodities that are readily available in the Region (bananas, plantains, 
grapefruit, and oranges). In the early years CATCO will gradually promote 
and develop intra-regional trade in a wider array of coiiuiodities some which 
inherently more risky (peanuts, carrots, cabbages, tomatoes, mangoes, onions, 
pigeon peas). Then, beginning in the third year of operations, CATCO will
 
start to develop an extra-regional market For a few carefully selected items. 
Based on this strategy, CATCO should achieve a volume of output trade of at
 
least USS15 million by the third year and "ncrease operations to USS30 million
 
in the fifth year.
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Given heavy start-up and market development costs, CATCO may
 

not achieve a break-even trade volume until early in the fourth year of
 

operations. Trade and financing projections indicate that CATCO will make
 

a profit after taxes of about US$1 million in the fifth year. Fifth year
 
At this level of opera­profits yield a 5.6 percent return on gross sales. 


a
tions, CATCO will become a financially viable enterprise and shows 19
 
first 10 years of trading.
percent internal rate of return over its 


3. Inputs
 

The proposed AID inputs to CATCO is a US$4 million loan. The
 

primary purpose of the loan funds is to provide the necessary operating
 
capital for initial trading and market development. Up to $500,000 of the
 

$4 million operating capital can be used by CATCO to ma'.e selected capital
 

investments that will support the developmeit of new, innovative services
 

such as banana ripening, peanut drying, pre-cooling of produce at the pro­

ducer or packing house level, or specialized equipment essential for improved
 

handling of perishable products. Each investment would require review and
 

approval by the RDO/C, and no single investment could exceed $50,000. CATCO's
 

initial operations will be devoted to expanding the restructuring intra­

regional trade and reinforcing other USAID developmental activities (Part
 
the terms of the loan should be significantly concessional. A 15
II- D), 


year loan with a 5 year grace period on principal at 4 percent interest for
 

the first 5 years and 7 percent thereafter should provide CATCO ample assis­

tance to engage in the initial develop.i:ental activities.
 

C. Beneficiaries
 

The immediate and primary beneficiary is of course CATCO itself,
 

a commercial company dealing in agricultural trade. Consequently, as a
 

beneficiary, CATCO iswholly consistent with two of AID's priority concerns.
 

Being a trading company, CATCO will, by definition, directly benefit all
 

other parties with wiHnm trade is conducted. Thus it is likely that a wide
 

range of farmer groups, other traders, commodity associations, and individuals 
who sell to CATCO will directly benefit. Likewise the wholesalers, retailers, 
processing firms, and institutions who buy from CATCO will directly benefit. 

accrue from increased trade volumes
Additional benefits will 

indirectly at the production level to individuals employed in farming opera­

tions, as well as service firms supplying inputs or firms engaged in packing,
 
There is also reason to
transporting, sorting, and storing commodities. 


believe that a portion of any cost savings achieved by CATCO is likely to be
 

passed on to each participant in the marketing channel so that ultimately
 
final consumers will indirectly benefit.
 

D. Detailed Project Description 

1. The Implementiing Institution 

The Caribbean Agricultural Trading Company, Ltd. (CATCO) was
 
The majority shareholder is
incorporated in Barbados on October 16, 1381. 


the Caribbean Food Corporation (a corporation whelly owned by CARICOM govern­
" of current paid-up share capital. The remaining
mentF) which provided 51,'
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49" of the paid-up share capital in CATCO has been subscribed by Grace,
 
Kennedy & Compary Ltd. (GKC). Current paid-up share capital in CATCO amounts
 
to $200,000, with a second equity call for an additional $550,000 scheduled 
after August 1, 1982. It is anticipated that the CFC will maintain its 
majority shareholder position by subscribing 51 of the additional equity call. 
On the other hand, it is anticipated that GKC will dilute its portion of equity

shareholdings by inviting other regional finns to purchase equity in CATCO. 

The corporate goals of CATCO are:
 

(a) To reduce the Region's food imports;
 
(b) To provide agricultural trade information, and
 
(c) To be financially viable.
 

Thus the primary focus of CATCO will be to establish and expand a profitable
 
trade in agricultural conmodities grown in the Region.
 

A core staff has been recruited arid is on-board. They are
 
actively involved in refining the business plan, conducting market analysis
 
of identified trading opportunities, and conducting pilut trading activities
 
(e.g. small-scale shipments of bananas to test the feasibility of a "ripening
 
room" to produce a premium quality fruit).
 

The organizational structure of CATCO is functionally divided
 
into two major management units, as shown in Figure 1. The trading unit
 
carries the major operational functions of the business, while the financial
 
control unit will facilitate the specific trading transactions. The financial
 
unit will also play a major role in conducting short-term credit worthiness
 
analysis to orient the frontline CATCO traders in their client selection
 
process, and in assisting the General Manager in assessing the financial
 
viability of new business decisions, and of the desired ;.,nture investments.
 

Grace, Kennedy & Company is resnonsible for management of CATCO.
 
Under the terms of the three year management contract, the Grace Kennedy &
 
Company has the authority and responsibility to hire personnel , determine 
tradi:;g/shipping patterns, and set pricing policies for CATCU. The current
 
Acting General Manager of CATCO is a GKC employee and will continue to devote
 
a significant share of his time to supervising the GKC management contract
 
after a full time 5,eneral manager is hired. 

The market research and development unit will serve the overall
 
needs of CATCO management in assessing the desirability and likely profita­
bility of new products, marketing services and selected capital investments.
 
Itwill also play a key role in coordinating CATCO trading plans with country

and regional research, extension and other specific agricultural development
projects. Much of the "echnical assistance for CATCO will be to strengthen 
the capability of this unit. 

The CATCO personnel hiring schedule is shown in Fable 2. The
 
plan is to begin operations with some 15 different positions, although 5 of 
these will not be filed until the second half of year one. Thus, the total 
projected staff for the first year of trading is 12>- persons. As the volume 
of trading activities increases inyears 2 and 3, tie full time employees

will be brought into the indicated positions. By years 4 and 5 the staff
 
will reach d total of 22 persons.
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Figure 1. CATCO ORGANIZATIONAL STRUCTURE 
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Table 	2 CATCO Personnel Schedule 

Tota i, Numbtr _)fPert.ionne Per Year 

Po.i tion Year 1 Year 2 Year 3 Yc.tr 4 S 5 
Number ISalary!T1US$ 00o 

General Manager 1 37.5 1 i I
 
Trade Manager 1 217.5
 
Input 	Managve r 12 18.0111 
Outp -utKttia ,ur 2/1 	 18.0111 

Field 	Officer.- 3 ,49.5 3 3'darehou:ice Super it o r 	 6.0 1 1 

Porter 	 4.0 1
 
AccounLat 	 M.5 11 	 1 

;tant ,ccount ant 	 I
A :i 	 1!.0 1 I
 
Market An.ilv it ti.0 1 1 1 
Traf Iic O 1 tc-r - 12.0 1 1 1 
Extt-ne;ion It cer - 16.5 12 1 1
 
Secretarv '-lerk 	 - 7.5 1 1 1 
Admi,,. 011 irer I 11.0 1 1 1 
Driver 1 5.5 1 1 1 
MaI 	 1 2.0 1 1 1 
Traffic Clerk - 6.0 1 
Market Reiearch Asst. - 9.0 1 
Secretary - 7.5 1 
Account.int A.:i1itant - 9.0 1 

Tut.otI ,r.on 2 1' 	 18 , 

Totaul Co,.t! , 	 75. 15 , .* , . , 

1s: in 	 ,
1/ I, rncrFea,4t,!rtmer4t jin 4ae: 4 >.. 
b. 	Fringe btiteuefit- ,se iftel 'lu.l . the 'evu| of 411 1L1t|O *1 jOF 

t o har.i -- 1 r1 i,0, iv bt1 leIt 


tr C 1 7 t'c ;-,LaI Llie' .4 I f Ite .I 	 . 

MO O t5af t' r ie of t) tIt I'' !a Of .w 



The core trading staff includes an overall trade maager, an 
output and an input manager, and the field agents. As the volume of business 
expands in a given countr, a field agent may'be permanently stationed there, 
but inthe beginning months of tradilng these staff will be based inBarbados 
and travel extensively throughout the Region on a as need basib. 

2. The ProJect Strategy
 

a) Market Channel Leadership Role
 

CATCO has a major leadership role to play in transforming a 
high cost and poorly coordinated production-marketing system for fruits and 
vegetables in-the-Eastern Caribbean._ -Tb-sic.-approach will.be to-dentify, 
maket opportunities and then attempt to align production and marketing 
activities with the identified markets. The anticipated scale of operations, 
the available capital and management skills will enable CATCO to undertake 
activities thatrhave been beyond the. capabilities and risk-taking abilities 
of existing small-scale inter-island traders. Once new market channels have 
been opened and new organizational and technical procedlres have been proven 
viable# it is expected that other private sector entrepreneurial initiatives 
will follow from CATCO's developmental leadership, 

As apracticing trading flr and with access to a modest 
amount of capital* CATCO will also have the capability towork with selected 
innovative firm to JointlyInvest innew business activities which could be 
initrumental ,.,success fully introducing to regional consumers a nw product 
or service, end thereby developing production opportunities for farmers of 
the Region. 

b) ueiness Expasion $trateoAv 

The market development objectives that will give direction 
to CATCO's operations are as follows: 

(1) To substitute regionally pioduced Iruitu and 
vegetables for extra-regionally produced Items
 
now being imported to met existing local
demand.
 

(2) To expand Intra-regional demand by,delivering 
highr quality fruits a#e- 4etables at lowr 
prices. 

(3) To Increase the quantity and numer of regional 
food products which are exported to existing 
and/or new extra-regional markets. 

CATCO will follow a phased business strategy to achi*
 
the aboe objectives by selecting now product, services and-tart markets
 

erating
as oplortunities are Identified ind as experience Is gained ino 
the business at a profit, to fulfill these demands. The operat on. 
strategy will be to give priority to objectives I and 2 during the first 
three years of operation. This dil enable CAT to work through Initial 

and technical problems. Also, ItIs considered essentialorganizational 
tMt prodiers of potential export crops have sufficient tim to adopt now 
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varieties and production practices that will enable their products to compete
 
in extra-regional markets such as the U.S., Canada. and the Western Europe as
 
well as potential markets in the greater Car')bean area.
 

Initial priority will be to build tradi igvolume for a few
 
major fruits (bananas, plantain, oranges and grapefruit' in carefully selected
 
intra-regional markets. Concurrently, developmental e'forts will begin to
 
promote the production of selected vegetable crops anc to arrange for the
 
local availability of critical production inputs, such as seeds for desired
 
varieties of vegetables, and pesticides.
 

As CATCO staff gains operational expelience the number of
 
conmodities handled will expand, new market outlets will be sought out and
 
additional supply sources will be arranged. These actiuities will require
 
a continuing research and development effort which can )esupported with
 
grant funded technical assistance working in close colliboration wich the
 
CATCO manager and staff. In some instances it may be ,ece.sary for CATCO
 
to invest in special equipment and facilities, to ent er i~lto joint ventures 
with private entrepreneurs or to assist private se'tor investors in preparing 
projects to be submitted to banking institutions, such as CFC, C!)B and LAAD 
for funding. 

3. Project Activities
 

a) Frading Activities
 

(1) Outputs
 

The projected annual tonnage of fresh produce that will
 
be merchandized by CATCO ovir the period 1982/3 to 1988/89 is shown in
 
Table 3. In its first year *foperation, CATCO will merchandize 2,540 tons
 
of fresh produce (about 50 tcns per week) within the CARICOM Region. The
 
annual volume will increase substantially in year 2 to exceed 11,000 tons
 
(217 tons per week) and, by year 6, annual trade volume will be 23,475 tons
 
(about 450 tons per week).
 

The general trading policy of CATCO will be to purchase 
fresh produce from existing producer organizations (such as the Dominica/ 
Jamaica/Belize Citrus Growers' Associations, the Windward Island b&n-,na 
Growers' Association) on a cont,-actual basis for the four core conriodities 
- oranges, grapefruit, bananas and plantains. Other produce items will be 
grown for CATCO, frequently under contract, by producer organizations (for 
example, O.R.D. or Georgetown Cooperative in St. Vincent, the Barbados
 
Agricultural Society in Barbados, large-scale farmers like, Beauchdmp 
Estate in St. Lucia, Union Estate inSt. Vincent), and central marketing
 
corporations in sunlying countries. Additional 'spot' purchases will be 
made to supplement tages in contractual volumes. (Produce will be 
bought from groups and/or individuals who can meet CATCO quality requirements 
and who are satisfied with CATCO buying prices). 

CATCO does not intend to establish a network of ware­
houses in the CR CC>1 Region, rather space in existing facilities owned by 
the private and public sectors will be rented -inen and if required. CATCO 
field officers will liaise with the produce suppliers in the key source of 



Co..-iodity Category 


£-nun2's 


SPlantains 

Oraanges 


Grapefruit 


s 

Vi22 tables 


Exotic Produce 


ic 

TABLE 3. 

PROJECTED ANNUAL SHIP;.IENTS OF FRESH PRODUCE BY 

CATCO, YE.I (1982/03)- YEAR 6 (1988/89) 

(Tons) 

Year 1 Year 2 Year 3 Year 4 

1982/83 1983/84 1984/85 1985/86 

1,050 5,900 6,490 6,749 

470 2,250 2,970 3,164 

600 1,000 1,705 2,416 

420 1,450 1,595 2,220 

- 400 1,200 

2,841 3,542 


- - 500 750 


2,540 11,260 16,501 20,041 


-660 


Year 5 Year 6 

1987/88 1988/89 

7,019 7,785 

3,373 3,598 

2,590 2,779 

2,388 2,494 

1,380 1,486 

3,8839 4,253 

900 1,080 

21,539 23,475 
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supply centers to ensure that contractual terms are satisfied and that packaging
 
and shipment requirements are met. The field officers will be responsible for
 
ensuring that export documentation is accurate and in place.
 

CATCO will take title to the fresh produce at point
 
of supply (i.e. when produce has been graded and the quality meeting grade
 
requirements checked). Title will be relinquished either at the import

dockside (c.i.f.) or delivered to the warehouse of the buyer, with the
 
exception of highly perishable produce for extra-regional markets which may
 
well be sold f.o.b. supply country wharf/airport.
 

The customers of CATCO will be drawn from the private 
and public sectors, that is, private sector importers/wholesalers/distributors 
or public sector agencies such as the School Nutrition Company in Trinidad 
or central marketing agencies. Sales will be made on the basis of firm 
advance orders from the CATCO clientele. CATCO field officers in major 
markets will represent the commercial interests of the company at wharfside/
airport and through to delivery of the produce at the warehouses/delivery 
points of customers.
 

The principal activities associated with 
CATCO fresh produce trade are outlined in Table 4. 

(2) Farm Inputs
 

Agricultural inputs supply is not a major trading
 
activity for CATCO. Trading in inputs will be undertaken to the extent
 
required to assure local distributors have sufficient physical stocks of the
 
inputs required to achieve high husbandry standards and produce high quality
comnodities. Therefore, input trading is geared to directly support and 
complement output trading objectives.
 

In Tables 5 and 6, projected CATCO sales of farm 
inputs, by farm input category and by country, are presented. In the first 
year of operation CATCO projects that itwill merchandize close to $300,000 
of farm input supplies; this volume will increase to around S1.5 million 
by year 3 (1984/85). Barbados and St. Kitts/Nevis will account for the
 
major share of sales volume in the first 3 years. It is anticipated that
 
fertilizer sales will represent around 60 percent of the total dollar volume
 
over this period, with crop/pest chemicals and short-line equipment accounting
 
for 27 percent, and vegetable seed 13 percent of sales volumes.
 

At present, no one farm input distribution company 
operates on a region-wide basis; CATCO will operate in this capacity and 
service the existing distributors in the Region. CATCO will purchase inputs 
in bulk from extra-regional sources and then channel the products to the 
farm level through established wholesalers and retailers. A summary of the 
distribution channels for each CATCO market country is shown in Table 7. 

4. 	CATCO Coordination With Public Marketing Agencies and
 
Government Policy
 

An important management concern for CATCO will be close
 
coordination with CARICOM government policy for selected commodities
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PRINCIPAL ACTIVITIES
TABLE 4. 


IN CATCO FRESH PRODUCE TRADE 
Activity undertaken in:
 

CATCO Producing Consuming
 

Head Country Country

Activities 
 Office
 

1. Planning strategies 	
X
 

2. Determine extra-regional imports 	 X
 
X
 

Identify 	regional markets 
X

3. 
X X 

4. 	 Identify production sources 

X X
 

5. Obtain preliminary 	producer costs 


6. Obtain preliminary buyers price X X 

X 
7. Perform viability procedure 


8. Obtain intention to purchase from	 X 
 X
 
buyer 


9. Obtain intention to produce from 
X
 

producer and price ranges 
X 


take sample
10. 	 Persuade buyer to 

consi gnment
 

X X 
11. 	 Agree on terms 

X 
12. 	 Confirm order with buyer 

Xproducer13. 	 Confirm order with 

14. 	 Production and monitoring of
 

producti 
on 

X 
15. 	 Post - harvest monitoring 

Grading and packaging 	 X 
16. 

X 
17. 	 Storage of commodity 

X
18. 	 Pre-shipment documentation 


in exporting
19. 	 Overland shipment 
country and corresponding post- x

harvest control 


corresponding
20. 	 Shipment by air/sea and X 
post-harvest 	control 


shipment in importing country
21. 	 Overland 
and corresponding post-harvest controls X 

from 	 payer and accom­22. 	 Payinent process X
Xpdnyi ng docuoientaition 

23. 	 Payiient process to producer and 
X X

accom,;2fyifnJ docuI2ntation 
X
 

i; ce of.'vof losses, 	 spoilage, etc. X
24. 	 Cl 


X
infoiniation for.IIS25. 	 Extr,,,.tion of sh il went 

26. 	 Attr-; ,l,'s service for wholesale markets 
X

(11d .~0 . 
27. 	 Ar1. ,.;I; ;er'c2 for di;alistactiOf 

(V), qu i l , in 0erior Locts , etc.) X X 
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Table 5 PROJECTED CATCO SALES OF FARM INPUTS BY FARM
 

INPUT CATEGORY, YEAR 1 (1982/83) TO YEAR 3 (1984/85)
 

Year 1 Year 2 Year 3
 
Farm Input 1982/83 1983/84 1984/85
 
Category $'000 $'000 $'000
 

Fertilizer 204 782 989
 

Vegetable Seed 45 172 218
 

Crop Chemicals &
 
short-line 93 359 454
 

Crop Equipment
 

TOTAL 	 342 1,313 1,661
 

Table 6 PROJECTED CATCO SALES OF FARM INPUTS BY
 

COUNTRY, YEAR 1 (1982/83) TO YEAR 3 (1984/85)
 

Year 1 Year 2 	 Year 3
 
Country 1982/83 1983/84 1984/85
 

St. Lucia 10 4 54
 

St. Vincent 15 	 43 55
 

27 36
Dominica 17 


St. Kitts/Nevis 58 259 326
 

Antigua/Barbuda 27 120 153
 

48
Montserrat 12 38 


Barbados 158 610 771
 

Trinidad 45 172 218
 

TOTAL 	 342 1,313 1,661
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TABLE 7 DISTRIBUTION CHANNELS FOR CATCO INTHE FARM INPUT MARKET
 

Country Methods
 

St. Lucia: - Existing distributors (Stanthur Co., and St. Lucia
 
Marketing Board.
 

Direct sales to Ministry of Agriculture station at
 
Union.
 

St. Vincent: - Existing distributors (St. Vincent Marketing Board,
 
Green Finger, etc.).
 

Direct sales to Arrowroot Association, Ministry of
 
Agriculture, and farmers' coop.
 

Cooperative Citrus Growers Association.
Dominica: - Direct sales to 
Existing distributors - John Charles and Co. (City 
Drug Store). 

St. Kitts: - Direct sales to National Agricultural Corporation. 

Existing distributor - Central Marketing Corporation 
(CMC). CATCO will design and stock a retail farm and 
garden shop for CMC. 

Antigua/Barbuda: - Existing distributors - Private Sector and Central 
Marketing Board. 

Montserrat: - Existing distributor - Development Finance Marketing 

Corporation. 

Trinidad & Tobago: - Existing distributors. 

New distributors - Central Marketing Agency Chain of 
Depots. 

Barbados: - Existing distributors - Da Costa and Mussons, Geddes 
Grant. New distributors - Barbados Agricultural 
Society Trading Company. 
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covered by the Agricultural Marketing Protocol (AMP). Only about 40% of the
 
volume of projected CATCO trade in outputs by year 3 are subject to the terms
 
of the AMP, but this portion is very important to achieving the development
 
impact desired. Thus, CATCO as a joint venture between public and private
 
investors, is uniquely positioned to help achieve the purposes embodied in
 
the AMP which are to increase regional food supply security and provide
 
stable financial incentive to regional farmers. The specific fresh produce
 
items identified as AMP commodities are:
 

Peanuts Cinnamon Carrots 
Tomatoes Cloves String Beans 
Red Kidney Beans Cabbages Onions 
Black Peppers Plantains Pineapplies 
Sweet Peppers Okra Pigeon Peas 
Garlic Fresh Oranges Potatoes (Sweet and 

non sweet) 

These items are subject to import and export licenses, whereas
 
other commodities do not require a license for either import or export.
 
Trade in the AMP commodities is typically administered by the Central
 
Marketing Agencies in each CARICOM state; although a license to import/
 
export on behalf of such agencies may be (and has been) given. The trigger
 
that, ostensibly, stimulates trade is the periodic declaration of surpluses/
 
deficits in the AMP commodities by the member countries; prices are esta­
blished in advance and are cost of production based.
 

The AMP Agreement has had only very limited success in fostering
 
an increase in intra-regional trade, reflecting a lack of commitment to the
 
principle and inflexibility both in the identification of trading opportunities
 
and in price formation. The failure of the Agreement to meet its stated
 
objectives is recognized by all signatories.
 

There is a recent thrust to "ameliorate the AMP Agreement*".
 
Inessence, the proposed thrust is to make the AMP more market oriented, and
 
to widen its scope to include non-AMP commodities:
 

- The declaration of surpluses and deficits and the fixing
 
of prices are to be abandoned over time (2- 3 years).
 

- Intra-regional imports are to be assigned a higher priority
 
when releasing import licenses for fresh produce if produce
 
of equivalent quality to extra-regional commodities is
 
available.
 

- Prices should be market based, reflecting negotiations between
 
buyers and sellers, rather than administratively established.
 

- Marketing Corporations in the CARICOM countries will have the
 
responsibility of informing each other as to potential trading
 
opportunities. In turn, the private sector will approach the
 
Corporations to gain access to this market information.
 

* 	See "Schedule VIII, 26th Meeting of the Officials 

of the AMP, Georgetown, Guyana, April 1982 
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- The private sector, then, can apply for import/export 
licenses through normal channels. 

The implications of this change inemphasis of the AMP are
 

positive from a CATCO standpoint, viz: intra-regional supplies of produce
 

will be given preferential treatment over extra-regional produce (with an
 

important caveat on equivalence of quality); pricing is to be market based;
 

and the private sector is being encouraged to participate in intra-regional
 
trade. However, the key administrative agency to police fresh produce move­

ment in the Region will likely remain the central marketing agency in each
 

state. Such agencies, under the proposed changes to the AMP, can still
 
exercise their right to be the sole importers/exporters of the expanded range
 

of fresh produce items, although the intent of the AMP: 'improvements' are to
 

expand the role of the private sector in the fresh produce trade.
 

The overall conclusion is that the activities of a regional
 
trading agency such as CATCO are consonant with current regional marketing
 
policy and do not conflict, indeed, complement the trade regulation role
 

that is a major focus of the powers of the Central Marketing Agencies in
 
each CARICOM state.
 

CATCO staff have undertaken preliminary discussions with cer­

tain Central Marketing Agencies ii the Region (for example, the St. Lucia
 
act as an agent for the
Marketing Board) and envisage thac the company will 


agencies in input and output trade -- undertaking contractual agreements to
 

buy produce from and sell produce to these public sector organizations. In
 

the event of disagreements between CATCO and importing/exporting Central
 
Marketing Agencies as to the interpretation or practice of regional marketing
 

policies and/or programs, then, the company will request its public sector
 

shareholder (CFC) to negotiate with the national agencies and regional
 
associations to resolve the trading problems and points at issue.
 

5. Market Research, Management, and Development Activities
 

The market assessments already undertaken have established that
 
there are significant opportunities to expand the production and sale of a
 
selected range of Caribbean agricultural commodities to displace existing
 
food imports, to satisfy a potentially larger intra-regional demand and to
 
capture a larger export market. But this expanded volume can only be achieved
 
through a systematic attack on market organization problems to be advanced
 
concurrently with closely related programs to stimulate the efficient pro­
duction of high quality commodities. CATCO will work to overcome market
 
organization constraints through its anticipated larger scale of operations,
 
its larger pool of capital and its improved management skills. Yet consider­
able experimentation and business learning are required before the expanded
 
resources available to CATCO can open new market channels, and develop new
 
organizational and technical trading procedures. Considerable applied
 
business and market research, manaqement assistance and training, and 
practical extension activities are needed to develop new marketing methods
 
for perishables in the Eastern Caribbean. Major experimental efforts
 
will also be required by CATCO staff ana available technical assistance to work
 
with farmers and business clients in order to convince them to adopt new pro­
duction and marketing methods.
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All of these market research and development needs are parti­
cularly difficult to accomplish in the Eastern Caribbean where few farmers 
and traders have had the opportunity to gain new experiences and knowledge 
with perishable food commodities. At the same time many of the models of 
perishable market trading from more developed regions of the world are not 
directly transferable due to the small size of Eastern Caribbean producing 
and consuming countries, and the transportation barriers of distance and time. 
For these reasons during CATCO's first five years of operation major technical 
assistance activities are planned. 

Seven functional areas have been identified where applied
 
research and development activities are particularly crucial for CATCO suc­
cess. InTable 8 the functional areas are listed and the level of technical
 
assistance planned for each ispresented.
 

TABLE 8 ANNUAL LEVELS OF SPECIALIZED
 

TECHNICAL ASSISTANCE TO CATCO, BY FUNCTIONAL AREAS
 

FUNCTION YEAR
 

1 2 3 4 5 Totals
 

(Work-months)
 

1. Trading Operations 6 6 4 3 - 19 

2. Post-Harvest Handling 3 6 2 2 1 14 

3. Market Research 3 4 3 2 2 14 

4. Financial Analysis 4 3 1 1 1 10 

5. Credit Control 3 2 1 - - 6 

6. Management Systems 5 3 1 1 - 10 

7. Evaluation 2 4 6 4 7 23 

TOTAL WORK-MONTHS 26 28 18 13 11 96
 

Tradinq Oerations is the heart of CATCO's business and will 
require substantial experimentation and learning in the early years. This 
functional area includes all the procedures, tasks, and arrangements associated 
with the physical logistics of assembly, transport, storage, and distribution 
of commodities. Equally important are the procedures to insure timely and 
reliable communications between supply points and target markets. Attention 
to establishing such procedures will dominate the time of CATCO field staff 
in the early years, and continue to demand innovative adjustment as experience 
is gained and a wider range of commodities is traded. To provide CATCO staff 
with training inmethods of trading operations used in other markets and to 
assist with practical application to Caribbean conditions, a total of 19 work­
months of technical assistance is planned over the life of the project. 
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Post-Harvest Handling is an area of obvious crucial importance
 
to CATCO operations. Losses attributable to post-harvest spoilage are known
 
to be a major problem in the Region. CATCO can take measures to control
 
spoilage and shrinkage of produce during the period the produce is under
 
its direct control. But the key to achieving dramatic reductions in spoilage
 
is to improve handling at each stage in the marketing chain. This requires
 
collaboration with growers, truckers, packaging suppliers, shipping agents
 
and any other market participant that physically handles the commodities.
 
Inother words, behavioral changes on the part of firms and individuals
 
outside of CATCO will reduce physical losses in the marketing system and
 
substantially improve market efficiency. The project design envisions CATCO
 
as being well placed to provide the "channel leadership" to facilitate the
 
needed procedural and behavioral changes. A total of 14 work-months of
 
expert TA is planned over the life of this project.
 

Market Research is the third functional area where technical 
assistance is planned. As pointed out previously, one of the major diffe­
rences between CATCO and traditional traders will be its aggressive market 
orientation. CATCO will actively seek ways to expand market demand for
 
produce currently traded, as well as attempt to establish new markets for
 
additional commodities. There are several means to influence market volumes
 
and expand market share, but in all cases it is dependent on understanding
 
both the market consumers and understanding the likely competition for CATCO
 
products. Since CATCO will sell to other wholesale firms, retail stores,
 
and institutions, it will be necessary for CATCO to expend efforts to
 
understand the needs of these clients and assist in meeting these needs.
 
For example, CATCO could work with a major retail food store to experiment
 
with alternative pricing, presentation, or promotional sales strategies.
 
This kind of marketing technique for food is not widely practiced in the
 
Region. CATCO has both the opportunity and the challenge to precipitate
 
such innovation3. The project design has planned 14 work-months of technical
 
assistance to help CATCO staff conduct applied market assessments and experi­
ment with innovative sales strategies.
 

Financial Analysis and Credit Control are both crucial opera­
tional functions for CATCO. The amount of money tied up in inventory, the
 

turn over, and the perishable nature of the commodities all
velocity of cash 

conspire to threaten CATCO's financial viability if not well attended. Like­
wise, credit control is particularly important due to the nature of CATCO's
 
business. To help establish appropriate review procedures and to train
 
CATCO staff in the application of financial analysis and credit control in
 
the fresh produce business, a total of 16 work-months of experienced TA is
 
planned over the life of the project.
 

In a similar vain, CATCO Management Systems will need to be
 
examined as experience is gained and growth occurs. The proven management
 
of Grace Kennedy & Company is expected to shoulder most of this functional
 
responsibility. However, prudent design dictates that additional technical
 
assistance be planned to provide training and to work with CATCO management
 
procedures. Therefore, 10 work-months of management systems TA is planned
 
over the life of the project. 
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Finally, Evaluation is seen as an essential function
 
to enhance the developmental impacts foreseen in the CATCO project. The very
 
complexity of CATCO operations provide an unusual opportunity to initiate
 
multiple innovations at most steps in the perishable food marketing channels.
 
While many innovations will prove profitable, some undoubtedly will fail.
 
Both the successes and failures need to be understood and shared, so that the
 
workable innovations can be replicated and the unworkable avoided. The project
 
plans for a full 23 work-months of technical assistance to assist CATCO perform
 
evaluation and extend their findings.
 

6. Project Costs and Financing
 

a) Project Costs
 

Total costs for the 5 year project are estimated to be
 
$6,690,500, of which 77% would be expended for working capital costs and the
 
balance for longer term investment capital costs. The relatively high con­
tent of working capital costs reflects the basic purpose of the project
 
which is to promote and facilitate the establishment of a commercial company
 
which will trade agricultural commodities. A major need in such an under­
taking is the working capital required to pay operating expenses, carry an
 
adequate inventory and offer sufficiently attractive services so as to
 
attract supply clients and purchasing customers.
 

Generally there are four components to the project:
 

Aiount Percent
 

Start-up Costs $ 343.5 5.1
 
Market Enhancement Investments 500.0 7.5
 
Technical Assistance 659.0 9.8
 
Working Funds 5,188.0 77.6
 

$6,690.5 100.0
 

The various components are explained below and are shown in further detail
 

in Table
 

(1) Start-Up Costs ($343,500)
 

CATCO is essentially being created by the project.
 
As such, the prcject costs associated with the institution are its total
 
start-up costs and not the incremental costs after the company begir.s its
 
actual trading with the assistance of USAID resources. As ot June 30, 1982
 
CATCO will have spent $270,500 of its own equity on start-up costs
 
including:
 

$210,000 - in operating expenses since November, 
1981 including $40,000 expended by 
Grace Kennedy and to be reimbursed 
by CATCO;

$ 22,000 - in formation expenses. and 
$ 38,500 - in office iinproverients ind 

equipment. 



TABLE 9 PROJECTED CAi'CO PROJECT COSTS * 

BY YEAR OF IMPLEMENTATION 
($000) 

Items Start-UpI2 

Year 

J Total 

Investrent Capital 

1. StIrt-Up 

) CATCO Expenses 

1) (;YC e iRb. 

c) --r t ion Expenses 

d) L Ii:. rovcannts 

t:cEqulpmtuut 

2. Markct Lnnnicin. Investments 

3. "r.t;:ical A.'si;tincc 

j) A1l0 (lri'IL ikvaluation) 

170 

40 

22 

27 

11.5 

50 

23 

250 

15 

125 

40 

125 

60 40 70 

170 

40 

22 

77 

34.5 

500 

225 

I-) IDB Consultants 

Sub-total - Investweit 

217 

f25.5 

217 

382 185 40 70 

434 

1,502.5 

in,: Fund 

-. - rking Capital 

1,829 

1,829 

1,375 

1,375 

875 

875 

440.5 

440.5 

668.5 

668.5 

5,188 

5,188 

T()tTAI 2,654.5 1,757 1,060 480.5 738.5 6,690.5 

Sec CATCO financial su-narv in the Financial Analysis Lection 

for dcrivation of these amounts. 
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volume. To assure that CATCO has access to a reliable mans to shipping, it 
may be desirable for the company to invest (on a ole or joint-ownership 
basis) In a carrier capable of transporting fresh produce. The estimated 
range of capital costs for such a venture are:
 

- second-hand schooner (less 
than 10 years old). 50 tons 
carring capacity (40 ton
 
d.w. ). CoolIng facility in 
hold; 30,000
 

* second-hand schooner (less

than -10-years-old). 250­
tons carrying capacity (75 
tons d.w. ) Cool Ing facili­
ties inhold 80,0000 

- nw schooner. 50 tons 
carrying capacity (40 tons d.w.). 
Cooling facilities inhold. 120,000 

Inthe first year of operation, a second-hand 
50 tons carring capacity schooner may be the most conmmrcially expedient 
investment, followed by a new schooner of similar size in the second year of 
business, giving a total investment insea transportation of $150,000. 

(iii) Peanut Dryer and Sheller
 

Peanuts are identified in the CATCO Market 
Analysis as a commodity showing strong market potential in the Region. At 
the point of production, drying and shelling facilities will be required 
to convert the harvested crop into a marketable comodity. The purchase 
(for rental/lease to farmers or use by CATCO alone) of drying/shelling 
machinery is expected to be a necessary investment for CATCO to underake. 
The estimated capital costs for such a venture are outlined below: 

Mobile peanut shellers x 8 24U0 
peanut dryers x 4 26,000
 

50,000
 

(iv) Additions to Infrastructure inSupplying 
Countries 

While itwill be CATCO policy to work within 
existing infrastructure of the countries supplying fresh produce for intra­
and extra-regional trade, initial field visits indicate tat as CATCO expands 
its business to include more perishable items (such as soft fruits and some 
vegetables), then investment insome physical plant will be necessary; 
including:
 

- dry storage space
 
- cool room facilities Insupply countries
 
- trucks 
-grading machinery
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Another $73,000 will be spent early inyear 1 to provide additional otice 
accommodation and equipment, partially to acconnodate the IDB consultants to 
CATCO but also to provide for increased staffing of CATCO. Existing facilities 
are crowded and inadequate for the type of operation envisaqed. The additional 
office space will be located in the same buildinq that CATCO now occupies. 

M11f(2) Market [:nhancini Investmlents (MI . 

There are certain deficiencies and/ur opportun ities in 
the marketing system which must be addressed it CATCO is to succeed. Given 
the riskiness of these investments and the current lack of perceived markets, 
it is difficult to attract private sector involvement. Previdino investnent 
capital to CATCO to allow them to take leadership in strtini selected new 
trading related services as joint ventures will hulp attract other private 
sector involvement. The type of investment envisaq;ed would renul , in an 
irnprovement of some specific aspect of CATCO',s mra ketinq pro,)i2,, out 
examples of prototype investment of this ndture are outlined below. All 
specific investmeknt requests of this type would be considered on their own 
merits. For purposes ot itimatinq project coots i! is a 5uud th,,. CATCO 
and other private investors would sharut equally in the total invevstments, 
inclusive of the required operatiiq capital. Any individual in,.es tbent on 
CATCO's part exceeding S5IMCU ruit receive rvevi.,o ,and (.onLurrince 
from the RO0/C. The total of the projects listd N1oW ,eprLAlnt an e2tl­
mated $1,000,000 in investment. 

Pij~ynniPuc i i.litl iilor banas and 
&A t e5 

uS (:1't ,lul pes'ptt' ui u , tLanani and turiatO 

markets within the Region is cootinrn:,,nt upon th,' ,al ih-,nt of rilpening­
room facilities for these c, iodi tis. itiAr. ial pn,-t 'isibi lity studies 
indicate that tile purchase and ',ritinrqo; u n T:silit i,". (ei ther ole­
ownership or joint-venture) appvar to be attraU ivp rr',es.:t orpOrtEuity. 
The estimated range of capitl cost! for Such a vent.,e a,, outlined below: 

US
 

Holding-room and ripening­
room;
 
Eyhylene generator, voltae 
modi fier; 
Installation costS 

5 tons c(apacit/ 32,000 
10 ton1 (apaClt 50,000 
20 ton'% cacity 83,500 

In ' W0.year t curvi-rcial operation, CATCO 
will be required to invent (vith,.r 'u , or jintlni) an ttd 750,U00enty, 
IW 3 to 4 pI ni t'GU' to) In .', and till lad, IfWanand i q-rJ, V. We" b i 
the pryojCLted Od lu ViO IV. 01. , n ..in pa,-.. % A.nd '1 .V be. atta tied. 

!ri e.',o ! t' iun ;', , i i ',bfur ; .', ; tud t, 

,|,' tI ll 1,n1n 
for trusti produce in the nqiw to a -l'ur c)r'strailt tu th ,ialtth in trade 

I ar ..p 1 1 "deit111' ito 1.i ',i !,,III . 
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- loading machinery (hand and fork lift trucks 
etc) 

- selected packaging containers
 

A conservative estimate of the cost of an infra­
structural package as outlined above for one supply source is around $180,000.
 
As many of the LDC's who will be supplying CATCO have inadequate collection,
 
assembly or handling facilities, it is likely that CATCO will find it pro­
fitable to invest (solely or jointly) in 3 to 4 countries, an estimated
 
$540,000 to improve the basic fresh produce infrastructure.
 

(3) Grant Funded Technical Assistance ($659,000)
 

A total of 71 work-months of graW. funded TA for CATCO
 
is planned over the five year life of project.
 

CATCO will receive about 48 work-months of TA, valued
 
at $434,000, funded by a grant from the IDB. This TA will be provided,
 
under contract, by a local firm, SYSTEMS, and a Canadian firm, Deloitte,
 
Haskins, and Sells Associates; and will be performed during 1982 and 1983.
 

An additional AID grant of $225,000 will be used to 
perform frequent and intensive evaluations of CATCO activities over the life 
of project. 

Itshould be noted that additional TA requirements
 
projected in years 3, 4, and 5, in functional areas other than evaluation,
 
(see Table 8), will be procured directly by CATCO using AID loan funds.
 
The projected cost of loan funded TA ($250,000) is included inworking
 
funds described below.
 

(4) Working Funds ($5,188,000)_
 

It is projected that CATCO will have total sales of 
$2 million inyear 1 of the project, increasing to $34 million by year 5. 
CATCO will be a new trading company rperating with dual objectives of 
trading existing products and developing new production for potential, yet 
unexploited markets. As such it miit undergo a relatively slow start-up 
process on the sales, side, while ;imultaneously investing aggressively 
from the beginning in market and production development costs. This is 
necessary in order to have glreater assurance that sales volumes will, in 
fact, grow in later years. As the income s tatement in Section IV C shows, 
substantial, althouqh (ldclining losses will be incurred in years 1 through 
3. CATCO must have ,,uificient workinq cap ital to carry these operating 
costs until such tire that ,,ales voluowe and profits increase sufficiently 
to allow recovery. Likewise, working capital for accounts payable and 
inventory will Se high because CAKCO is a new business and will be required 
to pay cash tor inputs and output., wh ic it pur(has.; . In order to be com­
petitive '"aI ,: .ller it will also need to offer normal business terms on 
accounts; ree(:(,ivaule from sales. Finally uicautr- of sea, ,onal and other 
unforesee, vari,t ,orr,l n cash requirements, wor ,in( capital is needed to 
underirite a rnt 1ln'emcy cash reserve eoual to I to 2 months of annual 
operatino cott.. 
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TABLE 10. PROJECTED CASH ACCOUNT AND 
CUMULATIVE CASH FLOW NEEDS 

($000) 

ITEM 

START 1 2 

YEARS 

3 4 5 

1. Sales 1,984 9,733 18,113 26,744 34,053 

2. Profit After Tax ( 873) ( 917) ( 194) 1,330 1,337 

3. Net Cash Flow- / (1,827) (1,123.5) (1,024) 440.5 668.5 

4. Equity Call 550 -

5. AID Loan 1,250 1,375 875 - -

6. Cash Account 29 2 253.5 104.5 545 1,213.5-­

7. Cumulative 
Cash Flow Needs (1,827) (2 ,950.5) (3,974.5) (3,534) (2,865.5) 

1/ The amounts in years 1, 2, and 3 are different than the 
amounts shown in Table 16 for the same years because 

the "investment" item has been subtracted. 

2/ This is before a S94,500 payment is 

made on a shareholder loan. 
to be 



- 38 -

Estimated working capital funds total $5,188,000, as
 
shown inTable 9. The requirement for this amount of working capital over
 
the 5 years of the project is determined by summing peak cumulative cash
 
flow needs ($3,974.5 million) and peak cash account balances ($1,213.5
 
million). These peak values are shown inTable 10. Information from the
 
income statement and proforma cash flow statement in Section IV C are used
 
in this Table to determine the peak values. The sales and profit after tax
 
figures in lines 1 and 2 are from the income statement and show the large
 
yet declining losses as sales volumes increase. Line 3, net cash flow, is
 
from the proforma cash flow statement. The indicated cash flow needs are much
 
higher than projected business losses in year 1 through 3 because accounts
 
receivable, inventories and market enhancing investments use up cash as the
 
business start-up proceeds. Inyear 1 the cumulative cash flow needs will be
 
met with equity resources from CATCO shareholders, and with funds from the
 
USAID loan. Inyear 2 the cumulative cash flow needs increase to $2.950.0
 
million and are met with additional draw downs on the USAID loan. The peak
 
of cumulative cash flow needs is reached inyear 3 ($3,974.5 million). In
 
this same year net cash flow needs are met with additional USAID loan and
 
CATCO cash account funds. During years 4 and 5, positive net cash flow
 
results from trading profits, and these funds are retained within the
 
business to provide operating capital and build up the cash accounts. The
 
peak value of the cash accounts inyear 5 ($1,213.5 millioi) is thus the
 
second component of working capital.
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b) Project Financing
 

Total project cost of $6,690,500 will be financed by a
 
combination of equity, loan, and grant funds:
 

Percent
Amount 


Equity Funds
 

- CFC $ 382,500
 
- Private Investors 367,500
 

CATCO Earnings 1,187,000
 

Sub-Total $1,937,000 29.0
 

Loan Funds
 

- AID Loan $4,000,000
 
- Shareholder Loan 94,500
 

Sub-Total $4,094,500 61.2
 

Grant Funds
 

- IDB $ 434,000 
- AID 225,000 

Sub-Total $ 659,000 9.8
 

TOTAL PROJECT $6,690,500 100.0
 

The various funds and sources of funds are detailed in Table 11 and discussed
 
below.
 

(1) Paid Shareholder Equity ($750,000). By the end of 1982
 
CFC and private companies in the Region will have contributed $750,000 in cash
 
for equity in CATCO. As of June 30, 1982, $200,000 of this amount has been
 
paid. A Shareholders Agreement sets out the rules of ownership and management
 
and it allows CFC to maintain its existing 51% of ownership. Future growth in
 
equity will likely result from retained earnings rather than from equity pay­
ments in addition to the $750,000.
 

(2) Shareholder Loans ($94,500). The June 30, 1982 finan­
cial position of CATCO is expected to be:
 

Assets: Cash $ 29,000
 
Start-Up Investments 270,500
 

$299,500
 
Ownership: Accounts Payable $ 5,000
 

Paid Equity 200,000
 
Grace-Kennedy Loan 94,500
 

$299,500
 

The loan from Grace-Kennedy was required to assist in
 
financing the start-up operations prior to June 30, 1982. The intent is that
 

this loan will be converted to equity in the future but this will be in addition
 
to the pending equity call for $500,000. For financial planning purposes, the
 
$94,500 is shown as a shareholders loan for the duration of the project.
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(3) Retained Cash ($1,187,000). CATCO retained earnings
 
will contribute to a net cash surplus during the 5 years of the project,
 
amounting to $1,187,000, all of which will be available to finance CATCO
 
operations.
 

The source and timing of the retained cash is as follows:
 

Opening Cash Balance $ 29.0 
Year 4 Operations 440.5 
Year 5 Operations 668.5
 
Start-Up Cost Shortfall 49.0
 

$1,187.0
 

The $49,000 shortfall in start-up costs is calculated as follows:
 

Total Start-Up Costs $343,500
 
Paid Equity 200,000
 
Shareholders Loan 94,500
 

Difference (49,000)
 

It is assumed that this deficit will not be paid out of the next equity call
 
($550,000) or from AID funds. As such, itwill be financed by accounts
 
payable or other short-term sources, i.e. the $49,000 is not in fact a cash
 
surplus generated by CATCO operations; it is short-term funding acquired by
 
CATCO from one of several sources. For presentational purposes however, it
 
is included here as retained cash.
 

(4) USAID Loan ($4,000,000). These funds will be loaned to 
CATCO on 15 year terms with a 5 year grace on principal. Interest will be at 
4% for the first 5 years and at 7% on the remaining 10 years, calculated on 
outstanding balances.
 

Up to $500,000 of the loan may be used to finance
 
capital investments, either jointly owned by CATCO and a private investor or
 
wholly owned by CATCO. All such investments will be evaluated on their own
 
merits and subject to the approval of USAID. Funds from this category can be
 
reallocated to working capital if required.
 

The remaining $3,500,000 will be available as working
 
capital to pay operating expenses, carry on adequate inventory, and offer
 
sufficiently attractive services to attract customers, and hire specialized
 
technical assistance for problem solving or staff training. The working
 
capital funds will be disbursed on the basis of pre-established guidelines.
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(5) IDB Grant ($434,000). A contract for technical assis­
tance to CATCO has been funded by IDB for the years 1982 and 1983 and is now
 
underway. (See Project Costs Section).
 

(6) AID Grant ($225,000). These grant funds provided by 
AID will be used to perform evaluations over the life of Droiect. Due to the 
anticipated quick disbursement of AID funds, frequent reflows, and the risky 
nature of the project, process evaluations are planned to begin inyear 1 and 
continue over the five year period. Inaddition, indepth impact evaluations 
are planned inyear 3 and year 5.
 



JABLE IL (.Ai,.I PRO.IEC, FINANCING 

BY PLANNED UTIIL EZAFION 

SOURCES 

SOURCE OF FUNDS 

USE 
OF 

FUNDS 

TOAL 

.. . . . ... . .A 

SIIAREHtOLD)ER EQU ilY 

PRIVATE 
CFC COMPANIES 

CAICO 

SIll.lId -
H1OLDERS 

LOAN 
CAS1 

l.UA 

ll) 
A 11) 

t;A. 

I)B 

GEINE 

I. S~tart-uCp 343.5 175 168.5 500 

2. 

J. 

iv-Ltnmrit Capital 

flch. Assiat. 

IjO 

o59 

225 434 

-X,,iiug Fund 5,18, 207. 1..9 94.5 1,187 JO 

urAI. t,. ti8., 11=2.5 367.5 24.5 1 L87 4,000 225 434 
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IV. PROJECT ANALYSIS
 

A. Technical Analysis
 

1. Market Assessment
 

The assessment of the markets for fresh produce outputs and from 
inputs in the CATCO market area was undertaken by CATCO staff and IDB consultants. 
The method of assessment entailed three major steps, viz: a search and content 
analysis of previous relevant studies and series of available trade statistics; 
field visits to selected potential supply and market countries - St. Kitts 
and Nevis, Antigua, Montserrat. Domioica, St. Vincent, St. Lucia, Barbados, 
Trinidad and Tobago; and the synthesis and analysis of information elicited in 
the desk and field research components to provide market share and market 
volume estimates that CATCO can capture over the period Year 1 to Year 6. 

The range of market participants interviewed during the field
 
visit component of the market assessment study included farmers, farmer
 
organizations, extension officers, farm input retailers and distributors,
 
Fresh produce importers, wholesalers and retailers, institutional buyers
 
hotel and restaurants, central marketing agencies, government departments
 
(agriculture, trade, etc.) regional agencies, (for example, C.F.C., I.I.C.A.,
 
C.D.B.) and the regional offices of extra-regional aid agencies (for example,
 
USAID Ba bados, IDB Trinidad). The result of this survey indicated that there
 
was a general awareness of greater market potential in the Region for
 
agricultural commodities, and that given more orderly marketing arrangements,
 
product-ion could increase accordingly.
 

The analyzed supply and market data was compiled and presented 
in a CATCO document "An Overview of Trade, Production and Market Structure 
For Fresh Produce and Farm Inputs In Selected Eastern Caribbean Countries." 
A synopsis of the conclusions of this market assessment study are outlined 
below. 

a) Fresh Produce Outputs
 

The two market contries that offer the most immediate potential 
for CATCO in its fresh produce trading capacity are Trinidad/Tobago, and 
Barbados. Other markets within the region that show good market potential 
in the short - medium term are Antiguajrarbuda, Guadeloupe, Martinique, Aruba, 
Curacao and Bonnaire. Field visits to the latter three countries have not 
been completed. However, the prima facie evidence, reflected in the trade 
analysis and discussions with fuod 111orter, ,rI .ludtmaier illULhsud Dutch 
West Indies n,,tions, is that a ready 'ar'Let exi sts fer certain fresh produce. 

Exports of produce to ,xtri-rejional ;r, kets have strong 
potential in the lonj(er term (when CATCO has estai i lied its market position 
within the reiicn). Initially, St. Vincent, St. Lm i,, Dominica and to a 
lesser extent, a,iraldo, h~ive been i dentifi *d x: the (euntries offering
the best s resh rod1a, w,ith %lynl/Jama ic/1eli ze 

a ppi source / whenhuit volu's 
available fror2 the E,tern Cairibbean LDC",. 7he Leewa rd Islands (St.. Kitts/ 
,,evis, Anti,,uat/Barbudi, and ,Montserrit) are conidered a mediumi-term supp y source. 

acting as su l ;ent, i'i of indeiua te are 
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Four commodities have been identified that offer strong market
 
potential in the region and these have been selected as the core items that
 
CATCO will trade in its first year of operations. These core commodities ­
bananas, plantains, oranges, and grapefruit will form the 'critical trading
 
mass' that is necessary to establish CATCO as the major trading participant
 
in the intra-regional fresh produce market. In the second year of trading,
 
other commodities will be added to the CATCO trading list, and the company
 
will gain the benefits of transportation economies generated by the four
 
relatively high volume core commodities.
 

InTable 12 , the projected sales volumes (tons), by market
 
country, for the commodities that will be traded by CATCO in Year 1 through
 
Year 6 are presented.
 

In Year 1 of its trading activities, the two key markets for
 
CATCO are Trinidad/Tobago, and Barbados.
 

(i) Citrus Produce
 

Trinidad: Citrus production has declined sharply inTrinidad in recent years.
 
In 1974, 12,000 tons of oranges and 19,400 tons of grapefruit were produced.
 
Production is certainly less than half and, probably, one-third of this level
 
now. Extra-regional imports are precluded from entry. The size of the orange
 
and grapefruit markets are estimated to be 4,000 and 5,000 tons respectively.
 
With a reduction or removal of entry barriers to the market and availalbe and
 
reliable sources of supply, estimates of mature fresh market size are 8,000
 
tons for oranges and 7,000 for grapefruit.
 

There is unsatisfied demand for citrus in Trinidad, in particular,
 
for oranges. This fruit is, likely, a closer substitute for the high priced
 
extra-regional imported fruit than is grapefruit. With assured market access,
 
CATCO can capture 10% of the orange market and, say, 6% of the grapefruit market
 
in Year l.This is equivalent to a total importation figure for 1982/83 of 400
 
tons of oranges (8tons/week) and 300 tons of grapefruit (6 tons/week). CATCO's
 
share of the Trinidad market could reach 15' or better in Year 2 for both oranges
 
and grapefruit and be maintained at this percentage level in a growing market,
 
i.e. CATCO import tonnage is projected to be 750 tons each for oranges and
 
grapefruit in 1983/84. This market share will be maintained through to 1988/89,
 
when CATCO's volume of shipments will be over 1,000 tons for each of the major
 
citrus products.
 

Barbados: The size of the orange market in Barbados in 1981 was around 1,000
 
tons - a small proportion was supplied from domestically grown produce (say 157),
 
over half the import volume came from intra-regional sources (Jamaica, some from
 
Trinidad, and relatively small quantities from the Windward Islands), and about
 
one-quarter from outside the region.
 

It is expected that in Year I CATCO will have an annual trading
 
volume in oranges of 200 tons (4 tons per week), comprising about 20i'. of total
 
market share. As a result of the uncertainty surrounding source of supplies,
 
Year 2 CATCO sales volume isexpected to remain at 200 tons, increasing sharply
 
to 330 tons inYear 3 as the CATCO staff gain experience in assessing scarce
 
supplies, and thence, climbing relatively slowly to reach close to 400 tons
 
in 1928/89 and maintaining a market share of around 25, in that year (i.e.
 
Year 6 total market volume will be around 1,600 tons).
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Table 12, Pro-iected CATCO Regional Commodity
 

Sales By Country Over the First Six Years of Operation
 

Commodity and 
Country of Sales (1) Year 1 Year 2 

Sales per Year in Tons 

Year 3 Year 4 Year 5 Year 6 

Regional Sales 
Bananas 

- BDS 

- TT 
- ABC 
- ANU 

300 

750 
-
-

1000 

2500 
2000 
400 

1100 
2750 
2200 
440 

1155 
2887 
2244 
462 

1213 
3031 
2288 
485 

1273 
3183 
2334 
509 

TOTAL TONS 1050 5900 6490 6749 7019 7785 

Plantains 
- BDS 
- TT 
- ABC 
- ANU 

150 
320 

-
-

300 
1000 
750 
200 

330 
1100 

825 
220 

346 
1210 
841 
231 

363 
1331 

858 
242 

382 
1464 

875 
255 

TOTAL TONS 470 2250 2970 3164 3373 3598 

Oranges 
- BDS 

- TT 
- ABC 
- ANU 
- REG 

200 

400 
-
-

-

200 

500 
300 
-
-

330 

825 
550 
-
-

346 
907 
561 
100 
500 

363 
998 
572 
105 
550 

382 
1098 
583 
110 
605 

TOTAL TONS 600 1000 1705 2416 2590 2779 

Grapefruits 

- BDS 
- TT 
- ABC 
- REG 

120 
300 
-
-

300 
750 
400 
-

330 
825 
440 
-

363 
907 
448 
500 

3b1 
998 
457 
550 

400 
1048 
466 
577 

TOTAL TONS 420 1450 1595 2220 2388 2494 
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Table 12,"Projected CATCO Regional Commodity
 
Sales by Country Over the First Six Years of Operation
 

Salne ner Year in Tons 

Commodity and 
Country of Sales (1) Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

Other Commodities 
Peanuts 

- BDS - 50 100 110 115 121 
- TT - 100 200 240 264 290 
- REG. - - - 100 120 144 

TOTAL TONS - 150 300 450 500 555 

Carrots 
- TT - 100 600 660 726 799 

TOTAL TONS - 100 600 660 726 799 

Cabbage 
- TT - 100 150 180 216 238 
- REG - 50 60 66 73 

TOTAL TONS - 100 200 240 282 311 

Tomatoes 
- TT - 200 400 440 462 509 
- BDS - 50 7.5 79 83 92 

- REG - 200 400 440 484 

TOTAL TONS - 250 675 919 985 1056 

Man goes 
- TT - - 100 300 360 400 

- BDS - - 100 300 330 350 

- REG - - 100 300 330 340 

TOTAL TONS - 300 900 1020 1090 

Onions 

- TT - - 500 600 660 726 

TOTAL TONS - - 500 600 660 726 
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Table 12 , Projected CATCO Regional Commodity

Sales by Country Over the First Six Years of Operation
 

Sales per Year in Tons
 

Commodity and
 
Country of Sales (1) Year I Year 2 Year 3 Year 4 
 Year 5 Year 6
 

Pigeon Peas
 
- TT - 60 73
66 76 80
 

TOTAL TONS 
 60 66 73 76 80
 

Extra-Regional Sales 
Mangoes 

- XREG - - 100 300 360 396 
TOTAL TONS 
 - - 100 300 360 396 

Sweet Peppers
 
- XREG 
 - 500 600 660 726 

TOTAL TONS - 500 600 660 726 

Assorted Exotica
 
- XREG 
 500 750 900 1080
 

TOTAL TONS 
 500 750 900 1080
 

(1) Key to Point of Sale:
 

BDS - Barbados 
TT - Trinidad & Tobago
 

ABC - Aruba, Bonnaire, and Curacon
 
ANU - Antigua
 
REG - Other Regional
 

XREG - Extra-Regional 
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The grapefruit market inBarbados was around 300~tons in1981
 
substantially smaller than the market volume prevailing inthe late 1970's 
when itwas a similar size to the orange market, that Is,1,000 tons, In 
recent years, there has been a consistent shortage of grapefruit on the market 
reflecting, inpart, the sharp curtailment insupplies of produce from Dominica 
after Hurricanes David and Allen. InYear 1 it isestimated that CATCO can 
capture about one-third share of the Barbadian grapefruit market (120 tons - 1982/83 
total market volume will be around 360 tons). Shipments of around 6 tons per 
week inlate 1982/early 1983 from Dominica will make up the bulk of CATCO 

* sales volume. In1983/84 CATCO should make significant in-roads into the 
grapefruit market - satisfying demand that currently islatent through 
gaining access to grapefruit from the Dominica Citrus Growers' Association
 
as output levels approach pro-hurricane days. The likely market volume attained
 

* 	 share of around 66%. The CATCO market volume should reach 400 tons (8tons
 
per week) by 1988/89 out of a total market volume of around 1,000 tons, giving
 
a 40% market share. 

Suppy Sources: The major factor constraining growth inCATCO orange volume will 
be the absence of secure supplies of produce. Inthe first year or two, it is 
anticipated that there will be a scramble for supplies - relatively small quantities 
coming from the Windward Islands, sporadic shipments from Jamaica when Jamaican 
supplies exceed the very buoyant demand for oranges inthat state, and two supply 
sources where potential has not been assessed in-depth, Guyana and Belize. In
 
the longer term, Dominica will be a major source of supply for grapefruit and,
 
as their Tree Crop Program comes into place, an important supplier of oranges 
to regional markets. The other Windward Islands will be residual suppliers 
of citrus. Sources of supply inBelize and Guyana are being investigated.
 

() 	 Bananas 

Trinidad: Inthe late !9FO's, banana marketings inTrinidad were Over 4,000 
tons per annum - banana production isnow estimated to be only about 
500 tons per annum. The Central Marketing Agency inTrinidad-, until the early
 
1970's, used to room-ripen over 50 tons nf bananas per week. However. internal
 
management problems resulted inthe termination ^f this business.
 

There isstrong market potential for room-ripened bananas. Super­
markets contacted expressed interest Inmerchandizing this product. The School
 
Nutrition Company (S.N.C.) perceived that from Octover 1982, around 15 tons would
 
be required per week for their school meals program. Street vendors InPort-of-Spain
 
sell imported fruits (such as apples, pears) at around 50 - 75 4 per piece. 
Quality supermarkets price ripened bananas of indifferent qualit at over $1per 
lb. A quality, golden yellow, roomripended banana retailing at Tess than 25t 
a piece or, say 0t per lb, would seem attractively priced inrelation to other
 
fruit competitors.
 

It is reasonable to assume that the room-ripened banana could
 
achieve a similar market size that the ripened and unripened banana market
 
attained inthe late 1950sti.e. over 4,000 tons per year. The market would
 
likely build to this same level over a 3 - 4 year period. Assuming that banana 
ripening facilities are Inplace by late 1982 (say 0ecember), then CATCO can 
reasonably expect to build up to a weekly throughput of S0 tons (avolume figure 
attained by C.M.A. inthe very early 19706s) by the end of Year 1. The total 
expected volume of bananas transported and ripened in1982/83 Isestimated
 
to be 750 tons i.e. shipping 25 tons per week or less inthe first four months
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of 1983 and building up to 50 tons per week inMay and iune 1983. InYear 2,

CATCO should average shipments of 50 tons per week and, at this stage, very
itkely will be the sole supplier of room-ripened bananas to the Trinidad market,.

From Year 3 through to Year 6,CATCO weekly volume will grow relatively slowly
and market share may slip from 100 percent down to around 70 percent.
 

Barbados: The present market for banana inBarbados isabout 650 tons per
 
year, of which over 80 percent are produced domestically. King Agro Foods in

association with CATCO, has been testing the market for room ripened bananas.

A five tons capacity room has been inoperation for some months. Weekly

shipments have been ripened and merchandized via the retail trade, the hotel
 
and restaurant sector, the cruise liner market arid the school meals program.

Consumer acceptability has been very strong. 

-.-- In- the formtive year-(1982/83) of-market penetration,-it is-­
expected that CATCO, in association with the ripening room owner, will 
merchandize 300 tons. In 1983/84, the annual volume merchandized during the
 
year will be 1,000 tons, however, to attain this volume the present ripening
 
room capacity will have to be doubled. It isanticipated that the room­
ripened banana market inBarbados will grow very quickly, once consumers
 
are exposed to the products on a continuous basis. From Year 3 through Year
 
6 market size will at least double from the projected level of 1,000 tons in
 
1983/84 to reach 2,000 tons per year (17 pounds per capita) in1988/89. 

SupIy Source: Supplies of bananas are available from the Windward Islands ­thlis s quality produce that does not met extra-regional market requirements
and, currontly, issimply dumped. Supplementary supplies may also be drawn from
 
the domestic banana producing sectors InTrinidad and Barbados.
 

(III) Plantains 

Trinidad: The size of the plantain market InTrinidad I:about 3,200 tons.
Most plantains, both domestic and imported, are sold on the stem. Spoilage can
be very high (40% or more). Major wholesalers are reluctant to handle plantains
because of the poor quality of produce; fresh produce managers from the super­
market sector exhibit similar reluctance. Both sets of market participants
expressed enthusiasm about the importation of reblar supplies of quality
produce packed Insuitable containers (cardboard boxes as per bananas). 

Itisestimated that CAtCO could quickly capture 10% of the market
for plantains by focusing on the top quality segment, that IS currently not eing
satisfied. Domestic production Ison the decline, thus, the market potential
for CATCO produce will expand; and more Importantly, the consistent availability
of quality plantains at cMpetitive prices will foster an expsnslun of the 
present level of demand. In Year 2 total market volume will grow to aroued 
4,000 tons of which CATCO should capture 25 * i.e. 1,000 tons. In Years 3 
through Year 5 CATCO will at least maintain and, likely, slightly Increase its 
mrket share in a growing market. 

b The current size of the market for plantains In !ibados around.onst,e bulk of which are imported from St. Vincent. AspTrTinidd, 
tte plantain trade Is characterized by a high dejreie of product s1itage ind,
enerally, low quality fruit. InYear I, CATCO can capture 201 of tho market

for plantains in Barbados - the focus will be on the prov'sion of reliable 
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supplies of boxed quality produce largely to the supermarket trade (around
 
3 tons per week). Satisfying this segment of the market will stimulate
 
growth in the size of the overall market for plantains. In Year 2, market
 
size will grow to around 900 tons, of which CATCO can expect to capture
 
one-third, again through servicing the quality end of the market. In Years 3
 
through 6, the market is expected to grow relatively slowly, but CATCO will
 
maintain market share.
 

(iv) Mangoes
 

A ready market exists for quality, well packaged mangoes in
 
Trinidad and Barbados, particularly when local produce is not in season
 
(the mango season is from May-July). The size of the mango markets in
 
Trinidad and Barbados is difficult, if not impossible, to discern. Domestic
 
production is unknown but, certainly, the projected 100 tons CATCO import
 
volume to each country would represent a very small proportion of total
 
supply. Local supplies of quality, packaged mangoes are not available. The
 
production and mavketing system for local mangoes is, at best, rudimentary.
 

CATCO produce would be directed towards the supermarket and
 
hotel/restaurant sectors of the two markets. Supplies of suitable mangoes
 
are available no;. in sufficient quantities to meet the anticipated CATCO
 
1984/85 requirempnts. Year 3 has been scheduled for first shipments because
 
the very perishable 'soft' nature of mangoes requires a high d-qree of
 
fresh produce marketing expertise - this will be acquired by the CATCO team
 
by Year 3.
 

In Year 4, trading volume in mangoes will increase to 300 tons
 
in each of the selected markets and will attain a level of 400 tons in Trinidad
 
and 350 tons in Barbados by 1988/89. The increasing annual volume of CATCO
 
mango sales will reflect strong penetration into the 'quality' fresh produce
 
sector and an expanding overall market as increasing marketing efficiency
 
lowers unit prices and expands the demand for the product.
 

It is expected that CATCO will also penetrate the 'other
 
regional' mango market ever this same time period (i.e. selling to the
 
Leeward Islands, French and Dutch West Indies). By Year 6, sales to this
 
composite market will Le around 350 tons.
 

(v) Tomatoes and Other e lected Veetables 

Trl,.. .. A Tobago imports large volumes of onions, carrots, 
peanuts, and to a le er extent, tomatoes and cabbage, mainly from extra­
regional sources. 

In Trinidad, the extra-regicnal imports of tomatoes can be 
displaced if tomatoes of equivalent qual i ty can be merchandi zed from within 
the region . Wh'n the ,Anana ripening rooms are in place, or using specifically 
built to ato ripp ing ,romn,,fcilitie', will . it to ripen intra-regional or 
1ocdl tomatoes ( i(. d 'Jreen) usin ethyl er' w,, that cAn compete with the 
impor ted produce. .ma ll-ncale field trial , using the Barb dos banana pilot 
project ripeni ng room, have proved very sucr,'s tul. It is estimated that CATCO 
can supply 200 ton'% of ruom-ripened tomatoes to t,: Trinidad market in Year 2, 
using both local and imported intra-reqional produce. This would represent a 4 
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total market share, or a 40% share of the imported tomato market. In Year 3
 
CATCO sales volume will increase to 400 tons - an overall market share of
 
about 8% and around 60% of the anticipated expanded imported tomato market.
 
By Year 6, expected CATCO trading volume in room-ripened tomatoes will have
 
reached 509 tons.
 

Barbados also affords a tomato market opportunity for CATCO. Imports
 
of tomatoes from extra-regional sources account for about 2 percent of the total
 
volume of imported fresh and processed fruits and vegetables into Barbados.
 
Annual tomato imports in 1981 were about 340 tons, representing 26% of the total
 
market volume of around 1,400 tons. It is estimated that CATCO will merchandlze
 
50 tons of room-ripened tomatoes in Year 2, utilizing the room-ripening facilities
 
which will be put in place to service the room-ripened banana market. In Year 3,
 
the volume will increase to 75 tons, representing a CATCO market share of around
 
5/ (or 20' market share for imported produce), and by Year 6, the annual CATCO
 
market volume will reach close to 90 tons. Very likely, the green tomatoes
 
processed through the ripening room will be produced in Barbados itself.
 

Antigua, St. Kitts and the French and Dutch West Indies are
 
significant importers of tomatoes from extra-regional sources. It is projected
 
that by Year 3, CATCO will penetrate these regional markets with room-ripened
 
tomatoes, once experience has been gained in the Trinidad and Barbados markets.
 
Expected CATCO market volumes of room-ripened tomatoes delivered to regional 
markets identified above are: Year 3 - 200 tons; Year 4 - 400 tons; Year 6 
484 tons.
 

Uniform carrots that are suitable for the Trinidad market can be
 
produced in the region - particularly in Barbados and Antigua. The major
 
constraints to servicing this market from the region are agronomic, but the
 
constraints can be removed with suitable extension support and with the
 
availability of suitable carrot seed. In Year 1, CATCO can con--ract for the
 
production of 100 tons of carrots to supply the Trinidad market. This
 
would represent a miniscule proportion of total market supply. Having
 
established with the trade that regional carrots can meet th2 quality
 
standard set by extra-regional imports, CATCO trade in Year 3 will expand
 
rapidly to reach 600 tons for the year (12 tons per week) and capture around
 
15% of the total market. By Year 6, CATCO trading volume in carrots will have
 
reiched 800 tons (15 tons per week) and will represent a share of about 17%
 
of the total market.
 

The market for fresh pigeon peas in Trinidad is estimated to be
 
about 2,000 tons. This labor intensive crop is currently in short supply. When
 
CATCO has gained experience in merchandizing highly perishable produce (as are
 
fresh pigeon peas), then the comparny can take advantage of this growing market 
opportunity. In Year 2, it is estimated that CATCO will sut)ply the Trinidad 
market with 60 tons of fresh pigeon peas from WJindward Islands and the annual 
CATCO market volume will increase Lo reach 80 tons by Year 6. 

Small volumes of dried peanuts are exported from St. Vincent to 
the Trinidad market. Organized farmer groups have been contacted who are 
enthusiastic to undertake contractural production of peanuts to meet 
Trinidad specifications. New hybrid Dfinut varieties which have been tested 
in the Eastern Caribbean show substantial yield increases over, previous seed 
stock. In Year 2, CATCO will contract for the production of 100 tons of 
peanuts for -ale in Trinidad (arid 50 tons for sale in Barbados). The con­
tractual volimee is expected to double in Year 3, (200 tons to Trinidad and 
100 tons to Barbados) and reach around 555 tons in Year 6 (120 tons for Barbados). 
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Imported produce enters the Trinidad market in the low season
 
for local supplies, that is,the last six months of each year. Within the
 
region, inparticular in St Vincent, St. Lucia and Barbados, cabbage can
 
be growr of equivalent quality to the imported produce. Further, growers
 
have expressed a strong interest in producing cabbage for export to Trinidad
 
at or around the farm price level that CATCO has identified as being Trinidad
 
narket competitive. In Year 2, CATCO will contract for the p-oduction of 100
 
tons of cabbage for the Trinidad market. By Year 6, CATCO will supply around
 
240 tons to the Trinidad market, representing less than a 5% share of the
 
total market size, but a 40 percert share of the imported cabbage volume.
 
Intra-regional exports to other markets within the region will be around 70
 
tons inYear 6, and will be made up of relatively small shipments to the
 
Leeward Islands to supplement requirements in the off-seas3n.
 

Trinidad is a ma,,ur importer of onions. During the 1970's,
 
Barbados exported 520 tons and more to this market. Disease problems and
 
poor rarketing scheduling destroyed this trade. In 1982, under the guidance
 
of B.M.C., onic,>s prodiction was successfully resurrected in Barbados.
 
A small export surplus is Flanned for 1983. In Year 3, CATCO will contract
 
with producers for 50C tan. of cnions fov sale to Trinidad. This trade will
 
grow to reach about 720 tons by Year 6. This will represent a 10% market
 
share for CATCO intra-regional produ,:ed onions.
 

(iv) Extra-Reqional Exports of Fresh Produce
 

A :ubsi.,ntial m:rket exists )utside the Caribbean region for 
produce that can be lown in The C"TCO suoply area, n,:,t least in Europe 
and North America. however, competi.ion Sn these markets is stiff and 
quality requireemert.: are vcry niqh. In the first 2 years of trading, it is 
not planned that CAT,'J 'ill attemnt to penetrate F:,tra-regional markets, but by 
Year 3 suffirient ;x:pertise merciandizing perishable produce and satisfying''. 

demand for hic.h quality proCuce will have been a'.tained.
 

The major vegetable item identified for extra-regional trade
 
is sweet peppers - destined for Eur:opean markets in their "off-season" 
(Novenber-March). A Dutch impcrter has ilreeiuy expres,-ed firm interest in 
undertaking fi21d and shipping trials - ence the production and marketing 
feasibility has been attested (and initial indications are very encouraging), 
then the expected requirement from this one company ic.estimated to be 320 tons. 
Year 3 has been conservatively selected. as the first full year of shipment; 
the projected CATCO volure for this yea- is 500 tons, increasing to around
 
700 tons by Year 6.
 

Mangoes are an item that already are exported from the region,
 
from St. Lucia, St. Vincent and Dominica to European markets. However, the
 
export trade is disorganized and sporadic. It is projected that CATCO will
 
export 100 tons of mangoes, largely from St. Lucia and St. Vincent, to Europe
 
in Year 3. This annual volume will increase sharply in Year 4 and attain
 
a level close to 400 tons in Year 6; this will represent about 4", market
 
share in the European region.
 

A range of exotic product isexported from the Eastern Caribbean
 
to extra-regional markets; again, the trade is disorganized and sporadic and
 
includes such items as breadfruit, hot peppers, yams, tannias, eddoes, sweet
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potatoes, passion fruit, etc. Using sweet peppers and mangoes to form a
 
nucleus for an extra-regional marketing thrust, CATCO will add-on other
 
exotic product to the tune of 500 tons in Year 3. It is anticipated that this
 
volume will double by Year 6, to reach around 1,000, or 20 tons per week.
 

A more comprehensive assessment of the market for key CATCO
 
fresh produce commodities as projected sales volumes from Year 1 to Year 6
 
are presented in Annex D, Exhibit 1.
 

b) Farm Input
 

The assessment of the farm input market by CATCO indicates that
 
there is sales potential in this sector for the company in most Eastern
 
Caribbean countries. Projected sales volume, by country, in the first 3 years
 
of CATCO's business operations are presented in summary form in Table 6, and
 
in detail in Table 13. The range of inputs that will be merchandized by
 
CATCO include:
 

Fertilizers Rodenticides
 
Vegetable Seed Short-line Farm Equipment
 
Chemicals
 

The largest $ volume category is projected to be fertilizer, with
 
fertilizer sales in two markets - Barbados and St. Kitts - accounting for 55%
 
of total farm input sales in both Year 1 and in Year 3.
 

CATCO has identified two major problems that plague the farm
 
input market in the CARICOM trading area: first, the lack of availability of
 
farm input supplies in the LDC's in the Eastern Caribbean; secondly, inappropriate
 
quality farm inputs supplies in the LDC's and the MDC's and the absence of
 
skilled personnel in the farm input trade to discern farmers' problems and
 
design farm inputs 'packages'that can solve these problems.
 

The CATCO strategy to be employed inmarketing farm inputs
 
is based on two broad objectives: to raise the level of technology used in
 
farming in order to increase yields and to demonstrate effective crop
 
protection with the use of low mammalian toxicity pesticides.
 

If CATCO is to trade in substantial volumes of intra-regional
 
produce which is,currently, imported in large volumes from outside the region,
 
or procure high quality produce for extra-regional markets, then the level
 
of technology used in CARICOM agricultural production must be raised. Poor
 
yields for many crops grown in the Caribbean have been attributed to, among
 
other things, old varieties, inadequate amounts of fertilizer and not enough
 
attention paid to crop protection resulting in high losses both in field and
 
after harvesting.
 

CATCO intends to identify and make available the improved varieties
 
(especially in vegetables) needed for effective import rubstitution, along with
 
the required formulations of fertilizer and crop protection pesticides, needed
 
by farming groups growing these crops. Pesticide products will be
 
chosen for (1)low mammalian toxicity, (2)high pesticide
 
efficacy, (3)and wide enough spectra to reduce the number of products with
 
which the largely unsophisticated farmers of the region must become familiar.
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TABLE 13 

PROJECTED SALES OF AGRICULTURAL INPUTS BY 

CATCO YEAR 1 TO YEAR 3 ($000) 

COUNTRY PRODUCT GROUP 
Year 1 
1982/83 

Antigua Fertilizer 
Vegetable Seed 
Chemicals 

13 
8 
6.5 

Barbados Fertilizer 
Vegetable Seed 
Chemicals 

117.5 
8 

13 

Trinidad Vegetable Seed 
Vegetable Chemicals 

13 
26 

St. Kitts Fertilizer 
Vegetable Seeds 
Chemicals 
Equipment, Vegetable 

Fertilizer, etc. 

47 
2 
6.5 

3.5 

Dominica Vegetable Seed 
Chemicals 
Rodenticides and 
Equipment 

1 
4 

1.5 

St. Lucia Vegetable Seeds 
Chemicals, Rodenti­

cides, Equipment 
etc. 

3.5 

6.5 

St. Vincent Vegetable Seeds, 
Chemicals, Rodenti­
cides, Equipment, 
etc. 6.5 

Montserrat Vegetable Seeds, 
Chemicals 8 

Year 2 
1983/84 

Year 3 
1984/85 

50 
30 
25 

63.5 
38 
31.5 

450 
30 
50 

569.5 
28 
63.5 

50 
100 

63.5 
126.5 

180 
7.5 

25 

227.5 
9.5 

31.5 

12.5 16 

4 
15 

5 
19 

5 6.5 

12.5 16 

25 31.5 

25 31.5 

30 28 
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CATCO intends to penetrate the farm input market within the
 
Region with the minimum disturbance to existing business. Farm inputs and
 
support services will be merchandized through existing farm input distributors.
 

The estimated size of farm input markets in the CATCO trading
 
area that are realistically penetrable by the company are shown in Table 14.
 
CATCO estimates that the vegetable seed market shows high potential but
 
relatively low dollar volume. The high volume fertilizer market has high
 
barriers to entry - in Trinidad and Barbados because of local competition
 
and inaccessible supply channels, in the Windward Islands because of unique
 
financial requirements (see later). The crop/pest chemical market show good
 
potential for CATCO, particularly in the Windwards, Leewards, and in Barbados.
 

InTable 13, estimates of CATCO's market volume in selected
 
farm input markets, by country, are presented. In percentage terms, the
 
range of market shares are from 50% for crop chemicals in St. Kitts/Nevis
 
down to 1% for the same commodity category inBarbados. Of course, the wide
 
range reflect differences in market conditions: in St. Kitts/Nevis, the
 
Central Marketing Agency has approached CATCO to establish, stock and supply
 
a major farm input retail store which will be owned and operated by C.M.A.;
 
inBarbados, the bulk of the crop chemicals are utilized by large plantations
 
for sugar cane and, to a lesser extent, vegetable production and these large
 
scale units have their own secure sources of product supply.
 

The major users of farm inputs, specifically, fertilizers and
 
pesticides, in the CATCO market region are the banana growers of the Windward
 
Islands. The BGA's present the umbrella organization WINBAN with annual
 
input requirements, and WINBAN calls for bids on tender from interested
 
firms on behalf of the BGA's. In recent years, the financial status of the
 
BGA's has been, at best, shaky. Source of supplies of inputs have been
 
tied closely to the countries of the donors that have supplied extended
 
credit or even direct grants. CATCO does not consider this portion of the
 
market to be accessible, and is not included in projections.
 

2. Cost of Trading and CATCO Selling Prices
 

The major trading cost categories and the c per lb. trading
 
costs, and the estimated CATCO selling prices for selected fresh produce
 
commodities are presented in Annex D, Exhibit 2. The major assumptions
 
underlying the cost/price calculations are:
 

- CATCO estimated selling prices are at levels that are
 
competitive with produce of equivalent quality in
 
each market country.
 

- Each commodity will be packed in units that are the
 
norm in the existing fresh produce trade:­
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TABLE 14
 

ESTIMATED MARKET SIZE FOR SELECTED FARM INPUT
 

CATEGORIES BY COUNTRY
 

($000) Farm Input Category
 

Crop/Pest Chemicals
 
Vegetable and Miscellaneous
 

Country Fertilizer Seed Short-line Equipment
 

St. Kitts/Nevis 600 30 75 

Antigua/Barbuda 250 85 125 

Montserrat - 7.5 75 

St. Lucia * 37.5 75 

St. Vincent * 30 75 

Dominica * 15 57.5 

Trinidad & Tobago ** 600 5,000 

400 4,500
Barbados 	 3,000 


Source: CATCO Business Plan
 

• 	 Fertilizer usage in the Windward Islands is largely
 

associated with banana production. Access to this large
 
volume market (S5.5million for fertilizers and S500,000
 
pesticides) is contingent upon the availability of a
 
credit package for the B.G.A.'s in each country. See text.
 

•* 	Trinidad is a relatively large producer of nitrogenous fertilizers.
 
CATCO perceives that, for the short-medium term, access to this
 
market in closed because of local competition.
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bananas 
plantains 

30 lbs. 
40 lbs. 

pigeon peas 
carrots 

100 lbs. 
50 lbs. 

oranges 33 lbs. onions 55 lbs. 
grapefruit 33 lbs. tomatoes 33 lbs. 
peanuts 150 lbs. mangoes 10 lbs. 
cabbage 50 lbs. 

- packaging charges are based on actual costings for 
packaging material. High quality materials are quoted 
as it isanticipated that the CATCO packaging strategy
 
will be to emphasize quality to support the quality
 
produce image.
 

- Freight costs are based on ex:isting schooner rates in 
the Region. 

- Shrinkage is estimated at 5", for all items except
bananas and plantains for which a 10% shrink allow­
ance has been assessed. 

- Labor rates reflect current packer and stevedore rates 
in the Region. 

The cost of sales, margins accruing to CATCO, and the dollar value
 
of sales for each major farm input commodity category, and for each market country,

are presented in Annex D, Exhibit 3. Incontrast to 
the cost of sales for fresh
 
produce, farm input sales costs 
are on a c.i.f. basis for the volume commodities. 
That is,CATCO's buying price for, say, fertilizers isc.i.f. Basseterre (St.
Kitts). For high value - low volume items such as veqetable seeds, some central 
warehousing costs (inBarbados) way be incurred.
 

In determining cost of ,iles estimates, the following assumptions 
were made with regard to the CATCO argin: 

CATCO Margin as a 
Percent of Sale: 

Price
 

Fertilizers 
 3
 
Vpgetaole Seed 15 
Crop/Pest Chemicals 10-15 
Equipment and Miscellaneous 15 

With a volume of sales of $1.3 million from farm inputs in Year 1,
cost of sales are estimated to be S1.2 million, and the CATCO margin $89,000
(representing and average margin on ill commodities of 6.8 ). 
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3. Transportation and Handling
 

The transportation requirements of CATCO to move fresh produce and
 
farm inputs within and outside the region will be dynamic - as weekly trading
 
volumes increase and new supply sources ar' markets are added then so will the
 
transportation requirements change. For example, in the first year of trading
 
activity,weekly shipments of fresh produce to Barbados will average 15 tons,
 
and 37 tons to Trinidad, and there will be no CATCO produce movement outside the
 
region. By Year 3, the Barbados and Trinidad average weekly volumes will increase
 
to 50 and 150 tons, respectively, and extra-regional shipments will be around
 
7 tons per week.
 

In the initial period of CATCO's commercial life, small-scale
 
carriers will be utilized to move the relatively small volume of produce and
 
inputs to market centers. These will include air shipments by Caricargo,
 
chartering small fishing vessels to move produce overnight from St. Vincent
 
and St. Lucia to Barbados, the existing unscheduled inter-island schooner
 
trade, and schedule services such as the bi-weekly service linking St. Lucia,
 
Dominica and Barbados (The MV Uleunsuang).
 

As weekly trading volumes approaches 50 tons for Trinidad and
 
Barbados combined (projected for January/February 1983), CATCO will switch
 
from ad hoc transportation arrangements to a firm voyage charter basis,
 
using a vessel such as the Dominica based Miss Orva (50 tons plus cargo
 
capacity).
 

Transportation of farm inputs, while vitally important, presents
 
less of a problem for CATCO than fresh produce. High value - low volume items
 
(some herbicides, pesticides, seeds, etc.) will be shipped air-freight, and
 
the high volume commodities (fertilizers, some field chemicals) will be
 
transported in dry cargo space on scheduled carriers from extra-regional sources,
 
or in small lots on CATCO voyage charter boats.
 

Needless to say, the perishable nature of fresh produce demands
 
that the availability of appropriate transportation facilities is a fundamental
 
prerequisite for CATCO to become established as a successful commercial trading
 
concern. An IDB consultant to CATCO has reviewed the availability of alternative
 
transportation facilities to move fresh produce and farm inputs in the region; the
 
summary report is presented as Annex C, Exhibit 2.
 

The handling of, in particular, fresh produce has been given close
 
attention in the development of the CATCO business plan. Establishing a reputation
 
as a reliable supplier of quality produce is contingent upon having a handling
 
system in place that preserves the quality of the produce from point of supply to
 
market. While this may be axiomatic, the commercial reality is that handling costs
 
must be paired to ensure that CATCO produce is competitive in the market place.
 
The company is planning to use top quality packaging materials to support their
 
desired quality produce image but, in the initial period, it will stress simplicity
 
of handling methods. Palletisation will be the preferred direction which is less
 
expensive than using reefer containers, and is more suitable for loading and un­
loading at docks with very limited crane facilities and for transporting on ships
 
with relatively small capacities that were not designed for carrying reefers.
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As trading experience is gained, trading volumes increased,
 
and new markets are tapped, then, handling practices will be changed to meet
 
thE requirements of these new markets. C.F.C. is having 'mini-containers'
 
with cooling units built to test for suitability in the regional fresh produce
 
trade (the mini-containers are designed to fit on existing inter-island
 
schooners). CATCO will test the containers in actual commercial operations
 
during Year 2. Produce shipped to extra-regional markets by boat will likely
 
be transported exclusively in refrigerated reefer containers.
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B. Institutional Analysis
 

1. Background
 

In 1976 the Caribbean Food Corporation (CFC) was established by
 
the twelve member governments of CARICOM to increase regional self-sufficiency
 
in food through promotion, investment and implementation of agricultural and
 
agro-industrial projects. The CFC has a special mandate to operate in such
 
a way as to ensure the participation of the private sector, regionally and
 
extra-regionally. After a 5 year development phase, CFC has now entered a
 
"Project Investment Phase" in which they plan to emphasize commercial projects, 
involving primarily the private sector. The CATCO project is the lead initia­
tive of CFC in its 1982 - 84 Investm2nt Program. 

2. CATCO - The Implementing Institution
 

InOctober 1980 the CFC Board of Directors authorized the estab­
lishment of CATCO, a mixed public/private stock corporation to be located in
 
Barbados. Itwas established to provide agricultural marketing capabilities
 
which are commercially viable and responsive to the Region's development
 
needs. Its specific mandate was to:
 

- trade agricultural outputs (such as fresh and processed 
produce) linking producers, processors, wholesalers and 
markets in country A, within and outside the Region with 
those in countries B, C, etc., within and outside the 
Region; 

- trade agricultural inputs (such as fertilizer, chemicals, 
seeds, light equipment, etc.) linking manufacturers and
 
distributors of inputs in country A within and outside
 
the Region with distributors and markets in countries B,
 
C, etc., within the Region; and
 

- to provide input to a CFC sponsored Agricultural Trade 
Information Service for selected agricultural items. 

The creation of CATCO as a regional marketing agency w~s based on a grow­
ing awareness of the problems related to anricultural Droductlon and markting in the 
Eastern Caribbean. While there has been little systematic effort to exploth 
the intra- and extra-regional marketing opportunities, a number of marketing
 
studies have identified the need to develop such a capability. From these
 
studies emerged a consensus that a marketing agency should be developed.
 

CFC's Board authorized that the agricultural marketing and 
trading subsidiary be managed under contract by a "suitably experienced
 
regional organization" skilled in agricultural trade. It further provided 
that this trading company would have an authorized capital of US$5.0 million 
with CFC having 51Z and private sector organizations have 49.' of the shares. 
CATCO was thus incorporated in October, 1981 with an initial capital con­
tributed of US$200,000 (CFC provided USS102,000 and Grace Kennedy & Co., 
acting on behalf uf private sector organizations, provided $98,000). Figure 
2 shows the major participants in tile formation and implementation of CATCO. 
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CATCO's joint public/private equity structure will provide
 
several advantages. CFC's sponsorship of CATCO will: (1)coordinate CATCO's
 
marketing activities with other regional agricultrual development efforts,
 
(2)provide CFC member governments with practical insights on their own
 
marketing activities and trade regulations, (3) facilitate exchange of
 
national currencies, assignment of national personnel, (4)foster CATCO's
 
participation in selected regional marketing protocol agreements, and (5)
 
provide a developmental framework for CATCO's entrepreneurial activities.
 

It isequally important that CATCO have participation from the
 
private sector and conduct itself like a commercial enterprise (to make a
 
profit commensurate with its entrepreneurial risks). If CATCO is to be a
 
vehicle for demonstrating the conercial viability of selected marketing
 
activities it must not be seen as abusing its public sector sponsorship
 
(i.e. the project would not encourage other traders to emulate CATCO's inno­
vations if it was seen as making a profit only because of its access to
 
concessional funding).
 

To assure thdt CATCO was organized and managed as a conunercial
 
enterprise rather than public sector institution, CFC turned to a private
 
company to operate CATCO under three year management contract. CFC selected
 
Grace Kennedy & Company (GKC) of Kingston Jamaica, to provide management
 
services and to act as the initial private sector shareholder. GKC was
 
selected for this role because of its varied and successful experiences in
 
agro-industrial, trading and shipping activities, regionally and extra­
regionally. Under the terms of the management contract GKC has authority to
 
appoint personnel, select marketing strategies and conduct all normal operations
 
The Board of Directors exerts no direct influence over CATCO's day-to day
 
management, its focus is on policy issues and control of major capital expen­
ditures. The Board of Directors ismade up of three public and two private
 
sector representatives, reflecting the equity distribution of the company.
 

The members of the CATCO Board of Directors are:
 

- Mr. Carlton Alexander, Chairman (GKC) 
- Mr. John Goddard, Member (Goddard Enterprises, Ltd.) 
- Mr. Dennis Noel, Member (CfC) 
- Mr. George Fuller, Member (CC) 
- Mr. Ray Fuller-, lember (CfC) 

A core staff has been recruited and i.;onboard. They are 
actively involved in refining the business plan, conductincq ':arket analysis 
of Identified trading opportunities, dnd conduct in (pilot tradinq activities 
(e.g. small-scale shipvlent of bananas to test the fea'.ib ili ty of a ri pening­

room" to produce a premi um qual ity fru i t) . In addition to the resources of 
GKC to carry out start-uip and d(,velotwtntal activities., (A CU has access to 
technical assistance through a 1 , thousand [LB drant. These funds provideO

much of the short-term and speciali:ed assistance require0d to do initial 
market assessments and hur ine-. plan projections. 

3. Criti a, It.titta inns, It,sue. 

The etat) Iih ocii o ,nterpri e by ,ipublic sectort , curi erC 1,11 
a cot1p , invo1 ling the u, of t-i !d public/privlteInstitution iA ; proe 

sector or,jali: atLions. rhel-'e so taled thi rd-sector inti tutlons , properly 

4 
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Figure 1 - Participants in the 

Formation and Implementation of CATCO
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organized,,can serve to integrate the public accountability of a developmental 
institution with the inti iative and efficiency of private commercial enter­
prise. Third-sector institutions, such as CATCO, involve a balancing of 
potentially conflictin orgnizational objectives and required behaviors; for 
example, CATCO must allocate resources and attention between short-term, high 
margin, trading opportunities and longer term development of marketing 
mechanisms which have a higher innovation risk and may benefit CATCO's trading 
competitors.
 

CATCO was established to demonstrate that itiscommercially
 
feasible to provide the type and scale of marketing functions needed to stimulate
 
the Region's agricultural development. With the exception of selected
 
export crops (e.g. bananas to the United Kingdo) the conwercial sector
 
serving agriculture has little experience with:(!) trading by description 
-rather than'inspection.- (2)" simulating -quality and timelyproducton, of­
vegetables through forward contracting and enforced grading and packing 
standards, or (3)expanding consumttion through lower consumer prices, 
resulting from the economies of scale. These are innovation risks greater 
than the commrcial sector isprepared to accept given the lack of successful 
models. A CATCO isneeded to test the profitabl tyof these marketing inno­
vations. A lot of learning and experimentation will have to take place before
 
proven models or comercial mechanism for improved marketing will exist. It 
isthis development process which warrants concessional financing to CATCO.
 

Itiscrucial howtver that CATCO, and its collaborating institu­
tions, do not let developmental ,jport invalidate the ormercial feasibility
 
itistrying to dmonstrate. CATCO must seize market opportunities and make 
a significant profit; however, Itmust do so in a fashion which provides 
expanded opportunities for producers, consumers and other traders. This 
organizational challenge has implications for how CATCO isstructured, 
managed and supported. The following are important dimensions of CATCO organi­
zational arrangements.
 

a) CFC Maintaining Controllino Interest inCATCO 

CATCO is a private stock corporations the equity investment 
of CFC represents a Joint venture with the private sector to undertake ,com­
mercial activities which will develop agricultural marketing capabilities 
within the Region. For CATCO to be successful itmust combine ntrepreneurial
 
risk taking and profit motivation with the developmental accountability of
 
a public sector organization. This balancing of activities will present 
opportunities and challenges throughout the life of CATCO.
 

The primry thrust of CATCO will be to act as a cmercial 
enterprise. To facilitate this, CFC has delegated broad operational discretion 
to GKC under a three year mnagement contract. This, plus the forty-nine 
percent into-st held by private shareholder will encourage hard-headed 
attention to profitability, provide additional market place Intelligence and 
serveto counterbalance any tendency by CFC to add perpherial activities to 
CATCO's agenda, At the same time felifty-onte percent ownership of CATCO 
by CFC will awl lorate the risks of innovation and start-up Inherent in CATCO's 
Niston. it is these risks of uncertainty which have prevented coinrcial 
firis fromundertaking similar venture on their own. 
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Specifically, CFC's sponsorship will allow CATCO to have:
 
(1)access to concessional financing that would otherwise not be readily
 

(2)the ability to more easily exchange foreign
available (e.g., IDB funds), 

currency from trading activities and to assign staff without regard to nationa­

lity (i.e. resident visa restrictions), (3)the opportunity to provide feedback
 

on the trading regulations of CFC member governments, (4)the benefit of co­

ordination with other regional agricultural development projects (e.g., right
 

of "first refusal" to trade commodities from CFC's agro-business projects)
 
and (5)access to technical and managerial assistance through CFC (e.g., EDF/
 

CFC's institutional support activities).
 

There are potential negative implications of CFC's con­

trolling interest in CATCO. These include: (1)CATCO being tempted by CFC,
 

and the availability of concessional funds, to undertake inappropriate
 
efforts such as a comprehensive
activities (e.g., strictly public sector 


market information service), (2)political pressure by members of CFC's Board
 

of Governors to give special treatment to a particular country's marketing
 

problem (e.g., to bail out a Marketing Board's mistakes), and (3)the risk
 

of CFC's more bureaucratic management style affecting CATCO's conduct.
 

The management contract with GKC and forty-nine percent
 

ownership by the private sector (representing some of the leading commercial 
firms within the Region) will substantially ameliorate these potential impli­

cations of CFC's controlling ownership. On balance, it is only through CFC
 
CATCO could be started. In time, it is
leadership what such a venture as 


anticipated that some of the activities proved by CATCO's experience will be
 

emulated ty other private sector firms without any public or CFC involvement.
 

Indeed itis possible that CFC will not continue to exercise its right of
 

fifty-one percent ownership and majority on the Board of Directors. It is
 
if and when CFC should consider divestiture of its con­too early to tell 


trolling interest. For the foreseeable future, CFC should retain its interest 

in, and coniitment to, CATCO's development. 

Therefore, the requirement of fixed rate of divestiture by
 

CFC would not be an appropriate or relevant condition precedent for the pro­

posed AID financing. This issue should be addressed in the future if
 

additional assistance were made available and experience with CATCO operations
 

provided greater clarity as to the preferred mode of ownership of CATCO and
 

management of its activities.
 

b) CATC) Capitalization and Divestiture Process
 

CATCO was incorporated in October, 1981 as a private stock
 

company by CFC and GKC. It has an authorized capital of HS$5.0 million. To
 

provide start-up funds an initial call of US$200 thousand on authorized 
made in December, 1981. At that time CFC provided US$102,000 for
shares was 


its 49 percent ownership.51 percent ownership, and GKC provide JS-,98,O00 for 
Shares were sold at their par value of US$50 per share. This initial
 

paid-in capital wds cash, shares were not purchased by in-kind contributions
 

or by capitalization of pre-incorporation expenses.
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Dy the terms of the Shareholders Agreement, UKC was to pay
 
for and hold the 49 percent interest in CATCO on behalf of future private sector
 
investors. Because CATCO is a private stock company, it can not publicly trade
 
its shares. Itwas intended that GKC would privately sell, or divest itself of,
 
its 49 percent interest to private sector firms selected by CFC's Board of
 
Directors. GKC is now selling those shares to private investors (large commer­
cial firms which have the risk capital and long-term time perspective such an
 
investment requires). By Shareholder Agreement the geographical representation
 
of private sector shareholders would follow that of member country contribution 
to CFC. This would result in the following allocation of private sector
 
shares: Jamaica 14%, Trinidad and Tobago 14%, Guyana 14%, Barbados 5%,
 
Belize 1%and LDC's 1%.
 

To raise additional equity capital to finance CATCO's
 
operaticrs in addition to requested loan financing, CFC's Board of Directors
 
is soliciting a second call on shares to provide an additional US$550 thousand 
in capital. Of this amount, CFC would provide US$280,500 in cash to maintain
 
its 51 percent ownership position, and new private investors (not GKC) would
 
subscribe US$269,500 for the remaining 49 percent interest. This would result
 
in a total capitalization, excluding loan funds, of US$750,000 after August of
 
1982. These equity funds be paid in cash prior to any disbursement of the
 
proposed AID loan.
 

The infusion of additional equity capital beyond the US$750
 
thousand planned for this year, would depend as in any commercial venture-­
upon CATCO's ability to demonstrate the need for additional funds to finance
 
sound commercial activities and the ability to demonstrate its strategy for
 
profitability. In any subsequent private sale of shares, CFC retains the 
right "to subscribe for and hold up to 51 percent of the issued shares, but 
may elect not to do so". 

c) Should Divestiture be Required and How Would the
 
Process Work?
 

Because CATCO is a private stock corporation (less than
 
fifty shareholders) it can privately trade shares without the rigorous legal
 
requirements of a public stock prospectus. Thus, GKC has already begun the
 
process of selling or divesting its original shares in CATCO to a limited
 
number of private firms. These firms are established commercial eiterprises
 
which have the risk capital and time perspective to invest in such a venture.
 
The firms to which GKC is selling its shares have been approved by the Board
 
of Directors of CFC. Itis anticipated that GCK will significantly reduce
 
its current forty-nine percent holding in CATCO by the fourth quarter of
 
1982.
 

However, as noted in response to items (a)& (b)above, it
 
would not be appropriate or helpful for CFC to divest itselr of its interest
 
in CATCO. Were that thought desireable it could be achieved in several ways.
 
One approach would be to have a requirement that CFC divest itself of a
 
certain number of shares, or percentage of ownership, over a specific time 
period. For example, the Board of Governors could decide that itwould help
 
private sector involvement should CFC commit itself to a planned reduction
 
of its controlling interest over a ten year period. This would provide needed
 
public sector support during CATCO's development period and would encourage
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the building of a viable commercial enterprise which could stand on its own
 
within a realistic time period. Assuming that CATCO would be a commercial
 
success within this period, CFC progressive divestiture of its shares would
 
provide funds for other CFC projects.
 

The above scenario is not unacceptable to CFC and its
 
Board of Directors. It is felt however, that there are too many uncertainties
 
about the future to build in a rigid divestiture formulae at this time. Given
 
CFC's growing portfolio of development and commercial projects, it is likely
 
that CFC would be willing to phase out of CATCO to redirect its resources to
 
other projects were that feasible and desireable in the years ahead.
 

d) Possible Efiects of a Changing Ownership Pattern
 

It is anticipated that as CATCO becomes better known, and
 
successful in its commercial trading activities, private sector investment
 
will increase. This will broaden the equity base and provide working capital
 
to underwrite its continued growth. As private sector involvement in CATCO
 
grows the lessons learned from its trading activities will be disseminated to
 
a wider circle of participants. This will facilitate the emulation of selected
 
CATCO activities, or mode of operations, by other traders, commercial firms
 
and regional agencies.
 

However it is possible that only larger companies, such as
 
Goddards of Barbados or Geddes Grant of Trinidad & Tobago, will have sufficient
 
risk capital to invest in CATCO. This means that shareholders would be firms
 
which have a strong existing position in the retail food marketing sector.
 
While this will provide CATCO with access to leading firms in the private
 
sector, it could also present conflict-of-interest issues. An example of
 
such an issue is CATCO's possible investment i, a "ripening-room" to process
 
bananas. Such "forward integration" would allow CATCO to demonstrate the
 
feasibility of offering a quality fruit product through commercial ripening
 
techniques. Access to these bananas, which bring a significant premium,
 
could be an important competitive factor at the retail level. Should CATCO
 
give, or appear to jive, exclusive access or preference to this commodity to
 
one of its shareholders, who is a major actor at the wholesale level? This
 
is an example of wh,;' CATCO will need to balance the need to be profitable
 
with the risk of monoiolizing a market function. Other possible issues
 
include: the selecticn of shareholders, the constraints on CATCO's freezing­
out competition, and utje of .oncerional funds to underwrite a commercial
 
service.
 

e) Th	e _'e,-_]lty of Both Grace Kennedy & Company and CFC 
D1_in.ia Glet(ot- Ownership and Management Over Time 

The quorti, of Grace Kennedy and Company's divestiture of
 
its original shares ha, been iddre,sed above.
 

The do-lirability of CFC divesting itself of ownership has 
also been addressed above. W.hatever the ownership pattern of CATCO, public and 
private sector inve',tors would have a direct stake in there being sound business 
management of the operations: that is the management decision processes, 
staffing and perfonrianced based incentives need to reflect the entrepreneurial 
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nature of CATCO. If CATCO organizes itself like a public agency or takes on
 
significant development activities (non-revenue producing) it will not be able
 
to achieve its primary purpose: demonstrating the commercial viability of
 
needed regional marketing mechanisms.
 

CFC has taken a major step in establishing the entrepreneurial
 
nature of CATCO's operations, by its management contract with GKC. The broad
 
delegation of authority to GKC by CFC (see Annex E, Exhibit 1. GKC Management
 
Agreement) provides a necessary infusion of commercial experience and a buffer
 
from CFC's operation. GKC has the authority to recruit and manage staff, to
 
identify and act upon market opportunities. It is important that CATCO and
 
GKC leadership have the ability to move quickly and to undertake business risks
 
without repeated reference to the CFC Board of Directors. This management con­
tract will provide for appropriate differences in the type of CATCO staff and
 
their rewards from CFC existing operations. Intime it may be appropriate to
 
amend the three year GKC contract to provide performance incentives for demon­
strated CATCO success. These performance incentives for GKC, as well as those
 
provided CATCO staff, will need to balance short-term profitability with
 
longer-term developmental objectives.
 

After the three year management contract expires, neither
 
commercial nor developmental objectives would be achieved were the GKC, or
 
a similar experienced management firm not retained to assist in CATUO manage­
ment. For this reason it is recommended that a covenant of the USAID loan be
 
that CFC and other CATCO shareholders shall retain some type of private sector
 
management contract during the life of the loan.
 

f) External Assistance to CATCO
 

Another important dimension of CATCO's institutional growth
 
lies in the area of external assistance. Because of the risk and uncertain­
ties associated with developing new markets and trading mechanisms, some
 
concessional financing and technical assistance are necessary. It is impor­
tant that this external assistance be made available in a way which fosters
 
commercial success, not developmental dependency. Because CATCO's operations
 
will cut across a number of areas needing development assistance (e.g. pro­
duction credit, inter-island transportation, wholesale facilities, and market
 
information systems), there is the risk of overloading CATCO with these
 
requirements. Outside donors, as well as CFC, should be careful not to
 
distort CATCO's purpose and managerial attention by inappropriate subsidizing
 
of commercial activities (e.g. low cost credit to producers) or ancillary
 
development activities (e.g. regional marketing information services). The
 
concessional assistance as called for in this Project Paper is to subsidize
 
the: (1) innovation risk of starting a new venture, (2)development of appro­
priate commercial models for agricultural marketing, and (3)needed technical
 
expertise not readily available in the Region. Other needed development
 
assistance to strengthen the Region's self-sufficiency in food should be
 
coordinated with CATCO, but should be channeled through other, more appro­
priate vehicles.
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C. Financial Analysis
 

1. Introduction
 

The following financial analysis draws together information from
 
the market assessment, and the operational and institutional review conducted
 

in the process of determining the CATCO business plan. An income statement,
 
a cash flow statement, and a balance sheet are presented to examine the finan­

cial viability of the proposed CATCO operation. Assumptions regarding the
 
volume of sales of output and inputs, the costs of trading, and operational
 

based on material analyzed and presented in the Technical Analysis,
policies are 
and in Annex C. All projections are made for a ten year period, although 
after the first five years of operation the only projected changes in sales 

revenue and costs of sales are from inflation. Starting with year 1 of the 
project it was assumed that inflation increases 15% annually. 

2. Financial Statements
 

a) Income Statement
 

The projected income statement for CATCO is shown inTable
 

Starting at the top of this Table revenue is determined from the sales of
 

outputs and inputs. Total revenues are dominated by output sales and are
 

projected to reach some $34,000,000 by the fifth year of operation and then
 

due mainly to inflation, reach $74,760,000 by 1991. Major costs of sales
 

(these are mainly variable costs) for both outputs and inputs, and for common
 

costs, are then allowed for, to obtain CATCO margins.
 

The three major common costs shown in Table 15 are obtained
 

as follows:
 

i) Warehouse Costs for Inputs: Assumed 7,000 sq. ft.
 
total, with 1,000 of this air conditioned for seeds.
 
The cost isestimated at 25c/sq. ft./month, with CATCO
 
providing its own air conditioning units (3 units are
 
included in the capital budget).
 

ii) Agency Commission: This allows for the cost of expedit­
ing particular transactions ising agents rather than
 
the field officers when this would be more cost
 
effective. A nominal amount is included for this item.
 

iii) 	 Trading Contingency: This isan allowance providing 
for the risks associated with trading when taking title 
to the gcods. foreign exchange risks, the risk asso­
ciated with forward contracting and say, disaster 
risks. This is projected a& tbeing relatively high in 
the first year of operation and tapers off somewhat 

included here represents 5,)thereafter. The iestimate 

of total revenue inyea,, 1, then 3' ir year 2 and 2"
 
thereafter.
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The CATCO margin is then determined by subtracting total cost
 

of sales from total trading revenues. This is then applied to other operating
 
costs to determine a gross profit figure. The estimates of other operating
 

costs are shown (inBarbados Dollars) in Annex F, Exhibit 1. These costs are
 

made up largely of personnel and general management related expenses. Costs
 

of travel and projected technical assistance needs are also included.
 

A number of additional expenses items are then subtracted
 

from the gross profit estimate. These include a projected interest payments
 

based on a 4% interest charge for 5 years, and 7% for the balance of the 15
 

year USAID loan repayment period. This also includes an estimate of extra­

ordinary expenses from the amortization over a 3 year period of the pre-imple­

mentation costs $420,000 and formation costs of $44,000.
 

Finally, a preliminary estimate of net profit before taxes
 

isobtained by adding the anticipated CATCO grant from IDB to pay for certain
 

technical assistance services. This estimate isconsidered preliminary
 
because it still does not include anticipate' revenues from the selected
 
investments which CATCO plans to make in order to obtain certain needed market­

ing services. These investments include banana ripening rooms, drying facili­

ties, product cooling facilities, and shipping equipment, etc. In the income
 

statement revenue from these is called other income and r,.presents an estimated
 

10% per annum return on invested capital, starting two years after making each
 

investment.
 

taxable income is then determined and an
CATCO's total 

tax rate (based on current tax law in Barbados) is applied to
estimated 50.1 


this to obtain a projected net profit after taxes (NPAT). These results
 

indicated that CATCO will sustain substantial, although quickly declining
 

losses during the first three years of operation. After the volume of business
 

reaches a breakeven point inyear 4, the business turns positive and reaches
 
million in the fifth year of operation. By
a profit after taxes of some $1.3 


some $2.5 million.
year 10 inflation will have increased these profit levels to 


A sensitivity analysis of the CATCO business strategy reflected in the income
 

statement is presented after the pro forma cdsh flow and balance sheet 
are examined below.
 

b) Pro Forma Cash Flow Statement
 

The projected cash flow statement for CACO is shown in
 

Table 16. The major contributors to the bus-iness's cash flow -(eshown in the
 

first sub-group of figures in the statement. These include: inc ine after
 

taxes which is derived directly from the incomi statement; deprci ation wh ich 
nt
is for office equipment; and amortization which repre,ents payr , for lese­

hold, pre-implementation and formiation costs,. Derivations of to ciat)jes in 
accounts payable and taxes piyit)le, (the e ,ro pdid ,tj,,rterl / it, ei,,r') dIV
 
shown inAnnex F, Exhibits 3 mnd 7.
 

The next sub-group of fi'pir,'. in tho m1 rnit c&.,h 
;mle o t : ,Iti'luses. CATCO will experience lapsr betwen tt id'. ,i 

receipt of funds arising from thu se 'a 1 s , and th ab-,mlute '.1i , ot ac(.ount , 

receivable goes up as business volvme increases. The y 1arl/addlit1(lri, to 
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account receivable are -herefore shown. Inventories increase likewise and
 
changes are shown. Both of these items are explained in detail in Annex F,
 
Exhibits 4 and 5. Capital expenditures are for leaseholds and equipment in
 
year 1,and the investments are for the selected items to facilitate CATCO's
 
trading operations. (Discussed in detail in Section III D).
 

The net cash flow is negative inyears 1 - 3, turning positive
 
and reaching some $1.5 million by year 10. Funds to finance the operations
 
in the early years come from increases in long-term debt (the USAID Loan)
 

and from CATCO's own equity resources. Starting inyear 5, a shareholder
 
advance is repaid and in year 6 USAID loan repayments are started.
 

c) Pro Forma Balance Sheet
 

The projected balance sheet for CATCO is shown in Table 17.
 
Current asset estimates are derived from the cash flow statement, and from the
 
projections of accounts receivable and inventories shown inAnnex F. Prepaid
 
expenses are for insurance. Other assets include those acquired at or before
 
start-up through pre-imp'ementation costs, leasehold improvement costs and
 
CATCO business formation costs. Investments and office equipment are also
 
included.
 

Major liabilities are the outstanding accounts payable, taxes
 
payable and long-term debt (USAID loan). Equity contributions are from an
 
advance by Grace Kennedy to cover operating costs, private and public sector
 
shareholder equity, and retained earning of the compdny.
 

By year 10 the estimates are that CATCO will have acquired 
some $16 million in total assets, liabilities and equity. Some $2million of 
the USAID loan remains to be paid off, while CATCO will have accumulated over 
$10 million in retained earnings if all the assumptions of the business strategy 
hold true. In the following section we will examine the sensitivity of the 
proposed CATCO operation to changes in certain of the critical assumptions. 

3. CATCO Financial SumriTJV and Sensitivity~naly__ 

In order to analyze the financi ai rusult% of CATCO's anticipated 
business strategy, the informiation giined from the previnus financial statements was 
used to calculate t wurh,,r of :trateqic financial indicator";. These include 

the following: 
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...Results of these calculations are' shown in Table .18. If allithe 
' Iassumptions about sales and cost hold true, CATCO'has a positive net cash flow 
in its 4th year of operation.' Results' from the cash flow statement did show 
a low cash balanceat the end of the first year, yet the current ratio and acid 
test for this year are particularly favorables off-setting the possibility of 
a cash crisis actually arising.l Thedebt/equity ratio remains below 5:1, except 
during year. five when it reaches a peak of5.31. Inthis some yearthe debt/. 
networth ratio has dropped to4.08:1 a contnues'to'fall'-hrogh a 10. 

The returnon equity isextremely high in the1st year that CATCO
 
avenet profit after taxes, but thi is largely due to the fact 

th t the earlyyearlosses have'ignificantly reduced the -company's-ntorth-' "'" 
By year 10 the company isprojected to achieve a 23% return on equity, which 
is quite favorable, if itcan be achieved. The nominal internal rate of return 
for this base CATCO projection is 20.6% which islow for current business prac­
tices in the Region.- If inflation falls between 10 and 15%, then the real 
long-tem rate of internal return (after taxes) is only 6 to 11%. Given the 
risky nature of business investments indeveloping countries itnormally takes 
somewhat higher expected returns to attract private sector investors. In 
CATCO's case the public/private sector joint investment strategyo the willing­
ness of USAID to participate inthe project and the important longer-term need 
to promote increased agricultural trade in the Region has been sufficient 
incentive to attract potential investors. 

Inaddition to the above financial review a sensitivity analysis
 
ispresented inorder to examine the likely effect of critical assumptions
 

about sales and costs of trading not holding true. Five alternative assumptions
 
are made regarding key elements of the business plan, as explained below:
 

Assumption 1: More favorable terms on the AID loan isassumed,
 
with a similar pattern or draw downs and the same 10 year payback period at 7%
 
interest on the outstanding balance but with 2% interest during the first 5
 
years.
 

Assumption 2: Both sales and the cost of goods sold are reduced
 
by 10% to reflect a decrease inthe projected volume of business.
 

Assumption 3" The trading contingency line item from the income
 
statement isdoubled
I n order to deal with a higher level of risks (bad debts 
foreign exchange, disaster, etc.) associated with trading perishable comoditles. 
This places the rate at 10% of total revenue inyear 1, then 6% inyear 2 and 
4% thereafter.
 

Assumption 4: Revenue from commodity sales isreduced by 2%p 
but all costs are maintained at base level rates, This could represent a 
squeeze on CATCO's margins or an increase inphysical product losses (shrinkage). 

Assumtion : The basic business plan calls for major volumes 
of trading inother regional and extra-regional commodities (largely vegetables 
and more exotic fruits in the 3rd and 4th years of operation. After the 1st 
year of trading in these products rather significant increases involume were 
projected for succeeding year. To examine the effect of not increasing volume 
so rapidly, a 50% drop inboth sales and costs of trading for oter regional 
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and extra regional products was assumed inthe years following the 1st or base
 
year of trading of the respective commodity group. 

Results of the sensitivity analysis are shown in Table 19. The 
first case examined of more favorable loan terms has little effect on income 
or cash flow, or on the internal rate of return. Moreover, ifthe business 
actually achieves the projected level of profitability, interest rates could be 
increased during the 5 to 15 year period and adequate cash balances would 
exist to meet such obligations. 

The second case of a 10% reduction involume of sales and costs 
-of-trading- does reduce -the -IRR to 19%:but--stillcan_.be judged _to .have.lreatively i .. 
little effect on the profitability of the business, inspite of the fact that 
operating costs such as personnel remains the same. 

The remaining cases all tend to significantly reduce the financial 

vigor of the project, reducing real internal rates of return to near zero 

(assuming 15% rates of inflation). Each of these three cases reflect the highly 

risky nature of trading in perishable agricultural commodities. The base year 

projections of margins, trading contingencies and vegetable supply response in 
Years 4 and beyond are reasonable, given existing knowledge. Yet inthis 
business it isreasonable and prudent to also expect each of these Items to 

contribute to management difficulties and long-torm financial viability. The 
last case of significantly reduced rates of growth of sales of other regional 

not onlyand extra-regional commdities is particularly serious because it 
places CATCO in precarious financial conditions, It also means the objectives 
of expanding production opportunities for farmers in the Eastern Caribbean are 

not being achieved as rapidly as planned. 

In summary, the sensitivity analysis shows quite clearly that 
CATCO could be a very successful company ifprojected sales and costs are close 
to their mark. Yet it also shows the degree to 'hich CATCO's success isdepen­
dent upon managing risks and contingency costs of trading, as well as achieving 

Considerable management
the target1levels of sales and production expansion. 

effort, business experimentation, and market development effort will be
 
required to keep CATCO on target.
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4. AID Loan Terms
 

As is clear from the financial analysis, CATCO's cash position
 
is extremely weak during its first years of operation. This growth period
 
requires an equivalent grace period for amortization payments and a highly
 
concessional interest rate. RDO/C believes this level of concessionality is
 
fully justified by the development return. ,: anticipate from the project 
and the fact that CATCO will not make all its business decisions based
 
on profit maximization alone. Rather, it will and must expend considerable
 
resources in terms of operational costs and management time to foster changes
 
in the marketing system beyond CATCO's direct control. A significant portion 
of costs in the first two years of the project will be required to set in 
place the market and producer agreements to move into fresh vegetable trade 
in the region and from the region to the U.S. and European markets beginn'ng 
inyear three. The diversification of CAFCO into these higher risk commo­
dities is a fundamental development rationale for AID's support of the 
project. Without concessional resources, CATCO could not move into this area 
to any significant degree. 

Beyond the grace period, the "base case" cash flow indicates
 
that CATCO could sustain close to commercial intvcrest rates for the amortiza­
tion period of the AID loan. However, the sensitivity analysis indicates
 
that at a fifty percent reduction in trade volume of key commodities, CATCO
 
could not absorb significantly less concessional rates than seven percent.
 

RDO/C reviewed this issue at length. Our objective was to set
 
loan terms which were reasonable in terms of CATCO's ability to pay without 
excessive concessionality or windfall prni'its to shareholders. Several
 
alternatives were considered as describea below.
 

Regarding interest rates and loan repayment schedule, a clause 
in the loan agreement permiting AID to readjust either or both was reviewed 
and rejected as being one-sided and difficult if not impossible to negotiate.
 
A repayment cl&use which would automatically shift interest rates upward
 
triggered by achievement of specific financial objectives also was considered
 
and rejected because it could induce CATCO to alter its behavior to avoid an
 
automatic shift in interest rates.
 

A third alternative was to link the payment of dividends to 

renegotiation of the interest rate on the AID Loia . It is proposed that AID 
approval will be required before any di>'idends are paid to shareholders. At 
the time of such a request, AID will review CATCO's overall financial position 
and may request an adjustment in the loan interest rate up to the prime lend­
inq rate prevailinq in Barbados at the time of the adjustment. Agreement on 
the adjustmernt of the rate would be subject to mutual agreement. 

In recomlending the loan terins proposed and the renegotiation 
clause outlined above, we believe that the best balance has been struck between 
AID's objectives in supporting CATCO, the concerns of CATCO's investors, and 
the potential impact CATCO can have in expanding the market for regionally.. 
produced agricultural comoditic 
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D. Economic and Social Analysis
 

The long-term goals of this project stress the developmental role of
 
a regional trading company (CATCO) in expanding the volume of output and con­
sumption of selected food crops grown by small farmers in regional LDCs.
 
Related goals are to reduce dependence on imports and to increase sales to 
extra-regional markets. 

The effects of CATCO opeations on supply response, marketing effi­
ciency and employment will be examined. A summary description of the impacts
 
of CATCO's activities on different food system participants provides a conjec­
tural overview of the positive results to be realized by the project, as well
 
as some of the competitive adjustments that will likely occur.
 

1. Market Potentials
 

Trinidad/Tobago and Barbados are the primary consumer markets in
 
the Eastern Caribbean with Trinidad/Tobago being by far the largest in terms
 
of both population and income, Table 20.
 

TABLE 20
 

POPULATION AND PER CAPITA GDP
 

SELECTED EASTERN CARIBBEAN COUNTRIES
 

POPULATION PER CAPITA 
1981 GDP 

COUNTRY THOUSANDS 1981 USS 

Trinidad/Tobago 1,127 4,000
 

Barbados 251 3,710
 

St. Lucia 122 1,070
 

St. Vincent 112 660
 

Dominica 86 804
 

Antigua/Barbuda 76 1,650
 

St. Kitts/Nevis 50 1,030
 

Montserrat 12 1,680
 

SOURCE: IBRD Economic Memos for 1982, and
 
Barbados Economic Report for 1981. 

The food corrivodi ties which irfe i ported almo-.t enti rely from out­
side the Region are wheat, ric(-, d c1duouo; fruit-; arid white pottr to.'. Other 
connodlities that ore Irlportrd in bst'mL)lt i (ililt i ", it' P , dry onions,it oul 
procere(1 ve.ltahli, heet id 1,()r . .irj illi rrcI (u,rr ,-. of fre-.h citrus, 
carrot,, tomitow,, ,nd (Itt,'t v, ,Lihl',- dH, . 1 itii(t,'td. Th ;i,.1,1,,t -'et are 
item) thtit call b" producd in th. Peqion ad tra(e-d 10tri-nr;l onally !y CATCO 
as a ofi r'a Ijiit oqi onahl - CIf-Aufficiency.ilearli 0O i rno 
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The estimated imports of fresh produce by Eastern Caribbean
 
countries during 1979 provides a rough estimate of the size of the market 
within which CATCO will establish its primary trading operations. (Table 21). 
However, the potential volume of trade is probably underestimated because these
 

data are based on official trade statistics, which apparently do not account
 

for unlicensed product movements. Furthermore, recent developments in Trinidad
 
consumer demand for food commodities while
indicate significant increases in 


local agricultural production has failed to respond. Consequently, market
 
assessments by CATCO consultants have identified sizeable market opportunities
 
in Trinidad for imported bananas, plantain and citrus. In the banana case
 

there isan opportunity to redevelop what was once a sizeable market for room
 

ripened bananas. CATCO has conservatively estimated their banana sales in
 

Trinidad at 50 tons per week by year 2 of their operations. Although th2
 

CATCO volume may grow in succeeding years, they project a declining market
 

share as other firms become competing suppliers of "room ripened" bananas.
 

TABLE 21
 

ESTIMATED IMPORTS OF SELECTED FOOD COMMODITIES;
 

EASTERN CARIBBEAN COUNTRIES, 1979
 

COUNTRY VEGETABLES ROOTS FRUIT-/ PULSES
 

(TONS)
 

Trinidad/Tobago 6,542 20,529 245 1,542
 

2,437 567
Barbados 1,926 8,358 


174 109
St. Vincent 139 ­

- - 54
St. Lucia 530 


114 133
Dominica 158 -


Grenada 261 475 - 47 

a/ Does not include bananas or deciduous fruits 

SOURCE: (12) Sytems - 1980 Study for CDB. 

The CATCO management staff and their IDU financed consultants 
have made preliminary projections of product al notentijl , for Trinidad/ 

Tobago and Barbado,. Seccn (ary Carilt).,an marke t, will ir 1l de t.hi, Outch 
.1111,1,I i ly Puerto Rico.Antilles, the Frencii W.I I,;1andI , the Virlin Islarid" 

(For detail s 'dee the lc:hrnical Arnaly lis, IV-A and Annv.,. (1). Much a(dditional 

market iwnvestiqi(tion and yale,, eftort will ,,.luired t.o actuallypromotional h, 
achiweve them trrjet volum,'i. 

It. i, Itipu)rtIn t to point out that .I 'ub.,taintI 1 portion of 

CATCO'"; proje:tod *a,1l. will be net additlin4 to the current voltvi;,' of' intra­
regional tr,ide,. lIrt of t.h. irnctrmf (d voll(,ne will be pi irtj ,t thot ar,. now 

available+but ot, fb.inq harvo-,ted and marktePd, o.o. b n.nat,,pl-r ln and 
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grapefruit. Another component of increased sales will be realized by providing
 
more stable year around supplies of fruits and vegetables and by delivering
 
higher quality products. This presupposes some shift in demand towards the more
 
readily available and higher quality products. This demand will be reinforced
 
by a continued upward trend in consumer incomes and population growth.
 

A potential barrier to the achievement of expanded intra-regional
 
produce trade is the import restrictions imposed by individual countries in their
 
efforts to ehcourage and protect local producers. New procedures for adminis­
tering the Agricultural Marketing Protocol (AMP), discussed in III D, indicate
 
that efforts will be made to maintain open markets among member countries. The
 
actual implementation of the revised policies will be of importance to CATCO's
 
intra-regional trading activities.
 

CATCO will develop extra-regional trading on a very limited and
 
experimental basis beginning in year 3. The projected volues of a few items
 
such as mangoes, sweet peppers and assorted exotica are quite modest. The
 
principal target markets are Europe and North America. The major difficulty
 
in expanding extra-regional sales is the development of adequate supply sources
 
of high quality, carefully packaged and handled produce. The accumulated
 
experience with bananas, grapefruit and mangoes can be drawn upon as CATCO works
 
with other producer groups.
 

2. 	Suply Response
 

Wie supplies of fruits and vegetables to be traded by CATCO will
 
originate mostly from LDC countries in the English-speaking E.stern Caribbean.
 
The commodities are those produced predominantly by small farers (less than 25
 
acres).
 

CATCO s product purchases will come from three sources:
 

a) 	For bananas, the entire volume will initia lly coca from fruit 
that has been produced but i' not acce pte d for export to the 
U.K. Currently these bananaq are typically not entering the 
market. Some are utilized for liv,..tock feed. 

b) 	For plantain and citru., e'ecially qrapet ruilt, it io estimated 
that existinq production in adequite a'. th, initial Thurce for 
CATCO' ,pu rc ha 'aq. 

nI(i will 
to COmpete i tUP %urt- ru" with ot,''r tr ihr'. for miv'ailamble 
productiom. However, the v()o we hu lld-,p in year. !hrouqh 
5 of veqrtab Ie% i4. hi jhl1 /dr.pendr'ri wn new prodicti n Lhtti 
nmiqtit LY urttf~d( by murket rrnit vr%, mmIncIu nq Inmriard 
contrac t oft r,.d by (AW . 

c) 	 For other fruit% vvqtablv' it b- nP.,ee..ry:nr [ATCO 

An o hi , .,d vyin u, ; ;'in ' in i . do, lit' ­' rm .'",t1 at 	 1M LIv 'mit, I tj 

th, (0AI.; )i I. in V'IP. "VI Oif 

tural research aund ,ti-r'. m, thi,' mimitoi rmid' 
term ruccess of 	 ,, r,,t' h,,ivm li ti' .1' I".' Ul­

"I mmi.d (.OorvmImI I tpvnrition', 
with these publi l %,uniortv (snd AID % d,.i', t lona 0'0',m.t,'d) ,,. I nmi,'d 
technical a0',', tmnm. h hWen include'd I"mthe ARO pro],.t to iii. llitnt' the 
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needed coordination. Inaddition CATCO has planned to offer buying services for
 
selected inputs, such as fertilizer, seeds and pesticides that are directly
 
related to output commodities inwhich CATCO will trade.
 

Itis reported that ample land isavailable within the Region for 
expanded production of fruits and vegetables. Some of this land isnot now 
,being cultivated while additionals,shilandftedistolikely'other-crops-.-to becomeVariavailableous donoras-assugartd 

... p~dutton-de-cltnes-and'-1and -­

programs now exist to facilitate crop diversification and the production of more
 
labor intensive crops, especially fruits and vegetables. These programs can be
 
effectively linked with CATCO's efforts to organize and develop markets.
 

A very important group of project beneficiaries are the small 
farmers inthe LDC countries within the Region. A high percentage of the poten­
tial producers have five acres or less of available land. The family labor on 
these farms isoften underutilized, hence, incomes can be increased by undertaking
 
commercial production of fruits and vegetables.
 

3. Improved Marketing Efficiency and Vertical :oordination
 

InPart IIB of this paper a series of market conditions were
 
identified which, inthe aggregate, have served as constraints to output expan­
sion and increased consumption, and which contribute to inefficient marketing
 
processes. The CATCO project is seen as a significant means to reduce these
 
constraints and improve the vertical coordination of the production and market-

Ing process.
 

Marketing efficiency is said to be improved if the same products
 
and related services can be provided at a lower cost or ifmore desirable pro­
ducts can be delivered at the same cost. Under actual market conditions there
 
will be technical and institutional innovations that tend to reduce costs while
 
simultaneously new products and services will be developed that tend to increase
 
costs. Hence, efficiency can be improving even when prices to consumers are
 
stable or are trending upwards.
 

Inthe case of CATCO itisanticipated that the classification,
 
packaging and cooling of produce will add operating costs when compared to
 
existing methods of product handling. However, to offset the higher operating
 
costs there will be significant reductions inproduct losses due to spoilage,
 
shrinkage and deterioration. The end products which the CATCO system can pro­
vide will likely cost less and will be much better products than are typically 
available inthe current market. On products such as plantain, mangoes and 
tomatoes where spoilage losses are currently very high (30 to 40%) CATCOs. 
improved methods of handling and large scale operations should reduce overall
 
marketing costs but aggregate reductions inexcess of 10 to 15% should not be
 
expected unless major breakthroughs inocean shipping arrangements can be
 
achieved.
 

There are undoubtedly significant opportunities to reduce the
 
consumer price of fruits and vegetables as improved production technology and
 
management increases yields and reduces production costs per unit of output.
 
Improved information and better planning of production Inrelation to actual
 
market opportunities will reduce risks for farmers and contribute to more stable
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incomes. Greater stability and dependability of markets should also reduce
 
trading risks and over time contribute to reduced marketing margins. The com­
bination of reduced farm production costs and increased marketing efficiency
 
associated with the CATCO project and related efforts will benefit both producers
 
and consumers.
 

4. Employment Effects
 

In the first 2 years of the project employment increases will occur
 
in packing houses for bananas and plantains and citrus. Some additional labor
 
will be required at the farm level to harvest plantains, oranges and grapefruit
 
that may have been left unharvested without CATCO's product buying. Additional
 
labor will also be needed in box manufacturing, ripening room operations and to
 
some extent in loading and unloading air and vessel shipments.
 

Beyond year 2 the employment impacts will increase significantly
 
as new production of vegetable crops begin to expand. These impacts will be
 
noticed in farm input distribution, farm level production, and in all phases of
 
the market process -- transporting, sorting, packaging, wholesaling and retailing.
 

The project will have only modest impacts on the many small traders
 
operating within the various island markets. These traders will continue to
 
assemble local produce and sell through traditional channels -- public retail
 
markets and street vending. The volume arid composition of their sales may be
 
affected somewhat by CATCO stimulated imports from other islands, e.g. room
 
ripened bananas, and over the longer-run their relative share of an expanding
 
market will decline in favor of supermarkets and larger-scale produce merchants.
 
The rate of this adjustment will be affected by alternative employment oppor­
tunities for small traders.
 

It is possible that some individuals who divide their time between
 
farm production and trading may find it more profitable to shift all of their
 
efforts to production for an expanding arid more stable market. 

Hucksters that specialize in inter-island trade are more likely 
to feel the effects of CATCO's penetration of the intra-regional market. 
Apparently this isnot a large group of individuals .ind they typically trade 
in severral products, many of which will riot be handled by CATCO. Hucksters also 
engage in the trading of non-food items especially inarranging return trips
from major market islands such as Trinidad and Barbados. It is anticipated that 
most of these traders will find ways to adjust to CATCO's presence in the market 
and will likely take advantage of any improved transportation and other service, 
developed by or for CATC(. 

5. I )111aCt Woen.oil 

0f particular importance in the Caribbean is the contribution of 
women to agiriculture; they play a signifirant economic role in food pro,' ction, 
proce i ng/ipreserIing Iarketing.isestimated much theand it that of 
locally gro',n and ;n rkted 10o(J i1.pr()duCed by woimen, . )nan islI and-by-i sland 
ba sis, .o en" ,participati on in the a(Iricultur,1l la hor force i , 30 in'it. 
Vincent, 41 in "It. Lucia, omnd over 5() in ,Ionterrat nd Arntigua. Although 
women comprit'e ,ppro.yimatel/ 30 to 40 of the aqricultur,il labor force, this 
type of e.mploy r 2nt i,viewed as a low .tatus occupation. 
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The effects of a formal trading company will be both positive, as 
well as negative in reference to its impact on women. Women will directly con­
tribute to the production of fruit and vegetable crops to be traded by CATCO 
and employment opportunities will increase as a direct result of the expanded 
CATCO activity, In addition, women hucksters engaged in national level trade 
will be affected relatively little by CATCO's operations.
 

.... e--ot, her hand most food marketing- among-the- islands is-con­
ducted by hucksters, hawkers, or street vendors; most of whom are women. CATCO's 
entry into intra-regional trade will compete directly with these existing huck­
sters, at least on some commodities such as citrus, mangoes, and vegetables. 
However, as mentioned earlier these women traders typically handle a wide range
 
of comnuodities, as well as engage innon-food trade on return trips. Thus, it
 
isexpected that most of the traditional hucksters will be able to accommodate
 
to competition from CATCO. Compared to the number of women engaged In agricul­
tural production, rural assembly functions, and other related services, the 
number of women traders that may be negatively affected is quite sail 
Therefore, the impact of CATC's proposed operations should have a positive net 
effect on employment 	opportunities for women. 

6. Imeact Sumarv -	 Output Tradina 

The anticipated effects of CTCO's output trading activities have 
been summarized below. 

Groups Affected 	 Anticipated Effects 

1. 	Producers * producers will increase production due to 
encouragement frm CATCO; 

* 	 sales to CATCO of increased production and 
sales of produce which would otherwise spoil 
In the field will result in increased 
Incomes for farmers; 

Ssmall-scale producers represent approximtely 
85% of fermers In the Region but produce a 
substantially lower percentage of total 
agricultural output. Since CATCO is not 
specific about t will purchase outputs 
from, it Is possible that income of som 
larger scale producers will Increase more 
than incomes of the small-scale producers. 

2. Hucksters - the hucksters, who are presently, responsible 
for a relatively large percentag of intra­
regional marketing, will lose market share 
to CATCO, resulting fn decreased incomet 

• 	most hucksters deal with 10 - 12 crops and, 
therefore, the imact of CATCO W11 be 
softened by the flexibilitywith which the 
hucksters can move In and out of different 
crops$ 



Groups Affected 

3. Producer 
Cooperatives 

4. Banana Growers 
Associations 


S.Wholesaler,

Large Retailer* 

S85-


Anticiated Effects 

*CATCO will be dealing insome new markets
 
which will not affect the huckster, e.g
 
room ripened bananas which make u a signif­
icant portion of output to be marted by 
CATCO;
 

hucksters.m .....n- itbyadopting-handling 
practices and using transport services that 
are improved by CATCO market development

efforts;
 

* 	 some hucksters may become supply sources for 
selected products in areas where no producer 
organizations exist or where forward sales 
comitments can only be met by buying pro­
duct through local produce assemblers. 

* 	producer coops are responsible for export of 
all citrus from Dominica. The producer coops
will have increased incomes from sales to 
CACO of produce which would otherwise spoil
and sales of now production encouraged by 
CATCO. 

* 	individual Banana Growers Associations in 
St. Vincent, St. Lucia, Dominica and Grenada
 
are presently responsible for export of 
bananas from the individual countries. Many 
of the bananas which reach the Banana Growers 
are rejected for export sale and have no 
significant alternate use. CATCO will open 
a marketing channel for regional grade 
bananas, selected from those rejected for 
export sale and as a result, the Incomes of 
the Banana Growers Associations will Increase. 

these groups will purchase output directly
from CATCOo as a result they will have: 
-	 greater availability of produce, 
-	 more secure supply and better quality of 

produce, and
 
- ne products, ie. room ripened regional


grade bananas;
 

* 	as a result of the above, income will 
increase; 

* 	as risk insecuring produce supplies decreases 
the wholesale price may decrease. 
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Groups Affected 	 Anticipated Effects
 

6. Retailers * retailers who purchase CATCO output via 
wholesalers will have: 

- greater availability of produce, 
- more secure supply and better quality of 

- new productso I.e. room ripened regional 

grade bananas, and 
- possibly lower costs if wholesalers' sav­

ings are passed on;
 

* 	as a result of the above, Incorns will 
increase; 

* 	 smaller retailers who presently purchase 
most of their produce frm hucksters and
 
who continue to do so my experience a 
decrease inavailability of some commodities 
and, therefore, a decrease in income as 
CATCO takes market share away from the
 
huckster.
 

7. Street Vendors * street vendors are, for the most part, 
supplied by,hucksters and therefore may 
experience a decrease inavailability of 

asproduce, resulting In decreased Income, 
hucksters lose market share to CATCO; they 
could adjust by shifting their source of 
supply; 

• as inthe case of hucksters, the impact will 
be softened by the flexibility of street 
vendors to move inand out of different 
commodities. 

8. Restaurants
 
and Hotels * greater availability of high quality fresh 

produce will Improve menu selection, lower 
Meal costs, improve profits and make local 
conditions more attractive to tourists, 

9. Consumers * as a result of CATCO, consumers will have 
access to more and better quality produce
 
which will Improve nutritiont 

• the Improved marketing system should lead 
to a longer-term decrease in prices result-
Ing in a savings to the consumer. 
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7. Impact Summary . Input Trading
 

Groups Affected 	 Anticipated Effects 

1. Producer
 
Organizations 	 * producer organizations purchase inputs by 

tender which are open to international and 
regional tenders, however, them are no 
regional ftrms who tender atthe-present 
time; 

ifCATCO is selected as a supplier the pro­
ducer organizations may have improved service 
associated with their supplier being based 
inthe Region. 

2. Distributors,
 
Distributor
 
Sales Force, 
& Distributor 
Owned Retail 
Outlet * CATCO will be supplying existing regional

distributors;
 

• these distributors will: 

have access to new products,
 
have a more secure supply of Inputs,
 
have Inputs available at the time they are
 
re"q red, and
 
realize increased 	incom.
 

3.Retail Outlets
 
Not Owned By A
 
Distributor * 	 these retail outlets purchase inputs from a 

local distributor; 

*with CATCO supplyingthe distributor, the
 
retail outlet vi 1lhave;
 

more secure supply and improved availa­
bility of Inputs, 
access to new products, and 

- increased Income. 

4. Producer * producers who purchase inputs from producer 
organizations or distributors supplied by 
CTCO %III have: 

access to new products, 
a secure supply of inputs, 
inputs available when required, and 
improved Information concerning the use 
and suitability of inputst 



Groups Affected 
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Anticipated Effects
 

* 	 the above will result in increased produc­
tion and assuming a secure market for
 
output, increased income to the farmer;
 

* 	 if famn gate prices are currently high 
because of risk, as the risk involved in 
input supplies decreases and assuming a 
secure marnt f3:- produce, there should be 
a 	decrease in farm gate price.
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E. Environmental Analysis
 

1. Suninary 

The CATCO scheme purports to expand the trade of selected locally
 
produced crops, and selected agricultural inputs, in eight Eastern Caribbean
 
countries. Of 32 pesticides requested, it is reconinended 23 be approved and
 
9 disapproved. All approved formulations are low to moderate inmammalian
 
toxicity and will be sold to distributors already in place, not to end users
 
of pesticides. Most pesticides approved duplicate those now available, but
 
their shortaqes at critical cropping periods will be negated by CATCO inven­
tories. Except for Barbados, regulatiris controlling pesticides are not
 
enforced in the Eastern Caribbean. CAICO will subscribe to Barbados require­
ments, spot check pesticide residues in the produce it trados in,and provide
 
information to pesticide users on pest management practices and pesticide
 
safety.
 

2. Introduction
 

Initially, CATCO trading will involve the comtodities bananas 
(and plantains), grapefruit, and oranges. Subsequently peanuts, carrots, 
cabbage, tomatoes, man(goes, onions, pigeon peas and other cornlodities are 
expected to be added. CATCO will also trade in seed for desired varieties 
of vegetable,. and select other inputs critical to crop production, such as 
fertilizers and pesticide,,, although sale of inputs will corprise a very 
small par- of CATCO's total sales , and chenuicals a fraction of that. The 
Project Paper notes that no si (ile di;tributor of farm inputs operates on 
a region wide basis at present. CATCO will do this. Purchases wi 11 be made 
inbulk, tht-,n Lhanneled to tile fai-ri level throuqh e..tabli shed wholesalers 
and retail er'. 

The Proje_(ct PJper not(:, also the lick uf avlil,& iity of farm 
inputs, Jlnd their poor quaIlity, vI,further prObl1:es in the ,aribbbean which 
will be addreseu by 'ATC0. The Toble below -hows the nu~lir of pesticides 
used mainly in the iaqricultural '.cctor, which are availabie now in selected 
Eastern Caribbe'an countries: 

,>ihle, ?? 

Count ry Insecti cides Fun i cide, lie rbi cide] Otheri / 

Ait irqua 20 11 11 4 
Motserrat 32 11 24 13 
St. itts, revls 7 2 9 NA 
St. Lucia 8 8 8 7 
St. Vlncnt 25 8 12 6 
Trinidod, Tobago 43 16 13 7 

1/ Include,. rodenticides , nematicides , and !!xl lusccdes. 

trom l',t afid Pesticide i'inagementIn the Caribbian" Vol. Il.
 
Proceediligs of '01141,u and CIPC/USAI U, 3 7, Nov. Barbados.
nar Work"shop, - 1980, 
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Inmany instances the pesticides likely to be traded by CATCO
 
duplicate those already availablo insomeof the target Caribbean countries.
 
Yet, availability of approved pesticides through CATCO will assure them a
 
continuing place in the agriculture of all the countries. The Project Paper 
notes that .pesticide products will be chosen for: 1) low mammalian toxicity, 
2) high pesticide efficacyt and 3) wide enough spectra to reduce the number 
of products with which the largely unsophisticated farmers of the Region 

...... must-become-fariliar". - --

The Environmental Assessment addresses principally the pesticides 
but other possible environmental ramificationsintended to be traded by-CATCO 

in accordance with procedures setare included also. It has been prepared 
forth in Regulation 16 of the Code of Federal Regulations, Part 216, Environ­
mental Procedures (effective 26 June, 1976 as amended 3 May, 1978. 

3. Risk-Benefit Considerations 

a) USEPA Regulatory Status of Requested Pesticides
 

Of the 32 pesticides which CATCO proposes for trading, 23 are 
for approval by AID (see Table23 and nine are reconmended forrecommended 

disapproval by AID (see Table 24). All those recommended for approval are 
or similar crops (or sites), orregistered by the USEPA for use on the sae 

have an acceptable daily Intake and maximum residue limit established by the 
Joint FAO/WHOExpert Committee on Pesticide Residues. None of the 23 has had 
its uses cancelled, withdrawn, or suspended in the U.S. Reasons for Recomen­
ding Disapproval of 9 pesticides are given in Table 24. 

b) Basis for Selection of the Required Pesticides 

Those recommended for approval were done so on the basis 
of low to moderate mammalian toxicity, spectrum of crop applicability, local 
experience which demonstrated efficacy against crop pest organisms (which 
vary among the eight countries, but except for three are not specifically 
named in the Project Paper) and because thy are cleared for use on the 
commodities of CATCO Interest by USEPA or FAO/WHO or both. Because they 

interest, their timely availabilityare.important to the crops of CATCO 
can be better assured whereas pes' ides supplied by others are sometimes 

season. It is assumed inunavailable at critical points In the cropping 
the Environmental Assessment that end users of pesticides will conform to 

treated, pests to be controlled,labeled instructions as to crop to be 
dosage, pre-harvest Interval following last application, and all safety 
precautions. As CATCO requires additional approved pesticides, they can 
be added appropriately amnding the EA, 

c) Extent to Which the Prgoposed Pesticide Uses are Part of 
an Integrated PeSt Pnagemnt Program 

No mention Is made in the Project Paper that integrated 
arepest management (IPM) is an objective of CATCO. Pest threshold nuibers 

poorly known in the Caribbean Region# as elsewhere. Several features of the 
Rgi and of several of the pesticides selected, however lend themselves 
to the IPM concept. For example, use of several systematic Insecticides 
(e.g. Cyon, Orthene), and other selective insecticides (e.g. Keithane, 

should result In survival of a greater number of naturally occurringDipel) 
than traditional contact Insecticides. The fact thatbeneficial organisms, 
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PESTICIDES PROPOSED BY CATCO WHICH ARE AUTHORIZED FOR TRADIN o ON BASIS OF 
CLEARANCE BY USEPA OR FAO/WHO, OR BOT, O TARGET COIHODITIUS VOTED 

Pesticide Banana & Grapefruit Pea- Car- Cab- Tom- Ma Oin ft.P9 
Name Plantain Oranp nutl. rot ae ato 

Diazinon + +. + 4+ 4+ +
 
Icelthane - + + + 4. +
 

Malathion + + + +. +.4,
 

Ortene- 4
 

Carbaryl, + + + + +
 

Cygon - + + + + +
 

Benlate + - + + - -


Captan - + + ++ +
 

Dfolacan - +. ­- + 

- +. - 4. + 
2,4-D Amine Proposed sular cane use Is approvedl 

Atrazne- Proposed sufr ca use i approved­

rort*.	 + + I- + +" 

Ilsurol + I
 
Diphacinone Tarpt crops not specified, Approved for uses pecified by label.
 

Dipel 	 I + +I + + + 
Diuroo Proposed pineapple ue La approved 
Aromacil, Proposed pincapple is 4pproved 

Copper 
Sulfate + 

Kocide 4. + 4 4. - + 

mancoseb + + - + +-

Cyperuethrin 1 - + 

Dacth"al" + + + + 

j/ 	 Peanut here considered .vee.able", nota since CATCO list does 

separate out peanuts.


/Peas and pigeon pea are considered stLlar uses.
 
1/ 	 A combinatLon of mah.l thiophanace and maneb. Uses approved are 

those vith tolerances for both coPmpoents. 
Tolerances establlshd also on sugar cane baga, supr cane 
forale, nd sugar cane molasses. 
Tolerances established also on sugar we (odder and sugar cane forage. 

j/ 	A co binatLon of mancoueb and copper salts. Uses approved United to thase 
for uhich uncodeb Ls approved; mat copper compounds exempt from
 
requiremnt of tolerance van applied to growing crops.
 

V 
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TABLE 24 

PESTICIDES PROPOSED BY CATCO WHICH ARE NOT APPROVED FOR TRADING 

Pesticide 


Decis (decamethrin) 


Counter (terbufos) 


Pay-Off (AC 22, 705) 


Prowl (pendimethalin) 


Anthio (formothion) 


Ekalux (quinalphos) 


MSMA 

Gramoxone (paraquat) 

Ridomil MS (metalaxyl 
& mancozeb) 

Crop 


Vegetables 


Banana 


Vegetables 


Vegetables 


Vegetable= 


Vegetables 


Sugar Cane, 

banana 

Vegetables, 
banana 

Vegetables 

Reason for Rejection
 

Pesticide not cleared for
 
vegetables of interest by
 
USEPA or FAO/WHO
 

Highly toxic material. Not
 
yet cleared fori ba.ana by 
USEPA or FAO/WlIO
 

Not cleared for vegetables
 
of interest by USEPA or
 
FAO /WHO 

Not cleared for vegetables 
of interest except temporary 
tolerance for peas I/ 

Not cleared for vegetables
 
of inter,',t by USEPA or
 
FAO/W:d
 

Not ceared for vegetables
 
of inier'st t, USEPA or 
FAO/WH10 

Not cleareu Lor banava by
 
USEPA or FAO/WtHO. Tolerance 
pending (by USEPA) for sugar 
cane 

Classified as restricted 
material by USEPA. Too 
hazardous for general use
 
in Caribbean
 

etalaxyl component not cleared 
by USEPA or WlO/FAO for use on 
vegetables of interest 

I/ Peas and pigeon pea represent similar use. 
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most crops of interest to CATCO will be grown on small farms and pesticides
 
will be delivered to crops by hand equipment, offer greater opportunity for
 
spot spraying of threatening infestations, than do commercial sprayers
 
(including aircraft) operating on large acreages.
 

d) Proposed Method(s) of Application, Including Availability
 
of Appropriate Application and Safety Equipment
 

Because crops of interest to CATCO will be produced on small
 
farms, a complete line of back-pack high volume sprayers and battery operated
 
ULV sprayers, will be offered for sale (through distributors) to growers by
 
CATCO. CATCO will also sell personal safety equipment and spare parts for
 
its equipment.
 

e) Acute and Long-Term Toxicological Hazards, Either Human or
 
Environmental, Associated With the Proposed Use and
 
Measures Available to Minimize Such Hazards
 

With the exception o,' Diphacincne and Mesurol, the acute
 
oral toxicities of approved pesticides are low. The high toxicity of technical
 
Diphacinone ismitigated by its formulation as bait pellets of about 2% active
 
ingredient. Further, this rodenticide is a multiple dose anticoagulant toxi­
cant like the more familiar warfarin which has been used successfully for
 
decades without significant deleterious human or environmental consequences.

Similarly, the high toxicity of technical Mesurol is mitigated by its formu­
lation and use as a pellet orgranule of less than 5% active ingredient, for
 
slug control. Carbaryl, and to a lesser extent Orthene, are highly toxic
 
to honey bees. Users must be cautioned not to spray crops in flower with
 
these materials.
 

f) Effectiveness of the Proposed Pesticides for Proposed Uses
 

While pest organisms are not specifically named in the Project 
Paper, all pesticide uses are reported to be effective for the purposes inten­
ded, as demonstrated by their evaluation under conditions of local use.
 

g) Compatability of the Proposed Pesticides With Target and
 
Non-Target Ecosystems
 

Pesticides used are expected to have no significant adverse 
effects on target or non-target ecosystems. 

h) Conditions Under Which Pesticides are to be UseG, Including, 
Climate, Flora, Fauna, Geography, Hydrology, and Soils 

The ten Eastern Caribbean islands of St. Kitts, Nevis,
 
Antigua, Montserrat, Dominica, St. Vincent, St. Lucia, Barbados, Trinidad & 
Tobaqo, comprising most of the Windward and Leeward Islands, lie between 
latitudes 10 degrees 3 minutes N and 17 degrees 20 minutes N. Including 
their dependencies, these small islands total only 3,135 square miles but 
have a population of 1,778,000 persons. 

Many of these islands were transformed into hugh sugar cane 
estates during the 18th century and were stripped of much native vegetation 
to accomodate that industry. Although sugar cane continues to occupy a 
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large proportion of some islands, other plantation type crops such as bananas,
 
cacao, and coconuts have become widely established. Tropical rain forests
 
persist on most islands at higher elevations, which reach to around 5,000
 
feet in Dominica. With an average population of 567 persons per square
 
mile, these islands of necessity accommodate many thousands of small agri­
cultural holdings. Little desiraible wildlife exists except for birds; 
Dominica, for example, has 135 native species. 

These islands have tropical maritime climates tempered by
 
sea breezes. Temperatures average from 70 to 85 degrees F. Annual rainfall
 
ranges from 35-50 inches on St. Kitts and Nevis to 70-300 inches on Dominica.
 
Numerous streams occur on Montserrat, Dominica, St. Vincent and St. Lucia
 
but Barbados has none. Desalinization provides potable water on Antigua
 
and wells on Barbados and Montserrat. Soils vary fr3m coral limestone,
 
moderately to heavy in alkalinity on parts of Barbados; to those of volcanic
 
origin on St. Kitts, Nevis, Dominica, St. Lucia and Tobago; to heavy clay in
 
parts of Antigua.
 

Tourism is a substantial industry over this Region; those
 
facilities and the resident population are concentrated along their coasts.
 
Agriculture and what native vegetation remains occupy the interior of the
 
islands.
 

i) Availability and Effectiveness of Other Pesticides or
 
Non-Chemical Control Methods
 

Virtually any pesticide in the market places of North and
 
South America, and Europe, can find its way to the Eastern Caribbean,and
 
many of them have. Part 2 above records the numbers of pesticides now
 
available for agriculture in six ifthe eight target countries. In addition,
 
Barbados in 1970 had approved nearly 500 pesticide products of all kinds for
 
use in the agricultural, public health, and household sectors. This number
 
includes such products as wood preservatives, moth balls, and insecticidal
 
dog collars, but excludes household disinfectants, bleach, swimming pool
 
additives, etc. which according to USEPA are pesticides also. There is
 
no more basis for questioning the efficacy of the pesticides used in the
 
Caribbean, since all are imported from developed countries, than to doubt
 
the efficacy of those used in the U.S.
 

Concerning non-chemical control methods, efforts to achieve
 
biological control of inseft pests have been most successful and significant 
in sugar cane production. Relatively little progress along this line has
 
been made in the crops of interest to CATCO; however, several varieties
 
of vegetables and fruits resistent to important pests are available.
 

j) Requesting Country's Ability to Regulate or Control the
 
Distribution, Storage, Use and Disposal of the Requested
 
Pesticides
 

St, Kitts and Nevis:- Its government enacted legislative,
 
known as the Pesticides Act No. 20 of 1973, to regulate pesticides. Apart
 
from the Ministry of Agriculture circulating a list of highly toxic pesti­
cides, and advising against their importation, provisions of the Act
 
apparently have not been implemented.
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Anti ua:- Regulations have been drafted by the Pesticide 
Control Unit to control pesticide importation, storage, and sales; and worker
 
protection and produce safety from pesticide contamination. There is no func­
tional pesticide legislation because the Regulations have not yet been acted
 
on.
 

Montserrat:- The Pesticides Control Ordinance was
 
brought into effect in April, 1975 to control importation, sales, storage and
 
use of pesticides. To date, the Ordinance is non-operative; firms and indivi­
duals appear free to import and use pesticides as they see fit.
 

Dominica:- A Pesticide Control Law has been enacted 
to cover pesticide registration, labelling, recommendations, storage, appli­
cation, residues, wurker exposure and environmental impact. Apparently the 
law has not been enforced to da'Le. 

St. Lucia:- The Pesticides Control Act was passed in 
March, 1975 to regulate the manufacture, importation, sales, storage, and use 
of pesticides. A Pesticide Control Committee was also named. The Act has 
not yet been proclaimed and its renulations not yet enforced. 

St. Vincent:- The Pesticide Control Act of 1973 provides
 
for the regulation of importation, sales, storage, and use of pesticides. Its
 
Board was never appointed and its regulations never enforced.
 

Barbados:- The Pesticides Control Board approves manu­
facture, importation, storage, use, distribution, exposure, and sales of 
candidate pesticidal products. It first requires information on mammalian 
and environmental toxicity, methods of analysis, and efficacy under tropical 
conditions. The Board's approval to use or market a pesticide extends for 
three year periods only, subject to earlier revocation for cause. The 
Ministry of Health regulates pesticide disposal as well s occupational 
health and safety aspects relating to pesticide manufarture, formulation, 
and commercial pest control operations. 

Trinidad and Tobago:- The Pesticide and Toxic Chemicals
 
Act, enacted in December, 1979, regulates importation, storage, manufacture,
 
sale, use, and transportation of pesticides and toxic chemicals. Regulationc
 
under the Act have not so far been enforced.
 

Despite the potential hazards anKA other problems relating 
to pesticides, it is clear from the above that excep for Barbados, little to 
nothing is being done to regulate the orderly flow )fpesticides from importa­
tion (or manufacture of formulation) to proper end use and disposal. CATCO 
manangement has indicated that itwill subscribe in its pesticides trading
 
operations, to the requirements of Barbados law. It will also respect what­
ever regulations may be enforced in the future in other countries inwhich
 
trading is done, and will embark on a program of spot-checking for residues
 
in the produce it trades in. Problems of over tolerance levels will be
 
addressed qd corrected without delay.
 

The more stringent requirements of Barbados law do not
 
appear to address the issue of pesticide transportation. Because CATCO will
 
convey some pesticides by sea in its trading operations, safeguards to prevent
 
contamination of produce or other products will be considered.
 



- 96 ­

k) Provisions Made for Training of Users and Applicators 

It isemphasized that CATCO will not sell pesticides directly
 
to end users or applicators, but to distributors already in place in the
 

private sectors of the eight countries involved, who in turn will sell to
 

end users. Beyond extention type training available through the Caribbean
 
Agricultural Research and Development Institute and the University of the
 

West Indies, CATCO will provide limited training on proper pesticide use and
 

safety to users through its field officers. CATCO plans to issue, and make
 

available at no cost to the pesticide user, a pest management manual detailing
 
Pesticides named
control schedules for each of the crops inwhich it trades. 


will be those listed as approved in the Environmental Assessment, and its
 
This manual will also describe proper pesticide safety
future amendments. 


procedures.
 

1) Provisions Made for Monitoring the Use and Effectiveness
 
of Pesticides
 

Because CATCO will be selling pesticides to distributors, who
 

will be marketing pesticides provided by other firms. CATCO will be able to
 

monitor pesticide sales but not their proper use by the farmers who purchase
 

them. CATCO will engage field officers to monitor production and time-tables
 

of crops cf interest in the eight countries. These officers will be in con­

tact with growers and pesticide users, and will likely be the persons who
 

provide growers with the pest management manuals noted above. Efficacy of
 

pesticides used will be evident during field visits, and very clearly apparent
 
Itwill not be in CATCO's best interests to market pesticides
at harvest. 


which are ineffective. As noted in Section C), CATCO will spot-check pesti­

cide residues in the crops in which it trades.
 

4. Other Environmental Issues
 

a) Over the 525 mile spread of countries involved, specific
 

pests are discontinuously distributed. Moko disease of bananas, caused by
 

Pseudomonas Solanarearum, for example, reportedly occurs on Grenada but not
 

on other banana growing islands nearby and is representative of the kind of
 

threat exacerbated by trading crop commodities. The FAO/Caribbean Plant
 

Protection Commission drafted a model Act for plant quarantine which was
 

approved and recommended for adoption in 1972. By 1980, however, plant
 
as "persons". Unless
quarantine services in the Region were still described 


strict phytosanitary measures are adopted by the eight countries involved in
 

the CATCO scheme, pests now common to one or a few countries will quickly
 
become common to all.
 

b) Assuming success of the CATCO scheme in its crop commodity
 
to CATCO
trading operations, increases in acreages of the crops of interest 


(except bananas) will occur. Some diversion of land use, probably from
 
can be expected.
sugar cane production (because of low world sugar prices), 


is seldom regularly treated with pesticides, and crops
Because sugar cane 

regular treatment, a slight though
of interest to CATCO will require more 


insignificant increase in the overall pesticide load in the Eastern Caribbean
 

will result.
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V. IMPLEMENTATION ARRANGEMENTS
 

A. AID's Role in Project Monitoring
 

AID's project monitoring will be the responsibility of RDO/C, speci­
fically the Mission's Office of Rural Development. Assistance will be provided

by the Controller's Office, Development Resources and the Regional Legal Advisor.
 

The issue of adequate monitoring and accountability is complex in terms
 
of AID's relationship to a private sector firm. CATCO, while technically a
 
mixed corporation, will act as a private sector entity and therefore must have
 
adequate freedom of action to respond quickly to opportunities and problems

without reference to AID. While we recognize that project funds will be disbursed 
relatively quickly in a high-risk project, AID cannot interpose itself in the 
day-to-day operations of CATCO. Therefore, RDO/C proposes to approach the 
management of the project more like an equity partner, with formal AID approval 
of specific CATCO requests or actions kept to a minimum. Reporting requirements

also will be limited to provide essential (and mostly financial) information.
 
However, since CATCO is incorporated and headquartered in Barbados, informal
 
contacts will be stressed s has been the case during the intensive review process.
 

The key point of reference in relation to RDO/C's monitoring will be
 
the Business Plan to be submitted by CATCO as a condition precedent to initial
 
disbursement. In addition to confirming the marketing strategy and approach of 
CATCO, the Plan will detail the initial 12 months of company operation, inclu­
ding quarterly cash flow projections.
 

The financial projections submitted with the Business Plan will be the 
basis for the procedures for managing project disbursement described under 
Section V.C. below. This procedurc will permit periodic up-dating of CATCO's 
financial planning without requi rino submission of separate reports or plans. 

The Plan also will contain a list of the specific investments which 
CATCO intends to pursue during that period together with a description of those 
investments and the rationale for CATCO's involvement in them. During Mission 
review, consideration was given to specific AID approval prior to CATCO's use 

,of investment funds under the AID loan. However, thi procedure is not recom­
mended given the relatively small size of the anticipated investment decision 
and the capability of CATCO. Our concern is to be satisfied that all invest­
ments directly facilitate CATCO's trading operations and not to pass judgement 
on the financial merits of each investment. Therefoie, we will request that 
CATCO infonn AID only of any additions to the list of investwent opportunities
contained in the Business Plan prior to their final decision to undertake that 
investment. 

Major moni torirg concern wi 11 be focussed on the financial condi tion of 
CATCO and its management. To assure timely and accurate fi nac ial data, CATCO 
will be requi red to submi t a certi t i cat ion from its e x<ternal1 audi tors that its 
accounting system conforms to generally accepted accountini practices as a 
condition precedent to initial disbursement. Subsequently, we will require
audited financial statements every six months (in addition to the quarterly
financial data submitted in support of disbursement requests as described below). 
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The key to CATCO's success will be its management. As discussed above,
 
CATCO will be managed under a contract with the Jamaican firm of Grace Kennedy
 
for a period of three years. We will require that CATCO continue to be managed
 
under a contract with a private firm for the life of the loan and any new
 
contracts or changes in the management contract will require prior RDO/C
 
approval. In addition, the General Manager and such key personnel as RDO/C may
 
designate will be subject to prior approval.
 

Following receipt of the audited financial statements during the loan
 
disbursement period, CATCO management and RDO/C will meet to review progress
 
to date and problems/issues which are affecting the project. The Business Plan
 
will be reviewed together with revised financial projections. Major changes in
 
CATCO's strategy and/or business plan will be discussed and formally amended if
 
necessary.
 

B. Evaluation
 

Two types of evaluations are envisioned: progress evaluation at least
 
annually during the loan disbursement period including assessments of investment
 
projects and an in-depth evaluation before the PACD.
 

The progress evaluations will look at CATCO's overall performance
 
including: financial viability, impact on regional trading patterns, impact on
 
production, and role as 'n investor to encourage others to move into regional
 
agricultural trading. investment projects will be evaluated and include: 
(a)verification of the eligibility criteria employed in the investments, (b)
 
examination of the impact on the capital investments on CATCO's profit/loss and 
balance sheets, and (c)estimation as to the degree to which the investments
 
have contributed to CATCO's purposes and operational objectives. The Project
 
Officer will also review and evaluate the utilization of technical assistance.
 

The in-depth evaluation will be conducted during project year 4 and before
 
the commencement of CATCO's 5th year of operations. This evaluation will be 
undertaken by individuals who were riot directly involved in CATCO operations or 
provided TA to the project. The evaluation will explore four fundamental 
aspects of the project: 

1. To what extent has the project contributed directly and indirectly 
to the goal of improving regional food self-sufficiency? Particular issues/
 
questions to be examined include: (a) ha'e regional, especially regional LDCs,
 
land use patterns altered significantly toward greater production in commodities 
for intra-regional trade and consumption? (b)has intra-regional trade in CATCO 
promoted commodities increased and achieved planned objectives? (c)have extra­
regional imports in the same commodities decreased or at least fallen relative 
to increased demand? and (d) have income levels of smnal producers trading with 
CATCO risen? 

2. Have the project purposes been achieved? The financial viability 
of CATCO will be analyzed on the basis of the original business plan and sub­
sequent financial reports. These reports will also constitute the basic 
information source for an evaluation on changes in the consummltion of traded 
comriodities over time and at least judgemental estimatres of the degree to which 
CATCO's market development activities have contributed to relieve regional 
marketing constraints. 
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3. Has the project increased private sector investment in agriculture
 
and intra-regional food trade? Although itwill not be possible for an evalua­
tion to produce precise information concerning the spread or multiplier effects, 
an examination of investments, levels of trade, changes in trading margins and
 
shifts in the patterns of trade over time should yield some indicators of 
increased private sector involvement.
 

4. Has the CATCO Project produced lessons which AID can use in other
 
private sector marketing projects? Interested offices in AID/W, especially

PPC/E, PRE and S&T, should be called upon to review the project strategy and
 
implementation. Some specific areas which appear to warrant close evaluation:
 
Has the project stimulated additional investments producing a greater regional 
capacity especially in transport and warehousing? Has CATCO had an impact on
 
policies or strategies beyond the project itself, e.g., on producers' associa­
tions, other trading organizations, and public marketing boards? Has CATCO
 
enabled RDO/C to better coordinate other Mission projects (agribusiness, exten­
sion, credit) and those of other donors to achieve the desired impact? 

Approximately 23 person-months of consultant services will be
 
required over the life of the project to perform evaluations. This includes 
skills such as financial analysis, economics, marketing policy and strategy, 
agronomics, food technology and produce handling. This is the only assistance
 
which will be grant funded.
 

C. Disbursement Procedures
 

Disbursements will be made to CATCO in U.S. dollars. CATCO will establish
 
an account in the Central Bank of Barbados. CATCO has made arrangements with
 
the Central Bank of Barbados to convert the U.S. dollars to Barbadian dollars 
and also to act as a clearing house for CATCO's purchases and sales for which it
 
earns foreign exchange (basically Trinidad and Tobago dollars and Eastern
 
Caribbean Currency Authority dollars) and will freely convert these currencies
 
to and from Barbados dollars.
 

To assure effective implementation, CATCO must have adequate financial 
resources available while permitting RDO/C to fulfill its role of project over­
sight. To accomplish both objectives, the following disbursement procedures is
 
envisioned:
 

1. As part of the business plan, CATCO will provide a detailed cash 
flow projection of the first 12 months of the project by quarter. The total 
cash requirements of the first quarter will be used to establish an advance of 
loan funds for no more than 90 days of operation. 

2. At the end of the first quarter, CATCO will submit a statement of 
actual expenses and income and a revised projection of the next quarter's 
expendi tures. Based on that submission, the initi il advance will be cleared 
and a second advance provided. The amount of the iidvance will be increased or 
decreased depending on CATCO's demonstrated necds. 

Within the first six months, it is pr,)bable that CATCO will move 
to a monthly financial submission to liquidate advances and review its cash flow 
as a more rapid basis. 
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3. Disbursements for investment capital will not be included in the
 
advance. These will be handled as separate transactions.
 

Accurate track of CATCO's financial condition will be maintained
 
through the rolling advance and advance liquidation system outlined above and
 
the requirement that audited financial statements to submitted every six months.
 

D. Procurement Procedures
 

1. Agricultural Commodities
 

The majority of AID resources will be used to finance CATCO's
 
trading operations; since it is a private firm, itwill seek the best terms for
 
purchases and sales of agricultural commodities given factors such as quality,
 
distance, risk, and profit margins. No specific application of AID's procure­
ment rules will be applied to agricultural commodities. It should be noted
 
that all such purchases will be made within AID Geographic Code 941.
 

2. Shipping Services
 

CATCO will use existing ocean shipping and in selected cases air
 
freight for the movement of commodities during the early period of the project. 
As trade volumes expand, itwill also begin to voyage and/or time charter to
 
assure prompt movement of perishable commodities. Itwill utilize mostly small,
 
inter-island schooners in the 50-100 ton dead weight category and small aircraft.
 
Itmay also use the services of the West Indian Shipping Company (WISCO) if its
 
inter-island service improves and a new air cargo carrier CARICARGO.
 

A review of shipping in the Eastern Caribbean indicates that total
 
U.S. flag carriers provide service to only three of the countries which will be 
served by CATCO. The shipping requirements of the project (relatively small 
volume, highly perishable, sporadic shipping patterns) offer insufficient 
inducements for U.S. flag shippers to provide s,)ecial services for shipment (sea 
or air). A deternination of non-availability of U.S. flag services for this 
project is requested as part of the project authorization package. 

In addition, AID financing of shipping costs on AID Geographic Code
 
935 carriers is requested under the project. Given the limited shipping service 
described above, the inter(ests of the U.S. are best served by permitting finan­
cing of transportation services on ocean vessels under flag registry of Code 935 
countries. 

Finally, CATCO will be chartering for inter-is1land freight by sea 
and air. It is impractical to reque, t SER/1'0' approval of each such charter. 
Since CATCO's profit margin will be diroctly affected by freight rates, it is 
reasonable to conclude trat itwill ,,eek to minimize thesle costs taking other 
factors such a-; time aind lafety into consideration. Ihorefore, it is requested 
that the requirement tha'. AID/Wa; hiniqton a))rove all ocean and air charters 
financed with AID fund, be waivel. 

3. Fortil,ier and Aqr-iculturil Iinut,.
 

Fertilizer procuroent is ';object to special rules as defined under 
AID Handbook 1, ( upplvnent 11, Chaipter 4CU . IfAID funds are used for fertilizer 
procurement, CATCO will follow those rules. 
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4. Technical Assistance
 

Grant and loan financed technical assistance contracts will
 
be done in conformity with standard AID procedures.
 

5. Citrus
 

Citrus is produced in Dominica, St. Vincent and other
 
countries within the Region. While both Barbados and Trinidad produce citrus,
 
they also are potentially large markets which can absorb significant imports
 
from producers such as Dominica. Dominica also is the only major exporter
 
of citrus outside the Region. It currently exports approximately 3,840 MT to
 
the United Kingdom and may increase to 7,660 MT in four years as a result
 
of an AID/CDB funded citrus development project for which a waiver to
 
PD-71 was granted by AAA/LAC in 1980.
 

CATCO intends to trade in itrus as a basic commodity for
 
its initial operation within the Region and my seek limited external markets
 
in later years. Principal markcts for CATCO will be within the Caricom
 
Region, except for exports from Dominica to the U.K. However, Dominica
 
exports to the U.K. can occur on!y during a six to eight week period of the
 
year when supplies are unavailable from Israel and other countries, including
 
the United States. Accurding to USDA sources, U.S. grapefruit exports during
 
the 1979 - 80 crop year totalled 271.000 MT, of which 5,457 MT (2%) were
 
shipped to the U.K. and 154 MT to Berniuda and the Caribbean countries. RDO/C
 
believes the proposed project is insignificant in terms of its impact on the
 
U.S. grapefruit market, since (1)Dominica's grapefruit exports to the U.K. 
occur inthe fall, whereas U.S. exports grapefruit to the U.K. during other 
seasons of the year; and (2)the U.'. and Caribbean countries do not repre­
sent major markets for U.S. grapefruit producers. 

Based on the importance of trade in citrus to CATCO and 
the market factors discussed above, the project will require approval to 
permit citrus trading under the ter-ms of PD-71. 

6. Investment Capital
 

It is anticipated that CATCO will take equity positions
 
in private firms to estblish supporc services considered essential to
 
CATCO's agricultural trading. On these, AID procurement rules do not
 
apply to the private firm. CATCO will not provide loan or working capital
 
to these firms. 

If,in unusual ci.,cumstances, CATCO ust set up its own
 
facility (such as controlled temperature storage space), AID procurement
 
rule, and procedures will be anplied. However, in no case will procure­
ments exceed $100,000.
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E. Schedule of Major [vents
 

- Loan Agreement Signed August, 1982 

- Reserve of $4.5 Million in Callable Shares 
Established 

- CATCO Business Plan Submitted 

- CATCO Has Received $750,000 in Paid-Up Capital 

- Warehouse Rented 


- Two Field Officers Hired 
- Project Manager Hired 
- Pre-Investment Studies Begin 

- Technical Assistance Plan Drafted 

- Shipping Arrangements Made 

- Agricultural Inputs Purchased ard Stored 
- Citrus Produce Purchased and Sold* 

- Third Field Officer Hired, and Part-Time 
- Short-Term Technical Assistance Begins
 

- Investment in Physical Facility 


- Five Additional Staff Hired 

- Begin Trading in Vegetables 

- First Interim Project Evaluation 

- CATCO Becomes Profit-Making 

- Three More Stdff Added 

- Second Interim Project Evaluation 

- Final In-Depth Project Evaluation 

September 

October 

or Sold* November 

Personnel January, 1983 

March 

January, 1984 

March 

September 

September, 1985 

September, 1987 

* CATCO will remain active in these trading activities throughout the Project. 
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VI. COVENANTS, CONDITIONS AND NEGOTIATING STATU"
 

The following conditions precedent and covenants will be negotiated for
 
inclusion in the Project Agreement. The areas covered by these clauses have been
 
discussed with CATCO's Acting General Manager and several members of its Board
 
of Directors. While there is general agreement with the suggested terms and
 
conditions specific language regarding the clauses concerning renegotiation of the
 
AID loan terms and dividends will require further negotiation.
 

A. Conditions - jcedent to Initial Disbursement
 

1. A business plan which will describe in detail the orogram of
 
activities which the Borrower will undertake and include appropriate financial
 
projections for CATCO. a description of its operational management structure and
 
investment strategy, and assessment of regional markets and transport modes.
 

2. Evidence that the Caribbean Food Corporation has reserved the
 
equivalent of Four Million United States Dollars ($4,000,000) incallable shares
 
such that these shares can be called solely for the purpose of satisfying the
 
terms of Loan repayment agreed between AID and CATCO.
 

3. Evidence that the Borrower has received Daid in capital equal
 
to no less than Seven Hundred Fifty Thousand United States Dollars ($750,000).
 

4. Evidence that the Borrower has established an accounting system
 
which conforms to normally acceptable accounting procedures.
 

B. Covenants
 

Except as AID may otherwise agree in writing, the Borrower covenants
 
that:
 

1. During the life of the loan, CATCO management including the
 
General Manager, will be in the hands of a management contract signed with a
 
private sector firm. The contractor, the terms of the contract, key personnel,
 
and any changes therein will be subject to AID anproval.
 

2. Borrower will not pay or declare any dividends, or make any
 
other distribution of its assets, without the prior approval of AID. At the time
 
of any proposed payment of dividends, Borrower and AID will jointly review the
 
financial condition of the Borrower with a view toward modification of the terms 
of this Loan, which could include an upward adjustment of the interest rate and/or 
an acceleration of the ropayment of the Loan. 

3. Project funds, including reflows for a i)eriod of five years,
 
shall not be used to finance agricultural inputs in response to requests for
 
orocurement from sugar growers' cooperativs or to entities acting in their behalf.
 

4. Except for short-term workina capital requirements, Borrower 
shall not subscribe any additional debt without prior consultation with and the 
approval of AID. Inaddition, the AID debt shall not be subordinated to any debt, 
including short-term borrowings. 



- 104 ­

5. The Borrower shall establish by written agreement for all
 
business transactions, rights adequate to protect the interests of AID and the
 
Borrower.
 

6. Goods and services purchased by Borrower shall be purchased at
 
a reasonable price, account being taken also of other relevant factors such as
 
time of delviery, etc. Such goods and services shall be used exclusively in the
 
carrying out of the project. The Borrower shall take out and maintain with
 
responsible insurers such insurance, against such risks and in such amounts, as 
shall be consistent with sound buiqess practice. Without any limitation upon 
the foregoing, such insurance, shall cover hazards incident to the acquisition, 
transportation and delivery of goods financed out of the loan of the place of use 
or sale, any indemnity thereunder to be made payable in a currency freely usable 
by the Borrower to replace or repair such goods. 

7. Except as AID may otherwise agree in writing, the Borrower 
shall not sell, lease, transfer, encumber or otherwise d.,pose of any of its 
property or assets, except in the ordinary course of business; and shall take all 
action necessary to maintain its corporate existence and right to carry on 
operations and to acquire, maintain and renew all riqhts, powers, privileges and 
franchises necessary or useful in the conduct of its business. 

8. The Borrower shall: (1) have its accounts and financial 
statements (balance sheets, statements of income and exuenses and related statements) 
for each six month period audited, in accordance with iound auditing princi)les 
consistently applied, by independent auditors acceptablp to AID; 
(2) furnish tQ AID as ;oon as available, but in Any case not 1 er than three 
months after the end of each such period: (a) certified copies of its tinanial 

statements for such year as so audited and ()) the report of Ltch audit by said 
auditors, of ;uch scope and in such detail an AID shall have resonably requested, 
and (3) furnih to AID uch other informa tion concernqiri the Accounts and financial 
statement, of the Borrower and the audit ther'eo f as AID nhall r"oin time to time 
reasonably request. 

9. The Porrower shall not make any repay ,,rt in idvance of 
matirity in res pect of any outstandinq debt which would materially affect its 
ability to meet its tinarcial nbliqations. 

C. Waiver 

1. Loan fundn may he used to assist in identified rcarketing 
activities for reqi ona lly produced citrus fruits. 

2. OcMan ,hippin'j finon i,.1 by AID shall, ,'PW as AID may other­
wise agree in wri ti nmq, be procured in to rdanre with wa i ver nu berr 60, dated 
Setember 2'1, 2979, i amended y wa,iv r ,'o l nubh.r 641. 

3. Charter shil.en.t %hall nr i Thuir' the prior .iuuroval of AID/ 
Washington. 
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Group of 	Companies, September, 1981. 
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services financed by AID from loan funds shall have their source
 
and origin in any country included in AID Geographic Code 941.
 
Ocean shipping financed under the Loan shall be procured in the
 
United States or in any country included in AID Geographic Code
 
935 except as AID may otherwise agree inwriting.
 

Except for ocean shipping and except as AID may otherwise agree in
 
writing or as otherwise provided in this authorization, the source
 
and 	origin of goods and services financed under the Grant portion
 
of the Project shall be the United States and member countries of
 
the 	Caribbean Food Corporation.
 

C. 	Conditions Precedent to Initial Disbursement
 

Prior to any disbursement, or the issuance of any commitment docu­
ments under the Project Agreement, the Borrower shall, except as
 
AID 	may otherwise agree inwriting, furnish, in form and substance
 
satisfactory to AID:
 

(1) A business plan which will describe in detail the program of
 
activities which the Borrower will undertake with Project
 
financing, and include appropriate financial projections for
 
CATCO, a description of its operational and management struc­
ture and investment strategy, and assessment of regional
 
markets and transport modes.
 

(2) Evidence that the Caribbean Food Corporation has reserved the
 
equivalent of Four Million United States Dollars ($4,000,000)
 
in callable shares such that these shares can be called solely
 
for the purpose of guaranteeing the Loan repayment.
 

(3) Evidence that the Borrower has received paid in capital equal
 
of no less than Seven Hundred Fifty Thousand United States
 
Dollars ($750,000).
 

D. 	Such other terms and conditions as AID may specify.
 

5. 	Waiver
 

A. 	Loan and Grant funds may be used to assist in identified marketing
 
activities for regionally produced citrus fruits.
 

B. 	Ocean shipping financed by AID shall, except as AID may otherwise
 
agree in writing, be procured in accordance with waiver number 69
 
dated September 24, 1979, as amended by waiver control number 69B
 

C. 	Charter shipping financed under the Project shall not require the
 
approval of AID.
 



- 106 ­

14 	 U.S. Department of State, Bdckground on the Caribbean Basin
 
Initiative, Special Report No. 97, 4arch 1982.
 

15 	 USAID Evaluation Team Report, "An Evaluation of the CARDI/
 
USAID Small Farm Multiple Cropping Systems Rescarch Project,
 
No. 538-0015 - March 17 - April 8, 1982.
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N c/o Agricultural Development Banj2xhi bi1 

86 Duke Street, 
P.O. Box 154, 

7O , Port or Spain, Trinidad, West Indies. 
" ..T Telephone: 62-36261-5 

Regional Marketing Subsidiary,
 

Caribbean Agricultural Trading Co. Ltd.,
 

P.O. Box 83B,
 

Brittons Hill,
 

BARBADOS
 

18th December, 1981 

Mr. William Wheeler,
 

Director,
 
AID Regional Office/Caribbean,
US 


Bridgetown,
 
BARBADOS.
 

Dear Mr. Wheeler,
 

the Board of Directors of the
 
In my capacity as Chairman of 


(CATCO), I hereby make application
 
Caribbean Agricultural Trading Co. Ltd. 


to US AID for financial assistance 
to CATCO to undertake the establishment
 

of the organisation as a regional marketing 
agency for the Caricom region.
 

to the amount of the loan would be made
 
A determination as 
 the institution
establishment of 


after CATCO has ascertained the cost of 


as a regional marketing agency and 
all that this entails in terms of
 

an integrated

market promotion and the provision of 


market development, 

the Caricom farming community.
to
set of developmental services 


The level of financing would be a 
funtion of both the poten­

the
 
tial volume of trade in agricultural inputs and outputs 

as well as 


to provide to the
 
amount of developmental services which CATCO 

intends 


farming community. Preliminary indications are, however, that CATCO
 

would require working capital in the amount of US $4.5 million to conduct
 

a projected level of business totalling US S9.5 million annually 
and with
 

10 per cent per annum commencing in 
the period 1st July,
 

a growth rate of 


1982.
 

The Board of Directors of CATCO decided 
at their meeting held
 

that the Management of
12th December, 1981 

in Bridgetown, Barbados on 


1982 should lay emphasis upon
 
CATCO during the first six months of 


formulating3 operational plans, policies 
and strategies to achieve the
 

result in a partial but substantial 
solution
 

activity which would
level of 
marketing systems for agricultural 

to the problem of establishing efficient 
It is planned that a
 

the regional and extra-regional levels. 
products at 
 with a view to ascertaining
surveys would be conductedseries of market 

the agricultural sectors of
 
the input requirements and output potential 

of 


/the...
 

- ollzeJ.S.L. Orowman - Guyana @3.P. Cal 
- Chairman, farbados oOINECIO1St N.O. Osborne Sec. Cen. Caricom Secretariat
 

1'. lenny J mdiCJa G. Fuller - TrLndidi& Tobago a 
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the respective Caricom countries. This would provide the basis for projecting
 

levels of business activity for CATCO from the period 1st July, 1982 and beyond. 

This strategy does not preclude some measure of trading in the first half of 

1982 but the focus would be upon the formulation of plans, policies and operational 

strategies and the setting of certain realistic targets based upon analysis and 

interpretation of data obtained through market surveys, etc. 

In order to undertake this task in the first six months of 1982, the
 

Management of CATCO has estimated that they would require an amount of US$750,000.
 

I therefore wish formally to apply on behalf of the Board of Directors to CATCO
 

for a grant equivalent to US$540,000 in order that CATCO may acquire personnel and
 

facilities to undertake these and other tasks related to its establishment on a
 

sound footing.
 

I recognize that the terms and conditions of the proposed loan,
 
the modalities of its administration, and the like would have to be mutually agreed
 

between US AID and CATCO. However, given the proposed strategy of emphasizing
 

trading in agricultural outputs and the provision to the Caricom farming community
 

of an integrated set of developmental and technical services including the organisatio
 

of transportation of agricultural products to designated markets, we feel that it is
 

reasonable to ask that the loan be granted on concessionary terms.
 

We understand that certain bureaucratic formalities must be completed
 

prior to the grant of financial assistance and consequently I wish to suggest that
 

the Management of the CFC, CATCO and Grace, Kennedy & Co. Ltd. should collaborate
 

with your staff in the supply and analysis of whatever data would be needed for this
 

purpose. We would, however, be most grateful if ways could be devised to expedite
 

the grant of the loan facilities which we have indicated.
 

I am attaching to this letter a note which reflects some of our ideas as
 

to the role of CATCO as a regional marketing organisation. In this note we discuss
 

some of the fundatiental issues which have been raised regarding the model on which 
CATCO's financial structure is based, being of mixed equity with private and public
 

sector participation. We also discuss the rationale for the establishment of CATCO
 

and thi rearoon why we would need concessionary funding for the activities CATCO 
intends to undertake. We attempt to demonstrate that CATCO although being commercial
 

in its orientation "has the potential to introduce critical elements for the development
 

of agriculture and agri-business within Caricom.
 

Grace, Kennedy & Co. Ltd. has formally commited itself to the assumption
 

of a leadership role within the Caribbean private sector and in keeping with this 
objective, shall endeavour to transfer to CATCO some of its entrepreneurial skills, 
its managerial expertise and its long experience in agricultural trading to ensure 
its success. In doing so we hope to induce other private sector firms within 
Caricom to participate in the equity of CATCO, bearing in mind that the success 

of the venture would depend ultimately on the participation of all firms - large, 
medium and small.
 

/We hope ...
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We hope that your staff in collaboration with the Management pf CATCO,
 
would find it possible to arrive at an early evaluation of this important project
 
and that favourable recommendations would be made to Washington in this regard.
 

Thanks in anticipation for an early reply.
 

Sincerply yours,
 
CARIBBEAN AGRICULTURAL TRADING COMPANY LTD (CATCO)
 

. .
......... ........... .
 

S. C. Alexande
 
CHAIRMAN.
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C. Telephone: 62-36,261-5 

3rd June, 2982.
 

Mr. 0. Wheeler,
 
United States Agency for
 

Internati anal Development,
 
Bri dgetown,
 
BAPSAOOS.
 

Deer Mr. Wh2eler.
 

I wuculd wis'i to fcrmally record the willingness of the Caribbean 
Food Corporation to either guarantee or to borrow and sub-lend
 
a ;oft line of credit for the start up of Caribbean Agricultural
 
Traf,:'ing Co.n.any Limited (CATCO) operations. The Corporation would
 
prefer an a:-rangement which would support the most favourable
 
ter,'s of su~h soft loans for tie ocerationi. CATCO's ooeration
 
ic. :onsidar~d as one of the most vital regional services required
at zhis staje of development wizhi, the Caribbean and istargeted
tj the high priority agricultui'ai ;actor o,the Region. 

; 'sa a pleasurn "orking with your repres .ntative Mrs. May June 
i.re/iewing and determining fcr recorr.encation, the most approp­
rii-a form cf guarantees ins'p-orz of any USAID financial support

f:r CATCO.
 

Kirlest regirds,
 

R.A. FULLER­
(,'dnaging Director)
 
C.i2:.EA:' FOCD CORP'..AT!ON 

c.c. Mrs. May June
 

')1"*CT.. *I..' c.r,,rn- . ' n, '.ar,ios* X. .L. Uroudn . ' yzna * .P. CaL - Bm/LLZ 
'. ",.nn) : .a. r...er . rietda -ooso a soc. on. Ciricoo Sret.rlm,. .SL *i. 

. ",}ej . ,rencJ . m.ane) . "orwrtc ireoresentlng LDVIJ 

http:C.i2:.EA
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PROJECT AUTHORIZATION
 

Name of Entity : Caribbean Agricultural Trading Company (CATCO) 

Name of Project : Caribbean Agricultural Trading Company 

Number of Project : 538-0080 

Number of Loan 

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended,
 
I hereby authorize the Caribbean Agricultural Trading Company Project for the
 
Caribbean Agricultural Trading Company involving planned loan obligations of
 
not to exceed Four Million United States Dollars ($4,000,000) ("Loan") and 
planned grant obligations of not to exceed Two Hundred Twenty-Five Thousand 
United States Dollars ($225,000) ("Grant") over a five year period from date 
of authorization, subject to the availability of funds in accordance with the 
AID OYB/allotment process to help in financing foreign exchange and local
 
currency costs for the Project.
 

2. The Project ("Project") consists of establishing a commercially viable
 
agricultural trading company (CATCO) which will remove marketing constraints and
 
promote the production and consumption of regionally produced agricultural
 
commodities.
 

3. I hereby authorize the initiation of negotiation and execution of a 
Project Agreement or Agreements by the officer to whom such authority has 
been delegated in accordance with AID regulations and Delegations of Authority, 
subject to the following essential terms and covenants and major conditions,
 
together with such other terms and conditions as AID may deem appropriate. 

4. The Project shall be subject to the following terms and conditions:
 

A. Interest and Terms of Repayment - Loan 

CATCO shall repay the Loan to AID in United States Dollars within
 
fifteen (15) years from the date of first disbursement of the Loan,
 
including a grace period of not to e',.ceed five (5) years. CATCO 
shall pay to AID in United States Dollars interest from the date of 
first disbursement of the Loan at the rate of four percent (4') per 
annum during the grace period and seven percent (7%) per annum 
thereafter on the outstanding disbursed balance of the Loan and on 
any due and unpaid interest accrued thereon. 

B. Source and Origin - Loan and Grant 

Except for ocean shipping and except as AID may otherwise agree in
 
writing or as otherwise provided in this authorization, goods and 
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5C(2) PROJECT CHECKLIST
 

Listed below are statutory
 
criteria applicable generally to
 
projects under the FAA and
 
project criteria applicable to
 
individual funding sources:
 
Development Assistance (with a
 
subcategory for criteria
 
applicable only to loans); and
 
Economic Support Funds.
 

CROSS REFERENCES: 	 IS COUNTRY
 
CHECKLIST UP
 
TO DATE? HAS
 
STANDARD ITEM
 
CHECKLIST BEEN
 
REVIEWED FOR
 
THIS PROJECT?
 

A. 	GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1982 Appropriation Act
 
Sec. 523; FAA Sec. 634A;
 
Sec. 653(b).
 

(a) Describe how A Congressional Notification has been prepareu
 
authorizing and and will-be forwarded to Congress prior.to
 
appropriations committees Project Authorization 
of Senate and House have
 
been or will be notified
 
concerning the project;
 
(b) is assistance within
 
(Operational Year Budget)
 
country or international
 
organization allocation
 
reported to Congress (or
 
not more than $1 million
 
over that amount)?
 

2. 	FAA Sec. 611(a)(l). Prior yes
 
to obligation in excess
 
of $100,00, will there be
 
(a) engineering,
 
financial or other plans
 
necessary to carry out
 
the assistance and (b) a
 
reasonably firm estimate
 
of the cost to the U.S.
 
of the assistance?
 

http:prior.to
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3. 	FAA Sec. 611(a)(2). If 

further legislative
 
action is required within
 
recipient country, what
 
is .basis for reasonable
 
expectation that such
 
action will be completed
 
in time to permit orderly
 
accomplishment of purpose
 
of the assistance?
 

4. 	FAA Sec. 611(b); FY 1982 

Appropriation Act Sec.
 
501. If for water or
 
water-related land
 
resource construction,
 
has project met the
 
standards and criteria as
 
set forth in the
 
Principles and Standards
 
for Planning Water and
 
Related Land Resources,
 
dated October 25, 1973?
 

5. 	FAA Sec. 611(e). If 

project is capital
 
assistance (e.g.,
 
construction), and all
 
U.S. assistance for it 
will exceed $1 million, 
has Mission Director 
certified and Regional
 
Assistant Administrator
 
taken into consideration
 
the country's capability
 
effectively to maintain
 
and utilize the projl'ct?
 

6. 	 FAA Sec. 209. Is project 

susceptible to execution
 
as part of regional or
 
multilateral project? If­
so, why is project not so
 
executed? Information
 
and 	conclusion whether
 
assistance will encourage
 
regional development
 
programs.
 

No further legislative action is required.
 

N/A
 

N/A
 

This 	is a regional project.
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7. FAA Sec. 601(a). Through support of a recently established 
Information and 
-conclusions whether 

private agricultural trading company, the 
project will directly encourage the 

project will encourage activities described in a, b, d and e. 
efforts of the country 
to: (a) increase the 
flow of international 
trade; (b) foster private 
initiative and 
competition; and (c) 
encourage development and 
use of cooperatives, and 
credit unions, and 
savings and loan 
associations; (d) 
discourage monopolistic 
pKactices; (e) improve 
technical efficiency of 
industry, agriculture and 
:ommerce; and (f) 
strengthen free labor 
anions. 

8. FAA Sec. 601(b) U.S. goods and services will be utilized 
Information and .inthe project as appropriate. 
conclusions on how 
P-Oject wilI encourage 
.,S. private trade and 
.Anvestment abroad and 
encourage private U.S. 
participation in foreign 
assistance programs 
(including use of private 
trade channels and the 
services of U.S. private 
enterprise). 

9. FAA Sec. 612(b), 636(h); The borrower is providing staff, 
FY 1982 Appropriation equipment and related support for this 
Act Sec. 507. Describe project. Local currencies are &tso 
steps taken to assure being provided.by investors in the borrower 
that, to the maximum company. The U.S. does nwt own any local 
qxtent possible, the 
:ountry is contributing 

currency of the Caribbean.region. 

local currencies to meet 
the cost of contractual 
and other services, and 
Coreign currencies owned 
D.ythe U.S. are utilized 
in lieu of dollars. 
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10. FAA Sec. 612(d). Does 

tne u.S. own excess
 
foreign currency of the
 
country and, if so, what
 
arrangements have been
 
made for its release?
 

i1. 	 FAA Sec. 601(e). Will
 
the project utilize
 
competitive selection
 
procedures for the
 
awarding of contracts,
 
except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 FY 1982 Appropriation Act 

Sec. 521. If assistance 
is forEhe production of 
any commodity for export, 
is the commodity likely
to be in surplus on world 
markets at the time the 
resulting productive 
capacity becomes
 
operative, and is such
 
assistance likely to
 
cause substantial injury
 
to U.S..producers of the
 
same, similar or
 
competing commudity?
 

13. 	 FAA 118(c) and (d).
Does the project take 
into account the impact 
on the environment and 
natural resources? If 
the project or program
will significantly affect 
the global commons or the 
U.S. environment, has an
 
environmental impact
 
statement been prepared?

If the project or program

will significantly affect
 
the environment of a
 
foreign country, has an
 
environmental assessment
 
been prepared? Does the
 

No.
 

Some project assistance Will be
 
directed toward the marketing of­
selected citrds crops. The 
cmmodities will be limited, 
intended primarily-for con­
sumpti~on within the Caribbean, and 
will have little or no imDact on 
U.S. producers. 
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project or program take 
into consideration the 
problem of the 
destruction of tropical
forests? 

14. FAA 121(d). If a Sahel 
projecE, has a 
determination been made 
that the host government
has an adequate system
for accounting for and
controlling receipt and 
expenditure of project
funds (dollars or local 
currency generated 
therefrom)? 

N/A 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance 
Project Criteria 

a. FAA Sec. 102(b), 111,
N13,- 281(a). Extent to 
Which activity will (a)
lefctivly- -involve the 
Ploor in development, by
extending access to 
economy at -local- level, 
increasing 

lboz-intensive
production and the use of 
appropriate technology, 
spreading investment out 
from-cities- to-small -­
towns and rural areas,
•and-insuring-wide 
Participation of the poor
in the benefits of 
development on a 
Sotttained basis, using
the appropriate u.S. 
iinstitutions;-(b) help
develop cooperatives,
e-specially-by-technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 

The Project will gen..rate substantial 
new employment through increased 
labor intensive production and the 
application of technology appropriate 
to the production, processing and 
marketing of agricultural commodities. 
Project activities will benefit both 
rural and %ban poor and will promote 
equally tho mrticipatin of both 
women and men. 
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better life, and
 
otherwise encourage
 
democratic private and
 
local governmental
 
institutions; (c) support

the self-help efforts of
 
developing countries; (d)
 
promote the participation

of women in the national
 
economies of developing
 
countries and the
 
improvement of women's
 
status; and (e) utilize
 
and encourage regional

cooperation by developing
 
countries?
 

b. FAA Sec. 103, 103A, Project fits the criteria
 
104, 105, 106. Does the for Section 103 funds.
 
project fit the criteria
 
for the type of funds
 
(functional account)
 
being used?
 

C. FAA Sec. 107. is NI/A

emphasis on use of
 
appropriate techn,,iogy

(relatively smaller,

cost-saving, labor-using
 
technologies that are 
generally most
 
appropriate for the small
 
farms, small businesses,
 
and small incomes of the
 
poor)?
 

d. FAA Sec. 110(a). Will N/A (This is a regional project).

the recipient country
 
provide at least 25% of
 
the costs of the program,
 
project, or activitiy

with respect to which the
 
assistance is to be
 
furnished (or is the
 
latter cost-sharing

requirement being waived
 
for a "relatively least
 
developed" country?
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e. 	FAA Sec. 110(b). N/A
 
Will grant capital
 
assistance be disbursed
 
for project over more
 
than 3 years? If so, has
 
justification
 
satisfactory to Congress
 
been made, and efforts
 
for other financing, or
 
is the recipient country

*relatively least
 
developedO?
 

f. FAA Sec. 122(b). Does Yes,
 
the activity give
 
reasonable promise of
 
contributing to the
 
development of economic
 
resources, or to the
 
increase of productive
 
capacities and
 
self-sustaining economic
 
growth?
 

g. 	FAA Sec. 281(b). The ProjeGt s.t 'ortsthe initiative of
Describe extent to which a Caribbean regional institution as well 
program recognizes the as inmbers of the [Private ,ector in the
particular needs, Eastern Caribt+,L.-m 
desires, and capacities
 
of the people of the
 
country; utilizes the
 
country's intellectual
 
resources to encourage
 
institutional
 
development; and supports
 
civil education and
 
training in skills
 
required for effective
 
particpation in
 
governmental processes
 
esential to
 
self-government.
 

2. 	Development Assistance Project
 
Criteria (Loans Only)
 

a. FAA Sec. 122(b). 	 The Borrower app~earcapa)le of repaying
information and the Lon at the established rate of 
conclusion on capacity of inte,,,'t 
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the country to repay the 
loan, at a reasonable 
rate of interest. 

b. FAA Sec. 620(d). If 
assistance is for any
productive enterprise
which will compete with 
U.S. enterprises, is 
there an agreement by the 
recipient country to 
prevent export to the 
U.S. of more than 20% of 
the enterprise's annual 
production during the 
life of the loan?. 

N/A 

C. ISDCA of 1981, Sec. 724 
_(c) and (d). If for 
Nicaragua, does the loan 
agreement require that 
the funds be used to the 
maximum extent possible
for the private sector? 
Does the project provide
for monitoring under FAA 
Sec. 624(g)? 

N/A 

3. Propect Criteria Solely for 
Economic Support Fund 

a. FAA Sec. 531(a). -Will 
this assistance promote
economic or political
stability? To the extent 
possible, does it reflect 
the policy directions of 
FAA Section 102? 

N/A 

b. FAA Sec. 531(c). Will 
assistance under this 
chapter be used 
military, or pzramilitarv 
activities?_ 

N/A 

go YAA sec. 534. Will ESF 
f'unds Fe used to finance 
the construction of the 
operation or maintenance 

N/A 
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of, 	or the supplying of
 
fuel for, a nuclear
 
facility? If so, has the
 
President certified that
 
such use of funds is
 
indispensable to
 
nonproliferation
 
objectives?
 

d. 	FAA Sec. 609. If N/A
 
commodities are to be
 
granted so that sale
 
proceeds will accrue to
 
the recipient country,

have Special Account
 
(counterpart)
 
arrangements been made?
 



C.iribbein Agricultural Trading
Compan y, FN 

" .-. . . -None 

..... ............
 

Purpose: To establish a coimicrcially viable agricultural trading 
compa:iy which will open new' ;arkvt channels and promote the productionand coasu:t, ntiu:of regionatly-producd agricultural conmodities. 
Backcround: The Eastern Caribbean Region is highly dependent upon
imported food ixctto its leods, and now imports two-th irds or moreof its toti supply at ai: aninuil cost of approximately $1 billion, 
Bar!)Jd.a, for example, imports 75. of its fruittotal consumption andTrinidadl nearly !alf of its root crop rcquirements. Significant
oppurtuniti- exit to expand the production and sale of local agri-cultural co:modities and generate a greater degree of self-sufficiency 
amog the Caribbean LDC's, but a systematic approach to market organiza-tica problemsc 4-agd, producer--will be necessary. Factors whichfro,-. expanding have so far dis-their productioncoira rh include: geographic 
diapersioa of iland markets; lack reliableof and routine Inter-
islaad tranp,,rt; high i coststa 01actoii due in part to the lack of 
arundard %.cights, mosures and grades; and high physical handling costs2Thuse und ,,ther cont raints have made it difficult to assure farmersread. a:irkets were tiley to 

of 
increase production. 

Project Description: The Project will support Ehe establishmentviable co::zorciai trading company of a(CATCO) designed to overcome these 
constraints and increase the volume of food comrodity trade among
CARICOM cee and instates extra-regional markets. CATCO will bemarket rather than production oriented, and will help provide the necessary link between markets and farm.ers by identifying markets, 

anticipating demands, increasing distribution of agricultural inputs,and activuly pro;:ioting production of the kind and type of produce
needed. As ,,,_re stable supply relationships are established,
rcgionall' ' produced co:mmodities will take a larger share of existing 
CAiPl '1 :a-cts. C.VTI will achicveu.- for ::.uliplc cost savings by eliminatinglobscs inspecLions small thethrzighi ii:,provcdl physicalol lots of produce by reducinghandlin,-. More routine and efficient
gain greater LI,,iket penetration and a-ssure markets for regional growers. 

U.. F' ,. t'ad o of !o:lari}s) 

Cii -zc2$s nxaditure 
,.- r'71C. xxx 1983 ! 

FLtira YearO bi iatin.s 

. . _ - - -. - - "oa _-4O0 __­82 $4, 001J... .. .. . . . Loa , ..... . . . 

-8---Five Years
2 , .-. 0 - " ­ - : .-, 'ZT.. - . 

___-82 .. 87 
 87 
Relationship of Project to CDSS: The CDSS has stressed the importance
of stimulating new private sector initiatives. As a mixed public/
private stock corporation, CATCO will provide an appropriate avenue
 

inv2stment 

regionally 

for private in the promotion of trade and the export of

produced agricultural commodities. The project will alsoincrease per capita output of food, another objective identified in
 
the CDSS.
 
Beneficiaries: 
 The Project will directly benefit all producers,
distributor:-, wholesalers, food processors and handlers and other
 
are in the producer-to-market channel 
 for the agricultural commodities 
that CATCO will promote. The project will indirectly benefit the
populations of all participating CARICOM countries 
 through increasedppatns ofalpriiaig.availability of higher quality fruits and vegetables, higher income
ARO. cunrethuhinesd
 
for farmers who increase production, and a net increase in job

opportunities which will be generated by CATCO activities.
 

'lost Country and Other Donors:($000)
 
CATCO 2,031 
 Equity and Earnings
 

Private Sector 500 Investment CaptialIDB 434 Technical Assistance
 

aor utputs (All Years): 

1. A commercially viable trading company with: 
o Busirness 
plan, accounting procedures, management personnel and
 

field staff.
 
o Standard procedures for forward contracting of production
 
o Standard procedures for measuring, packing and grading produce.
2. Newly marketed products which will reach 40% of total trade
 

value by PACD.AID-Financed Inputs:($000)
 

Inventory Financing 3,250 
Investment Capital 
 500
 
Technical Assistance 250
 

4,000

tPRINCIPAL CONTRACTORS OR AGEUC:ES 

U.,!i-.'3ted 

. Grace Kennedy and Co. holds current management
 
_ contract with CATCO.
 

Estinaiteca Total Cost I 

Lan 
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LOGICAL FRAMEWORK
 

Caribbean Agricultural Trading Company (No. 538-0080)
 

NARRAIVE
U RYOBJECTIVELY 
NARRATIVE SUARY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS
 

Increase regional food self- 1. Increased intra-regional food trade 1,3. National and regional statisti- - National governments do
 
sufficiency/expand volume of 2. Increased land use forfood crops cal reports not impose additional
 
output and consumption of crops 3. Increased farmer income 2,4. Periodic monitoring by CATCO/ arbitrary barriers to
 

. grnwn by small farmers in regional USAID and survey research by intra-regional agricul-
LDC's CARDI tural trade. 

-MCFC does not distort CATCO 
purposes (e.g. pressure to 
become supermarketing 
board) 

Create a commercial trading 1,2. Value of output trade reaches at 1,2. National and regional statis- - Adequate support services 
company which can: least $10 million U.S. in the third tical reports (transport, warehousing)
 
1. Remove key marketing year and $15 in the fifth year. 1,2. Monitoring of trade volumes can be contracted.
 

constraints (Constant 1982 $). by CATCO market analysis - Research and extension
 
2. Stimulate/develop new 2. Newly marketed products reach staff services will make improved
 

marketable products 40' of total trade value by 3. Inspection of CATCO finan- technology/information
 
3. Sustain financially viable year five. cial statements available to small farmers 

ojerations 3. Break even by end of year 4 1,2 Management review in project - CATCO does aggressive market 
and begin making profit by 3. year 2 and evaluation in development and sets up 
year 5. year 4 forward contracts with 

producers 
- CATCO establishes accounting
 

system reflecting detailed
 
transaction costs and
 
financial planning.
 

1. A regional trading company 1. Established company 1. Condition precedent to loan - Availability of skilled
 
with following attributes: business plan and standard agreement key personnel
 
a. Initial management con- operating procedures
 

tract with experienced
 
regional firm
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LOGICAL FRAMEWORK 
(Cond't) 

Caribbean Agricultural Trading Company (No. 538-0080) 

NARRATIVE SUWIIARY OBJECTIVELY 

VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS 

b. Standard procedures for 
measuring, packing and 
grading produce 

c. Standard procedures for 
for-aard contracting of 
production 

d. Field staff to imiplement
procedures and monitor 
perform.ance 

c. Business plan and accounting
procedures to reflect trans­
actions 

2. Increased trade in produce
currently not gr :-n or 
unharvested/unmarkted 

2. Newly marketed products reach 
40' of total trade value by 
year five. 

1. Periodic management reports 
as agreed upon in loan/grant 
agreement. 

1. Management review in project 
year 2 and evaluation in year 4 

2. National and regional statis­
tical reports and monitoring 
of trade volumes by CATCO 
market analysis staff. 

- Region's private sector willing
and able to assume risk-taking 
adequately and provide innova­
tive leadership 

- Producers willing and able to 
respond to incentives provided 

1.Loan - 4 million U.S. 
(Ter.;s: 15 years, 5 year grace
period, 4' interest for the 
first 5 years, 7% thereafter).

2. Grant - 500,030 U.S. for 

technical assistance. 

1. Loan disbursements in appro-
priate amount and in time 

2. 50 iis of TA provided 

- periodic monitoring by RDO/C
project manager 

- management review in project 
year 2 end evaluation in 
year 4 

- AID's disbursement and control 
procedures do not inhibit 
CATCO performance 

- AID can marshall appropriate
TA to train CATCO staff and 

assist in market analysis/ 
development 
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE 

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I, William B. Wheeler, as Director of the Agency for International Development
 
Regional Development Office/Caribbean having taken into account among other
 
things, the maintenance and utilization of projects in the Caribbean region
 
previously financed or assisted by the United States, do hereby certify that
 
in my judgement The Caribbean Agricultural Trading Company (CATCO) has both
 
the financial capacity and the human 
resources capability to effectively
 
utilize and maintain goods and services procured under the proposed Caribbean
 
Agiicultural Trading Company Loan and Grant Project.
 

(Signe~
 

William B. Wheeler
 
Director
 

(Date) "' 2­
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ANNEX D
 

A Summary of Market Potential for CATCO in Selected Markets
 

and for Selected Fresh Produce Commodities as Projected
 

CATCO Sales Volume inYear 1 (1982/83) to Year 6 (1988/89)
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The Banana Market in Trinidad
 

In the late 1960's, banana marketings in Trinidad were over 9 million lbs.
 

(4,000 tonnes+) per annum - banana production is now estimated to be only a
 

little over I million lbs. (500 tonnes) per annum. The C.M.A., until the early
 

1970's, used to room-ripen bananas through their facilities at Chaguaramas.
 

Weekly volumes reached 120,000 lbs. per week (54 tonnes) during peak periods.
 

The C.M.A. used to operate a seven-day ripening cycle - ripen for six and dis­

tribute on the seventh. Produce was sold to vendors and then to consumers via
 

the major public markets. However, the ripened banana business expired when
 

(a)banana supplies declined sharply and (b)Mr. Thomas, the C.M.A. Manager in
 

charge of banana ripening, shifted his managerial position within the organization
 

(Thomas was the only C.M.A. employee with ripening room experience). The C.M.A.
 

ripening rooms still exist and they are conveniently placed adjacent to a docking
 

point at Chaguaramas, but the rooms are in a very bad state of disrepair, the
 

dock is,currently, used exclusively by the lumber trade and, also, is in a
 

very bad state.
 

In 1982, the size of the banana market is small, around 600 tonnes, or I
 

lb. produce per capita. The major use of bananas is as a vegetable, cooked
 

green, although naturally ripened (or 'naturally' forced ripened) bananas are
 

sold by all participants in the fresh produce marketing system, albeit in very
 

small quantities (likely, the street vendor trade and hucksters at public
 

markets account for the lion's share of total market volume). Small quantities
 

of green bananas are imported from Grenada.
 

The major varieties of bananas merchandised in Trinidad are of the
 

Cavendish type. The Lacatan variety predominates, although the Gros Mlichel has
 

preferred eating characteristics. The latter is not readily available because
 

of disease problems prevalent throughout the region. The Sucrier and Silk
 

varieties of bananas are available in very small quantities.
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There is a large differential between the average prices paid for ripe
 

vis-a-vis unripe bananas. Ripe bananas have a retail price ranging from $1.00/
 

lb. for short 'figs' up to $1.50/lb. for well ripened lacatans. The latter
 

wholesale for around $1.10/lb. but produce movement is small. Green bananas
 

which are locally produced sell for around $.35/lb. and wholesale for $0.40 ­

0.45/lb.
 

Market potential for room-ripened bananas looks very encouraging. Super­

markets contacted expressed strong interest inmerchandising room-ripened
 

bananas. The School Nutrition Company (S.N.C.) perceived that from October
 

1982, around 15 tonnes would be required per week to feed each child in the
 

school in the school meals program,one banana per week. Street vendors in
 

Port-of-Spain sell imported fruits (such as apples, pears) at around $1.00 ­

$1.50 per piece. Quality supermarkets' price ripened bananas of indifferent 

quality at over $2/lb. A quality, golden yellow, room-ripened banana retailing 

at less than $0.50 a piece or, say, $1.20 per lb. would seem attractively 

priced in relation to other fruit competitors. 

It is reasonable to assume that the room-ripened banana could achieve a
 

similar market size that the ripened and unripened banana market attained in
 

the late 1960's, i.e. over 4,000 tonnes per year. The market would likely
 

build to this same level over a 3 - 4 year period. Assuming that banana
 

ripening facilities are in place by late 1922 (say, December), then CATCO
 

can reasonably expect to build up to a weekly throughput of 50 tonnes (a
 

volume figure attained by C.M.A. in the very early 1970's) by the end of
 

Year 0. The total expected volume of bananas transported and ripened in Year
 

0 (1982/33) is estimated to be 750 tonnes i.e. shipping 25 tonnes per week
 

or less in the first four months of 1983 and building up to 50 tonnes per
 

week inMay and June 1983. InYear 1, CATCO should average shipments of 50
 

tonnes per week and, at this stage, very likely will be the sole supplier
 

of room-ripened bananas to the Trinidad market. From Year 2 through to Year 5,
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CATCO weekly volume will grow relatively slowly and market share may slip
 

from 100 percent down to around 70 percent.
 

To return to the 50 tonne per week shipment volume, 25 percent of this
 

would be sold to one buyer, i.e. the S.N.C. and 75J to other trade participants.
 

The ripening room owner (CATCO or other private sector)would, very likely,
 

undertake a wholesale function selling to other wholesalers and/or hucksters
 

and retailers. A volume of fifty tonnes of bananas per week is equivalent
 

to one out of every four Trinidadians -onsuming one room-ripeneJ banana per
 

week.
 

Supplies of bananas are available from the Windward Islands market
 

requirements. Supplementary supplies may also be drawn from the domestic
 

banana producing sector.
 

The Plantain Market inTrinidad
 

Domestic production of plantains was estimated to be around 3,500 tonnes
 

in 1980/81. Vincentian export statistics for 1979/80 show a flow of about 600
 

tonnes into Trinidad from St. Vincent, ergo, the Trinidad market size is about
 

4,000 tonnes. However, domestic production may be overestimated by as much
 

as one-quarter, thus, a more realistic market size is about 3,200 tonnes,
 

(i.e. 5 - 6 lbs. per caipta). 

Ministry of Agriculture officials believe that plantain production has 

been, and still is,declining in Trinidad, even although this is not reflected 

in the production estimates. With rising real incomes, consumer demand for 

plantains has remained strong in recent years - plantains are a more frequent 

dietary item inTrinidad than in, say Barbados. The major center for plantain 

wholesale sales is the Central Wholesale Market in Port-of-Spain. Most 

produce, both domestic and imported, is sold on the stem. Spoilage can be 

very high (40' or more). Major '.holtesalers ire reluctant to handle plantains 

because of the poor quality of produce, fresh produce man aqers from the 

supermarket sector exhibit similar reluctance. Both sets of market participants 
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expressed enthusiasm about the importation of regular supplies of quality
 

packed in suitable containers (cardboard boxes as per bananas).
 

-

Wholesale prices for plantains in the Trinidad market range from 	$0.75 


$1.50 per lb. reflecting both variations in product quality and seasonal price 

patterns - plantain prices are seasonally high in the latter half of the year.
 

command a premium,
Trade members perceive that a room-ripened plantain would 

plantain - consumers value thebut a relatively small one, over the 'regular' 

characteristic golden color of the full-ripe unblemished produce 
but to a
 

lesser extent than for bananas as there is a ready appreciation that the plantain
 

the skinskin is thicker and, therefore, provides better protection thin does 

of the hanana to the fruit itself. 

of the market for
It isestimated that CATCO could quickly capture 10 


plantains by focusing on the top quality segment, that is,currently, not
 

being satisfied. As domestic production continues to decline, the market
 

potential for CATCO produce will expand; and, more importantly, the consistent
 

at competitive prices will foster anavailability of quality plantains 

of demand. In Year 1 (1983/34) total market

expansion of the present level 


tonnes of which CATCO should capture 25%,volume will grow to around 4,000 

i.e. 	1,000 tonnes. Purchasing plantains in, say, St. Vincent at $0.40 E'
 

compete
boxed and with the anticipated lo'w levels of spoilage, CATCO can 

directly and effectively with the hjclkter trade.
 

In ;,?ar 2 throuqlh 'iear 5 (19P4/25 to 1982/89), CATCO will at least
 

maintain and, likely, -1iinly increase its market ,hdre in a growing market.
 

The Citrus T'rke._ in Trinidad
 

Citr s product ion hi dec I tned sharply in Trinidad in recent years: in
 

produced.
1974, 12,000 tonnw,, 0 r:n'Ms and 19,1OO tonnes of grape fruit were 


i , than halt and, proLaoly, one-third of this level

Production c rt,,inly ',.,,,s 


now. From being a rub tint ial net exporter of fresh citrus, Trinidad
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consistently shorts own market. In 1982, the processed citrus juice produc­

tion sector relies entirely on Belizean juice. Extra-regional imports are
 

precluded from entry and, currently, the citrus growers cooperative organization 

is successfully lobbying against intra-regional imports of citrus produce. The
 

size of the orange and grapefruit markets are estimated to be 4,000 and 5,000
 

tonnes respectively. With a reduction or removal of entry barriers to the
 

market and available and reliable sources of supply, estimates of mature market
 

size are 8,000* tonnes for oranges and 7,000 for grapefruit for the fresh market.
 

Orange and grapefruit prices exhibit a seasonal pattern of movement: at
 

relatively low levels when local produce is in full supply (November - May) 

and escalating sharply (and understandably) in the off-season (June - September). 

Throughout the year, Trinidadian citrus prices are high by regional (and,
 

indeed, world) standards. In December/January, oranges may wholesale at $0.35
 

each and this can and does rise to S0.80 each by June. In this latter month,
 

uanges were being sold on the streets of Port-of-Spain at $2.00 each. The
 

price picture for grapefruit is very similar - $0.40 up to S0.85 each.
 

Of the two citrus products, oranges are the preferred fruit and, likely,
 

are closer substitutes for the high priced extra-regional imported fruit
 

items. Given market access, CATCO could capture 10% of the orange market and,
 

say, 6' of the grapefruit market in Year 0. This is equivalent to a total
 

importation figure for Year 0 of 400 tonnes of oranges (8 tonnes/v.eek)and
 

300 tonnes of grapefruit (6 tonnes/week).
 

There is unsatisfied demand for citrus in Trinidad, in particular, for 

oranges. CATCO's market share could reach 15' or better in Year 1 for both 

oranges and grapefruit and be maintained at this percentage level in a growing 

market, i.e. CATCO import tonnage isprojected to be 750 tonnes each for 

oringes and grapefruit in 1983/24. This market share will be maintained 

through to 193 /S9, when CATCO's volume of shipments will be over 1,000 tonnes 

for each of the major citrus products. 

* 	 This market size would Ji ,e a uer capita consumption of about 14 lbs. 
CC,;IprrQd with I" 1 in.Ibs. v, Jamaica. 
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Dominica will be a major source of supply for grapefruit and, as the
 

Tree Crop Program comes into place, an important supplier of oranges. The
 

other Windward Islands will be residual suppliers of citrus. Sources of supply
 

in Belize and, perhaps, Guyana, are being investigated. The former may be an
 

Some Jamaican
important source in the formative years of building trade volume. 


oranges and ortaniques may be accessible to satisfy Year 0), 1 and 2
 

requirements.
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THE MARKET FOR SELECTED VEGETABLES IN TRINIDAD
 

In 1980, Trinidad and Tobago imported the following volumes of selected
 

fresh and dried produce:
 

Tonnes
 

Dried Pulses (peas, beans etc.) 13,590
 

Onions 6,430
 

Carrots 3,665
 

Peanuts 2,622
 

Tomatoes 496
 

Cabbage 452
 

Initial estimates for every one of these commodities is that imports
 

increased in 1981. From the list, peanuts, red kidney beans (a pulse),
 
onions and carrots are not produced in Trinidad, thus, the import volumes
 
are equivalent to the Trinidadian market size estimates. With the
 
exception of very minor quantities of peanuts and carrots imported from
 

St. Vincent and onions imported from Antigua (and, historically, Barbados)
 

all imports emanate from extra-regional sources.
 

The tomato market size is estimated to be close to 5,000 tonnes in 1982,
 
with domestic supplies accounting for 80 per cent of this volume. Tomato
 

wholesale prices are highly seasonal, ranging from $1.00 per lb. for local
 

produce in the first quarter of the year, up to $4.00 per lb. for produce
 
imported from th2 U.S.A. in the last quarter. The extra-regional produce
 

can be displaced if tomatoes of equivalent quality can be merchandised from
 
within the region. When the banana ripening rooms are in place, or using
 

specifically-built tomato ripening rooms, facilities will exist to ripen
 
intra-regional or local tomatoes (picked green) using ethylene gas, that
 

can compete with the imported produce. Small-scale field trials, using
 
the Barbados pilot project ripening room, have proved very successful.
 
It is estimated that CATCO can supply 200 tonnes of room-ripened tomatoes
 

to the Trinidad market in Year 2 (1983/84), using both local and imported
 
intra-regional produce. This would represent a 4 per cent total market
 

share, or a 40 per cent share of the imported tomato market. InYear 3 
(1984/85) CATCO sales volume will increase to 400 tonnes - an overall 
market share of about 8 per cent and around 66 per cent of the anticipated 
expanded imported tomato market. By Year 6 (1988/89), expected CATCO
 

trading volume in room-ripened tomatoes will have reached 485 tonnes.
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Carrots, imported largely from the U.S.A. and Canada predominate on
 

the Trinidad market; the produce is uniform in shape (8" long with
 

a diameter of around l"), washed, and bagged. The Vincention produce
 
which is,currently, imported under A.M.P. arrangements, is small,
 
variable in size and has a wholesale price that is close to half that of
 
the extra-regional product ($0.65 vis-a-vis $1.10 per lb.). Uniform
 

carrots that are suitable for the Trinidad market can be produced in
 
the region - particularly, in Barbados and Antigua. St. Vincent has a
 
serious nematode problem in the carrot crop. The major constraints to
 
servicing this market from the region are agronomic, but the constraints
 

can 
be removed with suitable extension support and with the availability
 

of suitable carrot seed. InYear 1 (1983/84), CATCO can contract for
 
the production of 100 tonnes of carrots and to supply the Trinidad market.
 

This would represent a miniscule proportion of total market supply.
 
Having established with the trade that regional carrots can meet the
 
quality standard set by extra-regional imports, CATCO trade in Year 3
 
(1984/85) will expand rapidly to reach 6 tpnnes for the year (12 
tonnes 

pe, w'.eek) and capture around 15 per cent of the total market. By Year 6 
(1988/89) CATCO trading volume in carrots will have reached 800 tonnes 
(15 tonnes per week) anu will represent a share of about 17 per cent of 
the total market. 

The market for fresh pigeon peas in Trinidad is estimated to be about
 
2,000 tonnes. Very small quantities are imoorted from intra-regional
 

sources, the vast majority being locally produced. This market isquite
 
distinct from the dried pigeon pea market (tile latter being the exclusive
 
territory of U.S.A. product) and exhibits distinct seasonal patterns; 

demand is at its strongest durinn holiday and festive periods. This labour 
intensive crop is,currently, in short supply. When CATCO has gained 
experience in merchandising highly perishable produce (as are fresh pigeon 
peas), then the company can take advantage of this growing market opportunity. 
In Year 2, it is estimated that CATCO will supDly the Trinidad market with 
60 tonnes of fresh pigeon peas from Windward Islands and the annual CATCO 
market volume will increase to reach 30 tonnes by Year 6 (1988/89). 
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Small volumes of dried peanuts are exported from St. Vincent to the
 
Trinidad market. Organised farmer groups have been contracted who are
 
enthusiastic to undertake contractural production of peanuts to meet
 
Trinidad specifications. New hybrid peanut varieties which have been
 

tested in the Eastern Caribbean show substantial yield increases over
 
previous seed stock. In Year 2, CATCO will contract for the production
 

of 100 tonnes of peanuts for sale in Trinidad (and 50 tonnes for sale in
 
Barbados). The contractural volume is expected to double in Year 3
 
(200 tonnes to Trinidad and 100 tonnes to Barbados) and reach around 300
 

tonnes in Year 6 (120 tonnes for Barbados).
 

The total market size for cabbage is around 5,500 tonnes per annum, of
 
which 70 per cent is supplied by local farmers. Imported produce enters
 

the Trinidad market in the low season for local supplies, that is,the
 
last six months of each year. Within the region, in particular in St.
 
Vincent, St. Lucia and Barbados, cabbage can be grown of equivalent
 
quality to the imported product. Further, growers have expressed a
 
strong interest in producing cabbage for export to Trinidad at or around
 
the farm price level that CATCO has identified as being 'Trinidad market
 
competitive' (a farm price of around $0.66 B'dos.). In Year 2 (1983/84),
 
CATCO will contract for the production of 100 tonnes of cabbaae for the
 
Trinidad market. In Year 3, this volume will increase to 150 tonnes and
 
a small market will be established for contract produced cabbage in other 
states in the region (50 tonnes). By Year 6, CATCO will supply around 
240 tonnes to the Trinidad market, representing less than a 5 per cent share 

of the total market size, but a 40 per" cent share of the imported cabbage 
volume. Extra-regional exports to other markets ithin the region will be 
around 70 tonnes in Year 6, and will be made up of relatively small 
shipments to the Leeward Islands to SUI) lement requirements in the off­
season.
 

Trinidad is a major iflq)orter of onions. Durin the 1970's, Barbados 
exported 00 torines and more to this market. Disease problems and poor 
marketing scheduliriq dt-I;troyed thi-1 trade. In 198'2, uncer the guidance of 
B.M.C., on ion prodiiu(t.ion was 1(,( ,, l lvresurr-cted in Barbados. A small 
export ,irpl i ,; pl,inned for 131'):. >n year 3 1; /;5, CATCO will contract 
with :)roducer'. ftr :,,)0 t:ones )f onions for sale to Trinidad. This trade 
will ;row to ro ich ihout 720 tHnln,:; by Year 6 (1922./89). This will represent 
a 10 per Cent ma K,, Ahir, for "7,ITC0 intra- reoional produced onions. 
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THE MANGO MARKET INTRINIDAD AND BARBADOS
 

In 1980, Trinidad was a small net exporter of mangoes (about 60
 

tonnes of imports, largely from Grenada and, to a lesser extent,
 

St. Vincent, are recorded in the official statistics; and 108
 

tonnes were exported to Canada and the U.K.). Regional produce
 

is,often poor quality and badly packaged. Spoilage is high
 

(40% or more). A ready market exists for quality, well-packaged
 

mangoes, particularly when local produce is not in season (the
 

mango season is from May-July).
 

During the mango season, wholesale prices for Greyhams or Julies
 

range between $0.30 and $0.50, rising to $0.80 each in the off­

season. Common (ungrafted) mangoes range in wholesale price
 

between $0.12 and $0.20 each.
 

The size of the mango market in Trinidad is difficult, if not
 

impossible, to discern. Domestic production is unknown but,
 

certainly, a 100 tonne CATCO import volume would represent a very
 

small proportion of total supply. Local supplies of quality,
 

packaged mangoes are not available. The production and marketing
 

system for local mangoes is,at best, rudimentary.
 

CATCO produce would be directed towards the supermarket and hotel/
 

restaurant sectors of the market. Supplies of suitable mangoes
 

are available now in sufficient quantities to meet the
 

anticipated CATCO 1984/85 (Year 2) requirements. Year 2 has been
 

scheduled for first snipments because the very perishable 'soft'
 

nature of mangoes requires a high degree of fresh produce marketing
 

expertise - this will be acquired by the CATCO team by Year 2.
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The market picture for packaged, quality mangoes in Barbados is very
 

similar to that in Trinidad. Once again, domestic production of the product
 

is not documented and estimates have wide variation. In 1981, close to 200
 

tonnes were imported from St. Vincent and St. Lucia by the huckster trade
 

the produce is ill-packaged and, generally, of poor quality. Supermarkets
 

and the huckster trade are the major merchandizers of mangoes in Barbados.
 

The former are constrained in the volume of produce they sell by the poor
 

quality of domestic and imported mangoes. Similarly, the hotel and restaurant
 

trade are reluctant users of mangoes because of quality problems with the
 

product.
 

In Year 3, CATCO will build a market volume for boxed mangoes of 100 tonnes,
 

destined largely for the hotel, restaurant and supermarket trade. This will
 

increase sharply to 300 tonnes in Year, 4 (1985/86) and, by Year 6, will be
 

around 350 tonnms, or 7 tonnes per week. Tne increasing annual volume of
 

CATCO mango sales will reflect strong penetration into the 'quality' fresh
 

produce secto,' and an expanding overall market as increasing marketing efficiency 

lowers unit prices and expands the demand for the product. 

It *s expected that CATCO will also penetraLc tha 'other regional, 

mango morket over this same tirie perin.j (i.e. selling to the Leeward Islands, 

French and Dutch West Indies). By Year 6, sales to this composite market 

will be around 350 tonries. 
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The present market for bananas in Barbados is about 650 tonnes per
 

year, of which over 80 per cent are produced domestically.
 

Approximately 25 per cent of market volume is merchandised by
 

hawkers/street vendors, 30 per cent is consumed in the hotels and
 

restaurant sector, 27 per cent by supermarkets, and institutions
 

take 18 per cent of total supplies. The approximate buying price
 

for bananas from growers is 25-30 cents per pound, and the buying-in
 

price for supermarkets and hotels, for example, is 30-35 cents per
 

pound.
 

King Agro Foods in ..sociation with CATCO, has been testing the
 

market for room ripened bananas. A five tonne capacity room has
 

been in operation for some months. Weekly shipments have been
 

ripened and merchandised via the retail trade, the hotel and
 

restaurant sector, the cruise liner market and the school meals
 

programme. Consumer acceptability has been very strong and weekly
 

market size estimates for year 1, at a wholesale price of around
 

60-65 cents per pound, are projected to be:
 

School meals programme 

Cruise liner trade 

Tonnes/Week 

5 

3 

Retail (supermarkets etc.) 

Hotels and restaurants 

6 

6 

20 

This entire market can be captured by CATCO inyears 0 and 1. In
 

the formative year (1982/83) of market penetration, it is expected
 

that CATCO, in association with the ripening room owner, will
 

merchandise 300 tonnes. The planned 20 tonne throughput will not
 

be attained until present ripening room capacity is doubled. In
 

1983/34, the annual volume merchandised during the year will be
 

1,000 tonnes.
 

It is anticipated that the room-ripened bdnana market will grow
 

very quickly, once consumers are exposed to the product on a
 

continuous basis. From year 2 through to year 5, market size will
 

at least double from the projected level of 1,000 tonnes inyear 1
 

reach 2,000 tonnes per year (17 pounds per capita) in
(1983/84) to 


1988/39. A conservative estimate is that CATCO can hold 60 per 

cent of this market, tnat is,1,200 tonnes throughput per year. 
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THE MARKET FOR CITRUS IN BARBADOS
 

The size of the orange market in Barbados in 1981 was around 1,000
 
tonnes - a small proportion was supplied from domestically grown
 
produce (say 15%), over half the import volume came from intra­
regional sources (Jamaica, some from Trinidad, and relatively small
 
quant;ties from the Windward Islands), and about one-quarter from
 
outside the region (exclusively, the U.S.A.). About 10% of the
 
orange market is, strictly speaking, accounted for not by oranges
 
but by ortaniques - this produce is imported by Almack Trading
 

Company under an exclusive shipping arrangement with the Jamaican
 

Citrus Growers Association.
 

The two major market participant groups for oranges are the hawkers/
 
street vendors and the supermarkets. These account for a good three­

quarters of total market volume in Barbados. Hotels/restaurants and
 

the institutions share the remaining one-quarter of the market.
 

It isexpected that in Year 0 (1983/84) CATCO will have an annual
 
trading volume in oranges of 200 tonnes (4 tonnes per week),comprising
 
about 20% of total market share. The major factor constraining growth
 
in CATCO orange volume will be the absence of secure supplies of
 
produce. In the first year or two, it is anticipated that there will
 
be a scramble for supplies - relatively small quantities coming from
 

the Windward Islands, sporadic shipments from Jamaica when Jamaican
 
supplies exceed the very bouyant demand for oranges in that state, and
 
the two supply sources where potential has not been assessed in-depth,
 
Guyana and Belize. As a result of the uncertainty surrounding source
 
of supplies, Year I CATCO sales volume is expected to remain at 200
 
tonnes, increasing sharply to 330 tonnes in Year 2 (1984/85) the
as 

CATCO staff gain experience in assessing scarce supplies and, thence,
 
climbing relatively slowly to reach close to 400 tonnes in 1988/89
 

(Year 5) and maintaining a market share of around 25' in that year
 
(i.e. Year 5 total market volume will be around 1600 tonnes).
 

The grapefruit market in Barbados was around 300 tonnes in 1981 ­
substantially smaller rhan the market volume prevailing in the late
 

1970's when it was a similar size to the orange market, that is, 1,000
 
tonnes. In recent years, there has been a consistent shortage of
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grapefruit on the market reflecting, in part, the sharp curtailment
 

in supplies of produce from Dominica after Hurricane David and Allan.
 

In 1981, St. Lucia was the largest exporter of grapefruit onto the
 

Barbados market, followed by St. Vincent and Trinidad. There have
 

been no significant extra-regional imports of grapefruit in recent
 

years.
 

Grapefruit are an item that are not generally merchandised via the
 

hawker/street vendor trade - supermarkets and hotels/restaurants are
 

the major market outlets, although hospitals account for around 10%
 

of market volume as fresh fruit is a consistent input in hospital
 

meals.
 

In Year 0 (1982/83), it is estimated that CATCO can capture about one­

third share of the grapefruit market (120 tonnes - 1982/83 total market
 

volume will be around 360 tonnes). Shipments of around 6 tonnes per
 

week in late 1982/early 1983 from Dominica will make up the bulk of
 

CATCO sales volume. In 1983/84 (Year 1), CATCO should make significant
 

inroads into the grapefruit market - satisfying demand that, currently,
 

is latent through gaining access to grapefruit from the Dominica Citrus
 

Growers' Association as output levels approach pre-hurricane days.
 

The likely market volume attained by CATCO will be 300 tonnes (or 6 

tonnes per week) which will represent a market share of around 66%*. 

The CATCO market volume should reach 400 tonnes (8 tonnes per week) 

by 1988/89 (Year 5) out of a total market volume of around 1,000 

tnnnpq- nivinn A 4n,. markpt qhare. 

* Assuming a 1983/84 total market volume of 450 tonnes.
 



ANNEX D' 
Exhibit 1 
Page 16 of 19 

THE MARKET FOR PLANTAINS IN BARBADOS 

The current size of the market for plantains in Barbados is 

around 730 tonnes, the bulk of which are imported from St. 

Vincent. The hawker/street vendor trade merchandise3 around 

60 per cent of this annual figure, the supermarket sector 34 

per cent, hotels and restaurants only 5 per cent, and a very 

small quantity goes through the institutional trade. 

The plantain trade is characterised by a high degree of 
product spoilage and, generally, low quality fruit. 

Inyear 0, CATCO can capture 20 per cent of the market for 

plantains - the focus will be on the provision of reliable 

supplies of boxed quality produce largely to the supermarket 
trade (around 3 tonnes per week). Satisfying this segment 

of the market will stimulate growth in the size of the overall 

market for plantains. Inyear 1, market size will grow to 

around 900 tonnes, of which CATCO can expect to capture one­

third, again through servicing the quality end of the market. 

Inyear 3 through 5, the market is expected to grow 

relatively slowly, but CATCO will maintain market share. 
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THE MARKET FOR TOMATOES INBARBADOS 

Imports of tomatoes from extra-regional sources (largely the U.S.A.) 

account for about 2 percent of the total volume of imported fresh and processed 

fruits and vegetables into Barbados. Annual tomato imports in 1981 were about 

340 tonnes, representing 26 percent of the total market volume of around 

1,400 tonnes. The two major outlets for tomatoes are supermarkets and the 

huckster/street vendor trade, accounting for close to 80 percent of total 

supply, followed by hotels/restaurants - 15 percent of market volume, and 

the residual quantity being merchandized via the institutional trade. 

As per Trinidadian tomato imports, the produce imported into Barbados 

is high quality vis-a-vis the local product. It is estimated that CATCO 

will merchandize 50 tonnes of room-ripened tomatoes in Year 2 (1983/84) ­

utilizing the room ripening facilities which will be put in place to service 

the room-ripened banana market. In Year 3, the volume will increase to 75 

tonnes, representing a CATCO market share of around 5 percent (or 20 percent 

market share for imported produce), and by Year 6 (1988/89) the annual CATCO 

market volume will reach close to 90 tonnes. Very likely, the green tomatoes 

processed through the ripening room will be produced in Barbados itself. 

Antigua, St. Kitts and the French and Dutch West Indies are significant 

importers of tomatoes from extra-regional sources. It is projected that, 

by Year 3, CATCO will penetrate these regional markets with room-ripened 

tomatoes, once experience has been gained in the Trinidad and blarbadus 

markets. Expected CATCO market volumes of room-ripened tomatoes delivered 

- -to regional markets identified above are: Year 3 200 tonnes; Year 4 400
 

tonnes; Year 6 - 484 tonnes.
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THE EXTRA-REGIONAL MARKET FOR CATCO PRODUCE
 

A substantial market cxists outside the Caribbean region for produce that
 

can be grown in the CATCO supply area, not least in Europe and North America.
 

However, competition in these markets is stiff and quality requirements are
 

very high. In the first 2 years of trading, it is not planned that CATCO
 

will attempt to penetrate extra-regional markets, but by Year 3 (1985/86),
 

sufficient expertise in rerchandizing perishable produce and satisfying
 

demand for high quality produce will have been attained.
 

The major vegetable item identified for extra-regional trade is sweet 

peppers - destined for European markets in their "off-season" (November -

March). A Dutch importer has already expressed firm interest in undertaking 

field and shipping trials - once the production and marketing feasibility has 

been attested (and initial indications are very encouraging), then the 

expected requirement from this one coripany is estimated to be 320 tonnes. 

Year 3 has been conservatively selected as tile first full year of shipment; 

the projected CATCO volume for this year is 500 tonnes, increasing to around 

700 tonnes by Year 6 (1982/89). 

Nangoes are an itOm that al ready are ,xported tirc'm the re gion, Im) 

St. Lucia, St. Vincent and [Jomi nilca to European markets. However, the 

export trade is disorjanized and sporadic. it is projected that CATCO will 

export 100 tonnes of manqous . l.ir"ely froini ".t. Lucia ind t. Vi nm:int, to 

Europe in Year 3h)s192,' 25). , ;ou:e 1r1,,r'it, if.1nu(, will shjtVply 


Year, -1 nd at.:,in a lvu 1 cl':Ie to 400 "onn.s in Year ( 1' :/>.). The
 

current sze o t thet 1ar- ,et tor !,mloes i n Euro:)e is 7,700 t onnes, projictions
 

for the fnd ot !mfe decade indicate thait this, ,il1 in 'es', to 1;,000 tcnnes.
 

The anLi(ip,it,,-1 ,TfO ',hi pit , 400. rt' in {',ir 6 will e r'',tl nt about
 

4 per cent r',r' t ,h,,'e in ,l , 2Jt e, ,,,Ji l.
 

A ran';0o" <otic pr(;duci i ., exlorted frow the Eastern Carlbtan to
 

extra-reojional "I,,;,t',; aya in, the trade is disorganized .ind sporadic and 
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includes such items as breadfruit, hot peppers, yams, tannias, eddoes, sweet
 

potatoes, passion fruit, etc. Using sweet peppers and mangoes to form a
 

nucleus for an extra-regional marketing thruft, CATCO will 'add-on' other
 

exotic produce to the tune of 500 tonnes in Year 3. It is anticipated that
 

this volume will double by Year 6, to reach around 1,000 tonnes, or-20
 

tonnes per week.
 



CATCO OUTPUT RELATED COSTS, MARGINS AND SALES PRICES BY PRODUCT (B'DOS $/LB) 

COST CATEGORY BANANAS PLANTAINS ORANGES GRAPEFRUIT PEANUTS CABBAGE PIG.PEAS CARROTS ONIONS TOMATOES MANGOES 

Product costs 10( 20 35 35 1.54 66 66 44 39 1.09 31 

Packaging
Materials/Grading 10€ 10 10 10 3 4 4 6 6 10 30 

Handling etc. 2c 2 2 2 6 4 5 4 3 10 2 

Freight/Ins./ 14c 10 14 14 5 10 8 10 8 16 12 
Tr. 

Shrinkage 4q 5 4 4 9 4 5 4 3 11 5 

CATCO Margin 
for Cost & Profit 4c 5 6 6 26 12 12 12 11 39 20 

PRICE TO IHOLESALE 
DISTRIBUTOR 44c 52c 71c 71€ 2.03 1.00 1.00 80¢ 70¢ 1.95 1.00 

HO 
Fj tV 
11) 



COUNTRY 

,ifs 

(IF 

--

SALES 

-?tAPGt 

FERT I .K 

CATCO 

1N 
COSTS 

,. 

SALES 

CA)CO FARI INPUT REI.ArED COSTS, MARGINS AND SALES 

BY COlNTRY OF SALES 1N YEAR I OF TIUE PROJECT 
(BOSS) 

S 1-I1 CIiEM I CALS MI SCELLANEOUS 

CATCo COSTS SALES CATCO COSTS SALES CATCO COSTS 
MARGIN - -ARGIN MARG IN 

SAIES 

TOT.XL 

CATCO 

MAR(CIN 

SALES 

SI. ILCIA 

Sr. VI'.CEI 

ST. lillsIe, 

'b 1, l ,..A I 

rMIN:',i,I 

V. .Ii.A 

VAR5!AtxS 

TR IN I,IDI) 

(iS 

I I5,)ot4) 

1i35,000 

12,420 401,5bil 

3.44l 1 111,55) 

31,050 1003,95U 

2,1756 

2h,750 

17250 

.90)) 

9,200 

o). Ot)o 

t)9,O00 

115,t)O 

4,311 

4,113 

2,588 

1 ,0 15 

1,380 

10, 1') 

10,350 

17,250 

24,437 

24,437 

14, t2 

5,805 

7,820 

58,l,50 

58,650 

97,750 

57,500 

b9,000 

34,500 

57,500 

115,000 

230,00 

5,750 

6,900 

3,450 

5,750 

11,500 

23,001 

51,750 

62,100 

31,050 

51,750 

103,500 

207,600 

57,500 

57,500 

26,750 

11,500 

8,625 

8,625 

4,315 

1,725 

48,875 

48,875 

24,435 

9,775 

86,250 

86,250 

517,500 

75,90o 

55,200 

241,500 

1219,000 

345,000 

12,938 73,312 

12,938 73,312 

25,073 - 2,573 

7,935 6;,965 

6,555 .8,645 

19,550 211,950 

52,900 .166,100 

40,250 D-.0,750 

TilAI. 1t-,Oi" .N,0t,)21,l17,()8I 34 1,850 51,580 292,270 563,500 56,350 507,150 155,250 23,290 131,960 2626,600 178,140 -. 8,4tU 

--t 



TABLE 

CATCO FARM INPUT RELATED COSTS, MARGINS AND SALES
 

SALES BY COUNTRY OF SALES, IN YEAR I OF THE PROJECT
 

TOTAL
CHEMICALS MISCELLANEOUS
FERTILIZER SEEDS 


COSTS SALES CATCO COSTS SALES 
 CATCO SALES
 
COUNTRY OF SALES CATCO COSTS SALES CATCO COSTS SALES CATCO 


MARGIN MARGIN
 
SALES MARGIN MARGIN MARGIN 


ST. LUrLA 28,756 4,313 24.437 57.500 8,625 48,875 86.250 12,938 73,312 

ST. VINCENT 28,750 4,313 24,437 57,500 8,625 48,875 86,250 12,938 73,312 

ST. KITTS 414,000 12,420 401,580 17,250 2,588 14,662 57,500 5,750 51,750 28,750 4,315 24,435 517,500 25,073 542,573 

MONTSERRAT 6,900 1,035 5,865 69,000 6,900 62,100 75,900 7,935 67,965 

DOMINICA 9,200 1,380 7,820 34,500 3,450 31,050 11,500 1,725 9,775 55,200 6,555 48,645 

ANTIGUA 115,000 3,450 111,550 69.000 10,350 58,650 57,500 5,750 51,750 241,500 19,550 221,950 

BARBADOS 1035,000 31,050 1003,950 69,000 10,350 58,650 115,000 11,500 103,500 1219,000 52,900 1166,100 

TRINIDAD 115,000 17,250 97,750 230,000 23,003 207,000 345,000 40,250 304,750 

56,350 507,150 155,250 23,290 131,960 2626,600 178,140 2448,460
 
TOTAL 1564,000 46,920 1517,080 343,850 51,580 292,270 563,500 

..........-- ...-....-....--.-.....-...............................................-.......----------------------------------------­
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fiana ement acireeinent 

THIS MANAGEMENT AGREEMENT is made as of 'his 'a12th of December.
 
1981 BETWEEN CARIBBEAN AGRICULTURAL I RADING COM.PANv LIMI-

TED acompan, incorporated and registered under the La~s of BarbadosCap. 308
 
and haing its registered office situate at Bcckwith lhuse, ilincks and l'rin, Alfred
 
Streets, in the Cit of Bridgetoun and Island of Barbados (hereinafter called "'the 
Companv')of theONL PARI AND GRACE. KLNNLDY & COI'IANY LIMIITED 
a company registered and incorporated under the Companies Act of Jamaica and 
having its registered office at No. 64 Harbour Street. Kingston. Jamaica (herein­
after called "GKCO") of the O1 HER PART 

WHEREAS CARIBBEAN FOOD CORPORA [ION (CFC) and GKCO have caused 
the Company to he incorporated in Barbad,,s to conduct business operations in 
the Caricom Region; and CFC and GKCO .,re at present the only Shareholders 
of the Company. 

AND WHEREAS the Company and GKCO hase agreed that GKCO shall manage 
the business operations of the Company for an initial three year period, subject 
to policy directions by the Board of Directors of the Company. 

NOW THEREFORE IT IS AGREED as follos: 

ARTICLL I 

DEFINITIONS 

1.01 The following terms shall have the follow ing meanings when used in this 
agreement unless the context shall otherwise require; 

"Company" means Caribbean Agricultural Trading Company Limited. 
"Board of Directors" means the Board of Directors of the Company. 
"Business Operations" has the meaning set forth in the Memorandum of 

Association of the Company as of tihe dale of this agreement as the same may 
from time to time he supplemented or amended. 

"Manager" means Grace Kennedy & Company Limited. 
"Caricom Region" means the states from tinle to time comprising the mem­

bership of the Caribbean ( nimon Market established by tlie annex to the Treaty 
establishing the Caribbean Community done at Chauaramas on tlhe 4th luly. 
1973. 

ARrII I( I 

APPOINIMENT AS MANAGER 

2.01 Subject to the provisions of this Agreement the Company hereby appoints 
GKCO to be the Manager of the Company and GKCO accepts such appointment. 
It isexpressly agreed by and between the parties that in carrying out itsobligations 
under this Agreement GKCO shall in all things act in good faith in the best in­
terest of the Company and in accordance with such policy directions as it may 
from time to time receive from the Board of Directors of the Company. 

ARTICLE III 

TERM 

3.01 Subject to the provisions of section 3.02 the term of this Agreement shall 
commence on the Ist day of October, 1981 and continue for a period of three 

17 
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Board of Directors of GKCO a financial and operating report that adequately des-
L.) cribes the activities and business of the Company du ring such month; and 

(c) within sixty (60) days after the end of each calendar year, shall prepare and 
0 deliver to the members of the Board of Directors of the Company and to theLlJ 4-' Board of Directors of GKCO an annual operating report that adequately describes 

C) thS. the activities and business of the Company during each calendar year. 
-,- V 

C x- i) Each sucn report shall specifically include a statement as to the expenditure
-:t LL C- on the acquisition or replacement of or addition to equipment or faciUties of any 

kind, the contributions to the capital of the Company, all loans and advances 
made to the Company and all loans and advances and other payments repaid or 
made by the Company during the period covered by such reports, 

4.06 The Manager shall also prepare and deliver to the Company such operating
and financial and other plans, budgets and reports as the Board of Directors may 
request from time to time. 

ARTICLE V 

EMPLOYMENT 

5.01 Personnel required to assist in' the performance of the Manager's duties under 
this agreement shall be employed by the Manager as employees oi the Company 
and the Manager shall ensure that it is so stated in any agreement or contract of 
employment of such personnel. The Manager ihall determine the authority, com-
pensation and duties of and may d;scharge, suspend o- dismiss any such employees 
of the Company. The Manager shall assign on a full time or part time basis such 
personnel of GKCO Ss may be required to assist in the performance of the Man-
ager's duties under this agreement. All such employees shall be considered 
employees of GKCO. 

5.02 GKCO employees, while at offices or facilities of the Company shall at all 
times be subject to the same rules and regulations as established by the Company
for Its own employees. 

ARTICLE VI 

TRADEMARKS 

6.01 Nothing contained In this agreement shall give the Company the right to use 
any trade mark or trade name belonging to G KCO or to any of its affiliates. 

ARTICLE VII 

COMPENSATION 

7.01 Except with respect to reimbursement of costs referred to below the Manager 
shall not be entitled to any remuneration for any services provided to the Company 
during the term of this agreement including any continuation or cxtension under 
section 3.02 unless otherwise expressly agreed . writing by the Company. It 
shall however be reimbursed for all costs charges and expenses reasonably Incurred 
or expended in the rendering of services as Manager, including those described 
In section 7.05 (hereinafter called "reimbursable costs"). 

20 

7.02 GKCO shall submit to the Company monthly Invoices describing in reason­
able detail all reimbursable costs incurred, including summaries of types of ser­
vices rendered.
 

7.03 Payment for each invoice shall be made In Barbados dollars withln thIrty
(30) days of receipt of such invoice by the Company. GKCO shall rot seek or 

secure any local borrovwing in respect of any expenditure incurred hereunder. 

7.04 Within ninety (90) days following the end of each calendar year during the 
term of this agreement the Manager shall furnish to the Company a report of all 
reimbursable costs for the calendar year reimbursed by the Company. Upon re­
quest of the Company such report shall be certified as correct by the Company's 
independent Chartered Accountants. 
7.05 Reimbursable Costs include without limitation:' 

(a) tral r ot s (icl dion d i 
(a) travl and transportation expenses (including loading .1ndunloadinv, pack­

in and demurrair-) to, from and within Rarhados and elsehere; communication 
expenses; fees and expenses of c-nsultants; insurance exrenes; cost epenses and 
direct damages incurred or sustained by GKCO and not comrnsated bl insurance; 
supplies, customs, excise, sales. license, permit, im.-ort and other ta'cs, fees or 
duties hut excluding taxes on income;legal fees;accounting and auditig,e-penes; 
duplicating, ph,'tostating and other costs of preparirg and producin.g material; 

(h) costs incurred by GKCO in transferring ernpin'ees (.hich inclu.4d era­
ploves of affiliates pursuant to Section 5.01 ) to, from and within arbaidos, 
including without limitation pay ments and allowanCS icen emplo es in connec­
tion with such transfer, and mo%ing exp'nses of emplo, rre%their la-,ilies%and 
their household goods; losses incurred by (;KLO directly related to and in con­
nection with the transfer of any emplo, cc. 

(c) with respect to employees (which includesemploy ees of Affiliates pursuant 
to Section 5.01) assigned to work full time in Barbados for the Company for six 
(6) months or more, all salaries and w ages paid hy GK(.t and the Lost of all tbne­
fits raid for or to such cmplo'ecs, including ithu)ut limitation o,.erseas allowances 
and prcmiums, home [eat: and sacation Alowan.es. housing, cost of living and en­
vironmental allowances, schooling 3ll1man.CS, rNmIts made to employees onaccount of differcntials between Barbados or an' other Caricom country personal 

Income taxes, pa, roll taxes of every kind related to said salaries and -ages includ­ing without limitation social security and unemploy rmn' ttxes, pensions, retire­
ment and other emplo)ee bernefits, insurance and alt! other expenses incurred by 
GKCO in relation to such employces, all in accordance with regular established 

programmes of GKCO: 
(d) with respect to employees (w hich includes employ ecs of Affiliates pursuant 

to Section 5.011 othe :han those referred to in subsection (c) aboe, all salaries 
and wages paid by GKCO to such employees for time atuafly spent rendering 
service to the Company hereunder, plus an amount equal to seventy-five percent
(75%) of such salaries and wages which shall be deemed w ithout lirnitation to in­
clude the cost of all employee insurance and other benefit programmes, office sup­
plies, periodicals, rent, utilities, and indirect services from all staff departments;and 

(e) any and all other costs and expenses of whatever nature and kind reasonably 
Incurred by GKCO in the performance of this agreement 

RECORDS 

8.01 GKCO shall keep reasonably detailed records in accordance with generally 

21 
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IN WITNESS WHEREOF this agreement has been executed and delivered 

at BRIDGETOWN, BARBADOS 
of the day and year first above written. 

CARIBBEAN AGRICULTURAL TRADING COMPANY LIMITED 

L 

I 
-p

* -

o~ 
LO 

By. q .is ........ .. ................ 
GRACE KENNEDY & COMPANY LIMITED 
B.Carlton Alexander 
By. ........ . ............................................ 

................. . . .. 

*--j 

X toCC=ItzJ .. 

CARIBBEAN AGRICULI URAL -RADING COMPANY LIMITED 

AND 

GRACE KENNEDY & COMPANY LIMITED 

MANAGEIENi AGREEMENT 

DUNN, COX & ORREIT 
ATrORNEYS-AT-LAW 

46 DUKE STREET 

KINGSTON 

24
 



EXIIBIT 1 PROJECTED CATCO OPERATING COSTS FOR TRADING YEARS 1982-1992 * 1SlOO BDS) 

YEARS 
Li' M 1 2 '4 5 6 7 8 9 10 

Persnz*ei 550 b15 9o7 1247 1434 1649 1897 2181 2508 2884 
Office Space Rental 
cic..tr henta!i 

23 
30 

46 
33 

51 
36 

56 
40 

61 
44 

67 
48 

74 
53 

82 
58 

90 
64 

99 
47 

':i ,:.e Xuper hental 
VeI. -'. ri .:,ance 

S Printing 
gr. X Tr".'el 

20 
30 
15 

120 

22 
33 
16 

132 

24 
30 
16 

145 

27 
40 
17 
96 

29 
44 
18 

106 

32 
48 
19 

116 

35 
53 
20 

128 

39 
58 
21 

141 

43 
64 
22 

155 

47 
71 
23 

170 
Ex-he :.ori, 
M-ir-t Dev 

Travel 
en 

20 
6p0~ntbO 

22 
68 

24 
97 

16 
106 

18 
117 

19 
129 

21 
142 

23 
156 

26 
172 

28 
189 

ucnr:-x i irlur.nce 
V6n0c1e hental 

15 
bO 

17 
66 

18 
73 

20 
80 

22 
88 

24 
97 

27 
106 

29 
117 

32 
129 

35 
141 

Axait F-i 
6:.rK. heimo'les 

20 
171 

22 
196 

24 
226 

27 
260 

29 
299 

32 
344 

35 
395 

39 
454 

43 
523 

47 
601 

Legal :xpe::;e 
E ic Lricity, wter 

20 
28 

22 
35 

24 
42 

27 
42 

29 
47 

32 
47 

35 
51 

39 
51 

43 
54 

47 
54 

Director's Meet. 
Phone Telex, Cngs 

40 
75 

44 
83 

48 
91 

53 
60 

59 
66 

64 
73 

71 
80 

78 
88 

86 
97 

94 
106 

Amt. Expenses 51 51 52 - - - - - - -
Depreciation 7 7 7 7 7 7 7 7 7 6 
Gen. X-in. repairs 
5-a tb a Allow. 

12 
20 

12 
97 

13 
181 

15 
267 

16 
340 

18 
427 

19 
492 

21 
565 

23 
650 

26 
748 

TA, Trainin, IDB 434 434 - - - - - - - -
TA. Training Other 30 80 120 80 14o 70 77 85 92 102 

1911 2373 2315 2)83 301 ' 3362 3818 '4332 4923 5589 

Contingency 57 275 247 i1Y 199 168 191 217 246 279 

TOTAL 1 62,,2 290 3212 3530 4009 4549 5169 5868 

* For a detailed description of the assupmtions on each line item 
in this table, see the footnotes on following pages. 

(.0 M 

CD -. r 

0
U, r-
L. .a 
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Footnotes to Operating Costs 	Statement
 

* 	 Office Space Rental assumes 12 offices will be needed in the first year 

giving rise to an expense of $23,040. This is assumed to double in the 

second year. 10% increases annually thereafter. 

of 	$30,000 with 10% increases
* 	 Computer Rental assumes initial annual rental 

annually 	for upgrading/rental fee increases.
 

annual rental of $20,000 with
* 	 Telephones, Copier Rental assumes initial 

10% increases annually thereafter. Provision for telex equipment rental
 

is also included here.
 

* 	 Vehicle Maintenance assumes five vehicles at a unit running cost of 

increase annually.$500/month (mostly for petrol) with 10% 


includes for general office stationery and 	 computer* 	 Stationery and Printing 

toward postage andprinting paper at an initial $10,000 plus 	 $2,400 each 

are 	assumed annually thereafter.
subscriptions. 5% increases 


for 	travel within the region at an average rate* 	 Regional Travel includes 

$250 per diem and local travel (each trip assumedof $200 airfare/trip plus 


to take three days), plus $50 for airport transfers; that is, each trip:
 

$ 200
Airfare 


3 days @$50 per diem and local travel 750
 

Airport transfers 50
 

$1,000
Total 


A total of ten trips are assumed to be made on average each month. Say, 

three trips by the General Manager, three trips by the Trade Manager and 

four trips among the Assistant Trade Managers and field officers. Thus, a 

travel expense of $10,000/month or S120,000/year is assumed in the first
 

cost for the next two years.
year's operation with 10% increase in The
 

fall off to $96,000 per annum as
following year, this cost is assumed to 


the marketing system should have been fairly well established by then. 10%
 

increases are assumed annually thereafter.
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* Extra-regional Travel includes for travel without the region, mostly to 

North America, at an average rate of $2,000/trip for airfare plus $300 per 

diem and local travel (each trip assumed to take six days) plus $200 for
 

airport transfers. That is, each trip:
 

Airfare $2,000
 

6 days @ $300 per diem and local travel 1,800
 

Airport transfers 200
 

Total $4,000
 

A total of five trips are assumed to be made per year. Thus a travel expense
 

of $10,000/year is assumed with 10% increases in cost for the first two
 

years. Then, this cost is assumed to fall off to $16,000/annum with 10%
 

increases annually thereafter.
 

* Market Development includes for advertising, promotion, publication of 

the company's prospectus and developmental work with vegetable varieties,
 

pest control programs and beverages to be produced from indigenous fruit and
 

vegetables. 10% increase annually.
 

* General Insurance includes for general business insurance including 

insurance on stock in trade. 102 increase annually. First year estimate
 

at S15,000.
 

* Vehicle Rental assumes five vehicles rented at $1,000 per month on average 

with 10' increases annually.
 

* Audit Fees - 10', increases annually on estimate of Year O's costs of 

$20,000.
 

* Other Grace Kennedy Reimbursables includes for the cost of services provided 

under the Grace Kennedy Management Contract which holds for a three year 

period after which itmay be renewed or say, reformed with another party.
 

The first year's estimate is based on:
 



20 air trips @ $700 

10 man-months @ $9,600 

(360 x 10 days) @ $200 per diem 
12 and local travel 


Total 
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$14,000 

96,000 

60,833 

$170,833 

15,% increases in this expense 	are assumed annually. 

* 	 Legal Expenses are estimated at $20,000 in the first year and includes for 

retainer fees plus additional charges for specific queries. 10% increases 

annually.
 

* 	 Electricity and Water is estimated at an annual cost of $28,000 in the 

first year with $7,000 increases over the next two years and an approximate 

10% increase every two years thereafter. 

* 	 Directors' Meetings is estimated at $40,000 in the first year and allows for 

all costs associated with accommodating the overseas participants for the 

quarterly Directors' meeting and the monthly Management Committee meetings. 

10% increases annually. 

* 	 Telephone, Telex Charges are assumed to be relatively high in the first 

three years, starting at $75,000 in the first year with 10% increases over 

the 	next two years. Like travel expenses, these costs are assumed to fall 

off 	by the fourth year of operation to $60,000 with 10: increases annually 

thereafter.
 

* 	 /inortization represents the amortization of the leasehold improvement costs 

($154,000) over a 3 year period. 

* 	 General Maintenance and Repairs allows for repairs and maintenance to office 

equipment et alia and isestimated at $12,000 in the first two years with 

10% 	 increases annually thereafter. 

* 	 Operational Contirency is estimated at 5 of the total operational expenses 

items not otherviise included ,xplicitly in theand 	allows for other minor 

operational expenses as well as contingencies associated with those items 

that are explicitly included. 
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Bad Debts Allowances is an expense relating to non-collectable accounts and
* 

is estimated at 1/2 of 	1% of the gross revenue in 3ny given year.
 

* 	 Personnel: The supporting schedule for personnel is shown in Section III. D. 

Table 1. 
' 


* 	 Depreciation: The rate of depreciaticn isassumed to be 10 on fixed assets. 

The historical cost of depreciable assets is S69,000. Thus depreciation 

figures are as follows in $1,000:
 

End of Year Depreciation Fixed Assets Net
 

7 	 62
1 


7 55
2 


48
3 	 7 


41
4 7 


34
5 7 


27
6 	 7 


7 20
7 


7 13
8 


69 	 7 

-
6
10 


are assumed to be
* 	 Amortization: 1he leasehold improvements of $154,000 

amortized over a 3 year 	period. Thus, these aortization fi(jures are as 

follows in $1,000:
 

L 	 easo Improve-AnortizatinYearEnd of 	 entr NJet 

1 51 	 103
 

52
2 	 51 


52
3 




EX{iI[IT 2 PROJECTED CATCO OPERATIONAL ACCOUNTS PAYABLE STATEIENT ($1000 BDS)
 

-8 9 102 3 4 5 6 7 

_ TLN 

SJldries 	 34,398 50,961 60,462 77,939 89,629 103,074 118,535 136,316 156,763 180,277 

Vehicle Maintenance 2,500 2,750 3,025 3,328 	 3,660 4,028 4,430 4,873 5,360 5,895
 

8,858 9,744 10,718 11,790

Vehicle Rent 5,000 5,500 6,050 ,655 7,321 8,053 

IAeny ,;=isslou 25G 750 781 899 1,034 1,064 1,366 1,509 1,808 2,079 

,-icc 9ntal60 1,920 2,112 2,323 2,556 2,311 3,092 3,401 3,742 4,116 

1302,02 2,436 2,79 2,947~ Rental 1,250 1,375 1,513 1,664 1,830 2,013 2,214 2,436 2,679 2,947
 

Fcateal 1,250 1,375 1.513 1,664 1,830 2,013 2,214 2,436 2 '679 2,947
 

8 9 

Pnone charges 9,375 10,313 11,344 12,478 13,726 15,099 16,608 1 ,:j 20,096 22,105
 

Stationerv 1.233 1.295 1.359 1.427 1.499 1,574 1,573 1,651 1,734 1,820
 

Trvl Ii,o6b7 12,833 14,117 9,333 10,267 11,293 12,423 13,665 15,031 16,535
 

6,667 7,333 8,067 8,873 9,761 10,737 11,810 12,991 14,291 15,720
I'lrket 1Dvelopment 

AudIlt Fceb 2C,003 2,000 2,200 2,420 2,660 2,928 3,222 3,544 3,898 4,288
 

Lezal Expenses 1,667 1,833 2,017 2,218 2,440 2,684 2,953 3,248 3,573 3,930
 

Warchjusing 1,750 1,925 2,118 2,330 2,562 2,819 3,100 3,416 3,753 4,127
 

GK Staff Cost 14,230 16,372 18,827 21,651 24,899 28,634 32,929 37,868 43,549 50,081
 

Eleciwate: 1,167 1.458 1,750 1,750 	 1,967 1,967 2,115 2,115 2,260 2,260
 

2,440 2,684 2,953 3,248 3,573 3,930
DircLorb' :ietlngs I,bt7 1,833 2,017 2,218 


1,464 1,528 1,755 1,782 2,144
Maintenance 1,000 1,000 1,100 1,210 	 1,331 


TOTAL .... 116,037 122,826 140,372 160,380 181,412 204,939 231,923 262,485 297,289 336,991.....1. ....I..................................--..................-- 0t
.. --- ......---

TOTAL i $1000 	 116 123 140 160 181 204 232 262 297 337 oX-r
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Proiectpd Accounts Payable with Respect to Trading
 

It is assumed that the project will undertake to pay suppliers of produce 
on a cash basis so that there will generally be no accounts payable arising as 
a result of the purchase of produce. 

In the case of the purchase of inputs, it is assumed that in the first 
year of operation the project will need to pay on sight draft. However, from
 
the second year of operation onwards when the volume of inputs to be ordered
 
have increased, the project will negotiate a 60 day credit on these purchases.
 

Orders are assummed to be for a 4 months'supply of inputs in each case. 
Thus, in the first year of operation, the project will need to have cash funds 
available to purchase a 4 months' supply. This is reflected in the bracketed 
figure for inputs tn the first year. 

The figures for accounts payable (which represents working capital 
financing for the project)are therefore as follows in $1,000 (BDS). 

End of Year Operational Inputs Total Change
 

1 116 (160) ( 44) ( 44)
 

2 123 1,632 1,755 1,799
 

3 140 2,065 2,205 450
 

4 160 2,065 2,775 568
 

5 181 3,154 3,335 562
 

6 205 3,742 3,947 612
 

7 232 4,380 4,612 665
 

8 262 5,037 5,299 687
 

9 297 5,792 6,089 790 

10 337 6,662 6,999 910 

L1O - - - (6,089) 

LI0 Assumptions made to liquidate the business for ERR calculations.
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Projected Accounts Receivable
 

The project will also experience laps between the sale of goods and
 
the actual receipt of funds arising from those sales. In the case of out­
puts, this period is assumed to be 30 days, and for inputs 90 days.
 

Thus, accounts receivable will appear as follows in $1000 (BDS).
 

End of Year Inputs Outputs Total Change
 

1 171 274 445 445
 

2 657 1,403 2,060 1,615
 

3 831 2,742 3,573 1,513
 

4 1,051 4,107 5,158 1,585
 

5 1,269 5,253 6,522 1,364
 

6 1,532 6,613 8,145 1,623
 

7 1,762 7,605 9,367 1,222
 

8 2,026 8,746 10,772 1,405
 

9 2,330 10,058 12,388 1,616
 

10 2,680 11,567 14,247 1,859
 

LI0 - - - (12,388)
 

L10 - Assumptions made to liquidate the business for IRR calculations. 
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Projected CATCO InveL~tory 

The major parts of inventory at any point in time is assumed to be:
 

Outputs 2 weeks supply
 

Inputs : 4 month supply
 

Office
 
Supplies negligible
 

Inventory imposes an additional cash outflow on the project. The value
 

of inveutory at lower of cost or market value would therefore be as follows in
 

$1000 (BDS)
 

End of Year Outputs Inputs Total Change
 

Start of Year 1 127 213 340 340
 

1 653 816 1,469 1,129
 

2 1,244 1,033 2,277 808
 

3 1,779 1,306 3,085 808
 

4 2,275 1,577 3,852 767
 

5 2,863 1,871 4,734 882
 

6 3,292 2,190 5,482 748
 

7 3,786 2,518 6,304 822
 

8 4,354 2,896 7,250 946
 

9 5,007 3,331 8,338 1,088
 

10 5,758 3,830 9,588 1,250
 

LIO - - - (8,338)
 

LIO - Assumptions made to liquidate the business for IRR calculations. 
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EXHLBIT 6: SCHEDULE OF REPAYMENT OF LONG-TERM DEBT 

(In $1000 BDS) 

YEAR INTEREST PRINCIPAL DEBT SERVICE BALANCE DUE
 

1 120 120 3,000 

2 240 240 6,000 

3 320 320 8,000 

4 320 320 8,000 

5 320 - 320 8,000 

6 560 800 1,360 7,200 

7 504 800 1,304 6,400 

8 448 800 1,248 5,600 

9 392 800 1,192 4,800 

10 336 800 1,136 4,000 
L10 336 800 5,136 -

-/Assumes 
 - draw downs of 	 $3,000 Year 1 

$3,000 Year 2 

$2,000 Year 3 

- 5 year monitorium on principal @ 4% interest. 

- 10 year pay back period @ 7% on the outstanding balance. 

L10 - Assumptions made to liquidate the business for IRR calculations.
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PROJECTED TAXES PAYABLE (in $1,000 BDS)
 

Taxes are paid quarterly in arrears. 

$1,000 (BDS).
 

End of Year Taxes 

5 1,368 

6 2,690 

7 3,125 

8 3,683 

9 4,323 

10 5,060 

LIO 5,060 

These figures are therefore as follows
 

Taxes Paybale Change
 

342 342
 

673 331
 

781 108
 

921 140
 

1,081 160
 

1,265 184
 

- (1,081)
 

L10 = Assumptions made to liquidate the business for IRR calculations. 
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CATCO:
 

ECONOMIC COST BENEFIT
 

INPUT AND OUTPUT
 

MARKETING PROGRAMS
 



IN
 

N
 

x
 

N
 1

0
C

, 
1

0
 

; 
(4

 
D

 
1
0
 

0
6
S

4
$
 

, 
L

 

cc 
A

0 
K

c 
1 

7
w

I-_
_
_
_
_
_
_
_
_
 

0
 

a
, 

---
4-l­

1
>

1
ja

i 



ANNEX G 
Exhibit 1 
Page 2 of 5 

NOTES:
 

a. 	CATCO's input marketing program will reduce input costs as well as
 
spur additional output production. The reduction in input costs arises
 
from economies of scale--bulk purchasing--and is projected at two
 
percent of current costs.
 

b. Exchange rates are assumed to be overvalued. Hence, foreign exchange 
is valued at 110 percent of domestic prices. (See Table A for 
details of the impact of foreign exchange). 

c. 	Those additional input purchases under the CATCO input program mandated
 
by the increased economic activity induced by CATCO.
 

d. 	Increased costs of inputs other than those covered under the CATCO
 

input program.
 

e. 	See Table B.
 

f. 	CATCO through improved marketing efficiency will reduce costs by two
 
percent.
 

g. 	See note b above.
 

h. 	See Table C.
 

i. 	Assume $75,000 per year would be required for research and development
 
in the region for CATCO to meet its projected trading goals.
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TABLE A 

CATCO: FOREIGN EXCHANGE BENEFITS OF INPUT PROGRAM 

(BDS $000's) 

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7-20 

!1. Reductd Cost of Inputs 

I 4 4 4 4 4 4 

12. Incr..J Output Production 

5 35 58 85 111 115 115 

3. Cost of inu'.t 
_. _____of_________ (3) (22) (36) (53) (69) (72) (72) 

TOTAL FoREI ; EXCHANGE BENEFIT 
3 17 26 36 46 47 47 

*See Note c. 
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TABLE C 

CATCO: COST OF SALES OF INCREASE IN VALUE OF OUTPUT MARKETED 

(BDS $000'S)
 

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7-20 

'A. BANANAS 

Total 	Cost of Sales of Increase in Value of Out­

put .,rk-tcd 948 5,365 5,839 6,079 6,315 7,002 7,002
 

1. 	 I)ircct Cont of Sales of Increase in Value of 
Output Xa rketud 922 5,180 5,701 5,930 6,166 6,840 6,840 

2. Share )f Loz=on Costs* 	 26 185 138 149 149 162 162 

B. OUTPUL OTiiE" THAN BA.NA NAS 

Total C,,t of Sales of Increase in Value of Out­
pUt M-rk.tuJ 338 1,295 2,880 10,160 15,328 19,502 22,288 

1. DirL.ct C , t of SIes of Increase in Value of 
Output Marketed 
 317 1,251 2,760 9,917 14,963 19,040 21,760
 

2. Shareof Common Costs 21 44 120 243 365 462 528 

C. TOTAL C(Si OF SALES 	 1,286 ,660 8,719 16,239 21,63 26,504 29,290
 

"Common costs" are those costs incurred by both CATCO's input and 

output marketing programs. 


