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PROJECT AUTHORIZATION
 

NAME OF COUNTRY: Grenada 

NAME OF PROJECT: Grenada Agricultural Sector Revitalization 

n OF PROJECT: 543-0005 

1. 1 I nt to Section 531 of the Foreign As sistance Act of 1961, as 
amended, I hereby authorize the Agricultural Sector Revitalization for Grenada' 
(tHe "Grantee ll 

) involving planned obligations of not to exceed One Million 
Nine Hundred Sixty Four Thousand United States Dollars ($1,964,000) in grant 
funds ("Grant") over a one month period from the date of authorization, 
subject to the availability of funds in accordance with the A.I.D. 
OYB/allotment process, to help in financing foreign exchange and local 
currency costs for the project. The planned life of the project is eighteen 
months from the date of obligation. 

2. Th e Project consists· of assistance to the Grr'lntee in a program to 
provide funds for the revitalization of the Grenada agricultural sector. 
Specifically, the program is designed to: a) assist the'Government of Grenada 
to establish a policy environment which offers positive incentives to private 
farmers and agro-industry firms and b) strengthen the Ministry of Agriculture 
and private producer associations to provide essential support services to the 
private agricultural sector. Support will include the provision of long and 
short-term technical assistance: the establishment of a divestiture 
facilitation fund: the provision of fertilizer to farmers through the Grenada 
Cocoa Association and ttle Grenada Banana Cooperative Society; the creation of 
a pest management unit in the Minisbry of Agriculture: and rehabilitation of 
St. George's central market facilities. 

3. The Project Agreement, which may be negotiated and executed by the 
officer to whom such authority is delegated in accordance with A.I.D. 
regulations and Delegation of Authority, shall be subject to the following 
essential terms and covenants and major conditions, together with such other 
terms and conditions as A.I.D. may deem appropriate: •• 

A. Source and Origin of Commodities 

COmmodities financed by A.I.D. under the Project sha.l have their 
source and origin in Grenada or in the United States, except a:' A.I.D. may 
otherwise agree in writing. Except for ocean shipping, the sUFpliers of 
commodities or services shall have Grenada or the United States as their place 
of nationality, except as A.I.D. may otherwise agree in writing. Ocean 
shipping financed by A.I.D. under the Project shall, except as A.I.D. may 
otherwise agree in writing, be financed only on flag vessels of the United 
States. 

B. COnditions Precedent to Disbursement 

(1) First Disbursement. Prior to the first disbursement under the_.- ---
Grant or to the issuance by A.I.D. of documentation pursuant to which 
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disbursement will be made, the Grantee will, except as the Parties may 
otherwise agree in writing, furnish to A.I.D., in form and substance 
satisfactory to A.I.D.: 

(a) An opinion of counsel acceptable to A.I.D. that the 
Agreement has been duly authorized and/or ratified by, and executed on behalf 
of, the Grantee, and that it constitutes a valid and legally binding 
obligation of the Grantee in accordance with all of its terms; and 

(b) A statement of the name of the person holding or acting in 
the office of the Grantee; and of any additional representatives, together 
with a specimen signature of each pp.rson specified in such statement; 

(2) Disbu~sement for Divestiture Facilitation Fund. Prior to any 
disbursement under the Grant, or to issuance by A.I.D. of documentation 
pursuant to which disbursement will be made for the Divestiture Facilitation 
Fund Component of the Project, the Grantee will, except as the Parties may 
otherwise agree in writing, furnish to A.I.D. in form and substance 
satisfactory to A.I.D.: 

(a) Evidence of establishment of a task force, with requisite, 
adequate operational responsibilities, to implement this Project component; and 

(b) Evidence of establishment of detailed criteria for the 
selection of sub-grantees and detailed procedures for payment and 
accountability of the funds disbursed for this Project component. 

(3) Disbursement for Pest Management Unit Component. Prior to any 
disbursement under the Grant, or to issuance by A.I.D. of documentation 
pursuant to which disbursement will be made for the Pest Management Component 
of the Project, except for technical assistance to design this component, the 
Grantee will, except as the Parties may otherwise agree in writing, furnish to 
A.I.D., in form and substance ~atisfactory to A.I. D., evidence that an 
environmental assessment/risk analysis has been completed for all pesticides 
proposed for use by the pest management unit and procedures ~stablished to 
assure that no unreasonable risk exists with regard to the use of pesticides 
for this Project. 

C. Special Covenants 

Fe~~~i~er DistributiEE' The Grantee, except as A.I.D. may 
otherwise agree in writing, shall, prior to distribution to growers of bananas 
or coco~ of any fertilizers funded under this Agreement, furnish to A.I.D., in 
form and substance satisfactory to A.I.D., evidence of a Memorandum of 
Understanding between the Grantee and the Grenada Bunana Cooperative Society 
and between the Grantee and the Grenada Cocoa Association, as appropriate, 
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which contain the specific terms and conditions under which individual banana 
growers or cocoa growers may be eligible to receive the fertilizers provided. 
This Memorandum of Understanding shall contain, among other things, mimimum 
levels of field husbandry, volumes of fertilizers to be made available, and 
prices to be paid in cash or credit. 

D. Waiver 

I hereby approve procurement of four project motor vehicles in ~41: 

amount not to exceed a total of $40,000 from A.I.D. Cbde 935 source/origin. 

Director 

Clearances 

RLA:TOi rter (In Dr aft)-_._---­
AADO:SSzadek
 
C/DR: FOr r (In Dr aft)
 
CONT:RWari n (In Draft)
 
CPO:KFinan (In Draft)
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I. SUMMARY AND RECOMMENDATION 

A. Recommendation 

1. Funding 

The Project Committee recommends that the Mission Director, 
Regional Development Office/caribbean (ROO/C) approve a $1,964,000 Economic 
Support Fund (ESF) Grant to the Government of Grenada (GOG) to finance cver an 
eighteen month period the activities described in this Agricultural 
Revitilization Project. 

Due to the interim political situtation, the current 
agricultural slump in Grenada, and the need to initiate project activities as 
soon as possible, the ESF Grant funds have been programmed without the 
specificity usually afforded Development Assistance financed projects. 1he 
detailed implementation plan for sub-project activities will be finalized by 
USAID/Grenada (USAID/G) and the Grantee in consultation with the technical 
assistance team. Disbursements for sub-project activities will only be made 
upon USAID/G's acceptance in writing of adequate implementation arrangements. 
Cbnditions Precedent to disbursement for sub-project activities to this effect 
are included in the Grant Agreement. 

2. Ge ographic Co de 

The Project authorization will specify that, except as AID 
may otherwise agree in writing: 

a. Goods and services financed by AID under this project 
shall have their source and origin in countries included in AID Geographic 
Cbde 000 or Grenada; and, 

b. Ocean shipping financed by AID under this Project shall 
be only on flag vessels of the United States or Grenada unless AID otherwise 
agrees in writing. 

3. Waiver 

A vehicle waiver is included in the authorization package. 

B. Summary Project Description 

The goal to which the Project will contribute is increased 
productivity and incomes of private sector agricultural entrepreneurs and 
workers in Grenada. The purpose of the project is (a) to establish a polit..l 
environment in Grenada which Qffers positive incentives to private farmers an i 
agro-industry firms and (b) to strengthen the capacity of the Ministry of 
Agriculture (MOA) and private producer associations to provide essential 
support services to the private agricUltural sector. 
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The sub-purpose of the project is to further the process, already 
underway wHhin the Government of Grenada, of redud ng publi c partf.d pat ion 
i.n I and regulatf.on of, agri cultura 1 production and marketi ng. Programs wi 11 
be executed to (a) divest government ownership of farms and agri-businesses, 
(b) curtaf.l government partic:l.pation ;tn and regulation of cornmodi ty markets, 
and (c) establish majority control of producer cooperatf.ve associations to 
democratically elected member representatives. A large amount of technical 
assi.stance wi 11 be provi ded to the Government of Grenada to help fonnulate and 
execute these policy reform programs. 

Going hand-in-hand with the technical assistance being provided to 
these programs will be the funding of a set of four sub-project activitte~ 

necessary either to (a) support the implementation of the policy reform 
programs or (b) fosl·er public acceptance of the reforms. In order to assure 
conUnued public support for the GOG and its programs of structural reform 
necessary for longer-term prosperity, some evidence of immediate economic 
benefit is necessary, especially In the area of employment. Those sub-project 
acttvf.ties not directly tied to supporting the implemenat.ion of poLicy reform 
will either create immediate employment or provide tangible agricultural 
productivity improvements. 

The sub-project activIties are listed below and explai.ned in 
detail under the maf.n project description section: 

(a)	 Divestiture Facilitation Fund. 
(b)	 Enhanced Fertilizer Use in Major Crops. 
(c)	 Pest Control Services. 
(d)	 Market Facilities Rehabilitation. 

C.	 Summary Findings 

The Project Committee has determined that the proposed Project and 
its sub-activities can be implemented within an eighteen month period. During 
Project design, the Interim Government of Grenada was already underway in 
preparing policy reforms and committed to seeing these implemented where 
possible ahead of scheduled elections. Ample prIvate sector capacity is 
already in place to improve productIvity and expand output once a feeling of 
confidence and the right economic signals are restored. Ministry of 
Ag riculture capac ity to provi de essent i a 1 servi ces is Hmi ted but suffi cient, 
with adequate advisory help, to undertake a small number of sub-activities 
that will enhance this capacity as well as promptly benefit farmers. Finally, 
the Project meets all Agency Statutory Criteria. 

D.	 DAEC Concerns and Design Guidelines 

PID development and DAEC review of the PID identified the 
followi.ng issues which were analyzed by the Project Committee during Project 
design (see Annex A: PID Revi.ew Cable). These issues and the outcome of the 
analysis are summarized here. 

I.	 Capacity of Private Sector Organizations to Participate in 
Project Activities 

The economic, social and institutional IinalY:l~s (see Part V) 
have surfaced ample evidence that private sector organizations (notably the 
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producer cooperative associations and agro-businesses) have engaged actively 
in production and marketing activities in the past and have the capac~ty to do 
so tn the future. Selected sub-project actfv.fties have been designed to 
di rectly assist private sector organ1.zati ons further strengthen their capad ~y 

to offer production and marketing services to the large private farm 
population. 

2.	 Capacity of MOA in Programming, Budgeti.ng & Personnel 
Management 

The institutional analys1.s, Annex H, revealed that the 
staffing level of the M1.nistry of Agr:f.culture :l.s th:ln. This impacts on the 
number and quality of technical. personnel available to carry out Project 
objectives. It was also found that upgrading the current level of expertise 
in programming, budgeting and personnel management :fs h1.ghly desi.rable. The 
MOA is expected to if 1.1 key vacant posi t:fons wf.th qualif:f.ed counterparts i.n 
order to maximize the productivity of the proposed technical assistance prior 
to the ardval of the consultants. The Project wi 11 prov:f.de short-term 
techn1.cal assistance in programm:fng, budgeting and personnel management :f.n 
add:f.tion to the long-term core advisory staff. 

3.	 Capacity of MOA to Tnstitutfnnal1.ze & Underwrite Recurrent 
Costs of Project Activities 

The i nst Hut i ona1 "na1ysis reveals that weaknesses in 
manpower capability and finances ~ :f.n the MOA greatly constra:f.n :f.ts capacity 
to assume new on-going activ:lties beyond 1.ts current mandate. The likelihood 
of more than modest MOA budget increases in the near future, is remote. It is 
the Project strategy, therefore, to help the MOA reallocate its manpower away 
from activities in which it has no valid role (e.g., state farmr>, i.nput and 
crop purchase/sales) and use these technicians in activities supported by th1.s 
Project (e.g. pest management uni.t). Moreover, some Project funds will be 
given by the MOA as sub-grants to producers' associations to assist them in 
providing immmediate product:lnn inputs to gro~ers and :f.n the provision of 
technical assistance needed to lower the associations' operational cost. 

4.	 Economic and Social Constraints to Private Sector 
Part1.cipation in Project Activities 

Aside from low labor productiv:fty which derives from 
technological problems to be addreAsed by this Project, farmers appear to have 
the production capacity and the market orientation conducive to active 
participation in expanded agricultural production once a supportive policy 
environment and healthy economic outlook is restored, w:fth reduced Government 
of Grenada partic:lpation in and regulation of agricultural production and 
markets. 

5.	 Responsiveness of National Marketing Board to Market Forces 

The policy initiative occurring in Grenada, both 
independently and through this project, such as support for divestiture and 
the improved operations in cooperatives, will result in the Marketing Board's 
reposf t:l.oni ng i tse If as it rel ates to market forces. 



- 4 -


II. PROJECT RATIONALE AND DESCRIPTION 

A. Rationale 

1. Agricultural Sector in Historical Perspective 

The island of Grenada, including the dependencies of 
carriacou and Petite Martinique, has a land area of 133 square miles and a 
population estimated at 92,000 persons. The terrain is extremely rugged and 
the tropical maritime climate is characterized by a distinct rainy season 
(July - December) with the remaining months relatively dry. The island was 
formed by volcanic action and has fairly rich soils. Approximately 70 percent 
of the land area is considered arable, however, because of the steep slopes, 
much of the land is suitable only for tree crops. 

The combinati0n of these natural resource conditions provide 
an environment especially condu~ive to the production of spices and other 
tropical tree crops. Grenada is the second largest producer of nutmeg and 
mace (after Indonesia) supplying about one-third of world production. The 
country's cocoa production is of high quality, commanding a premium price in 
international markets. Bananas are also a major export commodity and help 
constitute what must be considered a relatively diversified agricultural base 
for a small country. 

Agriculture is the principal sector in the economy; it 
employs over one third of the labor force, constitutes about one fifth of the 
Gross Domestic Product, and accounts for 40 per~ent of export earnings. Four 
prod~cts alone -- banana, cocoa, nutmeg, ~nd mace -- represent about 75 
percent of the sector's value added, while other fruits and spices, sugarcane 
and rootcrops account for most of the remaining 25 percent. 

Apart from the approximately 5,000 acres within the 
state-owned and managed farms, most farms in Grenada are small and privately 
owned. There are about 8,200 farms with 90 percent of all holdings being less 
than 5 acres. In addition, there are approximately 7,000 rural farm 
households that produce fruits and vegetables for home consumption. The 
typical farm produces a variety of commodities consisting of the principal 
export commodities grown in mixed stands, as well as fruits, vegetables, and 
livestock primarily for domestic consumption. 

The last four years of economic and political uncertainty 
have taken their toll on the agricultural sector. Most notably the 
uncertainty relative to the future of privately owned farms and agribusinesses 
has led to decreasing amounts of private investment capital going into 
agriculture. As a resUlt, agriculture and agro-industry have stagnated and 
income from major export crops (cocoa, bananas, nutmeg) has been declining. 
Total agricultural production declined almost 7 percent in 1983, alone. 

Another conseyuence has been a negative and widening trade 
balance. In 1978 goods imports were 2.2 times goods exports and by 1982 the 
ratio had risen to 3.8. While outwardly, this may appear to be an alarming 
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trend, in fact much of the import deffclt is attributable to capital imports 
for public sector infrastructure development (e.g. the new airport) which are 
financed by loans and grants. Of course, this trend must be reversed soon by 
an expansion of exports or the country's foreign indebtedness will rise to 
unmanageable levels. 

The recent general downturn in thr Grenadian economy and the 
visible deterioration of agricultural output, exports and incomes appear to 
have been further aggravated by cyclical factors. Prices for some of the 
country's export crops are currently low and their impact along with that of 
the course of recent political events has shaken the confidence of Grenada's 
private producers. 

What allows room for optimism in Grenada is a deep rooted 
historical heritage of diversified private farming which remaf.ns in place and 
capable of contributing to quick recovery and sustained agricultural growth 
once incentives are restored and confiden~e in the future is justified. The 
large number of private farmers in Grenad.i are experienced in taking ri.sks in 
a small island nation exposed to the arbitrariness of natural and economic 
events. The diversified crop base, market orientation, high literacy levels 
and recept:f.veness to change and innovation of Grenada's farm population give 
the island a reasonably good capacity to recover from adverse periods such as 
the one the country has recently traversed. (See Section V, Economic and 
Social Analysis, for a description of the country's agricultural structure and 
a profile of the Grenadian farmer). 

One need only look to the recent past to see this capacity to 
recover from the impact of natural and man-madl:! events. The devastating 
hurricanes of 1955 and 1970 and the turmoi 1 of independence in 1974 were all. 
followed by rapid recovery of agricultural production. (See Section V, 
Economic and Social Analysis). While there was Government support to farmers 
in the form of production credits and grants as well as some marketing 
arrangements, .i n each case it was the pri vate farm sector which, wi thout 
Government intervention, restored the country's production base. 

This human and natural productive capacity remains in place 
today and thE: land, market and agricultural structures are largely unchanged. 
This inventory of human and natural resources is currently underutilized. The 
private farm sector remains ready, however, to restore productiv:f.ty, 
production, profits and income~. With modest amnunts of assistance in 
addresEing the economic, technical, institutional and financial constraints to 
production, the country can position itself to take advantage of markets for 
its traditional export crops as well as to move into production for export and 
domestic consumption of new crops for which markets are also promising. 

2. Analysis of Constraintb 

A number of dnnor analyses and individual studies (AID, IBRD, 
CDB) have been conducted recently on the performance of Grenada's economy in 
general and the agriculture sector in particular. While approaching Grenada's 
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economy from different perspectives, these analyses share a common view that 
there a~e policy, technical, institutional and financial constraints which 
require attention as part of any program to remobilize the productive capacity 
of Grenada's agricultural producers. 

a. Fb licy Constraints 

The most notable impact on the agriculture sector since 
independence one decade ago, has been the growing Government intervention in 
and control of agricultural production and markets. Many of the policies 
established during this period undermined private initiative and created an 
environment of uncertainty. The specific agricultural policies which created 
this situation include: 

Acquisition of agricultural land from private owners (in 
some cases without compensation) for the purpose of 
establishing state-managed enterprises and regulating 
land sales so as to create an environment of uncertainty 
among private CUltivators with respect to investments in 
their farms. 

Establishment of the Marke~ing and National Importing 
Board (MNIB) with sole authority for importation of some 
basic items such as foods, tires, fertilizers, cement, 
etc., and participation in the local purchase, transport 
and retailing of fruits and vegetables. 

Government. domination (through the appointment of a 
majority of the members of the Boar.ds of Directors) in 
the affairs of private producer-owned cooperative 
commodity associations. 

Creation and management of public agro-industrial 
enterprises most of which operated at losses thus 
draining public sector revenues needed for essential 
services of research, extension, information, land 
titling, etc. 

Of course, LDC Governments are often involved in regulation 
of land use, product markets, and input distribution and they often 
participate in production and marketing alongside the private sector. In 
Grenada, however, Government intervention and controls have been more 
disruptive than constructive because rapidly shifting policies created an 
environment of uncertainty that has reduced private sector incentives to 
invest. The thin layer and limi.ted technical training of Government employees 
have led to mismanagement of public enterprises and services. In summary, the 
public sector has been over-extended in its efforts to direct the course of 
the nation's economy and could best contribute by withdrawing from direct 
economic activity and market regulation in order to focus its limited 
technical manpower on essential services to open commodity markets (e.g. 
market information, basic market facilities) and boost agricultural 
productivity (e.g. research, extension). 
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b. Technological Constraints 

A second constraint in growing evidence is the decline 
in productivity among the country's large number of private sector farms. 
Disincentives to re-invest in agriculture have led to poor husbandry of the 
Country's nutmeg and cocoa tree crops and banana plantations with a resulting 
decline in yields. Diseases and pests are on the rise while soil fertility 
and land improvements <e.g. drainage) deteriorate. Large tracts of land are 
idle and farm roads are poorly maintai.ned. Combined, these technical 
constraints have hobbled the country's capacity to ride out poor market years 
and respond to strong market incentives because of poor yields, low production 
and high per unit costs. 

An examination of current agricultural practices reveals 
that Grenada is not taking advantage of some of the latest technologies 
available to boost crop yields and reduce production costs. Chemical 
fertilizers are applied without any prior analysis of soil fertility. Such 
soil analyses are vital to efficient use of costly imported petrole~based 

chemical fertilizers. Improved pasture planting material is available in 
other countries which could be tested to improve animal nutrition and 
stabilize soils in Grenada and its outer islands of Carriacou and Petit 
Martinique. Biological and cultural controls of diseases and pests need to be 
considered along with current expensive chemical pesticide applications. 
Improved plant and animal genetic material is also available to Grenada and 
can contribute to expanding production of both traditional and non-traditional 
crops for domestic and export markets. 

c. Institutional Constraints 

During the past several years, the Government of 
Grenada has involved the Ministry of Agriculture, as well as other Goverment 
agencies, in crop and livestock production, in wholesale and retail marketing 
of cOl.1Illodities and inputs, and in a variety of agro-industrial activities. As 
a result of this policy, routine service functions in research and extension, 
soils, pest management, etc., were neglected. Because of ideological 
differences many trained agriculturalists left the country during this 
period. Events following October 1983 led to further reductions in Ministry 
staff. 

During the past several years, the public sector 
investment program placed a heavy burden on public sector finances. This led 
to financial negle...:t of some of the traditional departments of the Government 
which are responsible for the provision of needed agricultural sector 
services. The net result has been a serious debilitation of the public 
services available to the private agricultural sector coupled with a 
simultaneous expansion of Government-subsidized production activities. 

Private agricultural producers and entrepreneurs look to 
the public sector for certain ess~ntial services. These services include land 
title registration/survey and mapping services, research and extension 
services, pr0vision of qoil testing facilities, high quality plant and seed 
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materials, provision of crop projection services, climatological information, 
market news, and clear policy guidelines for private sector activities in the 
economy. 

In addition to the Ministry of Agriculture, the 
agricultural sector depends also on policies and procedures within the 
Ministries of Trade, the Ministry of Finance and Planning and the Banks that 
are providing agricultural credit. Although the Ministry of Agriculture has a 
planning unit, most of the policies, procedures, program selection and project 
design activities are handled by inexperienced ataff and many critical 
positions are currently unfilled. 

A relative low level of productivity in agriculture can 
also be partially traced to weak capacity of tile Government to develop and 
deliver improved technologies because of: 

i.	 low level scientific expertise among Government 
technician s; 

ii.	 lack of planning and organization to provide 
technical inputs and support services for 
production and marketing; 

iii.	 lack of a systematic approach to research, 
technical problem solving within the sector; and 

iv.	 lack of a well organized approach to technology 
transfe r. 

d.	 Financial Constraints 

Availablp. evidence suggests that the agricultural sector 
is decapitalizing as farmers await the outcome of current political trends. 
Little reinvestment has taken place in the la~t five years either from 
revenues generated by crop sales for export or by borrowing from the public 
and private banking system. At the same time, crop productivity has fallen 
and per unit costs have risen at the very time prices of all three major crops 
-- cocoa, nutmeg and bananas -- have been in a cyclical downswing. Operating 
fund reserves of the producer associations have been depleted or are tied up 
in excess stocks in efforts to sustain prices and keep costs down for producer 
members. 

The amount of investment capital available in the banking 
system is unclear, but likely to be limited; most banks have large shares of 
their assets tied up in public bonds which were issued to finance ambitious 
infrastructure projects (such as the new airport) and new industrial 
ventures. With crop export sales down, Government revenues are tighter and 
less available for public financing. Some farmers have outstanding debts 
against their land titles and are ineligible for further borrowing; others are 
relur.tant to borrow until the domestic and international market conditions are 
improved. 
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Some capital might be generated by farmers willing to 
sell off some lands to improve the rest. Some capital could be repatriated by 
Grenadians anxious to return with savings earned abroad and a desire to invest 
in Grenadian farming, commerce or light industry at home. However, current 
Government regulations on the sale of land -- which must currently be 
considered on a case by case basis -- appear to unduly hinder repatriation of 
capital and reinvestment in farm improvements. With the passage of time, 
capital needs will rise with requirements for land clearing and replanting on 
the one hand and as current rising production costs and low yields deplete 
farmers' net revenues and remaining savings on the other. 

3. Project Rationale 

The Government of Grenada is clearly committed to a set of 
policies that will foster a fre~-enterprise market-driven economy in which 
private sector initiative willi Ie ample scope to operate. The GOG has 
underway already plans to withdraw from intervention in and control of the 
economy, particularly where it has little expertise to do so effectively. 
Land is being returned to owners, the Marketing and National Import Board 
(MNIB) monopoly ~nd monopsony powers are being scrutinized for reform and 
Government technicians are being redeployed to function in technical service 
rather than managerial control capacities. 

This Project is designed to induce these policy changes where they 
are not already in process. This Project also will provide assistance to 
assure the institutional, technical and financial underpinnings of the 
agriculture sector are put back in place to assure these policies will have 
the desired effects on producer's willingness and capacity to restore growth 
in crop production for export and domestic markets. 

The activities proposed for funding by the Project are selected on 
the basis of their contribution to repositioning Grenadian agriculture as a 
competitive producer of what the country exports and consumes domestically. 

Because the MOA will continue to assume the leadership in 
preserving and effectively utilizing the country's human and nat'lral 
resources, sub-project activities have been deoigned to build the 
institutional capacity to perform in that role. Specifically, information 
gathering and analysis to monitor the sector's performance will be supported 
as will diagnosis and recommended measures for dealing with plant disease and 
pest problems. The Project will also serve as a vehicle to enhance MOA 
relationships with regional (e.g. CARDI) and international (e.g. CIAT, IICA, 
IITA) agencies and U.S. research institutions (e.g. Denver Wildlife, Small 
Ruminants CRSP) with technologies appropriate for testing and selecting for 
adaptation to Grenada's growing conditions. 

There is ample evidence, though largely circumstantial at present, 
that some producers and agro-industry investors will need access to financing 
to rehabilitate farms or businesses divested by the state. A Divestiture 
Facilitation Fund will be made available. To provide subgrants to individuals 
willing to make immediate investments aimed at financing productivity of 
divested farms. 
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4. Relationship to the Government of Grenada Strategy 

Grenada has been under a situation of political and economic 
uncertainty for many years and is curr.ently in a period of extraordinary 
transition which beg~~ when late Prime Minister Bishop was placed under house 
arrest on October 13, 1983, leading to the military intervention by U.S. and 
OEeS forces. Imm~diately following cessation of military action, the Governor 
General of Grenada, Sir Paul Scoon, formed an Interim Government to serve 
until elections can be held late in ~384. Because the installation of an 
elected Government is anticipated so quickly, the Interim Government of 
Grenada (GOG) has adopted a set of national objectives whi~h reflect the 
concerns of broadest possible consensus of Grenadian society, including: 

reduction in the level of unemployment; 

improvement in the generation and utilization of foreign 
exchange resource~; 

examination of the tax structure to increase public sector 
savings; 

maintaining and making essential improvements in the nation's 
so~ial and economic infrastructure; 

stimulating economic growth by encouraging the involvement of 
all economic groups in the process; and 

minimizing the nation's external debt burden. 

Tb make measurabl~ progress in fulfilling these objectives, 
the Government is giving high priority to the growth of agriculture. The 
economic and social development of Grenada is closely linked to investment and 
growth in the agricultural sector. The Goverrunent of Grenada believes that 
the development of the sector is closely related to resolving the perceived 
disincentives for private investment and intends to deal with these problems 
by initiating actions required to: 

return lands to their original owners and/or offer fair 
compensation for all acqUisitions; 

provide supportive technical assistance for increased 
production by the pr~vate sector; 

promote existing and potential private sector investors in 
farming and agribusiness; 

expand services available to farmers such as seed and plant 
propagation and distribution pest management services 
improved market information; reduce Government-appointed 
members of Boards of producers' associations to levels 
consistent with original legislation; and assist the 
associations with management. 
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The Inter~m Government expressed a need to act quickly to 
expedite the turn-around from the centrally planned economy that was being 
established by the People's Revolutionary Government, to the desired 
free-enterprise open economy. This Project is designed to assist this process 
and has been worked out with the Minister of Agriculture and key staff members 
of related Ministries to implement: thi s Interi.m Government strategy. 

The Government of Grenada objectives 1J11tHned above, have the 
singular theme of returning the economy to a private sector oriented, market 
directed, free enterprise system. Grenada will require assistance from the 
international flnandal institutions and the donor community in order to 
implement the strategy which has been outlined. The Project is intended to 
strengthen key Government offices which will be charged with making policy 
recommendations, analysts, planning, and implementation of programs required 
to achieve the strategy. 

5. Relationship to Agency and Mission Strategy 

The fundamental strategy objective of the Regional 
Development Office/Caribbean's agrf cu1 tural assi stance activi ttes, as 
presented in the FY 83 CDSS, is to increase the per capita output of food and 
other marketable commodities and to expand employment opportunities for rural 
fami lies, thereby increasi ng farm family incomes. The proposed b:f.Iateral 
project in Grenada will contribute to that regional objective. 

The elements of RDO/C's overall agricultural str.ategy 
correspond to constralnts :In the major functi onal areas of the agr:f.cultural 
sector, i.e. production, planning/policy,' marketing, input supply/credit, 
rural infrastructure and inst:ftution building. RDO/C is supporting activities 
through regional institutions aimed at resolvin2 certain problems in each of 
these functional areas. Reg:fnnal projects in agricultural research (through 
CARDl) and agricultural extension (through MUCIA) have both been amended to 
fully incorporate Grenada into their ongoing activities. 

Not all problems, however, are amendable to regional 
intervent:f.on. The sped fic policy problems and fundamental restructur.i.ng of 
many agricultural sector activities in Grenada require a bilateral approach as 
well. Moreover, the effectiveness of regionally supportive services is very 
dependent on national capacity to implement programs offered by regional and 
internat:f.onal i.nst:ltut:l.ons. Events in the recent past have severely weakened 
Grenada's capacity to tap external sources of assistance to the sector. 
RDO/C, therefore, :Is not proposing any major change from the elements of the 
agricultural strategy presented in the FY 83 CDSS, but rather proposes to 
ut:l.li.ze bilateral assistance to Grenada to complement ongoing regional 
activities and to engage aspects of specific problems that are inappropriate 
for regional solution. 

The proposed Project Is totally consistent with RDO/C's 
overall agricultural ass:lstance strategy. In addition to complementing 
ongoing regional efforts, the bilateral nature of the Project will enable AID 
assi stance to focus on immedi ate high pr.tor:lty needs of Grenada, increase the 
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capacity of the Grenadian Government to more effectively absorb available 
development resources, and promote needed policy modifications aimed at 
placing the private sector in a position to respond to economic incentives in 
agri culture. 

Tn addition, those aspects of the Project dealing with 
divestiture of pubU c enterpri ses, agrn-lndust ri a I development, market 
development and other areas, w.i 11 be elosely coonli tlated with the Project 
Development Assistance Program (PDAP). The PDAP Project has been amended to 
provide a Resident Advisor in Grenada and 15 person-months of short-term 
technical assistance. As appropriate, that assistance will be used to 
examine, for example, the issue of the marketing of traditional products, 
possible private sector interest in agro-industrial investment, etc. 

B. Objec tives 

Goal. The project goal is to increase the productivity and 
employment of private agricultural sector entrepreneurs and workers in 
Grenada, thereby increasing rural incomes. 

Purpose. The Project purpose is to: 

a) re-establish a polley environment which provides 
positive incentives to private agriculture sector entrepreneurs to employ 
requisite levels of labor and capital in farming and agro-industry; 

b) build technical and manage-cial capacity in the pdvate 
sector producer cooperative associations to provide cost-effective services to 
members for ·p·rnduction (e.g. input supply, pest control) and marketing (e.g. 
alterr.;:tive sales <>hannels, value-adding activities); and 

c) to strengthen the capacity in the Ministry of 
Agriculture to provide essential sector support services, notably planning and 
policy formulation and technology development and diffusion. 

The shared view of the GOG and RDO/C is that Grenada's 
agr.i.cultural development should be pr.i.vate sector oriented and led. However, 
there is a definite role for the government.• That role is primarily one of 
setting appropriate policies and creating a stable environment which is 
conducive to private sector investment and effort. The government also has a 
legitimate role in providing services to support the pr.i.vate sector such as 
basic infrastructure, research and extension services, policy formulation and 
information on sector performance. At the same time, farmers themselves have 
found it cost-effective to arrange for production and marketing services 
through the cooperative associations of which they are members. 

C. Project Elements 

Because of the urgent need to move forward, particularly with 
regard to the Government of Grenada effort to examine a number of policy 
issues, RDO/C has decided to proceed in two phases. Phase T is already 
providing limited but critieal support for a four month period, and is already 
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underway using Project Development and Support funds to initiate project 
activities in policy analysis and reform. Phase II will undertake the program 
outlined in this document and is an eighteen month effort designed to be fully 
mobilized in 1984 and continue through January, 1986. 

This two-phase approach enables RDO/C to respond rapidly and 
sustain this assistance over the life of the Interim Government and into the 
first nine to twelve months after the elected Government of Grenada assumes 
power. 

Given the diversity and complexity of the policy and institut~ona1 

factors constraining Grenada's agricultural development and the very real 
issue of absorptive capacity, the proposed project will f~cus on those 
activities which will have the greatest fundamental impact on policies and 
institutions of the agriculture sector, and by implication on farm income and 
production. 

During PP design the Interim Government already had underway a 
program by which r.ecent1y acquired Government farms are being returned to 
their former owners. Similar steps are being taken to address on ,1 

case-by-case basis the divestiture of Government owned agro-industzies and to 
re-evaluate the role and function of the Marketing and National Importing 
Board. Phase I activities under PD&S funding will help advance the~e 

programs, and personnel and budgets released by the phase-down of selected 
activities will be utilized to strengthen other essential activities in the 
Ministry of Agriculture and other Government agencies. 

The Project str~tegy under Phase II is to assure that the 
country's private producers and agro-industria1 firms are capable of 
responding to the new policy environment resulting from the reduction of 
Government participatiuu in and regulation of agriculture production and 
marketing. Tb create the base so that private initiative can respond to this 
new policy environment, the project will sponsor a small number of discrete 
sUb-project activ~ties under the leadership of the Ministry of Agriculture and 
the provision of a technical and management consultant team made up of two 
long-term resident persons supported by additional short-term technical 
specialists (See Annex G for Scope of Work). This team of long-term and 
short-term specialists will consult with the Government of Grenada in the 
formulation of policies and plans in the agriculture sector and assist with 
the implementation of the sUb-projects which have been identified to 
strengthen the institutional capacity of the MOA and cooperative associations 
and the financial capacity of farmers and agro-industria1 firms. 

1. Technical As sistance Component 

TWo long-term technical advisors will be resident in Grenada 
over the eighteen month life of project. Their main function will be to: 

(a)	 Assist the Ministry of Agriculture with the divestiture 
of Government owned farms and agri-businessesi 
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(b)	 Pe rform agricultural policy analysis and draft policy 
action memoranda as directed by the Minister of 
Agriculture; 

(c)	 Develop methods to collect and store data necessary for 
policy analysis; 

(d)	 Investigate means and propose solutions for improving 
the marketing of the four major agricultural commodities 
presently produced (nutmeg, cocoa, bananas and minor 
spices) ; 

(e)	 In vestigate means and propose solutions for improvirlg 
the marketing of food crops for regional markets; 

(f)	 Identify market opportunities for non-traditional 
agricultural products; 

(g)	 Recommend ways to improve the efficiency and lower the 
cost of the cooperative commouity producer associations; 

(h)	 Recommend how the Marketing and National Importing Board 
(MNIB) can be restructured to divest those 
responsibilities that cap. best be performed by the 
private sector and to recommend ways to improve tne 
efficiency of those functions remaining under its 
contro 1; and 

(i)	 Promote, in conjunction with the PDAP project, new 
agri-business investments. 

In close collaboration with the ~wo long-term resident 
advisors will be short-term technical assistance brought in on an as-needed 
basis. It is anticipated that persons with special agronomic skills as well 
as persons in financial management may be required to increase the efficiency 
of the cooperative commodity associations and the restructured MNIB. Some 
assistance may also be needed on agri-business opportunities, to the extent 
that it is not being provided under the PDAP project. The majority of the 
short-term assistance, however, will be identified as project implementation 
progresses and the Government of Grenada, contractor and USAID/G determine 
scopes of work with greater specificity. 

Technical assistance will also playa major role in the 
implementation of the SUb-project activities. These activities and their 
technical assistance implications are summarized below. 

2.	 SUb-Project Activities 

The sub-project activities are designed to ensure achievement 
of policy reforms by providing the means to expand private sector involvement 
in agriculture, increase productivity and promote employment. Additionally, 
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public support for Government initiat:lves is promoted by the use of quick 
impact public awareness activities. 

a. Divestiture Facilitation Fund 

i.. Problem: The divest:l.ture by the Government of 
Grenada of commercial farming and agri-business operations is an essential 
action required to establish credHabi Ii ty for policy reforms now being 
promulgated by the Intedm Cound L However, divestiture is a complex 
undertaking that requires careful analysis, multiple administrative and legal 
tasks, and willing investors able to assume ownership of these assets. While 
the Government of Grenada has initiated work for divestiture and has in fact 
accompli.shed the return of some farm lands to former owners, it :i.s not clear 
that this ts suffident to achf.eve the immed:late increase tn the productivity 
of those assets that .is desired by the Government of Grenada. This is because 
the newly re-vested owners frequently have nef.ther the financial means nor the 
incentive tc quickly invest :In productivity enhancing activities. Activities 
typically requtred on returned farms, for example, involve labor intensive 
work to clp.ar brush from cocoa, weeds from banana, open ff.eld drainage 
ditches, apply disease control measures, and fert:llf.ze. Having been denied 
:I.ncome from these farms for. at least the past four years, and in the face of 
currently low commodity prices, revested owners lack ready cash for needed 
work and are perceived as high risks for short-term product:5on cred:lt 
facU.:It:les. Moreover, there is some degree of a "wait and see" att:ltude among 
farmers :I.n general, in light of the prece:lved "un-sett led" poU tical situation. 

A s:lm:llar problem potentf.ally exists with respect 
to the divestiture of state-owned agri-businesses. While no sale or transfer 
of assetR of state-owned agriculturally related firms has yet been 
accompHshed, at least two such f:lrms are likely to be sold to private 
investors in the near future. As in the case of land, simple changes of 
ownershf.p are unlikely to be sufficient in themselves to bring about the 
enhanced pr,)ductiv:l.ty desf.red. In most cases, buyers of these f:l.rms will need 
to immediately accompl ish extens:l.ve ma."intenance and repair to equ:lpment, 
repleni sh essent.fal i.nventory of raw materf aI, and re-establish normal 
commercial links with suppl:l.ers and distribut:lon agent6. As:i.n the case of 
returned land, H is unlikely that the new owners of agri-business Urms have 
ready cash or incentives to quickly accompl.ish the enhanced productivity 
desired. 

There are addi tional impediments to di.vestiture of 
state-owned fi. rms that Um:l t the pace and credHabi 1.:1 ty of the process. Among 
these impediments are issues relating to the Governments ability to meet its 
administrative and legal responsibil:lties prior to sale, and otherwise 
winding-down affairs of a state-owned f:lrm in an orderly manner. This may 
f.nclude settlement of pay for diRcharged workers, establishment of clear 
titles to assets, specific encumberances nn those assets, accomplishf.ng 
specialized technical and financial appraisals, arranging for actual auction 
or tendering, and other tasks required for actual transfer of ownershf.p from 
the state to private investors. It is clear that one of the most troublesome 
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and potentially explosive issues related to divestment or dissolvement of 
state owned firms is the almost certain dislocation of a portion of workers 
now employed by these firms. Therefore, this issue must be explicitly 
addressed, and every attempt should be made to cr~ate alternative employment 
for displaced workers. 

In sum, the issues related to accelerating the 
divestiture of state owned farms and agri-business firms are not rooted only 
in inappropriate Government of Grenada policies, but also involve practical 
resolution of specific problems. These practica 1 problems include SOllie the 
Government must accomplish to enable sale, and some the buyers must accomplish 
to attain the desired gains in productivity. Underlying all of this is the 
essential need to move expeditiously and aggressively to foster the 
creditability of the policy reforms away from state ownership of productive 
enterprises. 

11. Proposed Response: This project will provide the 
Ministry of Agriculture with a grant in the amount of $400,000 to establish a 
special fund to be known as the "Divestiture FaL:ilitation Fund" (DFF) ~ The 
Ministry will utilize the DFF to make sub-grants, as maybe required, to 
accomplish the quick, smooth, and productive divestiture of state owned farms 
and agricultural firms. Each divestiture undertaking will be appraised on a 
case by case basis to determine the need and justification of DFF sub-grants. 

The DFF will be a short-term and extra-ordinary 
activity of the Ministry of Agriculture to be executed and totally disburs~j 

prior to March 31, 1985. Responsibility for the award of DFF sub-grants will 
rest jointly with the Minister of Agriculture and the Chairman of the Task 
Force to be established for the purpose of advising the Government of Grenada 
on the disposition of state owned farm land. It will be the responsibility of 
the Task Force referred to above for appraising each divestiture action, for 
determining the need and justification for grant assist~nce, for recommending 
the amount and utilization of all grants deemed justified, and for certifying 
correct application of any sub-grants provided. The Task Force will be 
assisted by resident technical assistance personnel provided under this 
project. 

Given the purpose and extra-ordinary nature of the 
DFF, it is intended that the Task Force and Minister be given wide latitude to 
use their judgement and specific knowledge in m~king sub-grants from the DFF. 
Therefore, sub-grants may be awarded for any purpose that directly enables 
transfer of farms or firms from state ownership to private ownership, or 
directly enables the acquiring private owners to expeditiously rehabili~~te 

the productive capacity of these farms and firms that typically have su~fered 

from neglect while under Government control. However, sub-grants ~warded from 
the DBF will be subject to the following guidelines: 

a) No sub-grant may be awarded for aquisition 
of capital equipment, buildings, or machinery, but will be limited to expenses 
for labor, services and repairs, consumable inputs, or other costs of an 
immediately productive nature; 
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b) No sub-grant or series of sub-grants to any 
enterprise or individudl may exceed the amount of $30,000; 

c) All sub-grant awards must be approved and 
work inititated by the Grant recipient on or before 12/31/84, and all Work for 
which the sub-grant was awarded must be completed on or before 3/31/85; 

d) All sub-grants awarded will require the 
recipient to contribute a portion of the cash cost of the work to be 
performed, and in no case shall the amount of the sub-grant exceed two-thirds 
(67 percent) of the actual expense incurred. 

Implementation of the OFF will be accomplished 
under the general guidance of the Minister of Agriculture, and will be 
operated directly by members of the Task Fbrce who may be assisted by other 
persons, including USAIO funded technical assistance personnel, as directed by 
the Minister. This is feasible since the number of sub-grant recipients are 
relatively small and procedures are purposely simple. The Task Force will 
make its appraisal of a divestiture activity on the basis of a plan of work 
proposed by the perspective sub-grant recipient. The work plan will specify 
the location, type, and extent cf work to be accomplished, and will specify 
the expected cost by line item. Upon the recommendation of Task Force and the 
appproval of the Minister, then the sUb-grant recipient will be given a firm 
written commitment of a specific grant amount based on his/her work plan. 
Actual payment of the sub-grant will be made upon Task Force certification of 
work accomplished and Task Force certification of the amount of cash expended 
to accomplish the work. It is anticipated that the Task Force will in most 
cases make progress payments to sub-grant recipients based on work 
accomplished on a weekly or bi-weekly basis. In this way, OFF sub-grants will 
be both timely and allow for prudent oversight and accountability. 

iii. Resources Required.: The Ministry of Agriculture 
has the personnel and administrative capacity to e~tablish, operate, and 
account for special purpose funds. A specially appointed Task Fbrce to advise 
on the claims settlement of Government owned/controlled land is to be 
established and its scope of responsibility can be appropriately expanded to 
oversee the OFF. This project is providing resident technical assistanco to 
the Ministry, and among other work, is available to assist with the 
implementation of the OFF. Therefor.e, the primary resource proposed for USAIO 
financing to carry out this sub-project activity is a cash grant to the 
Ministry in the amount of $400,000. This amount is recommended because there 
is about 5,000 acres of far.m land expected to be returned to former owners or 
otherwise divested. and eight agri-business firms that should be either sold 
or simply dissolved. Sub-grants to private investors purchasing agri-business 
firms or Government agencies divesting these firms is expected to require 
about $75,000. Therefore, most of the sub-grants are expected to be provided 
to individuals acquiring state farms for the purpose of field/crop 
rehabilitation. The amount of $325,000 would allow an average grant of $65 
per acre for 5,000 acres expected to be involved. 
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b. Enhanced Fertilizer Use In Major Crops 

i. Problem: Production and export~tion of both cocoa 
and bananas are of fundamental importance in Grenada. Cocoa is the most 
important crop in Grenada, accounting for annual sales over $5 miilion or 40 
percent of total export earnings. Dananas account for an additional $3.5 
million of export sales. Typically, the crops are grown in "mixed stands" and 
exact acreage is difficult to assertain. Estimates put "pure stand equivalent 
acres" at 10,000 for cocoa and 3,500 for bananas. This acreage is t.ended by 
approximately 6,000 farmers, most of whom grow both crops. 

Yields per acre are low in Grenada for both crops 
in comparison to other producing countries in Africa and Latin America. This 
low productivity is attributed to several factors, but the most frequently 
mentioned reasons are: (a) the high cost of labor, and (b) the high cost of 
commercial inputs. Hence, the appropriate cultural practices like weeding, 
pruning, etc. which require intensive labor are not well attended; likewise, 
insufficient levels of fertilizer and disease control inputs are applied. 

The situation is made worse by recently depressed 
prices received by growers. In the case of cocoa, the world market price is 
severely depressed (e.g. adjusted for inflation, world cocoa prices are 
currently less than 5~ of the 1977 price and 30 percent lower than prices .in 
1980). Banana prices on the other hand have been currently ris~ng on the 
United Kingdom market. However, due to the sharp drop in the relative value 
of the pound sterling vis-a-vis the Eastern caribbean dollar, prices received 
by Grenada banana and cocoa growers have been very low. Thus, Grenadian 
farmers have had neither the profits nor the incentive to invest in improved 
production. Moreover, in recent years, there has been grower dissatisfaction 
with the management and operations of the Grenada Cocoa Association (GCA) and 
Grenada Banana Cooperative Society (GBCS) and uncertainity with regard to land 
tenure policies of the government. As a result of this combination of 
factors, the Grenada cocoa and banana industries are caught in a low 
productivity/low profitability cycle which if left unattended can only 
worsen. Given the paucity of alternative enterprises, Grenada can ill affo=d 
to passively allow the traditional mainstays of its economy to erode. 

Some action is already underway to boost the cocoa 
and banana industries in Grenada. With funding assistance from CIDA, a major 
effort to establish 5,000 acres of new cocoa plantings with improved varities 
is targeted to be accomplished by 1990. With BDD funding assistance, 300 
acres of bananas are expected to be planted in the next 12 months. Both of 
these projects are correctly aimed at boosting production and productivity at 
the farm level, and should achieve a major impact in the medium to long-term. 
'!he more ',nrnediate problem, however, is finding a way to achieve greater 
productivity on the plantings already established. The key to this problem is 
getting the 6,000 individual growers to take the decision to bring the 
existing 10,000 acres of cocoa and 3,500 acres of bananas up to proper and 
profitable husbandry standards. 
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ii. Proposed Response - '!he quickest way to ge t 
significant production increases in cocoa and bananas is to apply recommended 
levels of fertilization to fields that are substantially free of weeds and 
disease. Therefore, it is proposed that AID funding be used to procure 1,350 
metric tons of NPK fertilizers to be made available to individual oocoa and 
banana growers on a grant basis, subject to certain conditions described below. 

(a) Cbcoa: Recommended fertilizer levels of 
cocoa in Grenada calls for annual applications of 2 pounds of NPK (12:8:24) 
per mature tree. Based on estimates of 10,000 acres at 300 trees per acre, 
then 6,000,000 pounds or 2,700 m~tric tons of NPK is recommended. Effective 
demand for cocoa fertilizer in the recent past has amounted to only about 
1,500 MT/year, or about one-half the recommended rate. Cocoa growers purchase 
fertilizer, on credit, from the GCA and payment is deducted by the GCA from 
growers sales ~eceipts. The prices paid by growers is about $15 per 50 kg. 
bag which is the full commercial cost. Typically, growers apply fertilizer to 
cocoa twice per year, once in May and once in October. Therefore, the GCA has 
historically ordered cwo shipments annually, each of about 750 MT. 

A key condition for cost-effective use of 
fertilizer is to minimize the growth of weeds, brush, and vines within the 
cocoa fields. Many growers have, in the re~ent past, neglected this crucial 
aspect of field husbandry. 

As an incentive to re-establish improved 
field husbandry, cocoa growers will be offered the opportunity to receive 
extra fertilizer provided they have satisfactorily weeded and prepared their 
fields. 

It will work as follows. For each bag of 
fertilizer purchased by a grower during the period September - December 1984, 
he/she will be eligible to receive an equal amount of AID funded fertilizer 
free. In effect, this is the same as selling fertilizer at half price during 
this period. To be eligible however, the grower will have satisfactorily 
demonstrated, in the opinion of an authorized GCA or Ministry of Agriculture 
employee, that his/her field is substantially free of weeds.- The GCA field 
inspector will also verify the number of cocoa trees to be fertilized, and 
therefore establish the maximum amount of fertilizer any individual grower may 
be eligible to receive. The GCA has adequate field personnel to accomplish 
this verification responsibility. It is believed that the combination of 
improved field husbandry and application of fertilizer at recommened rates 
will increase physical yields of cocoa by at least 20 percent for calendar 
year 1985. Tnis implies ~hat export sales, at current prices, would amount t~ 

about $850,000 more than 1984. For the individual grower whose recent 
production has be~n 400 lbs. of cocoa per acre, he/she can expect to harvest 
480 lbs. per acre, with gross sales increasing from about $300/acre to 
$360/acre. 

b. Banar.as: Recommended fertilization of 
bananas in Grenada calls for annual applications of 3 Ibs. of NPK (16: 8:24) 
per plant. Based on estimates of 3,500 acres being in banana production, then 
7,350,000 pounds or 3,280 metric tons of NPK is recommended. Effective demand 
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for banana fertilizer in recent years has amounted to only about 1,600 MT per 
year. Banana growers are supplied fertilizer through the GBCS. The GBCS 
withholds an amount of money from all bananas sold by growers (known as a 
"pre-paid cess") so that each grower accununulates a c: redit which he/she can 
then claim in the form of inputs, mostly fertilizer. Growers are charged the 
full commercial cost of fertilizer, currently about $15 per 50 kg. bag. 

Although the "pre-paid cess" is a practical 
and sound method that enables growers access to fertilizer, it does not allow 
for production increases. '.!his is because the "cess" is directly proportional 
to production so as production of bananas go downward, less fertilizer is made 
available which contributes to even less production in the next cycle. In 
this way, most Grenadian banana producers are caught in a self re-enforcing 
downward spiral of productivity. What is required is an intervention to break 
this spiral, and boost productivity upward. 

Tbward this end, banana growers will be 
eligible to receive extra fertilizer during the period September 1984 to 
February 1985. Fbr each bag of fertilizer purchased by a grower during the 
specified period, he/s he will be eligible to receive an equal amount of AID 
funded fertiiizer free. As in the case of cocoa, this in effect will enable 
the GBCS to sell fertilizer ac half price. The amount an individual grower 
may receive is based on the amount of "pre-paid cess" he/she has on ace-ount 
with the GBCS, which in turn is directly proportional to historical 
production. As in the case of cocoa, banana growers will be required to 
demonstrate that proper field husbandry, including moko disease control, is 
being accomplished. It is believed that by enabling growers to apply 
recommended levels of ferilizer during the period indicated, banana yields 
will increase by at least 25 percent in calendar year 1985. Therefore, annual 
export sales can be expected to increase by about $875,000 over 1984. For the 
individual banana grower, fruit yield would increase from 4 tons per acre to 5 
tons per acre, with gross sales increasing from about $650 per acre to $820 
per acre. 

iii. Resources Required: Since both the GCA and the 
GBCS have well established systems and facilities to distribute fertilizer to 
individual cocoa and banana growersi and given that grower~ already 
demonstrate demand for fertilizer to the limit of their resources, then the 
provision of the fertilizer itself is the only AID funded resource reqnired. 

TI1e total amount of fertilizer to be procured with 
AID funding amounts to 1,200 metric tons. This amount is equal to t~~ ~mount 

that the cocoa aWl banana growers are expected to purchase during the six 
month period beginning in September 1984. Specifically, 675 MT of NPK 
formulation, as designated by the Ministry of Agriculture, will be delivered 
to the GCAi and 525 MT of NPK formulation, as designated by the Ministry of 
Agriculture, will be delivered to the GBCS. 

Both types of fertilizer are estimated to cost 
$330 per MT, ClF St. George's from u.S. supplies. Funds in the amount of 
$400,000 have been bUdgeted for this procurement. 
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c. Crop Protection Services 

i. Problem: Pests and disease are major problems for 
all farmers in Grenada. Fbr cocoa alone, field surveys conducted in 1981 
found that 40 percent of all cocoa trees were infested by at leas~ one pest 
and account for financial losses approaching $1 million annually. Leaf-spot 
and Moko diseases and root-knot nematodes are major pests in bananas and 
effective control is attained at very high cost to banana growers. The 
Grenada Obcoa Association (GCA) and Grenada Banana Cboperative Society (GBCS) 
together spend a total $450,000 on pests control on an annual basis. This 
amounts to about 25 percent of the association's total annual bUdgets. 

In other crops, including fruits and vegetables, 
insect damage and disease are prevalent and their effect can be observed in 
most fresh commodities offered for sale in Grenada. Fbr example, almost all 
mangoes and avocadoes are discolored by the presence of Anthracnose 
(Cblletotrichum gloeosporioides) appearing as black spots, and being 
particularly harmful to possible export sale of these fruits. Green peppers, 
another potentially exportable commodity is also effected by the same fungus 
c~sulting in lesions and fruit rot. Local market crops, leafy vegetables and 
cabbage are found to be defoliated to varying degrees by periodic insect 
attacks.. -Moreover, a common complaint by farmers is the damage by rats in 
sweet potatoes, peanuts and other root crops. This pest damage to potential 
exports and widely grown domestic market crops is a significant factor in the 
low yields and low quality of Grenada produce. 

With the exception of the efforts of the GCA and 
GBCS, there are almost no other pest and disease control services in Grenada. 
The Ministry of Agriculture is charged with the responsibility to monitor the 
incidence of pest infestations, to educate farmers on pest control techniques, 
to implement pesticide safety regulations, and to stimulate availability of 
appropriate pest control service~. In addition, the MOA is responsible for 
the whole range of activities related to plant and animal quarantine and 
phyto-sanitary certification with regard to agricultural commodities imported 
and exported. The above responsibilities notwithstanding, the Ministry in 
fact has no organized unit to carry out these functions nor the budgetary 
resources to esta~lish such a unit. 

ii. Proposed Response: A Pest Management Unit (PMU) 
will be established and operationalized within the Ministry. A small group (4 
to 6) of current employees will be re-assigned to the newly established PMU, 
one of whom has a B.S. Degree in Agricultural Science and has completed 
limited short-term training in pest control management. With AID Grant 
Funding Assistance, the PMU unit will be supplied with vehicles, sprayers and 
other field equipment, and training required to assume duties. Day-to-day 
technical assistance and on-the-job training will be provided to the unit by 
an expert funded under this grant. Short-term technical assistance to 
accomplish specific assessments of existing or proposed pest control methods 
will be provided with AID Grant funds. 

Th e efforts of the Pe st Management Un it will a Iso 
be directed at three basic purposes: 
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(a) Tb ensure optimal effectiveness and 
efficiency of pest control activity in the state. 

(b) Tb minimize hazards to the public health and 
economic industries that may be introduced by importation of contaminated 
commodities or inappropriatp. use of pesticides. 

(c) Tb provide selected pest control services in 
selected crops not being serviced by the private sector, e.g. fruits and 
vegetables, or where clearly exogenous benefits accrued to the state, e.g. 
national rat control campaigns. 

It is anticipated that the PMU will increase the 
cost-effectiveness of current pest control activities of the GCA and GBCS; 
reduce the risk of inadvertent introduction of new pests into Grenada (which 
is especially critical in light of new international airport); and assist 
fruit and vegetable growers achieve higher yields and better quality 
commodities through more effective pest control. 

iii. Resources Required: The Ministry has staff 
available, some of whom were previously assigned to now idle state-owned 
enterprises, who can be re-assigned to establish the Unit. AID Grant funds 
will be used to procure needed equipment, provide short-term training, and 
s~r:·...ce selected long and short-term technical assistance. Long-term technical 
assistance for day-to-day guidance to the Unit will be provided by an expert 
entomologist funded by this AID Grant. 

Specifically, AID grant funds will be used to purchase: 

4	 vehicles @ $10,000 $ 40,000 

6	 motorized back-pack 
sprayers @ $750 4,500 

12 manual sprayers @ $150	 1,800 

Other associated application 
Fquipment and tools 1,200 

Protective clothi~g and 
safety equipment 1,000 

6	 person months of short-term 
training 18,000 

15 person months of long-term T.A.	 150,000 

3	 person months of short-term 
technical assistance 30,000 

Contingency @ 7.5%	 18,500 

$265,000 
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d. Marketing Facilit.fes Rehabil:l.tation 

i. Problem: The majority of fresh fruits and 
vegetables sold in St. George's flow through the public market in the city 
center. About three hundred market vendors, mostly women, regularly use the 
Central Market as their pri.nc:f.pal place of business and attend to several 
thousand food buyers who weekly frequent the market. The vegetable market is 
in an advanced stage of disrepair, represents potential public health dangers 
and impedes the orderly execution of market transactions. The Ministry of 
Health has declared the market to be unsanitary and has recommended a set of 
specific actions to reduce the incidences of accumulated f:ilth, the 
infestation of rats, and other potential sources of food contamination l~~e 

leaky roofs and poorly maintatned toliet facilities. In addition to the issue 
of sanitation, it is evident that poor structural mai.ntenance contributes to 
:ineffective use of avaUable market space, as when unrepaired lighting or 
unrepaired security barriers cause certain available spaces to be unuS2d by 
both vendors and buyers. 

Given the important function of the central 
market, the frequency with which a large proportion of the St. George's 
population visit the market, and the policy of the Government to encourage 
prlvate sector food marketing; it :ls essential that the physical market 
facilities be maintained to acceptable levels of santitation and to 
accommodate effi.c:fent levels of utilization. Moreover, market rehabiHtation 
is a high priority of the Government of Grenada, not only because of the 
contribution to public health welfare and economIc function, but also because 
market rehabilitation will be a highly visable indication of the Government's 
commitment to prov:ldlng services for pri.vate sector trad:lng. 

ii. Proposed Response: The project will provide a 
grant to the Ministry of Agriculture in the amount of $124,000 to pay for 
goods and services to repair and rehabilitate the public market in St. 
George's. This work wtll include: 

Installation of 6 additional water taps with 
sinks suitable for washing vegetables; 

Installation of 8 high-volumn water 
hydrants, w:f.th hose connections, suitable 
for routine cleaning and drain flushing 
operations; 

Inspection and repair of about 1,200 ft. of 
storm drainage channels; 

Replacement of about 1,400 sq. ft. of 
galvanized roofing; 

Replacement of about 1,000 ft. of roof 
gutters; 
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Replacement of about 20 lighting fixtures; 

Replacement of 6 toilet bowls with sewage 
connections; 

Replacement of about 1,000 sq. ft. of heavy 
gauge wire mesh; 

Clean, prepare, and paint approximately 
15,000 sq. ft. of roof and extension 
surfaces; 

Clean, prepare, ann plant approximately 
12,000 sq. ft. of interior surfaces; and 

Resurfacing and sealing about 15,000 sq. ft. 
of cement floors and trading areas. 

In addition, a modest supply of cleaning and 
maintenance tools (e.g. brooms, shovels, hoses, etc.), will be pro=ured to 
enable routine housekeeping to be thoroughly executed. 

As a result of these actions, it is expected that 
generally sanitary conditions in and around the market will be achieved, the 
incidence of rats and other pests will be significantly reduced, and better 
utilization of existing space facilities will be accomplished. 

iii. Resources Required: The Ministry of Agriculture 
is the Agency responsible for the operations ana management of public food 
markets. A small staff is assigned to oversee the rental of space to vendors 
and perform routine cleaning facilities. The MOA does not have the staff to 
perform major repair and maintenance activities. Therefore, all of the market 
rehabilitation work will be contracted to private Grenadian firms selected by 
the Ministry through normal tendering procedures. 

Th e Ministry of Co nstruction is currently 
preparing the plans and specifications for each work task, suitable for 
inclusion in IFS's. The Ministry of Agriculture will select the contractor 
and the Ministry of Construction will supervise and certify work 
accomplished. USAID grant funds in an amount up to $124,000 will be provided 
to the Ministry of AgricUlture to pay for market rehabilitation on a cost 
reimbursement basis. 
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III. COST ESTLMATES AND FINANCIAL PLAN 

Total Project cost is estimated at $2.319 million of which AID Grant 
funds account for $1.964 million. AID funds will be used to finance the 
t~chnical assistance team which will contribute to policy formulation as well 
as the implementation of the sUb-project activities. The technical assistance 
is estimated at $.650 million. 

The four discrete sub-project activities are inclusive of commodities, 
equipment, labor, and are estimated at $1.189 million. The remaining $.125 
million is budgeted for evaluation and contingency. A summary cost estimate 
by category of expenditure is presented in Table 1. 

The two Project Development and Support (PD&S) funded consultants who 
will participate in the implementation of this project as indicated in the 
Implementation Plan, Table 2, do not contribute to the total project cost as 
stated above. They are on contract to AID to assist in fUlfilling AID"s 
project management role. 
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TABLE 1 

Estimated 
Summary Project COsts
 

by Expense category and Source of FUnding
 

($'000)
 

AID 
Expense category FX LC 'lbtal GOG/'lbtal 'lbtal 

1- Technical	 As sistance: 

a. Po ~icy Ad visor 200	 200 25 225 
b. Marketing Advisor 200 200 25 225 
c • Other Short- 'Ie rm 150 150 25 175 
d.	 Support Equipment 100 100 50 150 

Sub-'lbtal 650 650 125 775 

2. Sub-Project Activities: 

a. Divestiture Facili ­
tation Fund 400 400 50 450 
b.	 Enhanced Fertilizer 

use in major crops 400 400 50 450 
c.	 Pest Oontrol 

Services 265 265 100 365 
d.	 Market Facilities 

Rehabilitation 124 124 20 144 

Sub-'Ibta 1	 665 524 1,189 220 1,409 

3. Evaluation:	 25 25 10 35 

4.	 Contingency/ Inflation: 50 50 100 100 

Grand Total 1,390 574 1,964 355 2,319 
===== ===	 ===== === ===== 
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IV. PROJECT IMPLEMENTATION AND MONITORING
 

Table 2 presents a detailed implementation plan for initiation of t~p. 

technical assistance and sub-project activities of this Project. The 
unusually compact implementation time schedule will require close cooperation 
between USAID/Grenada, the Ministry of Agriculture, other participating 
Grenadian organizations and the technical assistance team to be hired for 
project implementation. 

Immediately upon Project Authorization, Grant Agreement execution and 
satisfaction of inItial Conditions Precedent, USAID/G will engage the full 
time services of an experienced hgricultural Development Officer (ADO) ~~1er 

long-term contract covering the life of the Project. This contractor will 
report to the General Development Officer, USAID/G. He/she will serve as 
Project Officer for the Project, except for those functions that require U.S, 
Direct Hire authority. The contracted ADO will devote almost all of his time 
to project management and monitorIng. He/she will take primary responsibility 
for all procurement, including services and commodities. The contracted ADO 
will develop sub-project activities and implementation plans, and will 
participate in evaluations, assure financial accountability and provide 
technical guidance to the Project. He/she will be assisted, as needed, by 
other officers on the USAID/G staff as well as those from RDO/C and AID/W. 

The first task under project implementation will be the procurement of 
technical assistance (TA). A draft scope of work for this TA is attached to 
this PP as Annex G. Because of the urgency to move on the issue of policy 
reform and divestiture, a temporary four month TA team is already working in 
Grenada under aTl Indefinite Quantity Contract (IQC) financed by Projec1: 
Development and Support (PD&S) funds. The long-term TA team will continue the 
work begun by the temporary team. In order to keep the momentum begun by the 
IQC team, a waiver of the formal competitive negotiation procedures or 
utilization of an a-A firm will be necessary. A waiver from the AA/LAC would 
be required on the grounds that rapid movement in policy reform and 
divestiture is required while the Interim Government is still in power. If 
expeditious progress is not made before the general elections scheduled for 
later this calendar year, the chances for meaningful policy reform might be 
greatly diminished. Once the long-term TA is incountry, hopefUlly by 
mid-September, 1984, the contracted ADO will shift some of his energies to 
sub-project procureme~ts. 

Two major cateqories of commodity procurement need to be undertaken. 
The first will entail the purchas~ of fertilizer for the cocoa and banana 
cooperative producers' associations. These will be Host Country procurements 
involving a solicitation of bids from U.S. suppliers. Whereas the Government 
of Grenada has adequatf~ experience in fertilizer procurements, USAID 
assistance will focus on expediting the AID procurement requirements so that 
the October planting season can utilize the recommended amount of fertilizer. 
A waiver of formal advertising will be submitted to the Mission Director RDO/C 
and SER!COM will be requested to assist in requesting bids from appropriate 
suppliers. 
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TABLE	 2 

Detailed Implementation Plan 

I.	 Technical Assistance 

A.	 PD&S Funded Ag. Offi.cer 

1.	 Short-term PIO/T signed by USAID/Grenada 
2.	 Security clearance initiated 
3.	 Short-term contract negotiated and signed by 

SER/COM 
4.	 Contractor arrives in Grenada 
5.	 Security clearance received 
6.	 Long-term PIO/T signed by USAID/Grenada 
7.	 Long-term contract negotiated and signed by RCO 

B.	 Project Technical Assistance Team 

1.	 RCO cable to SBA requesting concurrence to 
negoti.ate with 8A 

2.	 PlolT drafted and signed by USAID/Grenada 
3.	 Initial CPs to disbursement met (CP 4.1) 
4.	 Contract negotiated and signed by RCO 
5.	 Team ardvesin Grenada 

II.	 Sub-Project Activities 

A.	 Ferti 1her 

L Waiver of advert:fsing signed by RDO/C 
2.	 Procurement specifications received from USAID/ 

Grenada 
3. Request for procurement assistance from GOG 
4. Request SER/COM assistance in procurement by RDO/c 
5. Bids requested by SER/COM on behalf of GOG 
6. Bids received and opened at Grenadian Embassy 
7. Contract signed between Embassy and company 
8. Fertilizer shipped from U.S. in bags 
9. Fertilizer received in Grenada 

10.	 Fertilizer distributed by GCA & GBCS 
11.	 Fertilizer spread 

7/25 
7/27 

8/10 
8/24 
9/21 
9/21 
9/30 

7/27 
7/27 
8/30 
8/31 
9/15 

7/27 

7/27 
7/27 
7/27 
8/0'1 
8/24 
8/30 
8/31 
9/30 

10/15 
10/30 
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TABLE 2 (Con't» 

B. Market Rehabilitation 

1- Plans for rehabilitation received from GOG	 7/31 
2. Plans approved by USAID/Grenada	 8/04 
3. Advertisement for contractors in Grenada by GOG 8/04 
4. GOG prepares IFB	 8/15 
5. Approval of IFB by USAID/Grenada	 8/18 
6. Distribution of IFB by GOG	 8/20 
7. Evaluation of bids by GOG	 £/25 
8. Approval of selected contractor	 10/01 
9. Award of contract by GOG	 10/02 

10. Advance processed by RDO/C 10/10 
11- Renovation begins 12/15 
12. Qertification of work for final payment	 12/31 

C. Pest Managemen t Un it 

1. PIO/T for PD&S funded short-term PSC with Botrel1 
USAID/Grenada 8/01 

Botrell arrives to begin implementation, do EA 8/16 
3. PlaiT for long-term advisor prepared by Botrell 9/10 
4. Waiver of formal competition for LIT PSC 
5. Environmental CP met (CP 4.3)	 9/15 
6. Long-term contract negotiated and signed by RCa 10/31 
7. Advisor arrives in Grenada	 11/15 
8. Equipme~t list drafted	 12/15 
9. Equipment procured using informal solication	 1/]5 

D. Divestiture Fund 

1. OFF Ta sk Force established by GOG	 8/01 
2. Approval of task force by AID (CP 4.2.a)	 8/02 
3.	 OFF operational guidelines, sub-grant criteria, 

& accounting procedures established by GOG 8/15 
4. Approval of DFF guidelines by AID (CP 4.2.b)	 8/18 
5. GOG request advance of OFF funds	 8/19 
6. Advance disbursed by Regional Controller	 10/01 
7. Sub-grant awards	 12/31 
8. Completion of tasks	 03/30 
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The second set of commodity procurements will involve the Pest Control 
Services sub-project activity. These procurements will be more complicated 
and will be based on a detailed needs assessment. 'rhe long-term advisor under 
the pest management sub-activity will utilize experts as required under the 
blanket TA contract to help recipient organizations determine commodity 
specif~cations. The pest control commodities, which will not be ordered until 
after an Evironmental Assessment has been completed, are not expected to 
arrive in Grenada until the Project is well into implementation. 

The Market Facilities Rehabilitation sUb-project activity will involve 
!bst Country Contract (s) for renovation/construction services. The Government 
of Grenada has pr~vious successful experience in this area and therefore their 
contracting procedures will be followed and USAID/Grenada will monitor the 
procurement process. 

It is believed that the availability of a full-time contract 
Agricultural Development Officer devoted almost entirely to implementation 
oversight of the Project will be adequate to assure proper attention is given 
from the AID side. The provision of two resident TA contractors with ready 
access to short-term support under their blanket contract will assure adequate 
technical input. Management of the Project by the Ministry of Agriculture 
will be the responsibility of the Special Projects Coordinator who reports to 
the Minister. He will serve as the primary contact in the Ministry for 
Project affairs and coordinate Project activities among the various divisions 
of t.he Ministry, as well as the private commodity associations and the MNIB. 
The Special Projects Coordinator will work closely with USAID/G and the TA 
team to develop Project timetables and ensure that targets are met. 
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v. SUMMARIES OF ANALYSES
 

A.	 Economic Analysis 

1.	 The State of Agricultural Production 

While declining in importance, agriculture remains Grenada's 
major economic sector. Agriculture contributes -- 20 percent to GOP, employs 
30 percent of the labor force, and accounts for 40 percent of exports. 

The sector is encountering serious structural problems. A 
Major cause fo~ these difficulties is the dislocation caused by the dem~s~ of 
the estate system, a process which accelerated in the early 1970s, and the 
failure to replace it with an effective substitute. Some estates acquired by 
the government were divided into very Bmall farms and distributed to persons 
lacking farm management experience, while others were kept under government 
control. The change in the tenure system was accompanied by an 
intensification of the population exodus from agriculture, particularly of 
young people. Moreover, the transition from the estate system was not 
acc~mpanied by increased government support to small farmers. Hence, 
agricultural capital deteriorated. 

Cbnsequently, of particular importance at present is the need 
to reposition the agricultural sector in order that it may respond effectively 
to changes beyond the control of Grenada in the international markets for the 
country's main export crops. This involves restoring the sector's capacity to: 

a.	 increase production when world prices and markets are 
favorable; 

b.	 ride out periods of sagging world prices and shift 
export crop production mixes when appropriate; 

c.	 take advantage of markets for new crops where the 
country can produce competitively (e.g. spices); and 

d.	 substitute imports of food items that can be produced 
competitively by local farmers (e.g. coffee). 

In the past, Grenada's agriculture sector has shown its 
capacity to respond to economic shocks -- internal and external. The sector 
recovered quickly from hurricane damage in 1955 and again, after the 
disturbances associated with Independence in 1974, showing its capacity to 
overcome hardships and restore previous production levels. 

Farmers have learned to deal effectively with volatile export 
markets for their crop'l by cultivating two, three or more crops 
simultaneously. The 1981 Census of Agriculture, for example, reported tha t 
bananas, cocoa and nutmeg were all CUltivated by most farmers able to produce 
any of these crops. 
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2. ConRtraints to Increased Production 

There is mounting evidence that the agricultural sector has 
lost some of its capacity both to respond to short-term changes in market 
conditions and to expand output where long-term potential exists. The 
following are particularly notable signals of this declining capacity: 

a. Aging of Tree Crop In ventories: 

The average age of nutmeg and cocoa trees has increased 
as farmers have cut back on replantings. The result is a ~eclining 

productivity of the existing tree crops as well as a reductinn in overall 
productive capacity as the tree population declines with the pace of tree 
die-offs exceeding that of newly planted trees coming into production. Banana 
yields have fallen and costs have risen notably beCit1.1Se of aging plantations. 
This trend, now in motion, will take several years to reverse and several more 
to restore production; it takes 15 years from planting to peak production for 
cocoa and 20 years for nutmeg, and at least 18 months for bananas. 

b. Reduction in CUltivated Acreage: 

Area under cultivation of export crops has declined as 
well. Land on Government farms has fallen into disuse and some private lands 
have not been replanted. Some of the land may now be planted to food crops by 
farmers lacking cash crop income to buy domestic foods. Again, several years 
will be required to restore these lands to cash crop production for export. 

c. Government Control of Agricultural Lands 

While the Governent of Grenada is seeking to divest 
lands, it, nonetheless constructively controlled 42 parcels of land (8,099 
acres) at the time of the intervention. Many of these had been taken from 
their owners by the previous Government without compensation, although other 
parcels were owned by the Government free and clear of claims or liens by 
private citizens. The average size of these parcels is very large by Grenada 
standards and the land area controlled by the Government of Grenada 
constitutes a major portion of Grenada's arable land (about 10 percent). Some 
of these parcels were being farmed by the Grenada Farms Corporation (GFC), a 
public enterprise now emp10ying 691 persons (many of whom were idle). 

d. Export Duties 

Export duties have been imposed on the major 
agricultural commodities. As a percent of growers' prices, they ranged as 
high as 31 percent for nutmeg in 1983. While they had been levied to draw 
farmer incomes into the tax net, the duties, nevertheless, affect production 
negatively and have an adverse impact on employment opportunities. 

e. Aging of the Farm Population 

According to the 1981 Agriculture Census (GOG - 1982), 
nearly 52 percent of the country's farm operatols are over 50 years of age. 
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As suggested in the profile of the Grenadian farmer below, there appears to be 
a trend toward an older farmer/operator population, as the younger population 
opts for other sources of employment either for lack of land, less promise f~r 

remunerative employment or low prestige. As this older farm population 
retires from agriculture, it will take with it technical and management skills 
needed for production. 

f. Mounting Pest and Disease Problems 

There is an uneasiness that the country's major exports 
are facing growing problems from disease, pests and soil nutrient depletion. 
Cocoa is being hit by thrips and beetles, black pod and witches broom; bananas 
suffer from Moko disease. Bananas have relatively high soil nutrient 
requirements and are depleting soils at rates faster than farmers are 
currently willing or able to apply chemical fertilizers. Domestically 
produced food crops (potatoes, tomatoes and grains particularly) also face 
disease and pest problems for which there currently are no tested treatments 
or control services available to more than a handful of farmers. Declining 
yields caused by these technical problems have meant lower gross revenue and 
higher per unit costs for producers. 

g. labor Shortages 

The 1981 Agriculture Census (GOG - 1982, p. 39) ranked 
labor shortages as the most severe economic problem which farmers reported in 
crop producti( ,'. Alternative employment in tourism, construction and 
commerce, domestically or in occupations abroad, appears accountable for 
labor, particularly at planting and harvesting, becoming more scarce and more 
costly. Mechanization can go only part way in replacing labor on Grenada's 
hilly lands; needed are technical improvements in plant mate,dals or 
cultivation practices to increase labor productivity to levels that will pay 
for its cost. 

h. Credit Shortages 

Lower prices, declining yields and r ising per unit costs 
have squeezed farmers' capacity to finance the labor and input costs and crop 
establishment expenses -- particularly land clearing and planting of tree 
crops. At the same time, the producer associations have depleted much of 
their wel'king capital reserves in efforts to soften the blow of low export 
prices on farmers. At the end of 1983, for example, the Nutmeg Growers' 
Association had much of its capital tied up in one whole year's inventory of 
stocks while the Banana and Cocoa Growers' Associations have depleted much of 
their reserves in supporting purchase prices and subsidizing input prices for 
their rraducers. In addition, the GOvernment of Grenada banking system, at 
the end of 1983, appeared to have too little financial resources to come to 
the rescue of either the associations or the producers, a situation that in 
part, can be attributed to excessive Government borrowing from the banking 
system and the existance of the usury law. Finally, small farmers do not have 
the requisite collateral to secure credit. 
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i. Low Labor Productivity 

The low labor productivity arises', in part from the 
reduced productive capacity of the soi.ls and standing tree crops with which 
hired labor works. Bananas are a good example. Since plants are not 
currently being replaced and new stands established on fresh well fertilized 
sedl, at an acceptable pace, the banana population is growing beyond its most 
productive age. The result at harvest is smaller, poorer bunches of bananas 
wi.t.h undeveloped ''hands'' ana blem_shed "fingers". Rejects of 25 percent in 
tre field and 25 percent more at the boxing sheds were standard in 1983 
c(~pared to only 10 percent total of rejects some years earlier, when plants 
were replaced earlier and better cultivated. In sum, laborers are getting 
paid the same wage in 1983 to cut and haul 30 bunches of bananas, of which 
only about half are eventL'.ally selected for boxing. This compares to an 
equivalent of 90 percent when stronger stands of better yielding bananas were 
cultivated. Similarly the productivity of labor is lower in draining and 
cutlassing activities where it takes place in stands of older poorer yielding 
bananas or cocoa and nutmeg trees capable of producing less marketable output 
for the effort. 

B. (bst-Benefit Analysis 

This project has four main components, including (1) the prov~s~on 

of technical assistance in the form of two consultants, (2) the provision of 
input assistance to the commodity associations, (3) the establishment of 
disease control expertise in the Grenada Ministry of Agriculture, and (4) 
assistance to farmers to use lands productively that have been divested. 
Normally in undertaking cost-benefit analyses, costs are specified and 
benefits projected, and an internal rate of return is calculated. For this 
Project, ho~ever, benefits are extremely difficult to quantify especially for 
the technical assistance component. Moreover, there is a paucity of economic 
data in part attributable to a lack of skilled manpower in the Ministry of 
Agriculture. 

Consequently, to demonstrate economic viability, with costs 
specified we calculated the annual benefit stream required to generate a 10 
percent internal rate of return because the cost of capital in Grenada has 
been estimated at roughlj that level. Annual benefits would have to total a 
little over $300,000 a year to generate the requisite 10 percent return. 

~ While domestic production data are unavailable, we do have export 
data for the variolls co~~odities, including bananas, cocoa, nutmeg, mace and 
fresh fruits. Exports totalled $13.3 million in 1983. Nutmeg and mace with 
export receipts of $4.4 million led the way followed by cocoa ($4.2 million), 
bananas ($3.0 million), and fresh fruits ($1.7 million). Only a 2.2 percent 
increase in export receipts would be required to generate the requisite 10 
percent rate of return. To achieve this increase, for example, banana exports 
would have to increase to 10.7 thousand tonnes, a level that would be still 
far less than the 14.1 thousand tonnes achieved in 1979. Similarly, cocoa 
exports would have to total 2.8 thousand tonnes, a level that was achieved i.n 
three of the four years during the 1978-81 period. 
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TABLE 3 

Grenada Agricultural Exports 
(1982 data) 

Value 
(Million US$) 

Volumn 
('Ibnnes) 

'Ibtal 
Bananas 
Nutmeg and Mace 
Cocoa 
Fresh Fruits * 

13.3 
3.0 
4.4· 
4.2 
1.7 

Not applicable 
8,711 
3,093 
2,404 
2,845 

C. Social Analysis 

1. '!he Grenadian Farmer - A Profile 

Evidence available from the 1981 census of Agriculture and 
from a few other published sources reveal certain socio-economic 
characteristics about the Grenadian farmer which are important considerations 
in designing measures to assist him/her in overcoming technical and economic 
constraints to improved production. The following profile summarizes 
particularly relevant socio-e~onomic characteristics to recognize. 

a. The Grenadian Farmer is Small: (S )Ii:l cultivates an 
average of 2.5 acres of land if (s)he is a part-time farmer and at least 5 
acres if (s)he is a f~·mer operator on a nearly full-time basis. He may rent 
additional land to cultivate but seldom cultivates under a share crop 
arrangement. 

b. (S)He CUltivates Several Crops: It is common for the 
Grenadian farmer to cultivate a little nutmeg as well as some bananas and 
cocoa (the bananas serve as shade for cocoa in many areas); (s )he maya lso 
have some minor spices, vegetables and livestock for added cash income and 
home consumption along with yams, chickpeas and other staples. While such a 
diversif" i farm may be hard to manage efficiently, it helps spread risk of 
crop failuYe 0r poor market prices -- an important consideration in an open 
economy like Grenada's where world prices for exports are volatile. 

c. '!he Grenadian Farm is Fragmented 

The large number of small plots that make up a typical 
farm in Grenada pose an obstacle to the adoption of some management practices 
(e.g. pest management where area-wide applica~ion is most cost-effective). 
Some consolidation could be beneficial. Plots in different locptions also 
reduce risks by inhibiting disease and pest dispersion as well as exploiting 
different micro-climates in this mountainous country. 
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d. The Grenadian Farmer is Aging 

The average Grenadiar farmer is 51 years old. There is 
much greater likelihood that (s)he is over 60 than under 30. This implies 
that (s)he has a rich history of farming experience on which to rely when 
conditions are severe or promising. At the same time, advancing age would 
make him/her reluctant to invest in expanding production of tree crops which 
require many years before production -- 15 years to peak production for cocoa 
and 20 years for nutmeg. Only by the attractive promise of steady profits in 
the long-run can young people be encouraged to enter farming. 

e. 'lhe Grenadian Farmer is Often a Part-Time Cultivator 

Two out of three farmers have sources of income in 
addition to crop or livestock production. 'lhese other sources of income are 
important to meet expenses during the long period between harvest of their 
export crops: farmers are also anxious to employ their labor during periods 
when they have no cultivation requirements. Off-farm income also can carry 
farmers through periods of bad crop prices and can provide capital for farm 
inve~tments or to pay for inputs and hired labor if needed. 

f. The Grenadian Farmer is Market-Oriented 

The typical Grenadian farmer is a member of, or at least 
a supplier to, the major producer cooperative associations for the crops (s)he 
cultivates. (S)He is assertive in pressing those associations to assure him 
the best price possible for his crop at time of delivery and actively seeks 
the inputs and technical services (e.g. pest control) that the associations 
have to offer. In fact, it was largely due to pressures from the country's 
sr.\cll producers that the major export crop cooperative associations for 
bnntlnas, nutmeg and cocoa, came into being. On the other hand these 
associations may be granted a larger portion of the pie than ~ppropriate, 

reducing the farmers' shares. 

g. The Grenadian Farmer Responds to Technical Help 

The Grenadian farmer appears to be a willing client for 
services of the sponsored association and has learned over the years that 
these associations can serve the farmer's interests by building up reserves in 
good market years so as to underwrite his inputs and support sales when 
conditions worsen. (S)He is also prepared to turn to these associations and 
to the Government for help in overcoming some of the technical constraints 
that alone (s)he is powerless to overcome, in order to improve yields and 
income. Among the most evident yield and income constraints to which he looks 
to Go vernment and associations for help on are: 

i.	 market information on prices/quality of produce 
beyond Grenada: 
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ii. better packaging arrangements for bananas; 

iii. improved pasture management for ruminant 
(sheep/goats) livestock; 

iv. pest and disease control; 

v. diagnosis of soil fertility and corrective 
recommendations; 

vi.	 agronomic practices and marketing procedures for 
new crops; and 

vii.	 higher yielding plant stock for both new export 
crops and new and traditional food crops. 

In summary, the Grenadian farmer, though small, is a 
profit~otivated individual, assertive enough to seek income in or out of 
agriculture, and responsive to price incentives and technical improvements as 
long as the long-run and short-run financial risks can be averted. 

2.	 Implications for Project Design 

The economic, technical and social make-up of agricultural 
production and producers in Grenada suggests several considerations for 
Project design. The limiting factors at present appear to be: 1) technical 
constraints -- disease, pests, soils, plant stock -- on production which are 
resolvable by joint public (GOG) and privat~ (producer cooperative association 
action); and 2) market distortions for land, credit and produce which are 
aggravated by a general uneasiness over the course of action to be followed by 
the Interim and soon to be elected Gbvernments. Attention, then, should focus 
and address constraints to greater farm productivity and to freer market 
performance. Among specific measures are the following: 

a.	 :La nd Market Deregulation 

Not only had the previous Government taken over farms to 
operate but it had also legislated regulations prescribing the use and 
disposition of lands by private producers. For example, farmers with more 
than 100 acres were forbidden by law from selling any land at all, perhaps to 
avoid capital flight or to prohibit "selling" lands to family members so as to 
give the appearance that farms were smaller than they were, in efforts to 
avoid expropriation. 

Government controls, however, have precluded farmers 
from selling land to Grenadians anxious to return from a~road with savings 
enough to undertake farming on a small parcel of land near where they were 
raised. Thus, land sale regulation has cut off an inflow of badly needed 
foreign reserves and younger manpower with an interest in farming. Government 
regulation of land sales also crippled farmers' ability to sell off some land 
in order to raise money to finance improvements on their remaining holdings. 
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Given current limited commercial or public financing and sagging international 
markets and prices, the lack of recourse to land sales is crippling commercial 
producers' capacity to maintain their farm roads, drainage systems and 
replanting schedules with a resultant loss in crop yields, quality and market 
ability. 

The current Government legislation regulating land sales and 
otherwise distorting land markets should be reviewed and reformed promptly. 
The deregulation of land markets and return of expropriated lands to owners 
should be a clearly stated policy objective of the new Government of Grenada. 
Guidelines to assure lands suitable for agricultural Use end up in agriculture 
and are not diverted for other purposes is also essential. 

b. State Land Redistribution 

Because part-time farming is so popular (and pr~Gtical) 

in Grenada, it would appear unnecessary to invest much time or manpower in 
assessing the "optimum" size at which Government-owned land should be 
parcelled out to farmers in order to provide them with a 
livelihood. Small one acre or even half-acre plots could be auctioned to 
farmers in units up to five or ten acres depending on how much land they 
already farmed and their capacity to manage more land productivity. 

Tb accelerate transfer of these lands to private management 
and into productive use, GOG attention should focus on prompt surveying and 
titlement of these lands as well as on establishing mortgage mechanisms to 
allow access to these lands by farmers with limited cash to use as down 
payments. Follow-on credit, extension and input services for new land owners 
should also be planned by the Government and producer cooperative associations. 

c. Participation of the Cboperative Associations 

Because they already have a proven performance record 
and some technical capacity of their own, the producer cooperative 
nssociations should be looked to as important partners with the Government in 
conducting research on production constraints as well as in providing 
extension, credit, input delivery and marketing services to producer members. 
Policies to pursue in this partnership between the Government of Grenada and 
the associations would include: 

i. Association participation in applied research 
coordinated by the GOvernment would be contracted on a cost-reimbursement 
basis using funds from the Government of Grenada budget and donor sources. 

ii. Input supply and market services would be charged 
to farmers at cost no subsidies would be encouraged. 

iii. Purchases from farmer producers would be conducted 
at prices determined by the associations in consultation with the Government 
if their funds are used, with the objective of preserving operating reserves 
of the associations over the long run - thus the associations would be free to 
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help farmers in bad market yeaxos by'keeping purchase prices high and drawing 
down reserves, and to assess farmers in good crop years by purchasing at 
prices that will allow reserveA to be restored for future use. 

The implementation of the above three policies 
would be the focus of technical assistance to the associations under this 
Project. 

D.	 Institutional Analysis
 

The institutional analysis is attached as Annex H.
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VI. CONDITIONS PRECEDENT AND COVENANTS
 

The following condit:lons and covenants w~,l.l be includrd in the Grant 
Project Agreement: 

A. Conditions Precedent to D:lsbursemeht 

1. First Disbursement 

Prior to the first disbursement un~er the Grant or to the 
issuance by AID of documentation pur3uant to which d:lsbursement will be made, 
the Grantee will, except as the Parties may otherwise agree in wri.ting, 
furnish to AID, in form and substance satfsfactory to AID: 

(a) An opinion of counsel acceptable to AID, that the 
Agreement ilas been duly authorized and/or ratHi.ed' by, and executed on behalf 
of, the Grantee, and that it constitutes a valid and legally bfnding 
obli.gat:lon of the Grantee in accordance with all of :Its terms; and 

(b) A statement of the name of the person holding or acting 
in the office of the Grantee; and of any additional representatives, together 
with a specimen signature of each person specified in such statement; 

2. Disbursement for Divestiture Fac:l1ftation Fund 

Prior to any disbursement under the Grant, or to issuance ,by 
AID of documentation pursuant to whi ch disbursement wi 11 be made for the ' 
Divestiture Farilitation Fund Component of the Project, the Grantee will, 
except as the Parties may otherwise agree in wrHi ng, furnish to AID in form 
and substance satisfartory to AID: 

(a) Evidence of establishment of a task force, with 
requisite, adequate operational responsibil:lties, to implement this Project 
component; and 

(b) Evidenre of establishment of detailed criteria for the 
selection of sub-grantees and detailed procedures for payment and 
accountability of the funds d:lsbursed for this Project component. 

3. D:lsbursement for Pest Management Unit Component 

Prior to any disbursement under the Grant, or to :Issuance by 
AID of documentation pursuant to which disbursement will be made for the Pest 
Management Component of the Projert, except for technical assistance to design 
this component; the Grantee will, except as the Parties may otherwise agree in 
writing, furnish to AID, in form and substance satisfactory to AID, evidence 
that an environmental assessment/risk analysis has been completed for all 
pesticides proposed for use by the pest management unit and procedures 
established to assure that no unreasonable risk exists with regard to the use 
of pesticides for this Project. 

4. Di sbursement for Marke t Reha~nitati on Component 

Prior to any disbursement under the Grant, or to issuance by 
AID of documentation pursuant to which disbursem~nt will be made for the 
Market Rehabilitation Component of the Project, the Grantee will, exrept as 
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the Parties may otherwise agree in writing, furnish to AID in form and 
substance satisfactory to AID: 

Evidence that detailed work plans, materials specifications, 
and cost estimates have been prepared and approved by the Ministry of 
Construction for all market rehabilitation activities to be accomplished with 
funds provided for this project component. 

B. Special Covenants 

L Dtvestiture 

The Grantee, except as AID may otherwise agree in writing, 
shall. proceed wHh divestment of state-owned or controlled commercial farms 
and state-owned or controlled agri-business firms wtth all deliberate speed, 
with final procedural steps for all such divestiture to occur no later than 
June 30, 1985 or such other date as AID may agree to in writtng. 

2. Fertilizer Distribution 

The Grantee, except as AID may otherwise agree in writing, 
shall, prior to distribution to growers of bananas or cocoa of any fertilizers 
funded under thi s Agreement, furni sh to AID, inform and substance 
satisfactory to AID, evidence of a Memorandum of Understanding between the 
Grantee and the Grenada Banana Cooperative Society and between the G~antee and 
the Grenada Cocoa Association, as appropriate, which contain the specific 
terms and conditions under which individual banana growers or cocoa growers 
may be el i gi ble to receive the fertili.zers provided. This Memorandum of 
Understanding shall contain, among other thi.ngs, mi.nimum level of field 
husbandry, volumes of fertilizers to be made available, and prices to be paid 
in cash or credit. 
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VII. EVALUATION PLAN
 

A final evaluation of project activities will be conducted in November, 
1985. The evaluation will assess the extent to which the objectives of the 
project have been achieved. More specifically, it will examine: 

(a)	 the project's success in facilitating agricultural policy 
definition in order to stimulate private enterprise development. 

(b)	 the impact, both actual and potential, of these policies on 
agricultural production and farmers' income; 

(c)	 the institutional capability of the Ministry of Agriculture to 
provide essential sector support services; 

(d)	 the progress made by the Government of Grenada toward divestiture 
of state owned enterprises; and 

(e)	 the impact of the fertilizer subsidy on increased output of banana 
and cocoa crops. 
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PROJECT CHECKLIST 

Listed below are statutory criteria applicable generally to projects under tile 
FAA and project criteria applicable to individual funding sources: 
Development Assistance (with a subcategory for criteria applicable only to 
loans); and Economic Support Funds. 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 1982 Apropriation Act 
Sec. 523; FAA Sec. 614A;
 
Sec. 653 (b) •
 

(a)	 Describe how authorizing and (a) A Congressional 
appropriations committees Notification has ~een 

of Senate and House have done. 
been or will be notified 
concerning the project; 

(b)	 is assistance within (b) Yes. 
(Operational Year Budget) 
country or international 
organization allocation 
reported to Congress (or 
not more than $1 million 
over that amount)? 

FAA Sec. 6l1(a)(1). Prior to (a) Yes. 
obligation in excess of 
$100,000, will there be 
(a) engineering, 
financial or other plans 
necessary to carry out 
the assistance and (b) a (b) Yes. 
reasonably firm estimate
 
of the cost to the u.S.
 
of the assistance?
 

3. FAA Sec. 611 (a )( 2 ) • If	 No further legislation 
further legislative action action is required. 
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?
 

FAA Sec. 6l1(b); FY 1982 N/A. 
Appropriation Act Sec. 
501. If for water or
 
water-related lnnd
 



resource construction, 
has project met the 
standards and criteria as 
set forth in the 
Principles and Standards 
~or Planning Water and 
Related Land Resources, 
dated October 25, 1973? 

s.	 FAA Sec. 61l( 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 project? 

6.	 FAA Sec. 209. Is project 
susceptit~~ 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. 

7.	 FAA Sec. 601(a). 
Information and 
conclusions whether 
project will encourage 
efforts of the country 
to: (~) increase the 
flow of international 
trade; (b) foster private 
initiative and 
competition; and (c) 
encourage development and 
use of coopelatives, and 
credit unions, and 
savings and loan 
as~ociations; (d) 
discourage monopolistic 
practices; (e) improve 
technical efficiency of 
industry, agriculture and 
commerce; and (f) 
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!ea. 

The project is not 
appropriate for regional 
execution. 

The Project will promote 
privitization of the 
agriculture sector through 
policy reforms and as such 
the project will encourage 
Government's efforts in b, 
d, and e. 



strengthen free labor 
unions. 

8.	 FAA Sec. 60lCb). 
Infonnation and 
conclusions on how 
project will encourage 
u.s. private trade and 
investment abroad and 
encourage private u.s. 
participation in foreign 
assistance programs 
Cincluding use of private 
trade channels and the 
services of u.s. private 
enterprise) • 

9.	 FAA Sec. 6l2Cb), 636Ch); 
FY 1982 Appropriation 
Act Sec. 507. Describe 
steps taken to assure 
that, to the maximum 
extent possible, the 
country is contributing 
local currencies to meet 
the cost of contractual 
and other services, and 
foreign currencies owned 
by the u.s. are utilized 
in lieu of dollars. 

10.	 FAA Sec. 612Cd). Does 
the u.S. own excess 
foreign currency of the 
country and, if so, what 
arrangements have been 
made for its release? 

11.	 FAA Sec. 601Ce). 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 for the production of 
any commodity for export, 
is the commodity likely 
to be in surplus on world 
markets at the time the 
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u.S. goods and services 
will be used 1n the project 
as appropriate. 

No. 

Yes. 

No. 



13. 

14. 

resulting productive 
capacity becomes 
operative, and is such 
assistance likely to 
cause substantial injury 
to u.s. producers of the 
same, similar or 
competing commodity? 

FAA l18(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 
project or program take 
into consideration the 
problem of the 
destruction of tropical 
forests? 

FAA l2l(d). If a Sahel 
project, has a 
determination been made 
that thp. host government 
has an adequate system 
for accounting for and 
controlling receipt and 
expenditure of project 
funds (dollars or local 
currency generated 
therefrom)? 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance 
Project Criteria 

a. FAA Sec. l02(b), 111, 
113, 281(a). Extent to 
which activity will (a) 
effectively involve the 
poor in development, by 
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The initial environmental 
examination recommended a 
negative determinat:l.on. How­
ever, final project design 
includes a component for pest 
control activities for which 
an environmental assessment 
will be pr~pared prior to 
disbursement of any funds 
for this component. 

N/A. 

N/A.
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extending access t~ 

economy at local level, 
increasing labor­
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 
sustained basis, using 
the appropriate U.S. 
institutions; (b) help 
develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
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 
104, 105, 106. Does the 
project fit the criteria 
for the type of funds 
(functional account) 
being used? 

c. FAA Sec. 107. Is 
emphasis on use of 
appropriate technology 
(relatively smaller, 
cost-saving, labor-using 
technologies that are 
generally most 
appropriate for the small 
farms, small businesses, 
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and small incomes of the 
poor)? 

d. FAA Sec. 110(a). Will 
the recipient country 
provide at least 25% of 
the costs of the program, 
project, or activity 
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)? 

e. FAA Sec. llO(b). 
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 
developed"? 

f. FAA Sec. l22(b). Does 
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). 
Describe extent to which 
program recognizes the 
particular needs, 
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 
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participation in 
governmental precesses 
essential to 
seIf-government • 

2.	 Development Assistance Project 
Criteria (loans Only) 

a. FAA Sec. l22(b). 
Information and 
conclusion on capacity of 
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? 

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)? 

3.	 Project Criteria Solely for 
Economic Support Fund 

a. FAA Sec. 53l(a). Will 
this assistanc~ promote 
economic or political 
stability? To the extent 
possible, does it reflect 
the policy directions of 
FAA Section 102? 

b. FAA Sec. 53l(c). Will 
assistance under this 
chapter be used for 
military, or paramilitary 
act!vities? 

N/A.
 

Yes. 

No. 
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c. FAA Sec. 534. Will ESF 
funds be used to finance 
the construction of the 
operation or maintenance 
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 
commodities are to be 
granted so that sale 
proceeds will accrue to 
the recipient country, 
have Special Account 
(counterpart) 
arrangements been made? 

No. 

N/A.
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5C(3) - STANDARD ITEM CHECKLIST 

Listed below are statutory items which normally will be covered routinely in 
those provisions of an assistance agreement dealing with its implemetation, or 
covered in the Agreement by imposing limits on certain uses of funds. 

These items are arranged under the general headings of (A) Procurement, (B) 
Construction, and (C) other Restrictions. 

A. Procurement 

1.	 FAA Sec. 602. Are there arrange­ Yes 
ments to permit U.S. small business
 
to participate equitably in the furnishing
 
of goods and services financed.
 

2.	 FAA Sec. 604(a). Will all commodity Yes 
procurement financed be from the U.S 
except as otherwise determined by the 
President ,~ under delegation from him? 

3.	 FAA Sec. 604(d). If the cooperating country Yes 
discriminates against U.S. marine insurance 
companies, will agreement require that marine 
insurance be placed in the U.S. on commodities
 
financed?
 

FAA Sec. 604(e). If offshore procurement N/A 
of agricultural commodity or product is to be 
financed, is there provision against such pro­
curement when the domestic price of such 
commodity is less than parity? 

5.	 FAA Sec. C08(a). Will U.S. Government excess Yes
 
personal property be utilized wherever practi ­

cable in lieu of the procurement of new items?
 

6.	 FAA Sec. 603. (a) Compliance with requirement Yes
 
in section 901(b) of the Marchant Marine Act of
 
1936, as amended, that at least 50 percentum
 
of the gross tonnage of commodities (computed
 
separately for dry bulk carriers, dry cargo
 
liners, and tankers) financed shall be tran­

ported on privately owned U.S.-flag commercial
 
vessels to the extent that such vessels are
 
available at fair and reasonable rates.
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7.	 FAA Sec 621. If technical assistance is financed, ~s 

will such assistance be furnished to the fullest 
extent practicable as goods and professional and 
other services from private enterprise on a contract 
basis? If the facilities of other Federal agencies 
will be utilized, are they particularly suitable, 
not competitive with private enterprise, and made 
available without undue interference with domestic 
programs? 

8.	 International Air Transport ~s 

Fair Competitive Practices Act, 1974. 
If air transportation of persons or 
property is financed on grant basis, will 
pro'~sion be made that U.S.-flag carriers will 
be utilized to 
available? 

the extent such service is 

9. FY 79 App. Act. Sec. 105. Does the contract for 
procurement contain a provision authorizing the 
termination of such contract for the convenience 
of the United States? 

~s 

B. Construction 

1. FAA Sec. 60l(d). If a capital (e.g., construction) 
project, are engineering and professional services 
of U.S. firms and their affiliates to be used to 
the maximum extent consistent with the national 
interest? 

~s 

2. FAA Sec. 61l(c). If contracts for construction 
are to be financed, will they be let on a compe­
titive basis to maximum extent practicable? 

Yes 

3. FAA Sec. 620(k). If for construction of produc­
tive enterprise, will aggregate value of assistance 
to be furnished by the U.S. not exceed $100 million? 

Yes 

C. Other Restrictions 

1. FAA Sec. l22(e). If development loan, is interest 
rate at least 2% per annum during grace period and 
at least 3% per annum thereafter? 

N/A 

2. FAA Sec. 30l(d). If fund is established solely 
by U.S. contributions and administered by an 
international organization, does Comptroller 
General have audit rights? 

N/A 
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3.	 FAA Se~. 620(h). Do arrangements preclude Yes 
promoting or assisting the foreign aid 
projects or activities of Communist-bloc 
countries, contrary to the best interests 
of the U.S.? 

4.	 FAA-Sec. 636(i). Is financing not permitted to be 
used, without waiver, for purchase, long-term lease, 
or exchange of motor vehicle manufactured outside 
the U.S., or guaranty of such transaction? 

5.	 FY 1982 Appropriation Act, Sec. 511. Will assis­ No 
tance be provided for the purpose of aiding 
the efforts of the Guvernment of such country 
to repress the legitimate rights of the popula­
tion of such country contrary to the Universal
 
Declaration of Human Rights?
 

6.	 Will arrangements preclude use of financing: 

a. FAA Sec. 104(t). To pay for performance Yes 
of abortions or to motivate or coerce 
persons to practice abortions, to pay for 
performance of involuntary sterilization, or 
to coerce or provide financial incentive to 
any person to undergo sterilization? 

b.	 FAA Sec. 620(g). To compensate owners for ~s 

expropriated nationalized property? 

c.	 FAA Sec. 660. To finance police training Yes 
or other law enforcement assistance, except 
for nurcotics programs? 

d.	 FAA Sec. 662. For CIA activities? Yes 

e.	 FAA Sec. 636(i). For purchase, sale, long­ ~s 

term lease, exchange or guaranty of the sale 
of motor vehicles manufactured outside U.S •. 
unless a w~iver 1s obtained? 

f.	 FY 198~ Appropriation Act, Sec. 503. To p~y ~s 

pensions, annuities, retirement pay, or adjust 
service compensation for military personnel? 

g.	 FY 1982 Appropriation Act, Sec. 505. To pay Yes 
U.N.	 assessments, arrearages or dues? 

FY 1982 Appropriation Act, Sec. 506. To carry Yes 
out provisions of FAA section 209(d) (Transfer 
of FAA funds to multilateral organizations for 
lending? 
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FY 1982 Appropriation Act, Sec. 510. To 
finance the export of nuclear equipment, 
fuel, or technologyor to train foreign 
nationals in nuclear fields? 

Yes 

j. FY 1982 Appropriation Act, Sec. 515. 
be used for publicity or propaganda 
purposes within U.S.not authorized 
by Congress? 

To Yes 
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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 Government of Grenada has both the 
financial capacity and the human resources capability to effectively utilize 
and maintain goods and services procured under the proposed capital assistance 
grant project entitled Grenada Agricultural Sector Revitilization. 

This judgement is based upon the implementation record of externally 
financed projects, including AID-financed projects, in Grenada, the 
commitments from the Government of Grenada and the quality of the planning 
which has gone into this project. 

(Signed) LJJ~~JJe~ 
Director 

(Date) 
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lit No. . MINISTRY OF AGRJCUL'I1JRE. 
r. npIJUI .. ,bo'e RURAL DEVELOPMENt 
NlDbw ... dale or dlI. AND CO-OPERADVIS 
IettIr abould be quoted. ST. GEORGE'S, 

GRENADA, W'" 

JUly 17, 1984 

Hr. James Habron
 
Associate Director tor Grenada
 
Agency tor International Development
 
P.O. Box 54
 
St. George's
 
GRENADA
 

Dear I~r. Habr-on, 

The purpose of this letter is to request an AID Grant 
in the amount of $1.964 million to assist in t~e revitiliza­
tion of agricultural production and employment in Grenada. 

The AID Grant will be used to implement a specially 
designed project, aimed on the one hand, at fostering a policy 
environment offering positive incentives to farmers and agri ­
bushess firms ~ and, on the other hand, strengthening the 
capacity of the Ministry of Agriculture, Natural Resources and 
Industrial Development to provide essential support services 
to the ~rivate agriCUltural sector. Elements of the project will 
support improving the management and control of pest and diseases 
in the state: providing incentives for greater and better use 
of fertilizers in major crops~ rehabilitating the public market 
facilities in St. George'8~ and establishing incentives for 
immediate private investment in recently divested agricultural 
lands. In addition, the AID Grant will enable significant levels oj 
technical assistance in the areas of policy analysis and production 
techniques. 

We are pleased with the interest USAID has demonstrated 
in the agricultural sector of Grenada, and we look forward to 
your favorable consideration of the request for assistance con­
tained in this letter. 

Yours Sincerely, 

.Q.,~ ~~...Q': ':.~(~~(~:1~ ) 
Arnold Cruickshank ~ 
Member of Interim Council for 

Agriculture, Natural Resources 
& IndustriAl Development 

!jo 



t';;vJt:~ i ucSIGN 5Ur.iM,;n·, L.'. 01 I'",.;t. 
LOGICAL FRAMEWORK F'omFV 

Toa.! U.S. FU~'1lQ 

10 FY 
_ 

h JI'.:t Till. & Numbcl; __GRrnADA. l\GRI__aID__rrI.JRI\L SECl'OR_HE_:;\,i_i'I_T_II_.I_Zl\_T_I_ON_P_mm:T _ 
DaLl'rlpar.a: _ 

NARRATIVE SUMMAfiV OBJECTIVE LV VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTlOt.S .. . . 
l. 'Joa1 1. To 00 Ireasured by percentage 1- National agricultural statistics. l. 1'b natural disasters and-­ increase in a:mrodity outputs and stable investItEnt 

ne project goal is to increase t:re a decrease in range of prices envizonnent. 
productivity and incares of pri,,-ate reoeived for c:x::mtIXlities. 
agricul tural sector en~preneurs and 
;o.orkers in Grenada. 

2. Purpose 

'lbe project purpose is to: 

a. Ie-estabUsh a ?=lUcy err..i..ronnent a. By the end of the project, the a. 'n"ese ?=lUcy changes may be veri­
-'olhich provides ?JSitive incentives QX; will have analyzed and fied by a review of the a:1alytical 
to private agriculture sector prarulgated rew ?=llicies reports; laws, decrees and adminis­
entrepreneurs to enploy requisite regarding: trative regulations. It is not 
levels of labor and capital in anticipated that CXXl\>lete il!plem:m­
fanning and agro-indust.I:y; - disposition of the state tatioo of the changes will have 

faIlTS; been eatpleted upon tennination of 
- role of the NatiCXlal Market­ the project; however, it· is 

ing and II!p:)rting Board: expected that enabling legislative 
- en; relationships with the or administrative decisions will be 

a:rmodity As..."'Xiations; and accx::rrplished, inplerrentation plans 
- divestiture of GJveInnelt will be aOOpted and the inplenenta­

a.ned agro-industrial tiCXl process will be actively 
enterprises: underway; 

b. Build technical and managerial b. By the end of the project b. 'lrese achieverents will be evidence 
capacity in the private sector programs within the private by reviewing the financial accounts 
producer cooperative associations producer CXX>[:erative associa­ of the producers' associations and 
to provide cost-effective services tions will be providing the charters of any reIN ones: 
tc> netbers for production. (e.g. inproved prrouc.tion and market- Ministry of Agria.ll.ture· s organiza­

input supply, pest exxttrol) and ing services at cost to parti­ tiCXl and staffing pattem, as well 
narlteting (e.g. alternative sales cipating rreri:.ers in such areas as the recurrent bud:]et 
channels, va1JJe-adding activi~: as fertilizer supply, rat and allocations; 

.and insect pest and disease . ,­
trol, packi.~ and haOOling of ' ItJ 
produce: PI 

I..Q 

To strengthen the capacity in the By the end of project, the}CA IDA xeooJ:ds. CD 
c. c. c. 

Minist.I:y of Agriculture to provide Statistical Unit will routinel.:t .... 
essential sector ~rt services, oollect, tabulate and distrib­ 0notaJ;llv P1annina policy fomu­ ute key sector data: and tie ", HI
lation and technology develq:uent ~CA Planning Unit will be per­
and diffusiCXl. fonning tre functions of ~ 

ncnitori,nJ sector prograns, 
collecticin/analysis of key 
data on sector pe:tfonnanc:e, 
sector polk'.! foi:m.:lation and 
Ministxy budgeting. 

, 



3.	 Mputs 

a.	 'nE.major portial of c:x:mrercial 
agricultural land r'DIi owned by the 
Gc:Jvemnelt will be farrced by 
private individuals; 

b.	 '!he follawing state-olllled entex­
prises will be divested to private 
investors or cla;ed d:M1: 

- canning plant;
 
- ice-cream plant;
 
- spice plantJ
 
- (Dffee plant;
 
- livestock. fann;
 
- fishing a:mpany;
 

c.	 '!he incidence of pest and disease 
d<mIage in cocoa and bananas will 
be ueasurably reduced; 

d.	 Public m&rket facilities in St. 
George's will be rehabilitated; 

e.	 At least ~OO ,000 in matching 
grcK1t assi.stanoe will have been 
exterided to private investors 
benefiting fran divestiture of 
state 0ItIled enterprises• . 

4. ~ 

- 45 worlt nrr.dls of lcng-tenn 
techni.cal assistance; 

- ~ 1Ia:k DDlths of short-tenn 
teChnical assistance; 

- $700,000 in sub-p:roject activities; 
- $400,000 in divestiture grants. 

, 

, 



---

I ANNEX F 
ACflOh AID IN10 AM! DCM Page 1 of 2 

10Zfi ZCZCWNOt?l ~UL I 8 1931j LOC: 03 1~~ 
FJ- P.UlIlWN ltl JUL ~4 2245 
~:. RVEEC _W731 1~~c2~7 eN: ~l~~iZ 
,t\}{ UUUUU ZZl; CliRG: AI11 
F 17~~bB~ JUL e~ DI&;Tt AID 
~r ~ICSTAtI ~AShDC
 
iO AMIMBA88Y ERIDGITOlN PRIORITY b8~4
 
.t?:
 

. •• uhCIAS STATE 2i)97~1 

AIDAC 

1.u. 1~3bf;: N/!
 
TAG~:
 

~UEJEC~: GR1NADA AGRICULTURAL ~lCTOP. RIBAPILITATION
 
(t.3E-.,ra~t) 

J. LAC/DR CEIl} ENVIRON~ENTAL OI~ICIR CONCU~KrD ~ITh
 

!hU ~IGNID A~INlID lIE R!COMMINDING POSITIVI
 
l~VIRO~MI~TAL ihRiSHOLL DECISION lOR flSTIClDIS
 

KW¥t r0~}Or·}~~'I Ol~ JULY l;J, 19~~. 

~. COPIE~ or INVIRONM1N~AL OFFIC1R'& DEC~ION EEI~G
 
}-OUChED. DAM
 
E'l'
 
~~?~l 

ACTION ) INFO 
UN CLA~S nIl r,
 

AC,)'fl :I
 

OIR I ..........
 
A/OIR
 I '--

PROG I-
ECON I 
CONT I 
RLA I 

MH ... F .. ,...."'Icoo 

AGRI I
 
EOUC I

fin. HLTH I 
JAO I 
DUE: 0+ It,, \'ifj 
TAKEN: 
r 

SIGN: 

uu
 



PROJECT LOCATION:
 

PROJECT TITLE:
 

FUNDING:
 

LIFE OF PROJECT:
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INITIAL ENVIRONMENTAL EXAMINATION 

AMENDMENT NO.1 

Grenada 

Grenada Agricultural Sector Rehabilitation 
(538-0005) 

FY 1984 - 2.0 million, Grant 

One and One Half Years 

DATE:
 

ENVIRONMENTAL ACTION
 

RECOOMENDED:
 

CONCURRENCE: 

Michael G. Huffman 
Capital Development Office 

July 10, 1984 

This Project will concentrate primarily on 
policy analysis and institutional 
development activities. However, the Crop 
Protection sub-activity will help establish 
a Ministry of Agriculture Pest Management 
Unit. The sub-activity will provide 
technical assistance and equipment, but not 
purchase pesticides. Nevertheless, a 
Condition Precedent to disbursement under 
the Crop Protection sub-activity will be 
included in the Grant Agreement requiring 
the conduct of an appropriate Environmental 
Assessment or a Risk/Benefit Analysis on all 
pesticides proposed for use by the Pest 
Control Unit. No disbursement will be made 
under the sub-activity until AID/W has 
approved the Assessment or Analysis. 
Therefore, a positive determination is 
recommended for the Crop Protection 
sub-activity and a negative determination 
for the rest of the Project. 

William B. Wheeler 
Mission Director 
USAID, 
Regional Development Office/caribbean 

DATE: 
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TECHNICAL SERvrcES 

TERMS OF REFERENCE 

BACKGROUND 

As a result of events which took place in October, 1983, an Interim 
Governmr:nt assumed power i.n Grenada, pendlng an election late i.n 1984. The 
Interim Government of Grenada (GOG) wishes to effect a number of agricultural 
sector policy changes, to reorganize the public sector support services and 
increase private sector involvement, aimed at revitalizlng the economy. To 
help the GOG with this effort, AID has designed the Grenada Agricultural 
Sector Revitalization Project (The Project). 

Because of the urgent need to move forward, particularly with regard to 
the GOG effort to examine a number of policy issues, AID deci.ded that 
technical assistance should be prrvided on an acceler~ted interim basls until 
The Project could become operatlonal. To accomplish this, a four-month IQC 
Work Order was signer with Development Alternatives, Inc. This effort will 
expi.re at the end of August 1984. 

The work inltlated under the IQC Work Order will be continued under The 
Project. It ls assumed that the four tasks undertaken by the present 
contractor will be mostly completed by the end of August. The tasks whlch 
have been assigned to Development Alternatives under an IQC Work Order consist 
of the following. 

A.	 Assess and recommend regardi ng the di sposit i on of agri.culture land 
owned, controlled and/or managed by the GOG. Sub-tasks include: 1) 
identify and describe the utilization alternatives of the land 2) 
analyze the alternatives vis a vis public welfare, and 3) develop a 
plan of work for divestiture. 

B.	 Assess and recommend regarding the disposition of Government owned, 
controlled and/or managed enterprises related to agriculture, 
forestry, and fisheries. Sub-tasks include 1) inventory and assess 
the performance and potent i.a 1 of the enterpri.ses and reconunend 
whether to immediately divest, divest in the future, or close down, 
2) reconunend straregies for di.sposing of individual enterprises, and 
3) recommend how to operate or maintain enterprises until divestment 
is affected. 

C.	 Assess and recommend regarding the private and publ.i.c organizations 
engaged i.n marketing agdcultura 1 products and provi.di.ng 
agricultural inputs. Sub-tasks include 1) inventory of all 
organizations engaged in agricultural marketing and assess vlability 
of each in the present political-economic environment, 2) recommend 
for restructuring the Marketing and National Importing Board (MNIB) 
to service. the pri vate sector and recommend improvi.ng the 
performance of the commodity associat:f.ons, 3) recomlllend other policy 
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and financial changes that will foster the growth of private firms, 
and 4) assess availability and make recommendations relating to 
marketing support services -- which are most appropriately provided 
by private enterprises and which by the government. 

D.	 Assess and recommend regarBing the organizational structure of the 
Ministry of Agri eulture. Sub-tasks include 1.) assess Mi.nistry 
structure to promote effeetively increasing the value of traditional 
export crops and expanding divestification and 2) recommend for 
reorganization to serve development needs and to provide support 
services to the private producers. 

OBJECTIVE 

The objective of the technical services to be provided through the 
Project is to reform agricultural pollcy to enable the sector to be more 
responsive to market forces. 

STATEMENT OF WORK 

To achieve the objective set forth above, the following interrelated 
tasks will be performed. 

Task I: 

The contraetor shall work w:lth those Government representat1.ves charged 
with the implementation of divestiture of lands not recommended for 
retent.i.on by the GOG. The contractor shall. assi st the Ministry of 
Agri.culture, as requ:l.red, to del i.ver publf c sector servi.ce support for 
the recently divested lands, ineluding impl.ementa~ion of the Divestiture 
Facilitation Fund (DFF). 

The	 cont ractor shall ac t as a consultant to the GOG in moni tori.ng 
accomplishments, identifying problems, and assisting with resolution of 
those problems. 

Task II: 

The contractor shall work with those Government representatives charged 
with implementi.ng the deci.si.ons of the Sped a I Commi.t tee for Parastatal 
Bodies and with the private sector development advisor from the Project 
Development Assistance Project (PDAP) to accomplish the divestiture or 
dissolvement already in progress. 

In assi.sti.ng w:l.th this task, the contractor, with the PDAP advisor, will 
identify problems and assist with the resolution of those problems. 
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Task III: 

The Marketing and National Importing Board (MNIB) 

The contractor shall work wi.th the General Manager of the Board of 
Directors and the private sector to prepare specific proposals to 
restructure or redirect the MNIB to its activities and resources. This 
will include working cooperatively with the Ministry of Agriculture and 
the Mini.stry of Trade to identHy activities that should be termin.qted, 
redirected or maintained, in order to support the agricultural private 
sector. In accomplishing this task, the contractor shall give careful 
consideration to recommendations made under the IQC Work Order and 
promote the accomplishment of those recommendations, if appropriate. 

Within the above broad lines, the contractor shall assist MNIB to: 

Study other maketing boards in the Caribbean to benefit from their 
experience, successes and failures. 

Establish a marketing intelligence system within the MNIB to provide 
farmers and traders with commentary on current and expected farm 
gate prices, market conditions, export/import opportunities, etc. 

Establish a marketing opportunity identification unit within the 
MNIB to undertake basic market research and intra- and extra­
regional markets that will be accessible to interested private 
sector entreprene~rs. 

Provide assistance to groups of traders and/or farmers wishing to 
exploi t the advantages of group/cooperation marketing activUi.es. 
Conduct an inventory of existing and needed marketing facilities for 
the expansion of available fresh produce for domestic and export 
trade. 

Act as a transportation tariff negotiating agency on behalf of 
farmers and traders, to negotiate with airlines and shipping 
agencies for better freight rates. 

Set up export grades and standards for fresh produce and provide 
quality control programs at point of export. 

De termine need of appropri ate experti.se in pos tharvest technology to 
assist traders /farmers overcome probl ems associated with gradi.ng, 
packing and storage of fresh produce. 

The Commodity Associations 

The contractor shall work wHh the General Managers and Boards of 
Directors of the four Commodity Associations to prepare specific 
proposals and a plan of action to implement the recommendations 
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developed under the lQC Work Order to improve the operations and
 
performance of the associations. Specifically the contractor shall
 
assist the associations with the following:
 

Assist nutmeg and minor spices boards to determine feasibility of 
merging to increase marketing capabi l:f ties (of minor spices). 

Assist three major commodity associations (banana, nutmeg, cocoa) to 
determine areas where it is feasible to merge acUvities in order to 
improve efficiency of operations, reduce overhead and increase 
market capabilities. 

Develop an appropriate system to computeri ze accounts of commodi.ty 
boards (either i.ndividual1.y or merged) to streaml.i.ne the management 
system and introduce appropriate training program for operators. 

Assess present system of fertilizer and pesticide distribution 
programs and assist commodity associations to develop more 
appropriate d:lstri.buti on methods, i.f warranted. 

Assist the banana and cocoa associations to establish procedures to 
distribute to their members the fertilize, to be made available to 
these associations under the Enhanced Fertilizer use in major crops 
sub-project activity. 

Help to set up a regular collection of relevant international spice, 
cocoa and banana publications to study future market trends and 
impl.i.cations for the commodi.ty boards' products in Grenada. 

Investigate new processing or forms of packaging products (e.g. 
nutmegs, minor spices) that will increase product sal.es in more 
specialized markets (health food stores, package-your-own, 
supermarket sales, etc.). 

Work with the Banana Board to increase supply of bananas tn the U.K. 
under the allocated quota market and at the same time increase 
utilization of rejects (over ripes, small hands, other varieties, 
etc.) for regional markets. 

To i.ncrease incenti.ves to banana/fruit growers, look into the 
feasibility/legality of the Banana Board utilizing existing 
facilities for collecting and exporting of other available Grenada 
produced fruits to nearby markets by air and sea transport (mango, 
paw paw, banana rejects, etc. to Trinidad, Barbados, etc.) 

Task IV: 

The contractor shall assist the Ministry of Agriculture with appropriate 
analysis to facilitate the efficient delivery of services and optimal 
utilization of resources of the Ministry. This may include 
reorganization of certain units within the Ministry, redefining the 
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tasks of others, and otherwise re-orient the operations of the MOA to 
support services required by private agricultural producers and 
marketers. 

The contractor shall inventory existing policies which affect 
agricultural production and marketing and with available data evaluate 
the policies in terms of efficiency, effectiveness and equity. The 
contractor shall formulate recommendations for improvements in policy 
and in the implemenring instruments and shall esti.mate the first-round 
impact on the changes on production, consumption and on producer And 
consumer welfare. Among the policy instruments to be analyzed are 
consumer subsidies, producer price supports, public food distribution, 
import/export taxes and cnntrols, and foreign currency controls. 

The contrdctor shall C'ri tically assess the informalion needs of the 
agricultural sector and rec~mmend the appropriate entities to develop 
and maintain the information. The contractor shall work with the 
Ministry in areas appropriate to it, and with other organizations and 
firms where appropriate, to establish data collection and information 
systems, possibly including enterprise budgets and regular market 
information. 

The cqntractor shall provide in-service training to Ministry, 
associations and MNIB personnel in the areas of economic and policy 
analysis. 

LEVEL AND QUALITY OF EFFORT 

The contractor shall field two long-term specialists in Grenada for 
concurrent tours of duty of eighteen months. The first long-term special i.st 
shall be an agricultural economist with experience in production and marketing 
research, polf cy ana lys is, and organfza ti onal development. Thi.s person shall 
have superior communication and organizational skills. The second long-term 
special ist shall be an expert in agricultural marketing operations with 
experience in trading agriC'ultural commodities. 

The economist will be primarily responsible for Tasks I, II, and IV 
while the marketing expert will be primarily responsible for Task III. The 
contractor shall provicl~ short-term assistance of other specialists to 
compliment the skills and abilit.ies of the long-term specialists. These 
specialists will include but not be limited to the following: 

Organizational development specialist to assist w.ith 
Tasks III and IV. 

Computer specialist to assist with Task III and IV. 

Spice markettng speciali st to assist with Task II. 
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A total of up to fifteen person/months of short-term assistance may be 
required of the contractor. In addition, an estimated $100,000 has been 
earmarked for the purchase of Ministry and associations' support materials and 
equipment. 

. The estimated cost of these technical services is $133,000 per year for 
long-term and $10,000 per month for short-term, for a total of $650,000 when 
the equlpment purchases are included. 

RELATIONSHIPS AND RESPONSIBILITIES 

The contractor will receive general guidance from the USAID 
Representative in Grenada and day-to-day supervision from the USAID/G officer 
responsible for agriculture. The contractor shall accomplish the work in 
close collaboration with counterparts designated by the Minister of 
Agriculture and shall Ii ai se in all relevant matters wi th the Sped al Project 
Coordinator of the MOA. 

The willingness of the other entities to cooperate must be won by 
demonstrated professional competence and human sensit:f.vity. 

REPORTS 

Each long-term specialist shall submit a report monthly which briefly 
summarizes the nature of all activities undertaken during the period. In 
addition, each long-term specialist will provide quarterly written reports 
summarizing the status of the work in progress and describing accomplishments 
achieved during the quarter, as well as other reports as required frnm 
time-tn-time. The short-term specialists will submit interim reports as 
required if the consultation is provided for more than thirty days. All 
personnel, long- and short-term, shall provide the Miss:f.on :f.n form and 
substance satisfactory to the Mission a final report of the work accomplished. 



ANNEX H 
Page 1 of 17 

A.	 Institutional Analysis l / 

1.	 Planning Capabilities, Function and Organizatton for the 
Agriculture Sector 

The planning function in Grenada is undergoing a radical change 
in content, ph~losophy and direction. Under the People's Revolutionary 
Government (PRG), a key governmental objective was the i.nstHutionali.zation of 
a strong cen. ralized planning capability. A planning department was created 
in a consolidated Ministry of Finance, Planning and Trade, headed by a 
Director-General. A planning office was set-up in the Ministry of Agri~l1lture 

although it never got around to acting as such before the 1983 coup. 

No national or agricultural sector plan was ever produced under 
the PRG. HowEver, a Public Sector Investment Program (PSIP) was generated to 
cover the three year period 1984 - '86. This investment program is summarized 
in the COB Economic Memorandum on Grenada, January 1984. This PSIP became the 
basis for a revised version put forth in this same economic memorandum. It 
lias been adopted as the investment program by the Interim Government. 

In both the PRG's, PSIP, as well as the revised program adopted 
by the Interim Government, the agriculture sector has a large share of the 
proposed new project cap.ital commitment. WIthin the productive sector several 
programs and projects would appear to be the Ministry's responsibility given 
its new organization (see below for a description of the merging of the 
Ministries of Agriculture and Industrial Development): a wide variety of 
projects under several agriculture sector loans totalling 13.4 million 
including; the Sugar Industry Rehabilitation Project, 1.6 million; the 
proposed Industrial Estates Project, 3 million; and the Industrial Credits 
Project, 2.5 million. 

The	 exact method for implementing, monitoring and controlling 
this	 ambitious investment program is not wholly clarified. The Interim 
Government has proposed a "temporary arrangement" whereby an "overall PSIP 
Coordinator" wlll be appointed \IIho w.f 11 report directly to the Chalrmall. 
Attached to each Mini.stry wi 11 be a "Sector Program Coordinator" who w:f.ll 
liaise wHh the Permanent Secretary and report to the overall PSIP 
Coordinator. Neither the overall coordinator or the sector coord:f.nators have 
been appointed as yet. Since there are at least two other organizational 
units in place that may well playa role in monitoring both these projects and 
other aspects of sector performance, there would seem to be some overlap in 
responsibilities. 

The Ministry of Planning (actually this is not an independent 
Ministry but one of three groups or "departments" under the Ministry of 
Finance, PJanning and Trade) is currently structured essentially as it was 

1/	 This Analysis resulted from work performed by 
Dr. Harold Cline in March, 1984. 
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under the PRG (see the Ministry's Organization ~hart). Some personnel shifts 
have taken place. Of parti~ular interest, however, to agriculture sector 
planning is the continued vacancy of the Agriculture Planning Officer position 
in the Macro Planning Unit and the Agricultural Projects Officer in the 
Project Development Unit. 

The Management Information System (MIS) function, statistlcal 
capability and the Government's primary computer system and support personnel 
are lodged ina "Data Resource and Informat i on" unit wHhin the planning 
organization. With the exception of this group there should be about ten 
professional personnel within the Technical and Economical Cooperation Unit, 
Projects Development Uni t and Macro Planning UnH. It does not appear that 
this planning department wil.l undertake any exercise in national planning 
within the next year. Currently, there is an OAS project initiated just 
before the intervention to develop a national accounts system. When this is 
in place it is anticipated that a five-year plan will be developed covering 
1986 - '90. 

There is a recognition that the planning role will diminish to 
that of a "support function". During the short-term the tasks that are 
envisaged for the planni.ng function appear to have a decided "project" 
orientation, particularly as it relates to the agriculture sector. The 
Director-General of Planning anticipates that his department will maintain all 
manner of capability in project management, but expects to have specific 
responsibility for project analysis, evaluation and monitoring. In his view, 
the MOA would not maintain such capabilities but would be involved in project 
identification and specification/preparation. He is in the process of 
prepari.ng a uniform format to be used by the MOA and other Mini.stri.es for such 
purposes. He antici.pates that his office would be able to provide ap~istance 

in these tasks as well, but his units would take the leading role in assessing 
project trade-offs (i.e. prioritizing, ranking project alternatives) obtaining 
financing and even locating and designating appropriate technical personnel 
from both within the Government as well as donor agencies ~o accomplish 
project design and implementation. 

This planning unit is currently installing a computer-based 
project management system (using a canned program) for project monitoring 
purposes. Actual data on project progress presumably would be obtained from 
the MOA's planning unit which in turn would gather relevant data concerning 
project progress under its jurisdiction. 

This task division between the Ministry of Planning and the 
function within the MOA is not yet assured. The council does not appear to 
hEve dealt with this issue decisively as yet. That is, the degree to which 
planning and project management responsibility will or will not be vested in 
the MOA as opposed to the Central Planning Office has not been decided. 

Much of the proposed investment program is concerned with 
development of the agricultural infrastructure, private agri-business support, 
the encouragement of domestic industrial investment and the generation of new 
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product/market possibilities for new enterprises. All these functions would 
appear to fall in some part under the responsibility of the newly combined 
Ministry of Agriculture, Industrial Development and Fisheries. There is some 
concern within the council that there will be too much fragmentation of the 
planni.ng function among Mini stries. 

1.1 Organization of the Ministry 

The Ministry of Agriculture, Rural Development and Cooperatives 
has been merged with what was formerly the Mini.stry of Industri al Develnrlllent 
and Fisheries. It is intended that all. fisheries activities will be moved 
into the agdcultural portion of this combined Ministry. The remai.ning 
industrial development agency (or unit) and the newly designated Grenada 
Agro-Industrial Research and Development Center (formerly the Produce Chemist 
Laboratory) will be kept separate with both reporting to a "General Manager" ­
a title that is meant to be equivalent to a "Director" in other departments of 
the Ministry. This latter director also currently has responsibility for 
overseeing Grenada Dairies Limited (of which he is the Chairman of the Board), 
Agro-Industries Limited (comprising spice processing, coffee processing and 
food and vegetable processing, the latter two being dormant at this time) and 
the Grenada Sugar Industries Corporation (which heretofore was one of l"he 
state bodies overseen by the MOA). These parastatal bodies eventually are 
expected to be either shut down or divested to the prJvate sector. 

The Industrial Development Department will be responsible for 
processing applications and/or proposals emanating from the private sector for 
establishing light manufacturing businesses. An Industrial Development 
Committee is in the process of being formed. The Industrial Development 
Department will bubmit reviewed proposals to the commHtee which, in turn, 
will make recommendations regarding the acceptability of submissions to the 
Council (see appended d~scription of the committee and its terms of 
reference). Committee members will be technical personnel representing the 
various Ministries. Those businesses that are favorably considered will be 
encouraged to set-up facilities provided under the Industrial Estates Project 
(see discussion of the PSIP above). 

The agricultural portion of this new Ministry is being 
restructured particularly with a view to reduce governmental involvement in 
production activities. The parastata1 bodies are undergoing review. A 
special committee has been set-up which includes a CDB advisor, to recommend 
what ought to be the disposition of each parastatal. The terms of reference 
for this committee are currently being worked on by the Director-General of 
Finance. Action has already been taken on some parastatals. The Grenada 
Forestry Corporation will change its status and ib being set-up as another 
department within the MOA under the Chief Technical Officer (CTO), a position 
currently vacant. The Grenada National Cooperative Development Agency, 
formerly a MOA state body, has been moved to the Ministry of Womens' Affairs, 
Community Development, Youth and Sports (see appended Organizatlon Chart of 
the currently-constituted MOA). 
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The Grenada Farms Corporation also is currently under review. 
A committee comprised of MOA officials has met and already made 
recommend~tions for the disposition of some nineteen parcels, most of which 
were acqui)~ed under the Land Development and Utilization Law of 1980. Over 
3,400 acres accounting for ten of the largest farms can revert to their 
previous owners as title transfer will not entail any further financial 
considerations on either side. Also, the recent acquisition of these lands 
made identification and location of former owners an easier task than 
confronts the committee in other cases. 

A planning function within the MOA was only activated recently 
under the latter phases of the PRG; nor has the Planni.ng Office performed that 
function as yet. The current head of the planning unit prepared a job 
description under the PRG. The current status of the planning unit, its 
relationships with other MOA departments, other Ministries, parastatals and 
the Mi.nistry of Planning, all have not been clearly defined. The vagaries of 
the role of planning at the national level are reproduced at the agriculture 
sector level as well. 

Another planning activity, however,is in place: The National 
Agri.cultura1 Planni.ng CommHtee (NAPC). Th:fs advi sory committee also has 
three subcommittees: marketing, research and extensi.on. Although a permanent 
chairman has not been appointed to the committee as yet, there are 
subcommittee chai rmen and both the commHtee and its subcommittees have 
already met to organize themselves. The purpose of this committee and its 
subcommittees is to provide a vehicle whereby the various actors in both the 
public and private sector can provide inputs to the MOA concerning sector 
operations and policy orientation. Heavy emphasis wi.ll be placed on promoting 
extensi.on services, thus providing a means for disseminati.ng information from 
the MOA to the sector. 

The operating effectiveness of the MOA is exacerbated by a key 
managerial vacancy: there is no Chief Technical Officer (see Organi.zation 
Chart of the Ministry). This individual should be runni.ng the day-to-day 
operations of the Ministry. All department heads should report to the CTO. 
Thi.s position has been vacant for two years. Tn this circumstance, the 
current and previous Minister utilized the designated head of the Planni.ng 
Uni.t to fill some of the responsibilities of the CTO. A suffici.ent number of 
day-to-day operating matters were channeled to her office, that she had little 
time to funct:f.on in a "planning" capacity. 

1.2 MOA Planning and Other Analytical Capabiliti.es 

The planning unit currently Is supposed to be comprised of two 
sub-groups, statistics and projects. Within the latter are two parts, project 
moni.toring and project preparation. With the Rxception of the statistical 
unit, the Planning Office is only comprised of its head; there are two 
vacancies currently (one professional is working with the Grenada Forestries 
Corporation and should return to the offi ce shortly). The stati stl cs uni t is 
comprised of two junior level professionals and two clerks. Capability and 
experience in planning is weak or non-existent. With the exception of the 
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head, there is a comprable lack of economic analys.is capabi.l.i.ty. The focus of 
the current Planning Office (if it were to be animated) is on project 
management as can be seen from the planning unit head's own job description. 

Similarly, the new Industrial Development Department has a 
shortfall of as many as seven professionals according to its table of 
organization. Thus the entire department, currently consists of the 
"Manager/Senior Industrial Officer" and one investment promotion officer, the 
latter of junior-grade. 

As an indication of the intent in the creation of this unit and 
Its prospective activity, by direction of the Interim Minister/Advisor of 
Agriculture, the title given to the head of this unit is "Manager". 
Typically, the head of this unit would have been a "Director" or a "Permanent 
Secretary". The Mini.ster's intention in so doing was to create a pri.vate 
enterprise orientation - albeit symbolically - within the cadre of this 
department. 

1.3 Institutional Constraints in the Public Agriculture Sector 

The initiative that can be taken by the Tnterim Government is 
necessarily limited. Its mandate is tenuous and w.ul be short-lived. The 
Government also suffers under the burden of having to function, first, after a 
period of chaos, followed by the departure of whatever policy-making apparatus 
did exist and a remaining bureaucracy that had little except its past 
direction (i.e., programs, plans and projects initi3ted by the previous 
Government) to guide its day-to-day activities. 

Nevertheless, the Interim Government appears to have moved 
quickly in attempting to restructure institutional arrangements within the 
agriculture sector. Recommendations have already been made by a MOA committee 
concerning the disposition of lands acquired mostly under the PRG Government. 
Similarly, the Government has initiated a variety of actions that will lead to 
the eventual withdrdwal of the state from productive activity. Within the 
Ministry, structural re-arrangements have been employed to implement this 
course (for example, the movement of both fisheries and forestry into the MOA 
as line departments). It has moved with dispatch to return commodity 
associations to the control of their members/farmers. However, in other 
agriculture-related areas, particularly those outside of MOA influence, 
institutional arrangements have remained essentially ~s they were under the 
PRG. For example, in the short-run, little if no change will take place in 
the pivotal role of the Marketing and National Importing Board - an agency 
that played the key role in providing ;;.-:th inputs as well as purchase of farm 
output. 

Policy-making and planning actiVIties are constrafned by 
several key weaknesses: no articulated mechanism or process whereby policy, 
plans or projects are articulated and developed; an almost non-existent 
capability (in terms of personnel) to conduct policy analysis, planning and 
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related activities; an inadequate statistical and survey capability; and a 
structural arrangement of the MOA that would preclude effective planning even 
if the capacity to do so were available. 

There simply is no policy analysis appartus or process within 
the MOA at this time (there may well be an articulated process at the Counci.l 
level w.Hhin the Interim Government, if any exi sts at all on a formali zed 
basis). Whether there is a policy-making and planning process .;n place at the 
Ministry of Planning is itself a moot question - as the MOP has little 
intention within the next year or so to create any national plan (see 
discupsion above), certainly as it relates to the agricultural sector. 

The MOP is first beginning to define its scope of planning, 
policy-making and project management responsibilities. It appears most 
advanced in putting in place a project management system and is currently 
designing uniform format s for capi ta 1 project submi ssi.ons from the vari ous 
Ministries, including agriculture. The current MOA staff does not have much 
experience with capital budget preparation although the MOP anticipates the 
installation of an annual budgeting process thls year. Following the 
installation of an OAS-funded national acconnts system, the MOP intends to 
create a three year capital budget for 1984 - '86. Presumably, once this 
exercise is either undertaken or completed, the Ministry would undertake the 
development of a national plan. This sequence of events is highly 
undesirable: the planning exercise should precede the creation of the budget 
rather than the reverse. The approach taken is not at all unusual, however 
undesirable, since there is a great deal more experience with budgets and 
these are easier to prepare than plans. 

Within the MOA there is a formalized procedure for deriving 
recurring budgets. Such a system has been in place for decades and is 
coordinated by the Permanent Secretary. It should be noted that this latter 
budgeting process concentrates on the operations of the various departments 
and tends to be highly accounting-orientated. That is, the resulting budgets 
tend to be useful in charting actual versus budgeted expenditures but not 
actual versus intended performance. 

The absence of any systematic scheme for monitoring the 
accompli shments of the ambit i ous Public Sect or Investment Program, i denti fled 
in the CDB economic memorandum, is undoubtedly the rationale for the design of 
the sector coordinating scheme articulated in that same document for 
monitoring the new PSIP. If anything, this ad hoc approach should have a 
negative impact on establishing a more permanent project (and, ultimately, 
plan) monitoring capability in both the Ministry of Planning and other 
Ministries. Certainly, this scheme is technically redundant with the scope of 
responsibilIty of the MOP and a capability that undoubtedly is highly 
desirable within the MOA's planning unit. 

There is very little capabili.ty in the existing staff in policy 
analysis and planning. One individual, more than likely, has relevant 
experience in this regard (the current General Manager of the Industrial 
Development Department). The head of the MOA's planning unit has had Uttle 
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direct experience in plan development; nor does the current staff have much 
previous exposure (save one or two individuals previously mentioned) in 
economic an.::.lysis, poli.cy analysis, market analysis or production economics. 
Ostensibly, such capabtUty restdes in the MOP wh:f.ch should have an 
Agriculture Planning Offfcer within its Macro Planning Unit; there also is 
supposed to be an Agricultural Projects Officer in the project development 
unit. The latter positi0n ts expected to be ftlled soon. Actually, the Macro 
Planning Untt has never developed any national plan. The Director-General of 
Planning indicates that the capability to do so was lacking in the unit during 
the PRG. There is some budgeting experience as described above, but it is 
mainly limited to a one year time frame. 

The MOP appears to have much more experience in project 
management and, in the short-run, wtll focus on such activities. It 
anticipates, for example, dominating the monitoring of rapt tal projects. How 
thts tnterrelates and/or complements the sector (~oordtnation scheme proposed 
by the Council is ·not clear. Also, whatever actual "monitoring" of 
agrtculture sector projects that does take place clearly will be performed by 
the MOA. It then wtll transfer such data to the MOP. Just how much of the 
monitodng task - which should tnclude some esttmation of project progress ­
should be done by the MOA or MOP is still unresolved. 

The str.ttstical capabil tty within the MOA resides wi.thin a 
sectton of the planning unit. There are currently two statisticians of 
junior-grade and two clerks in this section. There is no field survey 
capability; data gathering at the farm level would presumably be accomplished 
through the use of extension agents. Governmental statistical capability does 
t'eside in the MOP's Statistics Division. This diviston is located with the 
computer activity (the only one in the country) and a documentation center 
within the Data Resource and Information Unit. The capabilities l)f this unit 
have not been evaluated as yet. 

The existing structure of the MOA constrains the effecti.ve use 
of a planning and policy analysis unit even if one such were fully staffed. 
The recent restructur'ng of the Ministry and the policy of removing the state 
from productive activity has added two new line departments - Forestry and 
Fisheries - to the four existing ones (Planning, Research and Development, 
Agrirulturdl Extension and Veterinary and Livestock). Additionally, the 
Industrial Development Department reports directly to the Minister (see 
appended Organization Chart of the current structure). One function of the 
planning unit ought to be the rationalization of internal resource al~ocations 

among the other five line departments. Furthermore, the Mtnister has the 
added responsibility of overseeing activities of the Industrial Development 
Department, newly merged within the Ministry. Although the latter is only 
tangently related to agriculture, there is a useful function tn coordinating 
the activities of the agro-products laboratory with that of the agronomy 
section within the Research and Development Department. Under the current 
structure there would be no functional mechanism to accomplish this tadk. In 
the same vein, development of a meaningful sector plan that involves 
allocating resources among line departments is difficult to accomplish tf that 
task falls to another line department (in this case the planning department). 
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A more appropriate organizational location for the latt~r would be as a staff 
activi.t"y and adjunct to the Minister of Agriculture. Tn this capacity, the 
planni.ng activityi s taken out of the Hne and assumes more of a "service" 
role i.n re1at:i.on to the remaining five line departments as well as the rest of 
the sector (i.e. the commodity boards). 

The issue of what ought to be the structure of the planning 
unit itself may well be an academic issue at this time. Except for the 
minimal statistical capability on hand, the unit's only other professional is 
its head; there is the prospect in the immediate future of retrieving one 
project officer originally in this unit currently seconded to the Grenada 
Forestdes Corporatior. The experience of these professionals is mainly in 
aspects of project management - not planning or economic ·~nalysis. 

Currently the head of the planning unit has been functioning in 
a variety of capacities, none of which are the mainstays of her supposed job 
description. There do not appear to be any immediate prospects of increasing 
the staff either in number or higher level economic analy~is capability. A 
key constraint then confronting this project's success will be the very 
limited availability of counterpart GOG personnel to collaborate with resident 
technical advisors. Action needs to be taken to ensure that some modicum of 
professi.onal capability is added to the MOA and particularly the Planning unit 
within the next six to eight months if it is considered desirable for any 
technical know-how to he institutionalized within the MOA prior to project 
completlon. 

The current structural arrangement of the planning unit (even 
1.f fully staffed) has a project management emphasis. If econom1.c analysis 
capabi.li.ty wert. to be added, it would more likely than not require a 
structural ct.dnge in the addition of such a section. If and when an 
agricultural policy planner/technical consultant is installed within the 
Ministry, that individual would become the de facto economic analysis section 
(if this "advlsor" is to truly functi.on in that capacity in relation to the 
Minfster - provld1.ng policy alternatives and recommendations of major 
consequence to the conditlon of the sector - that individual must not be 
percei ved as simpl:' another "analyst" in a mini sterial staff capact ty). 
Although, at this time, there is no need for formal mechanisms and structures 
to provide technical a8~lstance here, the recommended structural position of 
the planning unit - having it report in a staff capacity to the Minister ­
does provide a bridging mechanism between the Industrial Development 
Department and the agricultural portion of the Ministry. In the current 
situation, there are no constraints to the resident Agricultural Technical 
Advisor in working with the staff of the Industrial Development Department. 

The newly created Industrial Development Department could 
conceivably serve a plvotal role in encouraging/promoting industrial 
investment; without the proper capability, attitude and encouragement, this 
same department could become a constraint to such development as well. The 
exact role that this department will play and its relative importance cannot 
be determined exactly, since this department has barely begun functioning, has 
but one professional, junior-level staff person and has no immediate prospects 
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of becoming fully staffed. Nevertheless, the department if supposed to revipw 
all proposals for industrial investment in Grenada so as to determine its 
appropriateness for the country and compatability with Government goals and 
policies; 1.f prospective investors requlre governmental assi.stance (i.e. some 
fo,~ of subsidy, tax concession, joint ventureship or land allocation in a 
Government-designated industrial estate) then the department would playa very 
substantive role in first evaluating the merits of such a proposal and 
structuring the project. In either case - whether there be Government 
involvement or not - all prospective industrial investment proposals, after 
review by the department, along with an assessment of their merits woul~ ~e 

submitted to the Industrial Development/Investment Review Committee for their 
final approval. The Manager of the Industrial Development Department not only 
sits on thls committee but is its secretary and convenor as well. 

Aside from the General Manager of the Industrial Development 
Department, who is a trained economist, the unit has mini.mal business analysis 
skills; only one recent colleGe graduate with a degree in industrial 
management. If this department does not receive additional technical support 
in potential lnvestment analysis, then most likely it will relie on the 
Caribbean Development Bank (CDB). The latter now provides whatever economlc 
assessment capability ls required by the Council for economic policy and major 
capital lnvestment decisions. 

1.4 A Note on MOA Agricultural Production Data Collection Procedures 

The method used is one of periodic surveys of the major classes 
of consumption institutions coupled.wlth cross checks of productivity in 
sample plots. The major consunJption institutions that are surveyed along with 
their periodicity are as follows: the public market held on each Saturday 
(weekly), purchases by the Marketlng and National Tmporting Board (monthly, 
major hotels (monthl v) supermarkets (monthly), exports (weekly), Geest 
Industries whicl' handles 0.11 banana exports (monthly). 

Addit:f.onally, the Statistics Unit asks the extensi.on staff for 
their estimates of both production and household consumption of all 
commodi ti.es produced (three times per year). There are a number of sample 
plots thdt are monitored by the MOA and their outputs are considered as well. 
The fi.nal production est:f.mates are "judgements" based on all the above. 

2. Produeer Cooperat {ve Assod.at:f.on Marketing Boards 

The last few years have seen worsenlng conditions in the 
markets for Grenada's three main agricultural exports: eoroa, bananas and 
nutmeg. The consequences for both farmers and the three commodity 
assoclations controlling the trade of t.hese commodities has been severely 
evident. Ranging from the smallest farm to most of the larger ones, most 
farmers grow at. least two and often all three crops. The slmultaneous 
down-turns that occurred in the last two years in each of these commodity 
areas affected most farmers doubly or triply. 



ANNEX H 
Page 10 of 17 

Each of the three commodity associ.ations - Grenada Banana 
Cooperative Society (GBCS), Grenada Cocoa Association (GCA), and Grenada 
Cooperative Nutmeg Association (GCNA) - worsened their financial conditions; 
all went through major depletions of their reserves as the boards made returns 
to farmers well beyond that warranted by aggregate sales. For example, the 
reserve problem became so cri.tical at the banana board (associati.on) that i.t 
dropped the subsidization of the price received by the farmer with the 
consequent effect of a 12% decline in 1982 production. Despite a return to 
the subsidization policy in 1983, banana production and resulting exports 
dropped by yet another 12.6%. The reduced production had to be superimposed 
over a product handling infrastructure capable of ~andling several times the 
volume of product shipped. This situation resulted in an increase in unit 
operating costs as the fixed overhead burden had to be covered by a smaller 
production base; unit operating costs between 1982 and 1983 rose by 15% at the 
GBCS. 

The Nutmeg Board, GCNA, processed 22% less product in 1983 
compared with the previous year. This producti.on level was the lowest in the 
last five years. MaCE output dropped even further during the same period - a 
full forty pereent. Farmers became lax in their harvesting praetices (t .e., 
lowering labor eosts by decreasing the frequency of harvesting operations) 
thereby a llowi.ng the 0uter mace cover-! ng of the ripened nutmeg to deteriorate 
after it has fallen to the ground. The ratio of mace to nutmeg production has 
continued to drop consistently over the last twenty years, reaching a new low 
of 6.9% in 1983; this despite an upward trend in worldwide mace prices and 
unfulfilled demand. 

The prospect:.; for nutmeg production this year are poor. It is 
expected that production for the calendar year ending June 1984 will be a full 
25% below that of the previous year, reflecting farmers' gloomy outlook. The 
board antlcipates an operating loss of approximately EC$500,000. This 
condition plus the continued depressed price of nutmeg product on world 
markets would appear to require another draw down on the nutmeg board's 
reserve (currently at 6.8 mlilion E.C. dollars) by dbout 1.5 mililon, some 22% 
of the reserve, for paym~nts to farmers. There are few bright prospects that 
confront the board in its traditional markets. The likelihood of substantial 
increases in Grenada's market share of worldwide nutmeg consumption during ~he 
next few years is not good. Even the prospect of the proposed nutmeg oil 
distillation plant, a joint venture with a European firm, only holds out the 
potential of absorbing 15% of the nutmeg crop at current production levels 
over the next several years. The board also .is burdened with fourteen hundred 
tons of uncommitted inventory stock, the equivalent of almost 90% of the 
anticlpated annual production by June 1984. 

Forward integration in conventional nutmeg processing o~erations 

does not appear commercially feasfble. Current traditional market:, are 
reluctant to import ground nutmeg in bulk primarily due to anticipated loss in 
product flavor. Negotiations with a large spice processor in the United 
States suggested that significant price concessions would need to be made to 
make .i.n-roads on that market. Such pri.ce drops, it is calculated, would 
result in better than a 25% drop in farmers' return from the nutmeg crop - a 
price at which the farmer would have little incentive to harvest his crop. 
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Cocoa production and marketing under the domain of the GCA (the 
latt~r having undergone some of the same financial reverses as the other two 
boards) appear to have better prospects. The distinctive quality of Grenada 
cocoa, differentiating it sufficiently to command a premium price in world 
markets, assures a positive long-run output for the product and, more than 
likely, for operations of the cocoa board. Generally declining prices over 
the last few years and the incidence of pests and diseases contributed to 
declines in output during the last three years. Undoubtedly, poor cultivation 
practices were also a factor. Growers have realized a declining price for 
their product since 1980. In order to prop up farmers, the association drew 
down its reserves for two consecutive years (1980 through 1982) and more 
likely than not will need to make another draw down for 1983. A 
Canadian-funded cocoa rehabilitation project is aiming for tripling output 
within a decade. 

2.1 Operating and Management Practices 

All three boards are similar in management structure and 
organization. All three commodity associations draw from almost the same 
7,000 farmer base. It is estimated that at least three quarters of all 
farmers belong to at least two associ.ations, while at least half belong to all 
three. Yet each board operates quite independently of the others. Each has 
its own offices and operating faci.li.ties in the Peld (production collection 
point s, fnput d istri. bution centres and warehousing). Each makes independent 
decis.ions of the other in all critical decision-makfng areas. However, the 
board management know each other quite well and are reas,'nably well familiar 
wi.th their counterparts' practices. Both the banana and cocoa boards provide 
credit-in-ki.nd for input purchases. The GeNA does not perform such sflrvices. 
The former two also prnvide pest control services, aerial .in the case of 
banaRas and manual spray for cncoa. Inputs were purchased directly by the 
boards on the open market. Under the PRG the banana board - the largest 
fertflizer importer - was directed to make its fertilizer purchases through 
the marketing and national import board, thus adding at least 10% to the cost 
obudned when pure-hased di rec t. The Interim Government has since rescir1dt>J 
this requirement; however, current deliveries (which are late) are sti.l1 dIe 
result of contracts let under the MNIB. Poor management practices in th~ 

credit area have allowed unreceived and overdue repayments to reach over 
one-half million E.C. dollars. 

Policy direction for each of the commodity associations come 
from their respective boards. Each board contains nine members, six of which 
are supposed to be elected by the farmers in the assodation, and three 
additional board members appointed by the Government. In prior years a 
representative from the Ministry of Finance and two others from outside the 
industry were selected. Beginning in 1975, the boards became politici.zed and 
selection of board members was undertaken by the regimes in power. The 
Interim Government appointed its board members soon after the intervention. 
The "transition board" will sft until each of the associations elects their 
own new unard memberr. - an action that should take place during the next few 
months. Possibly due to their turnover and the decisions /'0 place 
professional-typeperso~nellnt.he.top maniig~me.rt-. positions of the boards, 
there may" well have"h~'E{nM~'fri:lma(i"nterfe~;;nce' i~ 'the day-to-day management of 

q~
D 
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the associations. There were, however, notable instances of board 
interventions that affected personnel hiring policies and management of 
outlying fac i 11 tf.es. In the case of the GCNA, for example, Government 
pressure induced the board to mount major marketing missions to South America 
in order to penetrate untapped markets contrary to the advice of professional 
management which saw difficulties in reaching commercial arrangements in these 
areas. Nothing came of these ventures. 

The Execut i ve Secretary/Genera 1 Managers of the boards do 
expect to meet in the near future to examine what types of communal 
arrangements or joint activities can be undertaken so as to improve their 
effectiveness. For example, one possible area for joint action is in 
commodity purchasing. Although the banana and cocoa societies purchase 
different fertilizers, there may well be some economies tn joint or,~ering as 
well as distribution of input products. A similar arrangement wi.ll be 
explored concerning ti.re purchases. 

The three boards are now under the umbrella of the Ministry of 
Agriculture, Industrial Development and Fi.sheries. It is anticipated that the 
Mtnister will appoint one or more members to each of the boards and through 
his representative influence policy direction. It does not appear, at this 
time, that any interventions will take place in the operati.onal management of 
these commodity associati.ons; nor have any mechanisms been promulgated or even 
suggested explicitly for the extent and scope of such policy affecting them or 
the need for the boards to b2 responsi.ve to each policy direction. 

2.2 Constraints to the Effectiveness of the Commodity Associations 

The three major commodity associations are the most pr 0 minent 
formalized pdvate sector institutions in the Grenada economy. Although for a 
number of years they have not been under th~ direct policy control of thei.r 
farmer/members, within the next few months ti1e latter will surely regain 
policy-making supremacy within these boards. There is no way of knowing 
whether policy di recti.on wi 11 be ori ented toward maxi.mi zing the members' 
revenues in the short- or the longer-run. Each orientation will r8sult in 
different operating decisions affecting the financial viability of the boards. 

Currently, the financial positions of all three boards are 
precarious. Falling commodity prices, falling production, falling 
productivity, all led to depletion of the boards' financial reserves as each 
tried to bolster up farm income by supplementing farmers' advance paym~nts. 

Through the actions of foreign donors in the banana and cocoa 
subsectors, there is an ongoing attempt to rejuvenate cultivation of these 
respecti.ve crops and to diminish crop damage from disease and pests. It is 
doubtful whether these projeets will have much s~.ort-term impact on returns to 
the farmer (i,e., during the next year or two) yet there are immediate markets 
for both these crops, if output were increased. 

The same cannot be said, certainly in the short-run, for nutmeg 
production. The outlook Is not good for substantial increase tn world prices 
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for this commodity nor for the country's ability to regain market share - a 
positi.on that has been eroding for a number of years. 

The market for the cocoa crop is assured - the 1983 - '84 
season's production has already been sold. There is a good deal of assurance 
that the high degree of product differentiation of Grenada cocoa will 
guarantee its market in the foreseeable future. And, in fact, production did 
rise during this last season when compared with the previous year. 

In contrast, the banana and nutmeg associations have not been 
noticeably successful in generating new markets for thei.r products. Th~ 

nutmeg association has, indeed, attempted to seek out new markets but with no 
success thus far. Given the oversupply situation, unless the nutmeg 
association follows radically different pricing strategies (namely making 
substantial reduction in its price offerings), it will have difficulty 
penetrating new significant markets; on the other hand, such predatory pricin! 
tactics can well have disasterous long-term results in further depressing 
worldwide prices with consequent lower production incentives to farmers. 

The efficiency with which the boards operate Is difficult to 
guage. Unquestionably, the unit operating costs of the boards have increased 
significantly in the last year or two. Whether this is mainly due to the 
consequent effect of sprearling a fixed o~erhead burden upon a smaller 
production base or deficiel\cies in operating management cannot be determtned 
without detailed field investigation of each of the board's practices. The 
extent to which political intervention during both the Gairy Administration 
and PRG influenced operating practices also has not been determined. 

The manner "f ind.ividual board decis:lon-making is open to 
question. Since most [drmers grow at least ttY" dnd more often than not all 
three primary commodities, their three boards serve approximately the same 
farmer-base. Little is known as to how decisions concerning cultivation and 
harvesting of one crop are affected by the farmer's perc.eptions of his return~ 

from another crop. Anticipated declines in revenues, say, from nutmeg in the 
next year or two may well stimulate the farmer to intensi fy his cultivation of 
bananas (a crop with a high return in the short-run). A particularly good 
year in one crop, yielding high returns to the farmer, may well lessen his 
dependence on revenues frOM another ~rop, perhaps In the midst of a bad year 
(i .e., the result of a drop in world commodi ty price). There has been no 
concerted study of these interrelationships. Yet the commodity boards appear 
to make completely independent decisions concerning farmer returns. Whether 
the individual commodi.ty boards ought to take into aCL'ount the payments made 
by the other boards in adjusting the degree to which their own reserves ought 
to be depleted in the event of a bad year is worth examining. There may well 
lie a role for some coord; nated decisi.on-mak.ing. 

Tn other areas th~re are probably efficiencies that can be 
effec ted through joi nt dec i si on-making. The boa rds are a I ready consi <.lertng 
the possibility of joint purchasing (although this has not taken place as 
yet). Each association maintains completely separate receivi.ng stati"ns 
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throughout the country for storage and preliminary processing of product as 
well as distribution of inputs (with the exception of nutmeg which does not 
distribute inputs). 

Except for the inform.l1 meet I ngs among the managements of the 
boards, there are no formal mechanisms that link them together .in any way. In 
an indirect sense, these commodity as~ociations established by statute are 
legally under the domain of the Ministty of Agriculture. Since a Government 
representative, nominated by the Minister of Agriculture (as well as two other 
of his appoi.ntees not necessari ly from the Government) sit on the association 
boards, there is in theory roordinat.i.on at the Ministry level.. However, this 
has not taken place in either the current or previous Governments. 

3. The Marketing and Nati.onal Importing Board 

3.1 Organi.zation and Operations 

The board has played a cri tical role i.n the agdculture sector 
well beyond that whi.ch could be inferred from the percentage of agricultural 
product it handles. The board, however, has no formal connection with the 
MOA. Not unlike similar i.nstitutions i.n many other LDC's, the board i.s 
engaged in a variety of activities dealing with the buying and selling of 
agricultural products and providing inputs and infrastructure to the 
agriculture sectnr. Under the pnG, the board's role was expanded to its 
present form. However, its effectiveness deteriorated considerably due in 
large part to mismanagement and questionable operating practices. 

The board's slx divisions are divided along functional lines 
that denote its scope of activity: the Marketing Division - exports 
commodities, establishes trade agreements and promotes trade; Procurement 
Division (the largest in terms of number of employees) - maintains retail 
outlets J purrhases produce; Tmport D.i vi.s.i on (the largest in terms of the 
dollar volume of artivity) - imports a variety of basi.c commodi.ty i.tems for 
most of which the board has a monopoly position (i .e., sugar, rice, powdered 
milk and cement); Shipping Division - acts as a shi.pping agency, frei.ght 
forwarder, chandler, cargo handler and agent; and the Administration and 
Finance Divi.sions. Recently, the Board created two new divisions along 
geographic Hnes for Grenada 's dependenci es, Carri acou and Pet i. te Ma rt inique. 
These divisions would operate across functional lines. 

The MNi ~ only accounts for about five percent of total fruits 
and vegetables marketed. The rest is accounted for by a variety of outlets 
served either direcLly by the producer or through middlemen. The board 
maintains the weekly public market in St. George's where both producers and 
middlemen may sell their products. Hotels, supermarkets and qometimes 
individuals buy directly from small or large producers. About 90% of the 
procured product is sold by the MNIB locally; about ten percent is exported 
abroad mainly to the U.K. and Trinidad. 

The board buys its products from private farms (60% of the 
total volume), State Forms (30%) and cooperatives (10%). Although the board 

(~')
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has established contractual-type arrangements for purchasing farmers' output, 
it has been noticeably unsuccessful in inducing farmers to use these 
arrangements. Where these have been used, in many cases the contractual 
agreements did not fulfill the purposes for which these were intended ­
namely, to encourage production and to assure that farmers would fulfill 
commitments to deliver certain volumes of produce. 

One type of contractual agreement used by the MNIB indicates 
part of the problem it encountered: the farmer agrees to supply sped.fied 
quantities of a particular crop during a time period. This agreement i~ 

si.gned prior to plant.ing and ;s accompanied by minimum price guarantees. On 
this basis in years past, farmers were able to obta.in·lines of credit from the 
GDB to buy .inputs. Later, when farmers did not deUver the product volumes 
specified in the contracts and, hence, did not reach their revenue levels as 
anticipated, loans went into arrears. 

Much of the fruit and vegetable export trade is conducted 
through the informal market by hucksters who purchase produce directly from 
farmers and then have the produc~ loaded and sh.ipped to Trinidad by boat. 
After fly.ing to the island, they meet the incoming boat, off-load their 
merchandise and retail it there. Then they fly back. 

The MNIB's monopoly on the importat.ion of several k~y staple 
commodities is justified (by them) by its need to compensate with a positive 
income flow for the precari ousness (i. e. r.iskiness) of engagL6 in the frui t 
and vegetable trade. In effect, the board needs an ensured source of income 
to subsidize these loss operations. 

Currently, the Import Division maintains large stocks of 
commndities that it either cannot sell or can sell only in limited 
quant,ties. Under the PRG, the country received gifts from East bloc 
countries and others that were either inappropriate cr could only be sold off 
gradually. The board has approximately 20,000 cases of Algerian red table 
wine in stock; the wine is ~tored under unsatisfactory conditions and is 
deteriorating wHh no purchaser presently in sight. The board also maintains 
unspecified quantities of fertilizer that are inappropriate to the country's 
needs - also a gif~. Warehouse sp~ce is now in short supply. There is now d 

finished goods inv(!ntory of approximately EC$800,000 worth of Spice Island 
brand products - th2 output· of the Grenada Agro-Products Company, a parastatal 
now dormant. The board was required under the PRG to buy the output of this 
company anJ market it locally and abroad. All the agrn-product's factory 
output was channeled through the board. Much of this product, consisting of 
preserves of varJnus sorts and fruit juices, do not appear competitive in 
export markets, hence the inventory build-up. Some of this stock is as much 
as two years old and might well be deteriorated (much of the product would be 
unlikely to pass U.S.A. import standards). 

Under the last days of the PRG, the MNIB was given monopoly 
rights on ferti I her :fmportal ion - another way to gain assured revenue. The 
Grenada Banana Cooperative So~iety, the largest user of fertilizer in the 
country, was compelled to buy its fertilizer from the MNIB. Until then the 
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GBCS had imported Us fertHizer directly from manufacturers abroad. The MNIB 
performed the same functions as did the banana board - ordering, handling, 
warehousing - except that the final cost to the GBCS was ten percent higher 
than that incurred when they ordered their inputs directly. Although the 
monopoly position on fertilizer importation has been eliminated, the banana 
board's supply of fertilizer subsequent to the intervention until now are the 
result of contracts signed with the MNIB before the coup. Fertilizer product 
that should have already been delivered to the GBCS is already late by several 
weeks and may well further adversely affect banana production. 

The board is af'tively involved in fulfilling rec:i.procal trade 
agreements particularly with .its main trading partner in the West Indi.es, 
Trinidad. Thus, the board can act as a mechanism for channeling trade, 
particularly imports, in fulfillment of bilateral agreements, but not 
necessarily consistent with good economic practice. 

In the immedidte future, the MNIB current management plans to 
expand its operations through the import of more items (e.g., tires). It 
expects to do so competit.ive]y with pr.ivate enterprises. Also, i.t is the hope 
that the board will be able to increase its exports of fresh fruits and 
vegetables. However, there is no plan or expressed strategy for just how this 
wi.ll be done. 

During the last two or three years the operations of the board 
deteriorated considerably - as it took on more responsibilities for executing 
Government polic) and replacing market mechanisms. The board's own annual 
reports for 1982 and 1983 conclude quite explic.itly that among the various 
di visions then' was incompetenee, wJdespread mi smanagement and very 
questionable accounting and financial irregularities. 

In attempting to lncrease its operations through wider 
purchases of agricultural produrts, the bqard undoubtedly is carrying out 
Government policy, particularly toward the encouragement of import 
substitution crops and/or the support of those agricultural activities which 
may be deemed as having some "sorial value". The board w.i.ll provide 
incentives then for growing certain crops; currently for example carrots falls 
in this category. 

3.2 Constraints Associated with the MNIB 

The poor performance of the board, aside from the difficulti~s 

of managing effectively, are essentially due to its institutional role as 
determi.ned by Government poU.cy. And the Interim Government apparently does 
see a continuing role for the MNIB - one not too dissimilar from its current 
structural position in the economy. Although its monopoly position in the 
sale and distribution of certai.n agriculture-related commorlities has been 
removed, it still maintains a monopoly position in the import of basic 
commodities. It is doubtful whether there is any socially redeeming feature 
in this particular role, since there is no price subsidization in order to 
more widely distribute these products; rather the purpose Is simply to cover 
the losses it incurs in its other high risk operations. 
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To be sure, many of the problems of the board are not of its 
own making. The produce handling infrastructure is weak. Warehouse space is 
lacking and deteriorating. There is a need for cold storage facilities. The 
board does not have an effective market information system that would allow it 
to respond to changing market conditions among its trading partners within the 
Caribbean area so as to direct produce sales to locations offering the highest 
prices. Additionally, the board was required to purchase output of plants, 
such as the Grenada Agro-Business Industries that have not proved to be 
marketable (the Spice Island brand products). The gi.fts of both fertilizer 
and Algerian wine have proved, thus far, to be unmarketable and continut.; :.0 
add to the storage costs of the board. It can be expected that the condition 
of the board will worsen as guaranteed local markets for its imports 
disappear. Under the prior Government, state agencies were mandated to 
purchase products from the MNTB, thus assuring a market and profit margin for 
imported goods. 

As the parastatals are dismembered and sold off to private 
interests, these markets will evaporate. Hence, the MNIB will need to become 
competitive within the marketplace - an environment within which it has been 
noticeably unsuccessful. 

It is difficult to tell at this time what have been the effects 
of the board's monopoly position as the sole importer and distributor of 
essential commodities. Without further economic analysis it is difficult to 
know whether the prices of such commodities are held artificially high 
(perhaps, due to the inefficiencies of the board's middleman function) or are 
enrouraging the use of these import products through low prices; rice, 
particularly, is a substitute product for other ground provisions (sllch as 
breadfruit, yams 8~d taro). 

Similarly, the implications of the board's decision to increase 
its activity through purchases of more commodity goods and competing even more 
directly with the private sector are not known. Except for the aforementioned 
basic commodities for which the board has an import monopoly and hence 
contr0ls the distribution price, no other parastatal or private sector 
organization need buy provisions directly from the MNIB. On the other hand, 
the board is increasing its role as an importer of other commodities and 
products in di.rect competition with the private sector. Further economi~ 

analysis is necessary to determine whether there is economic justification for 
such .:l strategy: what will be the impact on pr.i.ce levels of such commodlties, 
and availability? Can the board improve its profit position with such 
actions? Can the board effectively manage a broader set of trading 
arrangements? The additional actions of the board in embarking on some 
possible subsidization programs also is done in apparent absence of a 
justified economic rationale. The board is implementing a policy of 
encouraging production aimed at import substitution. It is doubtful whether 
any studies of the comparative advantage of following such a course have been 
undertaken. Any or all these interventions may act as constraints on economic 
improvement. These issues need to be given further study. 


