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PROJECT AUTHORIZATION
 

Name of Ountry: Caribbean Regional 

Name of Project: High Impact Agricultural Marketirg and 
Production 

Number of Project: 538-0140 

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
 
amended, I hereby authorize the High Impact Agricultural Marketing and
 
Production Project for the Caribbean Region involving planned obligations

of not to exceed Thirty Million United States Dollars (US$30,000,000) in
 
grant funds ("Grant") over a five-year period from date of authorization,

subject to the availability of funds in accordance with the AID
 
OYB/allotment process, to help in financing foreign exchange and local
 
currency costs for the Project. Subject to future authorization, the
 
Project Authorization may be increased by an amount not to exceed 10
 
million United States Dollars (US$10,000,000) in grant funds. The
 
planned life of the Project is five years from the date of initial
 
obligation.
 

2. The Project ("Project") will furnish assistance to increase the
 
contribution of the agricultural sector and agricultural enterprises to
 
the economies of the countries participating in the Project by improving
 
the investment environment, relieving development constraints to private

capital inflows, and demonstrating attractive returns on capital. The
 
Project Authorization will include a Quick Response Activities (QRA)
 
component, the Cocoa Rehabilitation component and Core Contractor
 
component which, in turn, will design major project activities for future
 
authorization.
 

3. The Project Agreement, which may be negotiated and executed by the
 
officer to whom such authority has been delegated in accordance with
 
AID's regulations and delegations of authority, shall be subject to the
 
following essential terms, conditions and covenants, together with such
 
other terms and conditions as AID may deem appropriate.
 

a. Source and Origin of Commodities, Nationality of Services
 

Commodities financed by AID under the Grant shall have their
 
source and origin in the United States or in the participating countries
 
(Antigua, Dominica, Grenada, St. Kitts-Nevis, St. Lucia, St. Vincent and
 
the Grenadines, Montserrat, Turks and Caicos Islands, and Barbados),
except as AID may otherwise agree in writing. Except for ocean shippinn, 
the suppliers of commodities or services shall have the United States c 



the participating countries as their place of nationality, except as AID 
may otherwise agree in writing. Ocean shipping financed by AID under the 
Grant shall be financed only on flag vessels of the United States, except
 
as AID may otherwise agree inwriting.
 

b. Conditions Precedent
 

i. Conditions Precedent to First Disbursement for Both Quick
Response Activity Grants and Major SubproJects Grants. Prior to the 
first disbursement under the Grant, or to the issuance by AID of 
documentation pursuant to which disbursement will be made, the Grantee 
will, except as the Parties may otherwise agree in writing, furnish to 
AID, in form and substance satisfactory to AID,:
 

(a) An opinion of counsel acceptable to AID 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 as representative of the Grantee and of any additional
 
representatives, together with a specimen signature of each person
 
specified in such statement.
 

ii.Conditions Precedent to Disbursement for a Particular Major

Subproject Activity. Prior to any disbursement or to the issuance by AID 
of documentation pursuant to which disbursement will be made for any
particular major subproject activity under the project, the Grantee will,
 
except as the Parties may otherwise agree in writing, furnish to AID in
 
form and substance satisfactory to AID:
 

(a) Evidence that the Grantee has capable existing

management or has contracted or otherwise made arrangements to secure 
management to organize and implement activities properly, including the 
ability to procure goods and services according to AID regulations;
 

(b) Enter into an agreement with AID prescribing all
 
applicable terms and conditions for carrying out the activity.
 

iii. Condition Precedent to Any Disbursement for Caribbean

Financial Services Corporation (CFSC) Quick Response Fund Equity or 
Grant-Financed Activity. Prior to any disbursement or to the issuance by

AID of documentation pursuant to which disbursement will be made for any
CFSC Quick Response Fund grant or equity-financed activity, the Grantee 
will, except as the Parties may otherwise agree in writing, furnish to
 
AID in form and substance satisfactory to AID evidence that CFSC is
 
conducting a recruitment search to fill the positions of Project Manager

and procurement officer/accountant.
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I hereby delegate authority to the Mission Director, RDO/C to approve
 
and authorize amendment(s) to this Project Authorization in an amount not
 
to exceed $i0,000,000.
 

M. Peter McPherson
 
Administrator
 

Date
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I. SUMMARY AND RECOMMENDATIONS 

A. 	 Executive Summary 

1. 	 Rationale 

a. 	 Background 

Ariculture has a rich history in the Eastern 
Caribbean. The region was an early site for development of plantation
agriculture in tobacco, sugar cane, and sea island cotton, and later made 
a successful transition to cocoa, spices, coconuts and finally, bananas. 
However, the products and organization of production which sustained the 
islands' economies for many generations have not met the market realities
 
of the last two decades. In the 1980's, agriculture continues to be the 
dominant sector in the region, but it is not propelling economic growth
in the six OECS states. The sector accounts for 16 percent of regional 
GDP, employs 30 percent of the workforce, and is a major source of 
foreign exchange due mainly to exports of bananas, cocoa, sugar, nutmeg, 
and 	 other traditional tropical products. But slow or negative growth 
over 1980-84 reflects the limitations inherent in small island economies,
 
exacerbated by structural imbalances resulting from the demise of
 
plantation agriculture. A transition to non-plantation, private
 
sector-led agriculture is constrained by:
 

o 	 Difficulties in achieving economies of scale for 
international markets which demand large volumes of
 
consistently high quality produce delivered on a
 
reliable schedule;
 

o 	 Costly and often irregular sea and air transport 
services;
 

o 	Risk averse, shallow financial markets that are
 
understandably dubious about the viability of
 
agricultural investments.
 

b. 	 Current Environment 

i. 	 The Strategy 

Recognition of the need to demonstrate the
 
validity of a market-driven strategy to risk averse producers, investors,
 
financial institutions and governments in the Eastern Caribbean drives 
the design of HIAMP. The success of the HIAMP project will depend on its
 
ability to show the advantages, including increased sector stability, of
 
a more efficiently managed and diversified agricultural sector. HiAMP
 
will demonstrate how the private sector can learn to structure a response
 
to market opportunities. This includes how to manage the response in an 
extremely risk averse financial environment, provide stability for an 
industry with large cyclical price movements, sell to highly competitive 
and 	changing markets, and build capacity by selling to secondary buyers
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while production evolves. Agriculture in the Eastern Caribbean must 
learn to be flexible in anticipating and meeting international market 
niches. That is only possible in circumstances which encourage 
private-sector investment in new agricultural technology, production,
packaging and marketing. HIAMP will help bring those circumstances into 
existence.
 

ii. The Cportunities 

There are a wide range of fresh produce items 
that are currently grown or could be grown in the Eastern Caribbean that 
have high consumer acceptability in North American and European markets. 
Nine major product groups which have distinct market potential can be 
readily identified:
 

o 	traditional Eastern Caribbean export
 
conuodities, such as bananas, cocoa, and 
spices;
 

o 	produce that has been traditionally grown in
 
the region for which there is strong demand
 
from Caribbean emigrants to North America and 
the U.K., for example, yams and other root 
crops, breadfruit, etc. ; 

o 	 fresh produce items focused at 
'non-Caribbean' ethnic market sectors, for 
example, to the Asian and Oriental 
communities in developed country markets; 

o 	 a rapidly expanding market for exotic,
 
tropical fruits and vegetables demanded by
 
indigenous North American and European
 
consumers, for example, carambola,
 
mangosteens, soursop, red bananas;
 

o 	 tropical and warm temperate fruits that
 
already have wide consumer acceptance in
 
developed countries, for example, mangos,
 
pink grapefruit, avocados;
 

o 	 off-season (or "winter") vegetables that
 
exploit market "windows" in the winter
 
months, for example, bell peppers, eggplant, 
okra;
 

o 	 tropical cut-flowers and ornamentals, for
 
example, bird of paradise, anthuriums, ginger
 
lilies;
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o 	 processed products that are already 
domestically-produced in the region, for 
example, dried sorrel, pepper sauce; and, 

o 	 mariculture products such as shrimp, crabs, 
crayfish, and algae. 

The above are examples of niche markets. For 
Eastern Caribbean growers and traders to penetrate them successfully and 
satisfy the sophisticated requirements of developed country markets, 
there is a need to focus on specific niches, to maximize competitive and 
comparative advantages, and not to compete head-on with major low-cost 
producers that already are well-established in target markets for
 
Caribbean produce.
 

iii. Current Activities
 

It should be noted that a number of efforts are 
already underway in the region to serve the market niches described 
above. These efforts, typically involving a single private entrepreneur
 
or group of producers, represent a wide range of commodities and scale. 
It is exactly these kinds of efforts that HIAMP intends to assist to 
expand or replicate in the region. Examples of effective efforts in 
non-traditional exports include:
 

o 	 export of ornamental plants and cut flowers, 
especially ginger lilies and anthuriums, from 
Barbados, Dominica, St. Lucia, and St. 
Vincent to the United States and the United 
Kingdom.
 

o 	 export of tropical fruit and root crops from 
St. Vincent, St. Lucia, Grenada and Dominica 
to the United Kingdom; cucumbers from Antigua 
to the United States; grapefruit juice from 
Dominica to Florida; passion fruit from
 
Dominica to Puerto Rico; tropical cherries
 
from Barbados to Holland and Japan;
 

o 	 export of sea island cotton from Barbados,
 
Montserrat, Antigua and Nevis to Japan;
 

o 	 export of shellfish from Barbuda and Guyana 
to Puerto Rico and the Eastern Caribbean 
islands; and,
 

o 	 export of specialty crops such as; aloe vera 
from Dominica to the United States, essential 
oils from Dominica to the United Kingdom,
 
Chinese vegetables from several islands to
 
the ethnic markets in the United Kingdom,
 
pepper sauce from the region to the United 
States, and minor spices from Grenada to the
 
United States.
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c. Relationship to AID Strategy 

1. AID Strategy 

The HIAMP project was designed to resolve the 
constraints to profitable agricultural production in the Eastern 
Caribbean. This design has resulted in a project which requires a 
private sector approach, depends on continuing policy dialogue,
strengthens a regional private development finance corporation, and 
transfers modern agricultural technology to local agricultural

producers. Through these mechanisms, HIAMP will support RDO/C's regional 
strategy by increasing the contribution of agriculture to gross domestic 
product, foreign exchange, and employment. 

ii. RDO/C Cluster Approach
 

HIAMP is the centerpiece of RDO/C's cluster
 
concept. The integration of projects into clusters is designed to 
provide more direct impact and rapid delivery of project assistance. In 
agriculture there are two components to the cluster: one, the 
multi-faceted HIAMP project which channels technical assistance and 
funding to commercially viable enterprises; and the other, projects

designed to provide both continued assistance to regional institutions 
and services supportive of the long-term restructuring of agriculture in 
the region. The HIAMP Project will strengthen RDO/C's capacity to manage 
both components by placing advisors in the- field to monitor
 
implementation, thus freeing-up Mission personnel to focus on policy, 
linkages and oveLall effectiveness.
 

iii. Linkage with other Projects
 

There is a direct and supporting link between
 
HIAMP and other RDO/C funded projects supporting agricultural
 
development. Ongoing activities in research (CARDI) and extension
 
outreach (CAEP) have assembled unusually good descriptive information on
 
the productive resource base in all the islands. This enables a quick 
and reliable understanding of where desirable micro-climates exist for
 
various crops, what pests or weeds are most prevalent, and especially 
important, what socio-cultural factors are important to the rural
 
communities. CAEP and CARDI are therefore well placed to advise on 
constraints, and indeed, suggest opportunities to be pursued within high
impact agriculture subprojects. Similarly, marketing projects (CATQJ) 
provide a ready channel to initiate routine shipment of produce. CATCO 
is aggressively building trade volume and it is expected that HIAMP
 
subprojects which are production oriented can work with CATCO as one 
channel tbrough which to secure market niches for new product lines.
 

RDO/Cs Small Enterprise Assistance Project (SEA) 
also provides areas for coordination and complementarity. RDO/C is
 
channelling technical assistance and some credit to small and medium size
 
enterprises. Private sector associations in individual islands are being
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encouraged to set priorities for assistance to the productive sectors. 
It is envisioned that in the areas of agro-processing, agricultural

support services and distribution, especially where businesses are small
 
owner-operated enterprises, that technical assistance can be provided
under SEA auspices, and financial assistance, including equity, through
CFSC's HIAMP window. In the medium term it is expected 
assistance of SEA and HIAMP will expand the number 
clients for the commercial banks of the region. 

that the combined 
of agribusiness 

iv. Regional Policy Issues 

The HIAMP project will facilitate action on two 
policy concerns affecting agriculture. These are: the role of
 
parastatal agencies; and the control/access to land. To a greater or 
lesser degree in all states of the region, parastatal agencies are
 
directly engaged in the production, processing, or marketing of
 
agricultural commodities. Likewise, most regional states own or control 
a significant proportion of agricultural lands. The fundamental concerns
 
with each of these policy themes are: the extent to which private

initiative/investment is constrained; and, the degree to which profitable
 
private investment will alleviate governments' need to maintain links
 
with production. RDO/C plans to specifically address each of these
 
policy areas in the design and development of major subproject

activities, and through the core contractor's agribusiness investment
 
efforts. HIAMP will thereby assist in establishing alternative policies

that are more conducive to private investment and simultaneously reduce
 
the magnitude of recurrent cost borne by Governments.
 

2. Project Composition
 

There are three central components to HIAMP: a) Quick

Response Activities (QRA) below $500,000 in RDO/C funding, to get

smaller-scale private agriculture enterprises moving, filling niches in
 
foreign and regional markets, and proving the profitability of

agricutural investments; b) Major Subproject Activities to enable needed 
restructuring of key agricultural sub-sectors by direct involvement in

the major crop lines and producer associations in the Eastern Caribbean; 
and c) a core contract to provide integrated design, coordination and 
management services. All of the HIAMP subactivities will be initiated in
 
response to identified market opportunities.
 

a. Quick Response Activities
 

i. Illustrative Quick Response Activities
 

The following possibilities, investigated by the 
design team, are offered as examples of the small Quick Response
Activities that HIAMP could support. The list is illustrative only of 
the opportunities which exist within the Eastern Caribbean today. It 
does not address the proposed division of equity/grant funding needed, 
nor the relationship between private firms and grower associations which
 
will be supported.
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SUMMARY OF REPRESENTATIVE ORA'S BY COUNTRY
 

ACTIVITY 

ANTIGUA
 
Winter Vegetables 

Pigeon Peas 

Sea Island Cotton 

Pineapple 

Fish Export Marketing 


SUB-TOTAL 


ST KITIS 
Sea Island Cotton 
Rabbits 

Dairy 

Shrimp Hatchery 


SUB-TOTAL 

DOMINICA 
Floriculture 

Fruit Processing 

Passion Fruit 

Dom. Food Industries 

Cardamon 


SUB-TOTAL 


ST. VINCENT
 
Eggplant Export 

Montreal Gardens 

Fruit Juice Material 

Tropical Fruit Export 

Vegetable Production 

Vegetable Pack/Storage 


SUB-TOTAL 


ST. LUCIA 
Anthurium Lilies 

Contract Vegetables 


SUB-TOTAL 


GRENADA
 
Anthurium Lilies 

Cocoa Pod Feed 


SUB-TOTAL 


EC WIDE 
Carton Design and 
Manufacture (R&D) 

Oyster Seed Hatchery 

Mithrax Crabs (R&D) 


SUB-TOTAL 


GRAND TOTAL 

TOTAL ORA FUND POTENTIAL 


RECIPIENT 


Private 

Grower Assoc 

Private 

Private 

Private 


Nevis CP Assoc 
Private 

Private 

Private 


Grower Assoc 

Private 


Grower Assoc 

Private 

Private 


Grower Assoc 
Private 

Private 

Private 

Private 


Government/lease 


Private 

Private 


Private 

Private 


CATD 

Private 

Private 


VEN[JRE GRANT 
CAPITAL FUNDING
 

200,000 70,000
 
- 130,000 

150,000 50,000
 
120,000 60,000
 
50,000 25,000
 
520,000 335,000
 

- 125,000 
125,000 50,000
 
195,000 55,000
 
300,000
 
620,000 230,000 

- 300,000 
149,000 15,000 

- 150,000
 
105,000 50,000
 
170,000 30,000
 
424,000 545,000
 

- 85,000 
170,000 80,000 
75,000 25,000 
75,000 25,000 
410,000 90,000 

- 350,000 
730,000 655,000 

100,000 35,000 
100,000 50,000 
200,000 85,000 

190,000 35,000 
- 75,000 

190,000 110,000 

- 200,000 
250,000 50,000 

- 490,000 
250,000 740,000 

2,934,000 2,700,000
 
$5,634,000
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There is a different set of opportunities not 
presented in this document -- those which are driven by the market needs
of importing countries, which have not yet been initiated in the Eastern 
Caribbean. These, like the special seed oysters for the French market, 
are the result of special knowledge of international markets, combined 
with an understanding of the potential of the islands in the Eastern 
Caribbean. This deliberate search for new opportunities and linkage to 
productive capacity on the six islands is one of the driving forces

behind HIAMP. The important subprojects which will be generated by this 
as yet unknown set of activities cannot be listed. It would be
 
reasonable, however, to assume in the five years of HIAMP, that the
 
generation of new opportunities exceeds the income potential of the

expansion of existing activities. Thus, what we know today is likely to 
be a minor percentage of what will be discovered and put into place in 
the future.
 

ii. Potential Benefits of Quick Response Activities 

Six quick response activities were selected to
 
investigate the potential economic returns. They selected to
were 

provide a representative spread of both geographical locations and types
of activities that will be included in the QRA component. The examples

comprise economic analysis of: cardamon production and marketing in
 
Dominica; black pineapple production and marketing in Antigua; sea island
 
cotton production and marketing in St. Kitts-Nevis; "winter vegetable"
production and marketing in St. Vincent; and, passion fruit processing 
and marketing in Dominica.
 

Three measures of economic return to the QRA are

presented, viz: a benefit cost ratio, whereby the Net Present Value (NPV)
of benefits and costs (calculated at the social discount rate of 10 
percent) are contrasted; an economic internal rate of return (IRR) for
the six activities in aggregate; the NPV (at the social discount rate) of
 
each activity has been contrasted with the totality of AID-funded QRA
costs for each activity. In general and, certainly, in aggregate, the
 
results of the economic analysis on the Quick Response Activities show
 
very positive returns from project investments.
 

Economic New Present
 
Activity B/C IRR Value/AID Costs
 

Cardamom 1.61 N/A 3.85
 
Pineapple 2.43 N/A 10.45
 
Anthurium 1.21 N/A 1.51
 
Cotton 2.54 N/A 10.19
 
Vegetables 1.22 N/A 3.10
 
Passion Fruit 1.35 N/A 4.59
 

Average 1.73 56% 5.62
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iii. Financing the Quick Response Activities 

Each quick response activity will be financed
 
through a combination of grant and equity funds; no AID loan funds will 
be involved. During project design it was determined that although there 
is excess liquidity in the commercial banking sector in the region, there 
is minimal lending to the agriculture sector. There are three major
 
reasons for this phenomenon: the perception that agricultural activities
 
carry excessive risk; the dearth of high quality studies presented by
 
borrowers to indicate the feasibility of their operations; and, the lack 
of bank staff capable and willing to analyze and supervise agricultural
 
lending. For these reasons, HIAMP is structured to free up commercial
 
loan funds by attacking the constraints to lending by providing: equity 
funds to improve the financial condition of HIAMP applicants; technical 
assistance to assist in the preparation of feasibility studies to meet
 
financial institution requirements; and, project supervision to decrease
 
risk and improve management.
 

The financial mix required for a quick response 
activity will be determined in a feasibility study which will include
 
technical, environmental, administrative, and economic analysis and
 
reconnendations. Funding for each activity will come from three or more 
sources, the owner of the enterprise, the commercial banking sector, and
 
AID. AID provided grant and/or equity funds will be channeled through

the Caribbean Financial Services Corporation (CFSC), a regional private 
development finance corporation. CFSC will administer and monitor the 
Quick Response Activity grant and equity financing windows. In so doing,
 
they will enter into subagreements with investors which make them
 
shareholders and board members for a specified period of time, after 
which their shares will be repurchased by the owner at current market
 
value.
 

b. Major Project Fund
 

Four major subproject activities are part of the HIAMP 
design. The Cocoa Subproject will be authorized with this action and the
 
Tropical Fruit, Leeward Islands Diversification, and Regional Mariculture
 
Subprojects will be designed and authorized during FY 87 and FY 88. As 
indicated earlier, major subprojects are intended to address needs
 
associated with restructuring key agricultural sub-sectors by direct
 
involvement in major crop lines and producer associations.
 

i. The Cocoa Subproject 

The cocoa industry is significant in Grenada, of 
growing importance in St. DWcia and holds good potential for St. Vincent
 
and Dominica. There is an established market for cocoa from the Eastern 
Caribbean, with international buyers prepared to provide forward purchase
 
contracts for "fine-flavor" cocoa. Yet returns to the islands' cocoa
 
farmers have been low, with a resulting decapitalization of existing
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assets and neglectful management of many of the cocoa stands. Buyers'
interest in cocoa beans from the region has increased as African supplies 
constrict and more manufacturers include new, higher quality chocolate 
products in their market plans. Tchnology is available which will 
substantially increase production and lower costs per unit of output and 
land employed. 

The Cocoa Subproject will address the management,
technology and marketing requirements of the major cocoa producers, as 
well as the recipients of land under a divestiture "model farm program" 
in Grenada where cocoa is or will be established. The project will 
introduce new cultivars and techniques necessary to make the industry
 
profitable enough to sustain increased private investment. RDO/C efforts
 
will 	compleme- a larger contribution by CIDA, which will build
 
institutional cdpacity within the proposed Cocoa Associations.
 

ii. The Tropical Fruit Subproject 

The subproject will build upon the existing
 
productive capacity of the Windward Islands for tropical fruit, a
 
capacity generated primarily from a major tree stock distribution program
 
of British foreign aid. Tree crop output is projected to increase
 
sharply over the next five years; the output is exportable, but marketing
 
arrangements remain unclear. There is a movement within the four
 
Windward Islands to promote regional cooperation in exports of fresh 
produce. HIAMP will provide support to the privatization of marketing 
arrangements through encouragement to private growers' associations in 
each country and perhaps a regional association, should there be interest
 
from 	 producers, exporters and buyers. Special consideration will be 
given to promoting growth of private sector traders, privatization of
 
marketing board functions, and external investment in joint ventures.
 
The subproject, however, will be more than an exporter of existing 
production. It will also address the serious problems encountered in
 
growing, picking, packing, and transportation of fresh produce that 
constrain export sales. The project will assist the associations to
 
settle on standards, grades, priorities and labels, and then improve
 
quality and quantities of those which are most valuable. In addition,
 
the project will conduct experiments with alternate modes of air shipment
 
for high-cost perishables, and introduce new tropical fruit and nut
 
products which have known high-value markets in the United States and 
Europe.
 

iii. 	 The Leeward Islands Diversification
 
Subproject
 

Due to rainfall patterns, cocoa and tropical
 
fruit ard produced primarily on the four Windward Islands. The Crop

Diversification Subproject seeks to improve agricultural production and 
profitability in the Leewards -- Antigua and St. Kitts-Nevis. There is 
an excellent opportunity for private sector investment in high-return row
 
crops on land presently underutilized. This subproject will provide
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technology, management and markets which will directly benefit growers on
 
St. Kitts-Nevis and Antigua. The subproject will demonstrate the
 
technology for the mechanization and commercialization of 1,000 acres of 
Sea Island Cotton or another exotic crop.
 

iv. The Regional Mariculture Subproject
 

No resource is more abundant in the Eastern 
Caribbean than clear, clean seas maintained by the sun at the consistent 
temperatures needed for e.x:otic species mariculture. Project activities 
supported from Quick Response Funds will have had several years of 
operation by the time scheduled for the design of the Mariculture 
Subproject, allowing sufficient gestation period for the opportunities to
 
be explored at smaller scales. Activities which are now ongoing and 
considered for HIAMP include a shrimp hatchery producing seed stock, 
oyster seedling production, Mithrax Crab production on two islands using 
algal turf technology, Marron lobster outgrowing, sea moss production, 
fish hatcheries, and reef enhancement for mollusks such as conch.
 

c. Core Contractor
 

i. Responsibilities
 

The Core Contractor will be responsible for three 
components of the project. The team will: develop feasibility studies 
for Quick Response Activities and assist in monitoring these activities;
 
manage a $300,000 fund to undertake small scale research and development
 
activities; and, design the major sub-projects in Tropical Fruits,
 
Leeward Islands Diversification and Regional Mariculture.
 

The Core Contractor's Barbados office will manage 
overall contractor responsibilities under HIAMP, with the Team Leader 
providing supervision and coordination for the activities of the Island 
Advisors. The marketing specialist will work directly with commodity
producers and agroprocessors to secure market niches and to ensure that 
the products exported meet quality control standards. There will be
 
significant accounting and administration requirements for the funds
 
expended by the Core Contractor, aggregating all field accounting from
 
the Island Advisors, preparing the final feasibility study submissions to 
CFSC, completing environmental examinations and assessment for RDO/C, 
meeting potential investors for briefings and establishing workplans and 
priorities for future direction of the project. 

The Island Field Advisors will work with local 
entrepreneurs and outside investors to prepare feasibility studies
 
(drawing upon specialized technical assistance if necessary from the Core
 
Contractor's short-term TA funds), assist in obtaining equity, loan and 
grant funding, monitor Quick Response Activities once implementation has 
begun, and assist with marketing arrangements for the agricultural 
output. They will also provide monitoring services on the pace and 
progress of implementation. 
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ii. Linkages Between the Core Contractor and PDAP
 

The responsibilities of the HIAMP Core Contractor
 
team are complementary to the investor search operations begun under 
PDAP. In the development of QRA feasibility studies HIAMP advisors will
 
work with PDAP advisors, particularly in the initial stages of investor 
search operations. While it is envisioned that many QRA projects will be
 
largely with local agricultural enterprises, it is also expected that 
many export oriented activities would benefit from foreign parternships
and joint ventures. PDAP's investor search operations will assist HIAMP 
advisors in narrowing the range of possible investors.
 

Although HIAMP and PDAP complement one another 
there are distinct differences between the two. PDAP largely works with 
the industrial sector, encouraging investment promotion and running an 
investor search operation. However, unlike HIAMP they do not design
projects and assist in their implementation and monitoring. HIAMP
 
advisors will be responsible for packaging complete agricultural projects 
inclusive of management, technical assistance and sources of funding.
 
There is a division of labor between the agricultural project development

efforts of HIAMP and the 
 PDAP role as catalyst in investment
 
decisionmaking.
 

d. Special Studies
 

The HIAMP project includes the flexibility to analyze 
the constraints to successful agricultural projects through studies which
 
support investment efforts. 'IWo such studies will investigate further 
financial efforts required to stimulate private lending to the
 
agricultural sector, and, present methods for overcoming the regional
 
transportation constraint.
 

i. Agricultural Credit Study
 

One of the objectives of HIAMP is to transform 
agricultural enterprises into bankable endeavors. 
 To assure that project

inputs have the maximum effect possible, further analysis of the lending 
environment will be required. If the current excess liquidity position
of lending institutions changes, then the proposed study will examine the
 
advisability of establishing a rediscount facility to promote lending.

Even if lending institutions remain highly liquid, in the long term other
 
measures may be necessary to change lending institutions' attitudes
 
towards loans for agricultural purposes. For example, commercial banks 
will not discount receivables of agricultural enterprises, or provide

pre-shipment or post-shipment financing due to the perishable nature of 
their commodities. The agricultural credit study would examine whether 
it would be advisable to establish such mechanisms to cover agricultural
 
goods from the Eastern Caribbean countries.
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ii. Transportation Study 

The lack of adequate transportation facilities

for inter-island shipments of fresh produce has constrained both intra
and extra-regional market development in the region. Specifically,

inadequacies in the inter-island schooner services have ensured that a 
modern, fresh produce marketing sector has not emerged in intra-regional
trade. Furthermore, the lack of specialized air freight services 
linking, in particular, St. Vincent, Dominca and Grenada with 
trans-shipment points in Barbados, St. Lucia, Antigua and Trinidad has
served to suppress the development of extra-regional trade in fresh 
produce by air freight. 

The objective of the transportation study will be 
to synthesize previous studies to: identify transportation problems that
 
constrain intra and extra-regional exports of fresh produce from the 
Eastern Caribbean; and, design a project(s) to help remove such
 
constraints and, thereby support the HIAMP project.
 

B. Summary Project Costs
 

The following table provides the cost of project components 
over the five-year LOP. 

COMPONENT LOP (X)ST (USD 000's)
 

Quick Response Funds
 
Venture Capital 7000
 
Grant/Commercial R&D 5000
 
CFSC Administration 850
 

12500
 

Major Subproject Fund 
Regional Cocoa 3000
 
Tropical Fruits 6000
 
Leewards Diversification 2000
 
Mariculture 1500
 

12850
 

Core Contractor 10000 

Special Studies & Evaluation 750
 

Contingency 3900
 

TDTAL 40000
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C. Recommendation
 

This Project Paper recommends approval of the High Impact

Aricultural Marketing and Production Project (HIAMP). Authorization is 
requested for a $30.0 million DA Grant and a redelegation of authority to

the Director, RDO/C, is sought to authorize up to a total LOP funding
(entire Project activity) of $40 million as three major subprojects

identified in this PP are subsequently designed. The proposed obligation

for FY86 is $6.9 million. The Project Assistance Completion Date (PAD)
is scheduled to be April 30, 1991.
 

D. Summary Project Findings 

This project is ready for implementation. Further knowledge,
scheduled to be acquired during implementation, will allow subproject
designs to be completed. The project is financially, economically,

technically, administratively, institutionally and environmentally sound.
 

E. DAEC Concerns and Design Guidelines
 

The concerns and issues raised at DAEC review of
the the
 
Project Identification Document (PID) are included in full in Annex A,
and summarized below as follows:
 

1. Policy Reform. The PP should include an analysis of policy

constraints in the agricultural sector that could reasonably be addressed

through project interventions and related policy reforms. In describing

the activities to be undertaken in the project, the PP should discuss the
 
policy environment affecting them, potential areas of conflict with
 
regard to policy and how these will be addressed.
 

The HIAMP project is designed to produce rapid results inagricultural output in the Eastern Caribbean. Policy reform will be of 
direct concern as existing governments' policies limit the Project's

achievement of its objectives. In the industrial sector, ably assisted
 
and promoted by PDAP advisory staff, there is now in most countries an
integrated set of fiscal incentives to attract both foreign and domestic 
investors in new productive enterprises. HIAMP field staff will follow
the same model, working to bring a potential investment to a successful
 
conclusion, noting the obstacles along the way, taking action with RDO/C

to not only overcome the immediate difficulties, but ensure systematic

solutions to policy reform.
 

There will be constraints which will not influence the
 
small enterprises initially supported by HIAMP, but may affect expansion
and growth. These potential limiting factors will be identified and
 
explored during the design and feasibility study phase by the field staff

of the Core Contractor and, through the Project Officer, carried to the
 
Office of the Mission Economist, seeking a course of remedial action.
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Depending upon the nature of the constraint, RDO/C may elect to work 
through the Public Management and Policy Planning Project, or through 
other project and/or program assistance to resolve the difficulty.
 

Policy concerns affecting agriculture that most need
 
attention in the Eastern Caribbean involve two major themes: the role of
 
parastatal agencies; and the control/access to land. To a greater or 
lesser degree in all states of the region, parastatal agencies are
 
directly engaged in the production, processing, or marketing of
 
agricultural commodities. Likewise, most regional states own or control 
a significant proportion of agricultural lands. The fundamental concern
 
with each of these policy themes is the extent to which private
 
initiative/investment is constrained. RDO/C plans to specifically
 
address each of these policy areas in the design and development of major
 
subproject activities, for the purpose of establishing alternative
 
policies that are more conducive to private investment and simultaneously
 
reduce the magnitude of recurrent cost borne by Governments.
 

Annex G addresses specific policy issues which will affect
 
the growth of private initiatives in the agricultural sectors of the OECS
 
states.
 

2. Project Implementation. The PP should describe the process 
for developing these activities and how the core contract will provide
the level of technical assistance and support necessary to carry out 
these functions without unduly increasing the burden on the RDO/C staff.
 

In response to DAEC guidance RDO/C conducted a thorough

analysis of the implementation arrangements necessary to ensure adequate 
management of project resources. Sections II.C.l and VI.D.3 present a 
description of the revised and simplified process of activity
 
identification, development, review and funding for the Quick Response

Activities. In summary, all QRA funds will pass through the Caribbean 
Financial Services Corporation (CFSC) after activities are designed and 
vetted by the Core Contractor and approved by RDO/C. Technical
 
assistance, training, accounting and management services will be included
 
in each QRA. CFSC will be staffed and trained to oversee activity
 
implementation and ensure AID regulations are upheld. The Core
 
Contractor will monitor the implementation of all QRA's, matching
 
progress against the plan prepared during the feasibility study, and
 
signal when corrective action is needed. CFSC's equity fund manager or 
designee will be on the Board of every firm that receives an equity 
investment and attend quarterly board meetings, e.g., act as 
 a
 
responsible investor. Major subprojects will each have independent

technical assistance, with progress toward designed objectives monitored
 
by the HIAMP Core Contractor. These arrangements will allow the Mission 
Agricultural Development Office to set policy, monitor overall progress 
of the project, interact with government's to improve the policy

environment, and provide corrective direction for subactivities.
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3. Core Contract. The PP should describe the role of the Core
 
Contractor in the implementation of typical activities under the smaller 
Quick Response Fund and larger major, project fund, and care taken that 
the contractor is not put in a position of recommending the feasibility 
of a sub-project in which it will have a subsequent financial interest.
 

The RFP which was issued in November 1985 for procurement

of Core Contractor services has specifically excluded any involvement of 
the Core Contractor in the implementation of major subprojects. The 
amendment to that RFP will not include sufficient person months of effort
 
for the contractor to implement Quick Response Activities. These two
 
restrictions should eliminate potential conflict of interest in the
 
provision of technical assistance to components of HIAMP.
 

4. Grant versus Loan Financing. The PP should discuss the
 
circumstances that would warrant an exception to the loan funding
 
preference, and still qualify within the guidelines on terms of aid.
 

The re-examination of options available to RDO/C for
 
funding new private sector initiatives in agriculture concurred with the
 
guidance of the DAEC. No grant funding which can be capitalized by a
 
private profit-making enterprise will be provided under HIAMP. Instead a
 
combination of equity (from HIAMP) and loans (from commercial banks,
 
development banks or other sources) will be used to support expanded
 
agricultural output. Private profit-making enterprises may qualify for
 
technical assistance and training grants, depending upon meeting the
 
criteria listed in the Financial Annex (Annex N). Non-profit
 
organizations, such as cooperatives, may qualify for grant funding of
 
physical facilities after satisfying RDO/C criteria, but the project will
 
seek to provide positive incentives for such organizations to become part
 
of a profit-making enterprise which can then qualify for equity and loan
 
funds.
 

5. Parastatals. Project activities that utilize parastatals
 
or state-owned enterprises should be conducted in accordance with AID's
 
private enterprise development policy.
 

The Mission foresees no support to parastatals or
 
state-owned enterprises except to directly promote privatization or lease
 
to the private sector.
 

6. Project Paper Analyses. The DAEC approved development of a
 
project proposal for up to dollars 40 million. However, the PP will need
 
to justify the level of assistance proposed with a list of identified
 
activities, detailed cost estimates of initial major sub-projects, and
 
illustrative costs of other, smaller activities. There are doubts as to
 
the agricultural potential of the islands of the Eastern Caribbean. Many
 
factors, including high transportation costs, local climatic conditions,
 
labor costs, lack of scale, and unrealistic exchange rates are believed
 
to limit the agricultural potential. Therefore, the PP should discuss
 
this issue thoroughly and demonstrate that the proposed sub-projects will
 
clearly be economically and financially viable.
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Agriculture has dominated the political and economic
 
history of the East Caribbean States. With the exception of Antigua, 
agriculture is currently the single most important economic sub-sector in 
all the OECS regional states. Agriculture will continue to be the 
backbone of these economies in the foreseeable future. This is true 
because the major resource endowment of the region is in fact its
 
agricultural land, populated by a labor force that is predominately
engaged in agriculture. The issue is not the potential agricultural 
capacity of the region, because such a capacity is already established 
beyond doubt. Rather, the issue is how to direct this capacity to fit 
changing markets and emerging opportunities for a different mix of crops.
 

There are profitable opportunities in spite of the 
constraints to agricultural resurgence. Annex I presents the 
illustrative projects proposed as Quick Response Activities, and the 
Financial and Economic Annexes present a detailed analysis for six such 
URA's, giving both financial and economic rates of return. Assuming only 
50 percent of the QRAs are viable at the average return, the project's 16 
(including TA) million dollar investment generates 45 million dollars 
when calculated over 10 years using a 15 percent discount rate. The
 
cocoa major subproject shows attractive gains from new technology, inputs
 
and professional management, while the two subprojects yet to be designed
 
can be given indicative but highly positive returns. The overall
 
economic analysis suggests that with the correct agricultural strategy, 
discussed in the following section, there are potentially attractive 
returns to private-sector agricultural development in the Eastern 
Caribbean. After reviewing the design team's field studies and details 
of actual export experience, RDO/C is now convinced the proposed level of 
funding is appropriate and justified. 

The Project Rationale devotes considerable attention to the
 
need to restructure agriculture in the Eastern Caribbean to allow the
 
potential which exists to be exploited by private initiatives. Small
 
scale interventions alone will not accomplish this demanding task. The 
strategy is to combine support to small profitable enterprises, which 
will build confidence in the possibility of agricultural growth and 
profit, with major subprojects which can influence more directly the 
policy environment. Tbgether the confluence of the two approaches will 
restructure the agriculture sector.
 

F. Contributors to the Project Paper
 

The following individuals contributed to the
 
development of this Project Paper:
 

AID Project Design Committee
 

William Baucom, Chief Agr. & Rural Development Office
 
Kimberly Finan, Chief, Project Development Division
 
Cecilia Karch, Social and Institutional Analyst
 



-17-


Robin Phillips, Program Economist 
Stephen Szadek, Deputy, Agr. & Rural Development Officer 
James Talbot, Regional Environmental Mgt. Specialist 

AID Project Review Committee 

James Holtaway, Director
 
Gerrit Argento, Private Sector Officer
 
R. Carey Coulter, Chief, Program Office
 
Stan Heishman, Regional Contracting Officer
 
Mike Maxey, Agr. Development Officer
 
Peter Orr, Chief, Project Development & Mgt. Division
 
Richard Warin, Regional Controller
 

Institutional Contractors
 

Agr. Cooperative Development International (ACDI)
 
Development Alternatives, Inc. (DAI)
 

Contracted Individuals
 

William Bolton, Development Alternatives, Inc.
 
Robert Cordover, Development Alternatives, Inc.
 
Arnold Cruikshank, Caribbean Development Bank
 
Susan Goldmark, Development Alternatives, Inc.
 
Thomas Henderson, University of the West Indies
 
David Hughes, Development Alternatives, Inc.
 
Donald Humpal, Development Alternatives, Inc.
 
Ernest Imle, Development Alternatives, Inc.
 
Donald Mickelwait, Development Alternatives, Inc.
 
Loren Parks, Development Alternatives, Inc.
 
Jerry St. Andre, Development Alternatives, Inc.
 
Jane Tomlinson, Agr. Cooperative Dev. International
 
Glen Trout, Development Alternatives, Inc.
 

Participating Countries 

The project design team traveled to the six principle
 
countries participating in the project and interviewed:
 

The Ministers and Permanent Secretaries of Agriculture

Ministers and Permanent Secretaries of Trade
 
Directors and Officials of Planning Units
 
Chief Agriculture Officers
 
Chief Extension Officers
 
Ministry Technical Officers
 
Executive Directors of the Chambers of Commerce
 
Executive Directors of National Development Foundations
 
Selected Commercial Bank Managers
 



Farmers
 
Fishermen
 
Officials of Cooperative Associations
 
Officials of Grower's and Fishermen's Associations
 
The PDAP Advisors
 
Regional Organizations such as CATWD, CFSC, CDB
 
Officials of Industrial Development Corporations
 
Officials of Development Banks
 
CARDI Advisors 
CAEP Advisors
 
CARDAIS Advisors
 
Officials of Central Marketing Corporations

Importers and Exporters
Huckters Associations 



-19-


II. PROJECT RATIONALE AND DESCRIPTION
 

A. Rationale
 

1. Background
 

Agriculture contributes $89.4 million to regional GDP
(1984), about 16 percent of the island states' domestic economy. The 
sector employs 30 percent of the regional workforce providing 45,500
jobs. It is also a major source of foreign exchange due to exports of 
bananas, cocoa, nutmeg and other fruits and vegetables. Growth in the 
sector over 1980-84 has been stagnant in Antigua, St. Kitts-Nevis, and 
Dominica, slow in Grenada and St. Lucia, and better statistically, but 
fundamentally weak, inSt. Vincent.
 

A complex combination of factors influence the current
 
productivity and future growth potential of agriculture in the region.

Constraints are not equally shared by all islands, but in general they
are all affected by high operating costs due to low labor productivity,
unevenly developed infrastructure and communications, weak management,
little knowledge of non-traditional marketing links and channels, and

excessive government involvement in most sectors of the economy. Land 
resources are limited in extent and soils subject to erosion due to the
highly sloped topography. Lack of water is an important constraint to 
agriculture in Antigua and St.Kitts-Nevis. Very poor internal and 
external transport places high costs and risks on investments in 
Dominica. The agricultural landscapes of St. Lucia and St. Vincent are 
dominated by traditional crops -- coconuts and bananas. Almost the 
entire surface area of the better agricultural land in St. Kitts is 
covered with sugar cane. With no ability to expand area to achieve 
economies of scale these commodities have become a drag on the
 
agricultural sector. Their huge sunk costs and importance to employment
 
have swayed governments to make continuing public investments in ailing
 
industries.
 

Growth potential in national markets is small, even with 
projected increases in the tourist trade. The chief intra-regional

markets, Barbados, Trinidad and Tobago, the French islands and the U.S. 
Virgin Islands are unreliable. Barbados is becoming more protectionist
 
as it attempts to diversify from sugar; and Trinidad is turning inward
 
for its supply, imposing restrictive import quotas. The French and U.S.
Virgin Islands have a highly seasonal demand pattern and these markets 
can be cut off by administrative actions very quickly.
 

There are structural problems with the Eastern Caribbean
 
which result from a history of plantation economies and
 
monopsony/monopoly marketing arrangements. In the past, the constraints 
associated with small island production were overcome by estate
 
agriculture, the growing and selling of one crop - sugar, bananas, cocoa
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- to one large colonial buyer. But times and markets have changed. The 
breakdown of plantation agriculture in the region has left in its wake a
 
slow-footed, ponderous agricultural sector dependent upon external 
protected and traditional marketplaces or government buyers to subsidize
 
its inefficiencies. There is little understanding of the demands made by

the competitive international market. Few incentives exist for the
 
producers of major commodity lines to seek out and adapt 
 new
 
technologies, develop more efficient management practices, devise
or 

improved marketing strategies. Many estates have deteriorated with
 
capital, leadership and ancillary services withdrawn from agriculture.

Governments now own and operate many estates at high cost and low
 
output. Smallholders are located predominantl- on hillside lands
 
producing for the small domestic markets and intra-regional trade. Much
 
of this smallholder production is skewed in structure and operation

towards the production of bananas for sale into a protected market in the
 
U.K. This protected marketplace is under assault from more efficient
 
producers, and over the next five to ten years, will likely disappear.
 

2. 	The Immediate Opportunities
 

Positive changes in agriculture are coming from two
 
directions. First, a new generation of producers are emerging from
 
pockets within the agriculture sector. They include agile private

entrepreneurs growing and shipping non-traditional export crops. They

are often small-in-scale, undercapitalized and with tenuous market
 
linkages. The Design Team found a wide range of potential investments
 
and 	26 possibilities which showed particular promise, of which six were
 
carefully analyzed for potential costs and returns. There are real
 
opportunities and existing entrepreneurs capable of absorbing project

assistance to make new investments inagriculture.
 

From the macro perspective, there are also opportunities
for export growth. There is a wide range of fresh produce items that are
currently grown or could be grown in the Eastern Caribbean that have high 
consumer acceptability in North American and European markets. Nine
 
major product groups which have distinct market potential can be readily

identified:
 

o 	traditional Eastern Caribbean export commodities, such
 
as bananas, cocoa, and spices;
 

o 	produce that has been traditionally grown in the region

for which there is strong demand from Caribbean
 
emigrants to North America and the U.K., for example,
 
yams and other root crops, breadfruit, etc.;
 

o 	fresh produce items focused at 'non-Caribbean' ethnic
 
market sectors, for example, to the Asian and Oriental

communities in developed country markets;
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o 	 a rapidly expanding market for exotic, tropical fruitsand vegetables demanded by indigenous North American 
and European consumers, for example, carambola, 
mangosteens, soursop, red bananas; 

o 	 tropical and warm temperate fruits that already have 
wide 
consumer acceptance in developed countries, for
 
example, mangos, pink grapefruit, avocados; 

o 	 off-season (or "winter") vegetables that exploit market 
"windows" in the winter months, for example, bell
 
peppers, eggplant, okra; 

o 	 tropical cut-flowers and ornamentals, for example, Bird 
of Paradise, Anthuriums; 

o 	processed products that are 
 already

domestically-produced in the region, for example, dried 
sorrel, pepper sauce; and, 

o 	 mariculture products such as shrimp, crabs, crayfish,
fin 	fish, molluscs, prawns, oysters, and algae.
 

The above are examples of niche markets. Annex F(Marketing Analysis), explores market opportunities for selected existing
and 	potential Eastern Caribbean fresh produce items in more detail. Pink
grapefruit, mangos and, to a lesser extent, avocado which are already in
production in the region have significant market opportunities in theU.K., continental Europe, and Canada (for example, mango imports into
Europe have been increasing at a rate of 2,000 tons per annum in recentyears). A wide range of tropical items that can be grown in the Eastern
Caribbean are attractive, easily prepared, small in size, low in unitcost, and have enormous market potential in developed country markets.
 
Markets are increasing in size, and are accessible to regional growers,for tropical flowers. Seed stock for shrimp and oyster production are,
potentially, products that could capitalize on the warm weather and good
water quality in the Eastern Caribbean, and penetrate specialized

mariculture markets.
 

Changes in government attitudes provide the second

opportunity for positive improvement in agriculture. There is growingconviction that the private sector can make a significant contribution to
 
national economies. Public 
 leadership has become increasingly

disenchanted with state-run farms, marketing boards 
 and market
 
interventions. Leaders recognize that agriculture must undergo a
transformation if it is to play a positive role in their 
nations'
 
development.
 

Bringing these nascent opportunities to fruition is the
 
challenge of HIAMP. The Project must be flexible enough to support
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individual entrepreneurs who fill niches in international markets while
 
assisting governments to withdraw from direct involvement in agriculture

as the private sector assumes responsible leadership. Some
 
HIAMP-supported enterprises will fail, others succeed beyond all
 
expectation. RDO/C has designed a high-risk, high-return intervention

which supports private development from both the bottom and the top of

the agricultural sectors in the states of the Eastern Caribbean.
 

3. Project Strategy - A Market-led Approach
 

AID support to diversification throughout the Caribbean and 
Central America into non-traditional crop lines (e.g., winter vegetables

for the U.S. market) has further circumscribed options for the Eastern
 
Caraibbean. The region cannot go head to head with larger countries in

the production of mainstream vegetables and fruit destined for mass 
markets in North Anerica. The Caribbean Basin mainland countries have 
larger land areas, longer experience, better support structures, higher

labor productivity, and transport advantages for production of bulk

commodities. Because of scale, they are also more likely to be able to 
pay the costs of meeting tough new inspection and phytosanitary

requirements of the USDA.
 

To be able to enter international markets, the countries of
 
the Eastern Caribbean must restructure their agriculture by changing the
 
crops that they grow and the way that their agricultural economies
 
operate. The key strategic ingredients for restructuring include the

need to let markets drive the selection of crops to be grown and to

permit the most efficient management to produce and sell the output.
 

Some traditional commodities have a continuing role in a 
restructured agriculture sector. Cocoa has major near-term and long-term
benefits due to a special position in the market for "fine-flavor" 
Eastern Caribbean production; benefits which can be captured with better 
technology, management, and marketing strategies. Smallholder food crops
 
native to the region have found export markets in the U.K., Canada and
 
New York City, as the growing West Indian population seeks yams, eddoe,

tannia, sweet potatos and other indigenous produce.
 

The design of HIAMP flows from the recognition of the need
 
to demonstrate the validity of this market-driven strategy to risk averse
 
producers, investors, financial institutions and governments in the
 
Eastern Caribbean. There is the willingness on the part of all
 
governments in the region to let the private sector fill specialized 
market niches. Thus, the Quick Response Activities proposed find
 
universal support and approval from all elements of the agricultural

commnunity. However, when the mainstream of the agricultural economy is
 
affected, "as in the major subprojects proposed in HIAMP, governments have
 
insisted on a role that, at a minimum, preserves their ability to avoid
 
massive social or political disruption. The success of the HIAMP project

will depend on its ability to show the advantages, including increased
 
stability of the sector, of a more efficiently managed and diversified
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agriculture. HIAMP will demonstrate how the private sector can learn to 
structure a response to market opportunities. This includes how to 
manage the response in an extremely risk averse financial environment,
provide stability for an industry with large cyclical price movements,
sell to highly competitive and changing markets, and build capacity by

selling to secondary buyers while production evolves. Agriculture in the
 
Eastern Caribbean must learn to be fast on its feet in anticipating and 
meeting international market niches. That is only possible in
 
circumstances which encourage private-sector investment in new
 
agricultural technology, production, packaging and marketing. HIAMP will
 
help bring those circumstances into existence.
 

These requirements for a restructured agriculture translate 
into the needs for project components with:
 

o 	 a prospective ability to identify market opportunities
and entrepreneurs ready to invest in agriculture. The
 
core contractor in HIAMP will fill this role.
 

o 	a mechanism to reduce the risk of "niche filling" in
 
international markets by local organizations,

corporations, joint ventures, and individuals. The
 
financial and technical support to be provided through
 
Quick Response Activities adresses this need.
 

o 	 a mechanism to influence the .way that major new
 
initiatives in crop production and marketing are
 
undertaken to foster the restructuring of national
 
agricultural environments for private initiatives and
 
commercial management. The Major Subprojects will
 
fulfill this role.
 

4. 	Relationship to AID and RDO/C Strategy
 

HIAMP is an agricultural project with funds and technical
 
assistance directed to and through the private sector. Of the eight
Project Papers outlining similar initiatives in the Caribbean Basin and 
Central America examined during the design phase, HIAMP has less
 
government involvement, and more direct support to and through the
 
private sector than any other AID-supported project. HIAMP will promote
RDO/C objectives. It will "foster economic self-reliance" and

"strengthen the environments in which private economies flourish", by

direct support to private sector initiatives in agriculture and by

leveraging HIAMP assistance to encourage private sector investment.

Annex G describes some of the restrictive investment environment which 
the 	project will attempt to change.
 

The project will also promote growth in GDP, a primary
RDO/C regional objective, in measurable ways. First the project will 
promote expanded earnings of the enterprises directly supported under
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HIAMP. Then, the region will reap the benefits attendant to the vitality

of broader economic activity that will follow freeing agricultural

production and export. HIAMP is designed to harness the energy and the 
initiative of the private sector to get agriculture moving, changing its
 
shape and policies along the way.
 

HIAMP directly supports special concerns on Grenada for 
divestiture and policy reform through support to cocoa production on 
private model farms created from 
state lands. The project encourages
 
private sector agricultural diversification on land now held for sugar

production in the Leeward Islands. During the course of implementation,

there will be opportunities for dialogue on 1) national agricultural
 
investment policy, 2) land and water resource management, and 3)
 
privatization of marketing functions. HIAMP will allow high-level policy

discussions to move from the general to the particular, as specific
 
impediments to new investment, export sales and domestic production are 
identified during project implementation.
 

HIAMP will complement and draw from previous and on-going 
support to institution building in agricultural research, extension,
 
training, marketing, transportation, and lending projects, described in
 
the Administrative Analysis (Annex P). There will also be synergism

between HIAMP and the other programs in RDO/C's portfolio. Enterprise 
development and manufacturing programs directly interact with small 
agribusiness activities, calling for close coordination of priorities,
 
funding channels and objectives. Programs in public sector management,

fiscal reform, natural resource utilization and infrastructure will add
 
to the ability of RDO/C to establish the policy dialogues needed to make
 
HIAMP a success. Together, the major projects provide an interlocking

approach to the circumstances which constrain development in the Eastern 
Caribbean. HIAMP will contribute to and benefit from the interaction 
with ongoing and planned RDO/C programs.
 

B. Project Cbjectives
 

The Goal of the project is the achievement of a growth-oriented
 
sustainable, private sector-led agricultural production, marketing and
 
export industry in the Eastern Caribbean.
 

The Purpose of the project is to increase the contribution of 
the agricultural sector and agricultural enterprises to GDP from $89 
million in 1984 to a minimum of $152 million (in real terms) in 1995. 
This five percent annual compounded rate of growth will be achieved by
spurring new agricultural investment in privately owned and managed

commercial enterprises, to grow for and sell to export markets. The
 
climate for investment in agriculture in the Eastern Caribbean will be 
improved, removing major constraints to development while building
 
confidence in private capacity within the agricultural sector.
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First-stage project success will be denominated in gains in the 
balance sheet and income statements of the private organizations which 
the project assists, directly translating to significantly increased
 
gross domestic product (GDP). Fifty percent per year returns to equity
investments in commercial agricultural enterprises are expected within
 
the first three to five years. Second-stage success measures will be
 
reflected in the policy changes which accompany local government's
 
increasing confidence in private-sector management of basic agricultural
 
production. The project's goal will be accomplished when there is a 
self-sustaining, growing, vital, private agricultural sector in the
 
Eastern Caribbean.
 

C. Project Components
 

There are three central components to HIAMP: a) Quick
 
Response Activities (QRA) below $500,000 in AID funding, to stimulate the 
movement of smaller-scale private agriculture enterprises to fill niches
 
in foreign markets, and to prove the profitability of agricultural

investments; b) Major Subproject Activities to complete the restructuring 
of agriculture by direct involvement in the major crop lines and producer

associations in the Eastern Caribbean; and c) a Core Contract to provide 
integrated design, coordination and management services. Section III
 
which follows, provides a breakout of the proposed funding for this 40 
million dollar undertaking.
 

HIAMP is a modular project, designed as a framework which 
identifies and establishes productive enterprises in agriculture. Quick

Response Activities will be funded as the best ideas come forward, are 
studied and presented to the RDO/C grantee, the Caribbean Financial
 
Services Development Corporation (CFSC). While 26 URA opportunities have
 
been identified in Annex I, actual submission of the activities will 
await the detailed operational designs (feasibility studies) completed by
 
the Core Contractor, often in conjunction with an outside investor
 
interested in an agricultural joint venture. The Cocoa Major Subproject
 
Activity has been included in this Project Paper, but the design of
 
Tropical Fruit (the Windwards) and Crop Diversification (the Leewards), 
and the Mariculture Subprojects will be the responsibility of the Core
 
Contre-tor. The Core Contractor will provide market information and
 
investor search services, operating both from Barbados and the United
 
States, connecting subprojects to markets in North America, Europe and
 
elsewhere where opportunities exist for Eastern Caribbean agricultural 
exports.
 

1. Quick Response Activities
 

a. ahe Process for QRA's
 

There are four steps in the process of implementing a 
Quick Response Activity: i) identification, feasibility study and 
operational plan, ii) review and approval, iii) funding, and iv) 
implementation and monitoring.
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The Core Contractor will work with local and foreign 
potential investors to identify and explore investment opportunities. If
 
necessary they will undertake a small test of packing, shipment, or 
marketing from funds contained within the Core Contract. Together, they 
will prepare a feasibility study with an operations plan describing how 
the enterprise would be organized and managed, the technology to be used, 
assistance and the markets to be penetrated. Estimations of costs and 
returns will be prepared for review by financial institutions. Analyses 
required by AID will be included, e.g., IIE's, procurement plans, etc. 

The feasibility study, with its proposed financial 
plan, will go forward to the Project Review Committee, composed of the 
RDO/C Chief of the Office of Agriculture and Rural Development (ADO), the 
.ream Leader for the Core Contractor, and the Project Manager for 
Caribbean Financial Services Corporation (CFSC), the intermediary 
financial institution which will dispense HIAMP funding for QRA 
activities. After committee review, the ADO will forward an Action 
Memorandum to the Director requesting approval to fund the subproject 
activity.
 

CFSC will disburse the funds required by the QRA
 
activities, providing grants and equity as approved by RDO/C. Details of
 
the flow of funds, and CFSC's responsibilties are found in the 
Implementation Plan (Section IV) the Financial Analysis (Annex N), and 
the Administrative Analysis (Section VI D and Annex P). 

The enterprise will implement the URA with funds
 
(equity and/or grant) provided by CFSC. Provisions for management
 
assistance, financial accounting services, technical assistance,
 
commodity procurement, and construction (should any of the above be 
required) will have been detailed in the feasibility study, and will be
 
activated by the management of the enterprise, with assistance from CFSC 
and the Core Contractor.
 

b. Specifying QRA Requirements
 

RDO/C will grant to the Caribbean Financial Services
 
Corporation funding for management, administration and oversight services 
to open two agricultural financial service windows -- a grant fund and an 
equity investment fund. Through an RDO/C grant estimated at $12.0 
million dollars, CFSC will: (i) take equity positions in for-profit 
agricultural enterprises; and, (ii) on-grant funds for technical
 
assistance and training to for-profit enterprises, and capital goods,
 
management, training and technical assistance to not-for-profit
 
associations and cooperatives. The costs of feasibility studies and 
packaging of investment opportunities to be presented to CFSC will be 
borne from the Core Contract, and not charged to individual enterprises 
or paid by CFSC. 
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CFSC will take equity positions in agricultural
enterprises strictly on the basis of financial criteria -- the expected
rate of return compared to the risk of the investment. No combination of 
equity and grant for an individual enterprise will exceed $500,000. No 
more than 49 percent of the equity will be held in any one enterprise by

CFSC. Grants for technical assistance, training or other non-capital

goods will not exceed 50 percent of the equity contribution, and cannot 
be provided in the absence of an equity position in the enterprise.
Details of the financial criteria to be used in selecting for-profit
enterprises for funding are fully developed in Annex N. 

The Quick Response window can also be approached by
not-for-profit agricultural enterprises, such as producer cooperatives,
with proposals for expansion, diversification or export funding support.
Local cooperative and association regulations do not allow equ. :y
positions to be taken by a non-producer, causing CFSC funding to be made 
in the form of a grant. Approval of grant funding requests will be made 
on the same financial criteria as used to evaluate for-profit enterprise
proposals. CFSC will be chartered to allow grants to associations and/or
cooperatives for the construction of physical facilities, as well as 
training, technical assistance and management support. However,
incentives will be provided for the not-for-profit associations to become 
part-owners of a for-profit enterprise which would then qualify for CFSC 
equity participation.
 

Potentially attractive QRA's totalling five million
 
dollars in prospective activities were identified during the design

phase. Judging from these opportunities, the average QRA may require

from $120,000 to $150,000 in equity, making an enterprise's equity total
 
near $300,000 (assuming CFSC takes a 49 percent equity position), with 
the potential for loan funding of approximately $200,000 (depending upon
the nature of assets), making the average small activity approximately 
$500,000. But there is scope for much smaller projects, such as in 
floriculture, where $50,000 can begin a profitable export enterprise. 
Analysis of six potential agricultural and agribusiness activities shows
 
that the benefit/cost ratio is 1.54 calculated on financial criteria
 
using market (15 percent) interest rates. Assuming that 50 percent of
the enterprises fail, the financial and economic analysis (Annexes N and
 
0) show highly positive returns to financing the Quick Response

Activities. Support to CFSC to employ professional financial specialists

with agricultural experience, attendant supporting staff, accounting
 
contracts and field supervisors, will total $.850 million dollars for the
 
first five years of the project. Details of the continuation of the fund

after the project terminates, and the drawndown allowed to CFSC from 
profitable buyouts of equity positions within five years of the
 
investment, are contained in Annex N.
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2. Major Subproject Activities
 

Four major Subproject activities are scheduled for
 
HIAMP. The Cocoa Subproject is ready to begin with the signing of the 
Project Paper and the satisfaction of conditions precedent by the
 
participating governments. The. Tropical Fruit Subproject will be

designed to build upon an existing production base in need of marketing 
arrangements to satisfy known demand for exports, while the Crop

Diversification Subproject awaits definition with the Governments of
 
Antigua and St. Kitts-Nevis, on policies of diversification and
 
distribution of land presently held in sugar production. A Mariculture
 
Subproject will follow from QRA support to ocean farming R&D, seeking
commercial opportunities for exotic marine products from the Eastern
 
Caribbean.
 

a. The Cocoa Subproject
 

The cocoa industry is significant in Grenada, of
 
growing importance in St. Lucia and holds good potential for St. Vincent 
and Dominica. There is an established market for cocoa from the Eastern 
Caribbean, with international buyers prepared to provide forward purchase

contracts for "fine-flavor" cocoa. Yet returns to islands' cocoa farmers
 
have been low, with a resulting decapitalization of existing assets and

neglectful management of many of the cocoa stands. Government takeover of 
the cocoa industry in Grenada led to deteriorating management of the 
cocoa farms in that country. Price declines from the record highs of the 
late 1970's have also exacerbated major structural inefficiencies in
 
production and fermentation technologies, supporting services, farmer
 
association management, and marketing. On other islands, the relatively
small acreage in cocoa did not support the necessary industry services.
 
Buyers' interest in cocoa beans from the region has increased as African 
supplies constrict and more manufacturers include new, higher quality
chocolate products in their market plans. TLchnology is available which 
will substantially increase production and lower costs per unit of output

and land employed. Specialists from the U.S. chocolate industry have 
contributed their time and knowledge to help design a program which would
 
add $3.6 million per year to Grenada's foreign exchange by 1991.
 

HIAMP will address the management, technology and
 
marketing requirements of the major cocoa producers in Grenada, those

which account for 75 percent of all export production, as well as the 
recipients of land under a divestiture "model farm program" where cocoa
 
is or will be established. The project will introduce new cultivars and
 
techniques necessary to make the industry profitable enough to sustain 
increased private investment. RDO/C efforts will complement a larger

contribution by CIDA, which will build institutional capacity within the 
proposed Grenada Cocoa Corporation to assist the large body of mediuml
and small-scale growers. Although marketing of fermented cocoa is
 
restricted to the existing Grenada Cocoa Association, there is scope for
 
private sector professional management and private sector services to
 
support new cocoa technology.
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In St. Lucia the project will work through the St.
 
Lucia Agriculturalist's Association, originally established to foster
 
growth in the cocoa industry, to introduce and demonstrate more intensive 
cocoa management practices. Since World's Finest Chocolate has
 
contracted with St. Lucia producers, guaranteeing a 25 percent premium 
over world spot market prices, these farmers have a strong incentive to 
employ new practices. In St. Vincent cocoa is being promoted in support 
of improved watershed management programs. The project will work with the
 
Organization for Rural Development (ORD), private landholders, and
 
producers. HIAMP will support stand rehabilitation efforts and plantings

using the new higher yielding production techniques. A modest effort of 
demonstration and rehabilitation will be undertaken through the grower

associations on Dominica.
 

This three million dollar subregional subproject will 
operate through one grant to a Private Voluntary Organization (PVO) which 
has experience and capability working in cocoa development projects. The
 
PVO will contract with technical speciality services in cocoa production

and research, as well as provide direct funding to the Grenada Cocoa
 
Growers Association, the St. Lucia Agriculturalists Association, ORD on
 
St. Vincent, and the Farmer's Association on Dominica for well-specified
and agreed activities. HIAMP will ensure professional management of
 
grant resources. Over time, the project will seek to encourage the

establishment of commercial entities responsible for many aspects of the 
operations of the cocoa industry which would be owned, in part, by the
 
cocoa producer's associations. Additional information on the cocoa
 
subproject can be found in Annex J.
 

b. The Tropical Fruit Subproject
 

This subproject will be designed to Handbook III
 
standards, and submitted by a team assembled by the Core Contractor to
 
the RDO/C Mission Director for authorization within the first seven
 
months of the implementation of HIAMP. The subproject will build upon
the existing productive capacity of the Windward Islands for tropical 
fruit, a capacity generated primarily from a major tree stock
 
distribution program of British foreign aid. Tree crop output is
 
projected to increase sharply over the next five years; the output is
 
exportable, but marketing arrangements remain unclear.
 

The natural resource base in the Eastern Caribbean
 
provides a special advantage in the production of tropical

fruit--Dominica, St. Vincent, St. Lucia and Grenada are especially well 
suited to grow many varieties of tropical exotic fruit which have high
 
market value. HIAMP would seek marketing outlets for existing

production, first Canada Europe without restrictive
from and entry

requirements, then build capacity and quality to allow shipment to the 
U.S. market. An ongoing USDA/USAID fruit fly trapping program on St.
 
Vincent and Grenada offers the possibility that these islands will be
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declared "fruit fly free" zones, which would allow direct shipment of

fresh fruits to the southern portion of the United States. It would 
create the only supply source for several tropical fruits, outside the 
small U.S. production of exotics, such as Passion Fruit, which are
 
currently prohibited from entering the U.S. market in fresh form.
 

There is a movement within the four Windward Islands to
 
promote regional cooperation in exports of fresh produce. HIAMP would 
provide support to the privatization of marketing arrangements through
encouragement to private growers association in each country, and for the
 
region should there be interest from producers, exporters and buyers.
Special consideration would be given to promoting growth of private

sector traders, privatization of marketing board functions, and external
 
investment in joint ventures. But the subproject would be more than an 
exporter of existing production, there are serious problems in growing,
picking, packing, and transportation of fresh produce that constrain
 
export sales. The project would assist the associations to settle on 
standards, grades, priorities and labels, and then improve quality and
 
quantities of those which are most valuable. In addition, the project

would conduct experiments with alternative modes of air shipment for
 
high-cost perishables, and introduce new tropical fruit and nut products
which have known high-value markets in the United States and Europe.
Annex K provides more details of the proposed six million dollar Tropical
 
Fruit Subproject.
 

c. The Crop Diversification Subproject
 

Due to rainfall patterns, cocoa and tropical fruit are
 
produced primarily on the four Windward Islands. The Crop

Diversification Subproject seeks to improve agricultural production and 
profitability in the Leewards -- Antigua and St. Kitts-Nevis. There is an excellent opportunity for private sector investment in high-return row 
crops on land presently reserved for use by marginal return activities. 
This would provide technology, management and markets which would
 
directly benefit growers on St. Kitts-Nevis and Antigua. The subproject

would demonstrate the technology for the mechanization and
 
commercialization of 1,000 acres of Sea Island Cotton 
or other exotic
 
crop, with complementary row crops should irrigation be available during

the summer growing season. Annex L provides the details of the proposed

subproject, which is allocated two million dollars, and will be designed

early in the second year of project operations by a team to be assembled
 
by the Core Contractor.
 

d. The Mariculture Subproject
 

No resource is more abundant in the Eastern Caribbean 
than clear, clean seas maintained by the sun at the consistent
 
temperatures needed for exotic species iariculture. Project activities
 
supported from Quick Response Funds will have had one or more years of
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operation by the time scheduled for the design of the Mariculture
 
Subproject. That should allow sufficient gestation period for the
 
opportunities to be explored at smaller scales. Activities which are now
 
ongoing and considered for HIAMP include a shrimp hatchery producing seed
 
stock, oyster seedling production, Mithrax Crab production on two islands
 
using algal turf technology, Marron Lobster outgrowing, sea moss
 
production, fish hatcheries, and reef enhancement for mollusks such as 
conch. This subproject, to be designed late in the second year of the 
project by a team assembled by the Core Contractor, has been allocated 
one and a half million dollars. 

3. The Core Contractor
 

The Core Contractor will manage the diverse and modular
 
activities of HIAMP, under the policy direction of the Agricultural and
 
Rural Development Office (ADO) of RDO/C. The Request for Propusals for 
contractor services was published and distributed in November with a
 
March submission date (revised to April). The Core Contract will provide 
five island advisors (to be phased in over the first two years), two 
Barbados-based specialists (the Team Leader and the marketing

specialist), and home office support. The Administrative Analysis (Annex 
P) provides details of the activities and responsibilities of the Core 
Contractor, while the Implementation Plan (Section IV) outlines the
 
time-phased actions needed to begin the project.
 

The Island Field Advisors will work with local
 
entrepreneurs and outside investors to prepare feasibility studies
 
(drawing upon specialized technical assistance if necessary from the Core
 
Contractor's short-term TA funds), assist in obtaining equity, loan and
 
grant funding, monitor Quick Response Activities once implementation has
 
begun, and assist with marketing arrangements for the agricultural
 
output. They will also provide monitoring services on the pace and
 
progress of implementation.
 

The Core Contractor's Barbados office will manage overall
 
contractor responsibilities in HIAMP, with the Team Leader providing

supervision and coordination for the activities of the Island Advisors. 
The marketing specialist will work directly with commodity producers and 
agroprocessors to secure market niches and to ensure that the products 
exported meet quality control standards. There will be significant

accounting and administration requirements for the funds expended by the 
Core Contractor, aggregating all field accounting from the Island
 
Advisors, preparing the final feasibility study submissions to CFSC,
 
completing environmental examinations and assessment for RDO/C, meeting
 
potential investors for briefings and transfer to the island with the
 
most appropriate natural resource base for their particular interest, and
 
establishing workplans and priorities for future direction of the project.
 



-32-


The Core Contractor will be required to maintain a capacity 
for rapid response to market, pricing, quality and quantity information 
on the U.S., Canadian, and European markets, when requested by the
 
Barbados office. This information is assumed to be provided by the 
Contractor's modest home office staff. This office will also design and 
operate an investor search system to identify potential buyers, brokers, 
marketers and importers of goods which are or can be grown in the Eastern 
Caribbean. When investors have been identified who are interested, 
personal contact by a representative of the Core Contractor is the best 
method of creating an atmosphere conducive to joint venture participation 
in the Eastern Caribbean. See the Technical Analysis in Section VI for 
a more detailed description of the proposed investor search model for 
HIAMP. 

Finally, the Core Contractor will manage a $300,000 fund to
 
undertake small-scale research and development activities for HIAMP.
 
This would include limited tests of crop varieties, production practices,
 
packaging, shipment, processing and test marketing products. The Core 
Contractor will design the three Major Subprojects to AID Handbook 3 
standards. 

The Core Contractor, with supporting staff on five islands, 
a Barbados office, U.S. support and a significant allocation of
 
short-term design assistance for both QRA and major subprojects is
 
estimated to require ten million dollars over a five-year period. These 
costs have been included in the economic analysis of HIAMP, which
 
indicates positive returns with this level of TA. The best RDO/C
 
judgment is that in the Eastern Caribbean, in the absence of professional 
Core Contractor services, there is little likelihood that the project
 
would be successful.
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III. COST ESTIMATE AND FINANCIAL PLAN 

A. 	 Component Cost Summary 

Each major project component cost within HIAMP is estimated as 
follows:
 

Table 1
 
HIAMP COMPONENT COST SUMMARY
 

(InU.S. dollars)
 

Quick Response Grant and Equity Funds 12,000,000
 
CFSC Administrative Expenses 850,000
 
Major Project Fund 12,500,000
 
Core Contractor 
 10,000,000

Special Studies and Evaluation 	 750,000
 

over the five year life of project. 


Contingency 3,900,000 

TOTAL 40,000,000 

B. Financial Plan 

'lble 2 estimates the level of expenditures by project year 
Project year rather than fiscal year
was used so that adjustments could be easily made based upon when the 

project actually begins. Figures presented in the sections on major
subprojects are based on fiscal year projections with the project life
 
beginning in April 1986. Although projections have been adjusted so that
they are internally consistent, it should be noted that they are
 
different numbers. Fiscal year 1986, for 
example, includes only the

period from April-September, while the project year shown in Table 2 
covers April 1986-March 1987.
 

It is hypothesized that equity investments and grant fund
 
disbursements will increase steadily over time with the 
 heaviest

disbursement in year 4. Since it is unlikely that a significant return
will be realized on CFSC's equity fund investments until year 5, it is
proposed that AID cover most of CFSC's management and administrative 
costs associated with the grant and equity funds until that time.
 

A total of $12.5 million has been allocated for the major
subprojects that are expected to 	 have a substantial impact on exportearnings from agriculture, GNP and employment. The design of the cocoa 
subproject, including an analysis of costs on a fiscal year 
basis, is
discussed in Annex J. This subproject is ready for implementation. The 
tropical fruit subproject is estimated to cost $6 million, with a

proforma budget presented in Annex K. This subproject will be designed
and 	begin implementation during the first year of the project. 
 le 	Crop
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Diversification project on the 	Leeward Islands, described in Annex L, andthe 	Mariculture project, described in Annex M, both will be designed and 
begin implementation inyear two.
 

Additional special studies and project evaluation activities are expected to require about $750,000. This line item includes an annualfinancial review and two audits of the 	 project. (See Section VIII on
project evaluation for further details). TWo of the special studies,

discussed 
in 	Section VIII, that have been identified to date are
agricultural lending and transportation. Finally, a contingency of about

10 percent of total project funds has been reserved.
 

C. 	Total Contributions to the HIAMP Project
 

USAID funds will be used to leverage additional resources from 
private investors, cooperatives and groups, CFSC, other intermediary
financial institutions and other donors. Conservative estimates indicate
that HIAMP activities will generate an additional $22 millioninvestments from these sources -- causing the total 

in 
value of project 

association or cooperative involved. It is estimated that
 

activities to be about $62 million. 

Table 3 estimates the total investment that will enter HIAMP 
activities. Major contributions include: 

o Equity Investment: 
contribution from 

Each 
the 

subproject will require 
private entrepreneur, 

some 
group 

each dollar invested by the CFSC equity fund in private,a
profit-making corporation will generate (at least) $.25 in 
new 	investment from private local or expatriate investors.

Each dollar of grant funds to a non-profit cooperative or 
association is expected to generate $.15 
 in new

contributions from 
 members. In addition CFSC will
 
contribute 15 percent of 
its annual net profits to the
Equity Fund. Given expected profits of US$3.5 million
 
during the next five years, CFSC should contribute about 
US$525,000 over the first five years of the project.
 

o 	 Loan Funds to Quick Response Activities: HIAMP grant and
equity funds plus technical assistance should make it more 
attractive for private (including CFSC) and, public

financial institutions to lend to HIAMP subprojects. Each
dollar from the equity fund is expected to generate the same amount of loan funds to Quick Response Projects -
about US$ 7 million over the first five years of the
 
project.
 

o 	 CFSC Administrative Expenses: Although USAID will pay for 
most of CFSC's administrative expenses associated with
managing the Grant and Equity Funds, CFSC has agreed to pay
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for 	 an additional full-time secretary and the rental cost 
for added space. The value of this contribution is
 
estimated at $100,000 over five years.
 

o 	 Regional Cocoa: The design for the regional cocoa 
subproject estimates that private investors and
 
cooperatives will invest $500 thousand and $250 thousand 
respectively. Intermediate Financial Institutions will 
provide about $1.25 million in loan funds, while the 
Canadian International Development Agency has pledged
US$6.4 million for the rehabilitation of cocoa in Grenada. 

o 	 Tropical Fruits: The $6 million provided by USAID will be
 
supplemented by $1 million and $250,000 in investment funds
 
by private entrepreneurs and cooperatives. IFIs will
 
contribute about $1 million in loan funds while the British
 
Development Division has stated that it will provide about 
$250,000 in grant funds.
 

o 	 Leeward Island Agricultural Diversification Project: This
 
$2 million project will seek $500,000 in private
 
investment, $100,000 from cooperatives and $500,000 in loan
 
funds.
 

o 	Regional Mariculture Development: This $1.5 million project 
expects to generate about $500,000 from private investors. 

Not included are contributions expected to be made by the
 
International Bank for Reconstruction and Development (IBRD) and the
 
European Development Fund (EDF). The IBRD, for example, has just begun a 
$10 million production and export development project in Grenada which 
may have important linkages to HIAMP. The EDF is providing technical 
assistance to the Caribbean Agricultural Trading Company (CATCf), and may
provide financing to other institutions that will interact with the HIAMP
 
project.
 



-36-

Table 2 
SUMMARY OF PROECT COSTS BY PROJECT OMPONENT AND EXPENSE CATEGORY 

(IN US$00) 

PROJECT CDMPONENT/YEAR ONE TWO THREE FOUR FIVE TOTAL 

1. Quick Response Funds 

a. Grant 500 1000 1250 1250 1000 5000 
b. Venture Capital 300 1000 1500 2000 2200 7000 
c. CFSC Admin. Costs 

Manager 50 53 54 58 61 276 
Project Ass't 0 35 37 38 41 151 
Account./Procure 25 26 28 29 30 138 
Account./Procure 
Travel/Per Diem 

25 
10 

26 
15 

28 
15 

29 
15 

30 
15 

138 
70 

Conmmunications 2 2 2 2 2 10 
Office Equipment 20 0 0 0 0 20 
Supplies 5 5 6 6 6 28 
Utilities 3 4 4 4 4 19 

Sub-Total 940 2166 2924 3431 3389 12850 

2. Major Project Fund 

a. Regional Cocoa 1096 709 556 436 203 3000 
b. Tropical Fruits 300 2000 2000 1000 700 6000 
c. Crop Divers. 0 300 1000 700 0 2000 
d. Mariculture 0 250 500 500 250 1500 

Sub-Tbtal 1396 3259 4056 2636 1153 12500 

3. Core Contractor 2200 2000 2000 2000 1800 10000 

Sub-Total 2200 2000 2000 2000 1800 10000 

4. Special Studies & 
Project Evaluation 
a.A g. Credit 60 0 0 0 0 60 
b. Transport 60 0 0 0 0 60 
c. Financial Review 10 10 10 10 20 60 
d. Other Studies 0 100 100 80 40 320 
c. Evaluation 0 100 0 150 0 250 

Sub-Total 130 210 110 240 60 750 

Total 4666 7635 9090 8307 6402 36100 

Contingency 0 0 1300 1300 1300 3900 

GRAND IOTAL 4666 7635 10390 9607 7702 40000 
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Table 3 
HIAMP FUNDING FROM ALL SOURCES a_ 

ACTIVITY USAID PRIVATE GROUPS/ CFSC IFI's CIDA BDD IOTAL 
INVEST. (DOPS 

Core Contractor 10000 0 0 0 0 0 0 10000 
Grant Fund 5000 0 0 0 0 0 0 5000 
Equity 7000 1750 300 500 0 0 0 9550 
Loan Funds(QRF) 0 0 0 0 7000 0 0 7000 
CFSC Admin. 850 0 0 100 0 0 0 950 
Regional Cocoa 3000 500 250 0 1250 6390 0 11390 
Tropical Fruits 6000 1000 250 0 1000 0 250 8500 
Leeward Islands 2000 500 100 0 500 0 125 3225 
Mariculture 1500 500 0 0 0 0 0 2000 
Studies and Ev. 750 0 0 0 0 0 0 750 
Contingency 3900 0 0 0 0 0 0 3900 

TOTAL 40000 4250 900 600 9750 6390 375 62265 

a_! With the exception of USAID funding, other sources are design team 
estimates and reflect no actual committments. 
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IV. IMPLENTATION PLAN
 

A. 	 Implementation Analysis 

HIAMP is a five-year project, with a PACD of April 30, 1991. 
The project is divided into three components, and the implementation
schedule is similarly divided into those actions necessary within a 
particular component of the project. The first two to begin are the
Quick Response Activities (QRA's) and the Regional Cocoa Rehabilitation 
and 	 Development Subproject. The remaining three major subprojects will 
be designed on the timetable shown below.
 

1. 	 Quick Response Activities 

Quick Response Activity implementation requires two RDO/C
actions: a) A grant to CFSC to establish the agricultural financial
services windows (grant and equity) and the CFSC administrative unit
which will manage those funds; and, b) Procurement and placement of 
technical assistance Island Advisors and Barbados Management, under the
 
Core Contract.
 

a. Establishing a CFSC Agricultural Financial Services
 
Window
 

CFSC has been an active participant in the project

design, with the General Manager and representatives of the Board of
 
Directors reviewing project concepts. Details of the operations of the
 
CFSC window, the required staff, the process for identification,

interviews and hiring, have been agreed. Within 30 days of the approval

of the Project Paper and satisfaction of CFSC conditions precedent, RDO/C
will grant to CFSC funds for the establishment of the grant and equity
fund and the operation of the office which will manage the financial 
services window. Within 90 days of the approval of the Project Paper,

the 	window will be open, ready to receive proposals for equity and grant 
funding.
 

The conditions, terms and procedures for the use of the
 
grant have been established and accepted by CFSC. RDO/C will complete

the 	 legal documents necessary to grant to CFSC funds for the grant and 
equity windows and the operation of the financial service. Subject to

the satisfaction of conditions precedent discussed in Section VII,

subproject funding will be operational within 90 days of the approval of 
the 	Project Paper.
 

b. 	Staffing the Core Contractor Positions on the Islands 
and in Barbados 

The procurement notification (RFP) for the Core
 
Contractor has been published with a response date of April 4, 1986. 
The 
Mission intends to select the contractor and sign the contract in early
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May. The Core Contractor will have 45 days to mobilize the Barbados Team 
leader and marketing specialist, and two of the Island Advisors. By

July, the Core Contractor should be in place, briefed, familiar with
island resources, knowledgeable of the procedures required to access
CFSC's financial windows and process Quick Response Activity Requests. 

2. Regional Cocoa Rehabilitation and Development Subproject 

This module is designed and ready to comence 
implementation. Management of project resources will be provided
through an OPG to one of the private voluntary organizations operating in 
the Eastern Caribbean which works with cocoa development and
 
rehabilitation projects. Technical advisory resources will be procured

by the management grantee from the Hershey Food Corporation, the only
U.S. source of advanced cocoa production technology. Within 60 days of
the approval of the project paper, the OPG will have been let by RDO/C,
with approval of the Hershey subcontract (following a sole source waiver)
to follow within 30 days, and the project will be underway. Detailed 
implementation schedules for the cocoa subproject are provided inAnnex J. 

3. Undesigned Major Subprojects
 

The Regional Tropical Fruit Subproject will be designed by

the Core Contractor beginning 60 days after contract award, with
 
implementation scheduled for January 1987. The Crop Diversification
 
Subproject will be designed by the Core Contractor beginning in January
1987 and Project implementation is scheduled to begin in October 1987. 
The Mariculture Subproject will be designed by the core contractor 
beginning in August 1987 and Project implementation is scheduled for 
February, 1988. Technical assistance, commodity support, equipment,
training and management assistance will be detailed in the subproject
design.
 

B. Procurement Plan
 

1. Commodities
 

Responsibility for commodity procurement will be handled in
 
the following manner:
 

o The Core Contractor, will acquire all commodities
 
needed for support to the Barbados and Island Advisors 
(vehicles, microcomputers, office equipment, etc.) as
 
well as all commodities required for small-scale
 
research and conercialization tests (agricultural

seedstock/cultivars, packaging material, special

implements/machines, etc.), subject to AID procurement 
regulations.
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Table 4 
HIAMP IMPLEMENTATTON SCHEDULE 

March 86 - Project Paper Approved by AID/Washington. 

April 86 - Proposals for Core Contract Evaluated. 

May 86 - Core Contractor Contracted. 
- Grant for Management of the Cocoa Subproject. 
- Grant to CFSC. 

June 86 -
-
-

Core Contractor Mobilizes (2 Barbados, St. Lucia and Dominica).
Subcontract Approved with Hershey Foods Corporation.
QRA Processing Begins, QRA Windows Open in CFSC. 

July 86 - Resident TA for Cocoa Subproject In Place; Tlechnical Services 
from Hershey Begins. 

August 86 -
-

QRA Feasibility Studies and Proposals in Full Operation.
Design for the Tropical Fruit Subproject Begins. 

Nov. 86 - Final Design of the Tropical Fruit Subproject Submitted for 
RDO/C Approval. 

Jan. 87 -
-
-

Design for the Crop Diversification Subproject Begins.
Tropical Fruit Subproject Begins.
St. Kitts-Nevis and Antigua Field Advisor Arrives. 

July 87 - Final Design of the Crop Diversification Subproject Submitted 

-
for RDO/C Approval. 
St. Vincent and Grenada Field Advisors Arrive. 

Oct. 87 - Crop Diversification Subproject Begins. 

Sept. 87 - Design for the Mariculture Subproject Begins. 

Nov. 87 - Final Design of the Mariculture Subproject Submitted to RDO/C 
for approval. 

Feb. 88 - Mariculture Sibproject Begins. 

June 88 - Midterm Evaluation of Project Activities. 

Oct. 90 - Final Evaluation of Project Activities. 

April 91 - PACD. 
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o 	 The Caribbean Financial Services Corporation, will 
ensure that commodities procured by subgrantees for 
QRA's are within the source and origin and competitive 
procurement regulations of AID. Further detail of how 
this procurement will be managed and supported is given

in the section 3 below. 

o 	 The Management grantee for the Regional Cocoa 
Rehabilitation and Development Subproject, will procure
all commodities specified under the subproject
 
(vehicles, farm equipment, planting material, plant

protection equipment), subject to AID procurement

regulations. It is expected that all such procurement
will be governed by the requirements of Handbook 13. 

o 	 The Management grantee or contractor for the Tropical
Fruit, the Crop Diversification and the Mariculture
 
subprojects, will procure all commodities specified

under those subprojects, subject to AID procurement

regulations. It is expected that all such procurement
will be governed by the requirements of Handbook 13. 

2. 	 Technical Assistance 

a. 	 RDO/C 

The 	following technical assistance procurements will be
 
made by RI)/C: 

o 	 The Core Contractor, with 330 months of long-term
and 60 months of short-term technical assistance to 
be contracted by RDO/C. These person months will 
be used to design the Quick Response Activities, 
and 	 the remaining three Major Subprojects, as well 
as to provide coordination and
 
management/monitoring for all HIAMP components. 
The Request for Proposals (RFP) was issued in
 
November 1985. The Project Paper will be sent to 
interested bidders in February 1986. Proposals are 
due in April, with contracting _j be completed in 
early May.
 

o 	The Management Grantee for the Regional Cocoa 
Rehabilitation and Development Subproject, with 72 
months of long-term and 85 months of short-term 
technical assistance to be negotiated by RDO/C. 
These person months will be used to oversee all AID 
inputs and procure all commodities required for the 
Cocoa Rehabilitation Subproject, as well as to
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integrate technical specialists from the Hershey

Foods Corporation Subcontract into the project.

The Management Grantee will be selected by RDO/C
from among those U.S. Private Voluntary Agencies
with a good track record in the Eastern Caribbean, 
and awarded an OPG under the appropriate
regulations governing support to U.S. non-profit
organizations. RDO/C will specify in the OPG, that 
the organization must provide specified types and 
kinds of technical services in support of
 
high-yielding and high-return cocoa farming. The
 
only U.S. organization that can provide these
 
services is believed to be the Hershey Foods
 
Corporation, which will serve as a subcontractor to
 
the OPG recipient. If this belief is confirmed, a
 
sole source waiver will be considered.
 

o 	The Management Grantee or Contractor for the
 
Tropical Fruit, the Crop Diversification and the
 
Mariculture subprojects, will be described when
 
those subprojects are designed.
 

3. Special Arrangements for CFSC Oversight of Procurement of
 
Management, Technical Assistance, Commodity, and
 
Construction Services
 

The Caribbean Financial Services Corporation is presently

staffed with a General Manager, a Loan Officer, and a Secretary. The
 
opening of Agricultural Financial Services Windows will call for the
 
addition of five staff members; two additional financial services
 
professionals and three supporting staff, whose positions and
 
responsibilities are detailed in Annex P. TWo of the new staff additions
 
will be Accounting/Procurement Officers, who will undergo special
 
instruction from RDO/C to ensure that grants made by CFSC conform to AID
 
requirements. Enterprises provided grants by CFSC will need to have some
 
institutional capacity and know and conform with applicable directives if
 
they are to contract directly with service suppliers following AID
 
procurement and sourcing regulations.
 

Many enterprises which receive funds for technical
 
assistance and commodity procurement will have the capacity to process

their own procurement requirements, know the sources and be able to
 
negotiate directly with the likely providers of services using Handbook
 
13, Section IU standards. CFSC will oversee this process, formally agree

to the contracts presented by the grantee enterprise, and pay the
 
suppliers (ifthey are from dollar currency areas) after certification by

the 	enterprise that services were received.
 

Those grower associations which will receive CFSC grants,

and which do not have the internal capacity to procure or account for
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funding according to AID regulations, will first be provided with a
 
management grantee which will provide management, accounting and
 
procurement services. This will be funded within their grant from CFSC.
 

Those enterprises which do not have the capacity to obtain
 
technical assistance will be helped by the Core Contractor to locate
 
specialists with skills identified during the design. The Core
 
Contractor's Island Advisors will call upon the Barbados Office to
 
comununicate with and identify appropriate technical assistance (which

will not be furnished by the Core Contractor to prevent potential
 
conflict of interest situations from arising). Should this not suffice,

the Home Office of the Core Contractor will be asked to identify and
 
negotiate with specialists meeting the skills and experience

qualifications under time and services charges to the project. The
 
specialist, once located, daily rate negotiated, approved by the client
 
enterprise and CFSC, will be scheduled into the project by the Core
 
Contractor.
 

4. Funding Flows and Financial and Accounting Requirements
 

RDO/C will ensure that funds advanced to CFSC cover not 
more than a 90 day operating period, based upon RDO/C prior approval of 
grants and equity purchases to be made. Stock purchases by CFSC in an
 
enterprise will complete the transaction, using the receipt for the stock
 
purchases and the physical stock record as documentation to establish
 
expenditure. Grants from CFSC will be in the form of advances to the
 
receiving enterprises, to be cleared with a return of appropriate

accounting records from the enterprise or grower association to CFSC. In
 
turn, CFSC will aggregate the expenditure reports .nd submit to RDO/C, 
Office of the Regional Controller, documentation 1nthe funds expended
accompanied by the request for an advance against the next trauch of
 
forecast expenditures.
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V. MONITORING PLAN
 

A. AID Responsibilities
 

The Arriculture and Rural Development Office (ARDO) of RDO/C
will manage HIAMP. The Chief of the ARD Office (the ADO) will directly
monitor the actions of the Core Contractor, and receive the feasibility 
reports prepared for Quick Response Activities. The ADO will chair a 
Project Review Comnittee comprised of AID, the Team Leader and the 
Project Manager at CFSC. If this committee finds a feasibility study to 
be complete and acceptable, the ADO will forward an Action Memorandum to 
the Mission Director requesting approval for funding. When a subproject
is accepted for funding, the ADO will request CFSC disbursement 
procedures be set in motion. 

The ADO will monitor actions of the Core Contractor through

monthly activity reports, quarterly progress reports, forward work plans
and field inspections of subprojects underway. The ADO will provide the
 
Core Contractor with a set of procedures to be followed for the use of
 
the small-scale research and connercialization fund of $300,000 contained
 
within the Core Contract that will allow up to $2,500 to be expended by
the Island Advisor against one activity which is titled, numbered, and 
included in each monthly report. The Core Contractor would be authorized
 
to expend up to $10,000 for larger or multiple-island experiments.
 
Requests for expenditure for small research and comnercialization
 
activities above a total of $10,000 per activity would come to the ADO
 
for approval before funds were expended by the Core Contractor. 

The ADO will monitor progress of the Quick Response Activities 
from monthly activity reports and quarterly progress reports submitted by
CFSC. In addition, CFSC will submit once each year, a consolidated 
.3ummary of the status of each equity investment based upon annual 
financial reports including financial statements for each enterprise or 
association supported from the QRF windows. The Core Contractor's Island 
Advisors will provide monthly (in the early phase) or quarterly (in later 
phases) monitoring reports on the QRA's, tracking progress against the 
plan prepared during the feasibility study. Corrective actions which
 
require RDO/C attention (e.g., government import or export policies,
health inspection revisions by USDA, emergency funding, etc.) will be
 
brought to the attention of the ADO through the Core Contractor and
 
through CFSC.
 

The ADO will monitor progress of the major subactivities
 
through the monthly and quarterly reports submitted by the management 
grantee. In addition, the Core Contractor will submit quarterly

monitoring reports based upon progress toward objectives identified
 
during design.
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The ADO will also process the Initial Environmental Examination 
(IEE) reports for each Quick Response Activity requiring AID/Washington
signoff. Preliminary IEE forms will be submitted to the ADO by the Core 
Contractor as one component of the QRA 
procedures outlined in Annex F. IEE's 
LAC/DR/EO for a review of environmental thre

feasibility study using 
will then be forwarded 
shold decisions. 

the 
to 

B. Core Contractor Responsibilities 

The Core Contractor will submit an aggregated monthly activity 
report from each Island Advisor, the Barbados management office, and the 
activities of the market and investor search in the U.S. In addition, 
the Core Contractor will submit quarterly progress reports set against 
rolling forward plans which cover the next 12 calendar months in general,
the next six months in more specific detail. The quarterly reports will 
indicate progress against the plans submitted, and revisions and new 
plans for the upcoming six months. In addition to the regular reporting
requirements, the Core Contractor will also submit feasibilty studies for 
all QRA's and monitoring reports for QRA and major subprojects under 
implementation.
 

The Core Contractor will maintain a data base on each Island, 
in Barbados, and at the location where the market and investor search 
takes place, on hard-disk IBM-compatible microcomputers provided by the 
project. This will allow the interchange of disks to update information 
shared by all Core Contractor participants and RDO/C, where the Wang 
system will accept IBM-compatible disks. In addition, this system will
 
allow exchange of information with other agricultural commercialization
 
and marketing promotion institutions at the ADO's discretion. The data
 
base will provide ready access to special information on project
 
activities, such as all floriculture projects supported, the total amount
 
spent in Grenada over the past 12 months, or the number of ORA activities
 
completed and submitted, approved, rejected, under feasibility study, or
 
rejected prior to submission, by country, subject matter, level of 
funding, year, etc. This will give the ADO the ability to draw on this 
data base for special reports which may be needed at irregular times 
during the year.
 

C. CFSC Pesponsibilities
 

CFSC will maintain records on an IBM-compatible hard-disk
 
microcomputer with disks which are interchangeable with those in use by
the Core Contractor. A data base will be established which will manage
 
the accounting system for all CFSC finances, including individual
 
activity accounts. CFSC will submit to the ADO quarterly reports of 
activities showing proposals received for processing, those approved, in 
process, and rejected, by enterprise name, level and type of funding,
enterprise type, state, dates of receipt, acceptance, rejection, and 
other categories found useful as the project is implemented. In
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addition, CFSC will submit quarterly progress reports against plans made 
for the forward 12 months, with detailed actions to be taken and 
objectives to be achieved for the next quarter. CFSC will carefully
analyze annual financial statements of each equity investment. The CFSC 
Project Manager, Project Officer, or nominee who will represent CFSC's
 
interests will sit on the Board of each recipient firm, attend Board
 
meetings and help set financial and operational policy. Once each year,
CFSC will submit to RDO/C a suumnary report on the financial progress of 
each recipient of Quick Response funds from either the grant or equity
window, based upon an audited financial statement for the prior 12 months
 
and a revised implementation timetable for the activity for the next 12 
months. With its computerized data base CFSC will be able to service
 
special requests for information on the QRA component of HIAMP.
 

D. Management Grantees or Contractors for Major Subprojects
 

RDO/C will require regular reporting from management grantees 
or contractors for the four major subprojects involved in HIAMP. The 
requirements will follow those of the Core Contractor, short monthly

activity reports, more detailed quarterly progress reports set against
forward work plans which have been approved by the ADO. The Core
 
Contractor working on the Islands will provide a reality check on the 
reporting from the management contractors with quarterly monitoring
 
reports against plans set forth for subproject implementation.
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VI. SUMMARY ANALYSES 

A. 	 Technical Analysis 

1. 	Marketing Analysis
 

a. 	Agricultural Export Trade Overview 

Agricultural export earnings dominate the exports of 
the Eastern Caribbean countries except Antigua/Barbuda. Typically, one 
traditional crop provides the bulk of agricultural export earnings, viz.
 
bananas in St. Lucia, St. Vincent and the Grenadines, and Dominica, and 
sugar in St. Kitts-Nevis; only in Grenada is there evidence of a more 
diversified export commodity mix (bananas, cocoa, nutmeg and other 
spices). Intra-regional and, to a lesser extent, extra-regional exports 
of non-traditional fresh produce items are confined to the four Windward 
Islands (Dominica, St. Vincent, St. Lucia, and Grenada). Their important
intra-regional export markets are Guadeloupe (Dominica), Trinidad (St. 
Vincent), and Barbados (St. Lucia). Relatively small exports of fresh 
fish are shipped to Martinque and Guadeloupe from Antigua/Barbuda, St.
 
Kitts-Nevis, St. Lucia, and St. Vincent and the Grenadines.
 
Extra-regional markets of importance are the U.K., more recently, Canada 
and, to a lesser extent, the U.S., for traditional produce focused at 
ethnic market segments and tropical and 'off-season' produce for the 
wider indigenous market in developed countries.
 

b. 	Marketing Structure and Constraints
 

Markets for fresh produce in the Eastern Caribbean are
 
small in size and relatively under-developed. There has been little or 
no development of a modern, organized wholesale trading sector. The
 
small-scale huckster sector dominates this market area. The major
 
characteristics of this traditional huckster trade are: low overhead and
 
low volume shipped per huckster, high post-harvest losses reflecting

inadequate infrastructure and trading facilities, and sale of poor

quality produce at point of market which serves to constrain regional 
demand. In general, the regional market offers only limited opportunity 
for growth in exports from the Eastern Caribbean states, as a result of: 

o 	 efforts to increase self-sufficiency in the
 
important importing countries of Trinidad,
 
Barbados, and Guadeloupe;
 

o 	 lack of secure access to these regional markets
 
because of non-tariff barriers;
 

o 	 historical competition from public sector agencies

(national marketing boards) in the fresh produce 
sector;
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o inadequacies in regional marketing 
(not least the dearth of 
purpose-designed intra-regional 

infrastructure 
reliable and 
transportation 

facilities). 

For 'non-traditional' export crops, there are only very few Eastern 
Caribbean growers and traders who ship produce to extra-regional markets 
on a sustained basis. Factors that have constrained regional market 
development are also major contributors to the lack of development of a 
vibrant extra-regional export marketing sector. 

c. Extra-Regional Market Opportunities
 

There are a wide range of fresh produce items that are 
currently grown or could be grown in the Eastern Caribbean that have high 
consumer acceptability in North American and European markets. Eight
major product groups which have distinct market potential have been
identified in Section II.A.2. They are examples of niche markets. For 
Eastern Caribbean growers and traders to penetrate them successfully and
satisfy the sophisticated requirements of developed country markets,
there is a need to focus on specific niches, to maximise competitive and

comparative advantages, and not to compete head-on with major low-cost 
producers that already are well-established in target markets for
 
Caribbean produce. In Annex F, market opportunities for selected 
existing and potential Eastern Caribbean fresh produce items are explored
in more detail. Pink grapefruit, mangoes and, to a lesser extent,

avocado which are already in production in the region have significant
market opportunities in the U.K., continental Europe, and Canada. A wide 
range of tropical items that can be grown in the Eastern Caribbean that 
are attractive, easily prepared, small in size, and low in unit cost (for
example, lychees) have enormous market potential in developed country
markets. Markets are increasing in size, and are accessible to regional 
growers, for tropical flowers (for example, Anthuriums to markets in

London, New York City, Tbronto, which have direct air contact with the 
Eastern Caribbean). A traditional export crop of Grenada, "fine
 
flavored" cocoa has taste characteristics that differentiate it from
 
"ordinary" cocoa commodity. Seed stock for shrimp and oyster production
 
are, potentially, products that could capitalize on the warm weather and
good water quality in the Eastern Caribbean, and penetrate specialized
mariculture markets.
 

d. HIAMP Addressing Constraints to Market Development
 

The focus of HIAMP is squarely upon identifying buyers
for agricultural exports which are or can be produced in the Eastern
 
Caribbean, then, growing and selling the commodities (preferably as 
differentiated products) in international markets. The project is market

oriented and calls on the initiative and resilience of the private sector
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to maximize returns to the Project; it is systems oriented i.e., it has 
the capacity to address constraints to development throughout the system,

from market identification back to the organization of production. The 
project is pro-active, rather than re-active. Immediate needs of
 
investors can be addressed through the Quick Response Fund. Using a 
combination of the triad of Project inputs that are fundamental to
 
encouraging and sustaining commercial 
success in the region - finance,
technical assistance, and U.S. company joint-venture participation - the 
Project will attack key constraint areas such as lack of market
 
knowledge, inadequacies in regional production, post-harvest and 
management experience and expertise, lack of access to fixed and working
capital, and inadequacies in regional production and marketing
 
infrastructure.
 

It is expected that the export market focus for 
products already grown in the Eastern Caribbean at the outset will be the 
U.K., Europe, and Canada, and, as export volume builds, and export
experience is learned, markets in the U.S. will be identified and 
penetrated. This market sequence reflects inter alia: that the U.K. has 
been a traditional market for Caribbean produce; Canada has strong

traditional t: ding links with the Eastern Caribbean; both air and sea 
freight links with the U.K. (and thereby, Europe) and Canada are well 
established; growers and traders in the region have only limited
 
experience and have had difficulties in satisfying the phytosanitary

requirements for U.S. market entry. When joint venture partners have 
established market linkages in the U.S., the move to U.S. 
market
 
penetration will be accelerated.
 

It is not assumed that one umbrella marketing

organization can solve all the major marketing problems 
in the region.

Rather, the project has the flexibility to help build successful
 
marketing firms, agencies, associations, etc., that suit the
 
circumstances of particular supply countries while, 
 concomitantly, 
reinforcing existing marketing initiatives. For example, CATCO could be 
encouraged to act as the export marketing arm of a HIAMP-supported
tropical fruit grower association.
 

2. Quick Response Activities 

a. Illustrative Quick Response Activities
 

Preliminary suggestions for 26 Quick Response

Activities (QRA) under HIAMP were prepared from field investigation of
what already exists in the Eastern Caribbean. With few exceptions, all 
identified, illustrative subprojects are underway, with growers, shippers
and investors beginning activities. The Design TeIam catalogued the
 
requirements to expand their operations significantly.
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The following possibilities, investigated by the field
 
team, are offered as examples of the small Wuick Response Activities that 
HIAMP could support, with feasibility studies completed by the Core 
Contractor, and proposals presented to CFSC and RDO/C for review and 
approval. The division of the enterprises discussed below into private
and grower associations was done based upon the existing organizational 
structure. The division between equity and grant funds was approximated

by estimation of the needs of each private enterprise for technical
 
assistance and training based on existing levels of skills and knowledge
within the organization. The list is illustrative only of the
 
opportunities which exist within the Eastern Caribbean today, and not the
 
proposed division of equity/grant funding needed, or the relationship
between private firms and grower associations which will be supported.
HIAMP will provide incentives for many of the small grower associations
 
or cooperatives to become part of a for-profit enterprise. RDO/C expects
 
that the equity/grant ratio will be 7/5, with the Core Contractor and 
CFSC working to move the ratio in favor of equity participation.
 

Table 5 
SUMMARY OF REPRESENTATIVE QRA'S BY COUNTRY 

US DOLLARS 

ACTIVITY RECIPIENT VENTURE GRANT 
CAPITAL FUNDING 

ANTIGUA 
Winter Vegetables 
Pigeon Peas 

Private 
Grower Assoc 

200,000 
-

70,000 
130,000 

Sea Island Cotton Private 150,000 50,000 
Pineapple 
Fish Export Marketing 
SUB-TOTAL 

Private 
Private 

120,000 
50,000 

520,000 

60,000 
25,000 

335,000 

ST KITTS 
Sea Island Cotton Nevis CP Assoc - 125,000 
Rabbits Private 125,000 50,000 
Dairy Private 195,000 55,OU0 
Shrimp Hatchery Private 300,000 
SUB-TOTAL 620,000 230,000 

DOMINICA 
Floriculture Grower Assoc - 300,000 
Fruit Processing Private 149,000 15,000 
Passion Fruit Grower Assoc - 150,000 
Dom. Food Industries Private 105,000 50,000 
Cardamom Private 170,000 30,000 
SUB-TOTAL 424,000 545,000 
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ACTIVITY RECIPIENT VENiURE GRANT 
CAPITAL FUNDING
 

ST. VINCENT 
Eggplant Export Grower Assoc - 85,000
 
Montreal Gardens Private 170,000 80,000
 
Fruit Juice Material Private 75,000 25,000
 
Tropical Fruit Export Private 75,000 25,000
 
Vegetable Production Private 410,000 90,000
 
Vegetable Pack/Storage Government/lease - 350,000
 
SUB-TOTAL 730,000 655,000
 

ST.LUCIA
 
Anthurium Lilies Private 100,000 35,000
 
Contract Vegetables Private 100,000 50,000
 
SUB-TOTAL 200,000 85,000
 

GRENADA
 
Anthurium Lilies Private 190,000 35,000
 
ocoa Pod Feed Private - 75,000
 

SUB- ITAL 190,000 110,000
 

EC WIDE
 
Carton Design and
 
Manufacture (R&D) CATW - 200,000 
Oyster Seed Hatchery Private 250,000 50,000
 
Mithrax Crabs (R&D) Private 490,000
 
SUB-TOTAL 250,000 740,000
 

GRAND TOTAL 2,934,000 2,700,000
 

TOTAL QRA FUND POTENTIAL $ 5,634,000 

There is a different set of opportunities not presented
in this document -- those which are driven by the market needs of 
importing countries, which have not yet been initiated in the Eastern 
Caribbean. These, like the special seed oysters for the French market, 
are the result of special knowledge of international markets, combined 
with an understanding of the potential of the islands in the Eastern 
Caribbean. This deliberate search for new opportunities and linkage to 
productive capacity on the six islands is one of the driving forces 
behind HIAMP. The important subprojects which will be generated by this 
as yet unknown set of activities cannot be listed. It would be

reasonable, however, to assume in the five years of HIAMP, that the 
generation of new opportunities exceeds the income potential of the

expansion of existing activities. Thus, what we know today is likely to 
be less than a minor percentage of what will be discovered and put into 
place in the future.
 



-52-


The fundamental issue is whether there is a reasonable 
place to begin -- small activities with attractive potentials to start

HIAMP. We believe those opportunities are within the Eastern Caribbean,
although not equally distributed. Water and prior commitments on land
will limit what can be done in the Leeward Islands. Those islands with 
available flat land will have 

agricultural enterprises 

winter vegetable potential, while all the 
Windwards offer 
production. 

strong possibilities for floriculture and tree crop 

b. The Enterprise Population of HIAMP 

The design team concentrated on two types of 
-- those which exist now and those which might

be put in place if changes in markets, management and technology are 
made. The earliest Project investments are likely to be in existing
operations that seek to expand or diversify, and a few R&D efforts 
anticipated to grow into commercial activities over the life of 
the 
project. However, the designers made a conscious effort not to fully 
program all Quick Response Funds for two reasons. The first was to avoid 
jeopardizing the application of the primary criterion for initial
 
investment -- would the investigator put his or her own money into an 
existing or restructured enterprise? With this filter many proposals and
 
activities could be rejected out of hand. 
Some showed good potential for

short-term return. Still others showed potential for return if business 
acumen or operational management were improved, better technical skills 
were in place, or the volume, quality or reliability of production were 
better matched with market requirements.
 

The second reason was that many good ideas surfaced
 
which are not yet ready for implementation, but which may become

enterprises under HIAMP if the right combination of markets, skills and 
capital comes together. Room for new ideas and entrepreneurs needs to be
 
reserved. The purpose of a venture capital fund should be to finance the 
highest return investments available. No two month design effort is
capable of covering even half the business opportunities that already
exist, nor is it able to forecast the totality of production, processing,

marketing or service ventures that will come forward.
 

An examination of the illustrative Quick Response

Activities shows that the population of enterprises is far from
 
homogeneous. It covers the gamut from fledgling groups that have good
technical skills, energy and promise to well-established firms that are
carefuly examining their options for a more diverisified use of their own
capital resources. A few of the activities will require that a business 
or grower's group be established before the grant and equity windows of
the fund could be approached. Different types of assistance will be
 
needed by each organization. Nearly all of them need better marketing
plans and integration of market realities into their business
 
operations. Many will need technological expertise that they cannot find
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or can ill afford. Most will require assistance in meeting the
 
accounting and procurement regulations of AID. Perhaps half will need 
some form of management assistance, at least initially, to help meet the 
challenges of efficiently using new resources to meet their production

and marketing objectives. Others will merely use HIAMP assistance from 
the Core Contractor as a catalyst to plan expansion, diversification or
 
as an aid in the search for an advantageously positioned external
 
investor or market.
 

It is envisaged that success in project implementation

will lead to shifts in both the types of enterprises and the level of 
HIAMP assistance needed to get them started and operating. Individual 
agricultural ventures will improve their performance and seek both more
 
and different services from commercial suppliers within and without the 
region. New marketplaces should be created for input suppliers,

technical services, freight forwarders, agricultural machinery venders, 
maintenance services, engineering support, etc. Growth in agricultural

business volume should create sufficient incentives for the service
 
industry to grow. These services should be able to supplant some and, 
eventually, all HIAMP support to new agricultural enterprises.
 

c. The Institutional Mechanisms to be Used with QRA's
 

The following examples of various Quick Response

Activities (QRA) will illustrate, within the floriculture industry, the
 
type of organizations that will access Quick Response funds and technical
 
assistance. The type of enterprise seeking funding might be a grower

association, a joint venture company, or private commercial enterprise
 
with local entrepreneurs. In certain areas of the region, the
 
traditional method of organizing a new enterprise favors the association 
or cooperative approach. While within the same region and industry, but
 
on a different island, the organizational approach will be based on
 
private, for-profit firms, including joint ventures.
 

Regardless of the type of ownership structure 
encountered in the floriculture industry, all have a need to access 
capital which will be used for expansion, start-up operations, working
capital, equipment and supplies, land acquisition, and planting 
material. The type of ownership of the firm seeking to acquire funding
will determine whether or not it qualifies or is eligible to receive 
grant funds or venture capital, or both. lb illustrate how this would
 
work, the following examples are used as models that can be applied in 
one form or another to all QRA's.
 

i. ST. LUCIA MODEL
 

TYPE OF ORGANIZATION: Private Sector Joint
 
Venture.
 

The original owner has one acre under saran shade
 
growing Heliconia and Anthurium. He has discussed joining with a U.S.
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investor to expand to 20 acres. Presently the enterprise is marketing
regionally but intends to expand to the US market with the help of the 
new investor. His expansion costs are estimated at approximately EC 
80,000/Acre. Included in the expansion cost is the purchase of hybrid
Anthurium planting material for about EC 40,000/Acre. The enterprise 
would need access to venture capital for planting material, a packing
shed and acreage expansion. Some grant funding will be require for 
technical assistance for a short period of time. Funding: Venture 
Capital USD100,000; and, Grant USD35,000 

ii. GRENADA MODEL
 

TYPE OF ORGANIZATION: Private Company.
 

A private company plans to expand and diversify
their business opportunities to the flower trade and flower-plant stock 
operations. The new enterprise will consist of two operations; tissue 
culture, and field growing of Anthurium. The company will plant eight 
acres of land and have a qualified technician to operate the tissue
 
culture laboratory. The company is presently seeking a market outlet in 
the USA. This enterprise will require venture capital to start up

operations in the tissue culture laboratory and the field. Additional 
funding would be necessary in the form of a grant for half the technical 
assistance needed to get the diversification and expansion underway.
Funding: Venture Capital USD190,000; and, Grant USD35,000.
 

iii. DOMINICA MODEL
 

TYPE OF ORGANIZATION: Grower 
Association/Cooperative.
 

A group of 80 to 100 growers has formed an
 
association to market Anthurium to North Anerica. They are producing
flowers on a limited scale and have tested the market with modest
 
shipments. To expand their activities they will require capital to build
 
a small packing shed, buy packing material and use technical assistance
 
to increase the efficiency and quality of their operations. Funding:
 
Grant USD300,000.
 

3. Project Identification and Investor Search Models
 

a. Objectives of the Search
 

'Lb take advantage of the natural and human resources of 
the Eastern Caribbean, HIAMP activities must compete with quality

products at competitive prices delivered exactly when the market
 
demands. *While there are many competent producers among the island's 
agriculturalists, few have direct knowledge of and access to the 
high-value markets in North America and Europe. To directly address this 
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systemic weakness, HIAMP intends to seek out investors capable of forming
joint ventures, who bring technology, market access and capital to 
complement local capacities. HIAMP, through the Core Contractor's 
collaboration with PDAP's investor search capability, will identify,
 
screen, and introduce local, North American and European investors to
 
opportunities within the Eastern Caribbean, which will result in new
 
investment in agricultural enterprises.
 

The Core Contractor's Island Advisors will become
 
thoroughly familiar with actual and potential production possibilities on
 
each island. They will identify which local producers are the most
 
likely candidates for funding. The Island Advisors will determine which
 
local producers or entepreneurs are interested in joint venture
 
investments inagriculture.
 

The Marketing Advisor will work directly with commodity

producers and agro-processors to find market niches and to provide

clients with information on product specifications and the terms and
 
conditions of specific buyers. The Marketing Advisor links producers
 
with buyers.
 

The home office of the Core Contractor will assign a
 
part-time agribusiness specialist to follow-up most likely

investor/market prospects identified through collaboration with PDAP.
 
The home office support person will also respond to field requests for 
information on quantity, quality, phytosanitary requirements, major

suppliers and market windows for potential agricultural production from 
the Eastern Caribbean.
 

b. Investor Visits
 

The immediate results of screening of likely investors 
for projects in the Eastern Caribbean will be visits by potential
investors to the most appropriate islands to assess potential sites, 
investigate project feasibility, evaluate the business climate and meet 
with interested local partners. The Core Contractor will make these 
arrangements. During one trip it might be adviseable for a potential

investor to visit several islands and hold discussions with a number of
 
potential joint venture candidates. While the initial search will use
 
descriptive data, the final success to consumate commercial relationships
 
between foreign and local investors will be dependent upon the personal
 
contact between the principals involved, directly supported by the
 
on-site involvement of the Core Contractor's staff.
 

c. Participation in Feasibility Studies
 

ihenever possible the interested foreign investors will
 
be invited to participate in the design of the Quick Response Activities,
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including the financial analysis, market analysis and feasibility study
packaging for review by RDO/C and CFSC. This participation will
 
strengthen the commitment of the investment partners, and provide details
 
on market access, quality of 
health standards which might 

output required, 
be difficult to 

transportation 
acquire in the 

routes and 
absence of 

the foreign buyer/importer/investor. 

B. Financial Analysis 

1. Overview of Agricultural Lending 

During the past year, private commercial banks have
 
complained of an excess of liquidity due to high minimum deposit rates 
(four percent) imposed by the Eastern Caribbean Central Bank and lack of 
what they consider to be bankable projects. Interest rates on 
longer-term deposits declined but lending rates remained stuck at high 
levels. Due to commercial banks' perception of the lack of sound
 
investments, many currently maintain more than the reserve requirement 
with the ECCB -- earning zero interest.
 

The other major source of loan funds in the region -- the 
Caribbean Development Bank -- also has sufficient funds to meet most 
agricultural financing needs during the next few years. Additional 
sources of financing for agricultural projects include the Latin American
 
Agribusiness Corporation, the Caribbean Food Corporation and the
 
Caribbean Financial Services Corporation. All complain of lack of 
projects that meet their criteria. The $4.3 million CFSC discount 
facility established by AID under Project No. 538-0084 to discount loans 
to commercial banks has had no customers to date. 

In June 1985, loans for agricultural production and
 
agroprocessing represented only 3 and 2 percent (about US$ 20 million in 
total) of the value of all loans, respectively. Conversations with 
commercial bankers indicate that the overwhelming majority of 
agricultural loans were for traditional crops -- bananas, sugar, nutmeg
and cocoa. Those agricultural loans disbursed by private banks
 
invariably went to old trusted customers.
 

During 1970 - 84, the Caribbean Development Bank (CDB) only
lent (directly and indirectly through the government-owned Development

Finance Corporations) about US$25.0 million for agricultural production 
activities in the six HIAMP-assisted countries. In 1984, CDB loans to 
all member nations in agriculture, forestry and fishing totalled about 
$1.7 million -- $1.1 million of which went to a fishing venture in 
Trinidad and Tobbago. AID has provided $12.5 million to the CDB through
the Integrated Agricultural Development project and an additional $6.5 
million to the Regional Agribusiness Development project. The first
 
project had to be extended three times due to slow disbursements; finally

RDO/C deobligated the remaining $2 million. The second credit line has
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only provided one loan to a privately-owned firm. The project has a
 
completion date of March 31, 1986 and RDO/C plans to deobligate about
 
$500,000.
 

2. Constraints to Agricultural Lending and HIAMP Strategy
 

The 	low lending activity to agriculture is not a result of

the unavailability of loan funds, but rather the inability of
 
agricultural projects to meet the criteria established by lending

institutions. conversations with bankers indicate 
 that three main
 
factors constrain lending to agriculture:
 

o 	the perception that agricultural activities carry

excessive risk; (e.g. do not meet 200-300 percent

collateral requirements, do not have a strong equity

base to shoulder additional financing, individual
 
unknown to bank, etc.);
 

o 	the dearth of high quality studies presented by

borrowers to indicate the feasibility of the operation;
 
and
 

o 	the lack of bank staff capable of analyzing
 
agricultural loans and willing to supervise such
 
activities.
 

Table 6 summarizes how the HIAMP project intends to help
 
remove the constraints that have limited agricultural lending in the past.
 

Table 6
 
CONSTRAINTS TO AGRICULTURAL LENDING AND HIAMP STRATEGY
 

Major Constraint 	 HIAMP Strategy
 

1. 	 Lack of sufficient acceptable 1. Qick Response Grant & 
collateral to cover the loan. Equity Funds will 

improve the financial
 
condition of HIAMP loan
 

2. Insufficient investment capital applicants.
 
(assets) to leverage the loan.
 

3. lack of high-quality feasibility 2.Core contractor will
 
studies, prepare feasibility
 

studies to meet IFI
 
needs.
 

4. ack of commercial bank capacity 3. Core contractor and
 
to analyze and supervise ag. CFSC will supervise loan
 
loans. recipients that receive
 

HIAMP funding.
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It is assumed that these measures will be sufficient to 
promote lending to HIAMP-ssisted projects. Experience learned and 
studies conducted during the first two years of project implementation 
will determine whether these are necessary but not sufficient conditions. 

3. Caribbean Financial Services Corporation
 

The Caribbean Financial Services Orporation (CFSC) was
 
incorporated in Barbados in JUly 1983. Under its charter it may conduct 
banking operations, including off-shore banking, but may not accept 
deposits. As of October 1985, the Corporation had issued 26,500 shares 
for cash subscriptions of $2,650,000. 

During the initial years of operation, CFSC has adopted a 
conservative lending posture to build a substantial loan loss reserve and
 
sound reputation. Thus, subloans must meet standard loan criteria:
 
adequate collateral, sufficient cash flow to cover debt servicing
 
requirements and knowledge of the loan applicant's character.
 

Upon its incorporation, USAID extended a US$12 million loan 
supplemented by a $400,000 grant to cover technical assistance and
 
evaluation expeluses. As of December 31, 1985, CFSC's loan committments to
 
22 companies totaled $5.3 million of which US$3.5 million had been 
disbursed. Loan size ranged from US$25,000 to 400,000. CFSC has
 
diversified its portfolio in terms of sector and geographic area. Almost 
all loans have been to help existing operations expand their plants or 
purchase equipment. CFSC has avoided loans for agricultural production
 
due to (1) their high-risk nature and (2) the lack of an agricultural 
credit specialist capable of analyzing such loan requests on CFSC's staff.
 

CFSC also has not made any equity or convertible debt 
financing arrangements, consistent with its risk minimization strategy.
 
Conmmercial banks have not used CFSC's $4.3 million discount facility to 
date and are not expected to increase their demand in the near future.
 

CFSC will be in charge of administering and monitoring the 
two Quick Response Fund windows: the Grant Fund and the Equity Fund. The 
core contractor will be responsible for preparing the feasibility study
and supporting documents required to approve the disbursement of grant 
and/or equity funds. A Project Review Oommittee consisting of the RDO/C
 
HIAMP project manager, the core contractor and CFSC's QRF manager, will
 
discuss the merits of these projects and financing plans. Final approval
 
for QRF projects can only be given by the RDO/C Mission Director. Upon
 
receipt of written approval from RDO/C, CFSC will then make arrangements 
for the disbursement of funds. In cases in which organizations receiving
 
grant funds lack the capacity to contract for needed services, those 
services will be built into their requirements as set forth in the
 
feasibility study.
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Equity investments will be made directly by CFSC after
RDO/C and CFSC approval. A fair valuation of shares based upon audited
financial statements will be completed prior to RDO/C approval. CFSC
will be responsible for ensuring that all necessary legal documents have

been filed prior to making any investments. The CFSC/QRF project manager
or project officer will become a 
member of each firm's Board of Directors
 
with meetings scheduled on a quarterly basis. In selected cases, CFSC
 
may wish to designate another individual with expertise in the firm's
line of business to represent CFSC's interests on the Board. CFSC will
analyze the financial status of each investment based upon audited annual

financial statements. 
 This analysis should present a financial review of
the operation (analyze cash flow, balance sheet and income statements), 
compare actual performance to projections (noting major reasons for

discrepancies), and present detailed plans for the forthcoming year's
operations. An analysis of the effect of the firm on net additions in
value added, employment and foreign exchange earnings would also be
 
included.
 

4. Criteria for QRF Subprojects
 

a. Eligible Subsectors
 

Equity and grant fund recipients must be involved in
 
agricultural production and/or agribusiness activities whose output will
be sold primarily to export markets. Import substitution activities can 
only receive funding if a detailed economic analysis (using shadow prices
and eliminating transfer 
that import-substitution 

payments, subsidies, and tariffs) 
is preferable to imports. (see 

demonstrates 
Annex N for 

further information on criteria) 

b. Type of Enterprise and Use of Funds 

Equity Funds: Only private, for-profit firms would be
eligible to receive QRF equity investments. Such investments may be used 
for any appropriate business activity. 

Grant Funds: Profit-making firms (sole proprietorships,

partnerships, limited liability corporations) could use grant funds for

technical assistance and limited commercial research 
and development

activities in cases where substantial profits are expected to be earned

within two years of 
 the R&D activity. Non-profit organizations

(cooperatives, associations, farmers groups, 
 etc.) and government

institutions will be able to use grant 
funds for technical assistance
activities, to purchase inputs for export agriculture, to develop land,

to construct processing, packing, storage facilities and infrastructure,
 
to conduct marketing tests and to cover transport charges.
 

c. Equity Investment or Grant Size Range
 

The minimum equity fund contribution is $20,000; no

minimum grant size will be imposed. The combination of grant and equity
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funds cannot exceed US$500,000 per recipient. Each grant to a non-profit

institution can only cover 90 percent of the total investment cost.
 
Profit-making firms cannot receive grant funds without an equity

investment. In addition, grant funds cannot be more than 50 percent of 
the amount of the equity investment. And, CFSC may own no more than 49 
percent of outstanding shares.
 

d. Administrative Criteria
 

The feasibility study must examine the management
requirements of the proposed venture and verify that they can be met by
current management or propose another means to ensure capable managerment,
such as hiring an outside manager.
 

e. Financial Criteria 

Both grant and equity investments must pass the same 
set of financial criteria to receive funding. Each feasiblity study

should include a proforma cash flow analysis, balance sheets and income
 
statements for the first five years of subproject operations (longer in 
the case of tree crops). A sensitivity analysis should be presented

which covers both "worst", "best" and "most likely" cases. All projects

should have at least a 15 percent financial internal rate of return. 
Additional financial criteria are discussed in Annex N.
 

5. Conditions Governing Equity Fund
 

a. Determination of Share Price
 

A fair share price shall be determined by a
 
USAID-approved accounting firm, with the approval of the company's Board 
of Directors. The price will be based upon the company's book value 
plus the revaluation of real-estate at current market prices. 

b. Distribution of Earnings
 

The shareholders of the firm receiving CFSC equity
funds must agree not to distribute any earnings throughout the time that 
CFSC holds stock. Net profits should be sufficient, when possible, to 
enable retained earnings to increase the value of the stock price by at 
least 15 percent per annum. 

c. Issuance of New Stock
 

Additional stock may be issued by the equity fund
 
recipient firm only with the concurrence of CFSC and a majority of
 
shareholders. CFSC shall not unreasonably withhold such concurrence when
 
a fair price has been set.
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d. Buy-Back Provision
 

The shareholders' agreement with CFSC will specify that
shareholders are required to repurchase CFSC stock within five years of
original CFSC purchase. In cases in which shareholders cannot afford to 
repurchase stock, CFSC will be allowed to sell to any buyer. The Board
of Directors of the CFSC-invested firm must agree not to attempt to block
CFSC attempts to sell shares to interested parties. In cases in which no
third parties wishing to pay a fair price for shares exists, then CFSC
has the option of converting the value of its equity into debt held by
the firm. This third option should only be pursued as a last resort.
Since firms may not hold Treasury stock in the participating HIAMP 
countries, the firm will 
lend funds derived from operations so that

shareholders may purchase CFSC stock. Legal action will be taken in 
cases in which shareholders refuse to repurchase shares, no third party
buyers wish to purchase stock at a fair price and the firm refuses to 
convert CFSC's equity into debt.
 

Exceptions to the five year rule include those
 
activities that require longer periods of time to yield positive returns
(e.g. tree crops). The buy-back period should be specified in legal
documents governing each equity investment. 

In exceptional cases in which the firm's profitability
is jeopardized by policies set by existing shareholders or the

performance of owner/management, CFSC shall have the option of purchasing
shares to receive majority control of the firm. CFSC will be expected to
 
sell its participation within two years of receiving majority control.
 

e. CFSC Provision for Losses
 

Due to the high risk-nature of equity-fund investments 
and the lack of historical evidence upon which to base a provision for

losses, CFSC will constitute a provision for losses for the equity fund
 
of least 50 percent of the value of equity investments. The adequacy of 
this provision will be reexamined in Year 5 and changed accordingly.
 

f. Use of Reflows
 

The full amount of income earned through equity

investments sold during project years one through five shall return to
the equity fund. After project completion when USAID funding for
 
administrative expenses ends, CFSC will return all income earned from
the sale of equity investment to the equity fund after subtracting

administrative expenses and a three percent nominal management fee for
each full year that the investment has been held after the end of the
 
project. "CFSC shall follow the above conditions and return subsequent
generations of reflows to the equity fund for investment in agricultural
production and agribusiness enterprises, following sound business
 
practices.
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Thus, if CFSC makes an investment in year one and sells 
it inyear five, all income generated through the sale must return to the
 
equity fund. However, income generated through the sale of CFSC

investments that were placed in year two and sold at the end of year six
would have administrative expenses incurred during year six and threea 
percent management fee (calculated using the value of liquidated assets 
as a base) subtracted. The remainder would return to the equity fund. 
The same investment sold at the end of year seven would have a six 
percent management expense fee (and administrative expenses) subtracted
from income earned. The maximum management fee would be 15 percent of the
value of liquidated assets that had been managed by CFSC for five years
after the end of the HIAMP project.
 

6. Financial Analysis of Selected QRF Subprojects 

Six cases of potential F activities were prepared to
analyze their anticipated financial profitability and economic 
benefits. Conservative assumptions on market price, quantity and
 
quality produced, labor, marketing and management costs were used.

Imported goods were valued at border prices; no taxes were included as 
costs since these firms were expected to receive tax-free status for the 
first years of production. Only costs actually paid by the firm were

included; thus, core contractor management support, feasibility study
preparation and part of the audit expenses were not included. All 
information on additional assumptions governing these cases may be found 
in the Economic Analysis, Section VI.C. 

Results show that, on average, the firms had a high

benefit/cost of 1.54 using a 15 percent discount 
rate. The high return
 
yielded by these projects is commiserate with the high risk that they
bear. These high rates of return indicate that potentially good

investment opportunities are not being fulfilled. Several factors may

explain why: lack of marketing connections and experience, technical
 
production knowledge and financing. However, the most critical,

all-encompassing factor is the scarcity of good management. Returns to 
good management are extremely high, while returns to average matagement 
are low or negative.
 

C. Economic Analysis
 

I. Introduct-ion
 

In this economic analysis of HIAMP, the social
 
profitability (or economic return) of the Project is investigated. Costs
 
not borne by the entrepreneur (e.g. feasibility study costs, core
 
contractor management supervision, government investment in certain
 
infrastrudtural items, etc. ) are included in the calculation of Project

returns, whereas they are not in standard financial analysis. Further,
certain cost items (e.g. wage costs, imported raw material costs) have 
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been valued at their opportunity costs (using shadow prices) rather than 
at 'posted prices'. The results of the analysis are presented below:
 
first, for the Quick Response Activity component of HIAMP, and; secondly,
 
for the Major Subproject component of the Project.
 

2. Quick Response Activities
 

Six 'activities' were selected to investigate the potential
economic returns to the Project region of their implementation. The six 
were selected to provide a representative spread of both geographical
locations and types of activities that will be included in the QRA
component. The examples comprise economic analysis of: cardamom 
production and marketing in Dominica; black pineapple production and 
marketing in St. Lucia; sea island cotton production and marketing in St. 
Kitts-Nevis; "winter vegetable" production and mar.eting in St. Vincent;
passion fruit processing and marketing in Dominica. A description of the 
activity types and details of the individual economic analyses of each 
activity are presented in Annex 0, Economic Analysis.
 

Three measures of economic return to the QRA are presented,

viz: a benefit cost ratio, whereby the Net Present Value of benefits and 
costs (calculated at the social discount rate of 10 percent) are 
contrasted; an economic internal rate of return (IRR) for the six 
activities in aggregate; the NPV (at the social discount rate) of each 
activity has been contrasted with the totality of AID-funded QRA costs 
for each activity. In general and, certainly, on angregate, the results 
of the economic analysis on the Quick Response Activities show very
positive returns from Project investments. The economic rate of return 
for the QRA is a high 0.56, assuming that the six subprojects analyzed 
are representative, and giving them equal weights. However, given the 
high risk nature of the activities involved, we have applied several 
sensitivity tests. Ifonly hr - of the QRA subprojects work on average,
the internal rate of return urops to 0.31 and this is perhaps a more 
realistic gauge of the QRA's likely economic return. (As another
 
sensitivity test, one may assume that all QRA subprojects work except for
 
those with the highest returns: cotton and cardamon. In that event, the
 
internal rate of return is 0.43).
 

a. Benefit/Wbst Ratio at the Social Discount Rate
 

Activity B/C 

Cardamom 1.61 
Pineapple 2.43 
Anthurium 1.21 
Cotton 2.54 
Vegetables 1.22 
Passion Fruit 1.35 

Average 1.73 
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b. Economic IRR
 

To generate an economic IRR for the six QRA's, certain
 
assumptions were changed to ensure that the six activities incurred a net
 
cost in their first year (see Annex 0 for details). On aggregate, the 
economic internal rate of return on the six example activities is 56 
percent.
 

c. NPV (Social Discount Rate)/Aid-funded Costs
 

Activity NPV/AID Costs
 

Cardamon 3.85
 
Pineapple 10.45
 
Anthurium 1.51
 
Cotton 10.19
 
Vegetable 3.10
 
Passion Fruit 4.59
 

Average 5.62 

3. Major Subprojects 

self -contained 
major 

The 
in 

subprojects 

Economic 
Annex J. 
of HIAMP, 

Analysis 
Economic 
Regional 

for the 
Analyses 
Tropical 

Cocoa 
of the 
Fruit, 

subproject is 
three remaining 
Leeward Islands 

Diversification, and Regional Mariculture, will be designed as part of 
the Core Contractor's duties in the early stages of HIAMP 
implementation. At the design stage, a sub-project financial rate of 
return of 15 percent and an economic (social) rate of return of 10 
percent will be stipulated as criteria for subproject acceptability and 
approval. As the regional tropical fruits subproject will focus upon 
improving production practices and generating market opportunties for 
existing production which, at present, are not being exploited (i.e, 
substantial short- and medium-term returns are projected to emanate from 
this sub-project), the projected returns are expected to be way in excess
 
of the threshold financial and economic rates of return stipulated in 
project approval criteria. Similarly, the Leeward Islands
 
Diversification subproject will have sea island cotton production and 
marketing as a central crop diversification feature, and returns to this 
activity (given the relatively very high and firm contract price for the 
cotton) are projected to ensure an economic rate of return well in excess
 
of the project criteria threshold level.
 

D. Administrative Analysis
 

"RDO/C has embarked on a reorganization of its programmic
 
efforts in the region, structuring the assistance of the Mission into 
four program clusters. This integration of projects into clusters is
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designed to provide more direct impact and rapid delivery of project
assistance. In agriculture, there are two components to the cluster, one

the multi-faceted HIAMP project which channels technical andassistance 
funding to commercially viable enterprises; and the other continued 
support to regional institutions and support services which provide the
back-up support to long-term restructuring of agriculture in the region.
 

HIAMP is the centerpiece of the cluster concept. HIAMP is
designed to have a sustained impact on the methods of production, types
of crops grown, market direction and type of capital invested in
agriculture in the region. HIAMP is structured to provide all of the
islands of the OECS countries with the technical and financial resources
 
needed to achieve this impact. That is, it has become increasingly
apparent to RDO/C that what is needed are resident on-site advisors, well

versed in the constraints of each individual island, capable of putting
together bankable 
 projects, and monitoring their successful
 
implementation. The project is complex, 
as all RDO/C regional projects

are, given the number of islands, and various organizations involved. 
Nevertheless, it is the design team's considered opinion that the

following project management structure and functions provide the optimal
form for both on-island economic impact and overall RDO/C guidance and 
policy direction.
 

1. The Design, Coordination and Management Contractor
 

a. Organizational Structure of the HIAMP Core Contractor
 
Operations
 

The Design Coordination and Management Contractor

(DCMC) will station a resident core team of Team Leader and Market

Advisor in Barbados and up to five resident Field Advisors in the OECS
 
countries. The core team will be supplemented by short-term technical
 
specialists in project design and feasibility, crop production,

mariculture, and marketing.
 

In numerous discussions with hnst country governments,

agencies and the agricultural private sector in OECS countries, it has

become apparent to RDO/C that what is needed is more hands-on experience
and direct relations with agribusiness advisors who have access to
 
information on markets, prices, technology and prospective investors. It

is also clear that a sustained activity in this area is needed to build 
up expertise and institutionalize these important connections. At the
 
same time, however, it is also recognized that the OECS countries do not
need another private sector regional organization; but rather, they need 
personnel to assist them in putting together bankable projects, securing

market niches; and learning the procedures for accessing of investors,

investment" opportunities and markets. These need to be internalized by 
persons and agencies indigenous to the region. At the end of the project

it is expected that HIAMP personnel will have assisted producers to
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develop better production and post-harvest technology practices and to 
secure market niches, and local institutions and agents will be better 
integrated into market information networks. Better businessmen, not new
 
institutions will be what HIAMP leaves as a legacy. 

b. Project Management
 

i. Core Contractor Responsibilities 

The contractor will provide the international

expertise and organization needed to identify and assist foreign private
investment and joint ventures in agriculture, and to assist local
 
investors and agencies in accessing markets and finding needed technical 
information and assistance. The Contractor will operate at three levels:

U.S. base backstopping; Regional Coordination office for project
management; on island project identification, technical assistance and

project monitoring. The responsibilities and management of the three 
levels differ but complement one another, and are essential in order to

achieve maximum impact on agricultural diversification in the Eastern 
Caribbean.
 

ii. U.S. Operations
 

The home office of the Core Contractor will
 
provide both support activities for the core team in the field as well as

facilitate the essential linkages to markets, brokers, 
 information
 
systems and potential investors in the U.S. This is not expected to be 
an elaborate operation (approximately 30% of 1 professional's time), but
rather compatible with other services such as ECSEDA and PDAP.
 

iii. Regional Office
 

The Core Contractor will establish a regional

office in Barbados comprised of a Team Leader who will be the project 
manager and a Marketing Advisor. Support staff hired locally will also
 
be provided. Barbados was chosen as the regional base for the project in
order that the Team Leader could liaise on a day to day basis with RDO/C,
particularly with the ARDO office and with other RDO/C project activities
which complement HIAMP, as Small Enterprise Assistancesuch the Project
with CAIC and PDAP. Additionally, the Core Team will liaise with other 
donors, such as BDD and CIDA which have their regional offices in
 
Barbados, as well as with other crucial organizations and agencies

(CATCO, WDB). 

iv. T[eam Leader Responsibilities
 

The Team Leader is the Project Manager for all

HIAMP activities. This person will be responsible for direct supervision

of the Core Contract Team under the Project. He/she will be fully

responsible for all contractor members, both long-term and short-term,
and will provide guidance and overall direction to the Team.
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This means that the team leader will assign

priorities and set targets for the core contractor operations. He/she

will be responsible for directing resources in a timely and efficient 
way. The team leader will spearhead the dynamics of Quick Response
Activities and be responsible for the overall team's efforts, ensuring
high standards of performance of team members and the submission of 
objectively conceived sub-project proposals. Specific responsibilities 
of the Team Leader are stated in Annex P. 

v. Marketing Advisor Responsibilities
 

A full-time Marketing Advisor will be posted to 
Barbados and will be supervised by the Team Leader. The Marketing
Advisor will be expected to travel frequently throughout the Eastern 
Caribbean and o-ccasionally to North America, the U.K. and airope to 
develop potential marketing links.
 

The marketing advisor's role is to work directly

with commodity producers and agroprocessors in securing market niches and
 
to ensure that the products exported meet quality control and volume 
standards. The advisor will be expected to work with projects at both 
the design and implementation stages. In effect, the advisor will
 
operate as the marketing supervisor for sub-projects in their early
stages passing on technical expertise to sub-grantees. Specific
responsibilities of the Marketing Advisor are stated in Annex P.
 

vi. Field Advisors Responsibilities
 

Field advisors will be responsible for designing,
 
implementing, coordinating and monitoring HIAMP activities in specific

individual countries. These advisors will operate in their assigned

countries within the existing bilateral agreement between AID and the 
Host Government. Field Advisors will operate as AID in-the-field.
 
Specific responsibilities of Field Advisors are stated in Annex P.
 

2. Caribbean Financial Services Corporation
 

The Caribbean Financial Services Corporation (CFSC) was
 
incorporated and established in accordance with legislation enacted in 
Barbados in July 1983. Under its charter it may conduct banking
 
operations, including off-shore banking, but may not accept deposits.

The thirty-two shareholders of this privately-held corporation include 
international financial institutions. As of October 1985, the
 
corporation had issued 26,500 shares for cash subscriptions of $2,650,000.
 

a. Organization
 

CFSC operates as a privately owned, for profit

development bank with a Board of Directors and a management unit made up
of the Managing Director, one Loan Officer and a Secretary. As it is a 



-68-

Figure 1 
HIAMP PROJECT STRUCTURE
 

I a 

_____RDO/C

S CC '_ __ __ __ __ 

HME OFFICE '
 

* . 

PROJECT UNIT :PROJECT UNIT 
BARBADOS CESC 

'F.A. : :F. A. : F.FA. : : F.A. : F. A. : 

ST. V. ST. L. DOM. ' 'GRENADA . ST. K./
 
____ '_'_' ___ ' :ANTIGUA:
 

young organization, both legal counsel and accounting services are
 
contracted when needed. The Board of Directors is composed of nine 
shareholders chosen on the basis of their business qualifications, and

the Managing Director of CFSC who sits as a regular member. From its 
inception the Board has been active in the management of the operations
of the organization including development of management structure and 
policy guidelines, as well as approval of all loans and post review of 
credit committee decisions.
 

The Managing Director is the Chief Executive Officer of 
CFSC and reports directly to the Board of Directors. In addition to 
being a full member of the Board, the Managing Director has the primary
responsibility for the development of the corporation and the management
of its loan portfolio. Management of the discounting function,
 
membership on the loan committee and development of financial services,
 
and operational and personnel policies fall under his portfolio.
 

The loan committee has senior responsibility for all 
credit decisions made within CFSC. Presently, there are only two
 
management officials with the expertise to sit on this committee, so
three Board members also serve on a rotating basis. It is envisioned 
that as CFSC expands, other senior staff members will serve on the loan
 
committee, and the number of Board members may be reduced.
 

b. Financial Status
 

Upon its incorporation, USAID extended a US$12 million 
loan supplemented by a $400,000 grant to cover technical assistance and
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evaluation expenses. Following a favorable evaluation of CFSC's
 
performance and credit demand analysis conducted in June 1985, USAID 
increased its loan funds to $17,335,000. The completion date of this 
project is December 31, 1989. At present, the USAID loan and shareholder 
capital provide the sole source of CFSC loan funds. CFSC expects its 
fiscal year-end portfolio in March 1986 to be about US$4.5 - 5.0 million 
and a net income of US$90,000 - $100,000. Future projections are 'or net 
profits of $246,000, $475,000 and $664,000 for the next three years.
 

In terms of CFSC's ability to manage the financial 
requirementa of this project, the establishment of a special project unit
with personnel skills in a number of areas: investments, accounting, 
contracting and procurement, should facilitate quick disbursement as well
 
as provide institution building skills to CFSC well beyond the life of 
the Project. In particular, the hiring of accountant and procurement
officers should enable CFSC to set up routine systems to facilitate the 
institution's ability to conform to AID regulations and reporting
 
requirements.
 

c. Rationale for Selecting CFSC 

The design team investigated several possible

institutions to serve as the home for the two Quick Response Funds. 
RDO/C sought a regional private sector institution with a portfolio in 
the field of development finance. CFSC's Board of Directors and 
management, are committed to becoming an important source of development
finance in the region. Its Caribbean management and Board of Directors 
are extremely knowledgeable about investment opportunities in the
 
region. Since Board members are drawn from all the HIAMP territories
 
they can provide an important check on the references of prospective 
clients -- a critical role they now play in CFSC's loan approval 
process. CPSC management is enthusiastic about the project, familiar 
with AID regulations and procedures since it has received prior AID
 
funding, and has agreed to contribute 15 percent of its annual profits to
 
the equity fund.
 

d. Role of CFSC in HIAMP
 

CFSC will be in charge of administering and monitoring
the two Quick Response Fund windows of the project: The Grant Fund and
 
the Equity Fund. A staff member of CFSC will sit on the Quick Response
Activity Review Committee with RDO/C and the Core Contractor and 
determine sub-projects to be funded. 

Upon receipt of written approval from RDO/C, CFSC will 
then make arrangements for the disbursement of funds. The procurement
officer of CFSC will be responsible for monitoring sub-grantee's 
compliance with AID requirements on procurement and ensuring that 
appropriate documentation is provided for expenditures submitted for
 
reimbursement.
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In addition to disbursement and monitoring functions,

CFSC has a major role to play in the ultimate success of sub-projects. 
As an equity partner, CFSC will become a member of each firm's Board of
Directors and attend meetings on a quarterly basis. It is expected that 
the project manager and project officer will play active roles as
 
Directors. CFSC will also analyze the financial status of each
 
investment based upon audited financial statements. These provisions are
 
expected to provide firms with additional guidance in management,

financial planning and policy objectives thus raising the standard of 
management of many agribusiness firms in the region.
 

e. Management
 

CFSC is currently managed by a two person staff
 
consisting of the Managing Director, one Loan Officer and one Secretary.
A recent evalution considered this staffing arrangement as "lean but well
 
suited to the job of running a private developnent finance institution,

especially given the active role played by Board Members in setting

credit policy and participating in credit review. Marketing and credit
 
analysis responsibilities are shared between the Managing Director and
 
Loan Officer. Communication between the Board and management is 
considered to be open, efficient and constructive".
 

The experience and capability of CFSC staff are 
positively noted throughout the region. Both the Managing Director and 
the Loan Officer are experienced managers and very knowledgeable of the 
financial institutions and personnel in the region and can draw on a wide 
network of experts when making credit and policy decisions.
 

f. CFSC Staff Requirements
 

CFSC must hire additional staff to manage the QRF

activities efficiently. Their current two person professional staff is
 
not adequate to meet project needs. Discussions between CFSC, RDO/C and 
the Design Te1am have resulted in a decision to create a Project
Management Unit in CFSC which will be comprised of the following 
persons: a Quick Response Fund Manager, Quick Response Fund Project
Officer, Two QRF accountants/procurement officers and a secretary. (See 
Annex P for details of responsibilities). 

The addition of this project unit and personnel to CFSC 
for the purpose of implementation, is not only viewed by the Design TeIam 
as essential to the project; but also as a very positive institution
 
building step for CFSC which will significantly expand the organization's
ability to meet both financial and technical needs of private sector
 
enterprises in the region.
 

3. Subproject Activity Cycle Procedures
 

The primary role of the Field Advisors is to put together
viable market oriented private sector led agricultural activities which
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will be funded with assistance from the Quick Response Fund. It is the 
responsibility of Field Advisors to fully assess the needs requirements
of prospective projects for their sucessful implementation. Feasibility
studies, thus, must also provide a needs assessment and identification of
 
all the resources available to address constraints. This complete

package is sent via the HIAMP Regional Office to an RDO/C Quick Response
Activities (ORA) project review committee comprised of RDO/C, CFSC and 
the Core Contractor office in Barbados. Once approved, with whatever 
modifications, the sub-project is sent to CFSC, as grantee, for approval 
and disbursement.
 

CFSC will then monitor the sub-grantees to ensure that all 
AID requirements are being met in the contracting and procurement 
process. When it is the opinion of the Field Advisors and the QRA review 
committee that business managers are necessary to carry out AID 
implementation requrements, CFSC will work with these sub-grantee

business managers to ensure proper contracting and procurement. In this 
role, CFSC assures compliance with AID's rules and regulations. 

The Field Advisors will be expected to monitor
 
implementation activities, and alert CFSC and RDO/C when problems arise; 
as well as, where possible, to assist inovercoming them.
 

In terms of monitoring sub-grantees, it must be remembered 
that under HIAMP there will be quite a range of activities and a spectrum
of sub-grantees ranging from large agribusinesses with modern accounting
systems to flgdling cooperatives and associations. Oversight and 
monitoring activities will vary depending on the type of sub-grantee.
See Figure 2 for an explanation of the design and implementation cycle.
 

The services of the core contractor, with Field

Advisors in five islands in the Eastern Caribbean, will allow for a 
greater impact on agricultural diversification efforts both in individual
 
islands and in the sub-region. It will also facilitate better dialogue
and communication between USAID and local and regional agricultural
 
offices and the indigenous agricultural private sector. The mechanism of
 
the Field Advisors, in particular, will provide for better monitoring of
 
sub-projects as well as facilitate the design of a greater number of 
activities on each island. The core contractor, in effect, is RDO/C's 
surrogate in the islands of the Eastern Caribbean. ARDO staff will have
overall responsibility for the project. The holistic perspective of the 
ARDO staff will enable them to provide the regional HIAMP office with 
guidance and direction. ARDO staff will continuously monitor HIAMP
 
activities from policy perspectives and assess how these activities are
 
fitting into RDO/C overall objectives as outlined in the CDSS and Annual
 
Action Plan.
 

4. HIAMP Coordination with Regional Organizations
 

Formal affiliations exist between and among a number of
 
regional organizations concerned with agricultural markets and investment
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technology in the Eastern Caribbean. To some of these organizations,
Eastern Caribbean governments pay annual subventions to support research 
and development in agriculture in the region. Many of these 
organizations are engaged in activities that will directly impinge on 
HIAMP.
 

i. CARDI, CAEP and National Extension Services 

RDO/C has been fostering the establishment of
 
strong linkages between CARDI's research and development efforts and
 
national agricultural policy and planning through the Caribbean
 
Agricultural Extension Project (CAEP). CAEP encourages the establishment 
of linkages between CARDI and national extension agencies and regional
and extra-regional linkages between regional institutions and R&D centers 
such as the Midwest Universities Consortium for International Activities
 
Inc. (MUCIA). Under CAEP the institution building framework for the 
effective linkages between government policy, agricultural planning and 
the technical inputs to farmers have been set up. At the national level, 
committees for agricultural R&D, extension, and overall agriculture
planning involving ministry officials, farmers and CARDI have been 
established. A primary thrust of these projects is to help establish 
closer links between research and extension at both the national and 
regional levels and to transfer technology to individual farmers. 
Therefore, it will be important for both the Core Team of HIAMP in 
Barbados, as well as for the Field Advisors of HIAMP in the individual 
islands, to develop good working relationships .with CARDI and CAEP
 
national R&D committees to ensure that complementarity exists and that 
HIAMP is not viewed as duplicating existing efforts. In fact, the 
opportunity presents itself of utilizing the extension systems to 
transfer high impact agricultural technology to small farmers. This is 
the holistic aspect of the cluster portfolio in operation. CARDI and 
CAEP ideally provide a systems framework for high impact agriculture.
 

ii. ECSEDA and the Regional Export Agency 

Approved at the Seventh Meeting of the Economic
 
Affairs Committee of the OECS in November 1985 was a proposal for the 
establishment of an Eastern Caribbean States Export Development Agency,
(ECSEDA) which is being funded by the EEC at EC$8m over the next five 
years. Located in the Commonwealth of Dominica, the agency is being 
designed to operate as an Export Agency for the seven OEC$ states, who 
cannot afford to fund such an effort on an individual island basis. The 
agency will contract with trade correspondents located in North America,
U.K. and European markets who will be remunerated on the basis of work 
commissioned. It is intended to use specialists in particular product 
groups and agricultural commodities and agro-processed products are 
included., (See Annex P for detailed description of ECSEDA). 
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The development of ECSEDA at this time dovetails 
very well with the objectives behind the creation of HIAMP. As HIAMP

advisors will operate as facilitators, putting together discrete
 
sub-projects in a multiplicity of activities, an agency such as ESCEDA is
 
highly complementary. HIAMP should come to depend on agencies such as
 
ESCEDA and other data bases to access markets for specific Quick Response

Fund Activities. ECSEDA's trade correspondents can provide necessary

information on possible buyers, market situations and potential

restrictions. ECSEDA potentially can be very useful in facilitating the 
movement of HIAMP products, while HIAMP sub-project activities can
 
provide test markets which may open niches for the entire sub-region.
 

This agency is conceptualized as bringing

together the heads of all the individual CARIODM export agencies as well
 
as CAIC, CDB and the CARIOOM Secretariat to provide a public/private
sector thrust to export production and marketing. It is viewed as
 
providing overall policy direction to the various CARICOM Task Forces and 
to provide a more cost effective approach to aggressive export promotion
and lobbying for West Indian commodities in Europe, U.S. and Canada. One
of the Task Forces is Agriculture and Agri-business. Tb the extent that 
the Regional Export Agency becomes functional during HIAMP, the Core 
Contractor will need to keep informed of developments which may
positively assist HIAMP sub-project activities.
 

iii. Caribbean Food Corporation
 

In 1975 the Conference of Heads of the Caribbean 
Community adopted a Regional Food Plan which had been mandated by four 
MDC governments. The Plan has been elaborated on over the years, and 
been the subject of intense debate. Many economic issues have bedevilled

its implernn.ation by member countries. The Caribbean Food Corporation, 
(CFC), headquartered in Trinidad, was designed as the implementation


mechanism for the Regional Food Plan. CFC has the responsibility for 
conceptualization of regional programs and projects; projects which are
 
deemed more technically feasible and/or cost effective on a group or 
regional basis. The Regional Food Plan assigned production, processing
and marketing activities to the CFC and its trading subsidiary the
 
Caribbean Agricultural Trading Company (CATCD). CFC is a corporation of 
the CARIODM community and is open to all members of CARICXM.
 

CFC's interest in taking equity positions in
commercial projects which involve 
the private sector, and its role as
 
primary shareholder in CATCO mean that RDO/C and HIAMP personnel will
need to keep informed as CFC is another actor in the region willing to 
take equity positions. Whereas CFSC's financial interests will be more
compatible with commodity associations, farmers' groups and individual 
entrepreneurs; CFC is, perhaps, more interested in playing a role in 
financing sub-regional projects such as tree crop projects from the 
Windwards -- i.e. mangoes, breadfruit or cocoa, or in cutflowers and
ornamentals. CFC provides another resource which HIAMP personnel may tap
when considering various combinations of financing for feasible projects.
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iv. CrWO 

The Caribbean Agricultural Trading Company
(CATCO) is a mixed public/private stock corporation with 51% of its stock 
held by the Caribbean Food Corporation (CFC)and 49% by six major private 
sector firms. CAT(X3 was established in 1981 by the CFC and is
 
headquartered in Barbados. The regional character of CATO is reflected 
in both the shareholdings by CFC, which represent all CARICOM members,

and in the distribution of shares to various private companies in the 
Caribbean. As a potentially commercially viable trading company, CATOD's 
goal is to expand the trade of agricultural and agro-industrial

commodities produced in the Caribbean. CATO's mandate is to effect key 
changes in the structure of the intra- and extra-regional trading of
 
fresh produce. It is intended to remove critical constraints to the
 
marketing of fresh produce, promote and develop new marketable products
produced in the region, stimulate private sector involvement in
 
agriculture, and attack some of the externalities which constrain
 
broad-based agricultural development in the Eastern Caribbean. As such, 
it is a key institutional and operational resource for the projects
 
conceived under HIAMP.
 

RDO/C is financing a $1.4 million project which 
provides CATCO with $1.25 million in loans for working capital in its 
trading operations. lb become a commercially viable trading company
 
CATCO needs a sufficient trade to cover minimal operating costs; a
 
consistently reliable volume trade. HIAMP sub-project activities which 
are production oriented, will be integrated projects which can provide
the reliable operations CATCO needs to open market niches. Risk factors 
are high; but with equity positions possible through CFSC, RDO/C expects 
that selected commodities can be produced under HIAMP and marketed by
 
CATWO. Such a scenario would begin to restructure Eastern Caribbean
 
agricultural sectors and stimulate further private sector investment in
 
agriculture.
 

v. USAID IPED Project
 

The PDAP/IPED Project was conceived by RDO/C as a
 
tool for stimulating private sector development and CBI implementation in
 
the Region. The goals of the project were to generate some 15,000 jobs
 
in agriculture, agribusiness, manufacturing, tourism and service
 
activities, largely through encouraging foreign investment. As well,
 
extra regional exports in both traditional and non-traditional products 
were to be expanded at a rate sufficient to exceed the deterioration in 
terms of trade. Institution building components were also in the project

with the goal of improving the capability of public and private
 
institutions, such as Industrial Development Corporations, in investor
 
and market search operations, employment generation and policy issues. 
In practice PDAP has been successful as a catalyst for light industry

foreign investment, facilitating OECS investor search operations, as well
 
as directing local producers away from protectionist Caribbean markets 
toward the rewards of sub-contracting with U.S. firms under 807
 
provisions.
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PDAP advisors have had responsibility for
 
assisting in project identification, design, structure, presentation and
 
implementation. They assist with contract negotiations and other inputs,

including assistance in planning and managing industrial infrastructure.
 
PDAP advisors also act as an information service for local and foreign

investors.. However, unlike HIAMP advisors, they do not have capital
behind them to fund projects which are considered feasible; nor do they
provide much short-term technical assistance under the project. The PDAP

thrust in most countries is industrial; whereas HIAMP, on the other hand,
will work principally with the indigenous agricultural private sector to
develop ext-ort oriented sub-projects. Under HIAMP, a complete package,
which includes technical assistance and financing, will be designed,

implemented and monitored. A key component will be on-going technical 
assistance to producers, transferring technology in production,
post-harvesting and marketing which will transform agriculture in the
 
West Indies. 

The concepts of HIAMP and PDAP are complementary
yet distinctive, based on the differing needs of the client groups they 
are created to serve. PDAP has evolved as an important catalyst and 
facilitator of the industrial sector, particularly for the foreign

investor, and increasingly for local industrialists. PDAP's transfer of
 
skills and institution huilding are directed towards building the
 
expertise of national Industrial Development Corporations and local

manufacturers in investor search and investment promotion operations. 

HIAMP, on the other hand, will work principally
with the indigenous agricultural private sector to develop export
oriented sub-projects. A complete package, which includes technical
 
assistance and financing, will be designed, implemented and monitored. A

key component will be on-going technical assistance to producers,
transferring technology in production, post-harvesting and marketing

which will transform agriculture in the West Indies.
 

The PDAP and HIAMP advisors will complement
each other, particularly in areas where there is scope for joint ventures
 
and foreign investment, specifically in agro-processing operations. In
fact, HIAMP advisors will depend on the PDAP system for initial investor 
search to narrow the range of prospective clients. Following this
 
initial screening HIAMP advisors will perform follow-through activities
 
and development of feasibility studies. There is scope for deepening

assistance and more effectively improving capabilities in both
 
agriculture and industry with a division of labor. RDO/C and Coopers and

Lybrand are presently working out the division of labor and coordination 
mechanisms between the two projects.
 

.5. HIAMP and Host Country Issues
 

In designing this project, the Design 2eam and RDO/C were 
cognisant of the importance of Host Country receptivity to, and desire
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for, involvement in project design. Every island was visited and
 
extensive discussions occured with Prime Ministers, Ministers of
 
Agriculture and Trade, Permanent Secretaries, Chief Agricultural
Officers, Chiefs of Technical Divisions, Extension Agents, as well as 
individual farmers, and private sector local and regional organizations.

In general, there was enthusiasm for the design idea of placing USAID 
surrogates in-country to work directly with the local private sector and 
host country governments. Consensus was that on-site advisors not only
would become more familiar with indigenous opportunities and constraints, 
but that their proximity would have greater impact on economic change.
 

Overall, host country receptivity to HIAMP was apparent.

But, to ensure host country commitment to HIAMP it will be necessary to 
follow up on the initial dialogue on overall project design, with more
 
in-depth discussions on HIAMP strategy and objectives and how they mesh 
with host countries development plans and other donor projects. Further
 
discussion with them, should elucidate, in a collaborative manner, the 
best choice for resident advisors. Perhaps the necessity of close
 
collaboration with PDAP advisors and investor search operations makes
 
Industrial Development Corporations, or other entities where
 
institutionalized, highly suitable. These entities also usually have
 
good facilities, communications and adequate office space, and provide 
support services which the advisors will need. Some countries, such as 
Antigua, do not have such entities; in these instances it may be
 
necessary to simply counterpart personnel to responsible senior technical
 
agricultural officers and encourage them to find suitable office space in
 
a private sector agency.
 

Problems can arise in project implementation due to host 
country bureaucratic procedures. It is essential that the Regional HIAMP
 
Office and Field Advisor develop a good, early rapport with host country 
personnel to avoid these problems. It must also be clear to host country

governments and the contractors that RDO/C will be monitoring all
 
sub-project activity and has ultimate responsibility for the project and
thus both parties have recourse to the Mission in cases where disputes or 
disagreements arise.
 

E. Social Soundness Analysis
 

1. Socio-Cultural Context
 

Agriculture in the Eastern Caribbean is extremely
intricate. The farmer, however has a good comprehension of his/her
ecosystem and each farming system is geared towards the preservation of 
this complex ecosystem of steep mountain slopes, loose soils, small 
streams and variable rainfall. The farming systems which have thus 
evolved ate a combination of extensive plantation agriculture in which 
the better coastal lands have been planted to cash crops, and the highly 
intensive small farm agriculture in which polyculture and short term
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crops are the rule. These agricultural systems are intricate webs where 
crop production is not a simple function of plantation versus subsistence 
farming but of a complex ecosystem of differing soil types, rainfall 
patterns and tenurial arrangements. And this complexity is being further 
heightened by the general decline in plantation agriculture, a decline 
caused by the fluctuating international market coupled with the labor 
stortages in agriculture. 

a. _Ipes of Farm Groups 

Data gathered from a number of sources and censuses 
provide infor.7nation on classification of types of farming groups in the
Eastern Caribbean. Primary indicators used are: number of acres the
farmer occupies; Lost of farm production; production of income derived 
from the sale of farm produce; the importance of agricultural income to 
the total income. 

on this basis there are four major types of farm groups
in the Eastern Caribbean: non-comnercial -- having no sale of produce;
semi-commercial - having part of the family income from agricultural
sales; family commercial -- obtaining larger proportion of family income 
from the sale of farm produce; commercial -- solely commercial 
enterprise; may be limited liability company; employs significant 
non-family labor.
 

b. Size of Holdings and Tenure Issues 

Reviewing the data that has already been collected,
there are four general tenurial classifications which are applicable
throughout the region. These are: 

i. family land, 
ii. freehold,
 

iii. annual lease, and
 
iv. share cropping. 

Although evidence is inconclusive for the entire region, the tenurial 
arrangements which occur most frequently -- least in theat Windward
Islands -- are that of family land followed by freehold land. The high
ownership of land by farmers in the Windward Islands is very significant
because there appears to be a definite relationship between types of 
crops grown and land ownership. Where rights to the land are permanent,
after the initial land clearing, the farmer isri.ore likely to plant it 
to
 
permanent crops. These permanent crops are then 
intercropped with

secondary crops and other shade tolerant 
crops which are important

subsistence food items in the local diet. Among these secondary cropsthe farmer may then plant a wide variety of vegetable crops either in 
combination or inseparate parcels.
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In the case of the Leeward Islands, because most of the 
land is under state control (Antigua, St. Kitts) or in large private 
estate ownership (Montserrat), tenure tends to be of the annual lease 
type; there is hardly any freehold or family land. It is not surprising
then that farming systems in these countries tend to emphasize short term 
crops, 
planted 

usually aroids 
then they are 

and vegetables. If 
usually semiperennials 

there 
(i.e. 

are any 
bananas 

tree crops 
and certain 

fruit trees) rather than perennials. 

c. Women in Agriculture 

Studies indicate that there are sex related differences 
in agriculture between men and women. In several countries -- Barbados,
Antigua, St. Kitts-Nevis, - women form the backbone of the daily paid
agricultural work force; but in these islands women form a much lower 
percentage of own account farmers. Dominica and Nevis have high rates of
 
own account farmers who are women, with the rest of the Windwards falling
in between. Few women are large scale commercial farmers. In general, 
women's role in agricultural production is primarily geared toward
 
traditional food items for local consumption. This does not mean that 
women are not engaged in cultivating export cash crops; but rather that 
the constraints which all farmers in the Eastern Caribbean face seem to 
be magnified in the case of women farmers. For example, research
 
indicates that resources available to women farmers are more limited than
 
those to men; women have greater problems securing long and short term 
credit, title to land for collateral purposes, access to farm labor, and 
receive less attention historically from extension services and private

agencies. Additional constraints facing women farmers result from their 
being heads of household with little supplementary income from family
members who are largely dependent children. Women's multiple work roles
 
in agriculture, child care and home maintenance also inhibit a movement 
to more conmercially oriented agricultural activites.
 

2. Participant and Beneficiary Populations
 

a. Farmer and Fishermen's Associations
 

Farmer's organizations, whether statutory bodies,
 
growers associations or cooperatives, have been in existance in the 
region since the 1940's. Indications are that they are probably
 
responsible for 70-80% of agricultural marketing, particularly for
 
export, in each country. Historically, most of these organizations were
 
formed by small and medium sized growers to pool their resources and
 
needs for inputs to gain economie,. of scale in an era where individually 
they were at the mercies of major commercial houses. Additionally, they
had no access to comnercial banks for either short or long term lending, 
nor did they have the political clout of the dominant plantation sector. 
As a result, farmers have a deep attachment to these organizations and 
view them as their own, despite differing degrees of government
involvement. There are four types of farmer/fishermen's associations in 
the Eastern Caribbean:
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--
--

-

--

statutory bodies 
grower's associations 
cooperatives 
developmental organizations 

Statutory bodies have the largest membership base. In 
Grenada, for example, it is estimated that over 7,000 of the 9,000
farmers are members of statutory bodies. This pattern is replicated
throughout the region, whenever agricultural statutory bodies exist. It
 
is important to understand that statutory bodies are governed by boards
 
with the majority of members elected by producers and a minority,

generally three, nominated by government. The other associations -
growers associations, cooperatives, and developmental organizations are
 
overwhelangly private organizations. Growers associations, in fact, are
 
private companies registered under the companies act, limited by
 
guarantee and having no share capital.
 

The agricultural cooperative sector throughout the
 
region is small, with two exceptions, Nevis and Dominica. On Nevis, the
 
majority of farmers are organizing into small marketing and supply

cooperatives, and there is one fisheries cooperative. Dominica has
 
approximately 26 agricultural and fisheries cooperatives involving 
some
 
4,000 - 5,000 individuals. In fact, Dominica has one of the highest
numbers of cooperatives per kapita in the world. Where marketing and
 
supply cooperatives exist, members are often involved in small-scale
 
irrigation farming of vegetables and root crops on an intensive basis.
 
They tend to be more market-oriented than other farmers, and willing to
 
accept wholesale prices, which will be an impor'Lant advantage in terms of
 
linkage to HIAMP activities.
 

Whatever the type of farmer organization, lack of
 
membership involvement and education is a major weakness. Farmer members
 
have a strong attachment to these organizations, which they perceive as
 
"theirs", and deeply resent any interference by government. This is
 
particularly true of the statutory bodies, many of which grew out of
 
smallholder dissatisfaction with export crop marketing being controlled
 
by either expatriate business houses or the colonial government.
 

i. Role of Government
 

The degree of government participation differs 
between countries and organizations. A general rule seems to be the more
 
dominant the organization in the export earnings of a country, the
 
greater the degree of government involvement. None of the farmers
 
organizations in the region, with the exception 
of the St. Vincent
 
Arrowroot Association, is effectively under government control.
 
Certainly'none can be defined as parastatals. Government would in fact
 
argue that all are private sector bodies, because producers have the
 
controlling voice. Producers feel strongly 
 that they are their
 
organizations. They are all a peculiar legacy of the British colonial
 
past, found in all commonwealth countries.
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Statutory bodies and cooperatives have been most 
susceptible to government intrusion in the past. The ordinances 
governing the statutory bodies and cooperative law in each country have 
clauses permitting government intervention when their affairs are
 
mismanaged. These clauses have provided convenient excuses for
 
government intrusion, particularly in Grenada, through the nomination of 
all the Board members of the organization involved.
 

ii. Linkages with HIAMP
 

HIAMP is intended to promote investor-led
 
agriculture export in the region to increase foreign exchange earnings
and GDP. The linkage between the farmer organizations and HIAMP can be 
found in the specific crop lines which are or will be grown for export.
In some instances, farmer members are already involved in the production 
of crops targetted by HIAMP, e.g. cocoa, winter vegetables and 
floriculture. In these cases the organizations provide a convenient
 
framework through which to introduce new production techniques, extension
 
and marketing services to farmers.
 

b. IDC's and Other Government Bodies
 

HIAMP is a private sector led project and will focus 
primary attention on farmers and companies engaged in agriculture and 
agro-processing in OECS countries. HIAMP will, however, work with those
 
public sector agencies involved in promoting and facilitating
 
agricultural and agro-industrial development.
 

During project design there was thorough discussion
 
with large numbers of persons involved in investment promotion as well as
 
with technical personnel in government ministries and with region1 I
 
organizations such as OECS/ECSEDA, CATUD, CARDI and CAEP with whic, .!IAMP 
expects to work. As discussed in the Administrative Analysis iormal 
coordination mechanisms will be established during implementation of the 
Project.
 

c. Co ercial Entities and Individual Companies
 

The project design team spoke with a cross section of 
farmers, processors and company managers in every participant country
during the design stage. These discussions are really follow-on 
discussions to numerous visits by RDO/C staff and evaluators of existing
projects which have built up a knowledge base of the constraints of the 
agricultural sector and the measures needed to address these
 
constraints. The opinions expressed by these individuals and companies
 
have been molded into both overall project design and into major

sub-project activities. The methodology being designed for use by the
 
Core Contractor, particularly by the Island Field Advisors, in monitoring

and evaluating sub-project activities on a regular basis, by persons
on-site, should facilitate continuous participation by the agricultural
 
private sector throughout the life of the project.
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3. Social Impact 

This project is expected to have significant impact on both
the overall economy of the sub-region and individual states as well as on 
the agricultural sector and individuals and companies operating in the 
sector. The project proceeds on a number of fronts: policy, markets,
technology, production, credit -- and thus impact will be widespread and 
hopefully, deep. HIAMP is being designed to provide a major increase in 
agricultural exports from the OECS countries. Correctly implemented,

given the importance of agriculture, the project will provide a powerful
 
impetus to economic resusitation of the Eastern Caribbean.
 

Policy: Policy issues will arise throughout the life of
the project. It is expected that a source of leverage for changing
policy directions, with long-term impact, will be the successful
 
implementation of interventions, such as the privatization of a Marketing

Board, or the divestiture of government holdings of a particular estate
 
and the introduction of new export crop lines. Liaison by Field Advisors
 
and Core Team members with National and regional agricultural planning

and R&D committees, with 
export promotion agencies, and commodity

associations will provide important fora for policy issues.
 

Credit: RDO/C believes that the major constraints to

credit lie less with actual capital available in the region, and more 
with the ability of the private sector to access that credit. Over and
 
over RDO/C staff and consultants have heard commercial banks stress lack 
of solid feasibility studies as impediments to successful loan
 
applications. 
Often this is viewed as more important than collateral.
 

HIAMP proposes to free up much of the capital available in 
the region by assisting investors and agro-entrepreneurs in putting

together bankable projects. This process will have spin-offs throughout

the economy. It should begin to change the credit climate of individual 
countries. Provision of capital for grant funding and equity through
CFSC will also not only strengthen the financial climate of the region,
but will also provide CFSC with important skills in assessing viable agro
 
related projects. This effect will also be manifested at the national
 
level with commercial banks who will come to recognize bankable
 
agricultural projects; a skill most admit they presently lack.
 

Technology: Access to sources of information on
 
technological aspects of production, post-harvest, packaging, shipping,
markets etc. is an important component of this project. Transfer of 
technology is key te creating a modern, competitive agricultural sector
 
in the West Indies and the establishment of stable agricultural private

enterprises in the Eastern Caribbean.
 

Markets: The shift to new crop lines, new market niches 
and access to continually changing market factors is also a major thrust 
of HIAMP with important long-term benefits to the region. Through the 
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mechanism of the Regional Office and Field Advisors, better knowledge of 
markets, access to market intelligence systems and data bases and 
important contacts with both regional and extra-regional institutions and 
agencies will be passed on both to country counterparts and to individual 
entrepreneurs. Hopefully, this type of information network will be 
replicated both by regional organizations and by individual country 
agencies at the end of the project. 

Spread effects will be facilitated by good coordination and 
working relationships with regional and national organizations such as 
PDAP, CARDI, CAT O, CAEP, ECSEDA and national extension systems. The 

is understood and will be part of the responsibilitiesimportance of this 
of the Regional Office and Field Advisors. 

4. 	 E uity Issues 

There are a number of concerns which will have to be 
addressed in terms of questions of equity; that is those involving the 
relationship of different groups to production and marketing activities, 
land access and use rights, and community impact. The Mission Social and
 

in the design ofInstitutional Analyst will work with the Core Contractor 
the first subprojects to provide a mechanism for ensuring that equity and 
social acceptance issues are included in the feasibility studies. 

F. 	Environmental Analysis
 

1. 	Overall Project Environmental Analysis
 

The IEE contained in the PID recommended ' negative 
determination for the DQ'C (LOP $10 million) and the Quick Response 
Activities (LOP$12 million). It also provided for the preparaLion of 
individual IEE's for each of the Major Sub-Projects (LOP $13 million). 
No environmental issues were raised in the DAEC review.
 

Environmental analysis performed by the REMS/C supported 
the negative determination for the DLMC and the Quick Response Activities 
in project design and marketing which will have no adverse environmental 
impact. For QRA and Major Sub-Project cormircial research and 
development, production, and processing activities, individual IIE's will
 
be prepared by the core contractor and submitted to AID for approval. It
 
is anticipated that the following issues may surface during the 
preparation and submission of project documents and environmental reports: 

-	 Experimental use of pesticides and fertilizers;
 

.. 	 Pesticide procurement and use of restricted chemicals 
by farmers; 

-	 Land use, soil and water conservation technologies; 
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- Lan clearing of seca ry forusts an steep slopen 
rem ting fr ice ntivel to ge no crp varietio 

d fruit tree cropsi 

of- Lind Use contol5 ad 	 olmntti waterWd 
in =ejot productionlegislation to ptct eep slopes 

areas 
habitatsVittoduction of eiotic specie to now and 

uabesuet offects on bioloWcal diversity of these 

Also a review of pol iminazy projects identified by the PP 

2 provides a further elaboration of the ismes and problrn to be 

during the course of project environmntal analyses (Tbl, 1). 

oafrawork for analysis of potential project effects on 

the enviroment will include: 

a. Strict adherence to AID Rg. 16, lUtwiro tal 
PCootures, with regard to docentation and applicability of regulations 
to all projects 

b. 	 Use of a set of operational guidelines for project 
reports to Afl/W, which wsenviromntal analyses and submission of 

prepared by the Regional Ehvirouuntal Mmnagaent specialist (R31S) for 
the Regional Development Office/Caribbean (Amex E). 

c. Monitoring of core contractor's compliance to the above 

procedures (a) and (b) by IWO/C staff with support from the RUIS on an 
as-needed basis. 

The Oore Contractor will prepare all environmental reports 

in compliance with AID regulations and submit such reports at the 

appropriate time during the project cycle; for exazmple, the IEE is 

submitted with the Qick Response Fund proposal, or with a mjor Projects 

PID. These reports (IEE's/EAs) will be reviewed both by the Chief ADO 
and the Mission Evironmental Officer. concurrence by the Mission 
Director with all recommndtions, particularly for environmental 

protection measures proposed as impact mitigation actions, will be 

obtained prior to submission 	 to the AID/Washington, Chief Envinsorntal 
Officer.
 

In situations where a Negative Determination is approved, 

the project can be authorized assuming all remedial measures suggested 
are to be. iplesunted, and other non-nvironmental matters are in 

compliance. Where a Positive Determination has been recommnded and 
approved, an EA will be conducted prior to project authorization. 
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It is the Core Contractor's responsibility to ensure that

the best professional technical assistance is applied to these
 
environmental analyses. In support of this requirement, the resources of
centrally-funded AID programs outline in the Guidelines found in Annex E 
can be requested in addition to any core contractor in-house

capabilities, or if AID deems necessary, the application of an outside
opinion on any particular issue. This may arise in the case of the 
procurement and use of pesticides, wherein ST/AGR frequently prefers 
to
 
have EA's conducted under the auspices of their Pest Management Project.
 

2. (Ccoa Subproject Threshold Decision
 

An IEE follows which covers the Regional Cocoa
 
Rehabilitation and Management Project (IDP $3 million).
 

A negative determination is recommended for the Regional 
Cocoa Rehabilitation and Development Project. Overall, the project

should have predominantly positive effect on the biological, human, and 
physical environments of project activities. The reasons for this
 
recommendation are summarized below.
 

a. 
The project will work with a crop that has significant

potential to reduce erosion problems in the hillside 
enviromnents in
 
which it will be produced. Successful implementation of the project

should provide an incentive to extension of cocoa production in pure crop

and intercropped agroforestry settings with substantial positive effects 
on soil and water conservation and quality. Project work on sloped land 
will utilize banana's as temporary shade while permanent shade tree 
plantings develop. Soil coverage should be good during the early years
of planting, and cocoa provides a basis for a permanent tree-crop based 
agriculture that is more in accordance with good land use practice on 
sloped lands.
 

b. A major thrust of the project will be to reduce the 
current high, costly and potentially unsound use of pesticides in
 
preventative spraying 
programs. The project will undertake intensive
 
training and follow up of major cocoa grower's 
in Integrated Pest

Management practices including pest scouting, hot spot rather than total 
stand spraying practices, and pesticide handling and disposal safety.

With the assistance of CIPC, farmers field staff will
and undergo

training for certificition as pesticide applicators following EPA
 
guidelines and recommendations.
 

c. The project will engage in the procurement arid use of 
pesticides only purposes research and limited evaluationfor of field 
purposes under the supervision of project personnel, thus qualifying for 
the exceptions to pesticide procedures as cited in Regulation
 
216.3(b)(2) (iii).
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d. Where applicable and technically sound, cocoa 
production as an understory crop beneath coconuts in St. Lucia and St. 
Vincent will be promoted, increasing the biological diversity on
 
monocropped estates, as well as economic return.
 

e. Farmers will ne trained in husbandry techniques aimed 
at increasing the density of trees per acre and the effective application

of fertilizers to avoid losses through runoff. While these practices are
 
aimed primarily at improving productivity, they will provide ancillary 
environmental benefits through earlier and denser canopy cover and
 
reduced non-point source contamination of streams.
 

f. Extensive consideration was given during project design 
to phytosanitary requirements needed for the introduction of higher 
yielding hybrid varieties of cocoa. Direct contacts were made with
 
USDA's APHIS/PPQ in Washington; the USDA cocoa quarantine station
 
Sub-tropical Research Station in Florida; the Mayaguez, Puerto Rico 
USDA/ACRI cocoa field station, CATIE in Turrialba, Costa Rica; the 
Barbados Plant Quarantine Facility; the Cocoa Research Unit at the
 
University of the West Indies in Trinidad; and the FAD Regional Plant 
Protection Officer in Trinidad. The project will sponsor the
 
establishment of a regional cocoa plant material protocol for cocoa
 
seeds, seedlings and vegetative material.
 



-REVIEW OF 

Activity/location 

Oyster seed hatchery/ 
unspecified location 

Fish export marketing/ 
Antigua 

(btton research/Antigua 
!,2a Island Cotton for 
Export, 

All generic projects 
involving vegetables/ 
fz it trees/rice on 
many islands 

"iaoie i 
PRELIMINARY LIST OF QUICK RESPONSE ROJECIS FCR POTENTIAL ENVIRON 4 TAL IMPACTS 

Issues/ Impacts 	 Discussion 

Exotic species Mangrove oyster (C. rhizophora) potentially affected; may

introductions 
 eliminate indigenous species from ecosystems if introduced 

species escapes; may cause dislocations to local fishermen 
who now depend on mangrove oyster.
 

Over-exploitation of LDbster and conch are under intense over-exploitative
coastal finfish and shell- pressures; stocks are having trouble recovering because of
fish resources lack of recruitment; fishermen response is myoptic, tending 

to exploit new areas rather than manage existing grounds,
 
or switch to new species of finfish, or go belly-up;
English-speaking islands fisheries laws are not respected 
by French-speaking islands, resulting in local resource 
conflicts; e.g., Government of St. Lucia intends to 
increase patrol boats monitoring of who fishes and what is 
taken; closed seasons are in effect in many islands. For 
project, mitigative measures would include submission and 
approval of fisheries management plan by venture firm to o 
government fisheries unit.
 

Pesticide use/procurement Residues could get into food chains, underground aquifers,
and potential for abuse and or leach into such places from solid waste dunps where
environmental contamination pesticide containers are improperly disposed of; fish kills; 
on such a small island 	 crop dusting required by aircraft with great losses 

(60-90%) into adjacent areas; methods used to eradicate 
wild cotton in order to eliminate pink boll worm may
involve inappropriate and extensive use of pesticides.
 

- Pesticide use and abuse Many prime agricultural lands are under state control
 
- Soil conservation or (coconut, bananas, but have
sugarcane) not been transferred

lack ot it to small holders, who are still subsistence farming hill
- New land clearing, sides; the project's objectives are to move people from 

resulting in further 
 marginal lands to more productive areas; dissemination of

deforestation and new technology, development of better markets may stimulate 
deterioration of water- greater use of hillsides once prime flatlands are taken;
sheds soil erosion is a problem on all the islands; St. Vincent 

appears to be one of the few countries applying soil 
conservation measures on any scale; once these projects
begin to be successful, it will be hard to control land 
use, unless better controls are in place, including

watershed legislation, squatter control, and use of land
 
capability systems.
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VII. NEGflIATING STATUS, (ONDITIONS PRECEDENT, ODVENANTS AND WAIVERS 

A. Negotiating Status 

RDO/C has discussed implementation of the Quick Isponse Fund 
with the Caribbean Financial Services Corporation's Board of Directors 
and they have heartily endorsed the concept. They see the equity fund as
 
the necessary stimv .us for agricultural investment in the region. They

view CFSC's participation in the process as a twofold advantage; (1) it 
permits their organization to act as a development finance institution 
without the risk of being pulled under by risky investments, and, (2) it 
postures investors to be able to one day approach CFSC's loan window. 
Because of their favorable attitude, RDO/C has been able to negotiate a 
CFSC counterpart equity fund, conditions of future reflows, and a
 
comprehensive administrative burden (Details in Annex N). Final
 
variations of these negotiated items will be incorporated into the grant 
agreement to be signed inApril 1986.
 

B. Conditions Precedent
 

1. Conditions Precedent to First Disbursement for Both Quick 
Response Activity Grants and Major Subproject Grants. Prior to the first 
disbursement under the Grant, or to the issuance by AID of documentation 
pursuant to which disbursement will be made for Quick Response Activities 
and Major Subprojects, the Grantee will, except as the Parties may
otherwise agree in writing, furnish to AID, in form and substance
 
satisfactory to AID,:
 

a. An opinion of counsel acceptable to AID 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 inaccordance with all of its terms; and
 

b. A statement of the name of the person holding or acting
 
as representative of the Grantee and of any additional representatives,
together with a specimen signature of each person specified in such 
statement. 

2. Disbursement for a Particular Major Subproject Activity. 
Prior to any disbursement or to the issuance by AID of documentation 
pursuant to which disbursement will be made for any particular major 
subproject activity under the project, the Grantee will, except as the 
Parties may otherwise agree in writing, furnish to AID in form and 
substance satisfact-ry to AID: 

a. Evidence that the Grantee has capable existing
 
management or has contracted or otherwise made arrangements to secure
 
management to organize and implement activities properly, including the 
ability to procure goods and services according to AID Legulations; and,
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b. Enter into an agreement with AID prescribing all
 
applicable terms and conditions for carrying out the activity.
 

3. Any Disbursement for CFSC Quick Response Fund Equity or
 
Grant-Financed Activity. Prior to any disbursement or to the issuance by

AID of documentation pursuant to which disbursement will be made for any

CFSC Quick Response Fund grant or equity-financed activity, the Grantee 
will, except as the Parties may otherwise agree in writing, furnist to 
AID in form and substance satisfactory to AID evidence that CFSC is
conducting a recruitment search to fill the positions of Project Manager
and procurement officer/accountant.
 

C. Special Covenants
 

AID intends to negotiate the substance of the covenants into 
its Project. grant with the Caribbean Financial Services Corporation.
Since a measure of flexibility is desired, these are not included in the 
draft Project Authorization.
 

The Caribbean Financial Services Corporation shall covenant to:
 

1. Except as AID may otherwise agree in writing, contribute 15
 
percent of annual profits from its loan operations to an Equity Fund and 
furnish any necessary office space for the Quick Response Fund activities;
 

2. Except as A.I.D. may otherwise agree in writing, request

prior AID approval of the appointment of the Quick Resionse Fund Project

Manager and any subsequent changes in the Project Manager;
 

3. Except as AID may otherwise agree in writing, request AID 
prior approval of each of its subgrants and equity investments;
 

4. (i) Except as AID may otherwise agree inwriting, limit the 
total amount of grant and equity investment per venture to $500,000; (ii) 
ensure that grant funds to non-profit organizations do not exceed 90 
percent of total investment costs; (iii) ensure that profit-making
organizations do not receive grant funds without a CFSC equity invesULent
 
and (iv)limit grant funds to profit-making firms to 50 percent of CFSC
 
equity investment amount;
 

5. (i) Except as AID may otherwise agree in writing, ensure
 
that each entity receiving grant funds has the management capacity to
 
contract for needed goods and services in accordance with AID
 
regulations; and (ii) ensure that management requirements and AID

regulations will be adhered to in an agreement between CFSC and all
 
subgrant recipients including equity investment recipients;
 

6. Except as AID may otherwise agree in writing,. "Present"
 
quarterly reports to AID which specify the name of entities receiving

grant and/or equity funds throughout the life of the project. Stch
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reports should include information on the type of activity; amount of
 
assistance; and comments on their financial performance, status of
 
activities, problems encountered and any other appropriate monitoring
 
information;
 

7. Except as AID may otherwise agree in writing, "Limit" the
 
maximum total amount of investment in any enterprise to no more than 49
 
percent of the enterprise's equity base at the time of investment. In
 
exceptional cases in which the firm's profitability is jeopardized by

policies set by existing shareholders or the performance of
 
owner/management, CFSC shall have the option of purchasing shares 
to
 
receive majority control of the firm. CFSC will be expected to sell its
 
participation within two years of receiving majority control;
 

8. Except as AID may otherwise agree in writing, "Ensure" that
 
a CFSC representative attends quarterly Board of Directors' meetings held
 
by each firm receiving CFSC equity funds;
 

9. Except as AID may otherwise agree in writing, "Conduct" an
 
in-depth analysis of each firm receiving equity funds on an annual basis;
 

10. Except as AID may otherwise agree in writing, "Constitute"
 
a conservative provision for losses for the equity fund at no less than
 
50 percent of the value of equity investments. The adequacy of this
 
provision will be reexamined in Year 5 of the project and changed
 
accordingly;
 

11. Except as AID may otherwise agree in writing, "Sell" each
 
investment within five years; and,
 

12. Except as AID may otherwise agree in writing, "Return" all 
income earned through sales of equity investments during project years 
one through five to the equity fund. After project completion 
when USAID funding for 'administrative expenses ends, CFSC will 
return all income earned from the sale of equity investments to the 
Equity Fund after subtracting administrative expenses associated with 
the equity fund and a three percent nominal management fee for each 
year that the investment has been held after the end of the project.

CFSC shall continue to return subsequent generations of reflows to the
 
equity fund for investment in agricultural enterprises, following sound
 
investment practices.
 

D. Special Provisions Governing CFSC Investments
 

(The tenor of the following provisions will be required to be
 
negotiated into each equity investment made by CFSC. Since AID has the
 
right of prior approval of each such investment, their inclusion in an
 
effective form will be assured. They are not included as specific

conditions precedent or covenants because it is deemed desirable to leave
 
a degree of flexibility in their negotiation. In view of this, none have
 
been included in the draft authorization).
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1. A fair share price shall be determined by an AID-approved
accounting firm based upon the company's book value plus the revaluation 
of real estate at prevailing market prices;
 

2. No earnings shall be distributed during the time that CFSC
 
holds stock in the firm. 
 Net profits should be sufficient, when

possible, to enable retained earnings to increase the value of the stock 
price by at least 15 percent per annum; 

3. Additional stock will be issued by the equity fund

recipient firm only with the concurrence of CFSC and a majority of 
shareholders. CFSC shall not unreasonably withhold such concurrence when
 
a fair price has been set; and,
 

4. Shareholders shall agree to repurchase CFSC stock within 
five years of original purchase. In exceptional cases in which
 
shareholders do not have the financial means to repurchase CFSC shares,

CFSC may sell to any interested buyers. Shareholders and the Board of
Directors of the firm in which CFSC invests shall agree not to attempt to 
block CFSC attempts to sell shares to interested parties. (Exceptions tothe five year rule include those activities that require longer periods 
of time to yield positive returns (e.g. tree crops). The buy-back period

should be specified inlegal documents governing each equity investment).
 

Code 000) and of 


E. Waivers 

(Waivers, 
Authorization). 

if approved, shall be included in the Project 

1. Vehicles 

A waiver is requested of source/origin requirements (AID 
the provision of Section 636(i) of The Foreign


Assistance Act of 1961, as amended, to permit contractor procurement of 
seven vehicles from 
AID Code 935 countries -- five four-wheel drive
jeeps, one station wagon and one passenger vehicle. These vehicles will 
be used by the seven core contractor advisers (two in Barbados; five in
the Leeward and Windward Islands) in performance of their duties. The 
five field officers will require sturdy four-wheel drive vehicles to 
provide ongoing technical assistance to agricultural enterprises often 
located in rough terrain. The two additional vehicles are for the corecontractor advisers located in Barbados. The station wagon will help to 
transport small quantities of produce samples and potential foreign
investors interested in HIAMP projects. The passenger vehicle is needed 
to enable the other adviser to carry out project responsibilities.
 

A waiver is requested because service facilities and spare

parts for U.S.-made vehicles are not available on these islands and the 
use of left-hand drive vehicles has proven to be hazardous. Maximum cost
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for 	each four wheel drive is $14,000 and for the two remaining vehicles
 
is $10,000 each, for a total waiver amount of $90,000.
 

In approving such a waiver, AID must find that "certain
 
circumstances" exist. The circumstances include:
 

(a) The inability of U.S. manufacturers to provide the
 
necessary vehicles, e.g., right-hand drive vehicles; and,
 

(b) Present or projected lack of service facilities and 
supply of spare parts for U.S.-made vehicles. 

In addition, AID Handbook 11, Chapter 3, Section 2.6.1.3 
provides that a source/origin waiver may be approved when "the commodity
is not available from countries or areas included in the authorized 
geographic code". Thus, it is recommended that: (I)a waiver of Section 
636(i) of the FAA and (2)a source/origin waiver to p.rmit procurement of 
the required vehicles from AID Geographic Code 935 (Special Free World) 
be approved. 

2. 	Ocean Shipping
 

Funds provided from the HIAMP Project may be utilized to 
finance shipments of perishable produce from the Eastern Caribbean to 
export markets. This may occur as the result of a contractor test 
marketing a product or from a subproject recipient's use of equity
funds. A U.S. flag carrier recently has begun regularly scheduled 
services to the Leeward and Windward Islands via Puerto Rico. However,
in the case of shipment of agricultural perishable goods these U.S. 
shipping facilities, schedules and routes are not adequate to sat-3fy
HIA1MP subproject needs. These include: 

o 	 currertly available minimum shipment size of 20 foot 
containers: during early production stages, most HIAMP 
subprojects will not be able to fill a full container;
 

o 	weekly sarvice: some HIAMP subprojects will require at 
least twice-weekly services; 

o 	 lack of transshipment connections and arrangements to 
European destinations: HIAMP subprojects require
 
direct service to European destinations.
 

CFSC subgrantees and equity investors, and producers under 
Major Project Activities, will use existing ocean shipping for the 
movement of commodities during the Project. In doing so, the Project 
must be able to respond to the needs of the private sector shippers, to 
assure prompt movement to highly competitive, demanding markets to
 
improve burdensome waiver requirements on such shippers prior to shipment
 
which will seriously impair achievement of project objectives of
 
perishable commodities.
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A review of shipping in the Eastern Caribbean indicates 
that while U.S. flag carriers now provide regular service in the region,
the shipping requirements of these elements of project, i.e. relatively
small volume, highly perishable, sporadic shipping patterns, lead to the 
necessity for the limited shipping waiver. Hence, shippers of
 
perishables would be able to ship on Code 935 vessels and receive AID's 
financing for such shipments without first obtaining a waiver. 
 Under
 
this procedure, AID would require CFSC or other project grantees to 
require shippers of perishables to certify that they had tried to locate 
timely U.S. flag shipping for the perishables. This would correspond to 
shipping waiver procedures currently in effect in the Eastern Caribbean 
in other AID projects but would fix the emphasis on what, in an activity
involving intensive participation of the private sector, is practicable
and necessary to achieve the Project purposes. 

AID financing of shipping costs under the circumstances 
described above on AID Geographic Code 935 carriers is requested under 
the Project. Given the limited shipping service described above, the 
interests of the U.S. are best served by permitting financing of

transportation services on ocean vessels under flag registry of Code 935 
countries.
 

A determination of non-availability of U.S. flag services
 
for this Project is requested as part of the Project Authorization 
package. 

All other Project financed shipping would be subject to 
U.S. flag shipping requirements. 
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VIII. EVALUATION AND SPECIAL STUDIES
 

A. Project Evaluation
 

This five year project will have two evaluations. The first 
will commence at an appropriate time after the end of year two and will 
be completed not later than the end of year three. The second will be 
conducted towards the end of the project six months before the PACD. 

Both evaluations will be integral initial steps towards tin overall 
assessment of RDO/C's Agricultural Sector program. Both evaluations 
will, therefore, attempt to analyze HIAMP's impact at the micro and macro 
levels and the efficacy of its role within the context of the entire 
program. They will seek to determine how effectively HIA4P has linked 
and interacted in synergy with AID regional and bilateral initiatives to 
validate a market driven strategy for agricultural development in the 
Eastern Caribbean.
 

Within six months after assuming duties, the Core Contractor will 
be expected to complete the collection of base line data and design an 
appropriate methodology for measuring project impact. The methodology is
 
to be approved by RDO/C.
 

The first evaluation will be conducted within the framework of an
 
impact evaluation methodology subject to modifications based on the core 
contractor's evaluation design and the base line data collected. Apart
from the wider program focus mentioned above, it will also examine: (a)
the adequacy and efficiency of implementation arrangements, including the 
performance of the core contractor, CFSC management and any other 
contractors; (b) the timeliness of the disbursement of project inputs; 
(c) the progress made towards achieving project outputs; and (d) the 
extent to which HIAMP has helped to elicit loans from private and public 
lending institutions. It will be expected to recommend whatever
 
modifications are necessary to (a) assure HIAMP's meaningful contribution 
to the achievement of the Mission's overall program and sector goals and 
objectives and (b) to impvove project implementation. The level of 
effort for this evaluation is expected to take six person-months and 
would require an evaluation team comprised of consultants with
 
specialities in agriculture, agricultural economics, macro economics,

agribusiness development, financial analysis, agricultural credit,

agricultural marketing and evaluation.
 

The final evaluation will be a full impact evaluation. It will not
 
only assess HIAMP's contrbution to the Mission's program but also its 
impact on the individual performances of selected enterprises and on the 
agricultural GDP of each country. Itwill also assess the performance of

the contractors, the effectiveness of CFSC's management, the viability of 
the equity fund and CFSC's capacity to perform a future similar role. 
This evaluation should also inform the Mission about appropriate
 
follow-on activities.
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The level of effort anticipated for this evaluation is four

person-months of a team including expertise in macro economics, financial
 
analysis, agribusiness development, evaluation, cocoa development,

tropical fruits, mariculture and any other required specialities.
 

B. Special Studies
 

1. Overview 

The special studies undertaken during the HIAMP project
will examine technical issues identified by project implementators and 
beneficiaries that are important to achieving project objectives.
 

The design team identified two topics that merit further
in-depth analysis to assist successful project implementation: an
 
analysis of means to stimulate lending to agricultural enterprises and an

examination of transportation facilities. Additional studies are
 
expected to be identified during the first three years of project

implementation. 

2. Agricultural Credit Study
 

The HIAMP project has adopted a strategy of responding to concerns of intermediary financial institutions in the hope that this
will induce lending. Additional study is required to analyze the past
performance, current practice and capacity of intermediary financial
 
institutions to conduct agricultural lending operations. If the current
 
excess 
liquidity position of lending institutions changes due to policy

changes currently being discussed at the ECCB, then the study would have 
to examine the adviseability of establishing a rediscount facility to
 
promote lending.
 

Even if IFIs remain highly liquid, in the long term other 
measures may be necessary to change lending institutions' attitudes

towards loans for agricultural purposes. For example, conmnercial banks 
will not discount receivables of agricultural enterprises, 
or provide

pre-shipment or post-shipment financing due to the perishable nature of
their commodities. The Central Bank of Barbados has established a
pre-shipment guarantee and post-shipment insurance scheme for 
manufactured goods that has induced banks to lend. The agricultural
credit study should examine whether it would be advisable to establish 
such mechanisms to cover agricultural goods from the Eastern Caribbean 
countries. 

The first step would be to examine the performance of 
similar schemes existing in other nations, including the guarantee scheme

offered by the U.S. Export-Import Bank. Documents evaluating the 
performance of other types of guarantee and insurance schemes would also

be analyzed to provide a basis for discussion with financial institutions
 



in the Eastern Caribbean. Finally, an analysis of the capacity of 
Caribbean lending institutions would be performed by visiting all banks 

inter-island shipments 

interested in providing agricultural loans. 

rlhe study team will be 
analysis expert and a guarantee fund 
person-weeks of time. 

composed of a 
specialist and 

banking/financial 
require about 24 

3. Transportation Study 

The lack of adequate transportation facilities for 
of fresh produce has constrained both intra- and

extra-regional market development in the region. Specifically,
inadequacies in the inter-island schooner services has ensured that a 
modern, fresh produce marketing sector has not emerged in intra-regional
trade; the lack of specialized air freight services linking, in
 
particular, St. Vincent, Dominca and Grenada with trans-shipment points

in Barbados, St. Lucia, Antigua and Trinidad has served to suppress the 
development of extra-regional trade in fresh produce by air freight. 

The 	objectives of the transportation study will be: 

o 	 to identify transportation problems that constrain 
intra- and extra-regional exports of fresh produce from 
the 	Eastern Caribbean, and
 

o 	 to design a project(s) to help remove such constraints 
and, thereby, support the HIAMP project.
 

Since there have been many previous studies of
 
transportation constraints in the Eastern Caribbean and little corrective
 
action taken, a synthesis of past reports with a focus on fixing the 
problems identified will be the study team's charter. The team will 
comprise a senior transportation management expert (6 weeks), a
 
transportation economist (6 weeks), an agribusiness marketing specialist

(2 weeks), a post-harvest specialist (4 weeks), a financial analyst (3
weeks), specialists from within the region in air freight (2 weeks) and
 
sea 	freight (2weeks) for a total of 25 person weeks.
 

One outcome of the study, for example, could be the design
and subsequent implementation under HIAMP of an inter-island fresh 
produce air freight line project. Using an existing carrier company
(e.g. Tropic Air, LIAT, CARICARGO, etc.), scheduled inter-island 
shipments of high value-low volume produce (e.g. tropical flowers) would
 
be shipped from the Windward Islands to a trans-shipment point in
 
Barbados for export to Europe and North America at freight rates that 
reflect volumes of air-freight business that could be expected in a 
mature tropical flower export program. The project might: cover the 
development costs of reaching a critical mass in air-freight shipment
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volume for highly perishable, high value crop; "show by doing" the 
longer-term returns of such a business to existing companies and provide 
a testing ground for the logistical and post-harvest requirements that 
must be in place at point of trans-shipment (Barbados) if export market 
development using air freight is to be successful from the Windward 
Islands. 
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5C(1) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable to projects. This section is
 
divided into two parts. 
Part 	A. includes criteria applicable to all

projects. Part B. applies to projects funded fLom specific sources only: B.1.

applies to all projects funded with Development Assistance loans, and B.3.
 
applies to projects funded from ESF.
 

CROSS REFERENCES: IS ODUN[RY CHECKLIST UP-TO-DATE? 
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PROJECT? 

A. GENERAL CRITERIA FOR PROJECT 

1. 	FY 1985 Continuing Resolution
 
Sec. 525; FAA Sec. 634A.
 

Describe how authorizing and Congressional Notification will be

appropriations committees of sent forward and the waiting period

Senate and House have been or will nave expired prior to project

will be notified concerning authorization.
 
the project;
 

2. 	FAA Sec. 611(a)(1). Prior to Yes; also, prior to financing each

obligation inexcess of subproject activity, a 
subproject

$500,000, will there be (a) technical and financial design

engineering, financial or document will be approved by AID.
 
other plans necessary to
 
carry out the assistance and
 

(b) 	a reasonably firm estimate of Yes
 
the cost to the U.S. of the
 
assistance?
 

3. 	FAA Sec. 611(a)(2). If No action required.

further legislative action is
 
required within recipient
 
country, what isbasis for
 
reasonable expectation that
 
such action will be completed

in time to pemnit orderly
 
accomplishment of purpose of
 
the assistance?
 



4. 	 FAA Sec. 611(b); FY 1985 
Continuing Resolution Sec 
501 iFor water or 
water-related land resource 
construction, has project met 
the principles, standards, 
and procedures established 
pursuant to the Water 
Resources Planning Act (42
 
U.S.C. 1962, et seq.)? (See
 
AID Handbook 3 for new
 
guidelines.)
 

5. 	 FAA Sec. 611(e). If project 

is capital assistance (e.g.,
 
construction), and all U.S.
 
assistance for it will exceed
 
$1 million, has Mission
 
Director certified and
 
Regional Assistant
 
Administrator taken into
 
consideration the country's
 
capability effectively to
 
maintain and utilize the
 
project?
 

6. 	 FAA Sec. 209. Is project 

susceptible to execution as
 
part of regional or
 
multilateral project? If so,
 
why is project not so
 
executed? Information and
 
conclusion whether assistance
 
will encourage regional
 
development programs.
 

7. 	 FAA Sec. 601(a). Information 

and conclusions whether 

project will encourage 

efforts of the country to: 

(a) increase the flow of 

international trade; (b) 

foster private initiative and 

competition; and (c) 

encourage development and use 

of cooperatives, and credit
 
unions, and savings and loan
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Yes
 

N.A.
 

Yes, 	it is a regional project.
 

This 	project is designed to:
 
a. b. e.) increase flow of trade in
 
private sector agricUltural products;
 
c) through showing evidence that
 
agricultural financing is a reasonable
 
investment, the project will encourage

broadening of portfolios of all
 
financial institutions, unions, and
 
savings and loan associations;
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associations; (d)discourage 

monopolistic practices; (e) 

improve technical efficiency 

of industry, agriculture and
 
comerce; and (f)strengthen
 
free labor unions.
 

8. 	 FAA Sec. 601(b). Information 

and conclusions on how 

project will encourage U.S. 

private trade and investment 

abroad and encourage private 

U.S. 	participation in foreign 

assistance programs 

(including use of private

trade channels and the
 
services of U.S. private
 
enterprise).
 

9. 	FAA Sec. 612(b), 636(h); FY 

1985 Continuing Resolution
 
Sec 501. 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.".
 
are utilized in lieu of
 
dollars.
 

10. 	 FAA Sec. 612(d). 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. 601(e). Will the 

project utilize competitive 

selection procedures for the 

awarding of contracts, except

where applicable procurement 

rules allow otherwise? 


(d)will discourage monopolistic
 
practices; f) have no direct effect
 
on labor unions.
 

The project seeks to attract U.S.
 
investors to the Eastern Caribbean to
 
participate in the production and
 
marketing of agricultural products for
 
export. The project will support
 
these investments by eliminating
 
constraints to investment.
 

N/A
 

No
 

The core contract, estimated at $ .0
 
million was formally advertised
 
November 12, 1985. Contracts for
 
subproject activities will be let
 
according to the Federal Acquisition
 
Regulations as amended to reflect AID
 
special circumstances.
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12. 	FAA 1985 Continuinq 

Resolution Sec. 522. If 

assistance is for the 

production of any conodity 

for export, is the commodity
 
likely to be in surplus on
 
world markets at the time the
 
resulting productive capacity
 
becomes operative, and is
 
such assistance likely to
 
cause substantial injury to
 
U.S. producers of the same,
 
similar or competing
 
commodity?
 

13. 	 FAA 118(c) and (d). Does the 
project comply with the 
environmental procedures set 

forth in AID Regulation 16.
 
Does the project or program
 
take into consideration the
 
problem of the destruction of
 
tropical forests?
 

14. 	 FAA 121(d). If a Sahel 

project, has a determination
 
been made that the host
 
government has an adequate
 
system for accounting for and
 
controlling receipt and
 
expenditure of project funds
 
(dollars or local currency
 
generated therefrom)?
 

15. 	FY 1985 Continuing Resolution 

Sec. 536. Is disbursement of
 
the assistance conditioned
 
solely on the basis of the
 
policies of any multilateral
 
institution?
 

16. 	 ISDCA of 1985 Sec. 310. For 

development assistance 

projects, how much of the 

funds will be available only

for activities of 

economically and socially
 
disadvantaged enterprises,
 

The project seeks to stimulate the
 
production of high value speciality
 
crops which are not in surplus in
 
world markets.
 

Detailed environmental guidelines will
 
be followed in the preparation of each
 
subproject proposal.
 

N/A
 

No
 

No plans to specify amount although
 
sub-contracting services to these 8(a)

HBCU, & other firms under major core
 
contract is encouraged in AID's
 
advertising.
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historically black colleges
 
and universities, and private
 
and voluntary organizations
 
which are controlled by
 
individuals who are black
 
Americans, Hispanic
 
Americans, or Native
 
Americans, or who are
 
economically or socially
 
disadvantaged (including
 
women)?
 

B. FUNDING CRITERIA FOR PROJECT
 

1. 	 Development Assistance
 
Project Criteria
 

a. 	FAA Sec. 102(a), 111, a) The project seeks to establish 
113, 281(a). Extent to private agricultural production and 
which activity will (a) marketing centers into which small 
effectively involve the farmers can channel their produce for 
poor in development, by export;
 
extending access to
 
economy at local level,
 
increasing
 
labor-int nsive
 
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 b) Private sector agricultural
 
cooperatives, especially production and marketing will utilize
 
by technical assistance, cooperatives and grower's associations
 
to assist rural and where crop lines so dictate;
 
urban poor to help
 
themselves toward better
 
life, and otherwise
 
encourage democratic
 
private and local
 
governmental
 
institutions;
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(c) support the 
self-help efforts of 

c) N/A 

developing countries; 
(d) promote the 
participation of women 

d) Majority of small farmers in 
project area are women who will 

in the national benefit as in (a) aoove; and, 
economies of developing 
countries and the 
improvement of women's 
status, 
(e) utilize and e) many constraints to be eliminated 
encourage regional 
cooperation by 

by this project will be eliminated on 
a regional basis (shipping, marketing, 

developing countries? etc.). 

b. FAA Sec. 103, 103A, 104F Yes, 103 
1059 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 

Not necessarily, emphasis is on using 
whatever it takes to produce and 
market agricultural conuodities 

(relatively smaller, 
cost-saving, labor-using 

efficiently. 

technologies that are 
generally most 
appropriate for the 
small farm, small 
businesses, and small 
incomes of the poor)? 

d. FAA Sec. 110(a). Will N/A, this is a regional project which 
the recipient country 
provide at last 25% of 

will be carried out by making 
assistance available directly to 

the costs of the 
program, project, or 

non-governmental grantees. 

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)? 
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e. FAA Sec 122(b). Does Yes 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
increase of productive 
capacities and 
self-sustaining economic 
growth? 

f. FAA Sec. 128(b). If the 
activity attempts to 

N/A 

increase the 
institutional 
capabilities of private 
organizations or the 
government of the 
country, or if it 
attempts to stimulate 
scientific and 
technological research, 
has itbeen designed and 
will it be monitored to 
ensure that the ultimate 
beneficiaries are the 
poor majority? 

g. FAA Sec. 281(b). 
Describe extent to which 
program recognizes the 

Project will give host country 
agricultural producers an opportunity 
to operate profitable companies. 

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 
participation in 
governmental processes 
essential to 



2. 	 Development Assistance 
Project Criteria (Loans Only) 

a. FAA Sec. 122(b). 
Information and 
conclusion on capacity
of the countLy 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?
 

3. 	 Economic Support Fund Project
 
Criteria
 

a. 	 FAA Sec. 531(a). Will
 
this assistance promote
 
economic and political
 
stability? To the
 
maximum extent feasible,
 
is this assistance
 
consistent with the
 
policy directions, 
purposes, and programs 
of part I of the FAA? 

b. 	 FAA Sec. 531(c). Will 
assistance under this 
chapter be used for 
military, or 
paramilitary activities? 

ANNEX B 
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C. 	ISDCA of 1985 Sec. 207.
 
Will ESF funds be used
 
to finance the
 
construction of, or the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? Ifso, has
 
the President certified
 
that such country is a
 
party to the Treaty on 
the Non-Proliferation of
 
Nuclear Weapons or the 
Treaty for the 
Phohibition of Nuclear
 
Weapons in Latin America 
(the "Treaty of 
Tlatelolco"), cooperates 
fully with the IAEA, and 
pursues nonproliferation
 
policies consistent with 
those of the United 
States?
 

d. 	 FAA Sec, 609. If 
commoditlies are to be 
granted so that sale 
proceeds will accrue to 
the recipient country, 
have Special Account 
(counterpart)

arrangements been made? 
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MISSION DIREE R'S GRAY AMNDT CERTIFICATION 

"I,James S. kbltaway, as Director of the Regional Development
 
Office/Caribbean, hereby certify that the procurement plan was developea with
 
full consideration of maximally involving Gray Amendment organizations in the
 
provision of required goods and services and that the High Impact Agricultural

Marketing and Production Project isappropriate for minority or (kay Amendment
 
organization contracting.
 

Director
 

[Date
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GRAY AMENDMENT OPPORTUNITIES
 

2here is wide scope for services to be provided by firms defined in the
 
Gray Amendment in support of the various planned activities of HIA4P. RDO/C
 

will explicitly encourage consideration of these firms for all technical
 

assistance work proposed. Moreover, RDO/C will, where appropriate, limit
 
certain procurement to those firms designated as "8 (a) firms". 

It is anticipated that several Gray Amendment defined firms will in fact 

submit proposals to provide "core contractor" services. Full competitive 
consideration will, of course, be afforded. In addition, we anticipate that 

sub-grant activities under the QRF will require at least 400 work months of 

technical assistance over the LOP and involve at least 50 procurement 
actions. Opportunities for Gray Amendment firms will be purposefully 
encouraged in each procurement, and when appropriate, RDO/C will limit 
competition for certain work to "8(a)" firms only. 

Similar consideration and encouragement for Gray Amendment firms will be
 
available with "Major Project Activities" funded under HIAMP.
 

This level of effort and guidance to optimize opportunities for work by
 
Gray Amendment defined firms is feasible under HIAMP because RDO/C will be
 
directly involved in the review and approval of all sub-project activities.
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CFSC Letter of Request to be hand delivered to AID/W 2/25
 



PROJECT DESIGN SUMMARY 
ILGICAL FRMWORK 

Life of Project: 
From FY to FY 
7btal U.S. Funding:Date Prepared: 

Project Title & NuMzer: High ZMact Agricultural Marketing and Production No. 538-0140 

MARRATIVE SUMMARY 


Program or Sector Goal: To achieve a 

growth-oriented sustainable, 

private sector-led agricultural 

production, marketing and export 

industry in the Eastern Caribbean. 


Pro2ect Purpose: 
To increase the contribution of the 

agricultural sector and associated 

agricultural enterprises to Gross 

Domestic Product by improving the 

investment envirorment, relieving 

development constraints to private 

capital inflows, and dmonstrating 

attractive returns on capital at
 
acceprable levels of risk.
 

otu: 


(BJECTIVELY VERIFIABLE INDICAMRS 

Measures of Goal Achievement: 

Ontinuation of a 5 percent annual 

increase in agricultural (P after1.I-ie 

Project completion. 


Oonditions that will Indicate Purpose 
has Been Achieved: End of Project Status 
Annual agricultural GOP increasing at a 
rate of 5 percent per anru.m 

agnitude of Outputs: 
1. Expansion or establishment of profi- I. Equity fund investments made to 50 - 80 

table agricultural production and/or firms, grant funds used to assist 100 

MEANS OF VEIFICATIOd 

National statistics. 


Nationex statistics and end of 
Project Evaluation. 

Records kept by RDO/C, the Core 
ontractor, CFSC, subcontractors 
and assisted ventures and Project 

processing enterprises exporting to 

regional and/or international 
markets. 


2. 	 Increased yields among medium and 
large cocoa graders in the four 
Winiward Islands, improved quality 
and consistency in quality in fer-
mentea beans, better marketing 
strategies for forward contracting, 
and a demonstration of the feas- 
ibility of hybrid cocoa technology 

3. Design of a tropical fruit produc-

tion project to increase yields, 

improve quality and strengthen 

marketing channels. 


4. Design of a project to diversify 

agricultural production on the 

Leeward Islands. 


5. Design of a project to promote the 

growth of mariculture _oamrcial 

ventures, 


ventures. Small- and medium-scale agri- Evaluation. 

cultural export activities established 

with $250,000 in gross annual sales 

each by 1995. 


2. Negional Cocoa: Improvement of cocoa 
yields to 1,O00 lbs./ac. on 1,000 acres 
held by medium and large growers; 
replanting of cocoa using a hybrid: 
clonal mix to yield 1,200 lbs./ac. on 
1,000 acres of land held by medium and 

large growers; improvement of yields and 

introduction of the hybrid:clonal mix on
 
nearly 840 acres of land under the model
 
farms divestiture program; promotion of
 
at least two joint ventures between
 
Grenadians and foreign investors to
 
develop 100 percent hybrid plantings of
 
cocoa on a total of 500 acres of land;
 
and demonstration at the Ashendon Estate
 
that an 80:20 hybrid:clonal mix will not
 
affect the premium received for Grenada
 

IMPORTAW ASSUPTIONS
 

"sumptions for Achieving Goal a
 
:
 

investment climte in
 
the E Cibbean remains
 
stable.


2. 	 Continued m4Vt of CBI. 
3. Absence of major climatic
 

disturbwces. 

A!E M*ions for Achieving Purpose:9
1. Private agricultura4 enter

prises are prepared to expand 
or seek to develop n ventures. 

2. 	 GoWverments take nsornary 
structural adt measures. 

3. Absence of major climatic
 
disturbance.
 

Assumptions for Achieving 
Outpts: 

I ementation targets are met. 
2. 	 Management capacity of private
 

ventures can be strengthened.
 
3. 	 Markets are accessed for non

traditional exports and for
 
fine flavored cocoa.
 

4. Local and foreign entrepreneurs
 
will invest equity in agri
business ventures; and
 

5. Loans will be available from 
intermediate financial
 
institutions.
 

ot 



6. Establishment of efficiently- cocoa.
 
managed, profitable venture capital 3. Design of Tropical Fruit Tree Develop
fund for non-traditional export ment Subproject to Handbook III
 
agriculture within the Caribbean specifications.
 
Financial Services Corporation. 4. Design of a Leewards Islands Diversifi

7. 	 Increased lending to HIAMP agri- cation Subproject to Handbook III 
cultural enterprises by intermediary specifications. 
financial institutions. 5. Design of a Regional Mariculture Sub-

Project to Handbook III specifications. 
6. Value of CFSC equity fund does not 

decline during project life; staff mem
bers trained and actively seeking new 
agricultural investments. 

7. 	 Intermediary financial institutions to 
disburse $7 million in loan funds
 
throughout project life (equal to amount 
of equity fund investments,. 

Inputs: Implementation Target (Type and Wality): Records kept by IDO/C, Core Assumption for Providing Inputs: 
iP COST Qntractor, CFSC, subcontractors I. AID funds for the project are 

COMPONNT (USD 000's) (in millions of US$) and assisted ventures and Project available as projected.
Yr 	1 2 3 4 5 Evaluation. 2. CFSC profitability targets are
 

a) Quick esponse Funds 12000 1. USAID/RDO/C 4.U 7.7 10.3 10.1 8.0 achieved. 
Grant Funds. 3. HIAMP project components are 

b) (YSC URF Adnin. 850 2. CYSC annual contribution: 15 percent of sufficient to induce lending 
profits plus cost of an additional from intermediary financial 

c) 	 Major Sabproject Fund 12500 secretary. institutions. 
Regional Cocoa 3000 3. Investors' contribution: about $1.75 4. Private enterprises exist which 
Tropical Fruits 6000 million from private investors (25 per- are prepared to invest to expan4 

Leewards Diversification 2000 cent of equity fund) and $300,000 from or establish agricultural 
Mariculture 1500 groups and cooperatives (15 percent of production activities. 

grant funds). 
d) Core Contractor 10000 

e) 	Special Studies & Eval. 750 

f) 	CQtingency 3900 

TOTAL 	 40000 

0K
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GUIDELINES FOR ENVIROMENTAL ANALYSIS OF AID-FUNDED PROJECTS 

James J. albot, Ph.D. 

Regional Environmental Management Specialist/Caribbean
 

USAID/Haiti
 

January 16, 1986 
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A. Introduction
 

Included in these guidelines are steps required to prepare and submit the

appropriate documents incompliance with USAID Environmental Procedure,

specific guidance on ways to analyse projects for potential impacts, and
format for these documents. These were prepared for use in any AID project bythe Regional Environmental Management Specialist/Caribbean. 

B. Basic Steps to File an Environmental Report 

Step 1: Project identification
 

Step 2: Preparation of project description
 

Step 3: Scoping of environmental issues
 

Step 4: Examination of the data and information base
 

Step 5: Analysis and report writing 

Step 6: Preparation of Face Sheet for attachment to IEE or EA signed by 
the preparer
 

Step 7: 
 Presentation to RDO/C and review by Mission Environmental Officer
 

Step 8: Concurrence of Mission Director by signature on Face Sheet
 

Step 9: Submission to LAC Chief Environmental Officer for approval
 

Step 10: Notification of approval/disapproval
 

Step 11: Modification/clarification to document
 

Step 12: Discussion of remedial measures to be applied, including costs
 
and responsibilities for implementation
 

Step 13: Finalization of document
 

Step 14: 
 Submission of copies to all involved people and institutions
 

Step 15: Implementation of remedial measures
 

C. Project Decisions: IEE, EA, or Categorical Exclusion 

1. Definitions
 

The Initial Environmental Examination (IEE) is a "first look" at the
 
project to determine if any significant effects could occur. Itprovides a
brief statement for the LAC Chief Environmental Officer, his designee, and the

Regional Environmental Management Specialist on the factual basis for a

Threshold Decision and whether or not an Environmental Asessment is required.
 

Positive Threshold Decision: Terminology used by AID referring to
the finding that the proposed action will have a significant effect on the
 
environment.
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Negative Threshold Decision: Finds no significant effects on the
 
environment.
 

Significant Effects: Defined as (a)significant changes in the
 
biological diversity within an affected area; (b)loss of endangered species
 
or their habitat (refuge area, nesting sites, feeding grounds, etc.); and loss
 
of aesthetic, recreational, archeological, scientific, or economic value which
 
isunreasonable indirect relationship to the proposed activity, as well as
 
"irreparable harm," i.e., significant undesirable effects occuring once the
 
project is implemented.
 

An Environmental Assessment (EA) isa detailed evaluation of project
impacts on the environment whose general requirements are found inAID 
Handbook 3, Appendix 2D, 22 CFR Part 216 Environmental Procedures, and which 
are intended to implement the requirements of the National Environmental 
Policy Act of 1970 as they affect the AID program. These regulations are 
usually referred to within AID as Req 16 (copy of regs - Attachment 1). 

2. Methodology
 

The following general rule of thumb should be applied in decisions
 
about what to file with AID - IEE or EA?
 

IEE Required For:
 

1. Projects involving the use or procurement of pesticides where
 
the pesticide is registered for same or similar use, and not restricted in use
 
by USEPA. In these cases, the procedures followed to prepare the IEE will
 
follow those outlined in Regulation 16, Section 216, 3(b) (1) (i),the cost
 
benefit analysis.
 

2. All other projects, except as indicated in Reg. 16, Section
 
216.2 (b) Exemptions and (c) Categorical Exclusions. In the LAC Bureau with
 
regard to the issues of exemptions, a disclosure statement signed by all
 
responsible parties must be submitted in lieu of an IEE with a statement to
 
the effect that "a categorical exclusion is pertinent to this project" with
 
the appropriate citations within Reg 16 and justification for such an
 
exemption. Usually the AID Project Officer prepares the exemption statement
 
and the Mission Director signs off on it. The statement is then submitted to
 
the Chief Environmental Officer, LAC, who at the moment is Mr. James Hester,
 
LAC/DR/EST, Room 2239, NS.
 

EA Required For:
 

1. Projects involving threats to biological diversity, which could
 
include projects involving exotic species introductions or export to other
 
areas, impacts to endangered species or their habitats, aggravation of
 
deforestation of primary or secondary tropical forests or woodlands. AID is
 
now required to adhere to the International Environmental Protention Act of
 
1983 as idicated in Section 119, Amendments to the Foreign Assistance Act,
 
dealing with endangered species and preservation of existing natural diversity
 
Df plant and animal life.
 

2. Pesticide use and procurement for those pesticides (herbicides,
 
Eungicides, insecticides, molluscicides, rodenticides, etc.) other than those
 
registered for general use or one registered for restricted use on the basis
 
Df user hazard. The detailed requirements for this pesticide analysis are
 
Eound in Reg 16, Section 216.3 (b) (1) (ii).
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3. All other projects indicated inSection 216.2 (d)as special

classes of actions having a 
significant effect on the environment. The

general requirements of EA's with respect to purpose, scoping of issues,

content and form are found in Section 216.6 of Reg 16.
 

The IEE requires a face sheet ina 
format indicated inAttachment 2.
 
The EA also requires a similar face sheet with changes in the above to denote

that an EA, not an IEE, is being submitted.
 

Reference ismade at this time to cable STATE 055633 on "Revisions to

AID Progranming System-Project Review in LAC Bureau", paragraph 6 which states

the following: "Environmental Procedures. Please note that responsibilities

under regulation 16 have not been redelegated. Initial Environmental

Examinations (IEE) and Environmental Assessments (EA) will still need to be

submitted to and approved in writing by the LAC Chief Environmental Officer in

AID/Washington prior to authorization of funds for all projects and
 
substantive amendments. IIEs should therefore be prepared for all PIDs and be

directly forwarded along with the PID to the Chief Environmental Officer.

Should an EA be required this will allow time for it to be done concurrently

with PP design and submitted to the Chief Evironmental Officer prior to
 
authorization."
 

Categorical Exclusions
 

Projects for which an IEE or EA are not required are detailed inReg

16 (Section 216.2 (c)Categorical Exclusions). These generally include
 
projects such as:
 

1) Research and controlled experimentation of a limited scope;
 

2) Education, technical assistance and training;
 

3) Meetings, studies, seminars;
 

4) Document and information transfer;
 

5) Contribution to international organi!,ations;
 

and any other stipulations elaborated in the above referenced section of Reg

16.
 

D. Key Elements of the Environmental Analysis
 

Given the requirements for form and content of IEEs and EAs mentioned in

the regulations, there are a number of basic elements that should be included

in each report. These are elaborated here inorder to reiterate the need to

be thorough, professional, and concise in the presentation of the report. 
The
 
following components are pertinent:
 

1. Description of the proposed project/activity and any alternatives:
 
Where? When? How? Why?
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2. Description of the affected environment: requires site selection tchave been completed prior to preparation of the report. 

3. Scoping of issues: a bilateral, participatory, dialogue with theaffected population and about the affected environment; a comprehensive reviE
of the data and information base on which decisions can be made; a review ofthe "with" and "without the project" scenarios to assess better any potential
effects on resources. 

4. Assessment of effects: 
detailed analysis of conditions on-site
 
"with" and "without the project" with respect to duration, location and
 
magnitude of impacts expected or anticipated; application of "best 
guestimates" in absence of quantitative data or information.
 

5. Recommended environmental protection package: detailed listing of
remedial measures or mitigation activities and their costs (ifpossible) whic
should be applied through the project in order to minimize negative impacts o
the environment.
 

6. Report write-up: a plain English version, suitable for a layaudience; complete listing of references and documentation used in support of
recommendations and findings; a Summary and Recommendations section, included
in the front of the report, which highlights issues, findings, impacts, and
 
remedial measures.
 

A word of caution is noteworthy at this time: 
 the use of simple
checklists, as frequently done by preparers of these environmental reports fol
AID are not acceptable. 
If the preparer isnot qualified to render an
authoritative decision on impacts, someone qualified in environmental impact
assessment should be contracted to perform these analyses. 
Infact, the core
contractor should demonstrate the ability to retain such a 
person to perform

these very analyses.
 

E. Project Specific Guidance for Environmental Analysis of Projects 

The following kinds of project interventions require the employment of
environment protection measures or require decisions about suitability for AIL

funding:
 

1. Threats to Biological Diversity such as:
 

a. Exotic species introductions or export to other regions:organisms which are not indigenous to a particular area pose a competitive

threat to the native species if introduced either knowlingly or unknowingly
(escaped) to a habitat. There are numerous examples of economic schemes tobring bigger or better life forms from one region to another in order toincrease productivity, profits, and the like. 
 Impacts result not only from

disruptions in the natural equilibrium of a habitat, but may cause
dislocations to people who have depended on the traditional life forms for
 
food and fiber.
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b. Direct or indirect impacts on endangered species or their

habitat: 
project sites must be careful to evaluate the presence/absence of
endangered plants and animals, referring to standard lists such as th IUCN Re

Data Book and the U.S. Fish and Wildlife List of Endangered Plants and
Animals. Eq!ually significant are impacts to locally important species, which 
not endangered in the context that their populations worldwide are so low tha
they would cease to exist as a species if threatened by the activity. For

example, use of habitat or resources may cause them to decline resulting in

loss of an aesthetic resource or loss of a 
food or fiber source to the local
 
population.
 

c. Deforestation of sites which result ina 
decline innumbers of

species present in a habitat or on an island. Protection of biological

diversity is promoted through the International Environmental Protection Act

of 1983, to which AID must adhere in the implementation of its foreign

assistance program. 

2. Changes in Land Use such as: 

a. Land clearing for new infrastructurel agricultural, or

industrial activities: No projects should be supported which promote or
 
aggravate the clearing of forested land in these islands. 
The amount of

forested land needed to maintain watersheds ina healthy state with respect b
 
production of clean water, to regulate base flows for potable water and

hydroelectricity, and to ensure the availability of wood and wildlife
 
resources is estimated to fall somewhere between 10 and 25% of total land arei
in the small islands. Pressures to reduce this forest cover through new
 
economic activities should be reviewed by respective governments, but avoided
 
at all costs because of the diminishing nature of the forest resource.
 

b. Introduction of soil and water management technology: 
 Careful

analysis should be made of projects involving use of new techniques or
 
technologies, especially on slopes greater than five degrees. 
Prime

agricultural lands (USDA Classes I, II,and III) usually account for less thar
 
25% of the land area of the Eastern Caribbean islands. Ifsoil erosion is to
be prevented and soil fertility is to be maintained on most remaining lands or
 
steeper slopes, the use of special soil and water management techniques will
be required. Crop diversification on steep slopes should be reviewed with
 
respect to appropriateness of technology, soil capabilty, and ability of

farmers to understand and apply necessary resource protection measures. Farm
 
plans for individual landowners, which incorporate this appropriate

technology, should be required and reviewed by the core contractor or some
 
suitable review body.
 

c. 
Use of sensitive habitats for economic activities: Sensitive
 
habitat isdefined as: (1)ecologicaly important, based on its relative

productivity and on its significance to the support of life-history functions

of constituent organisms (reproduction, migration, feeding, dispersal); and
 
(2)susceptible to disturbance. Four criteria are used to determine

susceptibility: (1) excessive reliance on nutrients stored in the biomass,
 
e.g. coral reefs; (2)dependence on a biological (key or foundation species)
 
or physical (e.g., tidal flushing) controlling factor; (3)capacity to

withstand a disturbing influence (resistance); and (4)capacity to recover
 
from a disturbance (resilience).
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How to Determine Sensitive Habitat?
 

A decision-making series of steps are recommended to be followed in
 
making the above determinations of whether or not to locate a project in a
 
particular area, remembering that AID would discourage projects insuch
 
sensitive areas:
 

Stage 1 - Prepare project description and describe habitat where project

will occur.
 

Stage 2 - Assess ecological sensitivity by detemining level of
 
productivity and life history significance; e.g. mangroves are highly

productive and serve as nursery areas for many species of finfish and
 
shellfish. 

Question 1: Ecologically important? 

NO - No biological concern. 

YES - Assess community response criteria using above four 
criteria, each examined independently to avoid confusion. 

Question 2: Ecologically sensitive? 

NO - no biological concern; do the project 

YES - Assess geographic importance 

Stage 3 - Assess geographic importance by determining relative areal
 
extent and degree of prior encroachment. This tactic de-emphasizes widespread

habitat types unlikely to be materially affected by the development.
 

Question 3: Geographically important?
 

NO - No biological concern; do the project
 

YES - There is some biological concern
 

Stage 4 - For habitats of biological concern, the degree of concern is
 
estimated by determining the time required to recover from a disturbance.
 

Stage 5 - Recommend remedial measures necessary to limit or preclude

development in the sensitive area.
 
Inorder to complete this decision-making exercise a good data base is
 
required and may not be available for the island or site on the island. If

such a data or information is not available, the following areas would be
 
considered as "off-limits" for project activities, i.e. sensitive habitats
 
where projects should not be sited:
 

- Primary or secondary humid tropical forest
 

- National parks and reserves
 

- Mangrove wetlands, unless multiple use management concepts are
 
attempted
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-Oral reefs 

- Salt marshes 

3. Use and/or Procurement of Pesticides 

Decisions about the use and procurement of specific pesticides are
 
not easy for a lay person to make but a system of review is provided for in 
Reg 16 and technical assistance is available regarding product decision and 
safe handling, storage and disposal of pesticides.
 

a. AID Assistance for Use/Procurement Not Provided: AID will not
 
provide assistance for procurement and use of DDT, aldrin, dieldrin (except

for restricted use), 2,4,5-T, chlordane, or heptachlor; use of chlorinated
 
hydrocarbons are generally discouraged; nor for pesticides which are not
 
registered by the USEPA for the requested use or which are under any other
 
restrictive regulation.
 

b. Exceptions: Could be made if it was shown that the benefits of
 
using the pesticide outweigh the potential adverse effects and that no
 
preferable alternative isavailable (difficult to prove to ST/AGR Pesticide
 
Management Specialist). Additional exceptions such as in the cases of human
 
and animal health, emergency situations, and in the instance of controlled
 
experimentation of limited scope, are provided in Reg 16. 
 It is very

difficult to have exceptions to the regulations approved at present.
 

c. AID Assistance for Use/Procurement Provided: Inorder to have
 
use of pesticides approved by AID the project must be subjected to an IEE,

which is used as a screen to determine if use may result in significant

environmental impact. Among the factors included in the examination are
 
registration status of the pesticide(s), basis for selection, extent of
 
involvement in an integrated pest management program, method of application,

toxicological hazards, effectiveness of the proposed pesticide(s),

compatibility with the ecosystem, conditions of use, alternative methods of
 
control, ability of the requestor (or country) to regulate the pesticide,
 
pr. isions available for training applicators of such chemicals, and
 
provisions for monitoring the pesticide both in the environment and in field
 
workers.
 

Depending on the registration status of the proposed pesticide, various
 
alternatives must be followed. Where the pesticide isregistered by USEPA for
 
same or similar use, without restriction, no further action is required if the
 
IEE indicates that a potentially unreasonable risk isnot likely to arise from

the pesticide use. When the proposed pesticide is registered for the same or
 
similar use, but is restricted by USEPA, the lEE will also include evaluation
 
of the user hazards and incorporate provisions for making the recipient

government or firm aware of such hazards. Inaddition, specific provisions

will be Made in the project for the training of persons applying

restricted-use pesticides. Under these conditions, a 
Negative Threshold

Decision is recommended. Iffunding is to be provided for the procurement or
 
use of any pesticide uther than one registered for general use, or one

registered for restricted use on the basis of user hazard, the factors
 
identified above will be incorporated into an EA. Other factors which must be.

considered in the EA are listed inReg 16.
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Consultant services are available to prepare IEEs and EAs for pesticides
through a centrally-funded ST/AGR project with the Consortium for 
International Crop Production. LAC usually prefers to have such a consultant 
prepare the environmental analysis. AID's policy guidelines also attempt to
implement the following objectives in its broad program of pesticide use in 
developing countries: 

a. To establish wherever possible, programs aimed at assisting

developing countries indesigning and operating economically and
 
environmentally sound integrated pest management systems and procedures in 
which pesticides will be used only when necessary. 

b. To help develop infrastructures in developing countries for pest and 
pesticides management.
 

c. To exert a greater degree of international leadership by

communicating U.S. policies and experience on pest control and pesticide

problems to other nations and international organizations.
 

d. To discourage requests for pesticides unless they are to be used in
 
economically and environmentally sound integrated pest management systems.
 

e. Th promote the use of available supplementar, methods of vector
 
control as well as development of new and improved supplementary or
 
alternative methods which do not depend on the use of persistent pesticides,

including such methods as source reduction, water management, larviciding, and
 
biological control.
 

F. Support Services Available to Mission, Contractor, Institution
 

Inorder to prepare accurate and complete environmental reports for 
submission to AID for approval, a number of support services are available in 
addition to the contractor's in-house expertise and any local individuals or 
institutions subcontracted to assist. 

1. Environmental Planning and Management Project: A cooperative
 
agreement between USAID and the International Institute for Environment and
 
Development, to respond to needs in the environmental sector. Requests should
 
be cab d to: 

James Hester 
LAC/DR/EST
Chief LAC Environmental Officer 

2. Forestry Support Program: An AID-funded program managed jointly by
OID and the U.S. Forestry Service to apply the experience of the 
professional forestry community to development problems. Tb request
 
assistance cable either:
 

James Hester, LAC/DR/EST
 

or
 

Chief, Forestry Staft
 
ST/FNR, Room 503 SA-18
 

_elV/ 
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3. Consortium for International Crop Protection Support services incrop
protection and pesticide analysis. To request assistance cable: 

Carroll Collier
 
ST/AGR 

For all three of these support services some cost sharing is required, or all
 
costs are borne by the project. A Scope of Work should be provided by the
 
Mission or core contractor in the cable request outlining duties and
 
responsibilities and the time frame inwhich the work must be done.
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AIO HANDBOOK 3. App 2D 

PPENDIX 2D 

&iviromnwtsl ProcSdUres 

revised based on experience with previous
These Procedures hvwie been 

law suit, brought against the Agency in 
agreed to in settlement of aones Federal Regulations and therefore, it is;

1975. The Procedures are of Agency program.followed in the developmentimperative that they bf 

In preparing these Regulations, some interpretations and definitions 
No 12114 of January 4, 1979, on the 

have been drawn from Executive Order 
Act (NEPA) toEnvironmental Policy

application of the national 
revised regulations on

Some elements of thesituat,.ons.extraterritorial Quality have also
Council on Environmental

issued by the Pres-ident'sNEPA the
the definition of significant impact,

been adopted. Fbcauples are: 
in a formal analysis, and the 

of issues to be examinedconcept of scoping 
elimination of certain AID activities 

from the requirement for
 

environmental review.
 

Inaddition, these procedures: 1)provide 
advance notice that
 

certain types of projects will automatically 
require detailed
 

environmental analysis thus eliminating 
one step in the former process
 

and permitting early planning for this 
activity; 2) permit the use of
 

specially prepared project design considerations 
or guidance to be
 

substituted for environmental analysis in
selected situations; 3)
 

pre-defined issues
of indigenous specialists to examine

advocate the use 
during the project design stage; 4) clarify the role of the Bureau's
 

5)permit in
in the review and approval process andOfficerEnvironmental 

certain circumstances, projects to go forward 
prior to coMpletion of
 

environmental analysis.
 

Note that only minimal clarification changes have been made in 

those sections dealing with the evaluation and selection of pesticides to 

or of a non-project assistance activity.
be supported by AID in projects 
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ATTACHMENT 2
 

SAMPLE FACE SHEETS FOR ENVIRONMENTAL REPORTS 

PART A: EXAMPLE OF NEGATIVE DETERMINATION 

INITIAL ENVIRONMENTAL EXAMINATION 

Project Location: Dominican Republic 

Project Title: Natural Resource Management 

Project NUmber: 517-0126 

Funding: FY 1981, $10 M Loan; $500,000 Grant 

Life of Project: Five years, FY 1981-1985 

IIE Prepared By: John H. Clary, Mission Environmental Officer 

Signature Date 

Environmental Action Recommended: NEGATIVE Determination (can indicate 
stipulations here, if appropriate;
 
rational for Negative Determination in
 
one short paragraph)
 

Concurrence: Philip R. Schwab, Director USAIJ)/DR
 

Signature Date
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PART B: EXAMPLE OF POSITIVE DETERMINATION
 

INITIAL ENVIRONMENTAL EXAMINATION 

Project location: Dominican Republic 

Project Title: Natural Resource Management 

Project Nnber: 517-0126 

Funding: FY 1981, $10 M Loan; $500,000 Grant 

Life of Project: Five years, FY 1981-1985 

IIE Prepared By: John H. Clary, Mission Environmental Officer 

Signature Date
 

Environmental Action Reconwended: 
 Positive Determination (include
 
rationale in one paragraph) e.g. the
 
proposed action will have a significant

effect on the environment for the
 
following reasons:
 

a) Aggravation of deforestation
 
b) Alteraction of sensitive habitat
 
c) Impact on endangered species, etc.
 

Concurrence: 
 Philip R. Schwab, Director USAID/DR
 

Signature Date 
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PART C: EXAMPLE OF FACE SHEET/STATEMENT FOR CATAGRICAL EXCLUSION
 

INITIAL ENVIRONMENTAL EXAMINATION 

Project Location: Dominican Republic 

Project Title: Natural Resource Management 

Project Number: 517-0126 

Funding: FY 1981, $10 M Loan; $500,000 Grant 

Life of Project: Five years, FY 1981-1985 

IE Prepared By: John H. Clary, Mission Environmental Officer 

Signature Date 

Environmental Action Recomended: Categorical Exclusion Sought (Section
 
216.2 (C)of 22CFR Part 216).
 

Include one pp'agraph rationale based
 
on type of prolects excluded from
 
IEE/EA prepa-tLI on.
 

Concurrence: Philip R. Schwab, Director USAID/DR
 

Signature Date 



ATTACHMENT 3
 

INITIAL ENVIRONMENTAL EXAMINATION 

Project location: Grenada, St. Vincent, St. Lucia, Dominica
 

Project Title: Regional Cocoa Rehabilitation 

Project Number: 538-0140.04
 

Funding: FY 1986, $3.0 M Grant 

Life of Project: Five years, FY 1986-1991
 

IE Prepared By: William Baucm 

ignature gate 

Environmental Action Recommended: Negative Determination 

A negative determination is recommended for the Regional Cocoa 
Rehabilitation and Development Project. Overall, the project should have
 
predominantly positive effects on the biological, human, and physical 
environments of the project. The reasons for this recommendation are 
summarized below. 

1. Cocoa development will foster more rational use of sloped lands in 
the region improving on the current use of slopes above 5% for production of
 
bananas and root crops by small holders. Soil and water conservation benefits 
are anticipated.
 

2. A major thrust of the project is the reduction of current pesticide
 
applications through training in integrated pest management and certification
 
level training inpesticide application, safety, and disposal.
 

3. The project will engage in no procurement of pesticides beyond those
 
needed for research and limited scope field evaluation qualifiying for 
exceptions to pesticide procedures as cited in Regulation 216.3(b)(2)(iii).

Pesticidee will be applied under the supervision of project personnel.
 
Suppliers'of pesticides will be required to obtain from manufacturers the
 
toxicological and environmental data necessary to safeguard the health of
 
research personnel and the quality of the local environmental applications
 
procedures, rates, frequencies and preharvest intervals will not result in
 
residues on the cocoa beans.
 

http:538-0140.04
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4. Cocoa's use as an understory crop in coconuts will increase
 
biological diversity.
 

5. Farmer training in good cocoa husbandry practices will improve soil
 
conserving canopy characteristics and help reduce non-point source
 
contamination of streams by fertilizers.
 

6. The project will sponsor the establishment of a regional cocoa plant
 
material phytosanitary protocol for cocoa seeds, seedlings and vegetative
 
material.
 

Concurrenc 

USAID, Regional Development 
Office/Caribbean 

Date: February))-, 1986 

Chief Environmental Officer, LAC Decision:
 

Recommendation Approved: Date:
 

Recommendation Disapproved: Date:
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POLICY ISSUES
 

A. Policy Issues in Perspective for HIAMP
 

HIAMP is 
a private sector project using grant funds to encourage

private investment in export agriculture. In addition, the Project seeks to

improve the environment for investment in agriculture by demonstrating the
 
effectiveness of private, rather than government or parastatal, ownership and
 
management of agricultural resources. Quick Response Activities (QRA's) will
 
lead the early demonstration of this principle. Individually, they are not of
the scale to be treated as points of leverage in USAID's policy dialogue.
However, they will focus attention on constraining policies and their
implementation on a case-by-case basis. 
 In each country the recurring need to 
ease or modify policy as succeeding ORA's are developed will directly

contribute to an institutional and operational awareness of the relationship

between the policy environment, investment, and growth in GDP.
 

On the other hand, major subprojects will provide some leverage
opportunities for AID. They involve significant single blocks of funds for
which RDO/C review and approval are required. These subprojects affect the
 
major sub-sectors in agriculture in each country and will need a supportive

policy and administrative setting to be most effective. Each major subproject
is aimed at improvements in the allocation of resources to the exports which
 
will contribute most to GDP: cocoa, tropical fruits, sea island cotton and
 
other crops and mariculture. This process will involve a round of

negotiations between RDO/C and governments to ensure that mutual objectives
 
can be achieved. The parameters of the policy dialogue have been

well-established. 
HIAMP will provide a forum for detailed discussions of the

impact of policies on improvements in agriculture's contributions to GDP. 

The design team did not attempt a comprehensive review of
 
agricultural policy in all countries. 
It did concentrate on particular

policies which appeared to carry the greatest weight with private investors,
 
owners and operators of farms and agroprocessing companies. The listing of
policy issues, therefore, does not always cover the full policy agenda of the
 
RDSS. Sector investment policy formulation, taxation, and land use issues
 
arise in all countries to varying degrees. The following issues flow from the
 
projection of the needs of the HIAMP project activities on each island, not
 
the more expansive list and prioritization within the full RDO/C portfolio.
 

Policy Issues in Antigua
 

1. 
Import Duties, Consumption Tax, and Stamp Tax on Agricultural 
Inputs, Machinery and Equipment 

While many case by case exemptions of these levies have been
 
granted, there seems to be little reason to maintain a system of taxes which

complicates the establishment or expansion of agricultural enterprises. 
Also,
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the RDSS noted that, "Tax collection is hampered by the complexity of the
 
system, the dispersion of tax collection and assessment functions invarious
government agencies, auditing and valuation weaknesses, legal hamstrings on

entities responsible for collection and mild penalties for nonpayment." A

complicated, arbitrarily enforced tax system is often viewed by investors as
 an element of political risk. The risk of agricultural investment in Antigua

is already great enough due to climatic factors.
 

2. land and Water Use Policy 

Antigua isa 
water short country. The domestic population,

tourist industry, small industrial sector, and agriculture all require water.

There is a clear need for asessment of the island's water resources to permit
the elaboration of guidelines for well digging, water extraction from surface

and groundwater sources, and rights to the on-farm or on-site retention of
 
water for potable, agricultural and industrial uses. A corollary effort is
needed in land use policy. Government holds substantial land areas that were
 
primarily in sugar cane and pasture. Soil conservation and water retention
structures on some lands have been removed as government and private projects

attempt diversification efforts. Two issues are at stake here. The first is

ownership and access to the land resource base. 
The second island use and

soil and water conservation. Policies are needed in both areas.
 

C. Policy Issues in St. Kitts
 

The agricultural sector in St. Kitts is ina state of transition.
Once privately held sugar lands have come under control of Government, which
is expected to take formal title to them in 1986. 
Current intentions are to
 
make 25-year leases of land to producers to enable government to control use
of the small amount of class I and IIagricultural land available. The
 
implications of this policy for security of tenure, flexibility in crop
selection, incentives to preserve soil fertiilty, maintenance of soil

conservation and drainage structures, ownership and tendency to make leasehold

improvements to the capital asset base, and agricultural financing do not
 
appear to have been sufficiently considered inpolicy formulation. State
ownership of productive land will not provide the collateral base needed to
 
attract short and medium term credit. Government mandated credit in support
of goverment selected crop may maintain employment, but at high costs and with
 
no inducements for efficient management.
 

State ownership may be needed to protect employment of sugar workers
 
in the near term and to provide time for new policies, such as land use
zoning, to be examined. 
In the near termn USAID should support studies to
 
examine alternative policy choices. 
In the medium term, divestiture of the
newly acquired state lands and diversification of crop production should be
policy change objectives. Specific policy discussions should include:
 

/k
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1. lease or Purchase of Agricultural Lands
 

Government indicates that land purchase by farmers isdifficult
because of very high costs compared with traditional lease arrangements. This
suggests that land leases have not reflected economic land rent values and

that land owners have been subsidizing leases. Government ownership of

undervalued land will result ina transfer of responsibility for these

subsidies to the general treasury. As Government will own the collateral base
for agriculture, itwill also have to finance any major capital improvements

and underwrite or act as the guarantor of operating capital and medium-term

equipment and facilities loans. Housing and farm structures will carry

discounted collateral valuations by banks and will bear higher risks than

similar structures built on privately owned lands. 
 Few incentives will exist

for individuals to improve leaseholding to increase productivity, e.g.,

irrigation and drainage system construction.
 

2. Land Use
 

Two other rationales for Government ownership of prime
agricultural land are to ensure that it remains in agriculture and that it

continues to produce the crops which government believes are needed to support

the economy. The first objective could be accomplished by zoning laws and

sanctions. 
The second objective reflects a near-term.need to maintain the
 
sugar industry while diversification plans are laid out and a belief that, in

the longer term, only government control can avoid the creation of another

sugar-like dilemma. 
Current government policy to begin agricultural

diversification by focusing on import substitution for what is really a 

small domestic market suggests that government could usefully reconsider

very
 

alternative strategies to find a more viable economic basis for their
 
agriculture. USAID will offer to assist in constructing an analytic framework
 
to examine the export-driven versus import-substitution models and their
 
implications for land use.
 

3. Agricutural Marketing Policy
 

The Government of St. Kitts and Nevis has indicated that its

diversification policy creates the need for new marketing arrangements and
 
structures. Ithas requested consideration of assistance to the Central

Marketing Corporation (CEMAOO). CEMACO has performed poorly to date, but the
greater policy issue iswhether agricultural marketing in St. Kitts, either

for export or national sales, should be directly undertaken or controlled by a
marketing board. 
Other marketing boards in the region show consistent drains
 
on the treasury, making operating gains only on consumer imports where

monopoly -rights are granted. 
There is little reason to believe that marketing

boards can be efficient competitors inan open market setting. USAID should
discourage overnment from attempting control of the market place through

monopsony and monopoly regulation.
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4. Agricultural Investment Policy 

Government policies on the type and levels of foreign investment
 n agriculture, taxation, incentives for agricultural investment, regulation
of agricultural enterprises, etc., are unclear or unformulated. Whilepublication of such policies for the fishing and farm sectors is about to occur, additional work to operationalize these policies, or to modify them,
will be needed. USAID's Public Policy and Management Project may provide

useful assistance inthis area.
 

D. Policy Issues in Dominica
 

The policy environment is characterized by the belief that
government must maintain an operational decisionmaking role in the national economy. 
This belief isembodied in state ownership of large estates; the
operation of statutory bodies inproduction, processing and marketing. 
At the
same time the current Dominican administration has committed itself to the

promotion of private sector-led development. The following policy issues are
 
of substantial in-erest to the agricultural sector:
 

I. Government Ownership and Control of the Dominica Marketin
 
Corporation (DMC) 

Government indicated that it owned and operated the DMC becausethere was no suitable private sector alternative. During HIAMP design visits
discussions were held about private sector alternatives for the marketing

function, if not ownership of the physical facilities. These discussion
should be pursued on a general basis in terms of ownership and on a specific

basis as arrangements for handling products expected from HIAMP
sub-activities. The transformation of the Dominica Marketing Board into the
DMC provides the opportunity to discuss minimization of direct government

involvement in comnercial trading and improvements in its service delivery to
 
the export industry as a whole.
 

2. Government Land Ownership
 

Dominica is a mountainous country. While the government

rightfully serves as steward and conservator of forest and watershed areas, it
also holds agricultural land which is underutilized. The Government of
Dominica is seeking financing to carry out a Land Redistribution program for
estates now operated by the government. While the government should be
encouraged in its efforts at land divestititure. 

3. Natural Resources Management
 

RDO/C is continuing a dialogue with the Government of Dominica
 
to undertake a natural resources planning and policy effort. 
 Key concerns to
HIAMP are the maintenance of sufficient watershed area to protect water

supplies ar'J quality and avoid excessive erosion from highly sloped land, and

the determination of carrying capacity and land use classification for

igricultural purposes. 
Policy issues revolve around whether and how the
3overnment will incorporate agricultural production concerns in its definition

)fland use policies and administrative actions.
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E. Policy Issues in St. Lucia 

While the overall investment climate of St. Lucia iswelcoming to

private sector investment, the GOSL sees a continuing need for substantial
 
public control of crop selection and marketing arrangements through mandated
 
zoning of production and establishment of a single marketing outlet for the

major crop lines. While the structures that would carry out production and
 
marketing could be private, the potential rigidity of the system would be

likely to discourage investment in St. Lucian agriculture. The following

specific issues should be included in the policy agency:
 

1. Government Control of Agricultural Marketing
 

Through grants of monopsony/monopoly rights to the St. Lucia
 
Marketing Board, disincentives have beeen created for the production of
 
ginger, tuneric, and other spices. 
At the same time, local processors

complain of lack of local supply and the need to purchase their raw and
 
semi-procesed materials from clearing houses in Europe. 
The GSL has
 
indicated that it is considering abolishing these controls and perhaps

substantially changing the role of the marketing board.
 

2. Government Selection of Crop Lines for Production
 

Using the argument that critical minimums of individual crops
 
must be produced to enable market entry, St. Lucian policymakers are currently

fornulating a dialogue with other regional governments on the formation of a
 
regional grouping to determine which crops and varieties should be selected
 
for production and marketing. The intent of the grouping would be to provide

the region with a way to diversify and depend less on bananas. This approach

threatens to establish a commodity system that would likely need to be
 
sheltered from market forces and likely fail to develop the capacity to shift
 
to meet external economic realities or to address the fundamental problems of
 
in-country land, capital, and labor productivity.
 

F. Policy Issues in St. Vincent
 

The current administration in St. Vincent favors private sector
 
involvement in its agricultural economy with the proviso's that its limited
 
area of arable land not come under the control of large estates, and that the
 
smallholder subsector of the country be able to participate in agricultural

growth which would occur under private sector auspices. At the same time
 
there are some structural problems in the way that government has supported

agricultural investments which need to be addressed.
 



--

ANNEX G 
Page 6 of 7
 

1. Parastatal Activities
 

The St. Vincent Agricultural Marketing Board is a state
subsidized competitor of both the commercial trading sector in processed

foodstuffs and the private exporters in the country. 
It also provides

services which have improved the quality and packaging of fruits and

vegetables in the huckster trade. Performance has been mixed, and the board
 
has never made substantial inroads in extra-regional markets for fruits,
vegetables and root crops that are also handled by the major private
agricultural trading house in the country. 
The government controlled

Arrowroot Industry Association has recently become a major draw on the 
government treasury. 
Reduction of public support to these insti.tutions so
that the former concentrates on services and the latter confronts the need to 
radically alter its marketing approaches and phaseoit of arrowroot production 
are needed elements in the restructuring effort.
 

2. Agricultural Investment Policy
 

Industrial investment polices have only recently been developed

by the GOSV. 
While the government is favorable to external agricultural

investment when it involves local joint partners, it has no operationalized

policy for dealing with potential new investors and their concerns about land

availability, taxes and duties, and other investment concerns. 
Decisions in

these areas are made on a case-by-case basis requiring cabinet level

involvement. 
While the need for cabinet approval will not change, investment
 
guidelines that enable the various parts of the public service to formulate
 
their response to investor proposals are needed.
 

G. Policy Issues in Grenada
 

Policy issues in Grenada grow at least partially from the

restructuring needed after years of highly centralized government control of

public and private resources and resource flows.
 

1. Divestiture
 

The Government of Grenada holds many estates that are managed
currently by the Grenada Farms Corporation. The productivity of these farms

under GFC administration has been low. 
The GOG has begun a model farm program

to distribute land in economic units to smallholders. At issue is the

continued management of these farms by a central unit or series of central
 
units supported by the public coffer.
 

2. Monopoply/Monopsony Control of Agricultural Marketing
 

The major agricultural commodities produced on the island
bananas, cocoa, nutmeg and mace, minor spices -- are all bought and marketed

by statutory bodies. These bodies were created in the 1950's and early 1960's
 
to remove marketing control from the hands of colonial companies and

middlemen. The statutory bodies have become dinosaurs in the world of
 
agricultural marketing, with their fixed costs and service costs incurring

high per unit production charges. While growers are in control of these
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bodies, they view the boards not as viable investments in whose growth they

can share, but as sources of price support that they can vote into existence
 
and expect government to underwrite by guarantee of overdraft facilities,

direct support from the central treasury, or indirect support in the form of

subsidized service supply by public agencies. The statutory body concept
needs to be revamped.
 

3. Export Taxation
 

The GOG currently taxes all major agricultural conmdities as

they leave the country, providing a major disincentive for increased
 
production. 
The tax structure of the country isconfusing and unenforced.
 
Agricultural growth will proceed slowly as long as the tax structure provides
disincentives to production. AID has provided major support to the government
for fiscal reform, and the expectations are that export taxation on 
agricultural production will be relaxed in 1986. 

('0
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MARKETING ANALYSIS 

A. Agricultural Export Trade Overview 

Revenues earned from agricultural exports dominate the export
picture inall countries except Antigua in the O.E.C. States (1able H.l). In
St. Vincent, Grenada, Dominica and St. Kitts, agricultural exports account for 
over 70 per cent of all export earnings, in St. Lucia more than 50 per cent,
whereas in Antigua agriculture exports represent a relatively minor 5.6 per
cent of total. In the countries where agricultural exports are of 
significance, one traditional export crop tends to dominate the export scene,

viz. sugar in St. Kitts (95 per cent of all agricultural exports), and bananas
 
inthe Windward Islands (82 per cent of total agricultural exports in St.
 
Lucia, 66 per cent in Dominica, 40 per cent inSt. Vincent, and 22 per cent in 
Grenada - See Table H.2). 

Within the O.E.C.S. region, it is only the Windward Islands that
 
have a past history of fresh produce shipments to extra- and intra-regional

markets; indeed, Antigua inparticular is a consistent recipient of fresh
 
produce exports from Dominica. A brief review of the 'non-banana' fresh
 
produce export experience of the Windward Island countries ispresented below.
 

1. Dominica
 

By regional standards, Dominica is a significant producer of
 
coconuts which are processed locally and largely exported (as soap products)

to Jamaica. The nation has a small niche in the U.K. giapefruit market
 
(servicing buyers between August and October) and exports the produce through
the Cooperative Citrus Growers' Association. Tonnage shipped isstill far
 
below pre-hurricane levels (Table H.3).
 

Table H.3
 
Exports of Domnican Citrus to the U.K.
 

Cartons 
Year Supplied Tonnes 

1975 
1980 

207,106 
55,310 

3,100 
830 

1982 
1984 

72,140 
48,214 

1,080 
720 

Source: Dominica Cooperative Citrus Growers' Association
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Table H.1 
Export Revenues and the Relative Inportance 

of Agricultural Exports in the Eastern Caribbean 

DominicaI/ Grenada1/  
 St. Lucial/ St. Vincent2/ St. Kitts/Nevis Antigua2/
 

Value of Total Exports
(EC$) 42.0 44.7 123.8 106.7 46.5 49.7 

Value of Total Agricultural 
Export (EC~m) 36.2 36.3 68.1 74.9 34.2 2.84/ 

Per cent of Total 86.2 81.2 55.0 70.2 
 73.5 5.6
 

l/ 1984
 

2/ 1983
 
3/ 1982
 

4/ Includes SITC categories 'Food and Live Animals' and 'Beverages and Tobacco'. 
Source: Various Government Statistics
 

Table H.2
 
Export Revenues from Agricultural Products and the


Relative Importance of Banana Exports in the Windward
 
Islands and Sugar in St. Kitts/Nevis
 

Dominica I / Grenada 1/  St. Lucia 2 / St. Vincent 2 / St. Kitts/Nevis 3/ 

Major crop export revenues
 
as a Per cent of total
 
Agricultural Export

Product 66.3 22.3 
 82.2 31.7 95.0
 

1/ 1984
 
2/ 1983
 
3/ 1982
 

Source: Various Government Statistics
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The regional market is of considerable and growing

importance to Dominica for fresh produce (See Table H.4) 
By 1984,

intra-regional trade accounted for 86 per cent of the country's non-banana
 
fresh produce exports. The most significant crops are grapefruit, oranges,
plantain and dasheen. Guadeloupe is the single most important regional
market, followed by Antigua and Trinidad. 

Table H.4
 
Dominica's Exports of Fresh Produce by Destination
 

Destination 
 1977 1982 
 1984
 

Total metric tonnes 33,990 31,573 37,462
 

Bananas 29,837 27,177 31,880
 

Other:
 

U.K. 910 
 1,635 762
 
Guadeloupe 1,369 1,584 2,687

Antigua 416 
 453 840
 
Trinidad & Tobago 1 0 409

Barbados 791 254 286 
Total within region 3,242 2,761 4,796
 

Source: Market Intelligence Unit, Ministry of Agriculture, Dominica
 

2. Grenada
 

Banana exports comprise the least important proportion of

total agricultural exports in Grenada of all the Windward Islands (22 per

cent) and, as a result, Grenada has a relatively diversified agricultural

economy. The island has a longstanding traditional export trade incocoa,
nutmeg and minor spices. (See Table H.5). In recent years, intra-regional

exports of, inparticular, fresh fruits to Trinidad have increased sharply.

Extra-regional exports of 'non-banana' fresh produce have been insignificant

in recent years.
 

tf
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Table H.5 
Exports of Major Products from Grenada by Main Destination
 

1983 1984 
Product Volume Value Volume Value 

(tonnes) EC$000 (tomes) EC$000 

Tbtal domestic export (1) 49,765 44,730
 

Bananas 8,858 8,748 8,748 8,113
 
UK (%of total) 8,807 (99.4%) 8,695 8,713 (99.6%) 8,088
 

Cocoa 2,243 10,967 2,060 11,988
 
UK (%of total) 611 (27.2%) 1,056 (51.3%)
 
Other N. Europe 938 (41.8%) 630 (30.6)
 
North America 186 (8.3%) 186 (9.0%)
 

2,420 8,782 1,870 5,951 
UK (% of total) 161 (6.7%) 207 (11.1%) 
Other N. Europe 1,260 (52.1%) 1,374 (73.5%) 
North America 175 (7.2%) 202 (10.8%) 

Other Fruit and Vegetable 6,882 11,183 8,389 13,902
 
Trindad 6,882 (100%) Not available
 

Notes: (1)Excluding re-exports at about 2 per cent of total.
 
Source: Ministry of Trade, Grenada
 

3. St. Lucia 

Banana exports have and continue to dominate export volume
 
and value in St. Lucia (over 80 per cent of total agricultural export
 
volume/value). The island has a small export cocoa trade (estimated shipment
 
of only 60 tonnes in 1985), and coconuts, once a processed product for export,
 
are now processed for domestic consumption. St. Lucia is very slowly
 
developing an export trade in exotic fruits and vegetables to the U.K.
 
(largely servicing ethnic segments of this market); export tonnage in these
 
tropical crops has been of the order 500 to 700 tonnes per annum invery
 
recent years a (mainly consisting of mangoes, plantain, breadfruit, and
 
Caribbean root crops). St. Lucia exports about 600 tonnes of ornamental live
 
plants a year from a handful of growers.
 



ANNEX H 
Page 5 of 16 

St. Lucia's main intra regional market for fresh produce isBarbados, comprising huckster shipments of mangoes, plantain, root crops,
avocadoes, and bananas. Recent export statistics for selected 'non-banana'
produce is presented in Table H.6. Undoubtedly, volumes are understated asstatistics on huckster shipments of produce are notoriously difficult to
 
quantify.
 

Table H.6
 
Exports of Selected Fresh Produce From St. Lucia 1984
 

Commodity Thnnes 

Mangoes 433 
Oranges 13 
Grapefruit 47 
Plantain 
Root Crops 

501 
31 

Pumpkin 4 
Other Fruit 605 

Source: Ministry of Agriculture, lands, Fisheries, and Cooperatives,
 
St. Lucia, 1985
 

4. St. Vincent
 

Next to bananas, arrowroot is the second most important

agricultural export in St. Vincent; however, the Arrowroot Association has

major marketing problems and the relative importance of the crop has declined
 
sharply over the past decade.
 

Exports of selected agricultural commodities are shown in 
Table H.7. 

Table H.7 

Exports of Selected Agricultural Commodities, St. Vincent, 1983
 

Commodity Tonnes
 

Arrowroot 591
 
Coconuts ('000 nuts) 1,029
 
Sweet Potatoes 944
 
Plantains 1,430
 
Eddoes and Dasheen 8,348
 
Tannias 2,691
 
Yams 1,236
 
Ginger 168 
Mangoes 244 

Source: Statistical Unit, Government of St. Vincent and the
 
Grenadines, 1984
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St. Vincent has a healthy export trade in root crops,

largely being shipped to Trinidad, but also significant quantities to ethnic
 
markets in the U.K. Intra-regionally, Trinidad and Barbados are the major
 
export markets, while the U.K. has traditionally been the major recipient of
 
Vincentian ethnic produce, in recent years Cananda and, to a lesser extent,
 
the U.S. have been developed as small export markets.
 

B. Market Structure and Marketing Characteristics for
 

Fresh Produce in the Eastern Caribbean
 

1. Domestic Market Characteristics
 

a) Very small size, reflecting, inter alia: Small size of
 
the domestic population; small tourist sector (with seasonal bias to the
 
December - January period); history of home gardening to provide "greens" for 
home consumption. Fruit trees in most gardens; relatively low per capita

consumption of vegetables - diet focussed more on starchy products (rice, 
potatoes, other roots); relatively easy access to imported supplies of
 
extra-regional vegetables via Geest/Tropical (U.K. and U.S. respectively) to
 
fill market gaps; high product and retail prices for fresh produce in
 
off-season that discourage consumption; and low per capita income of majority
 
of consuming public.
 

b) Simple market structure: There is little evidence of
 
any significant development of a wholesale trade in fresh produce in the
 
Windward Islands. Farmers grow fruits and vegetables and, often, immediately
 
prior to harvesting will contact potential buyers to solicit sales orders
 
(buyers include hotels, restaurants, institutional agencies, supermarkets)

and/or harvest produce and deliver it directly to the central retail market
 
for sale to market vendors. Supermarkets are only very slowly moving into
 
merchandising of highly perishable produce (tending to focus on less
 
perishable items such as root crops, bananas/plantains, onions, etc.). The
 
"fresh" market for produce is still perceived as the traditional central
 
market by many consumer buyers.
 

In both the Windwards and the Leewards, the
 
Government-owned Marketing Boards act as both a wholesale outlet and retail
 
outlet for fre.h produce. 'Iypically, the Boards are perceived by farmers as
 
buyers of last resort, i.e. if the farmer cannot sell at a higher price to the
 
huckster, then, he/she will sell to the Marketing Board.
 

Specialist hucksters servicing the hotel and restaurant
 
trade have developed in
more recent years as hotel sector demand has increased
 
(reflectfng, in part, increased tourist demand for fresh produce rather than
 
canned/frozen products). Hotel produce buyers are reluctant to enter into
 
firm contracts for produce.
 

k\u
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The Leeward Islands (inparticular, Antigua) are a
regular export market for Windward Island produce (specially, tree crops,
bananas, plantains, roots). Export hucksters from Dominica and, to a lesser
 
extent, St. Lucia, sell produce directly to vendors in the central/traditional

market in St. John's (Antigua), or may service selected supermarkets in the
 town. 
As in the Windward Islands, Leeward island farmers, generally,

merchandise their produce directly to the final retailers and, generally, will

have no formal contract (specifying quantity or price) with the buyer.
 

2. Intra-Regional Trade in Fresh Produce 
- Characteristics
 
of the Trade and Constraints to Develonment
 

Intra-regional trade in fresh produce has been
traditionally, and still is,the domain of the hucksters/traffickers in the
Eastern Caribbean. Hucksters/traffickers are small-scale traders (usually

female) based in the Windward Islands (Grenada, St. Vincent, St. Lucia,

Dominica), that purchase produce from 	farmers and transport the produce to
intra-regional markets by schooner (or, occasionally, by aeroplane) for sale
 
at the wharf at point of import or at traditional wholesale and retail

markets. Major characteristics of this commercial group are:
 

o 
 The low overhead nature of individual businesses, e.g.
 
a huckster may use only family labor, have no
 
investment in packaging and storage facilities apart

from space set aside at her home, may use hired
 
transport to move produce to point of export;
 

o The volume of produce shipped weekly is,typically,

relatively small (perhaps, consisting of between 15 to
 
30 individual boxes/packages);
 

o 	 The huckster will accompany her produce to complete the
 
sale at point of market entry, will purchase dry goods

with 	the proceeds of the sale to ship back to her home
 
country for subsequent sale inlocal markets;
 

o Expected losses resulting from poor post-harvest
 
practices, inadequate

packaging/storage/loading/shipping facilities, etc.,
can range between 20 and 50 per cent of shipment volume;
 

o 	 The relatively poor condition of the produce on arrival 
at export point ensures that the market segment itcan
be sold into is the street vendor/market stall outl. . 
rather than via higher unit value outlets such as 
supermarkets or the tourist sector.
 

Notwithstanding the small-scale nature of individual

huckster businesses, inaggregate this commercial group generates substantial

economic activity in the Region and isa 
major outlet for farmers' produce.
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Accurate statistics on the annual volume of fresh produce shipped by hucksters
 
from each of the Windward Islands to Eastern Caribbean markets are not
 
available, although estimates range between 5,000 and 10,000 tons per
 
exporting country per year.
 

One feature of the huckster trade is that, over time, a
 
"super huckster" group has not emerged to dominate intra-regional trade and
 
take advantage of economies-o scale to penetrate the higher value market
 
outlets for farm produce. Several factors have contributed to this lack of
 
development, inter alia:
 

o 	 In the Eastern Caribbean, domestic markets for fresh 
produce are small in absolute terms and are relatively 
unsophisticated - only within the past decade has the
 
supermarket sector offered the more perishable farm
 
produce items (fruits, vegetables) for retail sale.
 
Further, harvest periods in potential supply countries
 
(Windward Islands) coincide with harvest periods in
 
potential importing countries (Trinidad, Barbados,
 
etc.), and technological improvements in production and
 
marketing practices (e.g. irrigation and/or cool
 
storage to extend the period of supply availability)
 
have not developed;
 

o The domestic and export marketing infrastructure within
 
the Region is poorly developed, not the least being
 
inadequacies in the inter-island transportation
 
system. Reliable scheduled shipping services are not
 
in-place and the quality of the existing schooner
 
services leaves much to be desired (e.g. lack of
 
adequate cool and/or dry cargo space for fresh produce);
 

o 	 Lack of secure access to regional markets. For
 
example, the Government of Trinidad and Tobago require
 
that imports of fresh produce must be accompanied by an
 
appropriate import permit. In practice, hucksters can
 
land 	their relatively small volume shipments without
 
the required permit, however, higer volume/higher value
 
shipments are refused entry without appropriate
 
permits. In general, the "major" intra-regional
 
markets for fresh produce - Trinidad, Barbados,
 
Guadeloupe, Antigua - will allow regional importation
 
of produce if it is of a traditional huckster nature
 
(small-scale, fragmentary, disorganized), but import
 
permits for larger-scale shipments are both difficult
 
to obtain and unpredictable in the timing of permit
 
approval. As a result, the intra-regional exporter is
 
at a marked disadvantage to the shipper from outside
 
the Region. A fresh produce broker based in Miami
 

I) 
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views the Eastern Caribbean as a tiny residual market;

supplies to this market area can be accessed readily

when and if an import permit isapproved. The regional

suppliers do not have this degree of latitude.
 

o 	 Historically, public sector institutions have played a
 
major role in the intra-regional marketing of fresh
 
produce and, indubitably, their participation in trade
 
has served to constrain private sector development.

Under an agreement between member countries of CARICOM 
(the Agricultural Marketing Protocol - AMP), trade in a 
wide 	range of traditional Caribbean fresh produce

staples (root crops, onions, pulses, etc.) has been
 
largely restricted to sales from national boards in
importing countries at pre-arranged prices that bear
 
little or no relationship to market conditions. The

sales volumes shipped under the Protocol have been
 
relatively small (largely root crops from St. Vincent
 
to Trinidad), but the effect has been to exclude 
private traders from this area of business. More 
recently, it has been recognized by Governments in the 
Region that the AMP has not served the interests of
either producers or consumers in the Region. Agreement
has been reached, in principle, to liberalize regional
trade in fresh produce; however, as yet, there has been
 
a lack of political will to convert the principle into
 
practice.
 

o 	 The many and various impediments to intra-regional
trade in fresh produce have ensured that there is a
 
dearth of experience and skills in fresh produce

trading beyond the huckster level. As a result, there
 
is a substantial numan resource barrier to establish a
 
modern fresh produce trading sector within the Eastern
 
Caribbean.
 

3. Extra-Regional Trade in Fresh Produce 

As a result of the constraints identified inthe previous
section, the huckster trader has not developed from small-scale beginnings

servicing the regional market into larger-scale marketers of fresh produce in
extra-regional markets. 
Indeed, within the Eastern Caribbean region, there
 
are relatively very few participants in extra-regional fresh produce trade.
 

In Grenada, the major participant in extra-regional fresh

produce trading has been the Marketing and National Importing Board (a public

sector institution). Export volume has declined sharply in recent years

(reftecting uncertainties associated with changing political circumstances,

and declining with problems of management and finance availability), and the
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Board has operated its fresh produce trading activities at a substantial
 
loss. 	Marketing Boards in Dominica, St. Iucia and St. Vincent are also
 
active, to a greater or lesser extent, in extra-regional fresh produce trading
 
and, in general, also operate at a loss.
 

Within the private sector, the handful of traders that
 
operate at a 'larger than huckster scale' are based in the Windward Islands
 
and focus on exporting relatively small volumes of ethnic and exotic produce

(Lisbon yams, sweet potatoes, tannias/eddoes, breadfruit, mangoes, etc.) to 
wholesale markets in the U.K. using both sea and air transportation. Quality

of produce shipped has, in general, been relatively poor and prices received
 
by shippers have been low relative to quoted prices in European wholesale
 
markets. In very recent years, one or two enterprises have experienced some
 
success in penetrating the U.K. market for cut flowers and ornamentals. Fresh
 
produce Lraders in the Region have not had sustained success in penetrating

U.S. markets for exotic/ethnic and off-season fruits and vegetables. The
 
reasons for failure include small volumes, lack of a business track record in
 
the U.S., quality of the product and the packaging, and phytosanitary 
standards. Also, the Caribbean Basin Initiative has only recently granted the
 
Region access to this market for a wide range of agricultural commodities.
 

The one outstanding example of sustained penetration of an
 
extra-regional market - that is, the export of Windward Island bananas to the 
U.K. market - has been based on building a commercial relationship between
 
producer organizations and a U.K.-based marketing firm (Geest). Of course,
this example is hardly representative as the U.K. is a protected market for
 
Eastern Caribbean bananas. However, the principle of building a commercial
 
relationship between buyer and seller is still sound, and provides one
 
workable model for Eastern Caribbean producers and traders to follow. 

C. Potential Extra-Regional Market Lrportunities for Eastern
 
Caribbean Produce 

There are a wide range of fresh produce items that are currently
 
grown or could be grown in the Eastern Caribbean that have high consumer
 
acceptibility in the relatively high income countries of North America and
 
Erope. Eight major market sectors can be readily identified:
 

o 	 Traditioial Eastern Caribbean export commodities such as 
bananas, cocoa, spices; 

o 
 Fresh produce items that have been traditionally grown in
 
the region that have a small but still significant and loyal

market 	amongst Caribbean emigrants who now live in the U.K.
 
and North America (London, Birmingham, New York city,

Toronto, Montreal). Examples include Lisbon yams, sweet
 
potatoes, eddoes, tannias, dasheeen, breadfruit, sugar
 
apples etc.;
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o 	 Produce that is not currently grown widely in the region butcould satisfy demand in other ethnic markets in Europe andNorth America (in particular, Asian and Chinese produce).
Examples include "Indian vegetables", Chinese cabbage etc.;
 

o There is an increasing demand for exotic produce soldthrough the North American and European supermarket systems
to indigenous consumers, as consumers travel more widely andexpand the range of fresh produce items they are willing totaste and buy. For example, mangoes, avocadoes, pink
grapefruit; 

o 	 Off-season (or "winter") vegetables that are grown in Europe
and North America, but only in the warmer seasons. For

example, bell peppers, egg plant, okra, chillies etc.;
 

o 	 Tropical cut flowers and ornamentals. For example,
anthuriums, ginger lilies; and 

o Processed products that are grown and processed locally in

the region. For example, pepper sauce, dried sorrel, sea
 
island cotton, West Indian cherries.
 

Each of the above eight categories have very sp'-ific niches in the
market places of Europe and North America; whether the niches are established
by uniqueness of product or by specificity of availability during the year.
For Eastern Caribbean growers and traders to penetrate successfully and
satisfy the sophisticated requirements of these developed country markets,
there is a 
need to focus on specific niches, to maximize comparative and
competitive advantages, and not to :..pete head-on with major low-cost
producers that already are well-established in the target markets for
 
Caribbean produce.
 

Tb undertake a comprehensive analysis of potential markets for
Eastern Caribbean produce isbeyond the scope of this Project Paper.
Feasibility studies initiated under the HIAMP Project will focus on specific
market opportunities for specific entrepreneurs. However, for a few selected
items that have particular potential from an Eastern Caribbean point-of-view,

a preliminary indication of market potential ispresented in the following

sections.
 

1. 	 Mangoes
 

The main opportunities for Eastern Caribbean mangoes lie in
the markets of Europe, and Canada. 
Little 	is known about the absorbtive
capacity of the latter as import information for mango isnot separately

recorded. Demand for mangoes isgood and growing in the U.S.A. 
The removal
of Ethylene Dibromide (EDB) as a fumigant by the EPA, makes it extremelydifficult for small producer countries to ship mangoes to the U.S.A. Should
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Methyl Dibromide become an acceptable treatment, its cost would tend to make

O.E.C.S. mangoes more costly. Initially, the U.K. and Canada provide the 
easiest market entry.
 

In Europe the recent expansion in demand promises well forfurther expansion and a likely similar situation exists in Canada. 
Mangoes

have been given promotional support by COLEACP (eg. in-store promotions inGermany and elsewhere). Growth prospects are principally with the indigenous

populations, not the minor ethnic groups; the supermarkets' growing interest
 
isa major plus factor. With preference for grafted varieties becoming

established, the future lies with these, not local seedling varieties.
 

Imports into Europe have taken off in the last few years and
currently aggregate at about 13,000 tonnes per annum. 
Import growth in the

last 2 years has averaged 2,000 tonnes per annum. France and the U.K. are themajor importers with about 4,500 tonnes each or about 70% of European

imports. 
 There are many sources for mangoes because seasons inmost countries
 are short. The U.K.'s main suppliers in 1983 were Mexico, Pakistan, India,

Brazil, Venezuela, Kenya and the East Caribbean; France's were Burkina Fasso,

Mali, Ivory Coast, Mexico, Brazil and S. Africa.
 

Mangoes are becoming a popular fruit and the trade is
optimistic for significant growth. A growth in further demand through a
continuation of the 2,000 tonnes per annum experienced in recent years can be

envisaged. This would result in incremental demand of at least a further

25,000 tonnes by 1995. Additionally there must be significant prospects in
 
Canada.
 

Demand is largely aseasonal and the above growth would
indicate market requirements for an extra 2,000 tonnes per month by 1995.
Windward islands can supply for the months of April - September and would, 

The 

therefore, have access to a further 12,000 tonne market. 
The major

competitors in this period would be Mali, Mexico, Brazil and Peru with the
 
latter two showing the greatest production growth.
 

2. Avacado
 

The markets with apparent potential are Europe, the U.S. and
Canada although there is significant competition in each and difficult
 
technical problems in meeting market requirements. The EC market currently

absorbs some 70,000 tonnes of avocado per annum with France taking over 70% of
 
imports and the U.K. 15%. Growth in European imports in the last 5 years
 
suggests further expansion.
 

The East Caribbean season coincides with the high priced

market period. 
However, the varieties planted are likely to be discounted on
 
the market; Martinique avocados 
(Lula variety) are believed to be discounted
 
by up to 20% in France which is the main market. The price data for Nov/Dec

1984 shows a discount of 45% for Martinique compared to Israel, avocados but

the former were at the end of their season while the Israeli were in main flow.
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3. Grapefruit
 

The opportunities for Windward Island grapefruit exports
 
seem to lie in:
 

a. Winter Markets
 

Supplying markets inthe short window left between the
Southern and Northern hemisphere organized suppliers. This window isbeing
aggressively eroded by South Africa lengthening her season by storage, the
Mediterranean producers advancing their season by agronomic means, and

aggressive exploitation of the window by Cuba who places high priority on
foreign exchange earnings. The window is a maximum of 6 weeks and under the
agressive competitive and static demind, the Windward Islands are unlikely to
increase their share of the white grapefruit market more than marginally.
 

b. Red Grapefruit 

Supplying the growing market for red grapefruit
particularly in the U.K. and France. 
The Canadian market is believed to be
supplied with red grapefruit from the U.S. (who stimulated the demand in
Erope). Principally, the opportunity lies to supply red grapefruit in the 6
week window discussed above but to some extent outside this window period, at
least until other producers who are likely to be more price competitive have
increased their supplies. Frosts and freezes in Florida and ILexas will
maintain increased demand for red grapefruit for another five to six years.
 

The U.K. and French markets are the most interesting
for the Windward Islands. 
Currently they jointly provide a grapefruit market

of 215,000 tonnes of which some 10% in the U.K. and 40% in France isfrom
reds. 
 The share of reds in both markets is expanding and could jointly reach
40 - 45% by 1995. This would indicate an increase in demand for reds of at

least 15 - 20,000 tonnes.
 

This offers an opportunity to the Windward Islands
whose current and planned production would provide for no more than 2,800

tonnes by 1995 much, if not all of which, could be absorbed in the Regional

market. Assuming exploitation of the 6 weeks window, a further expansion in

supply of 3,000 tonnes could be justified. 
There could be further potential

in other markets. 
Since much of the marsh seedless is underutilized the first
 
course of action would be to investigate the possibility of top working some

of these into reds. 
 This would offer the most rapid means of expanding

production.
 

4. Other Fruit Tree Crops 

There is a strong and growing interest in European and North
American Markets for new "exotic" fruits eg. Lychees, mangosteens etc. The
 
current import base is small, e.g., about 500 tonnes of lychees are imported
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into Europe. Nevertheless, the rapid growth and strong interest by the trade
 
offers prospects for new suppliers. Apart from specialist products like
 
breadfruit for ethnic markets, the prospects are good for "attractive"
 
products with easy preparation, small size and a unit cost low enough to
 
provide "portions". In this context, lychees are described as a fruit of the
 
future. Inparticular, prospects for a new supplier are good if supplies can
 
be sent either in late autumn, September - November, before supplies from
 
Madagascar and Reunion arrive, or in late spring, i.e. after South Africa.
 
Thus importers are particularly interested inextending, inboth directions,

the existing period of imports over the autumn to spring period. However,

little guidance can be obtained from the trade as to prospects in the summer

when there is an abundance of seasonal soft fruits. Mangosteens, too, are an
 
attractive and tasty fruit. Present imports of these fruits are so low
 
(albeit estimated) that little can be deduced from them, and there is
 
certainly no trend line as a basis for predictions. No doubt there will be
 
increases in imports for these fruits as exclusive outlets endeavoir to
 
stimulate consumers' interests in the unusual. Dramatic increases in demand
 
are unlikely at present price levels and in the absence of producer (exporter)

led promotion, such as with avocado and kiwi in the past. Sooner or later

this will occur for a selected range of exotics. Nevertheless, countries
 
which have supplies, and which have favorable air freight rates, might expect

to place quantities on the market in competition with existing suppliers at
 
the same period of the year. Exporters with production at other times of the
 
year might expect to find a market.
 

In the context of the Windward Islands there are a number of
 
"exotics" already produced for which trial shipment should occur, e.g., West
 
Indian cherry, sapodilla, sour-sop etc. There are others such as the lychee,
 
mangosteens and durian etc which have prospects but efforts must be made to
 
establish how well tney grow and yield and to provide a basis for further
 
selection of planting material if they look promising.
 

5. Tropical Cut Flowers and Ornamentals
 

In 1981, imports of cut flowers into Europe and North
 
America exceeded $1 billion. Major importers were F.R. Germany ($580
 
million), USA ($135 million), France/U.K./Canada (total of $134 million).

Exports of cut flowers have grown at around 7 per cent per annum in recent
 
years.
 

A 1983 study of the market for five tropical flowers (all
 
grown in tne Eastern Caribbean) in the U.S.A. identified a $7 to $10 million
 
market for Anthurium, Bird of Paradise, Ginger Lilly, Heliconia, and Tbrch
 
Lily. 
 Although tropical flowers are a minor element in the U.S. floriculture
 
market (retail sales for all flowers are + $5 billion), they have high unit
 
value and probably account for a total retail sales value of between $65 and
 
$95 million. Demand for tropical flowers is perceived to have increased
 
rapidly in the last three years, although accurate market research is
 
difficult to undertake as statistics for tropicals appear in a composite
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"other, unspecified" category. Tropical flowers in the U.S. are purchased
most frequently for 'business gifts', and as holiday gifts (Christmas,Valentine's Day), current supplies to this market are domestic (Hawaii,California), although Jamaica and the Netherlands have made some market 
in-roads.
 

InCanada, Heliconia and Ginger Lillies are better known
than in the U.S., although Anthuriums and Birds of Paradise are the most
frequently purchased blooms. Eastern Canada is the major market for tropical
flowers in Canada - a i .rket area serviced by direct flight from the EasternCaribbean. 
Toronto and Montreal flower consumers, as a percentage of
wholesale sales, have the highest consumption of tropical blooms in the U.S.

and Canadian north-eastern region.
 

6. Cocoa 

Eastern Caribbean production of cocoa beans represents aminiscule proportion of the 1.8 million tonnes of the commodity that was
produced in 1984/85 and are projected to be produced in 1985/86. 
Yet in this
commodity market - dominated by the major producers of Brazil, Ivory Coast,
Ghana, Nigeria, Cameroons, Ecuador and Malaysia (85 per cent of world

production) - Eastern Caribbean cocoa growers produce a differentiated product
i.e. "fine flavored" cocoa. 
This product often sells at a premium to ordinary

cocoa. Chocolate manufacturers, particularly those that focus on the high

quality end of the confectionary market, prefer to include a proportion of
"fine flavored" cocoa in that manufacturing process to increase end quality.

As a result, when demand for chocolate products increase
 
(normally associated with buoyant economic periods), there is a corresponding

increase in demand for "fine flavored" cocoa; whereas a decline in consumption

is not necessarily associated with a corresponding decline in demand for "fine
flavored" cocoa, as manufacturers frequently respond to market pressures in
the quality segment of the market by endeavoring to enhance product quality

and, thereby, maintain sales volume and increase market share. 
 In summary,

there is ready demand for Eastern Caribbean cocoa at prices that are at a
 
premium to world cocoa prices.
 

7. Ethnic Produce 

Covent Garden and Spitalfields Wholesale markets in the
U.K., Tbronto Wholesale Food Terminal in Canada, and Hunts Point and the Bronx

Terminal Market in the U.S. are major commercial centres for the merchandizing
of wholesale ethnic produce to North America and the U.K. 
Size of market for

ethnic produce is small relative to "main-line" fruits and vegetables, but
still significant and represents important niche markets for Eastern Caribbean

produce. For example: the U.K. market size for Lisbon yams (only supplied by

Eastern Caribbean sources) is estimated at around 2,000 tonnes annually and is

presently under-supplied; there is a ready and steady market for West

Indian-grown sweet potatoes; bright orange pumpkin, a color characteristic of
Caribbean varieties, is an important item in the West Indian immigrant diet in.
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the U.K.; U.K.-based West Indians express a demand preference and will pay a
premium for the "Scotch Bonnet"-type hot pepper that is grown in the Eastern
Caribbean; a healthy seasonal market exists (which is exploited by Vincentian
producers) for coconuts 	 suummerin the 	shell for both the U.K. market and for 
Indian 	religious festivals; breadfruit market size could be expanded

significantly, according to U.K. trade sources, ifproduct quality and price

can be 	improved (the latter is certainly attainable if shipping losses are
 
reduced); tannias, eddoes and dasheen are popular "Sunday lunch" items with
 
the West Indian immigrant population (estimated population of 1.5 million);

the one million plus Indian immigrant population are consistent purchasers of
 
significant volumes of so-called "Asian vegetables", e.g. Karilla, mooli,

tindo, 	kadu, patras, brinjal, that can be grown well in the Eastern Caribbean
 
soils and climate. As identified earlier, the growing interest of indigenous

North American and European consumers inexotic produce dramatically increases
 
the potential market that could exist, if appropriately developed, for these
 
items identified above.
 

D. 	HIAMP - Addressing Constraints to Fresh Produce
 
Market Development
 

HIAMP is designed to restructure agriculture in the Eastern
 
Caribbean through market-oriented, private sector-led initiatives in export

agriculture; an important project maxim is that successful and sustained
 
penetration of export markets is contingent upon Eastern Caribbean
 
entrepreneurs satisfying the sophisticated requirements of niche markets in
 
North America and BSrope. The focus of HIAMP is squarely upon identifying

buyers 	for agricultural exports which are or can be produced in the Eastern
 
Caribbean, then, growing and selling the commodities (preferably as
 
differentiated products) in international markets.
 

In sharp contrast to most agricultural development projects in the
 
region, HIAMP is systems oriented i.e. it has the capability to address
 
constraints to developmenL throughout the system, from market identification,
 
contact of buyers, back through transport of the products, post-harvest
 
requirements and agronomic activties, to selection of variety and contact and
 
organization of interested producers.
 

HIAMP is a proactive project - market opportunities can be 
identified, would-be buyers and sellers can be linked, encouraged, supported 
from introductory stage to consummation of commercial activities. 
Concomitantly, the project can address the immediate needs of existing 
entrepreneurs; the Quick Response Fund is designed to address the financial 
and human resource needs that are constraining immediate market developments. 
Through a combination of the injection of the triad of inputs that are
 
fundamental to encouraging and sustaining commercial success in the region 
-
finance, technical assistance, and U.S. company joint-venture participation 
the project can attack key constraints such as lack of market knowledge,
inadequacies in regional production, post-harvest and management experience
and expertise, lack of access to fixed and working capital, and inadequacies
in regional production and marketing infra-structure. 
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QUICK RESPONSE ACTIVITIES
 

The following preliminary suggestions for Quick Response Activities (URA)

under HIAMP were prepared from field investigation of what already exists in
the Eastern Caribbean. With few exceptions, all subprojects are underway,

with growers, shippers, investors beginning activities. The Design 2Lam
 
catalogued the reqiirements to significantly expand their operations.
 

There isa different set of opportunities not presented in this document
 
those which are driven by the market needs of importing countries, which


have not yet been initiated in the Eastern Caribbean. These, like the special

seed oysters for the French market, are the result of special knowledge of

international markets, combined with an understanding of the potential of the
 
islands in the Eastern Caribbean. This deliberate search for new

opportunities and linkage to productive capacity on the six islands is one of
 
the driving forces behind HIAMP. The important subprojects which will be

generated by this as yet unknown set of activities cannot be listed. It would
 
be reasonable, however, to assume in the five years of HIAMP, that the

generation of new opportunities exceeds the income potential of the expansion

of existing activties. Thus what we know today is likely to be less than a
 
minor percentage of wnat will De discovered and put into place in the future.
 

The fundamental issue is whether there is a reasonable place to begin -
small activities with attractive potentials to start HIAMP. We believe those
 
opportunities are within the Eastern Caribbean, although not equally

distributed. Water and prior conmitments on land will limit what can be done
 
in the leeward Islands. Those islands with available flat land will have
 
winter vegetable potential, while all the Windwards offer strong possibilities

for floriculture and tree crop production. 

The following possibilities, investigated by the field team, are offered 
as examples of the small Wuick Response Activities that HIAMP could support,

with feasibility studies completed by the Core Contractor, and proposals
 
presented to CFSC and RDO/C for review and approval. The division of the
 
enterprises discussed below into private and grower associations was done
 
based upon the existing organizational structure, and the division between
 
equity and grant funds was estimated prior to the development of criteria
 
which relate the two. Thus, the list is illustrative only of the
 
opportunities which exist within the Eastern Caribbean, and not the proposed

division of equity/grant funding needed, or the relationship between private

firms and grower associations which will be supported. HIA14P will make
 
incentives for many of the small grower associations or cooperatives to become
 
part of a for-profit enterprise. This will change the ratios between venture
 
capital and grants shown in the summary below. RDO/C expects that the
 
equity/grant ratio will be 7/5, with the Core Contractor and CFSC working to
 
move the ratio in favor of equity participation.
 

Attached is a list of subproject possibilities identified by the design

team. Each subproject is supported by a two page analysis. These are on file
 
in LAC/DR and RDO/C.
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SUMMARY OF QRA POTENTIAL BY UOUNIRY 

US DOLLARS 

ACTIVITY RECIPIENT VENTURE GRANT 
CAPITAL FUNDING 

ANTIGUA 

Winter Vegetables Private 200,000 70,000 

Pigeon Peas Grower Assoc. - 130,000 

Sea Island Cotton Private 150,000 50,000 

Pineapple Private 120,000 60,000 

Fish Export Marketing Private 50,000 25,000 

SUB-IOTAL 520,0J0 335,000 

ST KITTS 

Sea Island Cotton Nevis CP Assoc. - 125,000 

Rabbits Private 125,000 50,000 

Dairy Private 195,000 55,000 

Shrimp Hatchery Private 300,000 _ -

SUB-.DTAL 620,000 230,000 

DOMINICA 

Floriculture Grower Assoc. - 300,000 

Fruit Processing Private 149,000 15,000 

Passion Fruit Grower Assoc. - 150,000 

Dom. Food Industries Private 105,000 50,000 

Cardamom Private 1701000 30,000 

SUB-TOTAL 424,000 545,000 
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ACTIVITY RECIPIENT VENTURE GRANT 
CAPITAL FUNDING 

ST. VINCENT 

Eggplant Export Grower Assoc. - 85,000 

Montreal Gardens Private 170,000 80,000 

Fruit Juice Material Private 75,000 25,000 

Tropical Fruit Export Private 75,000 25,000 

Vegetable Production Private 410,000 90,000 

Vegetable Pack/Storage Government/lease - 350,000 

SUB-TOTAL 730,000 555,000 

ST.LUCIA 

Anthurium Lilies Private 100,000 35,000 

Contract Vegetables Private 100,000 50,000 

SUB-TOTAL 200,000 85,000 

GRENADA 

Anthurium Lilies Private 190,000 35,000 

Cocoa Pod Feed Private - 75r000 

SUB-TOTAL 190,000 110,000 

EC WIDE 

Carton Design and 
Manufacture (R&D) CAT) - 200,000 

Oyster Seed Hatchery Private 250,000 50,000 

Mithrax Ctabs (R&D) Private - 490f000 

SUB-TOTAL 250,000 740,000 

GRAND 'IOTAL 21934r000 2,700,000 

'IOTAL QRA FUND 1(YEENTIAL $5,634,000
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I. SUMMARY AND RECOMMENDATIONS 

A. Recommendation 

This Major Subproject Paper recommends approval of the Regional
Cocoa Rehabilitation and Development Subproject (RCRD) as part of the High
Impact Agricultural Marketing and Production Project (HIAMP). This subproject
is requested for a $3million DA Grant subsumed within HIAMP. The proposed

obligation for FY86 is $711,000. The Project Assistance Completion Date is
 
scheduled to be April 30, 1991.
 

B. Summary Project Description
 

The goal of the Regional Cocoa Rehabilitation and Development 
Subproject is to move the cocoa industry in the Grenada and the Eastern 
Caribbean to a new plane of productivity managed by the private sector and 
towards sustained growth in a iiiaketplace. The purpose of the subproject is 
to increase annual export revenues from $2.2 million in 1984/85 to $5.8 
million by 1990/91. Project outputs will consist primarily of increased
 
production from key cocoa growers in the four Windward Islands, improved

quality and consistency inquality infermented beans, better marketing

strategies for forward contracting, and demonstration of the feasibility on
 
flavor and price grounds of hybrid cocoa technology. The project will provide

regional coverage with a geographic concentration and overall program
 
management in Grenada. Close coordination will be maintained with the
 
CIDA-funded Cocoa Rehabilitation Project.
 

The project will provide technical assistance, coffnodities, applied

training, and individual country activities incocoa technology demonstration
 
and outreach. The subproject will obtain management, extension, training

assistance through an Operational Program Grant (OPG) from a US Private
 
Voluntary Organization (PVO) with a track record in assistance to the cocoa
 
industry in the Caribbean and Latin America. As part of the OPG, the PVO will
 
be required to obtain the services of Hershey Foods Corporation to provide

discrete technical advisory services on a programmed basis and be responsible
 
for managing resource flows to the implementing grower organizations ineach
 
country under subgrant agreements.
 

Consistent with the overall direction of HIAMP, the project will
 
concentrate its efforts on delivering technology to those growers with the
 
best near-term ability to generate more production. In each country the
 
project will have two basic thrusts. The first is to quickly rehabilitate and
 
improve the management of cocoa stands which are not performing to full
 
potential. The second isto plant or replant acreage using more productive

varieties and growing practices designed to draw higher yields earlier in the
 
production cycle. The project will draw upon the technical expertise of
 
Hershey Foods Corporation and scientific expertise from regional cocoa centers
 
to introduce higher intensity cocoa production practices, achieve greater
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impact from training and visit outreach programs, and to improve fermentation
 
practice and marketing strategies. The US PVO will provide the support
network for the delivery of technology and provide advisory services to 
industry associations on each island. 

C. 	 Financial aid Economic Rates of Return 

The 	financial IRR for the production models of the subproject is 
0.32 with a Benefit/CWst Ratio of 1.19 at a discount rate of 15 percent (See
Appendix F.). The economic IRR for all project costs including design and 
other AID expenditures is 0.16 with a Benefit/Cost Ratio of 1.08 at a social 
discount rate of 10 percent (see Appendix G). The subproject offers 
substantial financial and economic feasibility. 

D. 	RCRD Components
 

The 	project has three major components: 

o 	 An OPG to provide management and outreach support to cocoa 
technology specialists and the individual country activities; 

o 	 A Grenada-specific set of activities in technology transfer, 
promotion, and research and demonstration; and 

o 	Country activities in demonstration and outreach incocoa
 
production in St. Vincent, St. Lucia and Dominica.
 

The 	three comporients will be managed from Grenada, by far the largest cocoa
 
producing country in the region. 

The PVO will provide two long-term advisors, one responsible for 
overall progra: i management and coordination, and one charged with the 
execution ot che grower outreach and demonstration components of the 
subproject. The PVO will rely on an agreement with HFC to provide the cocoa
 
production, postharvest handling and fermentation, and marketing skills. It
 
will draw on the wider comunity of cocoa workers for skills in cocoa
 
selection, experimentation, pathology and entomology, and other specialized
 
fields. Itwill oversee the four country components of the project and the
 
activities that involve region-wide interaction by the industry.
 

Grenada is the largest part of the project. It includes components
 
of commercial outreach to key growers, support to cocoa production on model
 
farms, promotion of joint ventures inmodern cocoa production, a
 
research/demonstration effort at Ashenden Estate, and some support to
 
improving the applied skills of field agents. A subgrant agreement will be
 
signed with the Grenada Cocoa Association (GCA) or the proposed Grenada Cocoa
 
Corporation (GCC) to undertake these components. Over a five-year period

major activity benchmark will 6e improvement of husbandry practices or
 
replanting using hybrid seedling technology on 3340 acres. Subsidiary

objectives and more detail on these components are provided inthe Project
 
Description and Summary Analyses sections.
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InSt. Vincent, the subproject will establish a subgrant agreement 
with the Organization for Rural Development (CRD) a local NOD. ORD isalready 
involved in cocoa rehabilitation and development work. The subproject will 
concentrate initially on rehabilitation of existing cocoa stands on holdings 
of 5 acres or more. At the same time, ORD will receive assistance to develop 
demonstrations of modern cocoa production techniques, to introduce hybrid 
seedlings, and to examine ways of producing a consistently well-fermented and 
dried product at reasonable cost. Approximately 300 acres will be 
rehabilitated and --nother 300 acres planted over the LOP. 

St. iucia isundergoing a resurgence of interest in cocoa. World's 
Finest Chocolate (WFC) has offered a five year contract to buy all of St.
 
Lucia's cocoa at a price of $1.25/lb, a $0.25/lb premium over the world
 
price. Inaddition, the owner of WFC has bought and undertaken the
 
rehabilitation of an estate using hybrid seedling technology. This individual 
has agreed to permit the estate to be used as a demonstration site by the 
subproject. Support in the form of technical assistance, outreach programs to
 
demonstrate the hybrid based technology, and some training, storage and
 
fermentation assistance will be provided through the St. Lucia Agriculturists 
Association (SLAA). The SLAA was originally established by cocoa growers to 
support growth in the industry. The major benchmarks over the LOP are 
rehabilitation of 300 acres and replanting of an additional 300 acres, 
yielding 1000 lbs/ac and 1200 lbs/ac respectively. 

Dominica has a few reasonably large stands (70 acres) of cocoa on
 
private estates. Working initially through the Ministry of Agriculture, the
 
subproject will establish links with individual farm owners to establish
 
rehabilitation and replanting demonstrations. Benchmark objectives in the
 
first five years of the project are rehabilitation of 150 acres yielding 1000
 
lbs/ac and replanting of an additional 150 acres yielding 1200 lbs/ac.
 

E. Policy and Strategy Linkages
 

The Regional Cocoa Rehabilitation and Development Subproject is the
 
first of HIAMP's major subprojects that will address the issue of a private
 
sector restructuring of agriculture. In Grenada, the project will contribute
 
to RDO/C strategy objectives of privatization of state lands, privatization of
 
production and production services, and increased efficiency ot use of
 
productive resources. HIAMP will deliver technology developed by the U.S.
 
private sector to the existing growers in Grenada and to the producers
 
acquiring land on what were government farms. Itwill contribute to crop
 
diversification in the three other Windward Islands. Cocoa will also
 
contribute to more rationale exploitation of the available soil and water
 
resources'.on hillside land. The project directly addresses the RDO/C strategy
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to increase export sales and agricultural GDP in the region. The producers
targeted by this project will move from an export sales base of $2.2 million 
in 1984/85 to $5.8 million in 1990/91 and $6.4 million by 1995/96. 

F. AID Concerns
 

During project design an Initial Environmenal Examination was
 
undertaken with the assistance of the Regional avironmental Management

Specialist. Discussions with LAC/DR/EO and S&T Agriculture stressed the 
importance of careful analysis of pesticide and land use related issues. The
IEE (Annex F to the HIAMP PP) and the overall HIAMP Environmental Assessment 
address these issues. It is anticipated that both improved land use and 
reduction in pesticide use and exposure will be accomplished by this project. 

G. Summary Project Costs 

Tbtal LWP funding is estimated to be $3 million. The fiscal year 
allocation of these funds is as follows: 

\V
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Table 1 
SUMMARY PRJECT COSS 

USD '000 

Cateqory FY86 FY87 FY88 FY89 FY90 FY91 LOP 

LTTA 72pm 180 240 240 240 60 0 720 

STfTA 85pm 204 204 204 204 204 0 1020 

Ashenden 
Res/Demo 30 30 30 30 30 0 150 

Outreach 25 25 25 25 25 0 125 

Applied 
Training 35 35 35 35 35 0 175 

Vehicles, 
Colmmodities, 
Equipment 52 52 32 52 32 0 220 

Contract 
Demonstra
tions 125 125 0 0 0 0 250 

Evaluations 0 0 20 0 20 0 40 

Contingency 60 60 60 60 60 0 300 

OTAL 711 771 646 466 406 0 3000 
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II. PROJECT RATIONALE AND DESCRIPTION 

A. Rationale 

1. Background
 

Three of the four Windward Islands have historically been export
producers of cocoa - Grenada, St.Lucia and Dominica. St. Vincent produces 
cocoa almost entirely for domestic consumption. All four islands produce
"flavor cocoa" which often sells at a premium over ordinary cocoa. A ready
market exists for cocoa produced in the Windwards. Favorable advance purchase 
contracts have been offerred by US and European chocolate manufacturers. 

Key constraints to increased production include high plant 
propagation and protection costs, relatively low intensity management of
 
existing stands, variable postharvest handling, fermentation and drying
 
practices, and a far from aggressive marketing stance. All of these problems

exist on each island. Grenada, while productive in terms of average yields
 
compared with other producers in the world, must improve its land, labor and
 
input productivity if cocoa isto sustain its position as a major net
 
contributor to the nation's and individual farmer's finances. The three other
 
Windward Islands are unlikely become major cocoa producers, but cocoa can be
 
an important element in their efforts to capture near-term export value by
rehabilitating old stands, as well as in their medium-term efforts .o
 
diversify their agricultural base.
 

The Regional Cocoa Rehabilitation and Developoment Subproject is
 
the first of HIAMP's major subprojects that will address the issue of a
 
private sector restructuring of agriculture. InGrenada, the project will
 
contribute to RDO/C strategy objectives of privatization of state lands,
 
privatization of production and production services, and increased efficiency
 
in the use of productive resources. HIAMP will deliver technology developed

by the U.S. private sector to the key existing growers inGrenada and to the
 
producers acquiring land on what were government farms. Itwill contribute to
 
crop diversification in the three other Windward Islands. Cocoa will also
 
contribute to more rationale exploitation of the available soil and water
 
resources on hillside land. The project directly addresses the RDO/C strategy

to increase export sales and agricultural GDP in the region. The high impact
of this sub-project will be most evident when the producers targeted by this
 
project move from an export sales base of $2.2 million 4n 1984/85 to $5.8
 
million in 1990/91 and $6.4 million by 1995/96.
 

.2. Project Strategy
 

The project will concentrate its efforts on delivering
 
technology to those growers with the best near term ability to generate more
 
production. Ineach country the project will have two basic thrusts. The
 
first is to quickly rehabilitate and improve the management of cocoa stands
 
which are not performing to full potential. The second is to plant or Liplant
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acreage using more productive varieties and growing practices designed to draw 
higher yields earlier in the production cycle than has been done to date in 
the aEstern Caribbean. The project will call upon the technical and 
comercial expertise of Hershey Foods Corporation (HFC) and scientific 
expertise from regional cocoa centers to introduce higher intensity cocoa
production practices, achieve greater impact from training and visit outreach 
programs, and to improve fermentation practice and marketing strategies. A 
rVO will provide the support network for the delivery of technology and 
provide advisory services in extension and demonstration to industry
associations each island. 

Each island has a grower association or cooperative that 
provides production and/or marketing services to its members. While the 
project will work with these associations, it is not the intent of the project 
to engage in institution building. Project resources are devoted to the 
demonstration of the feasibility and practicality of the cocoa production
technologies. They are also directed towards rapidly increasing ouput of the 
growers best able to undertake the risk of new investments and obtain 
financing, and with the management ability needed to adapt new technology to 
their farms.
 

The strategic targeting of key growers is especially important
 
in Grenada where 12% of the cocoa farmers produce 75%of the crop. These
 
farmers are not predominantly large land owners, but farmers who hold five 
acres or more of land and farm full time. Near-term increases in the 
productivity of this segment of cocoa producers will fundamentally improve the 
attractiveness of cocoa production for all cocoa farmers. Itwill improve

throughput on fixed cost facilities and overhead involved inaccumulation,
 
fermentation, storage, and marketing by the current Grenada Cocoa Association
 
and the proposed Grenada Cocoa Corporation. Farmgate prices should increase,
 
providing incentives for medium and smaller growers to reinvest in the crop.

Project support to cocoa rehabilitation and new plantings inthe model farm
 
program will assist sustained divestiture of state farm lands in a productive
 
way. Activities at the Ashenden Estate will have a far-reaching effect on
 
cocoa production in Grenada and the region. The project will demonstrate that 
use of hybrid seedlings (the least cost planting solution) will not reduce the 
value of the crop as a "flavor cocoa". The final strategy element in Grenada 
is the promotion of private sector joint ventures in cocoa in which the best 
available production technology will be employed. The joint ventures will 
serve as commercial demonstrations of the potential of the new technology
under good management. 

B. Subproject objectives 

The goal of the Regional Cocoa Rehabilitation and Development
 
Subproject is to move the cocoa industry in the Grenada and the Eastern

Caribbean to a new plane of productivity managed by the private sector and 
towards sustained growth in a marketplace subject to marked price cycles. The 
purpose of the subproject is to increase annual export revenues from $2.2 
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million in 1984/85 to $5.8 million by 1990/91. Project outputs will consist 
primarily of increased production from key cocoa growers in the four Windward 
Islands, improved quality and consistency in quality in fermented beans,
better marketing strategies for 'orward contracting, and demonstration of the 
feasibility, on flavor and price grounds, of hybrid cocoa technology. The 
project will provide regional coverage with a geographic concentration and 
overall program management in Grenada. Close coordination will be maintained 
with the CIDA-funded Cocoa Rehabilitation Project. 

C. rroject Components
 

The subproject is constructed around sustained delivery of 
technological expertise from the international cocoa industry to the region.
It will use focused and applied training and visit methods to gain adoption of 
the technology by the most important segments of cocoa producers. The needed 
commercial expertise is not found on campuses, research stations, or 
consulting firms. It is found within Hershey Foods Corporation and Hershey's
Hummingbird Farms in Belize. Availability of the people who carry the skills 
is very limited, thus, long-term assignment of the individuals with commercial 
skills in cocoa production is limited. Yet, there is a real need for ongoing 
management to provide continuity and support to subproject activities. The 
subproject will obtain management, extension, and training through a US 
Private Voluntary Organization (PVO) with a track record in assistance to the 
cocoa industry in the Caribbean and Latin America. As part of an Operational 
Program Grant, the PVO will be required to obtain the services of Hershey
Foods Corporation to provide discrete technical aivisory services on a
 
programmed basis and be responsible for managing resource flows to the 
implementing organizations in each country under subgrant agreements. 

The PVO will provide two long-term advisors, one responsible for 
overall program management and coordination of the project, and one charged
with the execution of the grower outreach components of the subproject. The 
PVO will rely on the subcontract with HFC to provide the cocoa production,
postharvest handling and fermentation, and marketing skills. Itwill draw on 
the wider community of cocoa workers, such as those from the University of the 
West Indies Cocoa Research Unit (UWI/CRU), the American Cocoa Research 
Institute (AQII), CATIE in TUrrialba, Costa Rica, the Institute in San Pedro 
Sula, Honduras, the USDA Subtropical Research Station inMiami, the Mayaguez
Institute of Tropical Agriculture in Puerto Rico, and CEPLAC in Itabuna, 
Brazil for skills in cocoa selection, experimentation, pathology and 
entomology, and other specialized fields. Itwill oversee the four country 
components of the project and the activities that involve region-wide 
interaction by the industry. 

Grenada is the largest part of the project. It includes components
of commercial outreach to key growers, support to cocoa production on model 
farms, promotion of joint ventures in modern cocoa production, a 
research/demonstration effort at Ashenden Estate, acontract demonstration 
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program and some support to inproving the applied skills of field outreach 
agents. A subgrant agreement will be signed with the Grenada Cocoa 
Association (GCA) or the proposed Grenada Cocoa Corporation (GCC) to undertake 
these components. Over a five-year period major activity benchmarks will be: 

o 	 improvement of cocoa yields to 1000 lbs/ac on 1000 acres of land 
held by key growers; 

o 	 replanting of cocoa using a hybrid:clonal mix to yield 1200 
lbs/ac on 1000 acres of land held by key growers;
 

o 	 improvement of yields and introduction of the hybrid:clonal mix 
on nearly 840 acres of land under the model farms divestititure 
program;
 

o 	 promotion of at least two joint ventures between Grenadians and 
foreign investors to develop 100% hybrid plantings of cocoa on a
 
total of 500 acres of land;and,
 

o 	 demonstration at the Ashenden Estate that an 80:20 hybrid:clonal 
mix will not affect the premiums received for Grenadian cocoa. 

In St. Vincent, the subproject will establish a subgrant agreement 
with the Organization for Rural Development ((RD) a local PVO. ORD is already
 
involved in cocoa rehabilitation and development work. The subproject will
 
concentrate initially on rehabilitation of existing cocoa stands on holdings
 
of five acres or more. At the same time, (RD will receive assistance to
 
develop demonstrations of modern cocoa production techniques, to introduce
 
hybrid seedlings, and to examine ways of producing a consistently
 
well-fermented and dried product at reasonable cost. Approximately 300 6res 
will be rehabilitated and another 300 acres planted over the LOP. Working 
with a few of the larger estate owners, the subproject will introduce the 
intercropping of coconut stands with cocoa, a practice that has demonstr-ated 
its commercial value in Asia, as well as having been researched, but n~ier 
applied on a significant scale, in the Eastern Caribbean. 

St. Lucia isundergoing a resurgence of interest in cocoa. World's 
Finest Chocolate (WFC) has offered a five year contract to Uuy all of St. 
Lucia's cocoa at a price of $1.25/lb, a $0.25/lb premium over the world spot 
market price. Inaddition, the owner of WFC has bought and undertaken the 
rehabilitation of an estate using hybrid seedling technology. This individual 
has agreed to permit the estate to be used as a demonstration site by the 
subproject. Support in the form of technical assistance, outreach programs to 
demonstrate the hybrid based technology, and some training, storage and 
fermentation assistance, will be provided through the St. Lucia Agriculturists 
Association (SLAA). The SLAA was originally established by cocoa growers to 
support growth in the industry. The major benchmarks over the LOP are 
rehabilitation of 300 acres and replanting of an additional 300 acres, 
yielding 1000 lbs/ac and 1200 lbs/ac respectively. 
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Dominica has a few reasonably large stands (70 acres) of cocoa on 
private estates. Working initially through the Ministry of Agriculture, the 
subproject will establish links with farm owners to establish rehabilitation 
and replanting demonstrations. Benchmark objectives in the first five years 
of the project are rehabilitation of 150 acres yielding 1000 lbs/ac and
 
replanting of an additional 150 acres yielding 1200 lbs/ac.
 

During the fourth year of the subproject an evaluation will be
 
undertaken to determine whether additional resources should be devoted to 
cocoa development on the St. Vincent, St. Lucia, and Dominica. Ifthe 
findings are positive, additional funding may be needed for intensification of 
effort in one or more country. It is anticipated that Grenada will need no 
further project-type assistance to develop its cocoa industry after 1990/91. 
Success in the subproject, combined with structural adjustments suported by
AID and reorganization of the industry boards supported by CIDA should provide 
the financial foundation for sustained growth drawing on commercial sources of
 
support.
 

D. Expanded Component Descriptions 

1. Operational Program Grant 

Inthe United States the only organizations with institutional
 
experience inproviding techical assistance and advisory services to
 
commercial cocoa growers are HFC and a handful of PVO's. HFC is a diversified
 
foods corporation which has no interest inproviding technical assistance
 
services as a business, but with a substantial interest in developing supplies

of cocoa from the Caribbean and South America. The company has worked with
 
grower associations, industry boards, and buyers and shippers to provide a
 
market pull which increased incentives for producLion of high quality cocoa. 
Over the past several years HFC has used the management and extension umbrella 
provided by PVO's to develop sources of supply which it feels will produce a
 
consistent quantity and quality of fermented cocoa. The RCRD subproject will
 
assist in the extension of a modified model of this type to the Eastern
 
Caribbean.
 

From the group of PVD's that have worked with cocoa in the
 
Caribbean Basin area, one will be selected to provide management support,

outreach, and coordination services for the four-country effort. A two person
 
technical assistance team will be based in Grenada. The team leader will be an 
experienced marager who will arrive at agreements with participating grower
associations on Grenada, St. Vincent, and St. Lucia, and the Ministry of 
Agriculture in Dominica to carry out project activities. The team leader will 
also be responsible for programing short-term technical assistance visits
 
from personnel of HFC and regional cocoa centers, working with intermediate
 
financial institutions to develop credit programs for cocoa, coordinating

field activities inGrenada with the CIDA-funded technical assistance team and
 
for all reporting to USAID on project matters. 
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The outreach advisor will work to establish the country 
activities in cocoa technology transfer. Comercial outreach, applied 
training, contract demonstrations, and the research/demonstration program at 
Ashenden will be this individual's responsibility. The individual's duties are 
not to personally execute these programs but to implement them by bringing 
local resources in the form of grower associations, private services, and 
ministerial staff together with external specialists and some supporting 
resources.
 

The general approach is to serve as a catalyst for technology 
transfer and improved postharvest handling and marketing of cocoa, not to 
build a support service for the industry that will increase its recurrent 
costs. It is a leveraged approach to improving production. 

2. Grenada Cocoa Component 

The current Minister of Agriculture has characterized the cocoa 
industry as holding great potential, but also facing perhaps the greatest 
crisis in its existence. A combination of factors have come together to make 
the need for new directions apparent and the ability to make bold decisions 
difficult. World cocoa prices have retreated from their record levels in the 

late 1970's. When cocoa prices were high, the statutory body for cocoa grew in 
size and fixed operating costs, while providing attractive bonuses to all 
registered cocoa growers. At the same time, there was little reinvestment in 
either cocoa production or the modernization of cocoa production technology. 

Little reinvestment occured because all lands were in jeopardy of being taken 
over by the central government. This envirorinent did not foster efficie,: 
management of the Grenada Cocoa Association or the Grenada Cocoa Industry 
Board. The price declines over the first half of the 1980's have revealed the 
management problems of the industry. 

The management problems of the industry are of two general
 
types. The first relates to the overall costs and services provided per unit
 
cost of the Grenada Cocoa Association (GCA), the Ministry of Agriculture 
(MOA), and the Cocoa Rehabilitation Project (CRP,. The GCA is a statutory body 
established in the early 1960's to eliminate a series of middlemen in the 
cocoa trade. It was granted a complete monopsony and monopoly for the export 
trade in cocoa. The MOA provides resedrch, extension and plant protection 
services. The Cocoa Rehabilitation Project provides support to the Ministry of 
Agriculture through another statutory body, the Cocoa Project Management Board 
(CPM3). After an intensive industry wide study done with Canadian assistance,
 
a restructuring of the industry has been proposed that would amalgamate the
 
GCA and the CPMB to form a new statutory body, the Grenada Cocoa Corporation,
 
responsible for industry production services and the purchase, fermentation
 
and marketing of cocoa that has been the primary funcion of the GCA to date.
 
This rationalization of the support structure for the cocoa industry in time
 
should result in improved services tothe body of growers at large. However,
 
the structural and organizational shaking out process will take time. Also,
 

the new institution must continue to provide services to a large body of
 
farmers, many of whom contribute only small amounts of the cocoa output of the
 
country, whether on an individual Ldsis or in aggregate.
 

,i '\ 
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The 	 Canadian International Development Agency will underwrite 
technical assistance to the overall process of melding the two cocoa boards to 
form the Grenada Cocoa Corporation, a single statutory body with the mandate 
to support the industry from planting through marketing. The Regional Cocoa 
Rehabilitation and Development Subproject will concentrate on: 

o 	 the key cocoa farmers in the country; 

o 	 farmers inthe model farms divestiture program; 

o 	 promotion of intensively managed joint ventures in new cocoa 
production technology; and 

o 	 a research and demonstration effort at Ashenden Estate. 

a. 	 Key Farmer Program 

The 	 key cocoa farmers in Grenada are those growers in the 5 
acre farm size category and above who are full-time farmers (See Table 2.).
They make up 12 % of the cocoa farming population (Figure 1.) have the 
highest yielding stands on the island (Figure 2.), and contribute over 75%
 
percent of the country's total cocoa output (Figure 3). The potential
 
productivity and return from their trees isalso higher than most in the
 
country because their trees are younger (Figure 4). The key farmer program has
 
two 	primary objectives:
 

o 	 improvement of cocoa yields up to 1000 lbs/ac on 1000 
acres of land held by key growers; 

o 	replanting of cocoa using a hybrid:clonal mix to yield 
1200 lbs/ac on 1000 acres of land held by key growers. 

The PVO outreach advisor will work with HFC and GCA/GCC

staff to identify the key farmers and develop a program of applied training,

demonstration, and production assistance to carry out improvement and
 
replanting with those farmer who agree to participate. Initial emphasis will
 
be on closely supervised demonstration of improved husbandry techniques on
 
farmers fields and an initially more limited program of replanting using

hybrid technology. The demonstrations will be reinforced using training and
 
visit methods to tansfer skills in husbandry techniques, pest management, and
 
replanting. By the end of the project about one quarter of the 530 key

farmers in Grenada will be using the technologies introduced by the project. 

b. 	Model Farms
 

Table 3 gives an inventory of model farms scheduled for
 
distribution and development in 1986 and 1987. The Grenada Model Farms program

currenly includes about 840 acres of land which iseither inbearing cocoa or
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could be replanted. Working with the staff of the Model Farms program, the PVO
 
long-term advisors and HFC consultants will initiate an intensive
 
rehabilitation campaign on the existing cocoa acreage. Subproject staff will
 
provide applied training to model farm technical staff and to farmers working
 
on land with bearing cocoa. Hybrid cocoa technology will be introduced on
 
land with non-bearing cocoa and land that is earmarked for replanting.
 
Modification of the hybrid technology will be necessary as at least part of
 
the cocoa replant acreage will be intercropped with bananas as temporary
 
shade. However, this acreage should be minimized as overall return to farmers
 
is improved with pure cropping of cocoa and pure cropping of bananas on
 
different plots of land. About 460 acres of cocoa will receive improved
 
husbandry practices as a result of the project and about 380 will be replanted
 
in pure stand.
 

c. Joint Ventures
 

One of the missing ingredients in the cooca industry of
 
Grenada today is the demonstration that the farming of cocoa can be an
 
agribusiness attractive as an investment and a career. Since HIAMP seeks to
 
demonstrate the value of private sector management of agriculture, the cocoa
 
subproject will seek to find investors willing to form joint ventures to use
 
high intensity hybrid cocoa production technology. It is expected that two
 
such ventures could be formed during the life of project, each covering 250
 
acres.
 

The joint venture farms would use one hundred percent hybrid
 
seedlings to establish new cocoa stands. The two joint ventures will probably 
grow out from two demonstration sites of 5 acres apiece that will be
 
established in the first year of the project and closely monitored by the
 
resident PFV staff and HFC and Hershey Hummingbird Farms consultants. The
 
demonstration sites will be selected for their potential for growth and their
 
attractiveness to potential joint venture investors. High intensity management
 
practice will be employed, i.e., 9'x9' spacing, optimum fertilizer
 
applications, careful pruning, shade manipulation, pest scouting and "hot
 
spot" insect and disease control. The subproject will rely upon the DOC of
 
HIAMP to assist in identifying potential investors in the cocoa joint
 
ventures. During project design contact was made with four estate owners
 
interested in such jiont venture arrangements. 

d. Ashenden Estate 

Ashenden Estate is located in the southwestern quadrant of 
Grenada close to the 100 inch rainfall isohyet. Average rainfall is about 
90.1 inches or 228 cm annually. Rainfall distribution is good with only dry
 
years resulting inseasonal stress to cocoa plants. Inhigher rainfall years
 
some problen1 with control of fungal disease occur, but this drawback ismore
 
than balanced by the reliable water supply.
 

Ashenden is one of four cocoa stations established to carry 
out applied cocoa research under a U.K.- funded cocoa scheme begun shottly 

1~' 
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after World War II. The cocoa Scheme ended in 1961 and its functions were
 
taken over by the Ministry of Agriculture. Research undertaken at the station
 
included work on evaluation of clonal and hybrid material, soil fertility and
 
fertility management, pest and disease screening studies, and yield and bean 
quality studies. Much of the data produced was sent to the Universtiy of the 
West Indies (UWI) for analysis. However, it has been recently discovered that 
the analysis of a large body of trials was not done. The newly reactivated 
Cocoa Research Unit (CRU) of the UWI will undertake analysis of some of these 
older trials with CIDA support. The Cocoa Project Management Board is Grenada 
has also started analyzing these trials. Initial evaluation suggests that 
there are higher productivity clones in colections which have never been 
extended to farmers.
 

However, the trials which were done will not answer a major
 
technical and economic question facing the cocoa industry. This question is
 
whether or not the use of a large percentage of hybrid cocoa or a one hundred 
percent stand of hybrid cocoa will alter the flavor character of their
 
production. The trials under the Cocoa Scheme were designed to introduce and
 
adapt clonal technology which was developed in the 30's and 40's to produce
disease resistant cultivars with larger bean sizes. Hybrid techniques have
 
long since surpassed the clonal technology and have permitted major savings to 
be made in propagation and establishment costs. Ashenden will serve as the
 
site at which the new hybrid technology will demonstrate the large positive
 
effect it can have on Grenadian cocoa production.
 

Since 1980, Ashenden has been a propagation station and 
district demonstration station under the Cocoa Rehabilitation Project (CRP) 
aided by the Canadian government. While itwill not be used as a major 
propagation center under the proposals for extension of the CRP, the Ministry 
of Agriculture has indicated its willingness to see the estate used for the 
testing of the hybrid technology. The Project will draw upon the broader cocoa 
research community and the assistance of the PVO and HFC to design and lay out 
commercial size trials of a mix of ratio's of clonal:hybrid seedling material 
to determine the .ixes effects on flavor evaluation, yield, disease and pest 
management practices, and production costs and returns.
 

3. St. Lucia Component
 

St. Lucia is undergoing a resurgence of interest incocoa.
 
World's Finest Chocolate (WFC) has offered a five year contract to buy all of
 
St. Lucia's cocoa at a price of $1.25/Ib, a $0.25/lb premium over the world
 
price. Inaddition, the owner of WFC has bought and undertaken the
 
rehabilitation of an estate using hybrid seedling technology. This individual
 
has agreed to permit a site within the estate to be used for demonstration by

the subproject. Support inthe form of technical assistance, outreach
 
programs to demonstrate the hybrid based technology, and some training,
 
storage and fermentation assistance, will be provided through the St. Lucia
 
Agriculturists Association (SLAA). The major benchmarks over the WUP ate
 
rehabilitation of 300 acres and replanting of an additional 300 acres,
 
yielding 1000 lbs/ac and 1200 lbs/ac respectively.
 

( 
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The SLAA was originally established by cocoa growers to support
growth in the industry. It currently buys cocoa from small farmers, estates,
and traders, carries out fermentation and drying, and markets the fermented 
beans. The SLAA also has the only cocoa officer in the country who is seconded 
to the association by the MQA. The subproject will work with the SLAA to 
establish a demonstration and outreach program designed to achieve the 
subsectoral objectives of the country in cocoa production. The approach will 
be two-pronged. One prong will be demonstration and training in improved cocoa 
stand management. The second prong will be rehabilitation of stands and 
replanting with hybrid seedlings. 

a. Improved ocoa E-sbandry 

A reconnaisance of cocoa in St. Lucia done by CATIE 
personnel at the request of CARDI stressed that cocoa stands were neglected,
but not over age as had been assumed in the past. These findings were 
confirmed by the subproject design team. Many stands contain 15 year old trees 
which should just be entering their most productive years. They are not, due 
to neglect and to a high degree of intercropping with bananas that has
continued long after the shade of the banana plant was needed to establish the 
cocoa trees. The subproject will assist the SLAA to carry out demonstrations 
of good husbandry practices, concentrating on improved shade manipulation, 
better pruning, fertilization, field sanitation, and harvest practices. Three
 
hundred acres of cocoa will be yielding 1000 lbs/ac by the end of the
 
subproject.
 

b. Replanting
 

Working with the SLAA cocoa officer and the ownership and 
management of the Union Vale estate, the PVO staff in Grenada and consultants 
will develop a demonstration program for the Soufriere area, where much of the 
country's cocoa isproduced. The demonstration work will be coordinated with
 
support to the Bath propagation facility to produce seedlings from hybrid

seeds for distribution to farmers. Startup of these activities will require
 
some short-term technical assistance and regular follow-up by the Grenada
 
based staff. Three hundred acres of cocoa will be planted or replanted during
 
the project attaining yields of 1200 lbs/ac at full development.
 

c. Regional Activity
 

Subproject design team field visits revealed the presence of
 
productive Criollo types of cocoa from Nicaragua which probably include ICS
 
39. The material may be extremely useful to regional breeding programs and 
for crosses with IMIC 66 that could be used in St. Lucia. One of the early

tasks of the regional team of cocoa specialists that will survey the four
 
countries for planting material will be to identify existing cocoa varieties
 
and determine if their characteristics warrant the creation of a seed garden

to continue rehabilitation anid replanting efforts.
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4. St. Vincent Corrponent
 

In St. Vincent, the subproject will establish a agreement with 
the Organization for Rural Development (ORD) a local NO. ORD is already
involved in cocoa rehabilitat .on and development work. The subproject will 
concentrate initially on rehabilitation of existing cocoa stands on holdings
of 5 acres or more. At the same time, ORD will receive assistance to develop

demonstrations of modern cocoa production techniques, to introduce hybrid
seedlings, and to examine ways of producing a consistently well-fermented and 
dried product at reasonable cost. Approximately 300 acres will be
 
rehabilitated and another 300 acres planted over the IOP. 

St. Vincent currentiy produces cocoa on about 300 to 600 acres
 
of land. The range is wide because only crude estimations have been made from 
interviews performed by a variety of organizations over the past several 
years. The availability of a high price market and the ability of cocoa to
 
play a role in soil and water conservation on hillside land has generated

renewed interest in the crop. ORD staff have visited the Hershey Hummingbird
 
Farm in Belize and become acquainted with the production technology used
 
there. They had planned to introduce hybrid seedlings in 1985, but could not
 
overcome a phytosanitary embargo that was placed on their material. The 
Ministry of Agriculture prepares clonal material in Trinidad propagators for 
sale to farmers. Demand has increased as the Omberland Watershed hydoelectric
 
project has included protection of exposed slopes incatchment areas.
 

The project will help accelerate the progress of cocoa
 
revitalization efforts initiated to date. Short-term technical assistance will
 
be provided to execute a demonstration and outreach program already

well-conceptualized by the ORD. The plan will be to select a group of larger

farmers with about five acres of cocoa each to serve as demonstration sites
 
for improved husbandry practices, more radical rehabilitation of overgrown and 
damaged stands, and planting on new lands or replanting.
 

a. Demonstration of Improved Husbandry and Rehabilitation
 
ITechniques
 

On selected five acre sites identified by ORD field workers,
 
the subproject will assist in improved husbandry and rehabilitation
 
demonstrations. Many sites are almost completely overgrown with large gaps in
 
stands. Radical pruning back and underplanting with new material will be the
 
first step in resuscitatiig cocoa production. At other sites lighter pruning

and much heavier fertilization and weed contrl measures are needed and will be
 
demonstrated. The Grenada based team will help to organize applied training

for ORD field agents and those specialists of the MOA and the watershed
 
projects.
 

b. Hybrid Seedling and Replanting Techniques
 

Only clonal materials are currently produced on St. Vincent
 
by the MOA. The one attempt by ORD to introduce seeds as propagation materials
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was blocked by an unfortunate misinterpretation of phytosanitary advice by 
plant health officials in the country. Clonal saplings are subsidized to 
almost 95 percent of their actual cost of production. Through the 
establishment of a regional protocol on cocoa plant material movements, the 
subproject will aid in the introduction of much lower cost seedling 
technology. It will then help support the demonstration of the technology and 
the training of field workers in growing techniques. 

5. Dominica Conponent 

Dominica has a few reasonably large stands (70 acres) of cocoa 
on private estates. It also has numerous smaller holders about 25 percent of 
whom produce cocoa. Land use maps also show a broad band of land around the 
island which is suitable for cocoa. In total about 400 acres of land is 
devoted to the crop. 

Working initially through the Ministry of Agriculture, the
 
subproject will establish links with the estate and larger farm owners to 
establish rehabilitation and replanting demonstrations. Benchmark objectives 
in the first five years of the project are rehabilitation of 150 acres
 
yielding 1000 lbs/ac and replanting of an additional 150 acres yielding 1200 
lbs/ac. To the extent possible, cooperatives and grower associations will 
become the second generation vehicles for cocoa activities in Dominica. 

As on St.Lucia and St. Vincent early demonstration work will 
begin with the larger growers. Three sites were visited of 25 acres, 50 and 70 
acres within which demonstrations could be held. The Tree Crops Specialist in 
the MOA has indicated his ability to manage the overall program with some 
external technical assistance and the supply of hybrid seeds and some inputs 
and equipment. Two growrs have indicated their willingness to participate in 
the first year of the program. 
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Zi@2 

GRENWA COCOA FARM SIZED1TRIBUTION AND PRODUCTIVITY
 

FARM SIZE NUMER TOTAL AVERAGE AVERAGE AVERAGE TOTAL
 
RANGE (AC) FARMERS ACRES YIELDS TREES/AC AGE/TREE OUTPUT LBS
 

38 240 36 646000
* TO 2 AC 3100 1700 

2 TO S AC 9ee 2100 4S 28 36 94S00
 
5 TO IS AC 400 2206 510 296 26 1122000
 

620 306 21 3844000
OVER I5AC 130 6200 


GRENADA 4539 12200 537 286 26 557000
 

NOTE: ALL AVERAGES ARE WEIGHTED BY ACREAGE IN FARM SIZE CLASS
 
SOURCE: Recalculated from p.46 data in CIDA/MMB-RDC, "COCOA 
INDUSTRY WIDE STUDY" Volume 1. 
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_4TAble 3 
GRDA MODEL FARMS INVENTORY 

~--------------- ------ --------- ---------------------------------------
TOTAL BEARING NON-BEAR LAND TO REPLANT TOTAL 

ESTATE NIAME ACREAGE COCOA COCOA DEVELOP ACREAGE COCOA AC 

SCHEDULED FOR 1986 
A4O .E-ST.GEO. 42 6 0 0 0 6 
BELLEVUE-ST.GEO. 72 30 0 31 16 46 
GOOD HOPE 0 0 
f,&RLM_-ST.DJ.

UTQER-ST .JOHN 
146 
104 

80 
0 

5 
0 

9 
74 

10 
37 

90 
37 

SPRINGS-ST.AND. 206 22 4 30 19 41 
SUBTOTAL 572 138 9 144 91 219 

SCHEDULED FOR 1987 
BLACK BAY-ST.JOHN 100 13 3 50 28 41 
BOCAGE/DIAMOND-ST.MRK. 465 113 53.5 65 86 199 
CARRIERE-ST.AND. 78 25 3 22 14 39 
GRAND BRAS/CADRQO-ST.AN 194 73 7 20 17 90 
LORETTO-ST.JOMN 82 23 5 .10 10 33 
MT. HORNE-ST.AND. 62 13 4 0 4 17 
MT. REUIL-ST.PAT 250 20 20 69 55 75 
PARADISE-ST.AND. 198 12 2 25 15 27 
PERSEVERENCE-ST.GEO. 280 3 0 100 50 53 
POYNTZEFIELD-ST.PAT. 50 16 7 0 7 23 
SAMARITANWST.PAT. 43 8 15.2S 0 15 23 

SUBTOTAL 1802 319 119.75 361 300 619 

TOTALS 2374 457 128.75 505 381 838 

lOTESnReplant acreage assumed to be all nonbearing cocoa and half 
the land suitable for development. 



ANNEX J
 
Page 25 of 50 

III. COST ESTIMATE AND FINANCIAL PLAN 

A. 	 Component Cost Summary 

Each of the subproject coponent costs within the Regional Cocoa 
Rehabilitation and Development Project is estimated as follows: 

Table 4
 
RC2D COMPONENT COST SUMMARY
 

(USD)
 

Long Term Technical Assistance 	 720,000 
Short-term Technical Assistance 	 1,020,000
 
Ashenden Research/Demonstration 	 150,000 
Cocoa Outreach 125,000
 
Applied Training 175,000
 
Vehicles, Commodities, Equipment 220,000
 
Contract Demonstrations 250,000
 
Evaluations 40,000
 
Contingency 300,000
 

TOTAL 	 3,000,000 

B. 	Financial Plan
 

Table 5 estimates the level of expenditure by fiscal year. Funding
 
obligations during five fiscal years will be used to put cocoa rehabilitation
 
and development activities on a solid footing. Cesses collected from the
 
marketing of the cocoa crop should continue the provision of outside technical
 
expertise when USAID support ceases.
 

The PVO selected to implement this subproject will have to establish 
and maintain accurate financial records on the use of AID funds following 
OPG regulations. rTne PVO will: 

o 	 ensure that grant funds have been expended in compliance with 
AID regulations and source origin requirements; and 

o 	 establish financial management systems to produce reliable 
statements on a quarterly basis. 

A total of $ 1.7 million has been allocated for technical
 
assistance. While long-term technical assistance will be headquartered in
 
Grenada, the advisory services of the project will be used on all four
 
participating nations: Grenada, St. Vincent, St. Licia and Dominica.
 
Allocation of Tchnical Assistance budgets according to individual islands
 
would not provide the flexiblity that is necessary to achieve overall program
 
success should unforeseen blockages arise on any given island. However, as an
 
indicative planning figure two person-months of short-term technical
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assistance in direct demonstration and training of outreach staff and farmers 
has been programmed for St. Vincent, St. Lucia, and Dominica. An additional 
nine person months per year of short-term technical assistance has been 
programned for Grenada and region-wide work in specialized work on cocoa 
agronomy, plant pathology, entomology, post-harvest handling, fermentation, 
and marketing. The Ashenden Research and Demonstration activity will also 
require two months a year of short-term technical assistance which is expected 
to make a contribution to overall cocoa research and development activity in 
Grenada. 

The Ashenden research and demonstration activity will require about 
$150,000 to show that the proposed hybrid technology can bring substantially 
increases in benefits to Grenada. This component will benefit from existing 
MOA staff and programs and the recent assistance of CIDA in the operation at 
the site of a plant propagation and demonstration program. The Cocoa Outreach 
line item ($125,000) will support the costs of training and visit extension 
materials and programs to be used in the rehabilitation and replanting
 
activities on each island. The Applied Training line item ($175,000) will pay
 
for field staff of the implementing agencies in each country and farmers to 
visit and particpate in field days at the subproject's major demonstration 
sites in each country, bring cocoa field workers and a few farmers to Grenada, 
and permit smaller groups to undergo training at UWI/CRU, the Belize 
Hummingbird Hershey Farm, and perhaps CATIE in Costa Rica. Vehicles, 
commodities, and equipment ($220,000) will be procured insupport of all of
 
the above activities through the PVO.
 

The Contract Demonstration line item ($250,000) will be managed by
 
the PVO. Itwill be used to rapidly develop demonstration sites for the
 
commercialoutreach program during years one and two of the project. These
 
sites will be used for demonstration and in-country applied traing programs to
 
benefit the entire population of farmers participating in the subproject.
 
Farmer demonstrators will incur additional cost ad bear the risk of initial
 
introduction of a new technology. For these reasons, a $250,000 line item ahs
 
been established to cotract with selected growers to establish and manage the
 
improved husbandry and hybrid seedling planting demonstrations. Using a shared
 
establishment cost of $500 per acre, about 500 acres of emonstrations/trainng
 
plots will be established with project assistance.
 

Nwo outside evaluations will be conducted at year two and one-half
 
and year four and one-half. The costs of these evaluations are estimated to be
 
$ 20,000 apiece.
 

Finally, a contingency of ten percent of the total project funds has
 
been reserved tu cover increased prices due to inflation and any increased
 
need for additional funds within the major line items.
 

C. Tbtal Contributions to the Regional Cocoa Subproject
 

USAID funds will be used to provide a boost to production that other
 
sources of funding for the industry will not be able to provide over the near
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term. They are a conplementary use of funds in Grenada where the major tasks 
and costs of structural reorganization of the cocoa producer's association 
will be borne by CIDA ($6.39 million). It is anticipated that the subproject 
will attract an additional S500,000 dollars of private investor funds,
 
$100,000 from grower groups nd cooperatives, and additional loan and equity
 
funds of $1.25 million from intermediary financial institutions. The total
 
value of cocoa activities will be approximately $11.4 million.
 

Cocoa production has tremendous potential for the region, but the 
credit-worthiness of private cocoa development needs to be demonstrated if 
structural inefficiencies in the production technology and organizational 
arrangements are to be corrected. The project is designed to show how costs 
can be reduced and returns increased. 

Table 5 
SUMMARY PROJECT COSTS 

USD '000 

Category FY86 FY87 FY88 FY89 FY90 FY91 LOP 

LTTA 72pin 180 240 240 240 60 0 720 

S'TA 85pm 204 204 204 204 204 0 1020 

Ashenden 
Res/Demo 30 30 30 30 30 0 150 

Outreach 25 25 25 25 25 0 125 

Applied 
Training 35 35 35 35 35 0 175 

Vehicles, 
Commodities, 
Equipment 52 52 32 52 32 0 220 

Contract 
Demonstra
tions 125 125 0 0 0 0 250 

Evaluations 0 0 20 0 20 0 40 

.Contingency 60 60 60 60 60 0 300 

MOTAL 711 771 646 466 406 0 3000 

\, 
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IV. IMPLEI4TATION PLAN 

A. 	 Implementation Analysis 

The 	RCRD Subproject is a five year project, with a PACD of April 30,

1991. The project will be implemented as an OPG with a US PVO experienced in 
joint cocoa development projects with Hershey Foods Corporation, the sole 
corporate repository for hybrid cocoa production technology in the USA. The 
project has three major components: 

o 	 An OPG to provide management, and outreach support to cocoa 
technology specialists and the individual country activities; 

o 	 A Grenada-specific set of activities in technology transfer, 
promotion, and research and demonstration; and 

o 	 Country activities in demonstration and outreach incocoa 
production in St. Vincent, St. Lucia and Dominica. 

The 	three components will be managed from Grenada, by far the largest cocoa
 

producing country in the region. 

1. 	 Management and Outreach OPG 

The 	OPG will serve as an umbrella for all project services,
 
financial flows, and accounting. Implementation will require the following

RDO/C actions: a.) Solicitation from the PVO community of proposals for the
 
implementation of the subproject; b.) Selection and award of an OPG to a US
 
PVO 	 skilled inassisting the delivery of cocoa production technology. 

a. Solicitation of Proposals from the US PVO Community
 

It is extremely important that the solicitation of proposals
 
for the OPG include sufficient specification of institutional experience that
 
only PMO's with strong backgrounds inassisting cocoa programs inthe
 
Caribbean and Latin America will qualify for the award. A condition of the
 
award will specify that a formal agreement with Hershey Foods Corporation will
 
be a contractual element of the OPG.
 

b. 	Selection and Award of the OPG
 

A number of PW)'s have already expressed interest in the 
implementation of the subproject. The required skills for implementation are 
such that .solicitation and review should take only a short time after project 
approval. 1lechnical advisory resources will be procured by the management 
grantee from the Hershey Foods Corporation, the only U.S. institutional source 
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of advanced hybrid cocoa technology. Within 60 days of the approval of the
 
HIAMP Project Paper, the OPG will have been let by RDO/C, with approval of the

Hershey subcontract to follow within 30 days, and fielding of the technical 
assistance team within an additional 30 days. 

2. Grenada Based Activities
 

Grenada is the largest part of the project. It includes
 
components of commercial outreach to larger growers, support to cocoa
 
production on model farms, promotion of joint ventures in modern cocoa 
production, a research/demonstration effort at Ashenden Estate, and some 
support to improving the applied skills of field outreach agents. An 
agreement will be signed with the Grenada Cocoa Association (GCA) or the 
proposed Grenada Cocoa Corporation (GCC) to undertake these activities. 

a. Commercial Outreach 

Commercial outreach activities will begin within 30 days

after the agreement with the GCA/GCC is signed. The PVO and HFC advisers will
 
work with GCA/GCC staff to identify growers who will cooperate as
 
demonstrators of improved husbandry and replanting techniques. 

b. Support to Model Farms 

Model farms have been selected for divestiture and 
rehabilitation for 1986 and 1987. The PVU will establish a work plan with the
 
Grenada Model Farms program manager, the GCA/GCC, and the CIDA technical 
assistance team within two months after the subproject technical assistance
 
team arrives in country. 

c. Joint Ventures
 

The PVO will establish a link to the HIAMP personnel to
 
locate potential investors for this activity within the subproject. The search
 
should begin within six months after the irrival of the PVO's technical
 
assistance team.
 

d. Ashenden Research/Demonstration
 

Drawing on Hershey Foods Corporation, the American Cocoa
 
Research Institute, CATIE, UWI/Cocoa Research Unit, and other appropriate
 
sources, the PVO will field a team within 90 days of their arrival to survey
 
the region's cocoa germplasm resources, select promising varieties for seed
 
gardens, draft a regional cocoa propagation material movement protocol, and
 
design the Ashenden hybrid:clonal mix trial and evaluation procedures.
 
Depending upon joint review of these plans with the CIDA technical assistance
 
team, the PVO will establish a scientific and industrial review committee
 
which will meet annually to guide the Ashenden effort. The committe should be
 
established within 6 months of the arrival of the PVO technical assistance
 
team.
 

Ix 

I 
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e. Applied Training
 

The PVO and HFC will develop an applied training plan in 
cocoa husbandry, plant protection and integrated pest management, and 
postharvest handling of cocoa beans for field staff. The plan will be 
developed within 90 days of the team's arrival. Training plan elements will be 
tested first in Grenada beginning four months after project start-up, with 
field application in Grenada, St. Lucia, Dominica and St. Vincent within six 
months of start-up. 

f. Contract Demonstrations
 

The commercial outreach activities in Grenada will have
 
identified sites for contract demonstrations starting within 60 days of the
 
arrival of technical assistance. Thirty days later a combination of short-term
 
technical assistance, long-term advisory staff and GCA/GCC field staff will
 
assist farmer demonstrators to establish demonstration fields of one to ten 
acres insize. Within five months of the arrival of the technical assistance, 
contract demonstrations will be set up in St. Lucia, St. Vincent, and Dominica. 

3. St. Vincent, St. Lucia, Dominica
 

The PVO will develop a work plan for field consultation with
 
implementing agencies inthe three other countries in the subproject within 30
 
days after arrival at post. The initial regional reconnaissance of cocoa will
 
permit interaction on start-up activities inapplied training and initiation
 
of demonstration plots in a phased manner depedning on thestate of readiness
 
of the individual implementing agencies (St. Vincent-ORD, St. Lucia-SLAA, and
 
Dominica- MOA). Demonstration sites will begin activity within five months of
 
project start up.
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mable 6 

RCRD SUBROJECT IMPLEMENTATION SCHEDULE 

March 86 - HIAMP Project Paper Approved by AD/Washington 

May 86 - Grant for Management of the Cocoa Subproject 

June 86 - Subcontract 
Corporation 

Approved with Hershey Foods 
to Management Grantee for the Cocoa 

Subproject 

July 86 - Resident TA for Cocoa Subproject InPlace; 
Technical Services from Hershey Begins 

August 86 -
-

Operating Areement with GCA/GCC Signed
St. Lucia, St. Vincent, Dominica Work Plan 
Drafted 

- Grenada Commercial Outreach Begins 

Sept. 86 - Grenada Model Farms Work Plan Defined and 
Activities Begin 

- Research/Demonstration Team Fielded 
- Grenada Contract Demonstration Program Begins 

October 86 - Applied Training Program Work Plan Drafted 

November 86 -
-

Regional Germplasm/Seed Garden Survey Done 
Regional Cocoa Propagation Material Protocol 
Drafted Ashenden Hybrid:Clonal Trial Designed 

- Applied Training Program Field Test - Grenada 

December 86 - Applied Training Program Field Test - St. Lucia, 
St. Vincent, Dominica 

- St. Lucia, St. Vincent, Dominica Contract 

-
Demonstration Programs Begin
Ashenden Trial Planted 

January 87 -
-

Investor Search for Grenada Joint Venture Begins 
Scientific and Industrial Review Committee 
Established 

June 87 - Grenada Joiht Venture Begins 

August 88 - First Midterm Evaluation of Subproject Activities 

August 90 - Final Evaluation of Subproject Activities 

April 91 - PACD 
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B. Procurement Plan 

1. Comodities 

All commodities to be acquired under the RCRD Subproject will be 
procured by the management grantee for the Regional Cocoa Rehabilitation and 
Development Subproject. the grantee will procure all commodities specified 
under the subproject (vehicles. farm equipment, planting material, plant 
protection equipment), subject to AID procurement regulations and source and 
origin provisions.
 

2. Technical Assistance 

Technical assistance procurement will be made by RDO/C. The 
Management Grantee for the Regional Cocoa Rehabilitation and Development 
Subproject, with 72 months of long-term and 85 months of short-term technical 
assistance to be contracted by RDO/C. These person months will be used to 
oversee all AID inputs and procure all commodities required for the Cocoa 
Rehabilitation Subproject, as well as to integrate technical specialists from
 
the Hershey Foods Corporation subcontract into the project. The Management 
Grantee will be selected by RDO/C from among those U.S. Private Voluntary
Agencies with a good track record in the Eastern Caribbean, and awarded an OPG 
under the appropriate regulations governing support to U.S. non-profit 
organizations. RDO/C will specify in the OPG, that the organization must 
provide specified types and kinds of technical services in support of 
high-yielding and high-return cocoa farming. The only U.S. organization that 
can provide these services is believed to be the Hershey Foods Corporation. 
The PVO will be responsible for negotiating an agreement with HFC for 
technical services. Additionally, a special provision of the OPG will require 
the PVO to obtain additional technical and scientific expertise incocoa from 
regional cocoa centers, e.g., UWI/CRU, CATIE, the Mayaguez Institute of 
Tropical Agriculture, ACRI, CEPLAC-Brazil, and others as appropriate. 

3. Funding Flows and Financial and Accounting Requirements
 

RDO/C will grant funds to the PVO Management Grantee under the
 
general provisions governing OPG's and the special provisions needed to ensure
 
that the PVO will properly manage funds used to support activities with
 
producer associations in the four countries. The PVO will be responsible for
 
monitoring and reporting on the disbursement and use of funds for all project
 
activities, including procurement of all goods and services obtained with
 
project funds.
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V. MONIRNG PLAN 

A. AID Responsibilities 

The Agriculture and Rural Development Office (ARDO) of RDO/C will
have overall management responsibility for the ROD Subproject. TheAgricultural Dvelopment Officer of the RDO/C/Grenada will have initial field
responsibility for subproject management. The Chief of the ARD Office (the

ADO) will directly monitor the actions of the PVO Management Grantee.
 

The ADO will monitor actions of the PVO Management Grantee through
monthly activity reports, quarterly progress reports, forward work plans andfield inspections of subprojects underway. The ADO will provide the PVO with a set of procedures to be followed for reporting on the activities planned and
achieved by the cooperating producer organizations. 

The ADO will schedule the first and second evaluations with theRDO/C evaluation officer. The results will be used to measure progress towards
the objective of phasing out AID assistance as cess flows enable producer
organizations to hire their own technical advisory services. 

B. OPG Grantee Responsibilities
 

The management grantee will submit an aggregated monthly activity

report for each island's activities. Inaddition, the grantee will submit

quarterly progress reports set against rolling forward plans which cover the
 
next 12 calendar months ingeneral, the next six months inmore specific
detail. The quarterly reports will indicate progress against the plans
submitted, and revisions and new plans for the upcoming six months, 

C. HIAMP Core Contracto- SU projects 

RDO/C will require regular reporting from management grantees. The
 
Core Contractor working on the Islands will provide a reality check on the
reporting from the management grantee through quarterly monitoring reports

against plans set forth for subproject implementation. 

D. Producer Association Responsibilities 

Producer association wil sign agreements with the PVO specifying
types and level of support that they will provide to RCRD subproject 

the 

activities. Support should include provision of some management and needed
field personnel, logistic support for field activities, and action towards

colection of fees for service or cesses to support association expenses
related to cocoa.
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E. Ministries of Agriculture 

In Dominica, the Ministry of Agriuclture will be the early 
implementor of the subproject. An agreement between the MOA and the PVO will 
be neeeded to ensure that the Tree Crops Officer personel will be assigned to 
the cocoa subproject. 
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VI. SUMMARY ANALYSES
 

A. TECHNICAL ANALYSIS 

1. Current Technology and Productivity level 

a. Grenada 

InGrenada the average yield of cocao is about 500 pounds
 
per acre. This is double the yield of many countries in the world in which 
cocoa averages about 250 pounds per acre, but is about one-third of the yield
levels obtained on the best managed plantings. Production technology in
Grenada is based on plant material and practices introduced in the 1950's
during a major cocoa rehabilitation effort following Hurricane Janet. The
basic technology has not changed since its introduction. Plant husbandry
levels have varied tremendously over time due to a mix of political and
economic factors. Grenada has failed to keep pace with the world cocoa 
industry.
 

b. St. Vincent
 

Vincentian cocoa production is ina state of neglect. While
 
soils and microclimate on the leeward side of the island are favorable for
 
cocoa, the area that isplanted is small and msot production consumed locally.

Very little cocoa has been exported in the last five years. Average yield

figures are not available. Reconended production practices are the same as
 
those in Grenada. The same varieties are grown. Lack of a market pull on
 
production has led owners of larger stands to abandon their stands.
 

c. St. lucia
 

Cocoa production inSt.lacia has faired a bit better than in

St. Vincent. While using the same basic package of varieties and practices,

the industry has maintained cotact with the external marketplace. While many

stands suffer from neglect, others have been maintained in fair to good

condition. The recent purchase by an American chocolate manufacturer of an
 
estate with a large block of cocoa has renewed interest in the crop and
 
provided a entry point for new planting material and growing practices.
 

d. Dominica
 

Dominica is home to a few estates with older cocoa and many
smallholders with relatively few cocoa trees. Dominica last exported cocoa in 
any signif.icant amount in 1983. Most of the cocoa has suffered from long
periods of neglect, but retain good production potential. Current tree
productivity is low. Few resources have been devoted to cocoa programs in 
Dominica. Even the larger estates have not maintained their stands.
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2. Potential Productivity levels
 

Malaysia and Belize are the points of reference for establishing
what the potential productivity of cocoa could be in the Windward Islands of 
the Eastern Caribbean. In Malaysia large estates have been able to maintain 
yields on the order of 1800 pounds per acre over a five to seven year period. 
on the Hummingbird Farm owned and operated by Hershey Foods Corporation in 
Belize, yields from five year old trees have averaged in the range of 800 to 
1,200 pounds pers acre. The differences between these yields and the average 
in Grenada is due to the use of more productive varities, more intensive tree 
management, improved pest control practices, and better overall farm 
management. Economic returns are higher as well due to lowered unit costs of 
the dried bean output. Inthe estimation of the design team existing stands of
 
cocoa can probably attain sustained yields of 1000 lbs/acre under better
 
management. New plantings of hybrid materials should be able to reach the 1200
 
lb/ac yield level within six to seven years after planting.
 

3. Technology Alternatives
 

a. Choice of Varieties 

The major debate during project design concerned the use of 
hybrid versus clonal materials. Grenada practice is especially conservative 
given what that country's policymakers feel is their special position as a
 
producer of flavor cocoa. However, their current policy isbased on an
 
assessment of productivity, bean size, disease resistance, insect pest

resistance, and market preference that existed in the 1950's and 60's.
 

There are now good choices within both types of planting
 
materials. Many of the hybrids available tarce their ancestry to many of the
 
flavor clones. Too, flavor isbelieved to be the result of the interacting
 
factors of heredity, soils and growing conditions, and fermentation and drying
 
practice. For example, a sample of Grenadian cocoa recently analyzed by an
 
American chocolate manufacturer resulted inan assessment that the sample had
 
a hammy or meaty aroma with putrified overtones suggesting over fermentation.
 
The sample was classed as comparable in quality to that of average Ivory Coast
 
filler beans. Clearly, clones do not guarantee flavor.
 

While there isgeneral agreement within Grenada that there
 
should be a recommended mix of hybrids and clones in plantings, the current 
recommended ratio of 80 percent clonal to 20 percent hybrid is exactly the 
inverse of what the design team's cocoa agronomist felt the eventual ratio 
should become. The design team believes that Grenada has placed too much 
emphasis onteh genetic factor. To permit objective analysis of the choice, the 
subproject will sponsor a reconnaissance of cocoa stands in the Eastern
 
Caribbean region. A roundtable discussion on the results will be used to
 
inform the work proposed at Ashenden and the overall research and development
 
program of the cocoa industry inGrenada. A scientific and industrial
 
evaluation committee wil eb formed to pernit dispassionate monitoring and
 
evaluation of the trails results which should be available inyear four of the
 
subproject.
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St. lucia and Dominica are moving much more rapidly to 
hybrid cultivars than is Grenada. St. Vincent is slow to adopt hybrids because 
of extremely conservative and misdirected phytosanitary policy. 

b. Choice of Plant Propagation Techniques 

Propagation techniques have come full cycle in 30 to 40 
years. The preferred method moved from seedlings to clonal propagation inthe 
1940's and 50's. The reason for the change was the search to find clones with 
uniformly high productivity and desired flavor and disease resistance
 
characteristics. Also, there .eredisappointing results from the first group

of hybrids that were released. The old hybrids had a small seed size which
 
reduced their grade on the marketplace. However, the current high cost of
 
clonal rooted cuttings and the availability of much better hybrid varieties
 
now has moved the world industry back into seedling production. Seedling

production should be phased inquickly in Grenada. On the other islands, there
 
is no good reason why the dominant propagation technique should not be
 
seedlings.
 

The economic incentives are all strongly weighted towards 
seedlings. Clonal root cuttings cost ten or more times as much to produce and 
appear to have higher field mortality rates after transplanting. The plant
habit of sedlings reduces labor costs for pruning and spraying and facilitates 
harvesting. Conservatism in the change over will cost each country
substantial sums of money. A major demonstration effort is needed ineach 
country to overcome this needless expense. 

c. Plant [usbandry
 

1. Plant spacing should move to a 10 x 10 or 9 x 9 spacing
for pure stands. If the cocoa is to be intercropped with bananas for
 
establishment, then slightly wider spacings are permissable. Returns from
 
cocoa are deferred, but bananas provide an early and steady cash flow needed
 
by smaler farmers.
 

2. Shading depends on the location and the intensity of
 
other tree management practices, especially fertilization and pruning. Bananas
 
must be removed by year four if a constant struggle against etiolated cocoa
 
trees is to be avoided.
 

3. Pruning should be done to open up the canopy for 
penetration of sunlight and energy to produce pods on trunk and fan branches.
 
The practice may reduce pod rot and should be used to maintain the size of
 
tree and keep itmanageable. Pruning practices need to be carefully linked to
 
plant habit and management practice.
 

4. Fertilization needs to be higher when other improved
 
practices are used. The need for higher fertilization isespecially marked in
 
the intercropped situation.
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d. Plant Protection 

Current techniques are based on whole stand treatment on a 
scheduled basis. This is costly in terms of labor and materials and may 
adversely affect pollination through reduction in pollinating midge
populaitons. The subproject will promote new "hot spot" or Integrated Pest 
Management of pest and disease problems, especially when agricultural 
chemicals are involved. Mich of the pod rot disease problems can be handled by 
improved field sanitation, pruning,and plant husbandry. 

The major change supported by the subproject will be to 
shift responsibility for plant protection from the central government to the
 
farmers. This recommendation was originally identified by the cocoa Industry
Wide Study sponsored by CIDA. The subproject will sponsor farmer applicator 
certification training and inspection drawing upon the resources availble from 
the Consortium for International Pest Control. 

e. Harvesting
 

Harvesting needs to be more regular. Training needs to be 
provided on harvest maturity indicators and their determination. This is not 
the most critical issue in Grenada, but it will be a more important training 
activity on the other islands.
 

f. Wet Bean Handling
 

If well organized, the generalization of the purchase of the 
wet beans permits better quality control and uniformity of the final dry bean
 
product. Wet to dry bean conversion ratios need to checked ineach major
 
growing area in a country and throughout the harvesting season to avoid
 
financial losses for the producer associations handling the crop.
 

g. Fermentation
 

There isa problem with over fermentation of beans, even in 
the centralized fermenteries of the Grenada Cocoa Association. This problem 
can be handled fairly quickly by more careful scheduling and monitoring of 
fermentation. once adjusted, the priority becomes fine tuning the handling of 
the wet bean so that consistency in bean quality is maintained. As indicated 
earlier bean quality evaluation needs to be undertaken regularly to maintain 
preferred flavor and quality. HFC and other buyers should be sent sample lots 
on a regular basis for evaluation. 

h. Drying
 

Drying isdone using old solar drying racks. Roller driers
 
were constructed on Grenada and St. Vincent but never used. The cheapest
 
method that produces a consistently good bean in the 8 to 10 % moisture
 
content range should be followed. This issue is one of fine tuning the
 
post-harvest handling afte the major problems have been resolved in each
 
island. It is not an early priority for the subproject.
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i. 	Storage and Stock Management
 

A well-run marketing operation should only have to hold 
cocoa for short periods of time, reducing the need for storage of the entire 
crop. Storage space may be inadequate in Grenada and St LUicia if anticipated 
production levels are reached in years three and following.
 

j. 	Transportation and Containers
 

Most cocoa from the Islands is packed in hemp ro jute sacks. 
Utilization of less expensive plastic weave acks should be examined. Sacks are 
placed in steel containers for shipment. Condensation and drip sometimes leads 

to rots and molds, especially during the cooler winter months in the more 

temperate latititudes. Investigation of bin shipments may be an area of 
investigation for the technical assistance team in later years of the project. 

4. 	Summary Technical Recommendations
 

Substantial increases in production can be obtained, along with
 

increased profitability, through the lowering of cost of production. Elements
 

common to the achievement by all four countries of yields averaging 800 to
 

1200 lbs/ac include the following practices:
 

o 	 Use plants with demonstrated genetic potential for high
 
yield;
 

o 	 Propagate by using seedlings; they are lower cost, and,
 

through their growth characteristics, permit higher plant
 
density with minimal labor in pruning;
 

o 	 Increase plant density to 500 or more trees per acre; this 

results in high early yield and reduces cost of weed control; 

o 	 Develop a shade program that will maximize yield and
 

minimize disease and pest problems;
 

o 	 Develop a program of fertilizer applications which will
 

sustain high yields without depleting soil fertility;
 

o 	 Use pruning practices which permit good air flow to minimize
 

fungal losses and to permit good access for plant protection
 

and 	harvest labor movement. 

B. 	 Marketing Analysis 

1. 	World Cocoa Market
 

The world production of cocoa totals about 1.9 million metric
 

tons. The Eastern Caribbean states produce about 2,500 metric tons or about
 

0.13 % of the world's output. However, the region has traditionally produced a
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flavor cocoa recognized as a differentiated product which carries a premium 
over spot market prices for ordinary cocoa. However, as the recent Industry
Wide Survey of cocoa in Grenada has pointed out, premiums for flavor cocoa 
compared with ordinary cocoa of consistent quality are essentially 
nonexistent. Figure 5 demonstrates this point for cocoa from four countries in
 
1975. Ordinary Ghanaian cocoa brought premiums higher than Trinidadian flavor 
cocoa over the first sixteen weeks and paralleled the flavor cocoa within one
half to two and one-half cents a pound over the rest of the year. Quality and
 
consistency have replaced flavor as the principal premium earner for cocoa
 
among most of the world's chocolate manufacturers. It is becoming clearer and 
clearer that the winners in the world cocoa market are going to be the 
efficient and reliable producers.
 

There is an inverse relationship between cocoa yields and costs 
of production. A yield of 1,000 lbs/acre is rapidly becoming the lower limit 
of profitable production inmost areas of the world. The current world price
 
is about $2,100 /mt or 0.95/lb. The cost of production for high yielding
 
cocoa can be as low as $.45 /lb. Low yielding cocoa can cost as much or more
 
than $1.13/lb to produce. While there exists a significant opportunity for
 
cocoa produced with high technology to be profitable, there is virtually no
 
profitable opportunity for cocoa at low or average yields.
 

Itmust be stressed that the prices received for most quality
 
cocoa isonly partially a macroeconomic issue. Thus, while the World Bank
 
prognosticates a flat price curve perhaps rising to $,2300/mt by 1990 with a
 
further gradual increase to $2,400 on the spot market by the year 2000, this
 
only represents the base from which most sales in the segmented cocoa markets
 
begins. Prices for differentiated coco are determined through individual
 
deals. Quality and consistency in delivering quality can push premiums well
 
above spot market averages.
 

Current marketing arrangements inGrenada are not achieving the
 
premium levels that could be obtained with a more efficient and consistent
 
production system behind it.Also, the GCA or GCC needs to learn to base its
 
evaluation of marketing success and premiums not on the margin above world
 
spot market prices, but on the comparison between the prices it receives and
 
the premiums obtained by other producers of flavor cocoa's and ordinary cocoa
 
of high quality and consistency.
 

C. Financial Analysis
 

1. Agricultural Credit
 

The overall financial analysis for HIAMP describes financial
 
marketplaces in the Eastern Caribbean. While recognizing the need for
 
agriucltural credit this subproje;t follows the overall apprach of HIAMP to
 
demonstrte the viability of productive investments to obtain credit from
 
existing institutions. Cocoa producer associations have a long enough track
 
record and the monopsonistic power to satisfy conservative bankers that cocoa
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production liens are acceptable security. The PVO will monitor the flow of 
credit to participants in the sutproject and signal RDO/C if adjustments to 
this strategy are needed.
 

2. Financial Analysis of Production Models 

Table 7. gives the financial rates of return for the various 
production models. In aggregate the rate of return of justifies proposed 
project activities. The financial rate of return for the model farms program 
is lower than the economic rate of return in Table 8. due to the inclusion in 
both economic and financial analyses of land rental charges not incurred in 
other models. Appendix F provides details on the cost and return estimates. 

Table 7 
COST BENEFIT AND IRR ANALYSIS OF PRODUCTION MODELS 

B/C @ NPV@ 15% 
15 % (USD '000) IRR 

Production Model
 

I.Grenada Key Farmer 1.22 746 0.39
 

II. Grenada Model Farms 1.13 308 0.28
 

III. Grenada Joint Venture 1.08 110 0.19
 

IV. Other Windward Islands 1.24 729 0.44
 

Aggregated All Model 1.19 1893 0.32
 

The analyses used conservative assumptions about costs of
 
inputs, labor, and services. The higher B/C ratio and IRR on other Windward
 
Islands reflects the higher price that these countries now receive for their
 
cocoa and the presence of an assured market at $1.25/lb for the next five
 
years. Conversely, Grenada with its tradition bound marketing arrangements is
 
receiving about $1/lb despite its much larger total output. The lower B/C
 
ratio for the joint venture use of 100% hybrid seedlings reflects the
 
exclusion of improvements to existing stands that might be held by joint
 
venture partners and higher management costs that will accrue to such
 
ventures. It reflects the most conservative analysis of joint venture
 
potential. Actual joint ventures will probably include husbandry improvements
 
which will generate earlier returns and rates of return more in the range of 
the other"three models.
 

D. Economic Analysis
 

Table 8 presents the estimated economic rates of return to farmers
 
involved in the project who adopt different technology practices. The analyses
 
were performed using production assumptions developed during the design team's
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field visits and in consultation with the Cocoa Rehabilitation Project in 
Grenada, the Caribbean Development Bank's agricultural division chief, farmers 
and farm managers. Economic shadow pricing assumptions follow the same pattern
 
employed in the overall economic analysis for HIAMP. 

Table 8
 
COST/BE EFIT, NPV, AND IRR ANALYSIS OF PRODUCTION MODELS
 

B/C @ NPV @ 10% 
Production Model 10% (USD 1000) IRR 

I. Grenada Key Farmer 1.03 445 0.18
 

II.Grenada Model Farms 1.31 516 0.37
 

III. Grenada Joint Venture 1.04 68 0.12
 

IV. Other Windward Islands 1.31 1233 0.37.
 

Aggregated All Models 1.19 2560 0.25
 

All Models Plus All AID Cost 1.08 1229 0.16
 

ERR's vary from a discount rate of 0.12 for the high technology
 
joint venture replanting model inGrenada to a blended rate of 0.37 for
 
combined stand improvement and replanting in the Windward Islands. The major
 
difference in returns is that Grenadian cocoa sells at a significantly lower
 
price than other Windward Island cocoa due to a tradition bound set of
 
marketing arrangements. Also, the joint venture model in Grenada does not
 
incorporate the higher earlier returns from stand improvement assumed in the
 
other models. All models were evaluated over a ten year period and include
 
allocation of both project design and technical assistance costs to income
 
generating activities. Details are found in Appendix G.
 

E. Organizational and Administrative Analysis
 

Analysis of the organizational and administrative environment of
 
agriculture in the Eastern Caribbean isgiven in the main body and annexes of
 
the HIAMP PP. The interested reader is referred to that document. This section
 
discusses issues of particular concern to the cocoa subproject.
 

1. Structure of Production
 

The issue iswhether large or small management units should be
 
the organizational focus of the project. The subproject strategy concentrates
 
primarily on the full-time producers with holding sizes equal to or greater
 
than five acres in each country due to their greater capacity to productively
 
use the technology being introduced. This point is especially true when
 
examining the management capacity, current levels of productivity of the
 

r)
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larger growers, and structural advantages of their farming operations.
However, this body of growers should not be perceived as large landlords 
similar to those in Latin America. 

2. The Role of Public and Private Organizations
 

Circumstances differ from country to country. While there are
 
no truly private producer groups using US definitions of the private sector,

the statutory bodies represent the only points of entry for the cocoa

technology to be delivered. The subproject will attempt to foster greater
private sector service supply through contract services to these groups when 
and where appropriate. A specific example would be the private pest
management services that are envisioned for Grenada. 

3. Management Capacity 

The subproject is not an institution building effort. The
 
CIDA-financed industry reorganization project will undertake institution
 
building in Grenada. The subproject should benefit from this complementary

activity. Individual producer management capacity should be enhanced by 
exposure to the project and the demonstration of the benefits accruing to 
well-focused allocation of financial and human resources. 

4. Use of a PVO as the Subproject Management Entity 

The RCRD subproject is not a simple undertaking. Its successful 
implementation requires skillful coordination of a
diverse set of activities
 
across four countries. The option of a for-profit management contract was
 
considered during project design and rejected for three reasons. First, PVO's
 
are the only US organizations with an established record of assistance to
 
cocoa rehabilitation efforts in Latin America and the Caribbean. Secondly, a
 
group of PVO's exists which has worked with one or more of the local
 
implementing agencies in the Eastern Caribbean and has a good working

relationship with HFC. Finally, use of the OPG mechanism or a colaborative
 
agreement with a PVO will enable timely implementation of the subproject and
 
follow-through on preparatory work done by HFC and others over the past 10 
months. 

F. Social Soundness Analysis
 

Grenada is a long standing producer of cocoa. Historically, it has
 
been grown on both estates and smallholdings. Political expropriations have
 
led over a two decade period to a restructured land ownership pattern. Much
 
cocoa has been neglected as the security of land tenure was in question.

Currently, the tenure situation is stabilizing. The GJG has reprivatized some
 
estates and has purchased others for sale to smallholders. The current mix of
 
cocoa farms contains: a set of larger, mainly expropriated estates, that are
 
under the management of the Grenada Farms Corporation; a smaller subset of
 
private estates; a group of farmers who produce cocoa on an intermediate
 
scale; and a large group of smallholders with a few trees to one or two acres
 
of cocoa which are generally intercropped with bananas.
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The HIAMP project will work with the group of key, full-time growers

and the farmers who acquire land in 10 to 15 acre holdings under the Model 
Farms program. This approach will have greatest effect on those who now 
produce 60 to 75 %of the cocoa crop each year. Indirect benefits will be 
shared by the majority of grower association members, because the increased 
throughput will reduce current overheads and should lead to increased per
pound prices to all association members. Economically, greater productivity
from cocoa will have a major positive impact on Grenada and its people. 
Politically, greater productivity wil help stabilize a farming sector which is 
aging and failing to attract both younger people and additional capital.
 

1. Participant and Benficiary Population 

Participants are farmers small and large, grower association 
personnel, and some ministry personnel. Beneficiaries will primarily be 
farmers and grower association personnel. Demonstrations, joint prograning
sessions, and other mechanism will be used to involve the beneficiaries in 
implementation. The implementing agencies and poential cooperating frmers were 
closely consulted during project design. Team members participated in
 
technical discussions with the boards of the implementing agencies. 

2. Sociocultural Feasibility
 

Grenada and the three other countries that will be involved in
 
the project are trending towards a farming structure that will include a 
landed farming population inhabiting farms that are viable economic units, a
 
larger population on subeconomic holdings who are and will have to earn most
 
of their income from other activities, and a few larger private estates. Cocoa
 
interventions will initially work best with the larger full-time farmers, the
 
newly settled farmers, and smaller holders with substantial numbers of trees
 
managed as a single farming unit. The project issociculturally feasible. The
 
larger farmers production increases will help finance the provision of
 
services in higher intensity stand management to smallholders by reducing
 
overheads and improving the financial status of the proposed GCC. 

3. Sociocultural Impact
 

Revenue flows should sustain project activities. The asumption
is that there would also be some improvement ingrower as:.ociation and 
industry board management in Grenada, and that good marketing strategies would 
be employed in St. Vincent, St. Lucia, and Dominica, which would result in 
increased incomes for all cocoa growers. 

A special circumstance exists inGrenada. About half of the work
 
force on state farms isfemale representing women heads of household. These
 
individuals are in line for land distribution inthe model farm program. It is
 
anticipated that up to half of ten to fifteen acre holdings will be
 
distributed to women, wno will become eligible for assistance under his
 
subproject.
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Cocoa labor tasks involve both men and women. Intensification of 
produ ±ionusing reccmnended techniques wil reduce some pruning and weeding 
tasks and increase the need for harvest labor. Harvesting is usually done by 
teams of men and women, thus the increased demand should be fairly evenly 
split by sex. A positive benefit will be a reduction in exposure to pesticides 
through the introduction of integrated pest management approaches and trainng 
of pesticide applicators. 

4. uity 

In Grenada early benefits will be skewed towards full-time 
farmers with holdings greater than five acres, but benefits will accrue to the 
entire cocoa growing membership inthe near term. The full time farmers will, 
in effect, subsidize their part-tien colleagues. Benefit distribution in the 
three other countries will folow a similar pattern, but fewer people will be 
involved as cocoa is not a major crop in those countries. 

G. 	 Environmental Analysis Recommended Environmental Threshold Decision 
for the Regional Cocoa Rehabilitation and Development Project 

An IEE is attached as Appendix D. which covers the Regional Cocoa 
Rehabilitation and Management Project (LOP $3 million). 

A negative determination is recommended for the Regional Cocoa 
Rehabilitation and Development Project. Overall, the project should have 
predominantly positive effects on the biological, humanand physical

environments of project activities: The reasons for this recommendation are 
sunmarized below. 

1. The project will work with a crop that has significant potential
 
to reduce erosion problems in the hillside environments in which itwill be
 
produced. Successful implementation of the project should provide an
 
incentive to extension of cocoa production in pure crop and intercropped 
agroforestry settings with substantial positive effect on soil and water 
conservation and quality. Project work on sloped land will utilize banana's 
as temporary shade while permanent shade tree plantings develop. Soil 
coverage should be good during the early years of planting and cocoa provides 
a basis for a permanent tree-crop based agriculture that ismore inaccordance 
with good land use pratice onsloped lands. 

2. A major thrust of the project will be to reduce the current
 
high, costly and potentially unsound use of pesticides in preventative
 
spraying programs. The project will undertake intensive training and follow
 
up of maj r cocoa grower's in Integrated Pest Management practices including
 
pest scouting, hot spot rather than total stand spraying practices, and
 
pesticide handling and disposal safety. With the assistance of CIPC, farmers
 
and field staff will undergo training for certification as pesticide
 
applicators following EPA guidelines and recommendations.
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3. The project will engage in the procurement and use of pesticides 
only for purposes for research and limited field evaluation purposes under the 
supervision of project personnel, thus qualifiying for the exceptions to 
pesticide procedures as cited in Regulation 216.3. (b)(2) (iii). Manufacturers 
will be required to provide the necessary toxicological and technical data to 
protect human health and the local environment. All residue tolerances of the 
FAO will be respected. 

4. Where applicable and technically sound, cocoa production as an 
understory crop beneath coconuts in St. lucia and St. Vincent will be
 
promoted, increasing the biological diversity on monocropped estates, as well
 
as economic return. 

5. Farmers will be trained in husbandry techniques aimed at 
increasing the density of trees per acre and the effective application of
 
fertilizers to avoid losses through runoff. While these practices are aimed
 
primarily at improving productivity, they will provide ancillary environmental
 
benefits through earlier and denser canopy cover and reduced non-point source
 
contamination of streams.
 

6. Extensive consideration was given during project design to
 
phytosanitary requirements needed for the introduction of higher yielding 
hybrid varieties of cocoa. Direct contacts were made with USDA's APHIS/PPQ in 
Washington; the USDA Cocoa Quarantine Station in Florida; the Mayaguez, Puerto 
Rico cocoa field station; CATIE in Turrialba, Costa Rica; the Barbados Plant 
Quarantine Facility; the Cocoa Research Unit at the Univesity of the West 
Indies in Trinidad; and the FAO Regional Plant Protection Officer in Trinidad.
 

The project will sponsor the establishment of a regional cocoa plant inaterial
 
protocol for cocoa seeds, seedlings and vegetative material.
 

'V
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VII. CONDITIONS PRECEDENT, COVENANTS AND WAIVERS 

A. Conditions Precedent to Disbursement for Major Subprojects 

1. First Disbursement. Prior to the first disbursement under the 
Grant, or to the issuance by AID of documentation pursuant to which
 
disbursement will be made, the Grantee will, except as the Parties may

otherwise agree in writing, furnish to AID, in form and substance satisfactory 
to AID, : 

(a) An opinion of counsel acceptable to AID that this 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; 

(b) A statement of the name of the person holding or acting as 
representation of the Grantee and of any additional representatives, together

with a specimen signature of each person specified in such statement.
 

2. Disbursement for Major Subproject Activities. Prior to any
disbursement or to the issuance by AID of documentation pursuant to which
 
disbursement will be made for any particular major subproject activity under
 
the project, the Grantee will, except as the Parties may otherwise agree in
 
writing, furnish to AID in form and substance satisfactory to AID:
 

(a) Evidence that the Grantee has capable existing management
 
or has contracted or otherwise made arrangements to to secure management to
 
organize and implement activities properly, including the ability to procure

goods and services according to AID regulations;
 

(b) Enter into an agreement with AID prescribing all applicable
 

terms and conditions.
 

B. Special Covenants 

The implementing Private Voluntary Organization shall covenant to:
 

1. Enter into an agreement with Hershey Foods Corporation to
 
provide technical services, personnel, and advice on commercial practices for
 
cocoa rehabilitation and replanting using high management intensity approaches.
 

2. Enter into agreements with implementing agencies in Grenada, St.
 
Lucia, St. Vincent, and Dominica which specify those agencies contributions of
 
staff and other resources for subproject execution and certifies their ability
 
and willingness to comply with AID-mandated reporting requirements.
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C. Waivers 

1. Vehicles 

A waiver is requested of source/origin requirements (AID Code 
000) and of the provision of Section 636(i) of The Foreign Assistance Act of 
1961, as amended, to permit grantee procurement of six four-wheel drive jeeps.
These vehicles will be used by the two PVO advisers in Grenada and by these 
advisers, short-term technical assistance, and staff of the implementing
agencies in the performance of their duties in Grenada, St. Vincent, St.Lucia,
and Dominica. All personel will require sturdy four-wheel drive vehicles to 
provide ongoing technical assistance to agricultural enterprises often located 
in rough terrain. Three vehicles will be based in Grenada with one each in 
St.Vincent (CRD), St.Iucia (SLAA), and Dominica (MOA).
 

A waiver is requested because service facilities and spare parts

for US-made vehicles are not available on these islands and the use of
 
left-hand drive vehicles has proven to be hazardous. Maximum cost for each
 
four wheel drive is$14,000 for a total waiver amount of $84,000.
 

Inapproving such a waiver, AID must find that "certain
 
circumstances" exist. The circumstances include:
 

(a) The inability of US manufacturers to provide the necessary

vehicles, e.g., right-hand drive vehicles; and,
 

(b) Present or projected lack of service facilities and supply

of spare parts for US-made vehicles.
 

Inaddition, AID Handbook 11, Chapter 3,Section 2.6.1.3
 
provides that a source/origin waiver may be approved when "the commodity is
 
not available from countries or areas included in the authorized geographic

code". Thus, it is recommended that a waiver of Section 636(i) of the FAA and
 
a source/origin waiver to permit procurement of the required vehicles from AID
 
Geographic Code 935 (Special Free World).
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VIII. EVALUATION 

This five year subproject will have two evaluations: a mid-term 
assessment in August 1988 two and one-half years into imlementation and an end 
of project evaluation in August 1990 eight months before the PACD. 

The mid-term evaluation should examine progress towards meeting 
subproject objectives, the adequacy of implementation arrangements, the 
timeliness of the disbursement of project inputs and progress made towards 
achieving project outputs. Another subject should be the extent to which this 
project has helped to elicit loans from private and public lending 
institutions. If such lending activity has not occured, then alternative 
measures should be suggested. This evaluation will be expected to require two 
professionals for four calendar weeks each: one cocoa agriculturalist and an 
agricultural economist skilled inevaluation. 

The final evaluation should attempt to analyze the project's impact on
 
the agricultural GDP of each country. This would be accomplished through a
 
combination of analyzing national statistics and conducting on-site
 
interviews. The evaluation team should visit a representative sample of
 
assisted farmers and conduct interviews with managers and owners to determine
 
the project's financial (change in sales, profitability, net worth) and
 
economic (foreign exchange earnings, value added, employment changes) impact.
 
The financial statements for these farms should be made available to the 
evaluation team. The performance of the Private Voluntary Organization and 
any other contractors should also be evaluated. Suggestions should be offered 
on appropriate follow-on activities. 

The final evaluation of this $3 million subproject is expected to
 
require four calendar weeks of a team including an economist/evaluation expert
 
and a cocoa expert.
 

'1{,
 



LOGICAL FRAMEWORK MiAIX 
GOAL, puRPOSF- OUTPUT- INPUT STAT.MENTS
 

To move the cocoa industry in Grenada and the Eastern Caribbean
 
to a new plane of productivity and sustained growth
 
managed by the private sector.
 

PURPOSE: 
To increase the annual export revenues from sales of cocoa using
 

intensified management practices.
 

OQU 	 T: 

1. Increased production and yields among key cocoa
 
growers in the four Windward Islands.
 

2. Increased production from model farmers using improved cocoa
 
husbandry and adopting the hybrid seedling replant technology.
 

3. Formation of Joint ventures with foreign investors to use one
 
hundred percent hybrid seedlings and asbotiated higher
 
technology management systems.
 

4. Demonstration of the feasibility of hybrid cocoa technology.
 
S. Improved quality end consistency in quality in fermented
 

beans.
 
6. Better marketing strategies for forward contracting.
 
7. Increased lending from Intermediate Financial Institutions to
 

cocoa producers
 

1. AID grant to cover technical assistance and other input costs
 
as follows:
 
a. Technical Assistance: $1.72 Million
 
b. Ashenden Research and DeMonstration: $15,S@
 
c. Applied Training: 8175.0O
 
d. Outreach Programs: $12S,006
 
a. Contract Demonstrations: 62S.009
 
f. Commodities and Equipment: $220,000
 
g. Evaluations: 840,009
 
g. Contingency: $390,000
 

2. 	CIDA support to the proposed Grenada Cocoa Corporation ($6.39
 
Million).
 

3. 	Owners' equity.
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MEASURES JZ IMJ ACIEEMN: 

Continued growth in annual export sales of cocoa to 6.4 million
 
by 1995/96.
 

6rowth in annual export sales from $2.2 Million in 1984/85 to
 
65.9 Million in 1990/91.
 

MANTD QE OUTPUTS 

1. IMproveMent of cocoa yields to 1Se lbs/ac on 
lees acres held by key growers and replanting of 
cocoa using a hybrid:clonal Mix to yield 1200 lbs/ac on les 
acres of-land held by key growers. 

2. ImproveMent of yields and introduction of the hybrid:clonel
 
mix on nearly 840 acres of land under the Model farms
 
divestiture program.
 

3. Promotion of at least two joint vmntures between Grenadlns
 
and foreign investors to develop 60 percent hybrid plantings
 
of cocoa on a total of S6 acres if land.
 

4. Demonstration at the Ashenden Estate that an 86:26
 
hybrid:clonel Mix will not affect the premium received for
 
Grenada cocoa.
 

5. One quarter of cocoa sold fermented, stared end shipped
 
correctly.
 

6. Samples and bid documents submitted to at least five buyers
 
for evaluation and bids on at least half of annual salea.
 

7. Intermediary financial institutions to disburse approximately
 
81.25 Million in loan funds to cocoa growers throughout.
 
project life.
 

INPUTS 
in millions of US$)
 

Yr 1 2 3 4 5 

I. USAID/RDO/C 1.096 6.769 6.556 0.436 6.203 
grant funds 

2. CIDA annual support of about $1.25 millon annually over a five
 
year period.
 

3. Investors' contribution: about eS6.565 from private
 
Investors and $1S0.ego from groups and cooperatives.
 



National statistics. sales records of grower associations.
 

National statistics and end of project evaluation.
 

Records kept by RDO/C, the PVO, subcontractors and assisted
 
grower associations
 

INPUTS
 

Records kept by RDO/C, the PVO. and assisted ventures and project
 
evaluation.
 



IPORTNT hSSUMPTIONS
 

I. 	Business investment climate in the Eastern Caribbean remains
 
stable.
 

2. 	Absenze of major weaeher disturbances.
 

1. 	Private agricultur.l enterprises are prepared to expand or
 

seek to develop new ventures.
 

2. 	Governments take necessary structural adjustment measures.
 

3. 	Absence of major climatic disturbances.
 

4. 	The 6CA/6CC improves its marketing strategy and procedures.
 

5. 	No major decline in cocoa prices.
 

OUTPUTS: 

1. 	Implementation targets are Met.
 

2. 	Model Farms Program implemented In a timely manner 

3. 	6CA/6CC improves its accumulation and fermentation practices.
 

4. 	The CIOA-sponsored restructuring effort is effectively
 
implemented
 

INPUTS
 

1. 	AID funds for the project are available as projected.
 

2. 	CIDA monies are available.
 

3. 	The subproject components are sufficiently viable to induce
 
lending from intermediary financial institutions.
 

4. 	Private enterprises prepared to invest to expand or
 
establish agricultural production activities.
 



APPENDIX B 

TECHNICAL ANALYSIS 

A. Background 

Grenada, St. Vincent, St. Lucia and Dominica each has a policy to 
continue cocoa production as a significant part of their agriculture. They

plan to rebuild and increase production through rehabilitaiton or replanting 
of existing plantings. This is a logical and wise policy with excellent
 
prospects for early beenfits to national economies. 

Cocoa has a long history in the Caribbean, but with low yields per 
acre and high costs of production. Previous studies including the Grenada
 
Cocoa Industry-Wide Study Report November 1985 confirm this situation. 
opportunities for profitable cocoa prodcution are small unless the best modern 
technologies and planting materials are used. Best production per acre, 
profitability to growers and benefits to national economies will result if
 
best technologies are applied. Improvements in technologies and planting 
materials are going on all the time and these changes will continue. At this
 
time, it seems certain that one of the more important aspects of cocoa 
production improvement is the use of improved plant materials for new 
plantings and rehabilitation of older ones. All things considered, at this 
time the best field planting materials are the special, improved, selected
 
seedling lines from clones with desired characteristics.
 

In Grenada the CIDA-funded Cocoa Rehabilitation ProjecL has been
 
underway for about five years. This project is discussed in a separate
 
section on that country. Following, two brief sections are given on St.
 
Vincent and St. Lucia.
 

B. St.Vincent
 

In St. Vincent a modest cocoa improvement and develoment project is
 
being conducted by ORD. Recommendations for Grenada will also apply inpart
 
for St. Vincent. ORD inSt. Vincent has already taken steps to purchase and
 
import seeds from CATIE in Costa Rica.
 

C. St. Lucia
 

In St. Lucia a special situation exists in that a U.S. chocolate 
manufacturer (World's Finest Chocolate - Chicago) isdeveloping and renovating 
Union Vale Plantation, using seedling material being imported as seeds from 
CATIE in Costa Rica. Most of this special planting material has been shared 
with the St. Lucia Agriculturalists Association membership. Approximately 
160,000 seeds have been imported and more than two-thirds have gone to the 
Ministry of Agriculture propoagation stations. Plants are sold to growers at 
EC$2.00 a piece. Technolgy and advice are also shared by Union Vale. 
Additional special impetus for St. Lucia to improve cocoa production comes 
from a guarantee by World's Finest Chocolate to purchase St. Lucia's entire 
commercial crop over the next five years at a price above world market. 
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1. Seeds and Rooted Ottings
 

Some refinements are needed in procedures for seed selection, 
purchase and distribution and greater amounts of seed will have to be imported 
if St. Lucia's goal of planting 300 acres per year and an eventual annual 
production of 700-800 tons per year are to be achieved. Approximately 120,000 
to 150,000 special seeds per year will have to be purchased and imported. 

At present the Ministry produces and distributes about 3,000
 
rooted cuttings per year. Since the MOA appears to be partial to the clones
 
they are using and since some of them are indeed good in St. Lucia, rooted
 
cuttings can continue to supply a part of their total needs. However, there
 
should comprise no more than 20% of the total plants distributed, and 
preferably less than 20%. This will depend in part on national preference, on 
the opinion of the first introduced seedlings now three to four years old and 
on costs of the rooted cuttings. The design team's recommendation is to place 
a strong reliance on seedlings. 

2. Extension Service Needs
 

one cocoa officer has been placed on secondment by the MOA to
 
the SLAA. He reviews cocoa planting activities and reports to the association
 
Director, Mr. Renee Ravenaugh. He has inadequate cocoa extension service
 
support, none in fact. The need for greater cocoa extension support is
 
marked. A higher ranking cocoa develoment officer might help to give strength
 
in this area and to get greater extension support for cocoa and cocoa
 
rehabilitation.
 

3. Cocoa Storage
 

St. Lucia faces a serious shortage of modern storage space for 
cocoa. A special cocoa warehouse of 60' x 100', costing perhaps US$150,000 
was cited as a need. This would allow space for special grading or other 
machinery in order to help St. Lucia reach their goal of perhaps 700 to 800
 
tons per year of high quality single trademark beans.
 

4. Rat Control
 

Rats cause heavy damage in the field. No estimates were
 
available, but we saw much evidence of rat presence and damage in the field.
 
A rodent control biologist could make a contributins to these problems which
 
also affect other crops, such as coconuts and most food crops.
 

5. Plant Protection
 

There is no plant protection service or advice at all for
 
growers of cocoa. A Plant Protection Officer, or a Pathologist and Ektomoligst
 
team, perhaps on the AID staff at Barbados, could service all the islands by
 
keeping on top of new problems and by advising on control and on organziations
 
to facilitate control servies in each island.
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6. Propagation Centers 

Of three visited -- Bath, Beausejour, and Union -- only the last 
had good to fair results with cocoa seedlings. The other two had heavy 
losses, over 50% and many weak plants. Proper facilites for cocoa seedlings 
were non-existent or poor. No more cocoa seeds should go to the first two 
stations until facilites are installed or repaired. Saran shade, propagation 
houses, wind breaks, better soil mixes for poly bags, etc., are needed. 
Seedlings from Bath and Beausejour that were doing so poorly had come from the 
same lot of seed as the plants at Union Station and Union Vale Farm, at which 
places they did well, a clear indication of the poor facilites for cocoa at
 
the two first stations.
 

The design team was told that USAID had made a grant to the MOA
 
to repair plant propagation stations. So far this work has not been done.
 

7. Cocoa Under Coconuts
 

This combination exists in many parts of St. Lucia. More 
coconut areas could be underplanted with benefits for both crops. Ifthese 
two crops are to be grown intensively together, close attention should be paid 
to Malaysian work with this combination where high-yielding disease resistant 
coconuts are being widely planted for production and for shade of cocoa. A 
program of introducing hybrid coconuts would upgrade production of that crop, 
would make the coconut/cocoa mixed crop more profitable and would help ensure 
St. Lucia against future devastation from Lethal Yellowing disease of coconuts 
were that disease to enter the country. The hybrid coconuts ( selected dwarf x 
selected tall parents) resist or are immune to lethal yellowing disease. 

8. Irrigation of Cocoa
 

Increaed yields are to be expected from irrigation inareas
 
where a dry season stresses the cocoa plant. Water is available inmany
 
places. A study of drip or low pressure sprinkler irrigation possibilities
 
with cocoa may be justified.
 

9. Crosses Introduced into St. Lucia
 

UF-676 X SCA-12
 
IMC-67 X UF-668
 
EET-62 X IMC-67
 
UF-613 X IMC-67
 
UF-12 X " 
UF-654 X " 

" UF-29 X 

IMC-67 X UF-613
 
IMC-67 X UF-654 UF-667 X IMC-67
 

ISC-6 X SCA-12
 
UF-613 X ROUND 12
 
ROUND 12 X ICS-8 UF-613 X ROUND 7
 

^V
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UF-668 X UF-613
 
UF-613 X ICS-6 
CATHNW X ROUND-12 
UF-668 X IMC-67 

D. 	Cocoa in Grenada
 

Cocoa has a long history in Grenada. Annual exports have ranged 
between 4 and 6 million pounds and have been a major income source. The crop 
fits well into Grenada's development plans. Average prodction per acre stands 
near 500 lbs/acre but could be raised to 1000 lbs/ac by removing constraints 
and adopting some well-known and practical inputs. 

Some special attributes of cocoa are:
 

o 	 It is grown by small as well as large farmers; 

o 	 It is non-perishable and stores well; 

o 	 It can be shipped by sea freight; 

o 	 A market always exists for beans meeting minimum quality 
standards; 

o 	 It's potential for high per acre production has been increased 
by recent research;
 

o 	 As a tree crop it is compatible with soil conservation programs
 
and favors stability of land tenure.
 

The crop is adapted to soils and climates found in many places in
 
Grenada. It complements many other agricultural pursuits. Grenada has a
 
reputation for good quality and their beans have beeen rated by many users as
 
a flavor-type bean. All things considered, it is prudent and timely that
 
Grenada cocoa production be modernized for greater profitability. This will
 
require early adoption of some of the latest research results, most
 
specifically the importation of special seed from CATIE in Costa Rica.
 

It has been said by Cruickshank and others that Grenada has allowed 
cocoa research progress to pass them by while they continued their exclusive 
use of rooted clonal cuttings for distribution to growers. There is no 
question but that many of the GS-clones and others in the 15 or 20 clone mix 
being distributed are very good. They will in fact have to continue use of 
this material until seed imports can be arranged -- trying meanwhile to reduce 
the very high cost of producing the cuttings. 

Grenada can and should make a quick and relatively inexpensive
 
catch-up on cocoa research progress by purchasing and importing special seed
 
from crosses between selected clones. Rooted cuttings cost the CIDA program
 
EC$7.00 a piece to produce. Seedlings will cost in the neighborhood of
 
EC$0.5, probably less. Seedling plants are easier for the farmers to manage.
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They come into production somewhat earlier. There is no sound reason to 
expect that the crop from a properly selected mix of special seedlings will 
alter the character of Grenada's export cocoa if the beans are given good 
post-harvest handling. 

Judicious and early increase in the use of selected seedlings for 
80% or 90% of all distributions will be a big step in putting Grenada back in 
the mainstream of modern cocoa technology. 

A recent report on the CIDA program covers in good detail 
establishment, production, processing, marketing and related activities 
Review of the CIDA report and of other reports, our on-site observations and
 
knowledge of cocoa research arid development elsewhere in the world lead us to
 
recommaend several changes in CIDA's program. These changes have been 
discussed with personnel in CIDA, Grenada, QDB and USAID. They are listed 
below as recommendations: 

o 	 Change over from distribution of rooted cuttings to use of 
superior seedlings from selected parents. The program should 
aim at 80% or 90% seedlings. Cuttings will have to be continued 
until the desired seed can be procured in adequate quantity. 

o 	 Since use of rooted clonal cuttings must be continued for a time
 
-- seek expert help from Trinidad (UWI or the MOA) to improve 
success and reduce the cost of rooted cuttings.
 

o Appropriate cocoa specialists from CATIE, UWI, Holland and 
elsewhere should be brought together to work out with the
 
Grenadians and CIDA the best possible list of seedling material
 
to be imported. These same specialists can advise for St.
 
Vincent, St. Lucia, and Dominica. Specialists to consider
 
include Enriquez (CATIE); Kennedy (LWI); Bartlay (Trinidad);
 
Toxopeus (Holand).
 

o 	 As soon as agreement is reached on what seedling lines best for
 
Grenada, orders should be placed for purchase of the seeds and
 
all arrangemetns made for their safe and legal importation into
 
Grenada and incorporation into the plant distribution program.
 

o 	 While in Grenada, these same specialists should assist in design
 
and estaDlishment in Grenada of new seed gardens using the best
 
known parent clones from advanced research programs in Costa
 
Rica and Trinidad in combination with some of Grenada's own best
 
clonal selections. These advanced seed gardens will, within a
 
few years, produce superior seed for Grenada's planting 
program. Until that time, most seed needed must be purchased 
and imported. 

o 	 The same specialists while in Grenada should advise on design
 
and establishemnt of modest, replicated field trials in which
 
presently available superior seedlings lines can be field tested
 
for performance under conditions typical of Grenadian farms.
 
Those tests will be the basis for future recommendations on
 
field planting material.
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o 	 Spacing for commercial field plantng shoudl be at 10' x 10' 
rather than 12' x 12' to favor higher yields. Individual farm 
circumstances will affect the spacing used. 

o 	 Costs of pest and disease cntrol at 23 cents per pound by the 
GCA are excessive. A plan to have these operations become the 
growers own responsibility is needed. Hand operated back-pack 
sprayers of latest design could serve the one to two acre 
grower's needs. Extension advisory services will need to be 
strengtened iffarmers take on this work. A plant protection 
specialist could give valuable guidance in transferring plant 
protection to the farmers or in reducing costs as currently 
carried by GCA. Improved pest and disease control could raise
 
productivity by 25% or more.
 

o 	 The old seed garden at M.rabeau consists of SCA-6, SCA-12, ICS-l 
and ICS-6. Very limited seed production can be expected from it 
for two or three years, because of this poor condition. 
Seedling trees from these SCA-ICS crosses will produce a crop 
with relatively small beans, but with satisfactory quality
 
otherwise. These few seeds can be used in the distribution
 
program in general mixtures, but the garden should not be 
expanded in size.
 

E. 	Ashenden Estate Description
 

I. 	Facilities
 

Ashenden covers about 48 acres. Eight to ten acres are under
 
cocoa production. Three acres have been laid out in a long-standing cocoa
 
experiment to evaluate accessions. There are scattered nutmeg trees
 
throughout the estate. About 37 acres are unused and overgrown.
 

Infrastructure at the estate includes: 

o 	 propagation shed
 
o 	 potting shed 
o 	 manure shed
 
o 	 storage shed
 
o 	garage
 
o 	water reservoir and reticulation system
 
o 	a small batch drier and floor
 
o 	 a plant nursery
 
o 	 a servant's house and outbuildings
 
o 	 the old estate house and outbuildings
 
o 	 a foreman's house.
 

Additionally, access roads and drains exist. New drains will have to be
 
opened to permit the cofmmercial plots to be laid out.
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2. Proposed Use of the Site
 

A major demonstration/trial of 100:0, 20:80, 40:60, 60:40, 
80:20, 0:100 clonal to hybrid ratios will be performed. This effort will 
require close collaboration with the CRP and the proposed GCC Technical 
Department. It will also require inputs from (RU (Kennedy), CATIE (Enriquez),
Mayaguez, ACRI, and perhaps others. Hershey through .CRIwill provide some 
backstopping. The trial will require good technical advice for set up. It 
does not require full-time TA support. The scientific evaluation committee 
will also be able to support other parts of the cocoa project. Grenadian 
technicians will do day-to-day management and data collection from joint plans 
established with the scientific committee. The PVO and HFC will provide. 
liaison to the proposed GCC Technical Department. Each plot will be split 
into high and current management practices. The main plot size for evaluation 
of ratio effects should be about four acres.
 

Ashenden will also serve as a demonstration site for farmers in
 
the area and for larger growers throughout the island. This effort will be
 
organized through the outreach program. 

3. Budget 

TA Part of LTIA team from PVO. The outreach advisor will spend 
about 10% of his time there. 

STTA. Total of 10 pm over a five year period. Will call on 
other STTA to assist on specific problems. Dedicated TA will also consult on 
other cocoa technology problems, including some travel to other islands to 
compare with hybrid technology that will dominate there. 

$150,000 to cover establishment and operating costs of the trial
 

and demonstration effort.
 

BUDGET TABLE
 

DESCRIPTION FY86 FY87 FY88 FY89 FY90 TOTAL 

STTA 24000 24000 24000 24000 24000 120000 
10 pm 

Experiment/ 
demonstration 30000 30000 30000 30000 30000 150000 

TOTAL 54000 54000 54000 54000 54000 270000 

5. IIE Issues 

Pesticide purchase and use will be supervised by project 
personnel. Itqualifies for exclusion under Regulation 16, Paragraph
 
216.3.(b)(2)(iii). Manufacturers will be required to supply necessary
 
toxicological and environmental data to safeguard human health and the local 
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environment. The site will be used for some training in pesticide application
and IM. See the lEE in Appendix D. Note as well that the bilateral project
543-005 will establish a farmer applicator and certified applicator training 
and registration program. 

F. Recomendations Applying to the Windward Islands 

Assistance from AID or other sources will be needed to improve cocoa 
production. Below are listed recumnendations which must be a part of any
rational program for raising per acre yields, increasing efficiency, improving
quality and for general rehabilitation of the industry. They refer to all 
four Windward countries. 

I. Superior Seedlings
 

Superior selected seeds should be imported from CATIE where
 
there is a wide range of genetic material and an ongoing program of seed
 
production from selected clones. Trinidad (LMI) may also be a source 
relevant authorities there shoud be approached with a view to obtaining

improved plant materials to augment limited supplies at CATIE.
 

This planting material should eventually make up 80%or more of 
plants distributed to farmers. Rooted clonal cuttings may continue to be used 
for up to 20% of total distributions where locally available clones are 
clearly desireable (as in Grenada) provided per plant costs of producing 
cuttings can be reduced and where growers demand cuttings. (Trinidadian

expertise may be helpful in reducing the costs of producing rooted cuttings). 

AID or other assistance will be needed to supply expert advice
 
and to pay for seeds. 

2. National Seed Sources 

Each country should establish at the earliest date their own 
seed gardens. This may require importation of vegetative material of the 
better parent clones and use os those imported clones in seed gardens along

with some of their own best clones (GS-clones in Grenada), for production of 
seed for future field plantings. (An exception may be Dominica if their 
program seems to be too small to justify their own seed gardens. Any country 
can continue to buy and import the best products from other programs). 

3. Field Plots
 

Replicated field plot tests on some modest scale should be
 
established in each coutnry to give a better basis for recommending the best
 
mixes of seedling lines for future distributions.
 

4. Technical Assistance 

echnical advice and guidance for planning and carrying out 1-3 
above will have to be imported. Surveyors of this expertise should visit the 
Caribbean area together as small two or three person teams at the earliest 
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date and should work out together with local specialists, the most promising
 
lists of seedlings for each country and best sources of these materials. At
 
the same time, the experts should design and plan the tests and seed gardens
 
mentioned under 1 and 2.
 

5. CATIE 

At CATIE there has to be a strengthening of evaluation of the 
crop beans coming from each cross or seedling line. Although CATIE has data 
on yields, bean size, reaction to diseases, etc. for some of their older 
lines, more information is needed on all of their many crosses. Some of this 
information has been recorded but not analyzed. There is no project for 
post-harvest investigations at CAIE. Information is needed on bean size, 
average weights and bean variations for each cross, and on flavor qualities
 
and special needs in fermentation of the beans each seedling line will
 
produce.
 

High yields per acre of a particular seedling line is of utmost 
importance but is not the only criterion for recommending it for growers. 
CATIE has distributed 16 millin seeds in the past nine years. Cocoa 
development programs all over Central America and the Caribbean are making 
ever greater use of seeds from CATIE. Soon a significant part of the cocoa 
trees n the area will be of this newer material. All data confirm that good 
or superior cocoa wil come from this newer population, but post-harvest 
evaluations of all seedling lines needs to be done. Itwill be a valuable
 
technical backstop for all producing country programs, will make producers 
more aware of manufacturer problems and will help exports. 

6. Seed Movement
 

Movement fo cocoa seeds between countries involves certain 
phytosanitary considerations and could become a sensitive and obstructive 
matter in some instances. The FAD Regional Plant Protection and Quarantine 
office in Trinidad should be asked to prepare, in cooperation with CATIE, the 
necessary protocols for safety in moving seeds. No vegetative material should 
be imported except via intermediate quarantine at Miami, Florida, Glenndale, 
Maryland and a new quarantine station in Barbados. 

7. Plant Protection 

Plant protection services are non-existent in some islands and 
generally inadequate and too costly in the others. Specialist assistance is
 
needed to overcome this problem.
 



APPENDIX C
 

FINANCIAL ANALYSIS 

A. 	 Agricultural lending in the Eastern Caribbean 

A review of agricultural lending was performed during HIAMP design.

That review is presented as Annex N to the main body of the HIAMP Project

Paper. The interested reader is referred to Annex N for a full discussion of
 
the issues involved in agricultural credit.
 

The 	principal findings of the review were that: 

o 	 Liquidity varies by season, country and type of bank, but that 
sufficient funds are available for agricultural lending; 

o 	 Loans for agriculture and agricultural processing represent only 
three and two percent respectively of the value of all loans in
 
the 	Eastern Caribbean; and 

o 	 Agricultural lending is constrained by three main factors: the 
perception that agricultural activities carry excessive risk, 
the dearth of high quality studies presented by borrowers to 
indicate project feasibility; and the lack of bank staff capable
of analyzing agricultural loans and willing to supervise such 
activities.
 

Using these results the overall HIAMP PP recommended a strategy which combines:
 

o 	 grant and equity financing of agricultural enterprises to
 
improve the financial condition of loan applicants;
 

o 	 technical assistance to prepare high quality feasibility studies 
and business plans; 

o 	assistance from the core contractor and the Caribbean Financial 
Services Corporation for the supervision of loan recipients that 
receive HIAMP grant or equity funding. 

The 	three strategy elements are designed to elicit loan flows from
 

intermediary financial institutions.
 

B. 	Agricultural Credit in the RCRD Subproject
 

.The financial tables describing the production models for cocoa
 
replanting (Tables C7, C9, C10, and C12) show that, as with most tree crops,

farmers will experience negative cash flows for three to four years before
 
achieving substantial positive reflows. One year of net losses will be
 
incurred even for improvement to existing stands. To a certain extent,
 
farmers will be able to reduce this problem by relying on family labor or by

adjusting the ratio between area replanted and area improved, letting the
 

tiJ
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earlier positive returns from improvements carry the costs of replanting.
However, most farmers will need some form of credit to permit them to capture
the greatest benefits from the introduced technology. 

The CIDA-funded Island Wide Study (IWS) of cocoa in Grenada

estimated the need for $2.0 million in loan funds to support overall 
cocoa
rehabilitation efforts with all growers on the island. At the same time they
noted that a fertilizer credit facility established with the Grenada
Development Bank (G)B) was not being taken up. CIDA will undertake a more
 
detailed study of credit needs and underwrite a new credit program if one is

needed. The RCRD will assist farmers to obtain credit from the GDB and other
 
available sources. With the possible exception of the Model Farm program,
most of the farmers the project will work with on Grenada and other island's 
have the asset and existing production base to qualify for credit needed to 
improve production.
 

C. Contract Demonstrations
 

The RCRD subproject must rapidly develop demonstration sites for the

commercial outreach program during years one and two. Because these sites 
will be used for demonstration and in-country applied training programs to 
benefit the entire population of farmers participating in the subproject, a 
$250,000 line item has been established to contract with growers to establish 
and manage the improved husbandry and hybrid seedling planting technology
demonstrations. Farmer demonstrators will sign agreements to follow all
 
recommended practices and keep production and cost records for use by the
subproject and the cocoa industry at large in each country. Using a shared 
establishment cost of $500 per acre on average, about 500 acres of 
demonstrations/training plots will be established by the project.
 

D. Financial Analysis of Production Models
 

Using the financial analysis methodology developed in the HIAMP PP
 
(See Annex N), financial tables were prepared for costs and returns from
 
improvements to husbandry of existing stands and replanting or planting new
 
cocoa fields. These tables (Tables 6-C12) were then used to construct
 
project models according to anticipated rates of implementation (Tables

Cl-C5). The models and their distibution by country are listed in the
 
following chart.
 

rV; 
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Chart C-I
 
RCRD SUBPROJECT MODELS
 

Country Production Model 

Grenada I. Key Farmer Program
A. Improvement 
B. Replanting 

II. Model Farm Program 
A. Improvement 
B. Replanting 

III. Joint Venture 100 % Hybrid
 
Seedlings 

St. Lucia, St. Vincent, IV. Other Windward Islands
 
Dominica A. Improvement 

B. Replanting
 

Each model was subjected to cost:benefit and IRR analysis. The 
results of the overall analysis are contained in Chart C-2.
 

Chart C-2COST BENEFIT AND IRR ANALYSIS OF PRODUCTION MODELS 

B/C @ NPV @15% 
Production Model 15% (USD '000) IRR 

I. Grenada Key Farmer 1.22 746 0.39 

II.Grenada Model Farms 1.13 308 0.28
 

III. Grenada Joint Venture 1.08 110 0.19
 

IV.Other Windward Islands 1.24 729 0.44
 

Aggregated All Model 1.19 1893 0.32
 

The analyses used conservative assumptions about costs of inputs,

labor, and services. 
The higher B/C ratio and IRR on other Windward Islands
 
reflects the higher price that these countries now zcccive for their cocoa and

the presence of an assured market at $1.25/lb for the next five years.

Conversely, Grenada with its tradition bound marketing arrangements is

receiving about $1/lb despite its much larger total output. 
 The lower B/C

ratio for the joint venture use of 100% hybrid seedlings reflects the

exclusion of improvements to existing stands that might be held by joint
 
venture partners and higher management costs that will accrue to such
 
ventures. 
 It reflects the most conservative analysis of joint venture
 
potential. 
Actual joint ventures will probably include husbandry improvements

which will generate earlier returns and rates of return more in the range of
 
the other three models. 

Iv
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Table C2 

6WAPX CO uMIMTED FINACIALIWBGWJT AM REPLNT COSTS AN KT PRICES 

60 40 991 170 00 2 200 2W 2100 M 

WIlT COST/NIYEARI YEAR 2 YEP3 YEAR4 YEA5 YA6 YEAR7 YEARa YEAR9 YEARIO 

SALES REVENM 6 1 316 19M 4516 761666 9476 122266 153266 16i 266 2140668 

nw 
VRIABLE COSTS 23148 14745 311194 556925 611231 612673 65451 661066 77937 728821 

FIXED COSTS 6936 59456 10400 19652 231 2312N 23126 23126 23126 23120 

FIXED ASSETS 67332 66584 172732 3300664 2044 6 6 6 0 
. . 
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9/C IRAI .39 
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Table C3 

C3.%SM.IDTED MM FAN CM IMP0EWT AM REPAT COSTS M RTM FI CIAL PRICES FIFCW LAM LEASE 
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B/C IRRw .28 
@10% DISCCINT 1.19 
@15% DISCOUNT 1.13 
M3% DISCOUINT 1.8 
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Table C4 

joteor Jiot.E..
 
LRER FARER CM REPiT M6TS lITS FINiNCIAL PRICES
AM ALL WHYDID SEEDLING OPTION 

5w 5H 5W 5m 5ft 5 5" 5w 58 5W 

UNITS COT/NI YEAR I YEAR YEAA 3 YEAR 4 YEAMRYEAR 6 YEAR 7 YEAR 85 YEAR YEAR la
9 

-SALES REWMUES S/LBS I I I 1566 3666 46866 SOW 60W66 6686 GUM8 6666
 

TOTAL IN ESTNTff COST S 424955 178416 192692 29931 23 29368 263346 2396 264458 26542
 

* muJ. uu~mJU~~m miii1111U lii gau li iN gell tm miuuii*a iiia 111aniiN li *i** ISEKIE 111Nm 1 m nu** uiu *gmgww11m 
 e uuuu u
**i *igJ**ii ma II 1141*1*mn 


NET BENEITS S -424955 -178416 -42692 96669 174648 2%6112 336660 336110 335542 334958
 

BENEIT/COST AND IRR 

NET PRESENT VALLE TOTAL BEBEFITS COSTS
 
@10% DISCOUNT 321458 1921791 166333
 
@15% DISCOUNT 109547 1425759 1316212
 

@20% DISCOUNT -2883 1179M 1109692
 

B/C IRR- .19
 
01 %DISCOIT 1.20
 
015% DISCOMXT 1.
 
@M DISCOIT .97
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Table C5 

CD.NSOLIDh' ST. LUCIA. ST. VINCENT, AND DOMINICA COCOA REABILiTATION AND DEVELOPWNT C.:B AND IRR FINACI. 
58 3W 790 11W 150 15M 15W 15W 150 15 

UNITS COST/UNIYEAR YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR i0 

SALES REVENUES $ $1.25/LB 19375 128313 3051K 556250 909375 122580M 14625-- 17625M 19625N 20625N 

TOTAL INVESTMET CST 109753 225195 386396 7076H 1021473 945225 997145 1644488 1864420 1074388 

NET BENEFITS -90378 -104883 -1398 -151350 -112 -9 279775 4535 718013 89800 988113 

BENEFIT COST AND IRR 

NET PRESENT VALUE TOTAL BENEFITS COSTS 
@1% DISCOUNT 1158649 5182441 4031792 
@15% DISCOUNT 729074 3801779 3072705 
@20% DISCOUNT 457198 2851671 2394473 

B/C IRRU .44
 
@11% DISCOUNT 1.29 
@15% DISCOUNT 1.24 
@a% DISCOJMT 1.19 



--------

-------
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Table C6
 

= mmu Tm-Im mIlum um nCL RI...
 

41111 VW 5NS I..,9 WAUII W1 ANI Wl V . VNW.N VW 9 to 

MRJ-N u ls 111 . .1 115,1 511. 11. 151.3 

;;Um ;;o 165. 1zoo m1. ma. 151.3 151.3 151.3IqfUL1m Iii .1 NlUg 0,U lt N U,1 3l.3 N,O N5.M N0.M 5U0 Nl.MLU IL.2 ALEmLe ,1 LO L LU LO L0U 6.
 
inmc1 i i.*I L1i LWi 3 3.3 3.10 3.11 3i0 3.d
16 3.1 
RInII,. am0 113 9.1 9.16 'SM 9.3 ',M 9.60 9.1 '9.1 

DMEMu/NIT 6.11W - L. L, 17.4U 17. 1 17.AL 1.10 17.1 17.11 17.1 n7.1 7 
hRt 5. W 17.1. 911. 1 11 II.V 111.0 11.28 55.29 ll.m 11.1v17. II.aI 

urN 5.11W .13 1 7017.1157.1 17.1 1.1 7.16I - 7. 17.11 17.160 17. 
IrIuzlU 1.61m M LU 17.1 17.61 17.0 17.017. 17.16 17.01 17.1 l.11 17.41 
m WIT ,LMO 10 5. I.4 5.0 11.0 11.6 1 I1, 11.6 11. 11.60 11.68 11.66 
PI= O qIL L IM L.OS 11.60 11.0 11.8 11.6 11. 11.0 l5.0 11.0 11.6 11.61i l 


,lTIMM 40/ bI LU0 51.1 60L1 L11 LUS 10 L. LO LU0 5L8 IN 
IHWTh 01/LIJ 1m .10 LU 75.4 1E0 ILg0 OM I. IUN IWOU IlLN IN.E 

UiiUiCOST ga & k3 LU LOS LV LU L67 L617 L7 1.67 1.57 

UTILITID 

MaP mIuwmT ILM LU L, LU L LU ILS. IN IM ii.ft 

UwUTlUoETIC 4.01 5.1 511 LAO1 .11 LQ O1 6.11 6.of 6.LO 

FllJws O10iLl .10 L".6 44 W. Me L 1. LO & ..wo 0 L"O 4O 


]CO/TRSP *.M411i .406 3.11 10 4.0 4.0 4.0 4,1 'U 4.5 4. 

am~ TAX" UJT -a5%yl m1 19.7 38 &n.1 

.04 2'57 L. 3L% d.5Ci1EIIm l/LI 21V 25 35,% 31 36.56 3L51 3.6 

5T1m COSTS 

LANDWIT!AT11PTD1L 

WINTINES3IS .a 214 19.49 17.24 17.71 17.73 17.73 17.75 17.70 '7.7@ .. 

1.1115. 1 ;15.6FI1EIICTS 115.61 115. 1 515.115.11 115. 11 1 . 1 55.11 156 

MIUTMTIW cots DS/A 64661 64.66 14.1 614 64.6 64164.61 14164.1 614.W IW 
mST/ACCT1/ETL mm"U 411 Wil 401 oIM 41 .0 AOMo .M 1.1 Q.* 

NNIC l.M 1.0 I.OFICE SUPqPU I 1.. 10 I . I.0 i.0 1. N
 
EXTOW MIT 250.10 L.U LU0 L0 LU 5.0 LU4 5.U 3. 5. 1-5d0
 

CES 25OLM U6 5U LU LU0 5.U 509 LU LU. 5. m
 

FIle ASSETS 13.m . .0 . 56N IN .1 . . , 

i~l loa Atoi i i t IUILM &A ii mrnm 

Is WISs11111rL .1 

Ud Clur $7.7/15y DAS 7.73 T7.0 
mo" a/Uy MS LUS U0 

Plaktti W/.Ily muYS 5.4 .0 
Tmil.-LAL 12112 UNITI in 
TlES.OLOi 919 UNITS 3.1 
TUS4yMID SU 12112 UNITS .36 
TREN-WORID 90 919 LNlS .36 

OTHECOSTS U0 U .U .U .16 2.1 2L" amU 2.00 :coo 
MZ| 2UU i .1 /A'- #SSTtcnUD 


FER6I11LITY ST6T, imam 

CIT 51.11 


------ Hes a..----------------------------


TOTALN STNENT 661.43 4.44 469.57 5.57 9.57 19.57 49.57 - '"'" 

.............................................---------- - ::::::::::::.: - - ::: - : :::::::::: 

ETBiNEFTI 0 -41.43 244.66 9 1 3143 474.43 1L43 51143 515.43 510.43 5!0.43 
:----------------

http:64164.61
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Table C7 

WA 31 1.0 .0 .0 3114l,Ul U1,l = n T en 1:00m = :I2W, 

msmain mum*6 AL97 3.0 W6.09CUR uiLM ISN 24.39 IM413 3QW. 3133 

wmmu I35.3 I1LIP 111.3 111.11 111.0 111.28 111.31 111.3 111.21 11128 

F1JfUUE In .13I3.U3.U3.9164 U.0 .SSU 3.U3.9U 9L 96.6 
mn= LIAW . LS LN LU LO &NM ILE LN t LN LN 
Pnncm IN 1.0 SOw LO 30 160 168 166 161 160 IN L61 
RUCIm LU 1.21 1M 163 1. 9.66 9.0 9.0 9. 0 9.0 9. %.c 

I w mai 111.3 V.01 111.3 141.38 11.26 11A. M.1 211.29 61.29 281.26 

111 ,Ll/31 33s 1.4 17.44BOO 1/IT 5.I 34.U 17.4 17.0 17.4 17.41 17.4 17.4 17.4 
WD WIL .. /mV BO 5-m 17.4 17.0 11.0 11.6) 11.60 11.61 11.60 11.60 11.64 11.64 
iBWTI1. 6.5.110W 5.318 23 17.40 17.4O 17.40 17.44 17.4 17.40 17.44 17.4 17.4 

FENTILIZII1 oIK DWS 5. 17.4 17.48 17.0 !V.Q 17.O 17.0.44. 17 17.44 17.4 
To Tu Ia13 L3 L1. 11.6 11.0 11.0 11.1 II.. 11.6 11.60 1.0 11.69 

PST0SI.ML15.111 h , 11.0 5.3 LIN 5.3 5.0 L L 5.3 5.310 I5.W 
WANfNU 3.LB SU$A .11 .0 .3 Aft 65.3 613P 1613 IO3. U 1.3 26.36 12.0 

AmmsU MT un &N .3 .U 2.3 4.3 L.33 L.67 LIN LU LU 6.U 

UTItUTIES 

EfIP lNTl ILO ILU liU IL ILU ILU IL ILU IU :10,to# 

DGOTIC TIMOT &4 2.0 3.60 4. 5. 6 .44 7.31 7.2t 7.n9 '.# 

FUITTAP .4/L .04 2.4 04 L.4 &. 2. 2.4 6. 0 4 2.4 0.4i 
C /TiMWMP .M4 .00 1.0 2.44 3.21 4.0 4.1 4.3 4. ..iI.I/A .3 

EXPOTTAXA OUT -l%/YR .15 . .3 11.25 

COIMiili V/L. .14 .3 .1 1.5 23.16 3.0333,50 4&29 4L1. .46 -6.? 

STOAWCOSTS 

LA WTPL.T/IPPUTED 15L11 

CONTI46EICIES .I 1&.53 11. 13.64 14.72 16.21 17.78 19.19 19.19 1). :! 

FIXEDCTS 115.60 115.6 115. 115.6 11UB 115.6 115.6 115.0 15.U :;5.i 

AWIlISTlITI COSTSC 64.60 64.60 64.60 64.0 64.06 64.6 646 4.0 64.66 64.6a ;... € 
Tl/ACT4ISEf.L 26130 4. W.3 4.3 4453 4.0 4.0 AM 45,3 'i.3 4/.?
 

OFICsokicOlmiC 56I3 1.3 I 1.08 1.3 1.3 1.3 1.3 I." 1.3 L.3 N
 
DrIlfA T 2310.3 53 5.0 5.03 5. 1 5.35.3 .0 5 . 5.3 .
 
ilNJLUO S 21OM S.1 5.3 U 5. 5.118 5.0 5.3 .3 5.00 5. 1..0
 

FRED ASSETS 1164.16 . 56.3 6 .3 .3 ,N .M 

tod alaz 1080. YA.M .1
 
a iIPU low 

LAWgN~lO~l 23 2 

L CIlW 67. 7/y 0am 7.76 91.4 
La Prim I9.6/d, 1 .3" 4.4 
Plamrq O.L/uy ONS 5.3 34.3
 

TiS-oJok 12112 UllI 3.6
 
ES-C OWL 19 iNITl 1.13 4I644
 

TAS4-4MIAIO SUB 12112 UITS .36
 
TRIS-ioYilID SED 719 LNITI .36 164.16
 
LAD C KS ISM." 

QT)U COSTS .3 .3 .3 .01 .39 ?6.3 3.3 2.3 2. " .A 

FEASIDILITV loanSTUDY 

EWCA ASIST A5 an f.2 ,
1 261N 2.4 , 

-
i 
- - 5------- s ,.........
---- --- - - - - - - - - - ---------a ::. 44*+ . Wt 


TOTAL'NA061OT 11716 37.2 37L, 409.90 495.73 '49.57 519.44 519.46 5,; ,. - . e
 
------------------------ ..
:-: : ----


PTIWITI $ -117 13-337.-7.4 1 l6 354.27 143 63.6L 66.6 6N.6# 404 
-----: - - -- _.............. ............. ............. .............
 

http:13I3.U3.U3
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Table C8 

MI W -0 WM W = T IWUW W B1TTE MW36 FUIiEC Wm 

1351 /2111 WR 1 VWI M5 V06 VERA two EJIV v9WI
 
PZE 
 UI 2.6 m* EU~l mUIl Im luaU IMLE tiU. ILU103LUll 131 
36K1111 U 1110 101.40 ImL Ims, Im 12080111206110 

Ymum oI 91.43 9173 541.47 7.17 1 SAL. 911.16 391.81 36 1.6 W1.,1L 29,011~ 7 ILO 10111.11nO 0,N IN 12L 2L 2.128LN 

NlIul. I.n UM I, 2I.M21.3 111.3 111.211.3 111.3 111.2g 
FEIMLZW LU .15 SLD1141 111 1,1 91,011 IL" EU gU 0.0S.K " NIImcIII UT LU LS 4I LU0 L LU LO LU LU LU LISTWIcmN 181.65654 NIN LU IN .66 3.41 16U 16U 3.2.66FUIIIE LU ILU1.a IL. IM &.W L4 &W6 9.0 .6 9.46 9.4 

LI=I WId l I6, 161,41 141.11S O 2w4.w 21a.u0 mu aL.a 23L.O 21.66 
WI IWT/T LI/ i .0 3k. 17.40 17.40 17.40 17.4 17.40 17.46 17.40 17.4 127.40

Mi 7 

DIm OiW IESI. M 1 LIN 21113 17.40 17.6 17.4 


IQWTL 1.M 5.11 17.46 17.40 11.46 36.0 34.1 2.3 W4 69.6 464 139.2 
17.46 17.40 17.4 17.4 17.46 17.4FINTILIZIEG IIUM MI 5.U 17.4 17.46 17.46 17.4 17.4 27.46 17.6 17.46 17.40 17.46Te 6 14? /LM M1 IU 11.6 l2.111. 6 201.46 21.* 22.46 12.46 12.4 21.6 11.60 

O,1TAN4110 III/I anW I W;I, '.0 11.0 10 MUAH I NP1I I II. / 1 .1 . LI IN2 N . 4l1 5. 011 7'£ 0 10 6,11 I 816 6 1 2 L,0 l a & 0 I 11 II LNL u 2.0I m " # Lid 

FAWIu81I COSTS 9 LUK 3.Ll 5.60 6.67 .67 IS LU LO LN .N 8.00 

IMTILITEIS 

WIP NINTmARS ILU I&l ILU 1LU LWLU 110 ILU ILI$ 1 6.6 t6im 

WMTIC TfIT 4.46 5.40 .46 LO 7.39 7.23 7.23 7.2 7.2t 7.20 
FEl rTne 64,8/U WI 2.40LW &0 &46 &L .0 &04 2.40 2.40 a.W
 
C1MV TNMu11.0 .1 .64 LU 1U 4.0 
 4.0 4.0 4. 4.86 4.6 A. W 4..4
 
EXOIT TAxAM MIT -256/96 .15 6.25 56.25 37.36
 

COMMSSIONS I/LI .0 29.85 21.8 3L95 A151 4L23 6L29 421 4L2 46.3 EV. -i,. 

S7OWE COSTS 

LNDE.T7 /IAITE ISLE ILE 1 1.0 15LO 251.18L6 150.0 44L1 . 54, i.Q .001. 6 

CI9IETOCIES .5 2L 57 26.99 27.07 26.36 27.85 27.27 29.59 29.59 Nl.43 33.T 

FIXD COSTS 95163 9.3 9503 95.3 95.63 95.91 95.63 95.03 ?!.03 3.b 

A4IS2TRTIM C06TS 64.4 64.66SCM 64.66 64.46£4.66 64.60 £4,60 46£4.64 6.6i4 64,i .. SoplTi;T96/Mfl 2WI.N 23.17 23.87 33.87 i3.87 23.87 23.87 .23.87 3.37 '-3.7 .Wk/coMMUICJPI 5110 .46 .64 .64 .46 .6A.6 .4 .6a .68 .EMZkA.UDIT 26lU 2.98 2.9 2.9 2.9 2.968 a 9. 2.9 2.M8 e.3a .. 18 
WSLRACECDams 2W"L 2.98 a.96 3.98 2.98 2.98 1.9 2.96 2.98 d.3a .a 

ASSETSFIAED 126.41 .6 .N .6 33.41 .6 . . n 7 --.Z 

6 [86MDT isOm 11.33 1.03 
Lis IWasjU i1188008..fl. luau. 1.4 21.46 
L" Cir $7.7/0y DA 7.70 77.W
 
& 1.*ImA1uyDY9 Los


PIlMirg 0.S/may D" In
 
TAM-MOAI. 12112 LIN111 I" 
TREI-.W 919 LNITS IN 
TME+IRoID 012UNI .3btS 
iRES.9VIN55 SO 929 UNITS .36 
LW t6l 1ARSPUDA4 131608U 

OTHECOSS .N .89 .6 .6 23.87 23.67 23.67 2*..5 U., 

FEM IIISTY STUCY 26LU
IWC6C. ASSISTANCE 3if.6 1167 23.67 23.87 33. 

409---
73.66 634.73 .6 61&.44 

-

664.39 720.71 7,# '40-4
TOTAL 

--

,223 635 
-

,? 716.71 

---------------

WETIWITI $ -136.0 I2lia ]6130 377.11 5i14.5 17521127 323.27 53.37 -47357l 
-a:------------------------ ------

http:64.46�4.66
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Table C9
 

F-l in'UW aORn110l 0 au COMG Wif FINICA. PO61ES 

I1tMTVCWAMMill WW4 V VM5 rcM6 MR7 .M6 V19 VMt1 
U I.LU U.O .W .08 Mtm m1.00 711.0 IlS. 1261W 211W 12601W 1261W 

IvUYUJ LU . U1 .0W MW,1 68.60 11 214.6 1211,N 614, 126146, 21146 

I mnmin[in 41W 36L- 41LW 4.A 461W 3IL97 3LM U13W 3. 5331UM
 

m1mU1 1. 3LuIt'"3 1110. 1I1.M 111.1 111.2 111.21 121.26 111.21 
FInTlUIm LU .1 1 0.N 14i6 IN 1 16 W 9.11 50.N 9." 916.5.WIDCIK LITEW 6 1LW 160 LW LN L4 346 LW LW LWTCn3 . 1.10 14 50 3 1 

LA 
6U .L 16 16 IN 166 364RIEC E LE I.26 1AM 1AN &W &W LU 9.6 9A &M L.61 9.69 

Lm MVIPl1 1.6 IW. 111.4 141.3 2111. 211.0111.21 21.20 211.20 281.N 

'AIN IN13T IAMVW SI LW 34.0 17.40 17.40 17.4 17.4 17.44 17.4 17.4 17.6 17.44NoCOl.NTIMY ElO LW 17.40 11.0 11.6 11.U 11.6 11.0 11.60 11.6 11.64 11.64
Dlm CiTL 1.11 LW-s 23.12 17.44 17.40 17.4 17.46 17.44 17.46 17.41 17.44 27.60FEEILIZIU VOV 5W 17.46ON 17.4 17.46 17.46 17.46 17.46 17.44 17.4 17.4 17.46TE N /hAI Ela 5W 11.6 11.6 11.68 1I.U 11. 11.0 11.6 11.64 11.60 11.6 

MU.T 

MOP, iTEW40A. 4 .4I/.0Eli 12.6IN LW 5LWLW LW 0 
 5.0L L 5.ftWUiTIWI $Ll/u /LU .W .4 6W.10 .W .N 7LWm1M.W 121W 22 9..1W 120." 

PC461E COSTS S 2.W .W .W LW k.W LW 1467 LW &M LW &.2 

UTILITIES 

EWIP AIEUT8IS 1W 1. 11W 1AW I.W 1.0 ILW 1 1 2. 10.4 'I.N 

OTC TWOE 24 3.6U44 4.1 5." 6.4 7.21 7.2 7.21 7.34 
FERT/TfWgMu AJ .A64 2.4 2.46 2.46 L 2.4.4 2.44 2.44 Z.40 
COCOA/Tm 46 .W4 .4 .46LI .W 1.28 3.0 4.0 4.0 4.0 4.04 Q.2 

EIPORTAXPHNI MIT -.5%VRl .15 .W .0 1.25 

COMU1SION I/L . .4 .Wt 1. ai, 2.46 34.54 46.4 4L292 4.21 -6.. 

STOME COSTS 

LA RETA-i~CT,14UTED 13LO1WL 151W2 154.0 2 1254 1 5 50.00 154.16f214.4 1 :54. tld.Of 

CONTINGECICES .S 21.L3 L29 20.54 2.22 23.33 25.1 36.69 
 &.H9 26.i9 &6 

FIXEDCOSTS 9.43 q5.63 95.63 95.63 95.63 95.63 95.63 93.63 95.33 5.b 

ADNlNISTPATIVE
COSTSMIrM 64.60 64.66 64.64 64.64 64.64 64.64 64.64 64.61 64.64 64.64 64.64
PMET/lMT El2L 206.0 23.67 eV 23.87 13.87 23.87 .87 23.87 a3.6? Z3.87 '2.i7 
OFFICESUP6146C 

sUIT 
w1 .64 .64 .6 .64 .6 .61 .6 1 .64i .6/E IMmI. 36wO4 2.96 2.96 2.96 a.9 2.96 .6 2.9 2.9 .96 ... 8

IWNCE DWSS 26.4 2.96 2.96 2.96 2.9 .96 3.% 2.96 2.96 .9 2. 

FIXED,WET 521.81 .N .46 .A 33.4 .i, .6 .ft .%V . 

NEOUIm4T low.W 11.93!1ito M41CL5 l66614 2.44
 
LNG 100MT
 
Lwe Clow $.7/o, DRYS 7.76 77.4
 
uML mIOIL1y DAYS IW 4446
 
Plmtlrq I.WAy DAYS 5.4 34.1
 

tIs-o.ow 919 UNITS .
 
TqEES-fII MED12122 .38LAiT 9~1
 
TAEES-i/ Jo1
MID 60 919 WIoS 

OWE COSTS .6 ,0 .A .4 .N 23.87 3.67 3.67 23.87 j.6i 

FEA6IILITt Swbi5ImW
 

TmICm. ASITANCE am"16 2167 43.861 3.67 i3.87 

.... .... .... ... ........ ... .... .... .... ... .... .... ... : : :::-. :::
: : : : :: : : : : :: : : : :
 

TOI WTETT 16.4 44.3 4.3 M2L3 591.12 W626 65W.766&U.716U2.70 5 

:~---------------------ftme--:~ ----------

-


NT AWITS $ 
- ----
........ 

---
....-266444..........-44153I...... 

,-. 377.24...: :::::::::::::::: :::::: ::::::::::::: ::: :::::::::: :::::::::::::::: :,:
- ------ -256146 54.6 54737 547.3m 547.36 54714 

http:tIs-o.ow
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Table C10 

n otuir VdA6odT E.
~~.MIA I3 i WWI um ms wtri FIcIul.poum 

ITS TiII v2 l I M A M4 *A5 O6 V7 WA I 1m9 V1!t 

al~m Ue urn i. .M U U OU0016 MIO0 MIS~ IMIS. RUN M Ul IIS 

IU Ia i 5 U. RU US MSiii121 21 21Wmmlu n -- -- -- - -- - - o *27s a1U VA71Is 311.65 541.44 X52 M3953 395.35 M953539L5 

m 
L5 34l6l .L4 21,6 lh4 IOL45 1&145 12L45 12L45 1141 :&..5 

PfILIM us 21 261.8i I0c.IHM= LU 
.15 

ILU 
202. 161.8 in-.as 162.1! 61.8 11. 18.2LN ILU LIP ID L LID LU LU LilLU


PT1ME LI N 1.0540. SORMMI in ]U I I.N I lie IN(L64,M ILS ILID 9.0 Sol to0 to t.o &a. ma %.iRUICI L 1.171o 113 17o0 13, 5, 9.00l, 9.00 1.00 9I.0 9.,0 

M m(7.0 1. io7. 247.0 167.0 1i.a l.3 16.0 101.3 ll.10 

1011 W W ISo X 17.40 17.0 27.0 17.40 17.40 17.6 17.40 17.4 17.40 
= T iI.MW All" 5.0 17.0 17.00 11.60 11.0 11.00 11.6 11.0 11.60 11.00 11.66II11I mllfAIM 2.ll2L 6 2170 1.40 17.40 17.40 17.4 17.40 17.40 17.40 17.4WTLIlIAI IO So 170M 17.40 17.40 17.40 17.440 17.40 17.40 17.40 17.0 17.4TI PRIAT _11 12.05113I U. 12.00 11.00 22.0 12.0 22.00 21.00 11.0 11.00 22.00 
R6TIKImII,0I.,u . 2.10 2ll 11.0 11.0 11.60 SU 5.10 So .o .IIWUTIls IllI /L .16 .4 .U 1.0U Am an 18 11. lU 12116 122. 
=DlIT ms - LU.02.= U 2. 4.00 5.33 L607 LUS LIS LIS 8.6 

UT1ILITIES 

Map 441TUM 2166 1166 I&*U ILU I.U 1166 20.3 A0. 216 106 Ad.10 
01TIC TUT 2.76 2.73 916 L9 .76 7.516 Sip 7.56 7.50 7.50 

FENTr/TNW I13/li .66 2.70 WI7 2.70 2.73 2.73 WS7 1.70 1.70 V47 a.74
a/TUimpim; / UmjA A .66 1.10 2.40 169 4.66 4.660 4.110 4.3 s20 
EPT TAI AiKCT -8%/yl .15 .0 .0 1.8 

awPsEow Itis .14 .00 .4 1121 2116 1AM 150 40.21 40.23 4ml 4o6. 
5"TWAK CW8S
 

COTIN CIS .05 23.09 L.53 13.1 15.56 17.67 18.26 19.77 19.77 0.7 

FIXEDCSTS 25.I 16.2 207.23 :66.l 269.22 11.26 l.33 12.43 123.57 .!4.7i 
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APPENDIX D 

ECDNOMIC ANALYSIS 

A. 	 Introduction 

This economic analysis assesses the return on the Regional Cocoa 
Rehabilitation and Development Subproject (RCRD) as an investment. The 
economic analysis identifies the social profit of the subproject, its impact 
on the fundamental objectives of the economy as a whole. Project costs not 
borne by the farmer or entrepreneur (e.g. project design costs, technical 
assistance and other grant funded project co-ponents, inputed land rents, 
etc.) are included, whereas they were exclded in the calculation of financial 
return reported in the Financial Appendix (Appendix C.). Further, unskilled 
labor wages and imported raw materials are valued at their opportunity costs 
rather than at posted prices, i.e., shadow prices are applied to these cost 
categories. 

B. Economic Analysis of Production Models and the RCRD Subproject 

The 	process of constructing farm level production models and their 
aggregation into project component models was discussed inAppendix C the
 
Financial Analysis. Each of the farm level models has been subjected to 
economic analysis in disaggregated form in Tables 8 to D14. The project 
component models I through IV have been analyzed in Tables D3 to D7. Finally,
the 	overall project has been analyzed including all AID-related project costs 
in Table El and only that Technical Assistance directly tied to farm level
 
production in Table E2.
 

The costs categories and their valuation differ from the financial
 
valuation in two important respects:
 

o 	Costs borne by RCRD and not by the farmer have been included in
 
calculation of economic returns; specifically, the costs of
 
project design, management and technical assistance, and
 
grant-funded assistance to the producer associations that
 
benefit the individual cocoa grower;
 

o 	Shadow prices have been utilized on labor wages (0.5 times
 
nominal rates) and certain imported materials (1.25 times
 
nominal rates to account for currency overv-iluation). Major

equipment costs associated with the project have been valued at 
broader prices, i.e., they have not been adjusted for import
 
duties, taxes, etc.). Inputed land rental values were applied
 
following the opportunity cost method employed by the Grenada
 
Island Wide Study of cocoa financed by CIDA.
 

Three measures of economic returns to the RCRD Subproject are
 
presented in this section:
 

o 	A benefit/costs ratio coriparing the net present value of
 
benefits and costs calculated at the social discount rate of 10
 
percent -- a B/C ratio greater than 1 shuws that subproject
 
benefits exceed subproject costs;
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o 	 A Net Present Value at the 10% discount rate of the component 
model and overall subproject; and 

o 	 An Internal Rate of Return (IRR) for each component and the 
overall subproject. 

7he results of the economic analysis are given in Chart D-1. 

Chart D-1 
SCOST/BENEFIT, NPV, AND IRR ANALYSIS OF PRODUCTION MODELS 

B/C @ NPV @10% 

Production Model 10% (USD 1000) IRR 

I. Grenada Key Farmer 1.03 445 0.18
 

II.Grenada Model Farms 1.31 516 0.37
 

III. Grenada Joint Venture 1.04 68 0.12
 

IV. Other Windward Islands 1.31 1233 0.37 

Aggregated All Models 1.19 2560 0.25 

All Models Plus All AID Cost 1.08 1229 0.16 
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REGIONAL TROPICAL FRUIT SUB-PROJECT 

1. Rationale
 

The role of the major sub-projects in HIAMP is to influence the way that 
major new initiatives in crop production and marketing are undertaken to
 
restructure national and regional agricultural environments such that private

sector produce growers, buyers, packers, shippers, and sellers can profitably

exploit export market opportunities. The anticipated result will be a
 
significant annual growth in GDP over the period 1985 to 1995 (specifically,

the HIAMP Project purpose is to boost ccntributions of the agricultural sector
 
to GDP by five per cent per annum compounded). HIAMP stresses short- and
 
medium-term returns to the investment of Project resources. 
Within the
 
Eastern Caribbean, tropical fruits are an integral component of the mixed
 
cropping farming systems and provide an important source of farm revenue for
 
many growers. The opportunity exists for a HIAMP major sub-project to address
 
and redress some major production and marketing problems that face the
 
tropical fruit sector, with its existing production stock, in the region and,

thereby, generate significant, immediate and medium-term returns from the
 
tropical fruits sector.
 

Over the past decade, development projects aimed at increasing regional

output of fruits (citrus, mangoes, avocados on Dominica and St. lucia as part
of British Development Division aid projects, in particular) have been 
implemented. They are now showing increased levels of output and are 
projected to show substantially increased output over the next few years. In
 
Table K.l, the estimated production from existing tree crop acreage is shown

with projected production for 1995 - production of selected fruits in the
 
Leewards and Windwards is expected to increase from about 20,000 tonnes in
 
1985 to 36,000 tonnes in less than 10 years time. 
The data displayed in Table
 
K.1 does not reveal four major regional concerns, viz:
 

W Of present Leeward and Windward Island production (20,000 tonnes),
 
only a relatively small proportion enters commerical trade i.e. much of
 
present production is 
never harvested (witness the tonnes of grapefruit that
 
rot on the trees in Dominica) or spoils prior to sale;
 

S The present level of production could be increased significantly

and its commercial value enhanced if (a) production practices were improved

(e.g. improved chemical treatment, pruning, spacing, access to sunlight etc.),

and (b) short-term varietal changes were made (e.g. mangoes from Julie to
 
Tommy Atkins or by top-working marsh seedless grapefruit to produce the much
 
more market desirable ruby red grapefruit for European markets).
 

bJ
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* Of the major tree fruit commodity lines produced in the Eastern 
Caribbean - citrus, mango, avocado - there are immediate potential markets for 
these commodities in North America and Europe (See Annex H - Marketing
Analysis), but there are inadequate marketing arrangements in place to ensure 
that Eastern Caribbean tropical fruit can successfully penetrate these markets, 

a 
 The exploration of fruits to extra-regional markets that have been
 
traditionally grown in the region (e.g. breadfruit) are far below potential,

refle(ting inadequate practices for harvesting, cooling, packing etc. which
 
have led to the establishment of a justly-earned poor reputation for quality
and reliability of supply. There has been little or no penetration of exotic 
and ethnic extra-regional export markets for many of the exotic fruits grown

in the region (e.g. soursop, golden apple, sappodilla, etc.) although they

have wide acceptance in intra-regional markets and potentially, could
 
establish important niche markets in developed countries that have a
 
relatively high Caribbean immigrant population.
 

These four major concerns define a unique opportunity for a
 
Regional Tropical Fruit Sub-Project to have a substantial short- and
 
medium-term impact on tree crop export revenues and, thereby, contribute to
 
the attainment ct HIAMP objectives. The sub-project can provide 
a
 
market-driven focus identifying specific markets
through: for regional
tropical fruits; linking buyers and sellers of the produce; and strengthening
 
existing and building new and private sector institutions for collecting,
 
grading, packing and exporting marketable produce; and improving and expanding

the existing production base within the region. The sub-project will gain

wide support from governments, growers and tropical fruit trade participants 
in the region as it addresses known and fundamental weaknesses in the tropical
 
fruit production and marketing system.
 

2. Sub-Project Description
 

(a) outline Description
 

In advance of formal design of the sub-project, it is
 
premature to identify the specific nature of the components; however, it is
 
possible to sketch out the type cf project inputs and the sub-project
 
implementation picture in general terms.
 

The central purpose of the tropical fruit sub-project is to
 
get tropical fruit exports moving, i.e. to generate export sales revenues from
 
fruits grown in the region; the major mechanism for achieving this will be
 
using sub-project resources to establish a vibrant, private sector-led, export

marketing system in the region. 
The nature of the marketing organizations

that will be the institutional vehicles for expanding fruit exports may well
 
vary by island. For example, the sub-project may have a leading role in
 
establishing a Tropical Fruit Growers' Association in St. Lucia as the major

institution responsible for organizing production, collecting/grading/packing

produce for export shipment via CATCO to the U.K. market. Alternatively, this
model may not be appropriate in,say, St. Vincent where a privately-owned

corporation might be supporLed by project resources to undertake
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collection/grading/packing/exporting functions on behalf of Vincentian
 
growers. 
Or, yet again, a combination of the above Vincentian/St. Lucian
models might be most appropriate i.e. Growers' Association in a tri-partite

joint venture with a local private sector company and an extra-regional party

representing interests at point of market. 
The design team will identify the
 
model which is most appropriate for each supply country.
 

While the central implementation focus of the sub-project is
the establishment and launching of marketing institutions and arrangements for
 
regional tropical fruit produce, there will be other complementary and
 
similarly fundamentally important components:
 

A comprehensive assessment of consumer and trade
 
requirements for existing commercial tropical fruit products in key export

markets will be undertaken. Initially, the focus will be on the 'main-line"

commodities mangoes, citrus and avocados, but will also extend to fruits that
 
are grown in the region but are not sold commnercially in extra-regional

markets (e.g. soursop, sugar/custard/star/mammey/golden/malay apples,

sappodilla, genip, mombin, tamarind, passion fruit etc.). 
 In conjunction with

regional marketing system participants, buyers will be contacted in export

markets and trading arrangements outlined and negotiated. 
Test marketing of

main-line and exotic fruits will be undertaken to "iron-out" start-up problems

in the export marketing systems.
 

X In conjunction with HIAMP core contractor staff in the

region and in the U.S., interested U.S. investors/joint ventu::e partners will
be identified and introduced to regional private sector marketing firms to
 
provide U.S. marketing expertise and, as export volumes develop, to gain
secure market access to the U.S. for selected exotic produce. In this
 
respect, if St. Vincent and Grenada are awarded "Fruit Fly Free Status" in the
U.S. (the possibility is now being investigated by U.S.D.A.), then, there may

well be substantial interest from U.S. fresh produce marketing firms as these
 two countries would be unique sources of some fresh tropical fruit to tne U.S.
 
market, e.g., passion fruit.
 

* Explore the feasibility, select a location and 
institutional vehicle, and establish a regional export market development

service which would: ensure compatability and market acceptability of export

grades and standards, negotiate on a regional basis on fresh produce air and
 sea freight rates with transport carriers; and provide a source and
 
distribution point for regional supply and extra-regional export market

intelligence. The Regional marketing participants can access existing

extra-regional market intelligence sources 
(e.g. WOLEACP market bulletins, ITC
tropical produce European market telex service, etc). However, there may be
 
advantages in establishing a centre for collecting, synthesising, and

disseminating market intelligence from an existing institution in the region
 
e.g. CATCO (although conflict of interest problems might negate this
 
location), Regional Growers' Association, etc.
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W Technical assistance would be provided for production 
and marketing planning, production/post-harvest/market problem-solving, short
and long-term management assistance to private sector (firms, grower
organizations, national/regional service agencies etc.), and training of 
appropriate personnel inproduction, marketing and business management
practices and procedures in general. Within this component, assistance would 
be provided to upgrade present production practices to improve the quality and 
quantity of exportable produce. 

W Capital items would be provided by the sub-project to 
upgrade the marketing infra-structure within the region. This would include
 
the construction of collecting/grading/packing facilities and purchase of
 
required post-harvest equipment, building of cool storage units etc.
 
Similarly, project funds would be utilized in smoothing out transportation

flows and improving selected transportation facilities within the region, such
 
that the cost efficacy of trans-shipment between islands for extra-regional

shipment to export markets can be improved. 

(b) Sub-Project Funding and Financial Plan 

$'000 
FY 87 FY 88 FY 89 FY 90 LOP Total 

Production and
 
Marketing Infra-structure 500 1,500 1,500 500 4,000
 

Export Market Development
 
Assistance 100 100 100 100 
 400
 

Technical Assistance 200 200 200 200 800
 

Trairing 200 200 200 200 800
 

1,000 2,000 2,000 1,000 6000
 

The total cost of the Regional Tropical Fruits Sub-Project is
 
estimated to be $6 million. 
Purchase of commodities for infra-structural
 
improvement in the production and marketing system will amount to $4.0 million
 
over the life of the project; a market development fund of $100,000 available
 
in each fin-mcial year will provide facilitatory grant funding to remove
 
constraints that are halting export flows. Technical assistance and training
 
costs are estim-ited at $1.6 million over the life of the project.
 

3. Sub-Project Design Steps 

Within the first six months of HIAMP implementation, the core
 
contractor will assemble a team to initiate and complete the design of the
 
Regional Tropical Fruits Sub-Project. The Sub-Project will be designed to
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Handbook III standards, and submitted to the Director RDO/C for immediate

authorization. 
The purpose of the Regional Tropical Fruits Sub-Project will
be to contribute to the attainment of the HIAMP goal and purpose through

generating profitable sales of tropical fruits in,initially, Europe and

Canada and, subsequently, as export volumes increase and export marketing

systems develop, in U.S. markets for exotic tropical produce.
 

(a) Structure of Design Team
 

The Sub-Project design team should comprise the following

functional specialists and time inputs:
 

Time Input 

- Person Months -

Team Leader and Senior Marketing Economist 3
 
Tree Crop Agronomist (Major commodities) 3
 
Post-Harvest Specialist 2 
Agro-Processing Specialist 1 
Marketing Institution (O&M) Specialist 
 2
 
Financial Analyst 
 2
 
Tree Crop Agronomist (Specialized exotics) 1
 
Transportation Economist 
 1
 
Regionally-based General Agriculturalist 
 1
 

WTAL PERSON MONTHS 
 16
 

The elapsed time for completion of sub-project design will be
3 months. Estimated costs of technical assistance for design completion are
 
$192,000 (i.e. 16 p.m. x $12,000).
 

(b) Design Steps - Major Components 

i. EValuation of Existing Tropical Fruits Production and
 
Marketing Situation
 

Review and prepare synopses or relevant existing
studies, reports etc. Review documentation on existing and planned tropical

fruits development projects. Special attention will be given to the results
of the ILCA study at fruit production inSt. Lucia. Undertake initial series
 
of field visits, contact with production and marketing syst-n participants,

national/regional agencies, Governments etc. 
This would include undertaking

field visits to existing export markets (U.K./Canada) to discern

buyer/potential buyer reaction to regional fruit supplies

(quality/reliability/price etc.)
 

Documentation of existing production and marketing

situation (including comprehensive review of existing systems).
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* Analysis of relationship between existing/projected
supply and demand for main line fruits, opportunities for exotic produce not 
currently grown on a commercial scale. 

Specification of the existing roles of institutions
 
in the production and marketing system (including growers, grower

associations, other farmer organizations, private sector traders, national an
 
regional agencies, extra-regional shippers, national governments), and

discussions with same to ascertain aspirations of each group in future
 
expansion of export trade.
 

W Identification of constraints to export market
 
development for tropical fruits 
- agronomic, producer organization, service
 
agency support, post-harvest, transport, marketing facility aveilability and
 
adequacy, access to export markets, institutional (private sector and public

sector), human resources, access to finance, governments etc.
 

ii. 	Specification of Initiatives Required to Stimulate
 
Export Market Development
 

Assessment of required initiatives to remove key

constraints in the system. 
 Evaluation of impact on.systems performance of
 
individual and aggregate constraint removal. Specification of options to be
 
considered as components in sub-project. Liaison, discussions with systems

participants to discern reaction to various options.
 

* Sub-project conceptualization. Identification of 
conceptual outline of major components, from representation at point of 
market, back through the export marketing system - transportation,
post-harvest, production, extension, production and marketing input supply,

and specification of the type of organization and nature of involvement of
 
each agency in the system. Discussions with system participants, government

representatives to discern reaction to conceptual outline and to refine
 
outline.
 

iii. Definition of Sub-Project Major Components
 

W Detailed description of sub-project components.

Specification of roles and responsibilities of system participants, required

capital inputs, management assistance and training, service agency support,
 
government policy considerations etc. Preparation of implementation plan,

sub-project budget, analysis of expected returns from investment (financial
 
and economic).
 

Presentation, review and approval of sub-project
 
proposal by RDO/C.
 



TABLE K.I 

ESrI4ATEi, CROP PRODUCTIONI FRLJM PRESENT TREE CROP ACREAGE 
IN -THEEASTERN CARIBBEAN RElIOtjVIN 1985 AND WtICED AQ(EAGE AND Ii )UcrION FOR 19951/ 

11- (GAPEIT (RANGESAcres L IMS OIaiER CITlUSProdu AcreA Produ Ares Produ Acres Procu Acres Arciucre Produ Acres 
MANGES AVOCADOSProdu Acres Produ Acres1985 Tons 1995 Prod; Acres ProduTons 1985 Tons 1995 Tons 185 Acres Prodo Acres ProduTons 1995 Tons 1985 Tons 1995 Tons 1985 Tons 1995
O y 1985 1995 1985 1995 Tons 1985 Tons 1995 Tons19i5 1955 
 1985 1995 
 1985 1995 
 1985 1995
 

Antigua/

Barbuda 15 45 3U 75 
 25 75 45 125 16 64 18 
 69 3 5 
 5 I0 222 666 262 786 26 
 65 66 165
 

St. Kitts/

Nevis 15 2U 17 54 3U 
 3U 32 109 10 12 12 
 54 3 2 5 
 10 3U t4U 34 83 10 20 14 38
 

w-tnicawt5,042 1,692
1,615 
 7,057 1,217 580 1,417 
2,800 1,235 1,220 1,3U5 3,175 50 75 80 200 598 6U0 712 
1,74U 238 163 288 640
rd 450 156 530 1,963
 

a Lucia-. 410 377 415 821 600 600 660 1,68 lOU 100 120 360 75 10U 75 150 35U 250 620 1,810 150 20 150 300rd 140 23 145 
 865
 

St. Vincent 
+ Genadines 111 167 121 3U7 50 375 
 60 405 180 182 182 189 16 
51 21 61 300 2,296 400 2,596 91 315 101 335

Grenada 234 2,113 254 2,173 
 198 917 208 
 942 68 332 
 78 357 50 75 
 60 125 217 1,702 257 1,762 117 1,549 157 
 1,639

Sn--TDtal 2,990 
7,943 3,204 13,315 2,120 2,5"0 2,422 
6061 1,6U9 1,910 1715 4,204 197 308 246 556 1,717 5,564 2,285 
8,777 632 2131 776 3117
 

Region 3,136 2,499 4,2U1 
 8,859 2,236 868 6,805 7,U68185b 4,690 1,9U8 14,859 541 5511,063 2136 1,046 2188 3,541 
 5,773 2,799 6,048 3,683 12,678 

Region 
 6,126 10,442 7,4U5 22,174 4,356 3,445 9,288 13,129 3,465 6,600 3,623 19,063 738 859 1,309 2692 2,763 7.752 5,826 14,550 3 431 8 180 4,459 
15.795
 

_/ Includes Mntsrrat, Antigua, St. Kitts, Wadeloupe, Martinique, Doainica, St. Lucia, 
St. Vincent, renada, Barbados, Trinidad 

2/ ltntserrat, GWadeloupe, Martinique, Barbados, Trinidad. 

Includes estimated increases in production from 1985 acreage plus expected output frnm
proposed new pro)ects and plant propogation stations in the region. 

4/ wt: white grapefruit; rd: red grapefruit 

Source: 
Adapted tron British Development Division (Eastern Caribbean), 'Rview of
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LEEWARD ISLANDS DIVERSIFICATION SUBPRQJ)CT 

A. Subproject Rationale 

This subproject will assist the Leeward States, Antigua and St.

Kitts-Nevis. 
In both states, agricultural growth and contribution to GDP have

been lagging. Crisis in the traditional agriculture sector has led to the

concentration of productive resources in the public sector. 
This subproject

will attempt to demonstrate that profitable agriculture is possible and
 
thereby encourage private sector individuals and enterprises to invest in
 
agricultural production.
 

The HIAMP subproject intends to demonstrate the benefits of
diversification through the introduction of high-technology and mechanized 
crop production for tne export market. The technology, management, and exportsales will be extendied to St. Kitts, Nevis and Antigua, bringing direct
benefits to their programs of crop diversification.
 

B. The Necessary Preconditions
 

HIAMP will seek to match a U.S. producer or buyer of Sea Island

Cbtton or other exotic crop with local investors and growers in a joint

venture enterprise. The Subproject will provide the major training inputs for 
a 40-acre demonstration farm, intending to teach local famers the use of
mechanized production, using the most efficient and high-yielding practices,with supplemental irrigation. A second objective of the 40 acres is to grow
sufficient high-quality seed for a full 1000 acre enterprise in the following
year. Should the test results of the 40 acres prove that the 1000 acre farm

is profitable, HIAMP will support the 1000 acre diversification with technical

assistance, infrastructure, and training inputs, for two years.
 

A decision to lease land which ispresently utilized for sugar
production, cattle grazing, or other marginal operations will be problematic,

involving hard choices over the best use of limited resources. The respective

Governments are currently grappling with these issues and formulating

agricultural development plans which include fostering private investment in
agriculture. The design for this subproject is delayed until mid-1987, to

allow time for the respective Governments to put their diversification plans

in place, before the design team begins its work. 
The Core Contractor and
RDO/C will examine the diversification climate by early 1987, and determine
 
whether the design team should be called forth as proposed, or decide to
 
revise the subproject and thus the composition of the design team.
 

j* 
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C. Subproject Design Steps 

As presently conceived, the design team would investigate and
structure the subproject described below, with a focus on the introduction ofmodern agricultural techniques for the production of Sea island Cotton orother exotic crops. In this instance, the HIAMP team charged with the designof the Leeward Islands Diversification Subproject will consist of a
leader and four specialists as follows: 

team 

Team Leader - M.S. degree preferred but a minimum of B.S. degree
with at least five (5)years experience in international
 
agribusiness projects, two of these in project design. 
He/she could

be an agronomist or agricultural economist but should have broad
 
agricultural knowledge i.e., irrigation, mechanical row-crop

farming, plus agriculture engineering aid oil-seed
 
crushing/processing. Experience in the Leeward Islands would be a
 
large plus.
 

Cotton Specialist - Minimum of a B.S. degree with some experience in
international agr~l.siness preferable. 
A cotton agronomy background

including knowledge of long-staple 'exotic' types of cotton is

essential, including manual and mechanical harvesting techniques.
 

Agronomist - Minimum cf a B.S degree in agronomy preferably with
 
some international agribusiness experience. 
This specialist should
 
be strong in rou-crop farming of legumes (pigeon peas), 
corn and

vegetables. Experience with irrigated crops plus a 
mechanical
 
aptitude would assist.
 

Agricultural Economist/Markting Specialist - Required is a minimum 
of a B.S. degree (M.S. preferred) with a major in economics and
marketing. InteLrational experience in agricultural project design,

marketing and cost analysis, also required. Practical experience
 
preferred over academic.
 

Irrigation/Water Management Specialist -
B.S. degree with a major in

agricultural engineeLing, irrigation design and water management.

Some international experience desirable  experience in irrigation

studies, resevoir construction and reverse osmosis studies ismost
 
desirable. 

Person-months for the Design Team: 

Team reader 8 weeks 
Economist 8 weeks 
Cotton Specialist 6 weeks 
Agronomist 6 weeks 
Irrigation Specialist 6 weeks 

MrTAL 34 weeks 
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The estimated cost of approximately $102,000 will be met from within the Core
 
Contract.
 

Approximately nine months after launching HIAMP, the 	Core Contract
will assemble the design team with a charter to produce the design to Handbook
III 	standards for RDO/C approval within three calendar months. 

Major steps in the design are: 

o 	 determine the results of prior-year's Sea Island Cotton crops,
yields, quality, water management, fertilizer, pest control,
ginning, baleing, and transportion. Compute a rate of return to 
existing technology; 

o using projections from high-yielding technology, mechanized land
preparation and harvesting (if that is a technical possibility),
determine rate of return to investments in modern long staple
cotton production on the islands; 

o 	 examine irrigation options using ground water and 	surface water 
storage methods; if options exist, calculate the costs and
 
benefits of supplemental irrigation for the cotton crop, and
 
full irrigation for a summer crop;
 

o Examine the seed stock being used and develop a program for
 
special selection of Sea Island Cotton seed to be used topropogate a purified variety of cotton on the islands; 

o 	 Determine suitable land to use as a test site for a 40-acre Sea 
Island Cotton farm. If the returns are profitable and leases 
can be negotiated, design a one-year training program for local 
farmers on how to prepare, plant, cultivate, fertilize and 
harvest Sea Island Cotton or other relevant exotic crop using
mechanized equipment; 

o Complete the design with methods for supplemental irrigation for 
the 	crop, and plant a sunmer crop to improve returns to capital

invested in the enterprise; 

o Using the 40 acres as a base, grow sufficient specially selected 
seed for 1,000 acres. Design a subproject which supports the 
planting of 1,000 acres of a marketable crop by private 
investors; 

" 	 Using subproject facilities to assist the government to allocate 
increasing amounts of land for conversion from marginal uses

into other marketable crops In subsequent years.
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D. Subproject Description
 

1. Subproject Components 

a. Crop Conversion, Training, and Pilot Project Activity 

A forty acre block of land prefcrably with no more than four 
(4) degree slope, will be the basis for this activity. In year one, all of
 
the forty acres will be utilized for: (a) seed production, (b) training and
 
(c) a pilot project for Sea Island Cotton or another marketable export crop.
 
1his pilot activity would be a joint venture with a U.S. producer and local
 
growers and entrepreneurs, with a significant HIAMP contribution for
 
infrastructure, training and technical assistance.
 

Fbrty acres will produce enough seed to plant one thousand 
acres. It will also be a training ground for tractor operators, mechanics, 
field foreman and administrative personnel. his seed farm training centre 
will become a pilot project easily convertible to large commercial scale 
projects. Machine and equipment use and calibrations for cotton, legumes, 
grains, and vegetables will be taught at this pilot farm This component will 
be linked to the following extension of the subproject. 

b. Extension to a 1000-Acre Commercial Farm 

By the beginning of year two, one thousand acres of land 
under marginal production will be converted to another marketable export
 
crop. With irrigation, a second crop, i.e., corn, soybean, or selected
 
vegetables, could be produced with the same personnel, equipment and machinery
 
with only a few exceptions. The subproject will support the private

agricultural enterprise with infrastructure inputs for the leased land,
 
training and technical assistance for two years.
 

c. Agro-processing Possibilities
 

Outgrowths from these activities will be edible
 
oil-extraction (from cotton seed or soyabean), resulting in both import
 
substitution and exports of edible oil and other byproducts. Poultry and 
cattle ventures will benefit from locally-produced high quality-feed, now the 
major constraint to development of these industries. Production of grain

soyabean and corn integrates well with such a ytar-round planting program. 
HIAMP will use its investor search capacity to locate interested U.S.
 
investors to join with local growers and entrepreners to take advantage of the
 
opportunites which emerge from the profitable 1000-acre production enterprise.
 

2. Subproject Cbjectives
 

The goal of the subproject is to demonstrate the profitability
 
to farmers and to the government, of diversification and private management ot
 
agricultural resources on land presently being cultivated uneconomically.
 

'V
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The purpose of the project is to provide major increases in 
export earnings from Sea Island Cotton or other marketable export crops grown
and sold through the private sector. The Design Team will quantify realistic 
targets for these earnings, by year.
 

E. Selection of Sea Island Cotton as the Major Subproject Activity 

There are four reasons why Sea Island Cotton is viewed as a crop
 
with major potential for this subproject:
 

1. The price is right
 

In a market-led project like HIAMP, a very high (multiples of
 
the price for other cotton qualities) price of $4.50/lb of lint cotton
 
connands attention. The cotton is "exotic", in high demand and short supply

for the specialized clothing market held by the Japanese. Preliminary
 
analysis of returns to modern technology at the existing price shows
 
exceedingly high profit margins, see the Sea Island Cotton examples in Annex
 
I. Calculations at 50 percent of the existing price, which might be feasible
 
for a large-scale cormercial operation, show continued profitability, at rates 
which would attract foreign investors. Combined with a summer crop (which

depenes upon the establishment of irrigation), Sea Island Cotton would be a
 
high-return investment under modern, high-yield, mechanized production.
 

2. Land/Capital Ratios are Highly Flexible
 

Sea Island Cotton demands more labor than the U.S. short staple
 
variety, but the ratio of mechanized to hand-labor can be varied to fit the
 
conditions which would prevail. There is understandable concern over the
 
plight of the former plantation workers. When the time comes for
 
diversification a choice must be made which provides continued high levels of
 
employment. Sea Island Cotton has that capacity, and the design team will
 
provide options of capital intensity for the enterprise at varying labor wages
 
rates.
 

3. A Familiar and Well-Researched Crop
 

Sea Island Cotton isan old, familiar crop in the Eastern
 
Caribbean. Production has been highly variable, with highs in the mid-1970s 
of 150,000 pounds of seed cottoi, to lows in 1980 of 8,000 pounds on Nevis. 
At present, about 200 acres are planted by producers cooperatives, with high 
pink ballworm infestation, little spraying, low fertilizer, and attendant low 
yields., Sea Island Cotton has been an object of research since 1947, and a 
large volume of documentation has been assembled on cotton production, 
planting periods, harvesting methods, soil erosion control, intercropping and 

/
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double cropping. Ten years ago, the Tropical Products Institute completed a 
study on, " West Indies Sea Island Cotton: The Economics of Mechanical 
Harvesting and Processing" (March 1975) which set forth the costs and benefits 
for the conditions of the mid-70's. There is a broad body of literature on 
the technical specifications of the crop, and the details of maximizing 
inputs, land and capital. This will make re-introduction of Sea Island Cotton 
far more easily acceptable than a new crop line not previously grown in the 
Leewards. 

4. Investor Interest
 

An American investor has been promised 4,000 acres on St. Kitts 
for the production of Sea Island Cotton. Best bets are that he will bring far 
fewer into production, since the lands are outside those best suited to 
mechanization, that is, outside the sugar cane production area. But he and 
others are interested, including the John Deere Company, which is assisting in 
mechanized Sea Island Cotton trials on Antigua and Barbados. Were there is 
investor interest, there is a profitable enterprise waiting to be discovered. 
With the government seeking a way out of its economic morass, the market 
paying high prices for output, and private investors willing to ante-up equity 
capital, the subproject has s~ifficiently strong assets to justify inclusion in 
the early stages of design. 

F. Subproject FUndings and Financial Plan
 

1. Subproject Funding Estimates
 

FY 88 FY 89 FY 90 LOP 
$ '000 Tbtal 

Production and
 
Marketing Infrastructure 200 400 400 1,000
 
Technical Assistance 200 200 200 600
 

Training 200 200 400
 

TOTAL 400 800 800 2,000
 

2. Financial Plan
 

Financial costs related to the Leeward Islands Diversification 
Subproject may, like the Quick Response Activities, take the form of equity 
purchases in an agricultural enterprise chartered to test Sea Island Cotton 
production and then grow it commercially, with grants for technical assistance 
and training. Since the land to be used for the enterprise will need to be 
leased from the government, improvements to the infrastructure through grants 
would be feasible. The Design Team will consider alternative funding 
possibilities for the subproject and present these for review by RDO/C prior. 
to completing their design. 
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REGIONAL MARICULTLURE
 

A. Rationale
 

The dominate physical feature of the Eastern Caribbean region is the vast
 
expanse of water surrounding each island state. Ingeneral, the fishery
 
resources of these waters are not sufficiently abundant to support the degree

of exploitation practised in temperate regions, but these waters do offer
 
significant potential benefits. Inparticular, the ocean environment is
 
easily accessable, non-polluted, and year round warm temperatures. These
 
attributes are particularly suitable to a number of intensive mariculture
 
enterprize alternatives. Given this resource base, it is appropriate to
 
initiate and support selected mariculture enterprizes that show promise of
 
contributing to new exports, economic growth, and diversification.
 

B. Design Steps
 

The design team will evaluate seven species of animals/plants already

identified as holding the greatest potential for eventual commercial
 
production in the region (e.g. molluses, brine shrimp, fin fish, algea, cray

fish, prawns, crabs, and penaeid shrimp) to establish priorities. The focus
 
will be on the adaptation and implementation of technical innovations required

to initiate sustainable mariculture enterprises. The major steps include:
 

-	 Estimating the technical feasibility of potential innovations;
 

- identifying and describing specific sites where impleentatic:- is
 
believed most feasible;
 

-	 determine how proposed techniques "fit" into existing fishery ::ystems;
 

- detail design of recommended pilot initiatives, including i."chnical,
 
management, and financial aspects.
 

C. Description
 

Below ispresented a brief synopsis of the mariculture .ntiatives that are
 
likely to be undertaken.
 

1. 	Marine Algae
 

Projects to culture Gracilaria species may be implemented to extend
 
development work recently completed in St. Lucia with IDRC support. These
 
projects would involve:
 

a) 	an initial survey to identify promising culture sites and assess
 
local markets for "sea-moss"
 

b) 	short-term intensive training of personnel from areas selected
 
on the basis of (a), preferably in conjunction with the on-going
 
St. Lucia project


c) on-site technical assistance with establishing plots

d) provision of basic equipment for culture
 
e) continuing access to technical counsel
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Local fisheries personnel should be cognizant of these projects, but
 
should not bear responsibility for day-to-day activities unless trained
 
individuals can be assigned on a full-time basis. 
Because this isa proposed

evaluation/

adaptation/demonstration activity, provision should be made to hire and train
 
local personnel for the initial effort. Expatriot personnel (e.g., Peace
 
Corps or other PVOs) may be a valuable adjunct to these projects, but must not
 
replace local participants. Ifpilot projects are successful, future support

should be confined to costs of training and equipping individuals or
 
cooperative groups in establishing similar culture operations. Potential
 
sites include Antigua, Grenada, Grenadines, and St. Lucia.
 

2. Bivalve Molluscs
 

This project should be undertaken to assess the mariculture potential

of common Eastern Caribbean bivalve molluscs. For reasons of efficiency, this
 
should be done in an established mariculture facility experienced with culture
 
of bivalves. This project would provide estimates of growth, culture costs,

available markets, and feasibility for application to the RDO/C countries. A
 
brief survey would also be made to determine the occurrence of promising

species in these countries, and location of potential culture sites.
 

3. Brine Shrimp
 

This pilot project should be undertaken based on the AID-funded
 
assessment of mariculture potential of indigenous Eastern Caribbean brine
 
shrimp. This project would include:
 

a) manipulation of a 20 hectone pond to produce brine shrimp
 
biomass and cysts


b) a temporary applied research component to identify optimum

culture conditions
 

c) trial marketing to local, regional, and extra-regional consumers
 
d) access to technical expertise and facilities for problem-solving
 

and to monitor product quality.
 

Because this is a technology evaluation project, a project manager

experienced with pond aquaculture and preferably with brine shrimp is
 
essential, along with a local counterpart/trainee who can reasonably be
 
expected to assume a managerial role in the future should also be included.
 
Local fisheries personnel should be cognizant of the project's status, but
 
should not be expected to assume responsibility for daily operations.
 
Potential sites include Antigua, Grenadines, and St. Kitts.
 

4. Fin Fish
 

Aquaculture organizations in Martinique are collaborating with the
 
South Carolina Sea Grant Consortium in a promising series of projects to
 
culture marine fin fishes. A pilot project should be undertaken to extend
 
this experience to selected RDO/C countries. This project would include:
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a) identification and evaluation of potential sites for fin-fish
 
cage culture in the RDO/C region
 

b) short-term intensive training in cage culture techniques

c) on-site technical assistance with establishment of local culture
 

operations
 
d) provision for continued access to technical expertise and
 

facilities for problem solving as well as results of research
 
dealing with diets, disease control, maturation, etc.
 

e) feasibi;ity analysis of expanded operations, based upon actual
 
operating costs of pilot facilities and local market conditions
 

f) identification and quantification of target markets and
 
marketing trials.
 

Guidelines for staffing of these projects are similar to those
 

described for Marine Algae projects.
 

5. Freshwater Prawns
 

Projects currently underway with these species in the Eastern
 
Caribbean should be closely monitored. Additional small projects should be
 
undertaken at other sites if the prognosis for existing projects is
 
favorable. These projects should include:
 

a) technical consultation and assistance with site selection
 
b) short-term training in culture techniques

c) on-site technical assistance for start-up and initial operation
 
d) provisio for continued access to technical assistance
 
e) economic and social feasibility analyses on a site-by-ite basis
 
f) identification and quantification of immediately accessible
 

markets
 
g) determination of how best to handle post-larvae supply problem
 

to allow snall farms (up to a few hectares) to develop and
 
prosper.
 

6. Mithrax
 

Pilot scale activities begun in Antigua to culture "Caribbean King

Crab" should be continued to establish the viability of this technique as an
 
industry appropriate to the RDO/C countries. Particular attention should be
 
paid to:
 

a) biological production parameters (growth rate, mortality,
 
permissable density of animals in cages)
 

b) economic production parameters (costs of culture, space
 
required, manpower required)
 

c) processing and handling
 
d) trial marketing
 
e) envirorunental impacts 
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It isparticulary urged that commercial feasibility be clearly

established (i.e., at least 10,000 crabs should be reared and marketed with
 
sufficient financial return to exceed production costs) before additional
 
support isgranted for extension to other areas.
 

7. 	Penaeid Shrimp
 

The factors which have contributed to the success of shrimp

mariculture operations elsewhere are not prevalent in the Eastern Caribbean,

and the level of capital investment and risk make this a dubious proposition

for local participation. However, there may be potential for developing
Penaeid shrimp for export as seed shrimp to Ecuador or for developing simple 
culture systems for native Penaeus schmitti. A project should be considered 
to determine distribution of this species around the RDO/C islands, and to
 
evaluate its ease of culture in simple systems.
 

D. 	Preliminary Financial Plans
 

FY 88 FY 89 FY 90 LOP TOTAL
 

Production & Marketing
 
Structure 100 200 100 400
 

Technical Assistance 200 300 300 800
 

Training 	 50 100 150 300
 

TOTAL 	 350 600 
 550 1,500
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FINANCIAL ANALYSIS
 

A. Overview of Agricultural lending in the Eastern Caribbean
 

1. Liquidity and Interest Rates
 

The liquidity of commercial banks in the Eastern Caribbean
 
varies by season, country and type of bank: public versus private. Most
 
foreign commercial banks operating in the EC region try to minimize their
 
exposure by funding loans exclusively from local deposits. Thus, during times 
of economic recession with slow deposit growth or conditions that promote

capital flight, liquidity shortages result. However, when liquidity is tight,

commercial banks may raise funds on the Eurodollar market, with the customer
 
accepting th. exchange risk. These types of arrangements only are made for
 
well-known, larger-scale customers with bankable projects. The liquidity of
 
the public comercial banks which finance public sector activities, usually

exhibiting poor repayment rates, often is very tight.
 

During the past year, private commercial banks have
 
complained of an excess of liquidity due to high minimum deposit rates and
 
lack of what they consider to be bankable projects. The Eastern Caribbean
 
Central Bank prescribed a minimum rate of four percent to be paid by

commercial banks on savings deposits effective January 1985. While interest
 
rates on short-term deposits were increased to this level, inAntigua and
 
Barbuda interest rates on longer-term deposits fell during first six months of
 
1985 by 1.5-3.0 percentage points. InSt. Kitts and Nevis, rates on 6 and 12
 
month time deposits declined by .5percentage point. InSt. lucia, where
 
liquidity was tight, rates increased by as much as 2 percentage points. No
 
change in deposit rates was made in the other EC countries. The general

decline in term deposit rates reflected improved liquidity in the banking

system as well as a general decline in international rates. lending rates
 
ranging between 8-18 percent however, did not reflect this situation and
 
remained unchanged in all territories.
 

In January-June 1985, commercial banks' cash reserves to
 
deposits increased from 13.7 to 14.4 percent and liquid assets to deposits

from 30.0 to 31.2. Similarly, the loans to deposits ratio declined from 80.8
 
to 78.2 percent. Due to commercial banks' perception of the lack of sound
 
investments, many currently maintain more than the reserve requirement with
 
the ECCB -- earning zero interest. The relationship of commercial banks'
 
deposits and advances during June 1982-June 1985 is shown in Table N-I.
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The other major source of loan funds in the region -- the

Caribbean Development Bank -- also has sufficient funds to meet most
 
agricultural financing needs during the next few years. 
Additional sources of

financing for agricultural projects include the Latin American Agribusiness
 
Corporation, the Caribbean Food Corporation and the Caribbean Financial
 
Services Corporation. All complain of lack of projects that meet their

criteria. 
The $4.3 million CFSC discount facility established by USAID/HDO/C

to discount loans to conui ercial banks has had no customers to date.
 

2. Volume of Loans to Agriculture
 

In June 1985, loans for agricultural production and
 
agroprocessing represented only 3 and 2 percent (about US$ 20 million in

total) of the value of all loans, respectively. (See Table N-2.)

Conversations with comercial bankers indicate that the overwhelming majority

of agricultural loans were for traditional crops 
-- bananas, sugar, nutmeg

and cocoa. 
Those loans disbursed by private banks invariably went to old
 
trusted customers. Personal loans to purchase real estate, durable consumer
 
goods, and other items received by far the largest share of loan funds 

about 31 percent. 
 Bankers prefer sucn loans since they are well-secured, and
 
relatively easy to dispose of in case of default. 
Loans to government and
statutory bodies (prifmarily from the state-owned commercial banks) and trade
 
activities each received 15 percent of total loans. Despite commercial bankers
 
predilection for short-term lending, loans with terns over three years

represented 49 percent of the total.
 

During 197U-84, the Caribbean Development Bank iiDB) only

lent (directly and indirectly through the government-owned Development Finance

Corporations) about US$ 25 million ror agricultural production activities in
 
the six HIAMP-assisted countries. (See 
1able N-3.) In 1984, CDB loans to all
 
member nations in agriculture, forestry and fishing totaled about $1.7
 
million --
$1.1 million of which went to a fishing venture in Trinidad and
 
11bbago. The remainder, about $590,00U was disbursed chiefly to St. Kitts and
 
Nevis.
 

USAID/RDO/C has provided $12.5 million to the CDB through the

Integrated Agricultural Development project and an additional $6.5 million to

the Regional Agribusiness Development project. The first project had to be
 
extended three times due to slow disbursements; finally RDO/C deobligated the

remaining $2 million. 
The second credit line has only provided one loan to a

privately-owned firm. The project has a completion date of March 31, 1986 and
 
RDO/C plans to deobligate about $500,000.
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ECCB AREA 

QUARTERLY ANALYSIS OF LOINS AND ADVM(S 

(000's Omitted)
 

Dec. Dec. Dec. Dec. Jun. Sop. Dec. Nar. 4 Jun.
 
1980 1981 19F2 1983 1984 1984 1984 1985 1965
 

Agriculture 34,690 36,386 35,722 71,676 35,204 34,678 33,566 38,438 33,944
 

Manufacturing 55,015 66,453 67,078 75,009 79,816 80,937 83,814 81,767 87.648
 

1. Food & Non-Alcoholic
 
Beverages 16,282 15,983 16,425 18,024 19,C85 !8,901 19:363 18,201 20,0!62
 

2. Clothing & Accezsories 6,705 8,717 6,646 C,9,S ] 9./113 8,625 8,719 10,147 %I_# 
3. OLh- Indistries 32,027 41,753 44,007 47,5'99 0,3!; 5-,211 E5,';32 33,419 57,383
 

DiztribuLive Trades 113,522 12P,063 JAl ,-93 1F1 ,45-1 '9,3Cj 152,_i- 14;,EqI 1-3,782 16_ ,57" 

TDixism 25,447 35, /,4 5, :2 3,555 "A0,402 76,718 77.074. 71,27 r9.51L 
Etertc-=-nt x Ctering 7,300 7,6f.3 9,2fq lu.7.;3 :0,99 j,19 10,241 9,:31 !1.-41 

.;,ncU- .it 46,t5i 5,521 5;2 ,649 ),f26 52,2": 63,1-.! 64.i5lnr-!,3;.t 

ties s,-2o 66,. ! 

Cnstruction & Land 
.".ve2!,r.nL 35,,7F " ,) 2j ., ,473 7.. , .J,i. - ' 73,,z751 

Puzi c ut,- 9,L81 '5. ",539 1 ,_"611,452 13,7"- 10, -'. 

", 

& SItutov
-errm.ant
pzWes 97,255 116.732, -45,168 152.,368 15",714 !7U,:?"4 170,167 164.331. 171,3;2 

Professional & Ot!.-r 
Sarvic.s 9,6td3 12,1551 15,494 ),.80 17,113 1S,493 23,L3 29,4.7 n,U."

"
 Per--Lunzl 179,785 2*,j 4-50,214 2-10.618 2",S.?25 1. 04 324.Q.3 3.!,331 360,(:
IHouse & L.and 9i,- 63 127",416 140,17" "_12,'3 16,2'-Irchas_ 105,_7,' 1-3],555 145,014 -96 
1. Dube oznser C- u 29i5 150,939 51,016j 1,5571 6,14 145,014 1 839 149,61S 16S,824
 
2. Dur&bl- Consswaer Cocci.- 29, S57 50,929 !$1,0i7 51,67-- G7,-b4 73,[C-I 83,3731386,466 92,042 
3. Other Personal 55,24 i [, 2j, 71,711 82,391 81,434 92,274 93,771 95,2A: 99,213
 

Other Advances 47,032 45,001 57,19 67,556 81,9e9 73 96* P4,74.1 82.710 C!,951
 

Total 662,148 781,854 890,641 9"9,643 1,022,626 1,070,780 1,101,991 1,120,078 1,160,183
 

of Long Term Loans 43.1 46.6 49.0 49.5 47.6 49.3 48.6 48.9 49.4 -0 
to Total Loans 
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TABLE N-3 

DISRIBUTION OF CARIBBEAN DEVELOPMENT BANK LOANS,
ODNTINGENT LOANS, EQUITY AND GRANTS APPROVED (NET

FOR AGRICULTURE, FORES-IRY AND FISHING 

1970-84
 
(in '000s of USD)
 

ALL SECTDRS 
(A) 

AGRICULURE-
(B) 

B/A 
(C) 

Antigua/Barbuda
Dominica 

16,924 
33,621 

4,569 
6,388 

.27 

.19 
Grenada 
St. Kitts/Nevis 
St. Lucia 
St. Vincent/Grenadines 

20,941 
19,982 
45,550 
35,946 

5,026 
1,19 

4,555 
3,235 

.24 

.06 

.10 

.14 

IDTAL 172,964 24,972 .14 

w Approxination extrapolated from colwun C 

Source: CARIBBEAN DEVELOPMENT BANK, 1984 ANNUAL REPORT 
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3. 	Constraints to Agricultural Lending
 

The low lending activity to agriculture is not a result of
 
the unavailability of loan funds, but rather the inability of agricultural
 
projects to meet the criteria established by lending institutions. Even the
 
Development Finance Corporations (DFCs) that were founded to provide smaller,

longer-term loans with lower collateral requirements than those imposed by 
commercial banks have adopted a more conservative attitude. This isdue to
 
the generally poor repayment rates of their agricultural loans. Inpart, high
 
delinquency and default rates are due to the borrowers' inability to pay.

However, reportedly a significant portion of loans are not repaid because
 
farmers perceive no obligation to repay a government entity.
 

Conversations with bankers indicate that three main factors
 
constrain lending to agriculture:
 

o 	 the perception that agricultural activities carry 
excessive risk; 

o 	 the dearth of high quality studies presented by
 
borrowers to indicate the feasibility of the operation;

and
 

o 	 the lack ot bank staff capable of analyzing agricultural
 
loans atid willing to supervise such activities.
 

The bankers' uneasiness about risk only can be alleviated by
 
presenting collateral sufficient to cover the loan amount in case of default.
 
T1he amount of collateral required depends upon a variety of factors including
 
knowledge of the entrepreneur and past borrowing history. Ingeneral,

comtercial bankers require collateral to cover about 200-300 percent of the
 
value of the loan. Real estate is the preferred type of security; imany

comnercial banks are extremely reluctant to accept non-fixed assets as
 
collateral (e.g. equipment) since they may decline rapidly in value. When
 
accepted, new equipment is valued at 75 percent of original cost.
 

Another factor influencing risk is that many prospective

clients lack the equity or permanent capital base necessary to leverage
 
additional debt. Many of the HIAMP uRA cases presented in Annex I already are
 
fully leveraged and could not receive loan funds without additional investment
 
capital.
 

1(
 



ANNEX N 
Page 7 of 31 

The lack of high-quality feasibility studies that bankers can
 
use to judge the viability of the agricultural venture is another complaint.
The feasibility study must include an analysis of the production process,marketing, management and administration and financial aspects of the project.Poorly-written and packaged studies, even if technically sound and financiallyviable, are likely to be dismissed by commercial banks. In response, the DFCsconduct feasibility studies on behalf of potential borrowers. 
However,
borrowers complain that such feasibility studies often require six to nine
months to complete, thereby delaying the loan approval decision.
Administrative procedures, ingeneral, are extremely cumbersome. 
Among the
commercial banks, only Barclay's Bank has a 
full-time agricultural credit
specialist on its staff. 
The other private commercial banks do not have

technicians competent to analyze and supervise agricultural lending -particularly for non-traditional crops. 
Inaddition, the private commercial

banks do not wish the increased administrative costs associated with
 
supervised lending programs.
 

B. 
 Strategy to Promote Lending to Non-Traditional Agricultural
 
Exporters
 

The HIAAP project intends to help remove the constraints that have
limited agricultural lending in the past. Chart N-1 summarizes the major
constraints to lending and the HIAMP response.
 

CHART N-1
 

Major Constraints to Agricultural Lending and HIAMP Strategy
 

Major Constraint 
 HIAMP Strategy
 

1. Lack of sufficient acceptable I. Quick Response Grant &collateral to cover the loan. 
 Equity Funds will improve the
 
financial condition of HIAMP
Insufficient investment capital 
 loan applicants.


(assets) to leverage the loan.
 

2. Lack of high-quality 
 2. Core contractor will prepare

feasibility studies 
 feasibility studies to meet
 

IFI needs.
 

3. Lack of commercial bank 3. Core contractor and CFSCcapacity to analyze and 
 will supervise loan recipient

supervise ag. loans, 
 that receive HIAMP funding.
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It is assumed that these measures will be sufficient to promotelending to HIAMP-assisted projects. Experience learned during the first two years of project implementation will determine whether these are necessary bunot sufficient conditions. A study should be conducted during the first yearof project implementation to determine what additional incentives might benecessary to promote lending to non-traditional agricultural activities. 'IWo
potential mechanisms include the establishment of: 

o a guarantee fund for pre-export financing and post-shipment

insurance of perishable commodities to promote short-term 
lending operations; and,
 

o a 
rediscount facility to provide loan funds exclusively for
non-traditional agricultural activities at lower cost than
 
commercial banks' current sources of funds.
 

Section VIII on Evaluation and Special Studies provides further
 
information on the rationale and content of this study.
 

C. Caribbean Financial Services Corporation
 

1. Background
 

The Caribbean Financial Services Corporation (CFSC) was
 
incorporated in Barbados in July 1983. 
 Under its charter it may conductbanking operations, including off-shore banking, but may not accept deposits.

'he thirty-two shareholders of this privately-held corporation include
international financial institutions (Chase Manhattan Overseas Banking Corp.,

Citibank N.A., German Finance Company, Barclays Banks International, RoyalBank of Canada, International Finance Corporation, etc.) and private Caribbean
corporations (Neal and Massy Holdings Ltd. T. Geddes Grant Ltd, Barbados

Shipping and Trading Co. Ltd., for example) (see Table N-4 for a complete listof shareholders). As of October 1985, the Corporation nad issued 26,500 shares 
for cash subscriptions of $2,650,000. 

Since the CFSC is a development finance corporation, it has
received a ten year exemption from income taxes; after 1994, annual profits
over Bds $10 million (U.S. $5 million) will be subject to a nominal .5 percent

tax rate. During the initial years of operation, CFSC has adopted a
conservative lending posture to build a substantial loan loss reserve and

sound reputation. 
This reserve is intended to cover losses resulting from
higher risk lending that CFSC intends to undertake in later years. Thus,

subloans must meet standard loan criteria:
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Table N-4
 

LIST OF CFSC SHAAHQDERS 23RD OCIOERU , 1985 

Names No. of Shares 
-ae 
 uS$100 Each
 

Barbados Shipping & Trading Co. Ltd. 500 

Cave Shepherd & Co. Ltd. 125 
125
Plantations Ltd. 


A. S. Brydens & Sons Ltd. 125
 
125
Life of Barbados Ltd. 


Neal & Massy Holdings Ltd. 1,250
 

T. Geddes Grant (B'dos) Ltd. 250
 

T. Geddes Grant (Jamaica) Ltd. 500
 

T. Geddes Grant (St. Vincent) Ltd. 250
 

Angostura Bitters Ltd. 500
 
250


S. L. Horsford & Co. Ltd. 
 1,250
Grace Kennedy Ltd. 

125
Dominica Coconut Products Ltd. 
 250


David DaCosta 

Goddard Enterprises Ltd. 502
 

215

Gleaner Co. Ltd. 

Jamaica National Building Society 158
 

1,000
Barclays Bank International 

1,000
Bank of Commerce Trinidad & Tobago Ltd. 


500
Bank of Commerce Jamaica Ltd. 

500
CIBC Toronto, Canada 

,00
RBC Trinidad & Tobago 


1,800
RBC Toronto, Canada, 

McEnearney Alstons 500
 

1,500
Chase Manhattan Overse3s Banking Corp. 

3,000
Bank of Nova Scotia 

2,500
Citibank, N.A. 


Royal Bank Jamaica Ltd. 600*
 
3,000
International Finance Corporation 


250
British-American Tobacco Co. (B'dos) Ltd. 

250
T. Geddes Grant (Guyana) Ltd. 


3,000
DEG - German Finance Company 


26,500
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adequate collateral, sufficient cash flow to cover debt servicing requirements

and knowledge of the loan applicant's character. However, CFSC differs from
 
the conservative private commercial lending institutions in the Caribbean in
 
that 	it:
 

o 	 extends longer term loans; 

o 	 grants grace periods of up to five years; 

o 	 allows co-financing from cormnercial banks to be paid 
first; and, 

o 	 assists loan applicants in designing an appropriate 
financial structure for viable projects. 

Upon its incorporation, USAID extended a US$12 million loan 
supplemented by a $400,000 grant to cover technical assistance and evaluation 
expenses. The $12 million soft loan (two percent interest only for first ten 
years; three percent interest plus principal repayment for subsequent ten
 
years) was to be divided among $4.3 million for discount operations with
 
comnercial banks, $6.7 million for direct lending activities and $1.0 million
 
for other financial services including leasing operations, warehouse bonding

and inventory financing. Following a favorable evaluation of CFSC's
 
performance and credit demand analysis conducted in June 1985, USAID increased
 
its loan funds to $17,335,000. The completion date of this project is
 
December 31, 1989. At present, the USAID loan and shareholder capital provide

the sole source of CFSC loan funds.
 

As of December 31, 1985, CFSC's loan committnents to 22
 
companies totaled $5.3 million of which US$3.5 million had been disbursed.
 
Loan size ranged from US$25,000 to 400,000 and was distributed as shown in
 
Table N-5.
 

TABLE N-5 

DISTRIBUTION OF CFSC LOANS AS OF DECE14BER 31, 1985 

Manufacturing and Assembly: 5 Barbados: 6 
Agroprocessing: 6 St. Lucia: 5
 
Tourism and Hotels: 6 Antigua: 5
 
Other Construction: 3 St. Kitts: 2
 
Marina Renovation 2 Guyana: 2
 

Grenada: I
 
Belize: 1
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As shown, CFSC has diversified its portfolio in terms of
 
sector and geographic area. Almost all loans have been to help existing

operations expand their plants or purchase equipment. Although the portfolio

is too young to determine its quality, only one loan representing .7 percent

of the portfolio is in arrears. CFSC has avoided loans for agricultural

production due to (1)their high-risk nature and (2)the lack of an
 
agricultural credit specialist capable of analyzing such loan requests on
 
CFSCs staff.
 

CFSC also has not made any equity or convertible debt
 
financing arrangements, consistent with its risk minimization strategy.

Commercial banks have not used CFSC's $4.3 million discount facility to date
 
and are not expected to increase their demand in the near future.
 

CFSC expects its fiscal year-end portfolio in March 1986 to 
be about U.S.$4.5-5.0 million and a net income of US$90-l00,000. Future
 
projections are for net profits of $246,000, $475,000 and $664,000 for the
 
next three years.
 

2. CFSC Role in the HIAMP Project
 

CFSC will be in charge of administering and monitoring the
 
two Quick Response Fund windows: the Grant Fund and the Equity Fund. The core
 
contractor will be responsible for preparing the feasibility study and
 
supporting documents required to approve the disbursement of grant and/or

equity funds. 
A Project Review Committee consisting of the USAID/RDO/C HIAMP
 
project manager, the core contractor and CFSC's QRF manager will discuss the
 
merits of these projects and financing plans. Final approval for QRF
subprojects can only be given by the RDO/C Mission Director. 
To promote quick
start-up, USAID will have two weeks to review these documents, hold
 
discussions with the Project Review Committee and request tirther information
 
from the core contractor. After the resubmission of documents, RDO/C will
 
have two additional weeks to approve/disapprove the subproject.
 

Upon receipt of written approval from RDO/C, CFSC will then
 
make arrangements for the disbursement of funds. In cases in which
 
organizations receiving grant funds lack the capacity to contract tor needed
 
services, CFSC will ensure that capable management is provided to perform this
 
role. Many farmers' associations, for example, lack the management and
 
financial expertise required to contract and supervise grant-funded assistance
 
in accordance with AID regulations. Grants may be used for technical
 
assistance, accounting and auditing services, equipment purchases and/or the
 
construction of facilities for non-profit entities such as cooperatives,
 
associatidns or groups. 
It is expected that the core contractor will suggest
 
names of individuals who could perform the technical assistance activities
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and, when appropriate, use home office support to help contact these
 
individuals. CFSC will be responsible for monitoring each subcontractor's
 
progress, ensuring that funds are used for items in accordance with AID
 
regulations and source/origin requirements and reimbursing expenditures upon 
receipt of appropriate documentation. 

Equity investments will be made directly by CFSC after ADO/C 
and CFSC approval. A fair valuation of shares based upon audited financial 
statements should be completed prior to RDO/C approval. CFSC will be 
responsible for ensuring that all necessary legal documents have been filed 
prior to making any investments. Unlike grant funds, which will be disbursed 
over time against actual expenditures, payment for equity investments will be 
made at one time upon receipt of stock certificates. 

The CFSC/URF project manager or assistant project manager
 
will become a member of each finn's Board of Directors with meetings scheduled
 
on a quarterly basis. In selected cases, CFSC may wish to designate another
 
individual with expertise in the finn's line of business (preferably living on
 
the island in which the firm is located) to represent CFSC's interests on the
 
Board. The 8oard of Directors will review the firm's quarterly financial
 
statements, approve future financial plans and large expenditures, set
 
salaries of senior management, and provide general policy guidance. CFSC will
 
analyze the financial status of each investment based upon audited annual
 
financial statements. This analysis should present a financial review of the
 
operation (analyze cash flow, balance sheet and income statements), compare
 
actual performance to projections (noting major reasons for discrepancy), and
 
present detailed plans for the forthcoming year's operations. An analysis of
 
the effect of the firn on net additions in value added, employment and foreign
 
exchange earnings should also be included.
 

D. Criteria for QRF Subprojects
 

I. Eligible Subsectors
 

Equity and grant fund recipients must be involved in
 
agricultural production and/or agribusiness activities whose output will be
 
sold primarily to export markets. Import substitution activities can only
 
receive funding if a detailed economic analysis (using shadow prices and
 
eliminating transfer payments, subsidies, and tariffs) demonstrates that
 
import-substitution is preferable to imports. Eligible subsector activities
 
include the production, processing, packaging and marketing of plant and
 
animal (including fisheries,mariculture) products with good export potential.
 
Farm inpqt supply and custom service operations would be excluded unless they
 
were closely integrated into an export promotion venture.
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2. 	 Type of Enterprise and Use of Funds 

a. 	 Equity Funds
 

Only private, for-profit firms would be eligible to
 
receive QRF equity investments. Grower associations and cooperatives do not
allow private companies to purchase shares. Whenever appropriate and
 
possible, such non-profit ventures will be encouraged to join for-profit
companies. Equity fund investments may be used for any appropriate business
 
operations. The use of investment, grant and any loan funds raised by the firm
 
will be delineated in the feasibility stuay.
 

b. 	Grant Funds
 

Profit-making firms (sole proprietorships, partnerships,

limited liability corporations) could use grant funds for the following

purpose:
 

o 	 technical assistance inmanagement, financial
 
accounting systems and audits, raw material
 
sourcing, agricultural production methods and
 
technology, packaging and post-harvest handling,

transportation, process engineering, plant design,

and international marketing of output; and
 

o 	 limited commercial research and development only in
 
cases where substantial profits are expected to be

earned within two years of the R&D activity.
 

Non-profit organizations (cooperatives, associations,

farmers groups, etc.) and government institutions will be able to use grant

Eunds for more diverse activities. Inaddition to funding technical
 
assistance activities, grant funds may be used to:
 

o 	 purchase inputs for export agriculture: seed,

fertilizer, pesticides, labor, equipment, land
 
leasing costs;
 

o 	 develop land through leveling, well and water
 
retention structures, fencing, irrigation, drainage

works, soil and water conservation structures;
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o 	 construct processing, packing and storage
 
facilities;
 

o 	 construct infrastructure (feeder roads, etc.);
 

o 	 conduct marketing tests; and
 

o 	 cover transport charges. 

Each of these activities would only be grant- financed
 
if they were closely tied to an agricultural export activity and no
 
alternative source of funds were available.
 

3. 	Equity Investment or Grant Size Range 

The minimum equity fund contribution is $20,00; no 
minimum grant size will be imposed. The administrative and monitoring
requirements attached to each investment explains the need for a minimum level
 
of equity fund investment. The combination of grant'and equity funds cannot
 
exceed US$50U,UU per recipient. Non-profit institutions that are not
 
eligible for equity fund investments, thus, can receive a maximum of
 
$500,000. Each grant to a non-profit institution can only cover 90 percent of
 
the total investment cost; group members must contribute at least 10 percent
 
of the investment costs. This contribution may be in the form of labor or
 
other input supply needs.
 

Profit-making firms cannot receive grant funds without an
 
equity investment. Inaddition, grant funds cannot be more than 50 percent of
 
the amount of the equity investment. And, CFSC may own no more than 49 percent

of outstanding shares.
 

4. 	Administrative Criteria
 

The feasibility study must examine the management
 
requirements of the proposed venture and verify that they can be met by

current management or propose another means to ensure capable management, such
 
as hiring an outside manager. If the latter alternative is chosen, then the
 
individual must be identified and references presented in the study. Heavy
 
emphsis must be placed on the management capacity of these subprojects since
 
it,more than any other factor will determine success or failure. In
 
addition, subproject owners must agree to hire a USAID/RDU/C-approved

accounting firm to establish the firm's accounting system and to perform an
 
annual audit. USAID will contribute toward the cost of such accounting

services.
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5. Financial Criteria
 

Both grant and equity investments must pass the same set of
 
financial criteria to receive funding. Funding decisions will be based upon

past financial performance ana future possibilities. Feasibility studies of
 
established firms should present audited financial statements covering the
 
past three years of operations.
 

Each feasiblity study should include a proforma cash flow
 
analysis, balance sheets and income statements for the first five years of
 
subproject operations (longer in the case of tree crops). A sensitivity
 
analysis should be presented which covers both "worst", "best" and "most
 
likely" cases. The following criteria may be used as guidelines to judge the
 
financial viability of proposed activities; all should have at least a 15
 
percent financial internal rate of return. Failure to meet any other target
 
should not eliminate the project from consideration but rather elicit further
 
examination. Failure to meet several targets, however, would indicate that
 
the project carries excessive risk and/or is of limited profitability.
 

CHART N-2
 

FINANCIAL CRITERIA FOR SELECING QRA
 

Indicator Target Conment
 

Internal Rate of minimum 15 percent reflects the opportunity
 
Return/ Return on cost of investment
 
Equity per annum capital
 

Economic Internal social discount reflects the opportunity
 
Rate of Return rate (10 percent) cost of capital to society
 

Debt/equity maximum 2.5 want a well-supported
level of debt for high
risk ventures
 

Current assets .8 - 2.0 norm is low due
 
current liabilities common practice of
 

using overdraft facilities
 
to finance equipment
 
purchases
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CHART N-2 (Cont/d)
 

FINANCIAL CRITERIA FOR SELECTING QRA
 

Indicator Target 	 Comment
 

Acid Test .6 - 1.2 	 the extent to which
 
cash & receivables
 
can service current
 
liabilities
 
(e.g. payments owed to
 
suppliers)
 

Cash flow after 1.5-2.0 	 to ensure that cash
 
perating expenses -	 low is sufficient to 
non-discretionary items 	 cover debt
 
(purchase of replacement
 
equipment, working capital,
 
taxes, etc.)/
 
repayment of term debt
 

Net Operating Profit/ 2.U
 
Interest Payment
 

Asset Turnover 8- 1.5 	 ratio should be higher
 

(Sales/Assets) 	 if land is rented rather
 
than owned
 

Return on Sales .04-.10 	 varies dramatically by

product line
 

E. Conditions Governing Eqcuity Fund
 

I. Determination ot Share Price
 

A fair share price shall be determined by a USAID-approved
 

accounting firm, with the confirmation of the company's Board of Directors.
 
The price'will be based upon the company's book value plus the revaluation of
 
real estate at current market prices.
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2. Distribution of Earnings
 

The shareholders of the firm receiving CFSC equity funds must
 
agree not to distribute any earnings throughout the time that CFSC holds
 
stock. Net profits after taxes should be sufficient, when appropriate, to
 
enable retained earnings to increase the stock price by at least 15 percent
 
per annum.
 

3. Issuance of New Stock
 

Additional stock may be issued by the equity fund recipient

firm only with the concurrence of CFSC and a majority of shareholders. CFSC
 
shall not unreasonably withhold such concurrence when a fair price has been
 
set.
 

4. Buy-Back Provision
 

The shareholders' agreement with CSC will specify that
 
shareholders are required to repurchase CFSC stock within five years of
 
original CFSC purchase. In cases in which shareholders cannot afford to
 
repurchase stock, CFSC will be allowed to sell to any buyer. The Board of

Directors of the CFSC-invested firm must agree not to attempt to block CFSC
 
attempts to sell shares to interested parties. Incases in which no third
 
parties wishing to pay a fair price for shares exists, then CFSC has the
 
option of converting the value of its equity into debt held by the firm. This
 
third option should only be pursued as a last resort. Since firms may not
 
hold Treasury stock in the participating HIAVP countries, the firm will lend

funds derived from operations so that shareholders may purchase CFSC stock.
 
Legal action will be taken in cases inwhich shareholders refuse to repurchase

shares, no third party buyers wish to purchase stock at a fair price and the
 
firm refuses to convert CFSC's equity into debt.
 

Exceptions to the five year rule include those activities
 
that require longer periods of time to yield positive returns (e.g. tree
 
crops). The buy-back period should be specified in legal documents governing

each equity investment.
 

In exceptional cases in which the firm's profitability is
 
jeopardized by policies set by existing shareholders or the performance of
 
owner/management, CFSC shall have the option of purchasing shares to receive
 
majority control of the firm. 
CFSC will be expected to sell its participation

within two years of receiving majority control.
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5. CFSC Provision for Iosses 

Due to the high risk-nature of equity-fund investments and
 
provision for losses,
the lack of historical evidence upon which to base a 


CFSC will constitute a provision for losses for the equity fund of least 50
 

percent of the value of equity investments. The adequacy of this provision
 

will be reexamined inYear 5 and changed accordingly.
 

6. Use of Reflows
 

The full amount of income earned through equity investments
 

sold during project years one through five shall return to the equity fund.
 
After project completion when USAID funding for administrative expenses ends,
 

CFSC will return all inoome earned from the sale of equity investment to the
 

equity fund after subtracting administrative expenses and a three percent
 

nominal management fee for each full year that the investment has been held
 
CFSC shall follow the above conditions and
after the end of the project. 


return subsequent generations of reflows to the equity fund for investment in
 

agricultural production and agribusiness enterprises, following sound business
 
practices.
 

Thus, If CFSC makes an investment inyear one and sells it in
 

year five, all income generated through the sale must return to the equity
 
However, income generated through the sale of CFSC investments that
fund. 


were placed inyear two and sold at the end of year six would have
 
administrative expenses incurred during year six and a three percent
 

base)
management fee (calculated using the value of liquidated assets as a 
T1he same
subtracted. The remainder would return to the equity fund. 

six percent management
investment sold at the end of year seven would have a 


expense fee (and administrative expenses) subtracted from income earned. The
 

maximum management fee would be 15 percent of the value of liquidated 
assets
 

that had been managed by CFSC for five years after the end of the HIAMP
 
project.
 

F. Financial Analysis of Selected QRF Cases
 

Six cases of potential QRF activities were prepared to analyze
 

their anticipated financial profitability and economic benefits. (See Tables
 

N-6 through N-Il for presentation of the six cases.) Conservative assumptions
 

on market price, quantity and quality produced, labor, marketing and
 no
management costs were used. Imported goods were valued at border prices; 


taxes were included as costs since these firms were expected to receive tax

free status for the first years of production. Only costs actually paid by
 

the firm were included; thus, core contractor management support, feasibility
 
All
study preparation and part of the audit expenses were not included. 


information on additional assumptions governing these cases may be found 
in
 

the Economic Analysis section.
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results show that, on average, the firms had a high benefit/cost

of 1.54 using a 15 percent discount rate. %he benefit/cost and net present
 
value for each production and marketing activity is shown in Table N-12. The
 
high return yielded by these projects is commensurate with the high risk that
 
they bear. The key factor to reduce this risk iscapable management with
 
strong ties to export markets.
 

Three of the activities generated positive returns during the
 
first year of production since few start-up costs were incurred.
 

These high rates of return indicate that potentially good
 
investment opportunities are not being fulfilled. Several factors may explain

why: lack of marketing connections and experience, technical production
 
knowledge and financing. However, the most critical, all-encompassing factor
 
is the scarcity of good management. Returns to good management are extremely
 
high, while returns to average management are low or negative.
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fll lIl INMLYSIS Or OU1KC1ESPOKS fiN PIOJECT: COIIRmiis ASSO ITION: E13tP ONE 
 ANNE N 

YEW One Tw Three For Five Six Sven ELght Nine Ten TOTAL Page 20 of 31 

SAILS IREWNES 0 0 38250 102000 178500 255000 331500 484500 522750 2320500408000 

VAEIASL COSTS 29720 53080 76660 76505 7767519685 40295 65095 87325 77285 603325
 
Nursery Costs
 

Materials 2100 2100 2100 2100 2100 2100 2100 
 0 0 0 14700
 
Labor Uages 9500 9500 9500 9500 9500 9500 9500 0 0 0 66500
 

Fertilizer I Chem. 1185 2370 355S 4740 7110 8295 8295 82955925 8295 58065 
Labor Uages 5550 12900 20250 29700 38250 45900 53550 53550 53550 53550 366750 
Packaging Costs 0 225 1050 1950 2850 136500 600 1500 2400 3075 
Utilities 
 0 0 i5 120 210 300 390 180 570 615 2730 
Equipment lalntenance 150 1050 1800 2100 3000 4050 4200 V00 q200 1200 29550 

and Spare Parts 0 
Domestic Transport 0 0 75 200 350 800 950 1025EQO 650 1550 
International Transport 0 0 0 0 0 0 0 0 0 0 0
 

and Loading Charges 
 0 
Comissions 0 0 0 0 0 0 0 0 0 0 0 
Storage Costs 0 0 45 120 
 210 300 390 180 570 615 2730
 
Land Rental 900 100 2700 3600 1500 5400 6300 6300 6300 6300 11100
 

0
FIXED COSTS 188500 43500 43500 13500 58500 14500 ?1500 11500 41500 "4500 630000 

Rdministratiue Costs 
 0
 
Mnagement/flccounting/ 36000 36000 36000 
 36000 36000 36000 36000 36000 36000 36000 360000
 

Support 
 0
 
Office Supplies/ 5000 5000 5000 5000 5000 5000 5000 5000 O0000
5000 SAUO 

Communications 
 0 

External Audit (RID) 1000 1000 1000 1000 f',12000 2000 2000 2000 2000 15000 
Insurance Charges 1500 1500 1500 1500 1500 1500 1500 1500 1500 1500 15000
 

Feasibility Study (RID) 0 0 0 0 0 
 0 0 0 0 0 0 
CCManagement Support( 0 0 0 0 0 0 0 0 0 0 0 

Fixed Rssets 
 0
 
New Equipeent 95000 0 0 0 0 0 30000 0 0 0 125000
 
New Vehicles 15000 0 0 0 15000 0 0 0 
 0 0 30000 
Buildings 35000 0 0 0 0 0 0 0 00 35000 
Land Inprovement 0 0 0 0 0 0 0 0 0 0 0
 
Land Purchase 0 0 0 0 0 0 0 0 00 0 

COSTS
TOTAL 208185 73220 83795 96580 123595 121160 161825 121005 121785 122175 1233325 

NET BENEFITS -208185 -73220 -45545 5420 51905 133810 169675 286995 362715 100575 1087175 
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HP U AN N E X N 

10 percent discount 391431 Page 21 of 31 
115 percent discount 20889 
120 percent discout e191 

Net Present Ualue Benefits Costs 
II0 percent discount 1232110 8392?9 
115 percent discount 928508 71%S 
120 percent discount ?13027 631546 

B/C 
110 percent discount 
115 percent discount 
120 percent discount 

1.7 
1.29 
1.13 

1,29 
1.13 

TM RID COSTS 
Feasibility Study 
CtflanageatSupport 
Rudit 

15000 
10000 
1000 

0 
5000 
1000 

0 
15000 
1000 

0 
5000 
1000 

0 
0 

1000 

0 
0 
0 

0 
0 
0 

0 
a 
0 

0 
0 
0 

0 1500 
0 36000 
0 5000 

Grant Funds 150000 75000 10000 0 0 0 0 0 0 0 265000 

TOIRL 176000 81000 56000 6000 1000 0 0 0 0 0 320000 

I 
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YVEA One Two Three four riue Six Seen Eight Nine Ten TOTAL 

SALES REEKUS 298155 29155 317460 317160 356070 3S6070 391610 394690 391690 391680 3522090 

VARIAILE COSTS
 
Raw bterials 13975 13975 13975 13975 13975 13975 1397 
 13975 13975 13975 139750 
Labor Uages 22100 14625 11625 11625 11625 14625 14625 14625 14625 14625 153725 
Packaging Costs 23976 23976 26979 26979 32985 32985 38991 38991 38991
38991 323844
 
Utilities 520 520 520 520 520 520 520 520 
 520 520 5200
 
Eqipmentftaintenamce 1625 1625 1625 1625 
 1625 1625 1625 1625 1625 1625 16250
 

and Spare Parts 0 
Oumestic Transport 3539 3539 3861 3861 4505' 4505 5148 5148 5148 5148 44402
 
International Transport 0 0 0 0 0 0 0 0 0 0 0 

and Loading Charges 0 
Commissions 0 0 0 0 0 0 0 0 0 0 0
 
Storage Costs 0 0 0 0 
 0 0 0 0 0 0 0
 
Land Rental 0 0 0 0 0 0 0 0 0 0 0 

0
FIXED COSTS 
 0
 
Aministrative Costs 
 0
 
Managment/Accounting/ 48750 18750 48750 4875018 750 48750 48750 4875048750 48750 487500 

Support 
 0
 
Office Supplies/ 2600 2600 2600 
 2600 2600 2600 2600 2600 2600 2600 26000
 
Comunications 
 0 

External Audit (RIO) 1275 1275 1275 1275 1275 2275 2275 2275 2275
2275 17750
 
Insurance Charges 520 S20 520 520 520 520 520 520 520 
 520 5200
 

Feasibility Study (AID) 0 0 0 0 0 0 0 
 0 0 0 0
 
Care Contractor flgmt
(AIO) 
 0 0 0 0 0 0 0 0 0 0 0
 

0
Fixed Assets 
 0
 
Heu Equipment 75000 0 0 0 0 0 0 0 0
0 75000
 
Neu Vehicles 15000 0 0 0 15000 0 0 0 30000
0 0 

Land Improuement 30000 0 
 0 0 0 0 0 0 0 0 30000
 
Land Purchase 0 0 0 0 0 0 0 0 00 0 


0
TOTAL COSTS 238880 111405 114730 
 114730 136380 122380 129029 129029 129029 129029 1351621
 

0
NET BENEFITS 59275 186750 202730 202730 219690 233690 265651 265651 
 265651 265651 2167469
 

0 

aV
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NETPRESENTMRtE 
It0 percent 
IS percent 
120 percent 
90 percent 
190 percent 

!0TI. 
13I6926 
1127124 
949237 
3%269 
280591 

E( ITS COSTS 
2311197 944271 
1947035 819911 
1676211 726973 
827461 431195 
647356 36677S 

ANNEX N 
Page 23 of 31 

110 percent 
31S percent 
120 percent 
160 percent 
190 percent 

8/C 
2.15 
2.37 
2.31 
1.92 
1.76 

TOTALAID COSTS 

feasibility Study 
Core Contractor gmlt 
External Audit 
Equity Fund 

20000 
10000 
1000 

75000 

0 
7500 
1000 

0 

0 0 
7SO0 5000 
1000 1000 

0 0 

0 
0 

1000 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

20000 
30000 
SO00 

75000 

TOTM 106000 8500 8500 6000 1000 0 0 0 0 0 130000 

,'|)
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YEAR One Two Three Four five Six Seven Eight Nine Ten TOTAL 

SAIS REUE(S 18000 36000 108000 198000 268000 360000 360000 360000 360000 360000 2118000 
0 

URIASLE COSTS 
Establishtent Costs 

Raw lhterials 1100 5600 
Labor 4500 18000 

Operating Costs 
Ra lhaterials 1600 3200 
Labor 3800 7600 

Packaging Costs 1290 2580 
Utilities 9 190 
Equipment Maintenance 300 600 

and Spare Parts 
Domestic Transport ISO 300 
International Transport a 0 
and Loading Charges 

Commissions 0 0 
Plant preservatiue Cost 150 300 
Land Rental 0 0 

?000 
22500 

9600 
22800 
7710 
570 
1800 

900 
0 

0 
900 
0 

7000 
22500 

17600 
41800 
11190 
1015 
3300 

1650 
0 

0 
1650 
0 

7000 
22500 

25600 
60800 
20610 
1520 
4800 

2400 
0 

0 
2400 

0 

7000 
22500 

32000 
76000 
25800 
1900 
6000 

3000 
0 

0 
3000 
0 

7000 
22500 

32000 
76000 
25800 
1900 
6000 

3000 
0 

0 
3000 
0 

7000 
22500 

32000 
76000 
25800 
1900 
6000 

3000 
0 

0 
3000 
0 

7000 
22500 

32000 
76000 
25800 
1900 
6000 

3000 
0 

0 
3000 
0 

7000 
22500 

32000 
76000 
25800 
1900 
6000 

3000 
0 

0 
3000 
0 

o 

63000 
202500 

217600 
516800 
175410 
12920 
10800 

20100 
0 
0 
0 

20100 
0 

FIXE COSTS 
Ardministrative Costs 
llanagement/ccounting/ 

Support 
Office Supplies/ 
Comunications 

External Rudit (AID) 
Insurance Charges 

Feasibility Study (RI0) 
Core Contractor figmt 

55000 

5000 

1500 
1500 
0 
0 

55000 

5000 

1500 
1500 

0 

55000 

5000 

1500 
1500 

0 

SSO00 

5000 

1500 
1500 

0 

55000 

00 0 

1500 
1500 

55000 

5000 

2500 
1500 

550 

5000 

250 
1500 

55000 

5000 

0 2500 
1500 

SS000 

5000 

2500 
1500 

SSO00 

5000 

2500 
1500 

SSO000 

50000 

20000 
15000 
0 
0 

Fixed Assets 
New Equipnent 
NeUehicles 
Plant Material 
Land Purchase 

48000 
15000 
35000 

0 

0 

0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
15000 
0 
0 

20000 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

68000 
30000 
35000 

0 

IOTAL COSTS 174285 101370 136810 173735 225660 261200 241420021100 211200 211200 2037860 

NETBHENFITS 156285 -65370 -28810 2265 62310 98800 118800 118800 118800 118800 410140
0 
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110 percent discount 
115 percent discount 

Total Bnefits 
116161 1417S49 
34431 1115799 

Costs 
13010 
1081365 
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120 percent discount -23361 89S676 91903? 

HIT PRESENT ULE 
110 percent discount 

8/C 
1.09 IRR .18 

115 percent discount 1.03 
120 percent discount .97 

OTHER COSTS 0 
0 

OTL RIO COSTS 0 
feasibility Study 10000 10000 
Core Contractor flt 
Audit 
Equity Fund 

10000 
1000 

125000 

5000 
1000 
0 

5000 
1000 
0 

So00 
l000 
0 

1000 
0 0 0 0 0 0 

2S000 
5000 
2O500 

TOTAL 14600 6000 6000 6000 100 0 0 0 0 0 165000 
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friU ILMi.YtS Of WiCK KMC ra PSJECT:CCOT iSE AMS Page 26 of 31UITI EM Wil 

YIN 

SAO KrSI, 

LWN 
6imq,"h ,IfilitlU 
EodpqtM d aI76 

ad Spinew 

hDutcU ut 

Intmumd Trowgui Luiq Omn 

Cmmis 

Stra Cuts 

LI tai1K 


rT'co tTSc1,10t~~tosts0 

Riunistrative Cuts 
mhmmmtlkcmw 

Office 5"Pp1e 
Comunicatim 

Extermil iAt (110) 
Inurmcetvrn 

reasibihty Sty (n0l) 
CoreContractor Mpt (AID) 

ried R3sets 

New Equi p t 

Buildings 

New ehicln 

Lad Impromaeft 

Land Purchase 


Total Costs 


NEr BEi{£llS 


!(PKISENT UIKIE 

110 Ct dimucit 

615 percut diacet 

6ZO pwat diumit 

160 percent discmt 

110 percent discmt 


110 percent discout 

615 percent discount 


Z0 percent dscout 

160 percent dtscoont 

690 percent discount 


Total A01-fwund costs
 
ruibihty stut 

Core nctvrl t 

Acco tingit 

k'wat Inlq2 


Sit Sam ciot 	 UIfm Tm TOIL 
an Two Thr for rive 

mmE 4611 4561 	 M7w1 M73 47233 472M1 M72E ism627=1 31613 

1i I 1001 0m111 lawU
I= 1111 10 6 105l11 rA 

1923 1923 m2 	 1520
in 12i 1+01 	 INlS INS IM 193 


I?i 110 ?3 I?31 13? 1?W1 ION 1711
1 0 13 
0 

40 40 0 10Ni lOm0 I4 141 1 1 " 
0 0 0 0 0 0 0 0 00 0 

0 0 0 	 0 0 00 0 0 	 0 0 
"0 40 1 	 '100 100I 10 110 40 a "I 

01m01 601111 01 6 00011 1006 1111100 
0
 

2000212 000 12000 1200 12000 12000 1001tSOlV10 II0015000 	 1 

100 1 N 0 101000 1000 1010 	 1000 ION I two 
0 

0 0 IN 1000 1000 I 1 000 o000 0 0 
66800 ON ON1ION0 1000 1ON 01000 1001 IoN 520 

0 0 0 	 0 00 0 0 	 0 00 
0 0 0 	 0 0 0 0 00 0 0 

0 
. 

0 30000 30000 	 0 0 0 12000300O 30000 0 0 
n 0 0 	 0 00 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 0 0 
0 0 0 	 0 0 0 00 0 0 	 0 

0 0 0 	 00 0 0 	 0 0 a 0 

219000 219000 189000 	 1B00 19000 1995400211z00 212600 185008195900 195900 

253000 000 283000 	 293000 283000 2ZI%00S8100 10ZOO 175000 Z64200 264Z00 0 

TOTM. 9WrFITS COSTS 
13723 21415 13477 
111456 2273934 1154478
 
914 1406 10086S0
 
U033 894616 591893
 
241268 674267 439"
 

9/C 

2.02 
1.7
 
1,92
 
1.66 

1.561.56 

0 0 0 	 0 0 0 12000IO00 0 0 0 
0 0 0 ZOO600 6000 00 	 3010 0 0 0 

500ION 1000 IN ION 0 0 0 0 0 
0 0 0 	 0 0 1200I50 0 0 0 0 



TABLE N-10 
FINICIWL 8HlLYSIS O QUICK PROJECT:UEGET0LE PR00UCTION (ST.TINCET): E[PIIPL[ FiUE AN NRESPOS( FUN 
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Y[O One Two Three Four Five Six Seven Eight Nine TenTOTAL 

SOLES REUES 1530000 1530000 1530000 1530000 1530000 1530000 1530000 1530000 1530000 1530000 15300000 

UORIAM COSTS 0 
Raw Miaterials 168000 168000 168000 168000 168000 168000 168000 168000 168000 168000 1680000 
Ag. Labor Uages 78300 78300 78300 78300 78300 78300 8300 78300 78300 78300 783000 
Labor Pack. Costs 120000 120000 120000 120000 120000 120000 120000 120000 120000 120000 
Packaging laterials 140000 140000 140000 140000 1 10001400o140000 110000 140000 110000 1100000 
Utilities 9000 9000 9000 9000 9000 9000 9000 9000 9000 9000 90000 
Equipment Maintenance 21000 21000 21000 21000 21000 21000 21000 21000 21000 21000 210000 
and Spare Parts 0 
omiesticTransport 18000 18000 18000 18000 18000 18000 18000 18000 18000 18000 16000U 

International Transport 343000 343000 343000 313000 343000 313000 343000 343000 343000 313000 3430000 
and Loading Charges 0 

Commissions 183600 183600 183600 183600 183600 183600 183600 183600 183600 183600 IB36000 
Land Rental 15000 15000 15000 15000 ISO 15000 15000 15000 15000 15000 IS0000 
Lease of Cooling Facil. 15000 15000 1500 15000 15000 15000 15000 15000 15000 15000 150000 
Irriation Charge 30000 30000 30000 30000 30000 30000 30000 30000 30000 30000 

rlXEO cosTs 0 
8dministrative Costs 0 
Mlanagement/Rccounting/ 78000 78000 78000 78000 78000 78000 78000 78000 78000 78000 780000 

Support 0 
Office Supplies/ 3000 3000 3000 3000 3000 3000 3000 3000 3000 3000 30000 

Comunications 0 
External udit (RID) 1000 1000 1000 1000 1000 2000 2000 2000 2000 2000 15000 
Insurance Charges 3600 3600 3600 3600 3600 3600 3600 3600 3600 3600 36000 

Feasibility Study 0 0 0 0 0 0 0 0 0 0 0 
Core Contractor Mgmt 0 0 0 0 0 0 0 0 0 0 0 

0 
Fixed Rssets 0 
He Equipment 55000 34000 89000 
New Uehzcles 15000 15000 

Expansion of Pack. She 15000 
Irrigation Cost (RIO) 0 0 
Land Purchase 0 

0 
TOIL COSTS 1311500 1226500 1226500 1226500 1226500 1261500 1227500 1227500 1227500 1227500 10874000 

NETBENEfITS 218500 303500 303500 303500 303500 2685JO 302500 302500 302500 302500 1126000 
0 



VBIE N-10 
NET UAUEP ESENT 
110 percent discount 
115 percent discount 
120 percent discount 
130 percent discount 
f0 percent discount 

110 percent discount 
V1S percent discount 
120 percent discount 
130 percent discount 
140 percent discount 

COSTSRID TOTAL. 

feasibility Study 

Core Contractor M1gt 
Audit 

Grant to 60SV 
Equity to Firn 


TOTAL 

BRWfITS 
191266 10341306 
164785S 883023 
112672 7697379 
1124757 6149072 
933675 5169069 

TOTAL 

B/C 
1.23 
1.23 
1.23 
1.22 
1.22 

30000 0 
20000 1000 
1000 1000 

3000 0 
200000 0 

551000 16000 

COSTS 
8398643 
7182668 
6270586 
5024315 
4236194 

A N 
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0 

0 0 
O1500010000 
1000 1000 

0 a 

0 
0 

000 

0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

30000 
60000 
5000 

3000 
200000 

16000 11000 1000 0 0 0 0 0 595000 
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YEll One Two Three Four Five Six Seven Eight Nine Ten TOTAL 

SALES RIUM S[5 86400 172800 288000 132000 576000 576000 5?6000 576000 576000 576000 4435200 

MRIKE COSTS
 
Rawtlterials 46200 92100 154000 231000 308000 308000 308000 308000 308000 308000 2371600
 
Labor Uages 2400 3200 1800 6400 9600 %00 9600 9600 9600 9600 ?14400 
PackagingCosts 0 0 0 0 0 0 0 0 0 0 0
 
Utilities 725 885 1040 1195 1455 1455 1455 1155 1455 1455 12575
 
Equipment Maintenance 863 1150 1150 1438 1438 1438 1438 1438 1439 1438 13229
 
and Spare Parts
 

Oomestic Transport 575 920 1175 1770 2300 2300 2300 2300 2300 2300 18210
 
International Transport 0 0 0 0 0 0 0 0 0 0 0
 
and Loading Charges
 

Commissions 0 0 0 0 0 0 0 0 0 0 0
 
Storage Ifreezing costs 2690 5380 8960 13150 17930 17930 17930 17930 17930 17930 138060
 
Land Rental 0 0 0 0 0 0 0 0 0 0 
 0
 

FIXED COSTS
 
Administrative Costs
 
Management/Rccounting/ 30000 30000 30000 30000 30000 30000 30000 30000 30000 30000 300000
 

Support
 
Office Supplies/ 270 345 500 650 865 865 865 86S 865 865 69SS
 
Comunications
 

External Audit (AIO) 0 0 0 0 0 1000 1000 1000 1000 1000 5000
 
Insurance Charges 1540 1540 1540 2000 2000 2000 2000 2000 2000 2000 18620
 

feaszbility Study (RIO) 0 0 0 0 0 0 0 0 0 0 0
 
Core Contractor Mg t(0IO) 0 0 0 0 0 0 0 0 0 0 0
 
Food Technologist TA(RIO) 0 0 0 0 0 0 0 0 0 0
 

Fixed Assets
 
Ne Equpment I1SOOO 0 0 0 0 0 0 0 0 0 115000
 
New UehicIes 34000 0 0 0 
 0 0 0 0 0 0 34000
 
Land Improveent 0 0 0 0 0 0 0 0 0 0 0
 
Land Purchase 0 0 0 0 0 0 0 0 0 0 0
 

0 
TOTAL COSTS 234263 203165 373588 374588 374S88 374588 374589 374588
135820 28?903 


0 
NET BENEFITS -14763 36980 
 84835 144097 202412 201412 201412 '01412 201412 201412 1327521
 

0 



TABLE N-3. 
NET PRESENT URLIN TOTAL BENEFITS COSTS AN EX N 
110 percent discount rate 723867 2690846 1%6980 Page 30 of 31 
115 percent discount rate 544911 2171772 1626828 
120 percent discount rate 413553 1788903 1375550 
IS0 percent discount rate 66265 768967 702703 
37S percent discount rate -23673 498101 521774 

8/C IRR 
110 percent discount rate 1.37 .66 
115 percent discount rate 1.33 
IZ0 percent discount rate 1.30 
150 percent discount rate 1.09 
175 percent discount rate .3 

.00 
TOTAL 0I0 COSTS 

Feasibility Study 8000 0 0 0 0 0 0 0 0 0 8000 
Core Contractor Mght 8000 8000 4000 4000 0 0 0 0 0 0 24000 
Grant/Food lech TR 15000 0 0 0 0 0 0 0 0 0 15000 
Audit 1000 1000 1000 1000 1000 0 0 0 0 0 5000 
Equity 10000 0 0 0 0 0 0 0 0 0 100000 

0 
TOTAL. 132000 9000 5000 5000 1000 0 0 0 0 0 152000 
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TABLE N-12
 

BENEFIT/COST AND NET PRESENT VALUE OF SELECTED URF CASES 

Benefit/cost NPV 
('000s of US$) 

(using a 15 percent discount rate) 

Cardamom (Dominica): 1.29 209
 
Black pineapple (Antigua): 2.37 1127
 

Anthurium (St. Lucia): 1.03 35
 
Sea Island Cotton (St. Kitts & Nevis): 1.97 1119
 

Winter Vegetables (St. VIncent): 1.23 1648
 
Passion Fruit Juice (Dominica): 1.33 545
 

Average 1.54 781
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ECONOMIC ANALYSIS
 

1. Introduction
 

As per the Financial Analysis (Annex N), the Economic Analysis of HIAMP 
presented herein assesses the profitability (or return) on HIAMP as an 
investment. However, whereas financial analyses identify the money profit 
accruing to the profit-earning entity, the economic analyses identify the 
social profit, i.e. the impact of project activities on the fundamental 
objectives of the economy as a whole. These conceptual differences of 
profitability are reflected in the different items considered to be costs and 
benefits and in their valuation. As a result, in this economic analysis 
project costs not borne by the entrepreneur (e.g. feasibility study costs, 
audit fee, etc.) are included, whereas they are excluded in the calculation of 
financial return. Further, unskilled labor wages and selected imported raw 
materials are valued at their opportunity costs rather than at "posted prices*
 
in the economic analysis, i.e. shadow prices are applied to labor wage costs
 
and some imported raw materials.
 

In the following sections, the results of the economic analyses for
 
major components of the HIAMP Project are presented: first, for the Quick
 
Response Activities; secondly, for the Regional Cocoa Rehabilitation and
 
Development Major Sub-Project; and, finally, a qualitative note is presented
 
on the two major sub-projects that have yet to be designed (viz. Leeward
 
Islands Diversification, and Regional Tropical Fruits).
 

2. Quick Response Activities
 

Synopses of the type of Quick Response Activities (QRA) envisaged under
 
HIAMP are presented in Annex I. Six of these Oactivities" have been selected
 
to investigate the potential economic returns to their implementation. These
 
six were selected: a) because they provided a representative geographical
 
spread of activities; and b) because they covered a reasonable cross-section
 
of activity types (for example, a mix of private corporations and grower
 
associations/cooperatives, a range of crop products, and a pr, cessing
 
activity).
 

Each of the six activities has been subjected to economic analysis. As
 
identified in the introduction to this Annex, the cost categories and their
 
valuation differ from the Financial Analysis in two important respects:
 

i. Costs borne by HIAMP and not by the investor in the activity have
 
been included in calculation of economic returns; specifically, the costs of
 
activity'feasibility studies, core contractor management supervision, project
 
audit fees, and grants to government for improving production and marketing
 
infrastructure that benefit an individual investor.
 

ii. Shadow prices have been utilized on labor wages and certain imported.
 
materials in the calculation of economic returns (L rates, see notes to
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Major fixed equipment costs associated with the six activities 
have


Tables). 

been valued at border prices, i.e. they have not been adjusted for import
 

duties, taxes, etc.
 

The detailed economic analyses of the six activities are presented in
 

tabular form at the end of this section, viz.: example 1 - cardamom pioduction
 

and marketing in Dominica; example 2 - black pineapple production and
 
marketing in Antigua; example 3 - anthurium production and marketing in St.
 
Lucia; sea island cotton production and marketing in St. Kitts; *winter
 
vegetableg production and marketing in St. Vincent; passion fruit processing
 
and marketing in Dominica. A very brief description of the rationale for the
 
activity and relevant background is provided and, following the tabular
 
presentation of the Economic Analysis, notes as to the assumptions underlying
 
the revenue and cost categories are shown.
 

Three measures of economic returns to the QRA are presented in this
 
section: a) a benefit/cost ratio, whereby the net present value of benefits
 
and costs (calculated at the social discount rate of 10 percent) are
 
contrasted - a B/C ratio of more than 1 shows that project benefits exceed
 
project costs; b) an Internal Rate of Return (IRR) for the six activities in
 
aggregate is calculated. As some of the activities generate net benefits from
 
Year 1 of implementation, it was not possible to undertake the IRR calculation
 
using the same investment timing assumptions as per the B/C ratio. Therefore,
 
assumptions have been changed in the interests of producing an IRR (these
 
assumptions are documented in full at the end of this section), Specifically,
 
certain fixed costs (for example, the investment costs of new equipment,
 
vehicles, management/accounting support, core container supervision, audit
 
fees, etc.) have been moved from Year 1 to Year 0 such that in Year 0 there is
 
a net cost to the activity (patently, this will generate a different set of
 
NPV's than for calculation of the B/C ratios); c) the NPV (at the social
 
discount rate) of each activity has been contrasted with the totality of
 
AID-funded costs for each activity. An average (NPV: AID cost) ratio has been
 
determined and applied to the overall cost of the QRA component, with a
 
conservative estimate made of the QRA's that are failures, to determine
 
expected return on AID funds.
 

a. Benefit/Cost Ratio at the Social Discount Rate
 

Activity B/C
 

Cardamom 1.61
 
Pineapple 2.43
 
.Anthurium 1.21
 
Cotton 2.54
 
Vegetables 1.22
 
Passion Fruit 1.35
 

Average 1.73
 

")1
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b. IRR for the Six Activities
 

The aggregated economic internal rate of return for the six example
 
activities is 56 percent (see Table 0-1).
 

c. NPV (10 percent Discount Rate)/AID Costs
 

Activity NPV/AID Costs
 

Cardamom 3.85
 
Pineapple 10.45
 

Anthurium 1.51
 
Cotton 10.19
 
Vegetables 3.10
 
Passion Fruit 4.59
 

Average 5.62
 

In general, and certainly on aggregate, the results of the Economic
 
Analysis on the Quick Response Activities show very positive returns (i.e.
 
average B/C of 1.73, average IRR of 56 percent). If the assumptions are made
 
that: the total cost of the QRA component is $16 million (i.e. including

grant/equity total, CFSC and audit costs, core contractor associated costs,
 
etc.); and that half of the QRA's fail completely - then, the return on
 
AID-funded costs of $16 million are still substantial, i.e. $46 million return.
 

3. Major Sub-Projects
 

The C)coa subproject Economic Analysis is contained within that subproject 
supplement, Annexc J to the Project Paper. The three remaining major subprojects
 

of HIAMP, on Regional Tropical FruiLts, Leeward Islands Diversification and 
Regional Mariculture have yet to be designed in detail, and will be 
designed as nart of the Core Contractor's duties in the earlier 
stages of HIAMP implementation. At the design stage, a subproject 

Financial Rate of Return of greater than 15% and an Economic (Social) Rate of 
Ieturn of greater than 10% will be stipulated as criteria for project 
acceptability and approval.
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As-sutions/Notes on Calculation of Economic Internal 

Rate of Return for Example QRA
 

In order to derive an economic IRR for example activities 
in aggregate,


1. 

certain costs of the activities initially specified in Year 1 of the
 

investment were moved to Year 0 such that the net benefit stream showed a
 

negative number in Year 0.
 

2. i. For cotton, anthurium, passion fruit, and black pineapple, the
 

following costs were shifted to Year 0: management and accounting support;
 

feasibility study costs; core contractor management supervision costs (i.e.
 

c.c.m. costs are assumed to be incurred in Year 0 through Year 3, rather than
 

Year 1 through 4); and fixed equipment and vehicle purchase costs.
 

ii. In addition to the costs specified in 2.1., the costs of
 

establishing irrigation on 300 acres was moved to Year 0 for winter vegetables.
 

iii. For cardamom, Year 0 costs and benefits were assumed to be zero, as
 

the crop does not yield any production until Year 3 and, as a result,
 
investment in processing facilities, etc. would be made (at the earliest) in
 

Year 1 rather than Year 0.
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TABLE 0-1 

Economic International Rate of Return for Example QA 

Year/
 

3 4 5 6 7 8 9 10.Activity0 1 2 

UE6TLES im NSS mis 319650 355650 359O 325 356SO 3550 35965 359S50 

PIINE -1975 18 1 IM16 202199 207"4. 22I59 23959 271420 271 4z0 271120 271120 

PiSS'O R -1900 -21663 335M0 82235 1%297 206212 20212 206212 206212 206212 206212 

COTtt -9000 128050 172650 217250 309150 309450 29 00 29900 329000 329000 329000 

CPA" -27481 -69130 -40064 17310 75774 159238 198601 31165% 387416 425276 1230609 

MITHIJIUN -138000 -95923 - -16535 18S3 94210 137550 157550 157550 IS7550 157550 

TOTAL -1366231 431258 590970 817409 1147522 1353218 1406472 160528 1711210 1749108 2554441 

in .56 



TABLE 0-2 
ECUIIC NIULYSIS Or NICK 19 I FtifoJrECT: CMi0 isf 
using Aiw orces I including IS1-fundled costs 
YEM One T'o Three Frw 

RSOItTION 

five Six 

Lu Kc 

Seven Eigt Nine fen TOTI 
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SJILS IKDJES 0 0 38250 102000 17950 ZSSO0 331500 40000 48450 522?50 2320500 

URIL( COSTS 
# Costs 

Materials 
Labor Usges 

fertilizer I Ow,. 
Labor Uages 
Packaging Costs 
Utilities 
Equipient %intemance 

and Spare Parts 
Oonestic fran t 
Internationali ransport 
and Loading Charges 

Comismons 
Storage Costs 
Land Rental 

IZ01 

2625 
450 
1 
2775 

0 
0 

450 

0 
0 

0 
0 

900 

19638 

262S 
4750 
2%3 
6450 

0 
0 

1050 

0 
0 

0 
0 

1800 

26834 

2625 
4750 
4444 
1015 

225 
4S 

1800 

7S 
0 

0 
45 

2700 

35190 

2625 
1750 
5925 
14850 

600 
120 

2400 

200 
0 

0 
120 

3600 

13226 

262S 
4750 
740 

19125 
1050 
210 

3000 

350 
0 

0 
210 
1500 

51263 

2625 
4750 
8 

22950 
1500 
300 

4050 

S0 
0 

0 
300 

5400 

5399 

2625 
4?50 

10369 
26775 

1950 
390 

1200 

650 
0 

0 
390 

6300 

51C0 

0 
0 

10369 
26775 
2400 
480 

4200 

800 
0 

0 
480 
300 

5Z581 

0 
0 

10369 
26175 
2650 
570 

4200 

950 
0 

0 
570 

6300 

52j74 

0 
0 

103 9 
26775 
3075 
615 

4200 

lOS 
0 

0 
615 
6300 

40i191 

IBM37 
33250 
72581 
193375 
13650 
2730 

29550 
0 

1550 
0 
0 
0 

2730 
44100 

FIXED COSTS 214500 49500 59500 49500 S9500 14500 74500 44500 14500 44500 
0 

685000 

Riunistrative Costs 
Planagment/Rccounting/ 

Support 
Office Supplies/ 

Communications 
External Rudit 
Insurance Charges 

36000 

5000 

2000 
1500 

36000 

5000 

2000 
1500 

36000 

5000 

2000 
1500 

36000 

5000 

2000 
I500 

36000 

5000 

2000 
1500 

36000 

SO00 

2000 
1500 

36000 36000 

500 5000 

.2000 2000 
Io00 

36000 

5000 

2000 
1500 

36000 

5000 

2000 
1500 

0 
360000 

0 
50000 
0 

10000 
15000 

Feasibility Study 
CClanagennt Suport 

15000 
10000 

0 
5000 

0 
15000 

0 
5008 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

15000 
35000 

fixed RsWets 
Neu [ uipest 
ON Uehicles 
Buildings 
Land Iprovment 
Land Purchase 

.. 

95000 
15000 
3500 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 

0 

0 
0 
0 
0 
a 

0 
15000 
0 
0 
0 

0 
0 
0 
0 
0 

30000 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
125000 
30000 
35000 
0 
0 

IOTRL COSTS 227481 69138 86334 94690 102726 95763 132899 96304 97084 97474 1089891 

HETBEKFITS -227461 -69138 -48084 17310 75774 159238 198601 311696 387416 425276 1230609 



TABLE 0-2
C PESST WK 
III waet 

115 percent disut 
120 percent discount 

$i6cat46? 

260192 
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ANNEX 0 
Page 7 of 34 

Vet Pres.t Udlue eneftits Costs 
110 percent dism t 123Z?10 766003 
11S percent dimt 9215 660i6 
120 percent discount 713027 59"J9 

110 percent discount 
11S percent discount 
120 percent discount 

a/C
1.61 
1.39 
1.20 

IRR .26 
1.39 
1.20 

r0TA Rio coss
teanbilzty Study 
CC tm tSuw t 
Adit 
Grant Funds 

is0 
I0000 
1000 

150000 

0 
5000 
1000 

75000 

0 
15000 

1000 
40000 

0 
5000 
1000 

0 

0 
0 

1000 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 . 

0 
0 
0 
0 

0 
0 
0 
0 

IS00 
35000 
5000 

265000 

TOItL 176000 81000 56000 6000 1000 0 0 0 0 0 320000 

Project I/J' Costs 3.8S 

V/
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u sing pwst pice and iIl.."q oSwl imt-fw edcsts 


Nine Ten lOlM.
 
yE One Te Tiree row u ve Six Sew Eight 

O 36413"46 43 320900 3%Z9155 2815 317%0 317460 35607 O 0SALES KM(i[S 

Ml[£ COSTS 1559 15519 15519 151,15519 !1519 1 19 
Ra Iteuals 15519 15519 IS519 15519 

7313 7683
7313 7313 7313 7313 7313 7313 

Labor Ugn 11050 7313 7313 
32S 3"1 3891 38 38 323C4 

23376 2679 Z697?9 32M23976Packagi Costs 520 SZO 52 SZO0
520 S20 520 520520 520 520Utilitis 163 165 1625 158Z

15 1625 1625
165 15S 16ZS 1Z5

Equipent Mintenance 0
 
and Spare Parts 51"8 5148 5148 5140 4402


3861 3861 4505 4505 
omestic Transport 3533 3539 00 0 0 0 

0 0 0 0 0 0 
International Tranport 


and Loading Charges
 
0 0 0 0 0 0 

0 0 0 0 0 
Comissions 0 0 0 00 0 0 00 0 0Storage Costs 0 0 0 00 00 0 0 0 0 0Land Rental 

0
 
FINE0 COSTS 0
 
Pijnistrative Costs SO49 4 49?S0
05087507509750 4870 87500 470 
Management/Accounting/ 48750 48750 48750 4 0
 

Support 2600 26000
260 

2600 2600 2600 2600 2600 


Office Supplies/ 2600 Z 2600 
2600 

0
 
Communications1 27s 2275 2275 2275 227S 22750
 

2275 2275 2275 2275 2275

External Audit 520 520 SZ

520 520 5ZO 520
520 520 520 520 

Insurance Charges 0 0 Z0000 0

0 0 0 0 0
20000
feasibilitv Study 0 0 0 0 3000007500 7SO0 50 0 0Core Contractor t9it 10000 


0
 
Fited Assets 0 0 0 75000
 

0 0 0 0 0
0
Heu Equipment 750? 0 
0 0 30000
0 0 0
0 0 15000
ISO00 0
Neu Uehicles 0 0 30000


0 0 0 0 0 

Land Improvement 30000 0 0 

0 0 0
0 0
0 0 0 0
0 0
Land Purchase 


123260 1348196116611 123260 123Z60 123260
260374 114136 117461 114%1 131611

TOTL COSTS 
271420 21738940
71420 71420202499 2244S9 239459 2714203711184019 199999 0BElFITSNET 
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110 perk 1WI11 
915 pwcmt 1111621 
0 percent 934057 

NO pecet 37100 
M permct 2769? 

O/C 
10 Wcent 2.13 
61S percmt 2.34 
120 wcmt 2.26 
so percent 1.82 
M percent 1.66 

TOTRIO COSTS 

feasibility Study 20000 
Core Contracto igVt 0000 
ExternalAudit 1000 
Equity fund 7OOO 

TOr. 106000 

Project HPU/R10 cost W.4S 
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1"7135 LIM11 
167211 712154 
8M2745 5341 
61735 38%S9 

0 0 0 0 0 0 0 0 0 ZOO0
 
7500 7500 5000 0 0 0 0 0 0 30000
 
1000 1000 1000 1000 0 0 0 0 0 S00
 

0 r3 0 0 0 0 0 0 07500
 

8e 00o 6000 10 0 0 0 0 0 130000 



TABLE o-4 
ECUWIEC tf.SISF tICKOr PUIH FlMPtOJECT:ItHTMIIJ (ST. LUCIA) EXAL 

usiq *a& prim u ocluilq ONO put-f=W costs 
TEE 

ANNE(Page 
0
10 of 34 

YE o0n Two Three row rive Six Seven Eght Nine Ten TOT P 1 

SALEWSKSE00000 t0K t006 3 368n0 8000 310M633MXe0Z"iMOO 
0 

WftNLt.COTS0 

stblihim t Cuts 
toalterx s 
LiAr 

0ereting Costs 
i Matriauls 
Ler 

Packapng Costs 
uitlities 
Equlpwnt laintenmc 

and Spe Parts 
Oo tic Troqw t 
InternationulTrinsport 

and Loaftng Chargs 
Commssios 
Plant preservative Cost 
Land Rental 

ItS 
2250 

ZON 
1900 
1290 

9S 
300 

150 
0 

0 
180 

0 

70000 50 
9000 110Z 

4000 2000 
3800 11400 
2A83 7740 

190 570 
600 1800 

300 900 
0 0 

0 0 
375 1125 

0 0 

9 0 
1120 

22000 
20900 
14190 

101S 
3300 

1650 
0 

0 
2063 

0 

80 
112s0 

3MK 
3000 
20640 

1520 
1800 

2400 
0 

0 
3000 

0 

80 9 9750 
112s 112S0 11250 

40000 100K 40000 
3M 310K 3w 

2S80O 1 8 
1900 190 1900 
600 60006000 

3000 3000 3000 
0 0 0 

0 0 0 
3750 375 3750 

0 0 0 

70 
11250 

40000 
38006 
2510)0 

1900 
600 

3000 
0 

0 
3750 

0 

850 
11250 

40000 
38060 
25000 

1900 

300 
0 

0 
370 

0 

797S0 
101250 

272000 
ZS8100 
175440 

12920 
40100 

20400 
0 
0 
0 

25500 
0 

F1XE0 COSTS 
Aministrative Costs 
Management/Accounting/ 

Support 
Office Supples/ 

Communications 
External Audit 
Insurance Charges 

reasibility Study 
Core Contractor M1ut 

$5000 

5000 

2500 
1500 

10000 
10000 

55000 55000 

5000 5000 

2500 2500 
1SO0 1500 

5000 5000 

55000 

5000 

2500 
1500 

5000 

55000 5OO0 

5OO 5000 

2500 2500 
1500 1500 

sSO 5000SOOO 

500 5000 

2500 2500 
1500 1500 

55000 55000 

SO00 5000 

2500 2500 
1500 1500 

SS000 

50000 

25000 
15000 
10000 
25000 

Fixed Assets 
Neu Equment 
New Uehicles 
Plant hterial 
Lad Purchase 

I8000 
15000 
35OO 

0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
15000 

0 
0 

20000 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

68000 
30000 
S00 

0 

TOTAL COSTS 191922.5 96845 124535 154147.5 193760 Z21SO 202450 202450 202450 202450 1793460 

ITKWrITS -173923. -60045 -16535 43852.5 94240 13750 157550 157550 157550 157550 654540 
0 
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Ttotal Wfits Costs ANNE( 0 

110 wcent discomt 24,916 141754 1167M32 Page 11 of 34 
115 percet discuunt I"33 1115" NMiW 
60 Wcant dmit S53W Af576641774 

NIpernft discount 1.21 in .Z4 
i15 pecet discount 1.14 
120 erent discut . 

0 
oraK COSTS 

0 
rot. 01O COSTS 0 

reasibility Study 10000 1000 
Core Contractor flt 10000 S000 5000 so00 25000 

dit lE low 1000 100 IN 5000 
Equty ruwi I2SO0 0 0 a 0 0 0 0 0 0 12500M 

IOT. 1400 w 6000 6000 O10 0 0 0 0 0 15M0 

Project MPU/Tot.lID costs I.S1 

,1/
 



TABLE 0-5 
ECIWIC MLVSIS ICK KMW riA PMJCT:COTTO SS INTIM ENIPLE rIut ANNEX 0 
usin s m prim W im iq MIB gmt-funded cuts Page 12 of 34 

VEM One Tw Three rWr rive Six Seven Eight Nine Ten TOMK 

SILS KU[ S 271006 315000 31000 $50000 $500004 7M0 $72000 $72 4000 $72000 405000 

WM1LE COSTS 
[I Ilterials 
Labor Ue"200 

31250 31250 312S 
2 SZ50S0052500 

31258 31250 
52 5Z50 

32500 
52500 

32500 
52500 

32500 
5250 

32 0 
52500 

32500 
s200 

31875 
52S006 

Giin,ilnug. Utilities 
EquipientI inte"e 

and SIe Parts 

IO 
I?0 

12000 
17000 

14400 
17000 

0000 
17000 

18000 
17000 

19200 
17000 

19200 
1700 

19200 
17000 

19200 
17000 

19200 
17000 

169200 
1700 0 

0 
Omstic ran rt 400 100 00 400 0 $00 400 $00 $00 400 4000 
International Transport 

and Loading Charges 
Comissions 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
0 
0 

Storage Costs 
Land Rental 

400 
6000 

$00 
6000 

400 
6000 

400 
6000 

400 
6000 

400 
6000 

400 
6000 

400 
6000 

400 
6000 

$00 
6000 

4000 
60000 

0 
riXE0 COSTS 0 

Admnistrative Costs 0 
flanagement/tccounting/ 15000 15000 15000 12000 12000 12000 0ZOO O12000 12000 12000 129000 

Support 0 
Office supplies/ 

Cwwfunications 
1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 10000 

0 
External Rudlt 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 10000 

Insurance Charges 600 900 800 1000 1000 10 00 1000 1000 1000 9200 

feasibzilty Study 12000 0 0 0 0 0 0 0 0 0 12000 

Core Contractor flt 6000 6000 5000 3000 0 0 0 0 0 0 20000 
0 

fixed Rssets 0 
New Equipnent 30000 30000 0 0 0 30000 30000 0 0 0 120000 

Buildings 0 0 0 0 0 01 0 0 0 0 

Neu Uehices 0 0 0 0 0 0 0 1 0 0 0 

Land Improvement 
Land Purchase 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

a 
0 

0 
0 

Total Cast$ 183950 173350 144750 143550 140550 173000 173000 143000 143000 143000 1561150 

TKI LIIS 8600 141650 215250 306450 309450 299000 299000 329000 329000 329000 1643850 
A 
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NETP1(5W 'I'K 

110 percent dicaunt 
I 15 percent dimount 
120 percent discount 
60 percent discount 

I 90 percent dicmt 

TOTE. 
1650685 
13506? 
113239 
451739 
313721 

ML'crs 
27115 
227393 
1910664 

9516 
67426? 

110 percent discount 
115 percent i wout 
120 percent discount 
160 percent discount 
190 percent discount 

9/C 
2.54 
Z.17 
2.40 

.2.02 
1.9? 

Total AI-funded costs 
reasibility Study 
Core Contractor Mgmt 
Rccounting/%dit 
Grant funding 

12000 
6000 
1o 

12000 

a 
6000 
1000 

0 

rOTE. 144000 7000 

WV PROJECT/TOT.ARI COSTS 10.19 
at 101 discount rate for NPUproject 

COSTS 
1070629 

w2 ? 
1125 

+1287? 
360561 
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1,87 

a 
5000 
1000 

0 

6GO0 

0 
3000 
1000 

0 

4000 

0 
0 

100 
0 

1000 

0 

0 
0 

0 
0 

0 
0 
0 
0 

a 

0 
0 
0 
0 

0 

0 
0 
0 
0 

0 

0 
0 
a 
0 

0 

12000 
20000 

SOO0 
125000 

162000 



TABLE 0-6 
ECOM iC .YIMS V ECK I 1r rnU I pUJCT:UEETU.E PUIM TION (ST.UINT): EmNNFi0 

Page 14 o 34 
uslg "dmprices and icludq 1111 grant-funded costs 

YER 	 One Tu wee row Fiue Six Sevn Eight kne TenTOTI. 

150000SALES1LUfS t000 1530000153000015300 I 15300000IS0000015 IS3000 1530000 IS0S) 

0UNMfLE COSTS 
210000 	 210000Rwlbterils 210000 2100000 210000 210000 210000 210000 2100 210000 2100000
 

Ag. Labor 39150 39150 39150 39150 39150 39150 39150 39150 39150 39150 391500
 
Labw Pc. Costs 60000 60000 60000 600 60 60000 60000 60000
 
Packaging lhterials 17SO 175000 175000 11000 140000 110000 110010 10006 140000 14000 150500
 

9000 9000 9000 9000 9000 9000 9000 9000 9000 9000 90000
Utilities 

Equipmt ainteance 21000 21000 21000 21000 21000 ZIO1N i 21000 21000 21000 210000
 

and Spare Parts 0
 
18000 8000 180000
Ohestic TriAft 18000 18000 18000 	 18000 18000 18000 18000 18000 

International Transport 343000 313000 343000 343000 343000 343000 313000 313000 343000 313000 3430000
 
and Loading Charges 0
 

183600 183600 183600 183600 183600 183600 183600 183600 183600 .183600 1836000
Comissions 

Land Rental 15000 15000 15000 15000 1SOOOISOOO15000 100 15000ISOO1 150000
 
Lease of Cooling 'acil. 15000 15000 15000 	 ISO00 IS000 15000 15000 15000 15000015000 1SO0O 

Irrigation Charge 30000 30000 30000 30000 3000 30000 30000 30000 30000 30000
 

0rixo cosrs 
0OAministrative Costs 

flagement/Rccounting/ 78000 78000 78000 78000 78000 78000 78000 78000 78000 78000 780000
 
0
Support 


Office Supplies/ 3000 3000 3000 3000 3000 3000 3000 3000 3000 3000 30000
 
0Comunications 

2000 2000 2000 2000 2000 20000
External Audit 2000 2000 2000 	 2000 2000 

3600 3600 3600 3600 3600 3600 3600 36000
Insurance Charges 3600 3600 3600 


Feasibility Study 30000 0 0 0 0 0 0 0 0 0 30000
 

Core Contractor Ngnt 20000 15000 15000 10000 0 0 0 0 0 0 60000
 
0 
0Fixed Rssets 


89000
New Equipnent 55000 	 31000 
15000
New Uehicles 15000 


Expansion of Pack, She 15000
 
300000
Irrigation Cost 300000 

0Land Purchas 

0
 

TOTAL COSTS 1610350 1220350 1220350 	1100350 1170350 1204350 1170350 1170350 1170350 1170350 11402500
 

359650 3 359650 3897500
NET BErITS -110350 309650 309650 349650 359650 325650 59650 359650 
 n 



TABLE 0-6 
NET' " rOMtM IITS COSTS 
I10 percent discoit18%49110311305 8,19925 
115 percent discount ISMi 8830523 7329538 
iZO percent discout 123517 7697379 65S3831 
I percent discount 893678 614902 5Z5S5394 
0 percent discout 67%7 516969 449802 
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I10 percent discount 
11Spercent discount 
120p centdLscount 
I Upercent dscount 
10 percent discount 

B/C 
1.22 
1.20 
1.19 
1.17 
1.1S 

lit 2.83 

AID OTA.COSTS 0 

Feasibility Study 
Core Contractor flnt 
Mt 

Grant to 6M5 
quity to firn 

30000 
20000 
1000 

300000 
200000 

0 
1SO00 
1Q00 
0 
0 

0 
1S000 
1000 

0 

0 
10000 
1000 

0 

0 
0 

1000 

0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 30000 
0 60000 
0 SO00 

300000 
200000 

TOIRIL SSIO00 16000 16000 11000 1000 0 0 0 0 0 595000 

Project NPU/0I0 Costs 3.10 

IV)l 



TABLE 0-7 
£EClC MIKYSIS oWqUICK RSMlC 11 P0J[CT:PSSIO rIT PWCSSIN6 EKP.E SIX 
using di rice ad icluding lUSNOgrant-funied costs ANT C 0 

Page 16 of 3h 
YEN One two Three Four five Six Seven Eght Nine Ten TOTRL 

SKtES REJNUS 86400 17Z800 28000 432000 576000 576000 S76000 576000 576000 57600 43200 

UNINLE COSTS 
to btuar s 46201092IN 15000 231000 308000 308 3000 3=0000 388000 3000 2371600 
LabeorUw 1200 1600 2400 3200 I800 46M 4W 40 100 800 37200 
Packang Cost: 0 0 0 0 0 0 0 0 0 0 0 
Utilities 725 885 1040 1195 155 1155 1155 155 1455 1155 12575 
Equipwnt llntenne 863 1150 1150 1438 1438 1438 1438 1438 1I38 1438 13229 

and Spare Parts 
Ofestic Transport SS 9Z0 1175 1770 2300 2300 2300 2300 Z300 Z30 1820 
Internatiwau Transport 0 0 0 0 0 0 0 0 0 0 0 
and Loading Charges 

Comission 0 0 0 0 0 0 0 0 0 0 0 
Storage I freezing costs 2690 5380 8960 13450 17930 17930 17930 17930 17930 17930 138060 
Land Rental 0 0 0 0 0 0 0 0 0 0 0 

ITHECOSTS 
R&inistratiue Costs 
Managment/Occounting/ 30000 30000 30000 30000 30000 30000 30000 30000 30000 30000 300000 

Support 
Office Supphes/ 270 3P5 500 650 865 865 865 865 865 865 6955 

Communications 
External ludit 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 10000 
Insurance Charges 1510 1540 1540 2000 2000 2000 2000 2000 2000 ZOO0 18620 

Feasibility Study 8000 0 0 0 0 0 0 0 0 0 8000 
Core Contractor Mgmt 8000 8000 4000 4000 0 0 0 0 0 0 21000 
Food Technalogist IR 1SO00 0 (1 0 0 0 0 0 0 0 

Fixed Rsets 
New Equipnent 115000 0 0 0 0 0 0 0 0 0 I15000 
New Uehicles 1000 0 0 0 0 0 0 0 0 0 34000 
Land lprowet 0 0 0 0 0 0 0 0 0 0 0 
Land Purchase 0 0 0 0 0 0 0 0 0 0 0 

0 
TOTAL COSTS 265063 143220 205765 289703 36978 369788 369?88 369788 369788 369788 

0 
RETEHrI1S -178663 ZSO0 82235 142297 206212 20621' 206212 206ZI2 20621' 206212 1312721 

0 



IL xw &TOTAL KJCNITS COSTS A 0 
110 percent dtisount rate 697W6 

015 percent discount rate S1S93 

20 percent discount rate 38229 


ISO percent discount rate 3120 

S rcent dlsciJot rate -S8840 

B/C 
310 percent discount rate 1.35 
1S percent discount rate 1.31 
120 percent discount rate 1.2? 
ISO percent discount rate 1.01 
V75 percent discount rate .89 

COSTSOTHER 

TOTAL RI COSTS
 

reasiblity Study 8000 
Core Contractor Ilt 8000 
Grantlrood tech TR 15000 

Rudit 1000 
Equity 100000 

TOTAL 132000 


Project HPU/RIU cost 4.59 


26916 
2171772 
17803 

768%67 
499101 

1"M5 
165SO 
14060 

7377Z8 
5S691 
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IRR 
.56 

.00 
0 
0 

0 
8000 
0 

1IO0 

0 
4000 
0 

1000 

0 
iO( 
0 

1000 

0 
0 
0 

1000 

0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

8000 
Z4000 
15000 
5000 

100000 
0 

9000 SO00 SO00 1000 0 0 0 0 0 152000 
0 
0 

4,.9 

4)
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QUICK RESPONSE ACTIVITY: EXAMPLE 1
 

Production and Marketing of Cardamon
 

Research and development on cardamon production in Dominica has shown
 
that the crop can be grown successfully and has commercial potential in export
 
markets. In this example, a potential project is described in which
 
approximately 50 growers cooperate to form the Cardamon Growers' Association
 
of Dominica. Each farmer will grow between 2 and 3 acres of the crop. The
 
Association will be responsible for providing farmers with required inputs and
 
for marketing the cardamon (to Middle Eastern markets - in particular, Saudi
 
Arabia - trans-shipping through the U.K., and utilizing the services of
 
Central American spice brokers). The Association is assumed to be open to all
 
interested growers, as a result, it is eligible for grant-funding under the
 
HIAMP program and has applied for a grant (to cover the costs of fixed capital
 
items, feasibility study preparation, and technical assistance support during
 
the formative years of the project.
 

Financial and Economic Analyses of Quick Response
 
Fund Project - Cardamon (See Tables N-6 and 0.2)
 

Assumptions:
 

1. 15 acres of cardamon are planted each year over a seven year
 
period, giving a total project acreage of 105 acres.
 

2. Cardamon takes 3 years before a crop can be harvested. Average
 
yield increases from 3 short hundred-weights (3 x 100 lb.) per acre in Year 3
 
to 5 cwts in Year 5, and 6 cwts/acre thereafter (Years 6 through 10).
 

3. Average f.o.b. price for export grade cardamon is estimated at $850
 
per cwt. (100 lbs.). At current and expected world prices for cardamon, the
 
assumed project average price is conservative and for middle export grades.
 

4. As a result of the phased planting program, the assumed harvested
 
production over the ten year period presented for project analysis purposes is
 

Year 1 2 3 4 5 6 7 8 9 10
 

Output (cwts) 0 0 45 120 210 300 390 480 570 615
 

5., The agricultural labor rate per day is assumed to be EC$25
 
(approximately US$9.60). N.B. This rate has been used throughout Examples 1
 
to 6. However, this daily rate is, in practice, the return to farm workers
 
for 4 hrs. only in the field undertaking farming practices. Required 4 hr.
 
labor days per acre for nursery establishment are 66 per acre in Years 1
 
through 7 (until all 105 acres are planted); planting, maintenance and
 
harvesting of the crop require 38 4hr. days/acre/year.
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6. Materials - the materials cost of nursery establishment are
 
estimated at $140/acre, with over half this cost being associated with the
 
purchase of nursery tools (specialized sprayers etc.) - about $100/acre - and
 
$30/acre for crop chemicals. Raw material requirements for crop maintenance
 
are estimated to be $79/acre (i.e. fertilizers - $43, crop chemicals - $36).
 

7. The line item 'Packaging Costs' is a composite which includes the
 
non-labour costs of dehusking, washing, drying and bagging the cardamon, plus

the cost of the sack. Estimated cost per cwt. of export cardamon is $5.
 

8. Utility costs in cardamon production and harvesting are minor, and
 
have been estimated at $1 per cwt. harvested.
 

9. Equipment maintenance and spare parts for the project have been
 
estimated on an acreage basis, viz. $30 acre in Year 1, $35 in Year 2, $40 in
 
Years 3 to 5, $45 in Year 6 and reducing to $40/acre in Years 7 through 10 as
 
the cardamon processing plant (see fixed costs) is refurbished in Year 7.
 

10. Transport cost from processing plant to dockside in Roseau is $1.66
 
per cwt.
 

11. Storage costs in the warehouse at Roseau, on average, are estimated
 
to be $1 per cwt.
 

12. Land rental osts are estimated at $60/acre.
 

13. Management/accounting support: includes the salary and overhead
 
expenses of General Manager, accountant, fieldman, secretary/clerk.
 
Management would be heavily involved with supervision of the cardamon
 
processing facility and production, selection, training of the farmer
 
participant:, in the first years of the project - estimated total annual cost
 
of $36,000.
 

14. Office supplies and communications are estimated at $5,000 per
 
annum. A telex machine is to be located at the Association's offices and is
 
the communication link for market intelligence between the producers and
 
brokers/buyers/relevant trade personnel.
 

15. New equipment and buildings. The shell of the cardamon processing

facility and construction of the office space for the Association is estimated
 
to be $35,000; machinery costs will approximate $95,000 and include purchase

of milling equipment, dryer, raker, conveyor belts and superstructure, bagger,

water-powered generators etc. Mill facilities will be refurbished, at a cost
 
of $30,000, in Year 7.
 

16. A pick-up truck is assumed to be purchased in Year I for $15,000
 
(landed cost in U.S. currency, net of duties, in Dominica). The vehicle is
 
for distribution of inputs, collection of output, transport of growers to
 
extension meetings etc. In Year 5, the vehicle is replaced.
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17. Scononic Analysis 

(i) The labour wage (unskilled labour) component and raw 

materials purchased from off-shore component have been adjusted by appropriate
 

viz. the official exchange rate is assumed to be overvalued by
shadow prices; 


25 per cent (i.e. imported raw material costs are increased by 1.25 
for the
 

purposes of the economic analysis), and the unskilled labour wage rate 
is
 

"market* rate (i.e. unskilled labour costs are
assumed to be double the 

decreased by 0.5 for these analytical purposes).
 

(ii) Feasibility study - under the project, a feasibility study
 

will be undertaken to identify the financial and economic feasibility of the
 

venture - estimated cost to AID of $15,000.
 

(iii) Consultant's core management support (i.e. monitoring of the
 

implementation of the cardamon production and marketing activity) by the
 

Management Advisor is estimated to be 20 days in Year 1, 10 in Year 2, 30 in
 

Year 3 ( when the first harvest is due), and 10 days in Year 4. At $500 per
 

Advisor day, the total cost of support in this cost category is estimated to
 
be $35,000. 

(iv) AID-financed project audit cost of $1,000 for each of Years 

1 through 5. 

QUICK RESPONSE ACTIVITY: EXAMPLE 2 

Production and Marketing of Black Pineapple
 

The black pineapple grown in Antigua is unique within the Caribbean
 
region and, in the past (pre-early 1970's), it has been exported to the U.S.
 

and the countries in the Greater Antilles as a premium fresh produce product.
 
Within the last decade, commercial stands of black pineapple have declined in
 
Antigua, available supplies have been sporadic, although demand has remained
 
very strong from the domestic tourist sector and export buyers have continued
 
to maintain interest in the product. In this example, a potential project is
 
described in which an existing grower wishes to expand his enterprise to a
 

larger commercial scale of 65 acres. The growers intend to service the
 
requirements of the domestic market, in particular the price insensitive but
 

quality and quantity sensitive hotel and restaurant sector, for a proportion
 
of the crop as pineapple prices to the growers in this sector (averaging
 
$0o.70/lb) are significantly higher than in the export market ($0.30/lb. f.o.b.
 
Antigua).
 

The grower is seeking equity funds under the HIAMP program to assist in
 

purchase and installation of an irrigation network on the 65 acre production
 

unit, and the construction of a reservoir to gaurantee water supplies.
 

Additionally, the grower seeks grant-funding to provide technical assistance
 

on production, post-harvest practices, and marketing issues during the
 

formative years of project implementation.
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Financial and Economic Analyses of Quick Response Fund
 

ProJect - Black Pineapple (See Tables N-7 and 0-3)
 

Aasuptions:
 

1. 65 acres of pineapple are planted in Year 1, the plants yield 2
 

harvests every 3 years. Average harvestable yield increases and average
 

annual production as per below:-


Year 1 2 3 4 5 6 7 8 9 10
 

Pineapples per acre
 

('000) 11 11 12 12 14 14 16 16 16 16
 

('000) lbs. pineapples/
 

acre 16.5 16.5 18 18 21 21 24 24 24 24
 
Average annual
 
production* ('000 Ibs) 708 708 772 772 901 901 1,030 1,030 1,030 1,030
 

* Yield x acreage x 0.66 (i.e. to reflect 2 harvests per 3 year period). 

2. Sales Revenue - It is assumed that the grower sells 214,500 lbs. of
 
pineapple per year into the domestic market (for tourist and local
 
consumption) at an average price of $0.70 per lb.; this is a conservative
 
assumption as it does not take account of potential growth in pineapple demand
 
associated with growth in tourist arrivals over the ten year period.
 
Remaining production is sold into export markets (regional and extra-regional)
 
at $0.30 per. lb. f.o.b. St. John's, Antigua.
 

3. Raw material costs of pineapple production are estimated to be $215
 
per acre, comprising: nursery stock - $110; fertilizer - $60; crop chemicals 
$35; and miscellaneous - $10; which remain constant through the ten-year
 
period analysed for the project.
 

4. Establishment and maintenance of the pineapples in the first year
 
are estimated to require approximately 35 labour days per acre (i.e. 35 labour
 
days @ 4hrs. field work/day, and EC$25.00 per labour day wage), taking into
 
account labour costs for nursery, land production and cultivation, fertilizers
 
and chemical applications etc. In subsequent years, labour requirements
 
decline to about 23 labour days per acre, reflecting reduced establishment
 
costs and the requirement to harvest in only two out of every three years.
 
The category 'Labor Wages' includes the labour costs of packing pineapples for
 
domestic and export sale.
 

5. Packing costs - pineapples sold to the domestic market are sold in
 
plastic bags, at 30 pineapples to the bag and a packaging cost of $0.20/bag
 
i.e. total packaging material costs for pineapples destined for the domestic
 

http:EC$25.00
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market remain constant at $953. 
pineapples for the export market 

are packed
 

box of $1.40, as export volume
 
in boxes, 20 pineapples per box, at a cost 

b 


expands to its maximum in Year 7, 
packaging material costs for export 

boxes
 

increase to approximately $38,000 
per year.
 

Utility costs are estimated at $8 per 
acre to cover water pumping
 

6. 

and operation of the minimal farm machinery.
 

7. Equipment maintenance and spare part costs are 
assumed to average
 
Major items include
 

$25 per acre per year throughout the life 
of the project. 


maintenance and repair of irrigation equipment 
and a small horse power tractor.
 

Domestic transport costs are to cover hire 
of trucks to move
 

8. 

pineapples from farm to point of domestic 

sale and to point of export shipment
 

An average cost of $0.005/lb. of harvested 
product
 

(sea port and airport). 

has been assumed to cover domestic transport 

costs.
 

9. Management/accounting support is estimated to be $48,780; covering
 

salary and associated costs of a general manager, 
accountant/book-keeper,
 

senior fieldsman/irrigation engineer, marketing/salesperson.
 

The office supplies/communciation cost component 
includes the
 

10. 

rental and operational costs of a telex machine 

for the export sales business
 

both within and outside the region.
 

11. A drip irrigatLion system is assumed to be 
purchased as an integral
 

part of the project - purchase and installation is estimated to cost $1,000
 

per acre., plus $10,000 for turn-key pump/generator 
and associated equipment,
 

for a total cost of $75,000.
 

A pick-up truck is assumed to be purchased as a project
12. 

requirement, the truck is replaced in Year 5 of the project.
 

assumed for the project.

13. Land improvement costs of $30,000 are 


This component covers the cost of reservoir 
construction and "benthenite"
 

treatment (to seal the reservoir).
 

14. Economic Analysis
 

(i) As per the previous example (cardamon), 
shadow prices have
 

been assigned to unskilled labour rates and 
to the proportion of the raw
 

imported products (i.e.
 
materials category that represents 

purchases of 


fertilizers and chemical costs).
 

(ii) A charge of $20,000 has been assigned 
for undertaking a
 

the proposed project. Production aspects of pineapple

feasibility study of 


production in Antigua are well documented and, as a result, 
the study would
 

have particular emphasis on export marketing 
opportunities for black pineapple.
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(iii) Core contractor management costs for monitoring the project
 

are estimated to be $25,000 in total reflecting an input of 20 days in Year 1,
 

15 in Years 2 and 3, and ten days in Year 4.
 

(iv) AID-financed project audit cost of $1,000 for each of Years
 

1 through 5.
 

QUICK RESPONSE ACTIVITY: EXAMPLE 3
 

Production and Marketing of Anthuriums
 

Over the past decade, small quantities of anthuriums have been produced
 
by growers in the Windward Islands and air-freighted to markets in Europe and
 
North America. In very recent years, there has been increasing interest in
 
expanding the scale of operations, particularly in St. Lucia, Dominica and St.
 
Vincent, to service the growing demand for this long shelf-life product in
 
these markets. In this example, a potential project is described in which a
 
St. Lucian private sector business person wishes to expand from a trial one
 
acre plot to a sustained production base of 20 acres. Target markets for the
 
product are assumed to be the U.K., the U.S., and Canada. Equity funding is
 
being sought for purchase of planting material, irrigation equipment,
 
shade-netting, and associated farm equipment. Additionally, technical
 
assistance on agronomic and post-harvest practices is required to increase the
 
unit value of the export blooms.
 

Financial and Economic Analysis of quick Response Fund
 
Project - Anthuriums (See Tables N-8 and 0-4)
 

Assumptions
 

1. The following planting and maintenance program is assumed:
 

Year 1 2 3 4 5 6 7 8 9 10 

Acres 
established 1 4 5 5 5 5 5 5 5 5 

Acreage 
maintained 1 2 6 11 16 20 20 20 20 20 

Total acreage 2 6 11 16 21 25 25 25 25 25 

In Year 1, 1 acre of anthuriums are already established (trial plot
 
output) and 1 acre of imported hybrid planting material is set. In Year 2, 4
 
acres of hybrid anthuriums are added using planting material from the
 
now-established 1 acre of hybrid anthuriums planted in Year I. Subsequently,
 
5 acres of hybrids are planted each year to reach the 20 acre target for
 
harvestable plants (requiring 25 acres in total to ensure a sustained yield
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from 20 acres), and to replace hybrid plants placed in 
years 1 through 5 that
 

have productive output that is less than optimum (re-planting, 
on average,
 

will occur every 5 years).
 

2. The assumed yield of export quality blooms is 60,000 per acre.
 

Actual yields can be close to 200,000 per acre, however, a conservative 
yield
 

figure has been selected as successful export market penetration will be
 

contingent upon maintaining high quality shipments.
 

Average f.o.b. prices for export grade anthuriums are assumed to be
3. 

$0.30 per bloom; this figure is in the mid-range of actual f.o.b. prices
 

received by growers in the past year in the Eastern Caribbean. At peak
 

production, sustained through Years 6 to 10, 1,200,000 blooms would be
 

exported, generating a total export sales revenue of $360,000 per annum.
 

Additional revenue could be generated by the growers through sale of hybrid
 

in this example, such salis have not been included.
anthurium planting stock, 


4. Establishment costs for the hybrid anthuriums are estimated to
 

average $5,900 per acre; of this total $4,500 is attributable to labour costs
 

i.e. close to 470 labour days per acre (this underlines the high labour
 
requirement for this crop - establishment requires about 2 person years per
 
acre, given that a labour day in the Easter Caribbean is 4 hours of actual
 

field time). Growing medium costs are estimated at $1,000 per acre, a figure
 
substantially less than could be anticipated if growing medium were imported.
 

However, fibrous coconut husks have proven to be acceptable as a medium under
 
local conditions. Fertilizers and crop chemicals for establishment have been
 

estimated at $400 per acre.
 

5. Operational (i.e. maintenance) costs are estimated to be $5,400 per
 

acre. Again, there is a relatively very high labour input requirement
 

($3,800/acre i.e. close to 400 labour days per acre). Harvesting costs are
 
subsumed) within this cost category. Of the materials cost of $1,600/acre,
 
approximately 75 per cent is attributable to fertilizer ana hemical costs
 

6. Packaging costs are estimated as: 42.15 per box and associated
 

wrapping materials; 100 blooms per box i.e. $1,290 per acre.
 

7. Utility costs are estimated at $95 per acre and largely reflect the
 

fuel costs of irrigating, in particular, the anthuriums that are being
 
established each year.
 

8. Equipment maintenance and spare parts costs are estimated at $300
 

per acre of production acreage. Repairs/additions to the shade netting are
 

assumed to be $200 per production acre, and buildings/irrigation equipment
 

repairs at $100 per production acre.
 

9. Domestic transport - i.e. boxed export product being transported
 

from point of packaging to Hewanorra Airport in St. Lucia - is assumed to be*
 
hired at a cost of $0.25 per box.
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10. Prior to packing, it is assumed that the anthuriums are treated
 
with a chemical preservative, at an estimated cost of *0.25 per 100 blooms.
 

11. Management/accounting support is estimated at $55,000 per year,
 
which includes salaries and associated expenses for a General Manager, two
 
senior field supervisors, an accountant book-keeper and clerical/secretarial
 
assistant.
 

12. Office supplies/communication costs arq estimated at *5,000 per
 
annum. Telex rental and operations will be significant in this business which
 
has markets in both North America and Europe.
 

13. It is assumed that implementation of the project requires the
 
purchase of $48,000 of new equipment in Year 1 viz.
 

* 

Irrigation system on 10 acres (includes generator,
 
pump, moveable sprinklers @ $800/acre i.e. 8,000
 

2 x 2 wheel tractors with spray booms and
 
attachments @ $4,000 8,000
 

Knapsack sprayers and miscellaneous hand tools 2,000
 

Concrete base packing shed and lock-up storage area 10,000
 

Shade necting @ $1,000/acre 20,000
 

Replacement of same in Year 6 20,000
 

TOTAL $68,000
 

14. A pick-up truck is purchased in Year 1, at a cost of $15,000, and
 
replaced in Year 5.
 

15. In Year 1, it is assumed that hybrid planting material is purchased
 
from the Netherlands, sufficient to plant 1 acre. This material provides the
 
base stock from which the sustained yield of 20 acres of anthuriums will be
 
drawn. The cost of tne material is estimated to be 435,000.
 

16, Economic Analysis
 

(i) As per examples I and 2, unskilled labour costs and importeti
 
raw material costs (including plant preservation) nave been adjusted by
 
appropriate shadow price rates, viz. 0.5 for labour costs and 1.25 for
 
imported raw materials.
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(ii) A feasibility study, costing $10,000, is assumed to be
 

undertaken to assess the financial and economic viability of the 
project.
 

Core contractor management (i.e. supervision time over the
(iii) 

first 4 years of the project) is estimated to take 20 days per year 

in Year 1,
 

and 10 days per year in Years 2 through 4.
 

(iv) An AID-financed project audit cost of *1,000 for each of
 

Years 1 through 5.
 

QUICK RESPONSE ACTIVITY: EXAMPLE 4
 

Production and Marketing of Sea Island Cotton
 

Sea island cotton is a premium grade cotton, characterized by very long
 

staple length. It has been grown in the Eastern Caribbean for many years,
 

although production declined sharply in the 19509 and 1960s in response to
 

lower prices resulting from increasing market pressure from artificial
 

fibres. However, increasing interest has been expressed more recently in this
 

high quality cotton product as demand for 'natural' fibres, and in particular 

premium grade fibres, has had a recrudescence. In St Aitts and Nevis, sea 

island cotton growers have been offered $4.50 per lb. for lint cotton, over a 

five year period, by a Japanese buyer; this price is - ,roximately three ttmes 
In t example, a pot.entialthe prevailing price for regular grade cotton. 


project is described in which the Nevis Sea Island Cc.ton Growers' Association
 
gears up production to take advantage of the lucrative market opportunity
 

outlined above. The Association seeks grant-funding to purchase required
 

equipment, finance the purchase of inputs, undertake a project feasibility
 

study, and to elicit technical assistance on sea island cotton production and
 
processing.
 

Financial and Economic Analysis of Quick Response Fund
 
Project - Sea Island Cotton (See Tables N-9 and 0-5)
 

Assumptions:
 

1. 40 growers of cotton undertake to plant 5 acres each in Year 1 i.e.
 

total project acreage is 200.
 

2. Yield of seed cotton expands from 900 lbs per acre in Year 1 to
 
1,600 lbs. per acre in Year 6:
 

10
4 5 6 7 a 9
Year 1 2 3 


Yield/Acre
 
Seed cotton (lbs.) 900 1,000 1,200 1,500 1,500 1,600 1,600 1,600 1,600 1,600
 

Lint (lbs.) 300 350 400 500 500 525 525 525 525 525
 

,l)); 
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3. Grower price is fixed under contract to a Japanese buyer at *4.50
 
per lb. of lint cotton (f.o.b. Basseterre) throughout the project period.
 
By-products have not been assigned a commercial value, although some growers
 
may feed cotton seed to livestock, the seed output hardly justifies the
 

investment in a seed crusher and oil extractor.
 

4. Raw material costs are estimated at $125 per acre: fertilizer 
$90, crop chemicals - $30; and seed and miscellaneous - $5. In Year 6 through 
10, raw material costs are estimated to increase to $130 per acre. 

5. It is estimated that the labour requirement is about 55 labour days
 
(@ 4 hrs. field time per labour day) per acre. This would cover all labour
 
activities associated with land preparation, planting, crop maintenance, and
 
harvesting (N.B. the contract with the buyer stipulates that the cotton must
 
be hand-picked.) Labour costs per acre are estimated at $525.
 

6. The cost item 'Ginning, Baling, Utils' is a composite category that
 
includes project utility costs as well as the costs of ginning and baling.
 
The estimated cost is $6 per 100 lbs. seed cotton; in international
 
comparation terms, these costs are as much as twice as would be the norm in
 
major cotton producing countries, however, they reflect actual costs in the
 
Leeward Islands.
 

7. Equipment maintenance and spare part costs are estimated at $85 per
 
acre; the major items in this category are maintenance of the linnery and of
 
Association tractors (used in land preparation - diesel costs for their
 
operation are included under 'utils').
 

8. Domestic transport and storage of bales are each estimated at $2
 
per acre. Purchase terms for the lint are f.o.b. dockside at Basseterre, St.
 
Kitts.
 

9. Land rental costs are assumed to be $30 per acre.
 

10. Management/accounting support costs are estimated at 415,000 per
 
year in the first 3 years of the Project. The Association would hire the
 
services of a local cotton specialist to assist in project implementation,
 
then, Association staff would take over the duties in Year 4.
 

11. New equipment costs are estimated at $120,000 over the ten year
 
eriod analysed: viz. 2 x 60 HP tractors @ $17,000; 2 x two row disc harrows @
 
3,000: A x two row cultivators @ $3,000, assorted knapsack sprayers and
 

miscellaneous equipment - $8,000. In Years 6 and 7, one new replacement
 
tractor would be purchaed, and the second tractor would be reconditioned,
 
small-scale equipment would be replaced as necessary (for a total cost of
 
40,000); the ginnery would be reconditioned and refuroished at a cost of
 
20,000.
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12. Economic Analysis
 

(i) Labour costs (unskilled) and imported raw material costs
 

have been adjusted by appropriate shadow price rates (0.5 and 1.25,
 

respectively).
 

(ii) Feasibility study costs for this project are estimated at
 
$12,000. Core contractor supervision would comprise 12 days per annum in
 
Years 1 and 2, 10 days in Year 3, and 6 days in Year 4 (for a total cost of
 
$20,000).
 

(iii) An AID-financed project audit cost of $1,00 for each of
 
Years 1 through 5.
 

IUICK RESPONSE ACTIVITY: EXAMPLE 5
 

Production and Marketing of *Winter Vegetables'
 

Growers and shippers of fresh produce in St. Vincent have long sold
 
tropical fruits and vegetables to markets in the U.K. and, more recently, to
 
Canada. These shipments have been largely sold to ethnic markets in these
 
countries (i.e. Caribbeans living in the U.K. or Canada), although a major
 
grower (Orange Hill Estate) produced 'winter vegetables* for the U.K. market
 
during the winter months (egg plant and zucchini). In this example, a
 
potential project is described in which a private sector grower (with an
 
off-shore joint-venture partner with experience in and access to market
 
opportunities in the U.S.) leases 300 acres from the Government of St. Vincent
 
and the Grenadines and produces 'winter vegetables" for the U.S. market
 
(mainland U.S. and Puerto Rico). In this context, "winter vegetables' refer
 
to produce that is regularly grown in the U.S. during the summer months but
 
which is imported during the colder winter months. The Government utilizes
 
the HIAMP program to gain finance for the installation of a comprehensive
 
irrigation system on the 300 acre plot (part of a recently purchased estate).
 
The private sector grower takes a 15 year lease on the land and uses HIAMP
 
equity funds to purchase equipment and improve existing buildings.
 

Financial and Economic Analyses of Quick Respose Fund
 
Project - "Winter Vegetables' (See Tables N-10 and 0-6).
 

Assumptions:
 

I.. The production plan for the 300 acre farm is to grow cucumbers, egg
 
plants, water melon and bell peppers for the U.S. market during the winter
 
months, hnd corn and blackeye peas as a second crop in the summer months, to
 

be sold on the domestic market.
 

()1 
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Marketable
 

Crop Acreage Production lbs. per acre
 

Cucumber 100 16,500
 
Egg plant 90 16,500
 
Water Melon 60 20,000
 
Bell Pepper 50 14,000
 

Corn 250 100 bu. per/acre
 
Blackeye Peas 50 2,500
 

Marketable produce is considered to be about 70 per cent of total
 
production. In this example, it is assumed that there are no sales revenue
 
from local sales of produce that is not of export grade.
 

2. Sales revenue a per acre for the above six crops is assumed to be:
 

* 

Cucumber 3,600
 
Egg Plant 4,500
 
Water Melon 4,000
 
Bell Pepper 7,000
 
Corn 660
 
Blackeye Peas 300
 

*20,060
 
=a===
 

Total sales revenue per year from the six crops is $1,530,000.
 

Sales revenue estimates are based on the following price
 
assumptions.
 

(a) Median Puerto Rico/
 
Miami c.i.f. 	Prices
 

$/Pack Produce Weight/Pack (lbs)
 

Cucumbers 12 35
 
Egg Plant 9 33
 
Water Melon 16 80
 
Bell Peppers 14 28
 

(b) St. Vincent Flour and Feed Mill have a guaranteed price to
 
farmers for maize of $6.60 per bushel. Blackeye peas have a ready domestic
 
and/or regional market at an f.o.b. price of $0.12 per lb.
 

3. Raw material costs are estimated to total $168,000 per year,
 
comprising:
 

ri 
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/acre 

Cucumber 420 
Egg Plant 
Water Melon 

525 
390 

Bell Peppers 625 

Corn 90 
Blackeye Peas 25 

These costs are for seed, fertilizers, and crop chemicals. With
 
the minor exception of pea seed, all items will be acquired from outside St.
 
Vincent.
 

4. Unskilled agricultural labour costs for the project are estimated
 
at $78,300 per year, i.e. about 8,140 labour days (4 hra. field time) or more
 

than 30 person years per year. Labour costs per crop are specified below. 

h/acre 

Cucumber 235 
Egg Plant 265 
Water Melon 175 
Bell Peppers 275 
Corn 20 
Blackeye Peas 35 

It is assumed that the corn and peas will be harvested mechanically.
 

5. Packing-house unskilled labour costs are estimated at $120,000 per
 

year, i.e. about 12,500 labour days or over 50 person years per year. Labour
 
costs per crop are specified below:
 

$/box
 

Cucumber 1.30
 
Egg Plant 0.80
 
Water Melon 0.80
 
Bell Pepper 1.30
 

Plus $5,000 unspecified labour costs for general duties.
 



ANNEX 0 
Page 31 of 34 

6. Packaging materials are estimated at *140,000 per annum, viz:
 

*
 
Package
 
Cost/Unit
 

Cucumber 1.20
 
Egg Plant 1.20
 
Water Melon 1.30
 
Bell Pepper 1.20
 
Blackeye Peas 0.20 per 50 lb. sack
 

7. Utility costs are estimated at $9,000. The major item will be
 
diesel fuel for operating tractors and for running a mobile container cooler
 
(the latter item, for example, will u!;e 20 gallons of diesel per day over a
 
three month period, costing aroung $3,500) at $7,000: pack-house utility costs
 
are estimated to be $2,000 per annum.
 

8. Equipment maintenance and spare parts costs are estimated at
 
$21,000 per annum. Field maintenance costs are assumed to be $18,000
 
($60/cwt) to cater for irrigation system repairs and maintenance, and farm
 
machinery maintenance; packing shed maintenance costs are $3,000 per annum.
 

9. Domestic Transport i.e. from farm to point of shipment (or to mill
 
for the corn) costs have been calculated at the rate of $6 per tonne of
 
output. Project aggregate output is about 2,900 tonnes plus package weight,
 
i.e. total domestic transport costs of $18,000.
 

10. International transport and loading charges are estimated to be
 
*343,000 per year. The produce will be sea-freighted in 40,000 lb. cooled
 
containers. Shipping costs per box are:
 

No. Cartons Cost/Carton

'000$
 

Cucumbers 30 3.00
 
Egg Plant 45 2.60
 
Water Melon 15 4.40
 
Bell Pepper 25 2.80
 
11. Sales commission is 12 per cent on the market value of exported
 

produce'i.e. $1,530,000 x 0.12, or $183,600 per year.
 

12. Land rental costs are $50 per acre.
 

13. It is assumed that the Government levy a $100 per acre irrigation
 
charge to cover use of irrigation facilities and water.
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14. Management and accounting support costs are estimted at $78,000 per
 

*40,000 salary for an expatriate or top-qualified regional manager;
ear: 

a
16,000 for administrative staff (book-keeper, secretary); $14,000 for 


senior field supervisor/pack-house manager; $8,000 for other staff.
 

15. New equipment purchases are assumed to total $55,000 in Year 1,
 

with renewal of selected items in Year 6 at a cost of $34,000. Initial
 

purchases will include a small combined harvester and spares ($20,000) a 65 HP
 

tractor (20,000), a disc harrow and 4 row cultivator ($10,000), a planter
 
($5,000), and a pick-up truck (*15,000).
 

16. Economic Analysis
 

(i) Unskilled labour costs and imported raw materials inputs and
 
packaging materials (inthe first 3 years of operations) are valued at
 
appropriate shadow prices (see previous examples).
 

(ii) Feasibility study costs are estimated at $30,000 for this
 
multiple-double-cropping project. Core contracor management supervision is
 
assumed to take 40 days in Year 1, 30 days in each of Years 2 and 3, and 20
 
days in Year 4.
 

(iii) Installation of a drip irrigation system on the 300 acres (a
 
Government investment) is estimated to be *1,000/acre i.e. $300,000 in total.
 

(iv) An AID-financed project audit cost of $1,000 for each of
 

Years 1 through 5.
 

QUICK RESPONSE ACTIVITY: EXAMPLE 6
 

Production and Marketing of Passion Fruit Juice
 

Citrus juices (inparticular, orange) dominate the world fruit juice
 
market, followed a long way behind by tomato juice. In recent years, juices
 
extracted from tropical fruits have made small out still significant inroads
 
into juice markets in developed countries; chief amongst these juices has been
 
passion fruit, a vine crop that has been present in the Eastern Caribbean for
 

some years, but not in commercial quantities. In this example, a potential
 
project is described in which a Dominican private sector business person has
 
taken the decision to process passion fruit into juice and sell on an f.o.b.
 
contract basis to a buyer in Puerto Rico. The processor has promoted the crop
 
in Dominica and now, has over 500 farmers on the island growing passion fruit
 
for sale-at a pre-established price per lb. on a delivered-to-the-plant
 
basis. The entrepreneur has sought equity financing for the purchase of
 
equipment and requires technical assistance on processing technology and
 
practices to ensure project success.
 

I)
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Financial and Economic Analyses of Quick Response Fund
 

ProJect - Passion Fruit Juice (See Tables N-11 and 0-7)
 

Assumptions:
 

1. The processor's farmer network to assure sources of raw material
 

supply covers 540 growers. Deliveries to the plant increase from 300,000 lbs.
 

in Year 1 to 2,000,000 lbs. in Year 5 and on:
 

Year 1 2 3 4 5 6 7 8 9 10
 

('000 lbs)
 
Raw Material
 
Deliveries 300 600 1,000 1,500 2,000 2,000 2,000 2,000 2,000 2,000
 

2. The processor operates the plant at a conversion ratio of 100 lbs.
 

raw material: 48 lbs. juice and seed. The juice and seed is sold, in frozen
 
form, on an f.o.b. basis, Roseau, Dominica, at $0.60 per lb. to a Puerto Rican
 
buyer, price fixed for 3 year period.
 

3. Price to growers for product delivered to the plant is EC$0.40 per
 
lb. i.e. US$0.154 per lb.
 

4. Unskilled labour rates have been costed at the agricultural labbur
 
wage of EC$25/day for 4 hrs. field/plant time. Processing capacity of the
 
plant is much greater than the projected availability of raw material, as a
 
result, capacity utilization is very low in the early years of the
 
investment. In Year I, it is estimted tht 250 labour days will be required to
 
operate the plant rising to 500 in Year 3, and 1,000 labour days per year by
 
Year 5 through 10.
 

5. Packaging costs for this particular investment are zero. The buyer
 
provides the processor with four gallon polyethylene drums for the juice and
 
seed.
 

6. Utility costs are almost exclusively diesel purchases for the
 
generator. It has assumed that the generator operates:
 

Year 1 2 3 4 5 6 7 8 9 10
 

Operating days 40 85 100 115 140 140 140 140 140 140
 

The generator uses 6 gallons of diesel per day at a diesel cost of
 
$1.73/gallon.
 

7. Equipment maintenance and spare part costs rise from $720 per year
 
in Year 1 to *1,435 each in Year 5 through Year 10. The costing formula is
 
0.75 per cent of new machinery cost in Year 1, 1 per cent in Years 2 and 3,
 
and 1.25 per cent in Years 4 through 10.
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8. 	Domestic transport costs are based on the daily rental cost for 
a 5
 

common to shipments of all produce, whether
 ton truck ($23.00 - a rate that is 

itbe bananas or processed juice) multiplied by the number of shipment 

days
 

per year. For example, in Year 1 the calculation is estimated to be 423 x 25
 

shipment days i.e. $575.
 

9. Freezing and cold storage costs per lb. of juice and seed are
 

estimated at 40.0187.
 

10. Management and accounting support costs are estimated to be
 

$30,000, which includes salaries of General Manager and book-keeper/secretary.
 

11. New equipment and machinery costs are estimated at $115,000 in Year
 

1, viz:
 

Pulper 25,000
 
Freezer 85,000
 
Finishes 5,000
 

115,000
 

As capacity utilization is relatively low, it is assumed that this
 

equipment, under an adequate maintenance regime, will not be required to be
 

replaced during the 10 year period of the project that has been analysed.
 

12. A 4 tonne truck and pick-up truck (total cost $34,000) are
 

purchased in Year 1.
 

13. Economic Analysis
 

(i) Unskilled labour wage rates have been adjusted by an
 

appropriate shadow price (0.5 - see previous examples).
 

(ii) An $8,000 feasibility study is undertaken to assist the
 

financial and economic viability of the project, and it is assumed that core
 

contractor management supervision will be 16 days in each of the first 2
 

years, and 8 days in each of Years 3 and 4. Food processing technical
 

assistance is required in the first year, and has been estimated at a cost of
 

415,000.. 

(iii) An AID-financed project audit cost for each of Years 1
 
through 5.
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Introduction
 

HIAMP is designed to have a sustained impact on the methods of production

types of crops grown, market direction and type of capital invested in
agriculture in the region. HIAMP is structured to provide all of the islandsof the OECS countries with technical and financial resources needed to achievi
this impact. That is, it has become increasingly apparent to RDO/C that what
isneeded are resident on-site advisors, well versed in the constraints of
each individual island, capable of putting together bankable projects, and

monitoring their successful implementation. HIAMP is designed to do this.

Additionally, HIAMP will be able to provide the necessary expertise in

production, post-harvest technology, distribution and marketing to sucessfull]

nurture agricultural enterprises on both a case by case, island wide and
 
sub-regional basis.
 

The following organizational structure, project management and precedural

directions demonstrate the methodology of HIAMP. 
The project is complex, as
all RDO/C regional projects are, given the number of islands, and various
organizations involved. Nevertheless, it is the design team's considered
opinion that the following project management structure and functions provide

the optimal form for both on-island economic impact and overall RDO/C guidancE

and policy direction.
 

The Cluster Concept and HIAMP
 

RDO/C has embarked on a reorganiation of its programmic efforts in the

region, structuring the assistance of the Mission into four program clusters.
 
This integration of projects into clusters is designed to provide more direct

impact and rapid delivery of project assistance. In agriculture there are two
components to the cluster, one the multi-faceted HIAMP project which channels
 
technical assistance and funding to commercially viable enterprises; and the

other continued support to regional institutions and support services which
 
provide the back-up support to long-term restructuring of agriculture in the
 
region.
 

HIAMP is the centerpiece of the cluster concept. 
The design of an

organizing central contract with resident advisors fills the vacumn created by
the need to manage a large number of bilateral projects spread out over seven
 
islands with declining numbers of direct hire staff. 
HIAMP fills this need

without creating a new B/G agency which is not needed in the region. 
The
 
services and technical assistance provided by a core contractor, however, are
needed. 
 HIAMP allows for tighter coordination of agricutural projects as well
 
as facilitates the sharpening of policy dialogue. 
HIAMP will foster synergy

in AID's agricultural investment.
 

A. The Design Coordination and Management Contractor
 

1. Organizational Structure of the HIAMP Core Contractor operations
 

The Design Coordination and Management Contractor (DCMC) will station
 
a resident core team of Team Leader and Market Advisor in Barbados and up to

five resident Field Advisors in the OECS countries. The core team will be
 
supplemented by short-term technical specialists in project design and

feasibility, crop production, mariculture, and marketing.
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The Core Team will have agribusiness experience and training, with
 
the knowledge to successfully supervise field testing activities and complete
 
feasibility studies for designing new major sub-project interventions in
 
agriculture production. This will be their primary responsibility and raison
 
d'etre.
 

The Core Team will also have responsibility for securing markets and

for coordination and management of marketing outreach activities under HIAMP.
 
As such they will be linked to market search activities in the U.S. and will
 
utilize regionally based export agencies such as ECSEDA and investor search
 
operations like PDAP. 
The Core Team will serve as a focal point for potential

investors and marketing prospects in the islands. The Field Advisors will
 
provide information on agricultural production and market possibilities for
 
the Eastern Caribbean. In this they will work closely with resident PDAP
 
Advisors and local IDC's.
 

Each Field Advisor will be assigned to a host country in accordance
 
with Implementation Agreements reached between AID and host governments.

These Implementation Agreements will vary from country to country with respect
 
to point of contact and principal liaising agency, as such point and
 
institution of access will vary from country to country. 
The major
 
consideration will be easy access to the local private sector, where
 
facilities are available to put together feasibility studies, and where there
 
is abilility to meet with prospective overseas investors and to hold, store,
 
and retrieve information pertinent to agricultural investment.
 

Rationale for Organizational Structure
 

In numerous discussions with host country governments, agencies and
 
the agricultural private sector in OECS countries, it has become apparent to
 
RDO/C that what is needed is more hands-on experience and direct relations
 
with agribusiness advisors who have access to information on markets, prices,
 
technology and prospective investors. It is also clear that a sustained
 
activity in this area is needed to build up expertise and institutionalize
 
these important connections. At the same time, however, it is also recognized

that the OECS countries do not need another private sector regional
 
organization; but rather, they need personnel to assist them in putting

together bankable projects, securing market niches, and learning the
 
procedures for accessing of investors, investment opportunities and markets.
 
These need to be internalized by persons and agencies indigenous to the
 
region. 
At the end of the project is is expected that HIAMP personnel will
 
have assisted producers to develop better production and post-harvest
 
technology practices and to secure market niches, and local institutions and
 
agents will be better integrated into market infcination networks. Better
 
businessmen, not new institutions will be what HIA4P leaves as a legacy.
 

2. Project Management
 

a. Core Contractor Responsibilities
 

The contractor will provide the international expertise and
 
organization needed to identify and assist foreign private investment and
 
joint ventures in agriculture, and to assist local investors and agencies in
 
accessing markets and finding needed technical information and assistance.
 
The Contractor will operate at three levels: U.S. base backstopping; Regional
 

,%
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HIAMP Project Structure
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Coordination office for project management; on island project identification,
 
technical assistance and project monitoring. The responsibilities and
 
management of the three levels differ but complement one another, and are
 
essential in order to achieve maximum impact on agricultural diversification
 
in the Eastern Caribbean.
 

b. 	 U.S. Cperations
 

The home office of the Core Contractor will provide both support
 
activities for the core team in the field as well as facilitate the essential
 
linkages to markets, brokers, information systems and potential investors in
 
the U.S. This is not expected to be an elaborate operation, but rather
 
compatible with other services such as ECSEDA and PDAP. Specifically the home
 
office will:
 

o 	 respond to queries from the regional office and Field
 

Advisors
 

o 	 conduct a few select, specific investor search operations
 

o 	 screen and arrange field visits of potential investors to
 
Barbados and the OECS countries
 

c. 	 Regional Office
 

The Coie Contractor will establish a regional office in Barbados
 
comprised of a rt am Leader who will be the project manager and a Marketing
 
Advisor. Support staff hired locally will also be provided. Barbados was
 
chosen as the regional base for the project in order that the Tam Leader
 
could liaise on a day to day basis with RDO/C, particularly with the ARDO
 
office and with other RDO/C project activities which complement HIAMP, such as
 
the Small Enterprise Assistance Project with CAIC. Additionally, the Core
 
Team will liaise with other donors, such as BDD and CIDA which have their
 
regional offices in Barbados, as well as other crucial organizations and
 
agencies (CATOJ, CDB and PDAP).
 

d. Ieam Leader Responsibilities
 

The Team Leader is the Project Manager for all HIAMP
 
activities. This person will be responsible for direct supervision of the
 
Core Contract Team under the Project. He/she will be fully responsible for
 
all contractor members, both long-term and short-term, and will provide
 
guidance and overall direction to the Tebam.
 

This 	means that the team leader will assign priorities and set
 
targets for the core contractor operations. He/she will be responsible for
 
directing resources in a timely and efficient way. The team leader will
 
spearhead the dynamics of Wuick Response Activities and be responsible for the
 
overall team's efforts, ensuring high standards of performance of team members
 
and the submission of objectively conceived sub-project proposals.
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Specific responsibilities of the Team Leader can be grouped into
 
the following:
 

o 	 directing, coordinating and supporting the activities of
 
the Field Advisors and short-term consultants
 

- planning and coordinating overall project plans and 
individual country work plans 

- monitoring of all project activities inall countries 
and providing RDO/C with regular feedback on project
and sub-project activities 

- examining and approving all requests for short-team 
technical assistance and for R&D activities above the 
$2500 U.S. per activity advanced to Field Advisors. 

- facilitating the exchange of information between and 
among Field Advisors 

- evaluating on a regular basis team output and 
individual country and sub-project activities 

- providing support services to Field Advisors including
agronomic, technical and market intelligence,
assistance in feasibility studies, investment
 
prospects etc.
 

o promoting the project, particularly with regional

associations, other donors, financial establishments and
 
RDO/C supported agenci~s such as SEA and PDAP
 

o 	 establishing liaison and coordination mechanisms with the
 
above agencies, projects and organizations
 

o 	 managing the design of major projects, including the
 
project design team
 

o 	 directing investor search activities carried out by the
 
Home Office in the U.S.
 

e. 	Marketing Advisor Responsibilities
 

A full-time Marketing Advisor will be posted to Barbados and
 
will be supervised by the Team Leader. The Marketing Advisor will be expected

to travel frequently throughout the Eastern Caribbean and occasionally to
 
North America, the U.K. and Europe to develop potential marketing links.
 

The marketing advisor's role isto work directly with commodity

producers and agroprocessors in securing market niches and to ensure that the

products exported meet quality control and volume standards. T1he advisor will
 
be expected to work with projects at both the design and implementation

stages; in effect the advisor will operate as the marketer for sub-projects in
 
their early stages passing technical expertise to sub-grantees.

Specific responsibilities of the Marketing Advisor include:
 

I 
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o 	 identifying buyers for products considered under Quick
 
Response Activities.
 

o 	 providing sub-projects with information on product
specifications and terms and conditions of specific
 
contracts.
 

o monitoring the marketing process of sub-projects from
 
packing through follow-up at the receiving end.
 

o working with regional traders to detail specifications and
 
post-harvest quality of commodities.
 

o 	 working with comnmdity groups to develop grades and
 
standards for export quality commodities
 

o 	 monitoring market activities as required at each step in
 
the marketing-transport channel to identify, assess and
 
assist with policy problems.
 

o 	 carrying out feasibility studies on the marketing of
 
Eastern Caribbean produce and agro products.
 

f. 	 Field Advisors Responsibilities
 

A major thrust of HIAMP is to provide individual OECS countries
 
with hands-on, experienced agricultural advisors who can assist local
 
producers and business persons in developing successful export products and
 
who can facilitate investor search operations compatible with individual
 
country typography, economy and socio-cultural assets. The Field Advisors
 
will act as AID representatives in the field. They will work with local
 
private sector individuals and associations to develop project activities
 
which will both build on local comparative advantages as well as alleviate
 
constraints to successful export oriented agricultural diversification.
 

The Field Advisors are expected to work with local privat sector
 
organizations, but also to operate as relatively independent advisors capable

of liaising with numerous individuals and associations in the the public and
 
private sectors. rhese advisors will be responsible for designing,

implementing, coordinating and monitoring HIAMP activities in specific

individual countries. These advisors will operate in their assigned countries
 
under a bilateral agreement between AID and the Host Government. Specific
 
responsibilities of Field Advisors include:
 

o 	 identifying local producers and other potential investors
 
in agricultural development activities under HIAMP
 

o 	 preparing feasibility studies for Wuick Response Activities
 
which can be presented to banks, the Quick Response Fund,
 
or other AID funded financing channels. These proposals

will identify the market, technical assistance, input and
 
management requirements needed, with a timetable for
 
implementation after funding has been received.
 

.01 
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o 	 liaising with resident regional agricultural advisors,
 
other donors, Industrial and Agricultural Development
 
Advisors in IDC's, PDAP Advisors and Ministry officials.
 
Where appropriate Field Advisors may sit as
 
observer/members on country commnittees such as CAEP funded
 
Agriculture R&D committees to ensure there is good
 
coordination and no unneccessary duplication of activities.
 

o 	 testing/developing of new product lines, etc. from core
 
contractor R&D funds subject to $2,500 US per activity for
 
each island
 

o 	 providing information requests for technical assistance and 
other resources to the Regional and Home Offices 

o 	 assisting potential investors on visits to individual 
islands and 

o 	 assisting countries in developing incentives for investment
 
in agricultural production and processing
 

C. 	 Procedures
 

Sub-Project Activity Cycle
 

The primary role of the Field Advisors is to put together viable
 
market oriented private sector led agricultural activities which will be
 
funded with assistance from the Quick Response Fund. It is the responsibility
 
of Field Advisors to fully assess the needs requirements of prospective

projects for their sucessful implementation. Feasibility studies, thus, must
 
also 	provide a needs assessment and identification of all the resources
 
available to address constraints. This complete package, which is in effect,
 
a pre-PID like document, is sent via the HIAMP Regional Office to an RDO/C

Quick Response Activities (QRA) project review comnittee comprised of RDO/C,

CFSC 	and the Core Contractor office in Barbados. once approved, with whatever
 
modifications, the sub-project is sent to CFSC, as grantee, for approval and
 
disbursement.
 

CFSC will then monitor the sub-grantees to ensure that all AID
 
requirements are being met in the contracting and procurement process. 
When
 
it is the opinion of the Field Advisors and the QiA review committee that
 
business managers are necessary to carry out AID implementation requrements,

CFSC will work with these sub-grantee business managers to ensure proper
 
contracting and procurement. CFSC becomes, in effect, an extension system for
 
the RDO/C Controller's Office.
 

The Field Advisors will be expected to monitor implementation
 
activities, and alert CFSC and RDO/C when problems arise; as well as, where
 
possible, to assist in overcoming them.
 

In terms of monitoring sub-grantees, it iust be remembered that 
under HIAMP there will be quite a range of activities and a spectrum of 
sub-grantees ranging from large agribusinesses with modern accounting systems 
to flegdling cooperatives and associations. Oversight and monitoring
activities will vary depending on the type of sub-grantee. See Figure 1 for 
an explanation of this design and implementation cycle. 

-,
(V
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Figure 1
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B. Caribbean Financial Services Corporation
 

Background and Legal Status
 

The Caribbean Financial Services Corporation (CFSC) was incorporated and
 
established in accordance with legislation enacted in Barbados in July 1983.
 
Under its charter it may conduct banking operations, including off-shore
 
banking, but may not accept deposits. The thirty-two shareholders of this
 
privately-held corporation include international financial institutions As of
 
October 1985, the corporation had issued 26,500 shares for cash subscriptions
 
of $2,650,00U.
 

During the initial years of operation, CFSC has adopted a conservative
 
lending posture to build a substantial loan loss reserve and sound
 
reputation. This reserve is intended to cover losses resulting from higher

risk lending that CFSC intends to undertake in later years. However, CFSC
 
differs from the conservative private commercial lending institutions in the
 
Caribbean in that it:
 

- extends longer term loans;
 
- grants grace periods of up to five years;
 
- allows co-financing from commercial banks to be paid first; and,
 
-
 assists loan applicants indesigning an appropriate financial
 

structure for viable projects.
 

1. Organization
 

CFSC operates as a privately owned, for profit development bank with
 
a Board of Directors and a management unit made up of the Managing Director,
 
one Loan Officer and a Secretary. As it is a young organization, both legal

counsel and accounting services are contracted when needed.
 

The Board of Directors is composed of nine shareholders chosen on the
 
basis of their business qualifications, and the Managing Director of CFSC who
 
sits as a regular member. From its inception the Board has been active in
 
overseeing the creation of CFSC, including the hiring of the Managing
 
Director. The Board has the following responsibilities:
 

- Development and/or approval of policy objectives and guidelines;
 
- Approval of management structure;
 
- Approval of senior management and compensation packages;
 
- Delegation of specific responsibilities to management
 
- Approval of all equity investments; post review of credit
 

committee decisions;
 
- Initial provision of rotating members for loan committee
 
- Selection of outside auditors and legal counsel
 
- General promotion of the company including search for potential
 

clients.
 

Managing Director
 

The Managing Director is the chief executive officer of the CFSC and
 
reports directly to the Board of Directors. In addition to being a full
 
member of the Board, the Managing Director has the primary responsibility for
 
the development of the corporation and the management of its loan portfolio.
 
The following are the major responsibilities of the Managing Director:
 

,/) \ 
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- Development of specific operational and administrative rules,

including personnel policies;
 

- management of the discounting function;
 
- development (infirst two years) of other financial services; 
- membership on Loan Committee 
- membership on Board of Directors 
- general promotion and business development;
 
- assistance with credit analysis/project development; 
- senior management responsibility for personnel management, cash 

planning and any other activities not specifically assigned to
 
other staff.
 

Loan Committee
 

This committee has senior responsibility for all credit decisions
made within CFSC. 
As in its early stages, there are only two management

officials with the expertise to sit on this committee, three Board members

also serve on a rotating basis. It is envisioned that as CFSC expands, other
senior staff members will serve on the loan committee, and the number of Board
 
members may be reduced.
 

2. Financial Status
 

Upon its incorporation, USAID extended a US$12 million loan

supplemented by a $400,000 grant to cover technical assistance and evaluation
 
expenses. The $12 million soft loan (two percent interest only for first ten
 
years; three percent interest plus principal repayment for subsequent ten

years) was to be divided among $4.3 million for discount operations with

commercial banks, $6.7 million for direct lending activities and $1.0 million

for other financial services including leasing operations, warehouse bonding

and inventory financing. Following a favorable evaluation of CFSC's
performance and credit demand analysis conducted in June 1985, USAID increased
 
its loan funds to $17,335,000. The completion date of this project is
December 31, 1989. At present, the USAID loan and shareholder capital provide

the sole source of CFSC loan funds. As of December 31, 1985, CFSC's loan

commitments to 22 companies totaled $5.3 million of which US$3.5 million had
 
been disbursed. Loan size ranged from US$25,000 to 400,000. CFSC expects its
fiscal year-end portfolio in March 1986 to be about US$4.5-5.0 million and a
 
net income of US$90,000 - $100,000. Future projections are for net profits of
$246,000, $475,000 and $664,000 for the next three years. See Financial

Analysis Annex N for details on type of business and distribution.
 

In terms of CFSC's ability to manage the financial requirements of

this project, the establishment of a special project unit with personnel

skills in a number of areas: investments, accounting, contracting and
 
procurement, should facilitate quick disbursement as well as provide
institution building skills to CFSC well beyond the life of the Project. 
In
 
particular, the hiring of accountant and procurement officers should enable

CFSC to set up better systems to facilitate the institution's ability to

conform to AID regulations and reporting requirements.
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3. Rationale for Selecting CFSC
 

'Ihedesign team investigated several possible institutions to
serve as the home for the two Quick Response Funds. We sought an institution
with a sound reputation in the field of development finance and willing to
comply with the often burdensome AID administrative requirements. 
 In

addition, it was hoped that the institutional recipient of grant funds would
also contribute some funds and the staff support to the Quick Response Fund.
Government institutions such as the Development Finance Corporations and the
Caribbean Finance Corporation were automatically rejected since their equity
investments would create mini-parastatals -- a direct contradiction of the
private sector focus of this project. Private commercial banks were also
rejected after discussions with several bank managers since their interest in
funding agricultural projects, fulfilling AID administrative requirements and
contributing their own funds to the equity fund was low.
 

The two most appropriate institutions that remained were the
Latin America Agribusiness Developmet Corporation (LAAD) and the Caribbean
Financial Services Corporation. LAAD's current portfolio, however, only
includes four loans worth $660,OOU to HIAMP assisted countries. This low
lending volume caused LAC to remove its Eastern Caribbean representative
residing in Barbados in December 1985. 
CFSC's Board of Directors and
management, in contrast, are committed to becoming an important source of
development finance inthe region. 
Its Caribbean management and Board of
Directors are extremely knowledgeable about investment opportunities in the
region. 
Since Board members are drawn from all the HIAMP territories they can

provide an important check on the references of prospective clients 
-- a
critical role they now play in CFSC's loan approval process. CFSC management

is enthusiastic about the project, familiar with AID regulations and

procedures since it has received prior AID funding, and has agreed to

contribute 15 percent of its annual profits to the equity fund.
 

4. Role of CFSC in HIAMP
 

CFSC will be in charge of administering and monitoring the two

Quick Response Fund windows of the project: 
The Grant Fund and the Equity
Fund. 
A staff member of CFSC will sit on the Quick Response Activity Review

Committee with RDO/C and the Core Contractor and determine sub-projects to be
 
funded.
 

Upon receipt of written approval from RDO/C CFSC will then make
 
arrangements for the disbursement of funds. 
 In instances where it has been
determined that a client, such as many cooperatives and farmer's associations,

would be unable to manage contractual and procurement requirements in
accordance with AID requirements, a business manager will oe contracted as a
 component of the entire financial, technical assistance package. 
Thbe
 
procurement officer of CFSC will be responsible for monitoring sub-grantee's

compliance with AID requirements on procurement and ensuring that appropriate

documentaiion is provided for expenditures submitted for reimbursement.
 

In addition to disbursement and monitoring functions, CFSC has a
major role to play in the ultimate success of sub-projects, as CFSC takes
equity shares in regional enterprises funded by the project. 
As an equity
partner, CFSC will become a member of each firm's Board of Directors and

attend meetings on a quarterly basis. It is expected that the project mauager
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and project officer will play active roles as Directors. CFSC will also
 
analyze the financial status of each investment based upon audited financial
 
statements. These provisions are expected to provide firms with expertise in
 
management, financial planning and policy objectives thus raising the standard
 
of management of many agribusiness firms in the region. 

5. Management 

CFSC is currently managed by a two person staff consisting of 
the Managing Director, one Loan Officer and one Secretary. A recent evalution 
considered this staffing arrangement as "lean but well suited to the job of 
running a private development finance institution, especially given the active 
role played by Board Members in setting credit policy and participating in 
credit review. Marketing and credit analysis responsibilities are shared 
between the Managing Director and Loan Officer. Communication between the 
Board and management is considered to be open, efficient and constructive." 

The experience and capability of CFSC staff are positively noted
 
throughout the region. Both the Managing Director and the Loan Officer have
 
good reputations as capable and experienced managers and equally important are
 
very knowledgeable of the financial institutions and personnel in the region

and can draw on a wide network of experts when making credit and policy

decisions.
 

6. CFSC Staff Requirements
 

CFSC must hire additional staff to manage the QRF activities
 
efficiently. Their current two person professional staff is not adequate to
 
meet project needs. Discussions with CFSC indicate that the following
 
additional staff positions need to b- filled:
 

- QF Project Manager: This individual would be responsible 
for managing the grant and equity funds, attending Board 
meetings of equity recipients and semi-annual meeting of 
the HIAMP project committee, preparing monitoring reports
 
and analyzing the financial status of each investment on an
 
annual basis. He/she would report directly to the CFSC
 
General Manager. This senior-level position requires that
 
the individual have at least eight years experience in the
 
investment banking sector, with particular expertise in
 
profit-making agricultural production and agribusiness

enterprises. He/she should be knowledgeable about the
 
Caribbean agricultural experience and, preferably, be from
 
the region. This individual would be required for the
 
entire five years of the project and, hopefully, be
 
retained after AID funding ends;
 

URF Project Officer: This individual will assist the
 
Project Manager to supervise the status of field
 
activities, attend Board meetings, and prepare monitoring
 
reports during years 2-5, when the responsibilities of the
 
QRF are anticipated to require more than one professional

staff member. This mid-level position should be filled by
 
someone with an agricultural background and a Master's
 
level degree in Business Administration. At least five
 
years of relevant work experience should be required. 
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Two QRF Procurement Officer/Accountants: These individuals 
will be responsible for fulfilling all contracting 
responsibilities with firms implementing grant-funded
activities and ensuring compliance ith AID procurement
regulations. They will also maintain the accounts of the 
grant and equity funds. Two qualified accountants with
 
experience in contracting matters should be recruited for
 
this position.
 

URF Secretary: A full-time secretary will be needed to
 
type and file all the documents associated with the QRF
 
activities.
 

The addition of this project unit and personnel to CFSC for the
 
purpose of implementation, is not only viewed by the Design Team as essential 
to the project; but also as a very positive institution building step for CFSC
 
which will significantly expand the organization's ability to meet both
 
financial and technical needs of private sector enterprises in the region.
 

D. Lines of Authority and Coordination Mechanisms
 

1. RDO/c and the HIAMP Regional Office
 

The services of the core contractor, with Field Advisors in five
 
islands in the Eastern Caribbean, will allow for a greater impact on 
agricultural diversification efforts both in individual islands and in the
 
sub-region. It will also facilitate better dialogue 
and communication between 
USAID and local and regional agricultural offices and the indigenous

agricultural private sector. 
The mechanism of the Field Advisors, in
 
particular, will provide for better monitoring of sub-projects as well as
 
facilitate the design of a greater number of activities on each island. 
The
 
core contractor, in effect, is RDO/C's surrogate in the islands of the Eastern
 
Caribbean.
 

The design management, coordination, monitoring, and market
 
search/promotion functions of the core contractor will not only provide for
 
greater concentration of effort, but will also alleviate RDU/C staff members
 
from project design and implementation overload, allowing the Mission greater

ability to concentrate on strategy and policy issues because much of the
 
burden of design and administration of a multiplicity of discrete sub-project
 
activities will be borne by the core contractor.
 

However, the QRF activities and their monitoring under HIAMP do not
 
comprise the entire RDO/C Agriculture portfolio. In addition to ultimate
 
responsibility for HIAMP, ARDO officers will also have responsibility for
 
monitoring non-HIAMP activities such as CARDI, CAEP, and CATCO, as well for
 
Major Project Activities, such as Cocoa Rehabilitation, which are to be funded
 
under HIAMP. This overall responsibility and holistic perspective of the
 
entire RDU/C portfolio will enable ARDO staff to provide the regional HIAMP
 
office with guidance and direction. ARDU staff will continuously monitor
 
HIAMP activities from policy perspectives and assess how these activities are
 
fitting into RDO/C overall objectives as outlined in the CDSS and Annual
 
Actinn Plan

$1
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2. HIAMP Coordination with Regional Organizations
 

Formal affiliations exist between and among a number of regional
 
organizations concerned with agricultural markets and investment technology in
 
the Eastern Caribbean. To some of these organizations, Eastern Caribbean
 
governments pay annual subventions to support research and development in
 
agriculture in the region. Many of these organizations are engaged in
 
activities that will directly impinge on HIAMP.
 

a. CARDI, CARDATS r CAEP and National Extension Services
 

The Caribbean Agriculture Research and Development Institute
 
(CARDI) is a CARICOM institution comprising the twelve English speaking
 
countries of the Commonwealth Caribbean including Antigua, Barbados, Belize,
 
Dominica, Grenada, Guyana, Jamaica, Montserrat, St. Kitts/Nevis, St. Lucia,
 
St. Vincent and the Grenadines and Trinidad and Tobago. The governing body of 
CARDI is the Standing Committee of Ministers responsible for agriculture in
 
the member countries. A Board of Directors comprises representatives of the 
member countries, the Caribbean Development Bank, the CARICOM Secretariat, the 
Universities of Guyana and the West Indies and the Executive Director of CARDI.
 

CARDI's mandate is to increase the production and economies of
 
small farmers, as governments in the region are committed to maintaining small
 
and medium scale farmers as the central factor of the agricultural sector.
 
RDO/C has been assisting CARDI, in the OECS states and Barbados, in on-farm
 
adaptive research through the Small Farm Multiple Cropping Systems Research
 
Project (SFMCP). Resident advisors are conducting trials and demonstrating
 
farm level technological improvements in selected crops, livestock and
 
crop/livestock combinations. CARDI resident advisors are developing methods
 
to systematically transfer these improvements to national extension agents,
 
private enterprise and participating farmers.
 

RDO/C has been fostering the establishment of strong linkages
 
between CARDI's research and development efforts and national agricultural
 
policy and planning through the Caribbean Agricultural Extension Project
 
(CAEP). CAEP encourages the establishment of linkages between CARDI and
 
national extension agencies and regional and extra-regional linkages between
 
regional institutions and R&D centers such as the Midwest Universities
 
Consortium for International Activities Inc. (MUCIA). MUCIA was established
 
as a consortium of seven major public universities - Indiana University, the
 
University of Illinois, the University of Iowa, Michigan State University, the
 
University of Minnesota, Ohio State University, and the University of
 
Wisconsin - to strengthen inter-university cooperation in the international
 
sector, to pool resources for more technical assistance abroad, and to
 
strengthen the international emphasis in teaching and research on campus.
 
MUCIA has at its disposal within its member universities the talents and
 
skills represented by more than 100 colleges, nearly 650 academic departments,
 
and 30,00 scholars and administrators.
 

MUCIA isworking with the University of the West Indies Faculty

of Agriculture in implementing CAEP. Under this project two major purposes
 
are being addressed: 1) to increase the effectiveness of the national
 
extension services in nine territories and 2) to increase the effectiveness of.
 
selected regional institutions which serve the national extension systems.
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Outreach offices have been established in the Windward and Leeward islands and
 
a Communications Centre has been established at U.W.I. within the Department
 
of Agricultural Extension.
 

Under CAEP the institution building framework for the effective
 
linkages between government policy, agricultural planning and the technical
 
inputs to farmers have been set up. At the national level committees for
 
agricultural R&D, extension, and overall agriculture planning involving

ministry officials, farmers and CARDI have been established. In many islands
 
these efforts are fledgling and the dynamic needed for effective agricultural

economic transformation has not taken place; but at least the framework now
 
exists for better transfer of information and collaboration between the public

and private sectors and regional R&D institutions.
 

At the regional level CAEP assisted in the establishment of two
 
coordinating mechanisms: the Regional Agricultural Extension Coordinating
 
Committee (RAECC) and the Technical Joint Action Committee (TJAC). REACC has
 
been designed to provide direction to CAEP and the development of national
 
extension development plans, while TJAC is designed to evolve into a
 
sustainable regional research and extension network for collaboration and
 
mutual assistance involving CARDI, CARDATS, WINBAN and senior U.W.I. Faculty
 
of Agriculture staff.
 

As a primary thrust of these projects is to help establish
 
closer links between research and extension at both the national and regional

levels and to transfer technology to individual farmers, it will be important

for both the Core Tam of HIAMP in Barbados, as well as for the Field Advisors
 
of HIAMP in the individual islands, to develop good working relat4.iships with
 
CARDI, national R&D committees and extension systems to ensure that
 
coordination of efforts exists. The extension systems as reformed under CAEP
 
provide a major mechanism for transfering the technology introduced by HIAMP
 
to small farming systems.
 

In addition to regional R&D entities such as CARDI, CARDAIS and
 
CAEP, national agricultural efforts are being assisted by international
 
agencies such as FAQ and by other donors, particularly EDF, BDD and CIDA.
 
Thus, it will be critical to the success of HIAMP at the national level that
 
the Field Advisors become cognizant of all agricultural funding activities
 
taking place and, where feasible, use as a resource, data gathered by these
 
agencies for use in commercial testing and application.
 

b. ECSEDA and the Regional Export Agency
 

1) ECSEDA Mandate
 

Approved at the Seventh Meeting of the Economic Affairs
 
Committee of the OECS in November 1985 was a proposal for the establishment of
 
an Eastern Caribbean States Export Development Agency, (ECSEDA) which is being
 
funded by the EEC at EC$8m over the next five years. Located in the
 
Commonwealth of Dominica the agency is being designed to operate as an Export
 
Agency for the seven OECS states, who cannot afford to fund such an effort on
 
an individual island basis. ECSEDA will:
 

provide a range of advisory arid support services to
 
finns that are exporting or have export potential
 

I
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promote the products of the OECS states in 
sub-regional, regional and external markets either
 
directly or through faces and exhibitions
 

provide information to the governments of OECS states
 
on matters relating to the development and
 
facilitation of exports.
 

The agency will also contract with trade correspondents

located in North America, U.K. and European markets who will be remunerated on
 
the basis of work commissioned. It is intended to use specialists in
 
particular product groups and agricultural commodities and agro-processed
 
products are included. The agency will also provide a comprehensive export

information service including information on tariffs, rules of origin,
 
licenses, quotas, transport and shipping services, packaging and labelling
 
regulations, market data and buyer and distributer information. An
 
information officer will be responsible for the management of this data bank
 
and with the assistance of a junior research officer will compile basic
 
statistics and market data.
 

It is also expected that each OECS member state will be set 
up a national office and a national ECSEDA task force. It has been suggested
 
that the Permanent Secretary in the Ministry of Trade serves as the point of
 
contact for ECSEDA. Agreements as to the composition of the Task Force are to
 
be reached in co-operation with the local Chambers of commerce, Manufacturer's
 
Associations and hopefully, the national coordinating committee of the
 
USAID/CAIC Small Enterprise Project.
 

It is hoped that ECSEDA will provide the following services
 
at the national level:
 

o 	 basic information on exporting to firms 

o 	 maintenance of collection of essential literature and
 
documentation
 

o 
 act as a first point of contact between exporters and
 
agency, relaying their queries to the Agency's head
 
office to importers
 

o 	 provide facilities for the trade development officers
 

of ECSEDA when they visit the island
 

2) 	 Composition of the Board of ECSEDA
 

The Board of ECSEDA will have ten members who will be
 
initially appointed for three years, with optional three year renewal.
 
Composition of the Board will include a Chairman and the Executive Director of
 
the Agency who will act as secretary and the following members:
 

o 	 one representative of the OECS Secretariat
 

o 	 one representative of the Council of Eastern Caribean 
Manufacturers (CECM) 

/
 



ANNEX P 
Page 17 of 23 

o 	 One representive of the exporting community of each 
member state to be nominated by the Government of that 
State in consultation with their exporters. 

Thus, it is expected that the majority of members of the Board will be from
 
the private sector of OECS countries. It is hoped that countries will
 
nominate members from all the main exporting sectors of the sub-region,
 
specificially, agricultural products and agriculturally based products;
 
garments, textiles and footwear; electronics and other subassemblies.
 

3) 	Relationship Between ECSEDA and HIAMP
 

The development of ECSEDA at this time dovetails very well
 
with 	the objectives behind the creation of HIAMP. As HIAMP advisors will
 
operate as facilitators, putting together discrete sub-projects in a
 
multiplicity of activities, an agency such as ESCEDA is highly complementary.

HIAMP should come to depend on agencies such as ESCEDA and other data bases to 
access markets for specific Quick Response Fund Activities. ECSEDA's trade 
correspondents can provide necessary information on possible buyers, market
 
situations and potential restrictions. ECSEDA potentially can be very useful
 
in facilitating the movement of HIAMP products, while HIAMP sub-project
 
activities can provide test markets which may open niches for the entire
 
sub-region.
 

Ib be 	symbiotic, however, RDO/C and tne Core Contractor
 
will have to work out details of a working relationship very early in the life
 
of the project. Discussions will elucidate where points of interest intersect
 
and where HIAMP will have to rely on other information sources. It may prove
 
useful to formalize relationships by: having the Market Advisor of the Core
 
Contractor sit at ECSEDA regional meetings; building specific ECSEDA
 
components into sub-project design. With respect to representation at the
 
regional level RDO/C is discussing with OECS the particulars of instituting an
 
ECSEDA forum which would meet twice a year to work out collaboration efforts
 
between the Small Literprise Assistance Project, CAIC, CECM, OECS and ECSEDA.
 
Representation from HIAMP would also make sense.
 

In sum, the mechanism of ELSEDA is not only complementary
 
to the objectives of HIAMP, but may, if the agency is successfully launched,
 
be an important vehicle through which HIAMP projects can be linked to
 
extra-regional markets.
 

4) 	 Regional Export Agency
 

This 	agency is conceptualized as bringing together the
 
heads of all the individual CARICOM export agencies as well as CAIC, CDB and
 
the CARICOM Secretariat to provide a public/private sector thrust to export
 
production and marketing. It is viewed as providing overall policy direction
 
to the various CARICOM Task Forces and to provide a more cost effective
 
approach to aggressive export promotion and lobbying for West Indian
 
commodities in Europe, U.S. and Canada. One of the Task Forces is Agriculture
 
and Agri-business. 'Ibthe extent that the Regional Export Agency becomes
 

V 
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functional during HIAMP, the Core Contractor will need to keep informed of
 
developments which may positively assist HIAMP sub-project activities.
 

c. Caribbean Food Corporation
 

In 1975 the Conference of Heads of the Caribbean Community

adopted a Regional Food Plan which had been mandated by four MDC governments
 
to "a Working Party to develop a specific plan for the increase in food
 
production (including fish) in the entire CARICOM area to achieve in the
 
shortest possible time the greatest measure of self-sufficiency in the
 
Region". The Plan has been elaborated on over the years, and been the subject
 
of intense debate. Many economic issues have bedevilled its implementation by
 
member countries.
 

The Caribbean Food Corporation, (CFC), headquartered in Trinidad 
was designed as the implementation mechanism for the Regional Food Plan. CFC
 
has the responsibility for conceptualization of regional programs and
 
projects; projects which are deemed more technically feasible and/or cost
 
effective on a group or regional basis. Even more, it was found that often
 
regional activities parallelled national activities, without achieving the
 
desired levels of integration with on-going or proposed national activity. To 
regional experts it became clear that regional activities had to be developed
 
on a subsectoral basis and an attempt made to ensure that the net result is
 
integrated, balanced development in all parts of the Common Market. The
 
Regional Food Plan assigned production, processing and marketing activities to
 
the CFC and its trading subsidiary the Caribbean Agricultural Trading Company
 
(CATCO).
 

CFC has been given the responsibility for coordinating national
 
programs, policies and objectives, within the context of agreed-on regional

targets and objectives, on a subsectoral basis. 'lb this end CFC was mandated
 
to pursue:
 

o identification of requirements for and sources of finance
 

o technical assistance for project preparation and
 
implementation 

o utilization of financial and technical resources through
 

the formation of joint enterprises
 

o operation of joint enterprises
 

Eight priority subsectors were identified based on considerations of foreign

exchange savings, nutritional importance, employment and production
 
possibilities. These subsectors are:
 

o livestock
 
o oils and fats
 
o fruits and vegetables 
o cereal and grain loegumes 
o spices and essential oils
 
0 agricultural inputs
 
0 tisheries
 
o seed and other propagating material 
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The objectives of this approach are:
 

o 	 development of food projects/programs in a concerted and
 
coordinated manner 

o 	 greater coordination of regional and national efforts 
towards the development of agriculture 

o 	 development of a regional programming capability
 

o 	 better coordination of the activities of international aid
 
donors in the agricultural sector
 

Thus, CFC was established as a public sector mechanism to
 
implement regional macro economic goals toward attainment of food security

based on the principles ratified by the Caribbean Community. Initially, CFC 
focused its attention on public sector entities and projects; many of which
 
proved unviable. More recently, the organization has given greater attention
 
to projects of a regional nature, i.e. involving more than one member country,
 
inwhich itcan take equity positions.
 

1) 	Structure and Management of CFC
 

CFC is a corporation of the CARICOM community and isopen
 
to all members of CARICUM. Policy direction is set by a Board of Governors
 
comprising the Ministers of Agriculture of each member country who is a
 
paid-in shareholder. The Board of Directors of the Corporation comprise one
 
member each from the MDC countries of Jamaica, Guyana, Trinidad/'Ibbago,
 
Barbados; two directors from the OECS states and one director from Belize.
 
The Secretary General of the Community isalso a director. Management of the
 
Corporation devolves on a Genera] Manager, Financial Analyst and two project
 
officers.
 

2) 	Liaising Between CFC and HIAMP
 

CFC's interest in taking equity positions in commercial
 
projects which involve the private sector, and its role as primary snareholder
 
in CATCO mean that RDO/C and HIAMP personnel w;ill need to keep informed as CFC
 
isanother actor in the region willing to take equity positions. Wfhereas
 
CFSC's financial ini:erests will be more compatible with commuodity

associations, farmecs' groups and individual entrepreneurs; CFC is,perhaps,
 
more interested inplaying a role in financing sub-regional projects such as
 
tree crop projects from the Windwards - i.e. mangoes, breadfruit or cocoa, or
 
incutflowers and ornamentals. CFC provides another resource which HIAMP
 
personnel may tap when considering various combinations of financing for
 
feasible projects.
 

'd. 	 CAICO 

The Caribbean Agricultural Trading Company (CA'lID) is a mixed
 
public/private stock corporation with 51% of its stock held by the Caribbean
 
Food Corporation (CFC)and 49% by six major private sector firms. CACO) was
 
established in 1981 by the CFC and is headquartered in Barbados. T1he regional
 
character of CAICO is reflected inboth the shareholdings by CFC, which
 

1Ay
 



ANNEX P
 
Page 20 of 23
 

represent all CARICOM members, and in the distribution of shares to various
 
private companies in the Caribbean. As a commercially viable trading company,
 
CATCO's goal is to expand the trade of agricultural and agro-industrial
 
commodities produced in the Caribbean. CATCO's mandate is to effect key
 
changes in the structure of the intra- and extra-regional trading of fresh
 
produce. It is intended to remove critical constraints to the marketing of
 
fresh produce, promote and develop new marketable products produced in the 
region, stimulate private sector involvement in agriculture, and attack some
 
of the externalities which constrain broad-based agricultural development in
 
the Eastern Caribbean. As such, it is a key institutional and operational
 
resource for the projects conceived under HIAMP.
 

1) CATCO Management and Operation
 

RDO/C is financing a $1.4 million project which provides CATCO
 
with $1.25 million in loan for working capital in its trading operations and
 
$225,000 grant for technical assistance for evaluations. Unfortunately, CATCO
 
has suffered from management problems and overly ambitious assumptions about
 
its near-term growth rate. In June 1985 AID and the Board of Directors took a
 
number of steps to put the company on sounder footing. Included was the
 
hiring of new management staff who have been quite successful in overhauling
 
the management and operations of CA£CO and etfected significant inmpruvements
 
in performance.
 

Under the new management CATWJ has increased its exports, made
 
trial shipments of new product lines to extra-regional markets, become the
 
dominant trader for quality bananas in the Barbados wholesale market and
 
pursued negotiations with governments and private sector operations in OECS
 
countries for export contracts. It is non believed that with continued sound
 
management practices and an aggressive marketing strategy, CATCO has the
 
potential to open up new production possibilities through access to previously
 
untapped markets. However, this type of marketing is developmental in nature
 
and fundamentally different than marketing commodities that are produced in
 
large volume. This is where CATCO and HIAMP can work together as essential
 
components in Eastern Caribbean agricultural diversification.
 

2) HIAMP and CAICO Linkages
 

The RDO/C project is assisting CATO) to become a commercially
 
viable trading company. io do so CATCO needs a sufficient trade to cover
 
minimal operating costs; a consistently reliable volume trade. HIA4P
 
sub-project activities which are production oriented, will be integrated
 
projects which can provide the reliable operations CATO'O needs to open market
 
niches. Risk factors are high; but with equity positions possible through
 
CFSC and CFC, RDO/C expects that selected commodities can be produced under
 
HIAMP and marketed by CATWX3. Such a scenario would begin to restructure
 
Eastern Caribbean agricultural sectors and stimulate further private sector
 
investment in agriculture. Under existing regulations, CAI£X) can also take
 
equity in production enterprises, this would further facilitate ventures in
 
new product lines. In time, tIAMP could also assist CAT'CO by graiits for test
 
marketing unproven product lines. There is scope for a nwu'nwr of
 
collaborative arrangements in, for example, testing, selection and
 
dissemination of primary and post-harvest technology aL field level, or
 

recommending, testing and promoting quality market standards and single
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branded products. These types of collaborative development projects would be
 
short-term interventions that would be replicated commercially once their
 
benefit was demonstrated and accepted. Insum, HIAMP and CATC are
 
symbiotically linked and necessary to the success of one another. Itis
 
expected that the core contractor will develop a number of sub-project
 
activities with CATCO over the life of the project which will provide long
 
term business and marketing links.
 

e. USAID IPED Project
 

1) PDAP
 

The PDAP/IPED Project was conceived by RDO/C as a tool for
 
stimulating private sector development and CBI implementation in the Region. 
The goals of the project were to generate some 15,000 jobs inagriculture,

agri-business, manufacturing, tourism and service activities, largely through
 
encouraging foreign investment. As well, extra regional exports in both
 
traditional and non-traditional products were to be expanded at a rate
 
sufficient to exceed the deterioration in terms of trade. Institutional
 
building components were also in the project with the goal of improving the
 
capability of public and private institutions, such as Industrial Development
 
Corporations, ininvestor and market search operations, employment generation
 
and policy issues. Inpractice, PDAP has been successful as a catalyst for
 
light industry foreign investment, facilitating OECS investor search
 
operations, as well as directing local producers away from protectionist
 
Caribbean markets toward the rewards of sub-contracting with U.S. firms under
 
807 provisions.
 

2) Issues on HIAMP and PDAP
 

The concepts of HIAMP and PDAP are complementary yet

distinctive, based on the differing needs of the client groups they are
 
created to serve. PDAP hag evolved as an important catalyst and facilitator
 
of the industrial sector, particularly for the foreign investor, and
 
increasingly for local industrialists. PDAP's transfer of skills and
 
institution building are directed towards building the expertise of national
 
Industrial Development Corporations and local manufacturers in investor search
 
and investment promotion operations.
 

PDAP advisors have had responsibility for assisting in
 
project identification, design, structure, presentation and implementation.
 
They assist with contract negotiations and other inputs, including assistance
 
in planning and managing industrial infrastructure. PDAP advisors also act as
 
an information service for local and foreign investors. However, unlike HIIAMP
 
advisors, they do not have capital behind them to fund projecrs which are
 
considered feasible; nor do they provide much short-term technical assistance
 
under the project. The PDAP thrust in most countries is industrial; whereas
 
HIAMP, on the other hand, will work principally with the indigenous
 
agricultural private sector to develop export oriented sub-projects. Under
 
HIAMP, a complete package, which includes technical assistance and financing,
 
will be designed, implemented and monitored. A key component will be on-going
 
technical assistance to producers, transferring technology in production,
 
post-harvesting and marketing which will transfoLm agriculture in the West
 
Indies.
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The PDAP and HIAMP advisors will complement each other,
 
most 	importantly in areas where there is scope for joint ventures and foreign
 
investment, and specifically in agro-processing operations. In fact, HIAMP
 
advisors will depend on the PDAP system for initial investor search to narrow
 
the range of prospective clients. Following this initial screening HIAMP
 
advisors will perform specific investor follow-through activities and develop
 
feasibility studies. There is scope for deepening assistance and more
 
effectively improving capabilities in both agriculture and industry with such
 
a division of labor. RDO/C and Coopers and Lybrand are presently working out
 
the division of labor and coordination mechanisms between the two projects.
 

3. 	HIAMP and Host Country Issues
 

In designing this project, the Design Team and RDO/C were cognisant
 
of the importance of Host Country receptivity to, and desire for, involvement
 
in project design. Every island was visited and extensive discussions occured
 
with Prime Ministers, Ministers of Agriculture and Trade, Permanent
 
Secretaries, Chief Agricultural Officers, Chiefs of Technical Divisions,
 
Extension Agents, as well as individual farmers, and private sector local and
 
regional organizations.
 

In general, there was enthusiasm for the design idea of placing USAID
 
surrogates in-country to work directly with the local private sector and host
 
country governments. Consensus was that on-site advisors not only would
 
become more familiar with indigenous opportunities and constraints, but that
 
their proximity would have greater inpact on economic change.
 

Overall, Host country receptivity to HIAMP was apparent. But, to
 
ensure host country coritment to HIAMP it will be necessary to follow up on
 
the initial dialogue on overall project design, with more in-depth discussions
 
on HIAMP strategy and objectives and how they mesh with host countries
 
development plans and other donor projects. Specific discussion will also
 
occur on the following topics:
 

o 	 further discussion of the appropriate host country counterpart
 
agency and personnel
 

o 	 further discussion on the nature of the work of Field Advisors,
 
and the necessity of their enjoying a very wide operational
 
brief in a range of institutional contexts free from overt
 
political partisan control
 

o 	 further discussion on actual personnel to implement the project
 
through a visit by core contractor, RDO/C and potential Field
 
Advisors, allowing the host country the opportunity to vet
 
candidates.
 

Most host country decision makers have a clear understanding of the
 
strengths and weaknesses of their institutions and senior management. Further
 
discussion with them, should elucidate, in a collaborative manner, the best
 
choice for resident advisors. 'Ihere is consensus by all parties on the
 
importance of providing the advisor with wide freedom of access, particularly
 
to the private sector, and of ensuring that he/she does not become constraineu
 
within individual ministerial parameters. The necessity of close
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collaboration with PDAP advisors and investor search operations makes
 
Industrial Development Corporations, where institutionalized, highly
 
suitable. 
These entities also usually have good facilities, communications
 
and adequate office space, and provide support services which the advisors
 
will need. Some countries, such as Antigua, do not have such entities; in
 
these instances it may be necessary to simply counterpart personnel to
 
responsible senior technical agricultural officers and encourage them to find
 
suitable office space in a private sector agency.
 

Problems can arise in project implementation due to host country
 
bureaucratic procedures. It is essential that the Regional HIAMP Office and
 
Field Advisor develop a good, early rapport with host country personnel to 
avoid these problems. For example, familiarization with foreign exchange
regulations, duty-free and customs regulations, policies on incentives to 
agriculture and fisheries are some areas where clear understanding needs to be
 
reached and where necessary, bottlenecks removed; i.e. time required to clear
 
duty-free commodities, etc. 
 It must also be clear to host country governments
 
and the contractors that RDO/C will be monitoring all sub-project activity and
 
has ultimate responsibility for the project and thus both parties have
 
recourse to the Mission in cases where disputes or disagreements arise.
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SOCIAL SOUNDNESS ANALYSIS 

A. Socio-Cultural Context a/ 

Agriculture in the Eastern Caribbean is extremely intricate. The farmer,
 
however has a good comprehension of his/her ecosystem and each farming system

is geared towards the preservation of this complex ecosystem of steep mountain
 
slopes, loose soils, small streams and variable rainfall. The farming systems 
which have thus evolved are a combination of extensive plantation agriculture
 
inwhich the better coastal lands have been planted to cash crops, and the
 
highly intensive small farm agriculture in which polyculture and short term
 
crops are the rule. These agricultural systems are intricate webs where crop
 
production is not a simple function of plantation versus subsistence farming

but of a complex ecosystem of differing soil types, rainfall patterns and
 
tenurial arrangements. And this complexity is being further heightened by the
 
general decline in plantation agriculture, a decline caused by the fluctuating
 
international market coupled with the labor stortages in agriculture.
 

1. lypes of Farm Groups 

Data gathered from a number of sources and censuses provide
 
information on classification of types of farming groups in the Eastern
 
Caribbean. Primary indicators used are:
 

- number of acres the farmer occupies 
- cost of farm production 
- production of income derived from the sale of farm produce 
- the importance of agricultural income to the total income.
 

On this basis there are four major types of farm groups in the
 
Eastern Caribbean.
 

- non-commercial - having no sale of produce 
- semi-commercial - having part of the family income from 

agricultural sales 
- family commercial - obtaining larger proportion of family income 

from the sale of farm produce 
- commercial - solely commercial enterprise; may be limited 

liability company; employs significant non-family labor. 

a/ Much of the information for this Section is based on and quoted from
 

Vasantha Narendon "Farming Systems Research in th Eastern
 
Caribbean: Some Sociological Issues" sponsored by USAID/CARDI
 
Research under the Small Farm Systems Research and Development
 
Prn-ipttf
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Within these groups, such as colmercial farms, there are sub-categories state owned corporations, family corporations, local limited liability
corporations, and foreign-owned enterprises. 
Unfortunately, data is not
available to present an overview of the importance of these sub-categories tocommercial agriculture. Although the first type of farm refers to kitchen or
backyard gardening where crop production is solely for home consumption, all
farmers in the Eastern Caribbean practice kitchen gardening. in other types,however, such produce is only partly consumed by the family; most of it is
sold because of the high market value of such crops. Small farmers in theEastern Caribbean, are either semi-commercial/part-time farmers or full-time

commercialized farmers. 

There are a number of features which distinguish semi-comercial fromcommercial farmers. 
For one thing, semi-commercial

farmers have an additional source of income from off-farm employment. For
another, because the farmer is involved in off-farm employment - sometimesfull-time - she/he grows those cropstypes of which need less maintenance thanwould, say, vegetable crops. So the distinction between the two types of
farmers is further reflected by the types of crops grown. 
How long a farmer
remains semi-commercial depends upon the profit he makes from his crops as
compared to his other sources of income, and/or the availability of land on
which she/he can expand his/her farming system.
 

In any case, although the factors of production are limited, the
 resource allocation of family labour on the farm and outside the farm tends to
be complimentary rather than conflict'lpl. An example, r farmer in Dominica
can afford to spend only two hours on his banana farm and work on a 
permanent
basis, with a road construction crew. 
While another farmer, who has 17 acres
of land planted to bananas, food crops, citrus and coconut trees and who holds
a rather important job in the community as supervisor of the local marketing
board can afford to maintain his farm by employing a full-time overseer and
two farm labourers. 
Inthe final analysis then, off-farm employment of farm
labour should not be seen as being detrimen.tal to agriculture. Ifanything at
all, it should be seen as the result of the poor market infrastructure that
characterizes agricultural systems. 
 Irrespective of the uneven land
distribution system the main constraint to increased production isnot the
underutilized land and labour but the lack of any proper infrastructure which

will absorb the farmers' produce.
 

The livestock industry in the Eastern Caribbean is even more
problematic. 
The industry has remained undeveloped because of the following

constraints: 

- unrealistic low prices set on beef, mutton and pork under the 
price control regulations;
 

- difficult terrain for pastures inthe case of cattle;
 

- infrequent veterinary services; 

- high cost of feed; 

-
 the lack of adequate breeding stock in the country;
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the utilization of some of the best pasture lands for housing
 
estates; and
 

- the lack of a coordinated production and import policy. 

Ingeneral the major constraint to increased food production, as indicated by
 
the farming community, is the lack of a reliable market. According to Ms. 
Narendran a contradiction here then is the high import bills and the
 
complaints by the farmers of a poor market infrastructure: "For purposes of 
policy prescription, it is most important that thought be given to the 
mentioned contradiction because it means that one of the possible ways of 
removing constraints to rural development in the Caribbean is identifying the
 
nature, structure and functioning of that bottleneck(s) in the marketing
 
system which works to the detriment of both the urban consumer and the small
 
farmer, not to mention of course, the general economy and development of each
 
of these island countries."
 

2. Size of Holdings and Tenure Issues
 

Reviewing the data that has already been collected in the region,
 
there are four general tenurial classifications which are applicable
 
throughout the region. These are:
 

(a) family land,
 
(b) freehold,
 
(c) annual lease, and
 
(d) share cropping.
 

Although evidence is inconclusive for the entire region, the tenurial
 
arrangements which occur most frequently in the Windward Islands are that of
 
family land followed by freehold land. The high ownership of land by small
 
farmers in the Windward Islands is very significant because there appears to
 
be a definite relationship between types of crops grown and land ownership.

Where rights to the land are permanent, after the initial land clearing, the
 
farmer is more likely to plant it to permanent crops. These permanent crops
 
are then intercropped with secondary crops and other shade tolerant crops
 
which are important subsistence food items in the local diet. Among these
 
secondary crops the farmer may then plant a wide variety of vegetable crops
 
either in combination or inseparate parcels.
 

In the case of the Leeward Islands, because most of the land isunder
 
state control (Antigua, St. Kitts) or in large private estate ownership

(Montserrat), tenure tends to be of the annual lease type; there is hardly any
 
freehold or family land. Itis not surprising then that farming systems in
 
these countries tend to emphasize short term crops, usually aroids and
 
vegetables. If there are any tree crops planted then they are usually
 
semiperennials (e.g. bananas and certain fruit trees) rather than perennials.
 

Lease arrangements tend to be rather nebulous inso far as payment is
 
sporadic and there isvery little documentation of the lease. The owner, in
 
the case of private leaso, while not receiving any direct payment in the form
 
of rent, does on the other hand benefit from the tenural arrangement in so far
 
rs sanitation and fertility of the land is maintained. Inthe cases of
 
government leases and crown lands, the st5,e of course loses a substantial
 
reven'e resulting from default of payment and squatting. Yet, imposing a land 
tax might reduce the security of the farmer and consequently this will affect
 
the agricult :ral potential of the state. Share cropping isanother tenurial
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arrangement which reflects the way inwhich the small farmer's limited
 
resources are maximized.
 

In St. Lucia, for instance, most share cropping isdone on land which 
has already been planted to perennial crops, especially coconuts. The share 
cropper thus intercrops the perennials with quick maturing root and vegetable 
crops. As a result, the landowner has his perennials and a share of the
 
ground crops while the share cropper has access to land which otherwise would
 
be underutilized.
 

In St. Vincent a variation to the theme is the Yam piece (1/6 acre), 
a practice common in the larger estates where a landless labourer employed in
 
the estate isgiven use rights to a parcel of land, which is usually under
 
primary vegetation, on a share-cropping basis. The farmer has use rights to
 
the same parcel for not more than two to three cropping seasons; at the end of 
this time he i, usually given a new parcel of land to clear and work. This
 
way the estate owner is assured that there is sufficient roLation of his
 
lands. At the same time, more of his virgin land isbrought under cultivation.
 

In concluding this section on land tenure it is important to stress
 
that different land tenurial arrangements have evolved from a system of
 
limited alternatives. Small farmers in the Eastern Caribbean plant in
 
piecemeal fashion as farmers acquire whatever fragment is for rent or for sale 
at a price they can afford. Furthermore, each parcel of land within a single 
holding is usually of a different tenurial arrangement. Of importance to 
cropping interventions then is the need to understand that the availability of 
suitable land in an equally suitable agroclimatic area is a major constraint 
faced by the small farmer for whom land is security and for whom the 
flexibility of different tenurial arrangements allows him/her to make 
pertinent cropping decisions: a fanner might put his/her free hold parcel to 
tree crops, his family land to bananas, and if he has access to rented land, 
he might plant it to short term vegetables and food crops. This has 
significant implications for project designers concerned with new product 
lines. 

It is also important to note that the small farmer constitutes the
 
major agricultural group in terms of boith absolute numbers and of food
 

production, and is assuming an increasingly important role in the production
 
of export crops. Yet, of an estimated 73,000 farmers in eight Caribbean
 
islands, most have holdings of less than five acres.
 

3. Women in Agriculture 

Women are malor agricultural producers, distributors and marketers
 
and agro-processors in the Eastern Caribbean. Interestingly, while the
 
proportion of the labor force empiuycd in agriculture has apparently declined
 
during the past decade, the proportion of women in agriculture has increased.
 
Existing 'data indicate that women account for 17% of all farm managers,
 
supervisors, and farmers and over 35% of all agricultural workers. Women form
 
the overwhelming majority of distributors and retailers of locally grown food
 
crops, in some cases as high as 75%.
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Studies indicate that there are sex related differences in

agriculture between men and women. Inseveral countries - Barbados, Antigua,
St. Kitts-Nevis, - women form the backbone of the daily paid agricultural work
force; but in these islands women form a much lower percentage of own account
 
farmers. Dominica and Nevis have high rates of own account farmers who are
 
women, with the rest of the Windwards falling in between. Few women are large

scale commercial farmers. Ingeneral, women's role inagricultural production

isprimarily geared toward traditional food items for local consumption. This
 
does not mean that women are not engaged in cultivating export cash crops; but
rather that the constraints which all farmers in the Eastern Caribbean fLce 
seem to be magnified in the case of women farmers.
 

For example, research indicates that resources available to women
 
farmers are more limited than those to men; women have greater problems

securing long and short term credit, title to land for collateral purposes,
 
access to farm labor, and receive less attention historically from extension
 
services and private agencies. This is specifically being addressed through

AID funded CAEP and through the creation of Women in Development agencies and
 
Women's Desks in the individual islands.
 

Additionally constraints facing women farmers result from their being

heads of household with little supplementary income from family members who
 
are largely dependent children. Women's multiple work roles inagriculture,

child care and home maintenance also inhibit a movement to more commercially

oriented agricultural activities.
 

Marketing of food crops in the Eastern Caribbean isconducted by

women. These hucksters, hawkers, traders and street vendors form the backbone
 
of the local and regional distribution trade. These women handle a wide
 
variety of commodities, yet are plagued by a host of problems involving post

harvest packaging, strorage and transport problems both from farm to port and
 
from port to destination. Any serious discussion on resolution of the
 
problems of intra-island trade must include as an integral factor the problems

traders face as women and programs developed to meet those particular needs.
 
Tb date, this has not been adequately addressed.
 

B. Participant and Beneficiary Populations
 

i. Farmer and Fishermen's Associations
 

Farmer's organizations, whether statutory bodies, growers

associations or cooperatives, have bzen in existance in the region since the
 
1940's. Indications are L/ that they are probably responsible for 70-80% of
 
agricultural marketing, particularly for export, ineach country.

Historically, most of these organizations were formed by small and medium
 
sized growers to pool their resources and needs for inputs to gain economies
 
of scale in an era where individually they were at the mercies of major

commercial- houses. Additionally, they had no access to commercial banks for

either short or long-temn lending, nor did they have the political clout of
 
the dominant plantation sector. As a result, farmers have a deep attachment
 
to these organizations and view them as their own, despite differing degrees

of government involvement.
 

See "Report on Farmers Organizations in the Eastern Caribbean"
 
completed by Jane Tmlinson, ACDI for this Project Paper.
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a. Types of Farmer Organizations
 

i) Statutory Bodies: Created by government ordinance with the
 
sole right to export one of the major crops produced on each island, statutory

bodies are governed by boards with the majority of members elected by
 
producers and a minority, generally three, nominated by government. Growers
 
are usually automatically members of these bodies simply by marketing through
 
them, although in some cases a minimum amount has to be marketed, before a
 
grower can become a voting member. Statutory bodies generally charge a cess
 
on each unit of produce hanelted to cover operating costs, and are capitalized
 
by a per unit retain which goes into reserve funds. ownership of assets is
 
vested in the organization, and not in the producers.
 

ii) Growers Associations: are private companies, registered
 
under the Companies' Act, limited by guarantee and having no share capital.
 
Growers Associations are membership organizations, with a one-time initial
 
registration fee. Being limited by guarantee implies government guarantee of
 
their liabilities, and these organizations receive special exemptions, such as
 
duty free import privileges. As such, should they go into liquidation or wind
 
up their affairs, all assets revert to government. 'rowers Associations were
 
generally established by producers of secondary export crops to promote and
 
market their produce.
 

iii) Cooperatives: are registered as limited coopeLative
 
societies under the Cooperative Act. In the agricultural sector, cooperatives
 
tend to be organized around the provision of supply and marketing services to
 
members. In the 1970's there was a trend towards production cooperatives in
 
the region. With very few exceptions these failed, and badly damaged the
 
cooperative movement.
 

Cooperatives are governed by boards of directors elected by
 
members each year. In order to participate in the business, members must
 
purchase share capital. The amount is specified by the Act in each country.
 
In addition, a percentage of each member's retained earnings, based on the
 
volume of businecs don-: wihb the cooperative each year, are placed in the
 
organization's reserve fund. In the Eastern Caribbean, cooperatives follow
 
the British pattern, with a Cooperatives Act providing for a Department of
 
Cooperatives which has legal, audit and general supervisory authority over
 
cooperatives.
 

iv) A fourth category of farmer organizations is the
 
non-governmental development organizations providing services to producers,
 
such as the Organization for Rural Development (ORD) on St. Vincent.
 

The statutory bodies have the largest membership base.
 
Grenada is a good example, where there are an estimated 8,000 - 9,000 farmers,
 
and boththe Grenada Cooperative Nutmeg Association and the Grenada Cocoa
 
Association have recorded payments to 7,000 farmers in 1985. In other words,
 
where statutory bodies exist, the vast majority of farmers are members.
 

The agricultural cooperative sector throughout the region
 
is small, with two exceptions, Nevis and 2ominica. On Nevis, the majority of
 
farmers are organizing into small marketing and supply cooperatives, and there
 
is one fisheries cooperative. Dominica has approximately 26 agricultural and
 
fisheries cooperatives involving some 4,000 - 5,000 individuals. In fact,
 
Dominica has one of the highest numbers of cooperatives per capita in the
 
world.
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In the rest of the region the reasons for the small size of
 
the agricultural cooperative sector are that it isorganized around
 
non-traditional crops, such as vegetables with very limited local and
 
intra-regional markets, and that cooperatives have tended to be organized for
 
social or community development purposes and not for economic ones, resulting

in a history of failure. The experiments with production cooperatives

throughout the region in the 1970's, which were infact collective farms, are
 
an example.
 

However, where marketing and supply cooperatives exist,
 
members are often involved in small-scale irrigation farming of vegetables and
 
root crops on an intensive basis. They tend to be more market-oriented than
 
other farmers, and willing to accept wholesale prices, which will be an
 
important advantage in terms of linkage to HIAMP activities.
 

Whatever the type of farmer organization, lack of
 
membership involvement and education isa major weakness. Farmer members have
 
a strong attachment to these organizations, which they perceive as "theirsu,

and deeply resent any interference by government. This is particularly true
 
of the statutory bodies, many of which grew out of smallholder dissatisfaction
 
with expirt crop marketing being controlled by either expatriate business
 
houses or the colonial government. Inmany instances farmers feel they
 
created these organizations.
 

While farmers understand the process of marketing produce

through these organizations, including the retain and cess deduction process,

they have little understanding of the business side of their operations,
 
management or their financing. Many of the farmer organizations have
 
fundamental management and marketing problems which need to be addressed
 
through both technical assistance and member education and involvement
 
programs. The changes will not occur if farmer members do not understand and
 
accept them. Membership education and involvement ispart of the process of
 
building these institutions and placing them more firmly under producer
 
control. Inthe long-term this will reduce instances of government ji-rusion
 
into their affairs.
 

b. Role of Government
 

The degree of government participation differs between countries
 
and organizations. A general rule seems to be the more dominant the
 
organization in the export earnings of a country, the greater the degree of
 
government involvement. None of the farmers organizations in the region, with

the exception of the St. Vincent Arrowroot Association, is effectively under
 
government control. Certainly none can be defined as parastatals. Gvernment
 
would in fact argue that all are private sector bodies, because producers have
 
the controlling voice. Producers feel strongly that they are their
 
organizations. They are all a peculiar legacy of the British colonial past,

found inall commonwealth countries.
 

Statutory bodies and cooperatives have been most susceptible to
 
government intrusion in the past. The ordinances governing the statutory

bodies and cooperative law ineach country have clauses permitting government

intervention when their affairs are mismanaged. These clauses have provided

convenient excuses for government intrusion, generally through the nomination
 
of all the Board members of the organization involved.
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There seems to be a consensus among growers that when government

has intervened, the interest of the industry involved have generally not been
 
harmed. There are serious exceptions to this, and Grenada provides a glaring

example. During the latter years of the Gairy government, all three statutory

bodies were taken over by government, despite sometimes violent demonstrations
 
by growers. There is evidence of serious misuse of funds during this period.
 
During the PRG regime, the Boards of the statutory bodies remained under
 
government control, and all were forced to make low interest loans to finance
 
Agro-Industries Ltd., a government project. Farmers on Grenada remain bitter 
about the condition of all three organizations when they were returned to
 
their control in 1984.
 

Cooperatives on Grenada during the time of the PRG were
 
particularly abused by government, becoming vehicles for employment and social 
service delivery. Over EC$2 million in grants and soft loans was provided to
 
a variety of cooperatives, none of which was repaid. The agricultural
 
production cooperatives were the worst, and have left a legacy of dependence
 
on government funding and services and a lack of business purpose in the
 
sector as a whole. The development of new cooperatives on Grenada is
 
proceeding slowly, based on a business-like approach, with groups being
 
org -ized around the provision of economically viable services. It will be a
 
lonuj and slow process.
 

Changes should be made in the legislation governing both
 
statutory bodies and cooperatives. There are American
 
agribusiness/cooperative legal experts, familiar with the British legal
 
framework found in the Eastern Caribbean who have experience in recommending
 
changes in these laws which are acceptable to government, lessen the
 
possibility of intervention and provide a legal basis for these organizations
 
to operate more independently. It is neither an easy nor simple process, but
 
has been successtui±y accomplished in other countries with organizations
 
having similar degrees of government control.
 

c. Problems/Weaknesses
 

i) Statutory Bodies
 

- Pricing Policy: Most of the export crops marketed by 
the statutory bodies are sold at world market prices, primarily through the 
United Kingdom or European markets. For most of the crops involved, prices 
have dropped in the 1980 - 1985 period, payment is in Pounds Sterling and the 
costs of inputs have risen sharply. In order to maintain production, there 
has been a tendency to stabilize prices, through a final or bonus payment to 
growers. This has been done through use of all of net surplus each year plus 
a portion of retained earnings. The result is that many of the statutory 
bodies are becoming dependent on bank overdrafts for working capital and their 
reserves are becoming seriously depleted. More realistic pricing policies
 
need to be adopted, and attention must be paid to financial management.
 
Introduction of effective cost controls would minimise operating costs and
 
maximise returns to growers.
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- Marketing: Many of the marketing contracts of these 
organizations are based on traditional relationships and reflect outdated 
market trends and practices. These need to be examined and changes 
recommended. An example is Grenada cocoa. The Cocoa Association tends to 
over-contract with its European buyers each year, agreeing to supply the 
shortfall the following year at the previous year's lower price. 

- .Management: Board and management training in
 
agribusiness management, marketing and financing is badly needed.
 

- Participation: Member involvement needs strengthening 
and improvement. In some instances the way in which members are organized
should be changed, from an island-wide base, to a district or parish one. 
Perhaps voting membership in the statutory bodies should be based on a minimum 
number of pounds to be marketed by a member each year, giving the larger 
growers more control; other producers would continue to sell tc the 
organization. 

ii) Growers Associations
 

The two Growers Associations on St. Lucia appear to be well 
managed. This is particularly true of the Agriculturalists Association. The
 
Coconut Growers Association is less viable due to marketing problems.
 

iii) Cooperatives
 

Cooperatives in the region are seriously
 
under-capitalized. In part this is due to the requirements of cooperative

laws which require minimal share capital purchases by members, and in part it
 
is a result of their lack of access to loan funds. Management of
 
cooperatives, where it exists, is extremely weak. There is little or no
 
knowledge of business management practices, accounting or marketing

techniques. The membership of cooperatives requires training in their role,
 
and purpose.
 

d. Linkages with HIAMP
 

HIAMP is intended to promote investor-led agriculture export in
 
the region to increase foreign exchange earnings and GDP. The linkage between
 
the farmer organizations and HIAMP can te found in the specific crop lines
 
which are or will be grown for export. In some instances, farmer members are
 
already involved in the production of crops targetted by HIAMP, e.g. cocoa,
 
winter vegetables and floriculture. In these cases the organizations provide
 
a convenient framework through which to introduce new production techniques,
 
extension and marketing services to farners.
 

2. -IndustrialDevelopment Cor_rations and other Government Bodies
 

HIAMP is a private sector led project and will focus primary
 
attention on fariner.J and companies engaged in agriculture and agro-processing
 
in OECS countries. HIAMP will, however, work with those public sector
 
agencies involved in promoting and facilitating agricultural and
 
agro-industrial development. As discussed in the Administrative Analysis,
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HIAMP personnel will be counterparted to agencies which will facilitate
 
reaching the broadest number of existing and potential investors in export
 
markets. As a result it is expected that both agencies and personnel will
 
benefit from this exposure and both skills and contacts passed on to local
 
enterprises to further long term agricultural diversification and investment.
 

During project design there was thorough discussion with large
 
numbers of persons involved in investment promotion as well as with technical
 
personnel in government ministries and with regional organizations such as
 
OECS/ECSEDA, CATCO, CARDI and CAEP which HIAMP expects to work with. As
 
discussed in the Administrative Analysis formal coordination mechanisms will
 
be established during implementation of the Project.
 

3. Commercial Entities and Individuals
 

The project design team spoke with a cross section of farmers,
 
processors and company managers in every participant country during the design
 
stage. These discussions are really follow-on discussions to numerous visits
 
by RDO/C staff and evaluators of existing projects which have built up a
 
knowledge base of the constraints of the agricultural sector and the measures
 
needed to address these constraints. The opinions expressed by these
 
individuals and companies have been molded into both overall project design
 
and into major sub-project activities. The methidology being designed for use
 
by the Core Contractor, particularly the Field Advisors, in monitoring and
 
evaluating sub-project activities on a regular basis by persons on-site should
 
facilitate continuous participation by the agricultural private sector through
 
the life of the project.
 

C. Social Impact
 

This project is expected to have significant impact on both the overall
 
economy of the sub-region and individual states as well as on the agricultural
 
sector and individuals and companies operating in the sector. The project
 
impacts on a number of fronts: policy, markets, technology, production,
 
credit - and thus impact will be widespread and hopefully, deep. HIAMP is
 
being designed to provide a major increase in agricultural export from the
 
OECS countries. Correctly implemented, given the importance of agriculture,
 
the project will provide a powerful impetus to economic resusitation of the
 
Eastern Caribbean.
 

Policy: Policy issues will arise throughout the life of the project. It
 
is expected that a source of leverage for changing policy directions, with
 
long-term impact, will be the successful implementation of interventions, such
 
as the privatization of a Marketing Board, or the divestiture of government
 
holdings of a particular estate and the introduction of new export crop
 
lines. Liaison by Field Advisors and Core Team members with National and
 
regional 'agricultural planning and R&D committees, with export promotion
 
agencies, and commodity associations will provide important fora for policy
 
issues.
 

Credit: RDO/C believes that the major constraints to credit lie less with
 
actual -capital available in the region, and more with the ability of the
 
private sector to access that credit. Over and over RDu/C staff and
 

!.I 

I 
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consultants have heard commercial banks stress lack of solid feasibility
 
studies as impediments to successful loan applications. Often this is viewed
 
as more important than collateral.
 

HIAMP proposes to free up much of the capital available in the region by

assisting investors and agro-entrepreneurs in putting together bankable
 
projects. This process will have spin-offs throughout the economy. It could
 
begin to change the credit climate of individual countries. Provision of
 
capital for grant funding and equity through CFSC will also not only
 
strengthen the f-inancial climate of the region, but will also provide CFSC
 
with important skills in assessing viable agro related projects. This effect
 
will also be manifested at the national level with commercial banks who will
 
come to recognize bankable agricultural projects; a skill most admit they
 
presently lack.
 

Technoloq': Access to sources of information on technological aspects of 
production, post-harvest, packaging, shipping, markets etc. is an important 
component of this project. Transfer of technology is key to creating d 
modern, competitive agricultural sector in the West Indies and the
 
establishment of stable agricultural private enterprises in the Eastern
 
Caribbean.
 

Markets: The shift to new crop lines, new market niches and access to
 
continually changing market factors is also a major thrust of HIAMP with
 
important long term benefits to the region. Through the mechanism of the
 
Regional Office and Field Advisors, better knowledge of markets, access to
 
market intelligence systems and data bases and important contacts with both
 
regional and extra-regional institutions and agencies will be passed on both
 
to country counterparts and to individual entrepreneurs. Hopefully, this type
 
of information network will be replicated both by regional organizations and
 
by individual country agencies at the end of the project.
 

Spread effects will be facilitated by good coordination and working
 
relationships with regional and national organizations such as ECSEDA, CARDI,
 
CATCO, CAEP, and national extension systems. The importance of this is
 
understood and will be part of the responsibilities of the Regional Office and
 
Field Advisors.
 

D. Equity Issues
 

There are a number of concerns which will have to be addressed in terms of
 
questions of equity; that is those involving the relationship of different
 
groups to production and marketing activities, land access and use rights and
 
community impact. Consequently, all major sub-activities will require socia.
 
soundness analysis during design. Both social acceptance and equity concerns
 
will be addressed. The Mission Social and Institutional Analyst will work
 
with the Core Contractor in the design of the first sub-projects to provide a
 
mechanism for ensuring that equity and social acceptance issues are included
 
in the feasibility studies.
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FISHERIES PECT (OMPNENT FOR HIGH IMPACT AGRIaJLTUJRE,
 
MARKETING AND PRODUCTION (HIAMP) PRJECT PAPER
 

Introduction 

1. The status of the Eastern Caribbean fisheries resources and their 
potential for development was sensitively investigated by the Island Resources 
Foundation (IRF) in their 1985 report to AID: Fisheries Sector Assessment. 
IRF recommended a cautious approach to fisheries development that fully 
considers the socioeconomic context; they rejected as inappropriate the 
capital intensive model of fisheries development that maximizes sustainable 
resource exploitation or economic fisheries yields. Their approach seems 
sensible; the real size of the fisheries resource is essentially unknown but 
thought to be too small for industrial fisheries exploitation. The fish
 
landings only partially meet the local demand and are characterized by 
seasonal gluts and scarcities. Fish trading and marketing is a complex set of 
social interactions rather than the straightforward economic transactions that 
characterize trading patterns in more industrial economies.
 

2. Despite the credible analysis done by IRF on the resource poor and 
socially delicate fishery, the & ,sessment did not address the potentials for 
private investment in fisheries, nor did their recommendations have any 
imediate link to commercial investment possibilities in the Eastern Caribbean. 

3. The HIAMP goal of establishing export-oriented private sector 

agribusiness in the Eastern Caribbean is initially constrained by:
 

a. 	The small unit size of the target islands.
 

b. 	Li.lited natural resources.
 

c. A lack of entrepreneurial tradition and a culture based on
 
monocrop plantation agriculture.
 

d. 	High local labor costs.
 

e. 	High transport costs for both inputs and marketable export
 
products.
 

4. Given these limitations, successful fisheries development might
 
best focus on the natural ccapetitive advantages of the Eastern Caribbean. 
These are few: warm, clean seawater all year, but sufficient to encourage 
investmdnt in those areas requiring that set of conditions. The above 
constraints would limit investment to high value specialty marine produzts 
with small market volumes that can be produced in the small areas avaiLable 
and can, by their value, overcome the high costs of transportation. lile 
product that seems to best meet these criteria is fish and shellfisn seed 
production for export to mariculture firms in regions with more acivantageous 
conditions for commercial cultivation, but lacking sufficient and reliable 
quantities of seed for stocking. 
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5. Investment in high value, low volume fisheries production would 
suggest fresh whole fish and shellfish. Fbr these specialty markets quality 
must be impeccable, handling and processing must be immaculate, service and 
delivery must be exceptional and transportation connections must be precise

and continuously reliable. his set of criteria may require management skills
 
not readily available in the existing Caribbean fishing industry. Quality

control, processing and storage facilities on many of the islands lack the
 
sophistication usually associated with nigh value high quality fresh fish
 
production.
 

6. Despite the above context, several bankable investment projects
have been identified that hold high promise for success. These projects, in 
varying states of development, require intervention of capital and/or
technical assistance for completion. They are identified in Appendix I at the 
pre-feasibility level with as much quantification as available from very brief
 
visits.
 

7. Possibilities for Private Investment inCapture Fisheries in the
 
Eastern Caribbean 

There is a constelleation of competitive disadvantages in the
 
capture fisheries sector that all but discourage joint venture investment in
 
the region.
 

a. Paucity of resources. The high value species: spiny lobster, 
conch, and red fish have been exploited to what many believe to be beyond
their capacity for sustained production. Wherever small quantities exist they 
are captured and exported by local traders. The large seasonal pelagic fish 
are not considered sufficiently abundant to warrant investment in capital
 
intensive exploitation. High value bottom fish sucn as snapper are perceived

to be too expensive to fish profitably. The deep (+200 m) sea bottom is not
 
well known; bottom long lines and deep trap fishing have been unsuccessful due
 
to snags, loss to sharks, and low catch rates. A follow-up study to the FAO
 
Caribbean fisheries resource survey oE about 1970 is Deing planned Dy CIDA to
 
begin in 1986/87.
 

b. High cost of raw materials, infrastructure, power and
 
transportation. Fishermen are accustomed to sell fish at retail prices; they

distrust outside investors whom they see as profiteering on local resources
 
and efforts. Prices for raw fish are uncompetitive with industrial catches of
 
the same species inother parts of the world. The costs of establishing

infrastructure and operating costs (especially electric power) are higher than 
most other venues. Since production volumes are small, storage costs while 
awaiting shipment drive operating costs into the range of uncompetitiveness. 
Transportation from the islands to any developed market is uulreliaole and very
 
expensive.
 

c. Small Ltgional markets. The hard currency markets of 
Guadeloupe, Martinique, St. Maartin and the U.S. Virgin Islands import only 
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about 3,000 tons of fresh fish per annum from the OECS countries. Virtually 

all this trade is in small lots of about half ton, or over-the-side sales from 
fishermen. Even regular traders only sell small lots each of several hundred 
pounds, while tied to the wharf for several days until the fish is no longer 
saleable. Often fish is traded at a loss to buy consumer goods for 

reimportation (read: smuggle) into OECS ports to sell at high profits that 
more than make up for losses on the fish. Most trading takes place through a 

complex network of social and economic ties that is unlikely to be broken by 
outside investors and does not have the collar volume to be worth the effort. 

8. Having pointed out the disadvantages of capital intensive capture 

fisheries investment in the Eastern Cariboean, there are some areas where 
small profits could be made by local investors, where costs of support
 

infrastructure are underwritten or investments highly leveraged by low cost
 

loans and grants. There is a high demand for fish on all OECS islands. This 
demand is glutted during the pelagic fishing season and unfilled during the 

sunmer. A processing plant that could buy cheap fish during the glut and 
store it to sell during the scarce period should be profitable on some 
islands, if amortization of capital costs could be minimized and if a reliable 
source of fish were available. In St. Lucia this model is a marginal success; 

in Antigua it was a failure. In St. Lucia raw material costs were too high; 
in Antigua management was poor. Both firms were too big and overcapitalized
 

for their small markets. Neither had a reliable source of fisn from plant 

controlled boats.
 

9. The following sections provide background to the commercial 

fisheries sector in each island of the OECS States and are on file in LAC/DR 
and RDO/C. Several export-oriented investment opportunities are suggested, 

especially in the mariculture sector where the Eastern Caribbean may hold some 
competitive advantage due to the year round tropical temperatures and 

abundance of stable clean seawater. These opportunities provide the basis for
 

the proposed major subproject in mariculture.
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15,000.00 
2,000.00f21,000.00 

$111,000.00 

$308,000.00 

$7,744,338.00 

VII. G and A 8% of'S.T. before G and A 

T O Wet Before Fee 

$88,941.52 $136,611.04 $141,761.12 $142,116.72 $110,116.64 

$1,200,710.52 $1,844,249.04 $1,913,775.12 $1,918,575.72 $1,486,574.64 

$619,547.04 

$8,363,885.04 

-

VIII. Fixed Pbe 10 

IbTal All 031t 

$120,071.05 $184,424.90 $191,377.51 $191,857.57 $148,657.46 

$1,320,781.57 $2,028,673.94 $2,105,152.63 i2,110,433.29 $1,635,232.10 

$836,388.50 

$9,200,273.54 

Omntngency 50 M*Al Owt 

Pilot Mrke_ Activities 

GRAND 'U!AL 

$66,039.08 $101,433.70 $105,257.63 $105,521.66 $81,761.61 

$60,000.00 $60,000.00 $60,000.00 $60,000.00 $60,000.00 

$1,446,820.65 $2,190,107.64 $2,270,410.26 $2,275,954.96 $1,776,993.71 

$460,013.68 

$300,000.00 

$9,960,287.22 



ODRE OWfIRACM1Il 
EWrIMArED OWSTS 

Year 

One 

Year 

TWo 

Year 

Three 

Year 

Four 

Year 

Five Total 

ALARIES 

I. Long-Term - U.S. 

A. (1) Team leader 
(2) Market Advisor 
(3) Grenada - Field Advisor 
(4) St. VLncent -Field Advisor 
(5) St. Lucia - Field Advisor 
(6) Dominica - Field Advisor 
(7) St. Kitts - Field Advisor) 

Antigua - Field Advisor ) 
(8) Hoe office Support 

LT Salaries Sub-total 
Fringe Benefits (25%) 
overhead (75%) 

LT Sal-FB-CH Sub-total 

B. Project Support
ocat Staff 

$67,940.00 
$47,034.00 

$0.00 
$0.00 

33,970.00 
$33,970.00 

$O.UO 
$16,985.00 
$199,899.00 
$49,974.75 

$149,924.25 

$399,798.00 

$58,554.00 

$67,940.00 
$67,940.00 
$33,970.00 
3,970.00 
37,940.00 

$67,940.00 

$67,940.00 
$16,985.00 

$424,625.00 
$106,156.25 
$318,468.75 

$849,250.00 

$117,108.00 

$67,940.00 
$67,940.00 
67,940.00 
67,940.00 
67,940.00 

$67,940.00 

$67,940.00 
$16,985.00 

$492,565.00 
$123,141.25 
$369,423.75 

$985,130.00 

$136,626.00 

$67,940.00 
$67,940.00 
$67,940.00 
$67,940.00 
67,940.00 

$67,940.00 

$67,940.00 
$16,985.00 
1492,565.00 
$123,141.25 
$369,423.75 

$985,130.00 

$156,144.00 

$67,940.00 
$15,678.00 
$33,970.00 
33,970.00 

L33,970.00 
$67,940.00 

$33,970.00 
$16,985.00 

$304,423.00 
$76,105.75 

$228,317.25 

$608,846.00 

$117,108.00 

$339,700.00 
$266,532.00 
$203,820.00 
203,820.00 
271,760.00 

$305,730.00 

$237,790.00 
$84,925.00 

$1,914,077.00 
$478,519.25 

$1,435,557.75 

$3,828,154.00 

$585,540.00 

U;S. and Local Salary Sub-total $458,352.00 $966,358.00 $1,121,756.00 $1,141,274.00 $725,954.00 $4,413,694.00 

I. Short-Tem 

(1) Marketing Agro-Business 
(2) Various Crop Specialist 
(3) ST Salaries Sib-total 

ringe Benefits (25%)(5 vrea7%(4)(4) F rne Beeft (5) 

$31,356.00 
$78,390.00 

$109,746.00 
27,436.502,309.502 

$26,130.00 
$78,390.00 
$104,520.00 
:26,130.00178,390.00 

$26,130.00 
$62,712.00 
$88,842.00 
f22,210.5066,631.50 

$20,904.00 
" 2,712.00 
$83,616.00 
20,904.00$2,712.00 

$20,904.00 
$62,712.00 
83,616.00 
20,904.00$62,712.00 

125,424.00 
344,916.00 
470,340.00 
1117,585.00$352,755.00 

ST-Sal-B-OH Sub-total $219,492.00 $209,040.00 $177,684.00 $167,232.00 $167,232.00 $940,680.00 I

131 

II. Travel and Transport 

(1) Air Travel 
(2) Ground Grand Travel 
(3) Transport UHE - ehicle 
(4) Storage HHE 
(5) Air Shipment of Personal 

Effects 

$20,000.00 
$5,000.00 

$89,600.00 
$3,600.00 
$9,450.00 

$26,000.00 
$5,000.00 

$0.00 
$3,600.00 

$0.00 

$22,000.00 
$5,000.00 

$0.00 
$3,600.00 

$0.00 

$21,000.00 
$5,000.00 

$0.00 
$3,600.00 

$0.00 

$21,000.00 
$5,000.00 

$89,600.00 
$3,600.00 
$9,45U.00 

$110,000.00 
$25,000.00 

$179,200.00 
$18,000.00 
$18,900.00 

Sub-total $127,650.00 $34,600.00 $30,600.00 $29,600.00 $128,650.00 $351,100.00 


