* IDENTIFICATION DATA

ACTIONS

A, BVALUA | FO N DUMMAKY PART |

(BETORE PILLING OUT THIS FORM, R THE ATTACKED INSTRUCTIONS) (}IN)/(F VLG4 4
A REPORTING A.L.O. UNIT: . B WAS SVALUATION SCHEDULED In C. EVALUATION TIMING ‘
, '-?D o/e ' CUARENT FY ANNUAL EVALUATION pLAN? ———— ! ¢
(Mission or AID/W Office) you [ slipped [ ad hoc [ ‘ Pont Qower
®Se 538-87 -04 ) Eval. Pan Subrmission Oate: FY £7 g Ly, |

0. ACTIVITY OR ACTIVITIES EVALUATED (Ust the followt information for oviiuatod;
. . if not nppuah?o'. list title ang dnt:' :’ﬁ‘&:&%?& .

Project o Project/Program Tie ROAG
K (or titie & date of 5':',:,,,...,,,
ovalustion repen) )

Private Sector Program - Agribusiness
Cluster

538-T-007 Regional Agribusiness Development (RAD) - 78

Most Punneg Amount
mo LOP  Qoigated

Cost to

Dste

(mo/y)  (oo00) ..(000).

3/86%'6500 . 6500

538-0057 Agribusiness Expansion Project ( AEP) ..., 80 6/86 6000 6000

€ ACTION DECISIONS APPRQOVED 8Y MISSION OR AD/W OFFICE DllgC"l’Ol ‘1 Namesot oﬁl: Date Action
‘ s ~ responaible to be
Action(s) Required ) ‘ . Action Compieted

These projects were both completed and so the '
major benefit of this evaluation 1cv in the N
lessons which could be identified for application
to the recently initiated High Impact Azricultural .
Werieting Projsct {HIANE!. Tharve wers no Juzure The meeting
acticns decided on Tor eisher AP <he IWe Troiects ook tiace
tut a meeting o7 Mission Yenagement, Srivate in Anril
Sector and Agrituisure £ fice sta’?, the i3¢T.

evaluators and the core contractor was held to
discuss the specific reccmmendation made with
respect to HIAMP and the implications of the
evaluation findings for HIAMP implementation.

BEST AVAILABLE DOCUMENT

FILE

— (Aftach extra sheet if necessary)
F. DATE OF MISSION OR AID/W OPFICE REVIEW OF EVALUATION: mo_> day_27yr 37
- APPROVALS OF EVALUATION SUMMARY AND ACTION DECISIONS:
e T ERNERL tEe g
‘ $;2§ﬁ;,, ResérShrsrmsey- DY anke 'Jamkg,’};fo{gaway
R Oate: \_’&/""i"] £ ! e sem——— O . Oam: —&—.i.l 28 "'{_” Y’} i



http:S~orrower/Gjane.Oo

ABSTRACY

cosis

A

PAGE 2

H. EVALUATION ABSTRACT (do not sxoeed the $pace provided)

The RAD ernd AZ?P Projects-were zoth designed to promote the development and exranzisn

of agribusiness entervrises in the OECS States. FAD was implemented by the Zarin:

o)

aawn
S e

Development Bank (C2B) and AZE was executed by the Latin American Agridbusiress Tevelo

ment Corporation (LAAD). The former was targetied to small farrmers, and the latiar,
medium to large scale producers. The pwrpose of this evaluation was to examine *he

development impact and to identify lessons which could benerit future agribusines

-

-
S

initiatives under the HEigh ‘Impact Agricultural and Marketing Project (HIAMP). The
evaluation was based on a review of project documentation and other project related
reports, interviews of project rersonrel and loan recivients. The evaluators mejor

findings, conclusions and recommrendatins are:

0 DNeither project had much success in finding agribusiness enter rises. This was
I £

due to an erroneous assumpticn that entrepreneurs would emerge if credit was .
provided for agribusiness. y :

O There are other fundamental constrajnts besides credit which inhibit therdévélép¥‘v

' ment of agribusiness in the OECS,

o If USAID is keen on producing a positive impact on the argicultural sector then
it needs to loosgh institutional restrictions which reflect an aversion to risk.

o HIAMP should be carefully rmonitored and regularly evaluated for performence,

achievement and impact. R’DG/C and project personnel should develop contingency

lans for conserving the agency's investment in the wvroject should the innovation
p L

prove loss well targetted than anticipated.

.

o Private sector success should be publicized giving particular emphasis to the
achievements of Caribbeen entrepreneurs, : c

© Project Officers and loan approval committees shouldvdeveIOp'withjsubqurrowers

reelistic performance tergets.

The Zvaluators licted =he

0 4dgribusiness ‘sub-pro,
provided *he most su

L'

s . .
the highest level of commercial:vigpil

fits <o the national economies. '

0

o Privately owned argibusiness proiects were more75uq¢eé§f$l,fh8nfsoverh“
Projects. e R O

© The most successful agribusiness projects in the'EéStern‘Caribbeanfaféﬂfhdsé~
wnich export to market niches in industrialized countries. [ LR
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‘ paper. Hence no lasting contribution was made o overcoming the merke: constraints

J. SUMMARY OF EVALUATION FINDING
Addrons i ng ttoms. S, CONCLUSIONS AND RECOMMENDATIONS (Try not to exoeed the 3 pages providey)
-
Purpose of activity (vs) evalusted * Principal recommendations

* Purpose of evaluation ang Methodology used

. -
® Fingings and conciusions (reiate to quesuions) Lessons isamed

Misai , 2DC/C
e er oo / Evaluation of%'%?"%’é?&%’@i‘ PXeTiy sl v
' £ ; ribusIness— 5
Title and Date of Full Evaluation Report: ~Rexelopment Proifect and the Agribusiness Expansion Projdct:
Purpose of Activities Evaluated ApT 1

RAD was focussed on the constrained markets “or agricultural production and was
intended to benefit small farmers ard the rural poor indirectly by expanding the
markets for their output. The project was expvected to increase investment in
agroprocessing enterprises which would purchase regularly from smell farmers. The
project would provide funds for loans and equity investments to such businesses.
Businesses which contributed to & reduction in the cost of small farmer inputs as
well as increase empldyment opportunities for rural workers could also receive
funding through this croject.

AEP was to initiate and expend private agribusiness investment in the Caribbean
through the application of capital, management and technical expertise to identified
constraints in the production, processing, distribution and marketing systems.

The objectives of both projects were generally similar and were consisten* with the
Mission strategy objectives of increasing production and employment. The rrimary
difference was the target group. 2RAD targetied smeli farmers while AEF focussed
on rediun so larze sroducers. gt '

.

(131

Turcose 5% Zvaluation and -lethodolea

This expcst evaiuation was undertaken as rart or an avaluation of 3D0/2's Privaze
Sector Program. In addition %3 assessing their impact, the evaluation wes exreczed
to identify lessons which would be useful to the Missicn in the implementation orf
the High Impact Agricultural Marketing Project (HIAIiP), which inciudes an agri-
business component and is the Mission's major egriculturel initiative.

The methodology involved a review af project documents and reports, a special study
o loans to <he private sector and an Inspector General 1985 audit report. Tn addi+ticn
iaterviews were conducted with officials of Yaticnel 2evelcpment

S S et
nee instituvions

.DFCs), projects'benericiaries and AID, CD3 and ZAAD personnel. Tre avaluaters
obtained information on the numbers of ~-ans made, the size o the loans, the
T"J\-! H

9
performance of the activities supported and the erficiency of the mechanisms used %o
orovide resources to the tenericiaries.

ms=e BEST AVAILABLE DOCUMENT

Findings

fAD: Projects finenced directly by the CDB experienced serious financial Troblems.
Loans through the Yational development Finance Corporations were useé for Jarm
improvement and farm production and not agro-processing as envisaged in the project

dbigh the oroject was desizned o address. Restrictions imposed by CDB on the DFCs

3ee ovVer

3%
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BUMMANY (continued)

Consiusions: The evaluators concluded that results of <he t<o precjects were disazrcint
ing. The underlying assumgticn ¢f the %wo projects that the n'ovisicn of crecis Ser

impact: The impact of the <wo rrc'ects was very limited due to an insufficient

effectively ctreverted the use of ‘unds for the purToses se: out f{n zhe
The resirictions were eprarently carried cver Iron a1 previous .SA

AZP: There is a dearth of fundable agrc-projects i{n the Ingiisn steakinz ITastern
Caribbean. of the drojecss essisted, the most success’u’l were those invclved in tre
export ol non-traditional crops tc a szecialized =arket. overalil the eveluetion
report states tnat agridusiness in the CEZCS is very risky with weether, water and
soil problems. Thus if institutional requiremenss ‘or safet / preclude ccrmitmens
to hazardous ventures then its unlikely that any impact wiil be made on developin
the agriculture sector in the sub- -region.

S
<

agridbusiness would release a key consirain: and resuis in a significant nuzber cf new
agribusinesses proved to te unfounded. The disappoint-“g results suggested thet the ré

are bindirg constraints to agridusiness in the Eastern Cart tCean other tharn creditc.
particularly sericus mistake on the part of the RO project wvas the assumption thet
the provision cf agribusiness credic on slightly concessicnerr terms wowld resuls in
sufficient nuzters c= applications that tetential projects cculd be screened shroush
a variety of provisicns, ccrnditions, and restrictions des;g:ed tC ensure direct small
Tarzer participaticn in agritusiness. The evaluaticn evidence suggests <-e% =he
accurmuiation cf curdensome restrictions as the funds passed %arough USAIZ, CI3, and
the DFCs on their wvear %o uliimate torrowers severe.y hamrered the adility cf the
-ending instituticns (I3 and the I7Cs} so disburse funds for cheir criginally
intended use, and thus was a magcr contridvuting factor to the disaproin: 1.5 results

of trhe prcjecs.

nusber oI agritusinec:z prslects worsay of suggors.

-
-

- . g
rrianciza. Feccrmencaticns

RZS/C shculd reconcile its agridbusiness financing grogram oc'ectives for the
crganizaticrn ol Zestern Ceridtean States (CE3S) with it .usti:utional attitudes
towards risk.

and regularly evaluated for project rerformance, achievenern:, and impact. 270/7
shculd give HIANP ful) support during che critically i:por ant carly stages of he
droject. At the sare <ime. 3LO'" and Sroclect zersonnel 3anuli levelop continzencr
plans «kich can ve used to conserwve she !!issicn's investment ir thra croject snould
the inrovation in agribusiness prcve ess well targetted than enticipated.

The High Izpect Agricuitural Marketing Prelect (HIAMP) should be carefully conitored

RCO/C shculd publicize the private sectcr successes which argicuitural lirancing has,
supported in the CZICS states, giving particular azTnasis o the achievermenss :f
Caridbean entrerreneurs. !




v

'Privately owvned agribusiness projects have been distinctly more successful

Lesscns earred

s whicth ned the higrnest levels oY ccomerasial viagliiisey
cant end sustained cenefits to tne ecorcmias ¢ =ralim
nich vere not comzercially viable have provided

Tncse agrituginess suhora!
also provide <he ncst sizni
nations. Those sudbprolects w
disappointingly few cenefits.

Project officers and loar approval cormittees showld work closeiy with poter<iail
sub-borrowers to devise a rea.istic set of targets against which sub-project
per{ormance can te =easured. while targe: inflation may be an irherent aspect of
project and sudb-project proposals, post-approval targets should be set realisticall:-,
giving due regard to typical degrees of agribusiness risk and the cost of that risx.

The 2ost successfu. agribusiness sub-projects in the Zastern Caridtean under
007/05T have ail been exporting products to market niches in i{ndustrialized
countries,

than goverament-owned projects.
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EXECUTIVE SUMMARY
A. DBACKGROUND OF THE EVALUATIONS

In January, 1987, Louis Berger International, Inc. undertook the
evaluation of two agribusiness development projects financed by
USAID’s Regional Development Office/Caribbean. The two projects
were (1) the Regional Agribusiness Development Prcject (USAID
Project 538-T-007) implemented by the Caribbean Development Bank
(CDB) and (2) the Agribusiness Expansion Project (USAID Project
No. 538-0057) carried out by the Latin American Agribusiness
Development Corporation (LAAD). The CDB project is referred to
as "007" and the LAAD project "057."

Exhibit I provides summary data on the utilization of 007 project
funds by the CDB. A total of $6,299,000 was disbursed, starting
in December of 1979. Of the this amount, $5,605,000 was disbursed
within the OECS states and Barbados, the primary geographic focus
of the present evaluation. The remaining $694,000 was distursed
to the British Virgin Islands, an area outside the primary
geographic focus of the evaluation. Only one CDB subproject,
Windward Island Tropical in St. Lucia (loan disbursements of
$254,000), was privately owned.

Exhibit II provides summary data on the utilization of 057
project funds by LAAD. A total of $5,628,000 was disbursed,
starting in 1980. Of this amount, $1,038,000 was disbursed within
the OECS states and Barbados to four privately owned businesses
located within the primary geographic focus of the evaluation.

The CDB and LAAD projects were evaluated together because:

1. Recent guidance from USAID's Latin America and Caribbean
Bureau favors clustered, program-related evaluations, whete
grouping is possible.

2. The evaluation status of the two rrojects were similar.
Loan disbursements for both projects were complete. The designs
of each project prescribed similar evalustion forms and methods
for evaluating development impact. Both projects had run their
entire course without any of the scheduled evaluations of
development impact actually taking place.

3. Each project had targeted a significant amount of
financing for agribusiness enterprises in the OEC5 states, but
neither project had much success in finding such enterprises.
Combining the evaluation of the two projects permitted
examination of a larger number of agribusiness establishments and

Exec. Sum. 1



Country

ccceces

SUB-PROJECTS:

british Vir, [sl,

EINIOIT I

COB UTILIZATION OF 007 FLNDS

DEVELOPWENT FINANCE COMPANIES:

3 Matigue

1 Bardades
s Bosinice
1 fronsts
1 8t. Lacie

1 8t, Vincoat

US9°000 -
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Mrosseat
Project Title hte Disdursessnts Repayeents Outsteading
Fisherios Developannt 300 (1] . "
Corriscou Bheey Production  3/80 0 - 10
!
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------------------------- iadiendadinde & A . 0 B ¥ X
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a better basis for making judgments concerning development in the
QECS states.

4. Each project had made loans to only a few agribusiness
enterprises. It was anticipated that, by evaluating the two
projects together, the likelihood would be increased for adducing
lessons that would be applicable to the Mission's High Impact
Agricultural Marketing Project (HIAMP) which was launched in mid-
1986.

Barbados and the OECS states were the principal geographic focus
of the evaluation because that is the Mission's primary focus as
well as that of HIAMP. The evaluation team visited Antigua,
Barbados, Dominica, Grenada, Montserrat, St. Lucia, and St.
Vincent. The team did not visit the British Virgin Islands nor
Anguilla where two 007 subprojects were located. Nor did it visit
Turks, Belize, Haiti, or the Dominican Republic, where 057
subprojects were located.

The evaluations of the agribusiness projects represent two of
some fourteen evaluations of projects within the ambit of RDO/C's
Private Sector Program which Louis Berger International, Inc. is
carrying out for USAID over a period of two years. Project
evaluation results will be synthesized and incorporated into two
annual program reports. A “"generic scope of work” is applied for
the evaluation to analyze the projec: designs within a
standardized program framework. Use of a standardized program
framework facilitates comparisons among projects and integration
of the results of individual project evaluations into the program
reports.

B. [FINDINGS
1. Regional Agribusiness Deovelopment Project (007)

Project Design

The Regional Agribusiness Project (543-T-007) implemented by the
Caribbean Development Bank was designed principally to address
problems in market structure for small farmer crops. The Project
Paper stated:

"The existing market structure is considered to be possibly:
the most significant single constraint to increasing small
farmer production and incomes in the Region."

The project was expected to reduce this constraint mainly by
increasing investment in agribusiness enterprises. Loans and
equity investments by CDB and loans by regional and national

Exec. Sum. 4



development finance institutions were to be made in a geographic
area that was defined to include Barbados and the Lesser
Devel >ped Countries (LDC's) of Antigua/Barbuda, Belize, Dominica,
Grenzda, Montserrat, St. Kitts/Nevis/Anguilla, St. Lucia, and St.
Vincent.

It was anticipated that food processing enterprises would account
for the majority of the investments under the 007 project.
However, two other types of enterprises also were eligible for
financing, those which reduce the cost of small farmer inputs
(e.g., fertilizer mixing, farm implement manufacturing) and those
which increase employment opportunities for rural workers in
labor intensive enterprises.

The Caribbean Development Bank had primary responsibility for
carrying out the project. An "Agribusiness Development Fund” was
established within the Bank's Special Fund operations. CDB had
responsibility for promotion of an Agribusiness Development
Prog-am, identification of eligible subprojects, preinvestment
studies, project appraisals, approval of loan applications,
coordination of technical assistance to enterprises, and
subproject follow-up. The Caribbean Investment Corporation (CIC)
and the national Development Finance Corporations (DFC’'s) were to
serve as financial intermediaries and were to make loans under US
$100,000 commensurate with their capabilities under the
surveillance of the CDB.

The Agribusiness Development Fund was to be complemented by a
US$450,000 grant to be used by the CDB 1in commissioning adaptive
research technologies appropriate to the Region’s resource base
and end markets. '

Project Outcomes

1. RDO/C’'s Project Paper anticipated that at the end of the
project all loan funds would have been placed in agribusiness
enterprises (primarily food processing and input distribution)
and in labor intensive enterprises (those which generate

significant employment opportunities) and that national
developmert finanoing institutions would have demonstrated
capability in funding such enterprises. The 007 project has

failed to achieve these results.

2. Of the $6,299,000 in loan funds disbursed by the CDB, five
subprojects accounted for $3,906,000 in loan disbursements and
appear directly pertinent to criteria established in ths Project
Paper. Of these five subprojects, four have had serious financial
difficulties. The fifth appears somewhat out of compliance with
labor intensity standards established by USAID. While a portion
of the remaining funds appear to have been distributed by DFC'’s
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to persons who represented intended beneficiaries of the project
(small farmers and fishermen) engaged in what loosely could be
defined as “agribusinesses,” most of these loans were not
directed to the kinds of enterprises and purposes identified in
the Project Paper.

3. The government-owned St. Vincent Sugar Rehabilitation Project
(wvhich rehabilitated a sugar refinery and represented loan
disbursements of $2,207,000) was a clear financial failure and
had to be shut down.

4. The Government-owned Carriacou sheep production project in
Grenada i{s in serious financial trouble. The small farmer
marketing component of the project has not worked, and modern
methods of sheep production have not caught on with small
farmers. The project itself employs no more than four people.

5. In the absence of substantial restructuring (probably
including privatization), the future of another government-owned
project, Montserrat Sea Island Cotton (representing loan
disbursements of $644,000) is very much in doubt. The project is
in arrears and has applied for rescheduling of its loan.

6. The government-owned project concerned with fisheries
development in the British Virgin Islands (representing $394,000
in loan disbursements) was not visited by the evaluation team.

7. A privately owned business in St. Lucia which is producing
ornamental plants for the U.K. market is the only CDB subp:roject
which is doing relatively well financially. This business (which
accounts for $254,000 in loan disbursements) does not market the
production of small farmers, but it does employ sone 75 pe:~sons
who might otherwise have been classified among the rural poor.
This business appears to have a capital/labor ratio (total
capital investment in US dollars divided by number of full time
Jobs created) in excess of a $10,000 limit established by USAID
48 a measure of the required degree of labor intensity. The
limitation, however, is of very doubtful wisdom.

8. The 1lines of credit extended to the DFCs under 007 were
usually combined with other resources and incorporated into
existing Farm Improvement Credit programs. Loans were used
principally for farm improvement and farm production credivs
extended directly to farmers and fishermen. Loan purposes
included purchase of fertilizer and farm implements, farm
vehicles, 1livestock, and motors for fishing boats. Only ia
Dominica (grapefruit production loans), and St. Vincent (sugar
production loans) were 007 funds loaned to farmers intended to
relate to an agribusiness project or enterprise which would buy
the farmers' outputs. Even in these countries, it is clear that
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DFC loans were used for other purposes as well. There is no
convincing evidence that funds disbursed by the DFC's made any
lasting contribution to overcoming market structure constrajints
faced by small farmers in these countries. Nor did the evaluators
find that any new farm input or labor intensive enterprises were
started with DFC loan funds.

9. The set of conditions attached to most lines of credit
extended by the CDB to the DFC's effectively prevented the use of
loan funds for the purposes set forth in the project paper.
Reportedly at the behest of RDO/C officials, the CDB included in
its loan conditions for DFCs restrictions which were mentioned in
neither the Project Paper nor the Loan Agreement, but which may
have been drawn from an earlier RDO/C agricultural development
project. These restrictions (including ceilings on the net worth
of the borrower equivalent to US$56,000) effectively prevented
DFC's from making viable loans of the types envisioned in the
Project Paper. During the project period, the DFC in St. Lucia
used funds other than those available under 007 to make at least
one loan under US$100,000 for the processing of coffee, spices,
cocoa, and coconut cream. DFC officials reported that net worth
limitations would exclude persons owning a good house and two
vehicles-- or virtuall’ anybody who would be in a position to
finance successful agribusiness. Officials of the Barbados DFC
reported turning down requests for loans from dairy farmers
because the value of their livestock and sheds put them above the
net worth limitations contained in the arrangements between the
CDB and the DFC. Utilization of the resovrces in the 007-
financed lending programs (which also included other resources)
by the DFCs in subloans has been roughly hal:i, providing further
evidence that effective demand for subloans has been limited, and
that other uses had to be found for financial resources.

2. Aaridbusiness Expansion Project (957)

Project Design

The goal of the 057 project, implemented by LAAD since 1980, has
been “to improve the standard of living of the Caribbean poor."
The project’s sub-goal has been “to stimulate economic and
agricultural growth and create employment.” The purpose has been
“to initiate and expand private agribusiness investments in the
Caribbean.” The purpose was to be achieved by ident'fying
deficiencies and constraints in agricultural production,
pProcessing, distribution and marketing systems and by applying
capital, management and technical expertise to improve the
functioning of those systems.
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In terms of impact, the project was to: 1) provide additional
employment opportunities, particularly for rural small farmers
and unskilled or semi-skilled rural labor in agroindustries;
2) increase incomes to members of the above target group;
3) increase production and productivity; 4) expand marketing
opportunities; 5) facilitate new product development; 6) increase
foreign exchange earnings.

The primary beneficiaries of the proposed project, the rural poor
in the areas where LAAD operates, were expected to include both
men and women and be composed of both small farmers and landless
workers. Operators of mini-agribusinesses providing inputs to
the LAAD-financed project could also be beneficiaries. The
project was to assist agribusiness entrepreneurs establish
operations which would have direct impact (through emplovment)
and indirect impact (through 1linkages to production) on low
income families. Sub-project activities were to encourage small
farmers in the area increase or diversify production in order to
supply raw materials ¢to processing facilities or related
marketing entities, such as cold storage or packaging plants.
Landless workers, or farmers whose landholdings are inadequate
for reasons of size, quality, or location, would find employment
in production or processing operations.

At the time of the project agreement, it was estimated that about
44 sub-projects in the Caribbean basin (including 17 in the OECS
and Barbados), in the areas of food production, agricultural
inputs, processing, packaging, storage and transportation would
be financed in the Caribbean during the four year AID loan.

In addition to the co-financing feature of the project, other
major aspects included: additional staff and establishment of a
new LAAD office in the Eastern Caribbean to facilitate project
identification and development; an expanded role for LAAD in
terns of providing more comprehensive financing packages, and
extended marketing services and export related services, for
example, through linkages with US or regional purchasers.
Emphasis was to be placed on those sub-project which would
promote trade or contribute to exports for the LDCs. Special
priority was to be given to investment opportunities involving
the export of non-traditional agricultural-based products to
regional and international markets.

The project paper made note of the earlier 007 proJoct/
implemented through the CDB, and Jjustified the overlap of’.
activities as follows:

Loan 538-T-007 4is fully programmed and investment proposals
are in the process of being analyzed. There is likely to be
some fallout among these programmed proposals and thus some
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competition between LAAD & CDB, however, the competition is
not expected to be severe as LAAD will serve some clients
who prefer not to wutilize the CDB. Also, it is expected
that some competition will be healthy for CDB in that CDB
may be forced to accelerate its loan approval process.

According to the 057 project paper, written in 1980, LAAD has had
an established track record in agribusiness investments in
Central America. As an investor or lender, LAAD has sought out
agribusiness opportunities with long-term growth potential. LAAD
has required any project it financed to make “a meaningful
contribution to the economy of the host country.” Further, as a
private profit making company, LAAD insured that investments
demonstrate a return or yield commensurate with the risks

involved. When evaluating proposals for financing, LAAD's
primary concerns were said to be the capability of the project'’'s
management, the product’s market growth potential, the

competitiveness of the product, its total importance to the local
economy, and its impact on employment both dire-tly and
indirectly. LAAD has also provided technical and rmanagerial
services in addition to financing. The most important of these
was said to be assistance in developing and financing a business
venture.

The project paper noted that previous efforts to stimulate growth
were primarily channeled through the public sector, such as trade
incentives, research, and extension programs. "The criticism of
.this approach, however, has been that it has not worked." Since
agriculture is largely a private sector endeavor, 057 was
designed to utilize a private sector institution to provide
services. This new approach was a direct response to a 1980 study
(the York Mission) commissioned by President Carter, which found
that donor/gove- nment programs aimed at stimulating agriculture
were not very effective and in some instances were outright
failures, and that new ways of utilizing the private sector more
directly should be songht. As the agriculture sector is
generally market oriented, highly decentralized and, for the most
part, operates on a small-scale basis, the private sector was
Judged to have a comparative advantage over the public sector in
providing necessary technical, financial, and marketing services.

Project Outcomes

1. LAAD has failed to find even half of the US$8 million worth
of investments in the English speaking Caribbean LDCs expected at
ths outset of the project; and over 60X of the $3,553,000 which
was invested in the English speaking C~ribbean went to the single
country of Belize. Compared to the 17 potential sub-projects
identified in the project paper in the OECS and Barbados
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(involving project investments estimated to total $3,895,000),
LAAD ultimately placed only $1,038,000 of AID funds in four
projects. LAAD invested only $42,000 of its own resources in
RDO/C's area of interest, and placed only $1.5 million of its own
resources in the Caribbean, compared to an expected $9.3 million.

2. Of the four 057 projects in the Barbados/OECS area, one is
performing very well and meeting project obJjectives, one is
making significant progress toward meeting financial and project
objectives, one is in doubt, and one has clearly failed and is in

liquidation.

3. The most successful of the four 057 projects has been
Eastern Caribbean Agencies, Ltd., in St. Vincent. This project
involves the purchase from small farmers in St. Vincent, St.
Lucia, Jamaica, and Barbados of fresh tropical produce such as
breadfruits, mangoes, yams, and okras for export to Canada, the
United States, and Great Britain. ECA has collection, storage,
packaging, and export distribution facilities which have
encouraged small farmer production and have increased the
earnings of the small farmer participants (although by somewhat
less than originally anticipated). In addition, ECA has
contributed significantly to St. Vincent’'s foreign exchange
earnings and, probably, national value added as well.

4. Windward 1Island Aloe, begun in 1984, has provided the
equivalent of about 55 full time Jobs, and has introduced a new,
non-traditional export crop to Dominica. Although behind schedule
compared to the projections made at the time of the loan
application, it appears to be a growing foreign-exchange earning
venture. In addition, efforts are being made to encourage small
farmer production of aloe, which can be processed and marketed
through WIA.

5. St. Vincent Plastics, which received a small LAAD loan to
expand production of plastic packaging material and banana
pProtection film, 4is now in uncertain condition, after having
suffered a fire in mid 1985. When in full operation, it provided
employment to 15 - 20 people, provided products which contributed
to the productivity of the banana farmers by saving them from
losses of their banana crop; and provided plastic wrapping film
which facilitated the marketing of local produce in local
outlets. The plan: opened again in spring of 1986, and currently
employs seven people. There was (and may still be) intra-
regional export potential.

6. The Tillage Services Company in Barbados was to provide
mechanized land preparation services to small and medium-sized
farmers, particularly in sugar cane. Although direct employment
was not expected to be substantial, indirect part time field
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employment was expected to increase significantly by bringing in
acreage that would otherwise be left uncultivated. Due in part
to the decline in the sugar industry in Barbados, demand for
tillage services fell short of expectations, and the company is
in the process of liquidation.

7. The emphasis on agroprocessing anticipated in the project
paper h&s not been forthcoming - only one of the four projects
evaluated involved processing of 1local produce (aloe). The two
most successful projects (ECA and WIA) are both involved in
export oriented, non-traditional crops involving a special market
niche. The most successful project (ECA) addressed the need for
collection, storage, and distiibution facilities described in the
project rationale.

C.  CONCLUSIONS

On the basis of the evaluation evidence, it appears that the
benefits of the 007 Project failed to exceed its costs. Of the
$3.9 million invested in agribusiness subprojects, only one sub-
project, the Windward Islands Tropical Plants, Ltd (providing
about 75 full 4time Job equivalents), is currently self-
sustaining. The rest have either closed down, or have been
unable to cover their operating costs, and therefors have not
been self-sustaining. The $2.4 million of resources for the DFCs
reprogrammed from agribusiness lending ostensibly to small farmer
credit programs have not been fully wutilized in those CDB-
approved agricultural lending programs. Utilization of resources
in the agricultural lending programs (including bSoth 007 funds
and other resources) for subloans has been only roughly half,
indicating there was insufficient demand for the reprogrammed
funds. Arrears on subloans in the agricultural lending programs
were about 30X as of 1986. Although some of the DFC loans may
have been put to good financial and economic use, there is little
evidence that the DFC loans have contributed to project objec-
tives (improving markets for small farmer production, reducing
costs of small farmer inputs, or generating rural employment).

The 057 project, although establishing or expanding several

agribusiness ventures in the Caribbean, found only four
agribusiness projects to finance in RDO/C’'s area of interest, one
of which has failed. It appears the LAAD succeeded in

negotiating a broad list of eligible countries, including several
outside RDO/C's area of interest, which took ultimately over 80%
of the project funds.

It therefore appears that the underlying assumption of the two
pProjects, that the provision of credit for agribusiness would
release a key constraint and result 4in the establishment of
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significant numbers of new agribusiness ventures (principally
engaged in agroprocessing), proved to be unfounded. Although
USAID provided $12.5 million for agribusiness credit, as of 1987
there are only three new or expanded viable agribusiness
enterprises in RDO/C's area of interest, each of which appear to
have had the potential for successful solicitation of commercial
credit. The disappointing results of the two projects suggest
that there are binding constraints to agribusiness in the Eastern
Caribbean other than credit which frustrated project efforts.

A particularly onerous mistake on the part of the 007 project was
the assumption that the provision of agribusiness credit on
(slightly) concessionary terms would result in sufficient numbers
of applications that potential projects could be screened through
a variety of provisions, conditions, and restrictions designed to
ensure direct small farmer participation in agribusiness. The
evaluation evidence suggests that the accumulation of
restrictions as the funds passed through USAID, CDB, and the DFCs
on their way to the ultimate borrowers severely hampered the
ability of the lending institutions (CDB and the DFCs) to
disburse funds for their originally intended use, and played a
major role in the disappointing results of the project.

The failure to evaluate both agribusiness projects as called for
in their respective loan agreements may have resulted in lost
time and resources as far as the agribusiness sector was
concerned. carlier evaluation of the 007 project should have led
to earlier attempts at a different approach to support
agribusiness. There could have been modification of the above-
mentioned restrictions on lending from 007 reosurces, and/or a
more significant departure from traditional project design for
the 057 project. Earlier, thorough evaluation of 057 might hae
hastened the advent of HIAMP, or led to a decision to loosen
RDO/C’'s commitment to the agribusiness sector in the Eastern
Caribbean, due to the numerous binding or inherent constraints on
the sector which donor agencies are powerless to relieave.

D.  RECOMMENDATIONS

1. RDO/C and CDB should reconcile their agribusiness financing

program objectives for the OKCS8 with their roopoctlvo,

institutional attitudes toward risk.

Financing agribusiness in the OECS states is not a field for the
fearful. Agribusiness is risky business, particularly on small
islands with weather, water and soil problems. Careful and
Judicious policies have an important place in the field of
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development finance, but they are not really congruent with
achieving bold objectives in the face of previously intransigent
constraints. Where collaborative undertakings between two
cautious institutions are involved, protective devices affecting
subprojects easily can proliferate in response to real or fancied
dangers. Under such circumstances, each institution needs to be
realistic about how much safety it really requires. If
institutional requirements for safety basically preclude
commitments to hazardous ventures, and the achievement of program
objectives require commitment to such ventures, then either the
safety requiisments or the program objectives must be changed.

The designers of the 007 project recognized the difficulties of
creating financially self-sustaining nontraditional
agribusinesses in the OECS states. However, the project design
did not squarely face the problem of risk. The project did indeed
permit the CDB to devote up to $1.3 million of the AID loan to
equity financing, which was to be used to sweeten marginal
situations and accomplish a certain amount of social engineering.
However, USAID's financial position was protected by its status
as a creditor. In effect, RDO/C was saying to a regional
development banking institution with a history of solid but
largely traditional achievement: "Let's you take an equity risk
on the chanciest aspects of agribusiness in the OECS states,” a
type of activity that was both perilous and new to CDB. In
retrospect, it does not seem surprising that CDB made no equity
investment of any kind. Nor is it surprising that CDB did not
greatly increase its exposure profile in making a few direct
subloans to relatively large agribusiness enterprises. The
limited number of credits which it did extend to agribusinesses
were to three parastatal enterprises backed by governments (which
in turn have traditionally been sustained by donors) and to one
enterprise owned and managed by very well-connected and
substantial private interecscs. Subsequent events demonstrated
that, in giving the bulk of its enterprise loans to parastatals,
the CDB in fact chose its own financial security (government
fuarantees) over efficiency in the marketplace.

When CDB had difficulty finding a sufficient number of acceptable
agribusiness projects of any kind, 007 funds were dadicated to
institutionally “"safe" DFC small farmer lending programs-- an
area in which problems in loan selection and administration would
be subject to much less potential criticism than in lending to
enterprises, The intention of the 007 project design to develop
the capacity of DFCs to finance agribusiness enterprises was
defeated before the activity got underway. The cumulative
effects of USAID and CDB restrictions and covenants made
achievement of this project objective impossible.
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:n extending ne UG37  [oan s LAAD. U5AID nooed that suszeaacoal
resources would be purt 1nto the UEZCS states. out the .G &0 Terms
were siructured 1n  such a way tnat LAAD couid invest most of
resources 1n  countries with fewer fundamental Limitations o
agribusinese than those present in the UECS states-- and indeed
it did. The performance of the enterprises which LAAD financed
in tre OECS was better than that of CDB. But LAAD's program in
the OECS was basicaily a failure for lack of sufficient volume,
and LAAD cliosed .ts regional office. Once again, RDO/C's project
design basically said. Let’s you take a risk on agribusiness in
the OEC5." LAAD choze to take most of its risk elsewhere.

It has been argued by some observers that the lesson of the LAAD
project is that there does not exist in the OECS states a
sufficient coterie of entrepreneurs who are willing and able to
make agribusiness investments: that the problem lies as much in
the area of human resources as in the physical characteristics of
the region. It was not <o much that LAAD was unwilling to

undertake risks in the OECS-- so the argument goes-- it was
rather that there were not many local businessmen who wished to
take the plunge -- and that those few venturers who did have the

needed combination of resources and enterprise were not willing
to share ownership with outside investors. RDO/C's High Impact
Agricultural Marketing and Production Project (HIAMP), currently
in its start-up phase, will put such contentions much more
rigorously to the test than did LAAD.

2. The High Impact Agricultural Marketing and Production
Project (HIAMP) should be carefully monitored and regularly
evaluated for project performance, achievement, and impact. RDO/C
should give HIAMP full support during the critically important
early stages of the project.

HIAMP was in its early stages of implementation at the time the
LBII ‘evaluation team examined the agribusiness projects
undertaken by CDB and by LAAD. Neither assessment of HIAMP's
project design, nor its early progress was within the Scope of
Work of the LBII evaluation team. RDO/C did ask, however, that
the team identify portents in the histories of the CDB and LAAD
projects that could have particular application to the future of
HIAMP. .

The records of the preceding agribusiness projects clearly
indicate that HIAMP project evaluations should not be deferred as
they were in the case of CDB a d LAAD. Three key questions
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should regulariy ve addressed in the course of quarterly prcject

reviews as well as in evaluations:

a. Is RDU/C giving project management the support it needs,

particularly during the critical early stages of the activity?

The history of the 007 project suggests that the
responsible parties, RDO/C and CDB, shied away from the
riskier and more innovative aspects of the project

(including equity investments and direct loans

to

privately owned enterprises which could, theoretically,
declare bankruptcy) from the outset. Is RDO/C's sense
of commitment to HIAMP strong enough and its tolerance
of risk high enough so that RDO/C will be able to
provide needed support to the project when and if the

going gets really tough?

b. Will enough investors come forward to invest in new or
expanded agribusiness activity to Justify the magnitude of the

resources programmed for the project?

The experience of 007 and 057 suggests that the scope
for agribusiness investment in the Eastern Caribbean

may be quite limited. Although HIAMP may be better

designed and staffed to make optimal wuse of those
opportunities which do exist, its potentials may be of
a much lower order of magnitude than anticipated in the

project design.

c. Will HIAMP hold to an approach in which private investors

control subprojects and bear the larger share of equity risks?

If {v is true that local OECS agribusiness investors
are few in number and unwilling to share control with
outsiders (one interpretation of the “AAD’'s results in
the area), pressures to show project accomplishment and
to move RDO/C funds could result in the "parasta-
talizaticn™ of HIAMP in a number of subtle and not-so-

subtle ways. An analogous “reversion to type”

took

place in the 007 project as pressures to move money
produced a throw-hback to the earlier 006 snall farmer
loan project financed through CDB by RDO/C. A basic
premise of USAID's support for the private sector is
that when ventures are controlled by businessmen and

the largest share of risks are borne by them,

the

likelihood of successful outcomes is greater than when
control and risk 1lies with governmental instrumen-
talities. It will be advisable for project reviews to
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analyze arrangem:nte MAAL cY EIAMF with g se<rn “ye g»
to how subprojecr centror and  risk in  aczusiity .3
distributed between tne Privats and punije s2Cctors.

3. The Montserrat Sea Island Cotton Project should be
restructured for Privatization or closed down.

According to the current company manager, the prospec:s for the
Montserrat Sea Isiand Cotton Company to achieve financial
viability in hand weaving of Sea Island cotton are negliigible.
The concept of an “integrated industry” with Sea Island cotton
and local hand weaving should be abandoned. Hand weaving of
cotton products can Proceed with other strains of cotton,
purchased locally or imported, depending on which offers the
lowest price. Sea Isiand Cotton should be sold for the highest
possible price on any market. A Sea Island Cotton Industry might
be feasibly buiit UpP on a step-by-step basis, with the initiation
of each new Step contingent upon commercial viability.

4. The Carriacou Sheep Project should bdbe restructured or closed
down.

As currently designed and stafred. the Carriacou sheep project is
generating very little income and yielding almost no benefits.
The project manager and the local Agricultural Officer have both
petitioned the Ministry of Agriculture in Grenada to ejither take
Steps to improve the Project (which would require fresh funds) or
terminate the project. Although the official decision of the
Government of Grenada was to continue with the project, no action
has yet been taken to improve the project. Project performance
has lagged very far behind Projections, and- even with the sale
of assets--the Project has continued to show a substantial
negative cash flow.

5. RDO/C and/or other institutions should publicize the private
sector successes which CDB and LAAD financing have supported in
the OECS states, giving particular emphasis to the achievements
of Caribbean entrepreneurs.

Recognition of eéntrepreneurial success in the agribusiness area
can have the effect of encouraging other local businessmen to
start new agribusiness ventures. RDO/C, LAAD, CDB, and pPerhaps
local business associations should collaborate on appropriate
publicity and/or awards. While the importance of development
financing should be recognized in such publicity, the focus of
such publicity should be on the success f the owners and
managers of the assisted enterprises. Eastern Caribbean

‘
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Agencies, Ltd. 1is particularly deserving ¢f reccgr:wizn on the
basis of its performance to daze. Windward 1i1siand Tropical
Plants &and Windward 1Isiands Aloe may be candidates for such
recognition 1n the near ruture if their performance continues to
improve.

6. Project officers and loan apprcval committees should work
closely with potential sub-borrowers to devise a realistic set of
targets against which sub-project performance can be measured.
While target inflation may be an inherent aspect of project and
sub-project proposals, post-approval targets should be set
realistically, giving due regard to typical degrees of
agribusiness risk and the cost of that risk.

All the sub-projects evaluated had difficulty meeting the targets
set for them at the time of the pre-funding analysis. In most
cases, the shortfall had less to do with the capabilities of the
implementors, and much more to do with inflated forecasts (see

Appendix B). The problem of inflated forecasts has plagued many
RDO/C private sector projects, and 1is clearly related to the
"selling job"~ required for donor funding. A retrospective

assessment indicates that “sensitivity analyses” of anticipated
subproject rates of return usually failed to encompass the range
of fluctuation in prices and outputs that are characteristic of
agribusiness. Embedded 1in the sophisticated veneer of subproject
appraisals have been some credulous assumptions concerning the
predictability of prices and costs, and concerning the magnitudes
of the risks associated with agribusiness projects. The
appraisals lack a fundamental sense of reality, and an
understanding of the dangers and opportunities for investors--
and for every institution associated with the agribusiness
financing process.

E.  USAID PROGRAM LESSONS LEARNED

1. Those agribusiness subprojects which had the highest levels of
commercial viability also provided the most significant and
sustained benefits to the economies of <their nations. Those
subprojects which were not commercially viable have provided
disappointingly few economic benefits.

On the basis of the evaluation evidence, it is clear that those
agribusiness ventures financed by 007/057 which have been
commercially viable are also those which have provided the sought
for economic benefits 4in the form of employment, exports, and
increasing the standards of living of the poor. ‘'hose
agribusinesses which have not been commercially viable have not
been able to deliver significant benefits to the target group
(Refer to Exhibit VI.1, below). The most commercially successful
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pProject has been the largest purchaser from small rarmers. The
creators of the largest amounts of employment are the tnree most
commercially successful projects. The commercialiy successrui
subprojects have provided the highest levels of quantifiable
benefits to intended Project beneficiaries.

2. Privately owned agribusiness pProjects have been distinctly
more successful than government-owned projects, but gome of the
private projects reviewsad in this evaluation have experienced
financial difficulties.

The three most successrul projects examined during the evaluation
were all private.y owned. None of the public sector agribusiness
subprojects could be described &8 successful. LAAD was more
private-sector oriented than CDB, which may help to account for
their reiatively higher success rate in agribusiness, although
they, too found it difficult to find viable projects ‘n the

Eastern Caribbean. It appears that CDB was hampered i{n part by
its public sector outiook, vhich, in combination with the onerous
USAID 1loan conditions, led CDB’'s loan officers to avoid the

pPrivate ‘ector almost completely.

3. Loans to parastatal enterprises covered by Government
guarantees cannot de assumed to be ultimately "safe” loans.

The CDB placed $3.0 million in three parastatal agribusiness
subprojects, none of which demonstrated self-sufficiency. The
responsible governments are repaying their loans to CDB, and CDB
is repaying its loan to USAID. However, the productive resources
in which the loans have been invested have been underemployed or
dissipated. One failed and was clcesed, and the other two would
require major restructuring and new resources in order to achieve
viability. In the end, the loans must be repaid. Wasted resources
must be paid for bv t,c economies of the nations whose govern-
ments guaranteed the loans and/or by those donors (including
USAID) who continue to provide assistance to the economies of
theso countries.

4. The most successful agribusiness sub-projects in the Eastern
Caribbean under 007/057 have all been exporting products to
market niches in industrialized countries.

The successful Projects among the two portfolios were all
oriented toward an export market niche. A “"niche" requires only
a modest scale of inputs: Windward Island Aloe produces on about
70 acres, Windward Island Tropical Plants produces on 30 acres,
and Eastern Caribbean Agencies collects production from roughly

Exec. Sum. 18
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200 - 2000 acres of mostly smail piots aversging atoit TwWO
acres each) s:cattered through St. Vincent. 3t. Lucila. ~arcescs.
snd oJamaica. ine export markets of Nurtn America and curope
provide a scope wnicn is larger by many oraers of magnitude than
the markets of the CEtastern Caribbtean. The potential promise of
the Montserrat Sea [sland Cotton Company, too, lies in just such
a niche in the export market.

Exec. Sum. 19
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I. INTRODUCTION

In January, 1887, Louis Berger Intermational, Inc. undertook the
evaluation of two agribusiness development projects financed by
USATD’s Regional Development Office/Caribbean (RDO/C). The two
pPr jects were: (1) the Regional Agrivusiness Development Project
(USAJD Project 538-T-007) implemented by the Caribbean
Development Bank (CDB) and (2) the Agribusiness Expansion
Project (USAID Project No. 538-0057) carrisd out the Latin
American Agribusiness Duvelopment Corporation (LAAD). The CDB
project is referred to as "007" and the LAAD project as “057."

This evaluation report is composed of six sections. This
introduction, Chapter I, describes the methodology of the
evaluation, outlines the geographic and temporal scope of the
evaluation, describes the contextual setting in which the
projects were initiated, provides an overview of loan purposes
and utilization, and summarizes the {findings of previous
evaluations.

Chapter II, "Constraints on Agribusiness Development,” provides a
general overview of economic circumstances in the Caribbean,
highlighting the major constraints to agricultural and
agribusiness development.

Chapter III, "Sub-project Agribusiness Financing by CDB and LAAD"
analyzes of each of the sub-projects examined by the evaluation
team in terms of sub-project achievements, (difficulties
experienced and an overall assesssent of perforaance.

Chapter IV, “Lines of Credit to Development Finance Corporations
under 007, analyzes each of the 1lines of credit oxtended to
various Developaent Finance Corporations (DFCs) via the CDB under
007. Purposes and performance of the subloans made by the DFCs
are highlighted.

Chapter V, “Project Impacts and Application of Generic Scope of
Work,™ summarizes the impact of the projects on the basis of
their goals, purposes and other identifiable objectives within
the framework of RDO/C's private sector progranm.

Chapter VI, “Conclusionr, Recommendations, and Lessons Learned, "
discusses major findings of the evaluation, makes recommendations
with regard to the two agribusiness projects under review as well
as considerations applicable to the recently initiated High
Impact Agricultural Marketing and Production Project (BIAMP), and
discusses lessons learnmed for RDO/C’'s private sector progranm.
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Appendix A contains the scope of work for the evaluation.
Appendices B and C provide greater detail on each of the
individual sub-projects and DFC lines of credit, respectively.
Appendix D lists research studies conducted in conjunction with
the 007 project. Appendix E desncribes the evaluation teas
assignments and Qqualifications.

The evaluations of the CDB and LAAD agribusiness projects
represent two of some fourteen evaluations of projects within the
ambit of RDO/C’'s Private Sector Program which Louis Berger
International, Inc. 1is carrying out for USAID over a period of
two years. Project evaluation results will bo synthesizod and
incorporated into two annual program reports. A “goneric scope of
work™ is applied in each evaluation to analyze the project design
within a standardized program framework. Use of a standardized
program framework (facilitates comparisons among projects and
integration of the results of individual project evaluationmns into
the program reports. The Generic Scope of Work is reproducted in

Appendix A.

A. EYALUATION MEXTHBODOLOGY

The evaluation team began with a review of relevant project
documents: the respactive project papers and loan agreemonts,
recent LAAD quarterly reports to USAID, the Inspectors General's
1805 audit of selected agricultural projects (which included some
subprojects under the 007 project) and a study of private sector
onlending by Arthur D. Little, Inc. (which included some of the
007 loans to Development Finance Corporations). The evaluation
team then conducted interviews with RDO/C and CDB personnel
involved in the project (including tho RDO/C Agricultural and
Rural Development Officer, who was involved in the design and
implementation of the 007 project, and the Senior Manager for
Agriculture and Industry at CDB). The team then visited the
President of LAAD in Miami, sub-projects and Development Finance
Corporations (DFs) 1in Antigua, Barbados, Doainica, Grenada,
Montserrat, St. Lucia, and St. Vincent. Sub-project prefunding
analyses, received by the evaluation team after amost of the
visits had been conducted, provided background information.

The evaluations were conducted on two levels: Each of the two
parent projects, 007 and 057 (as well as each of the sub-

projects), were evaluated in terms of their own internal targets.

and objectives and by means of the “Generic Scope of Work™ for
the RIO/C Private Sactor Program.

The CDB and LAAD projects were evaluated together because:



1. Recent guidance from USAID’s Latin America and Caribbean
Bureau favors clustered, progras-related evaluations, where

grouping is possible.

2. Each project had targeted a significant amount of
financing for agribusiness enterprises in the OECS states, but
peither project had much success in finding such enterprises.
Combining the evaluation of the two projects peraitted examina-
tion of a larger number of agribusiness establishments and a
better basis for making Judgments concerning developeent in the
OECS satates.

3. The aovaluation status of the two projects were similar.
Loan disbursements for both projects had been completed. The
designs of each project prescribed similar evaluation fores and
methods for evaluating development impact. Both projects had run
their entire course without any of the scheduled evaluations of
development impact actually taking placs.

4. Each project iiad @made sub-loans to only a few
agribusiness enterprises. It was anticipated that, by evaluating
the two projects together, the likelihood would be increased for
adducing lessons that would be applicable to the Mission’'s Bigh
Impact Agricultural Marketing Project (BIAMP) which was launched
in mid-19886.

B. GEOGRAPHIC SCOPE OF KVALUATION

Exhibit 1.1 presents the geographical breakdown of eligible
territories provided for in the loan agreements covering 007 and
057. The CDB loan and grant agreements were amended in June, 1980
to include the British Virgiu Islands, the Cayman Islands, and
the Turks and Caicos Islands as eligible territories. Tho
groupings are presented for ease of reference in this report and
the countries were not grouped as such in the Project Papers.
Group A represents the primaiy interest area of RDG/C.

Exhibits 1.2 and 1.3 show the individual sub-project investments
made bv both CDB and LAAD from 007 and 057 funds in their
respective eligible countries. Those marked with an ~°X°
represent those sub-projects and DFCs which were visited by the
Evaluation Team during the period February 13th - 21st. Those
market with a ~"%° were interviewed by telephone only. The
following comments on each ICI 1listing are appropriatc to an
understanding of the Evaluation Toanm coverage (from a

geographical standpoint) of utilization of USAID funds by oacy.

project.



Exhibit .1

Eligible Countries marked X (1) CDB LAAD

Group A (Primary Interest Area of RDO/C:

------- OECS plus Barbados)
Anguilla X ‘
Antigua-Barbuda (4) X X
Barbados (2) (4) X X
Dominica (4) X X
Grenada X
Montserrat (4) X X
St. Kitt-Nevis (4) X X
St. Lucia (4) X X
St. Vincent (4) X X
Group B (Other English speaking LDCs)
Belize (4) X X
British Virgin Islards (4) X
Cayman Islands (4) X
Turks and Caicos (4) X
Group C (Other Caribbean nations)
Dominica Republic X
Guyana X
Haiti X
Jamaica X
Trinidad/Tobago (3)(4) X
Other AID Approved (4) X

(1) As specified in the Project Papers 1977 and 1880

(2) CDB was limited to 81 million out of the $6.5 million
for Barbados unless Aid agrees otherwise. !

(3) "Under special circumstances". Irrelevant since as
of its 1985 Annual Report LAAD had no investments
from whatever source in Trinidad/Tobago.

(4) The LAAD Project Authorization dated 8/29/80 contained
& covenant that no less than $4 million of the loan
would be utilized in these countries. Additionally,
the $4 million could geographically be invested
"for projects impacting on such countriee. "

4
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Couatry

SUN-PROJECTS:

conee cvse cee

Beitish Vir. Isl,
1 Gronsda
1 Roatserrat
¢ 8t. Lucie

§t. Viacest

et §.2

COB UTILITATION OF 007 FumDS

DEVELOPRENT FINANCE COMPANIES:

1 Mtigu
t bardatos
¢ Doainica
1 brents
r $t. Lucia

1 8t Visceat

---------------- o> US$000 comececcnccccccccceccaneaee
~~~~~~~~~ == USAID oeecoccccccccccene.
Mproval/
Mreseent  Total Mpro-  Medursa-  Status as of 31/12/8
Project Activity Date [avestoent vals oents Repaysests  Dalance
Fisheries Developeent 30 3 108 e 1 m
Sheep Production, Carriscon  5/00 R ¥7] 107 107 ] 109
lategrated Sea [sland Cotton 0/00 [ 5] 1) [0 - 4
Winguard Island Troptcals  0-84(1) 121 e -~ bl 7. |
Sugar Rehadilitation " 7600 un 2207 3/ 1931
TOTAL SUB-PROJECTS $10,389 13,947 43,00 TS;I ;;:;;
Furs [sprovesent 10/80 280 w0 - (]
Mricultural m 171 " 108 m
Integrated Citrus Developeeat 3/01 - 176 17 bA 143
Mricultural /Industrial (7] ] 4/ % - 4/}
Consolidated Credit 10/01 300 “ - W
Integrated Seqor 10/80 370 30 o] 33
TOTAL DFCs 2,3% 82,30 $16d 1,21
TOTAL 007 FUNDS ACCOUNTED FORs 86,299
AUTHORIZED - WOT DISBURSED: 21
TOTAL 007 FUMDING: ;;:;
esaess

x IMDICATES EVALUATION TEAM SITE vISIT
¢ IMDICATES TELEPHOXE (NTERVIEW OMLY

(1} Two Joans of $104,000 ang 970,000

Sowrcer (0D Fimascial Files, Feb. 20, 1907
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Country

eccsvese

KUB-PROJECTS:

essveccsosscs

Aguille

¢ Dardados

1 Dosinica (2)

1 §t. Viscent
¢ St. Viacest
Turks
Turks
belize Totals

Haiti Totals

LMD UTILIIATION OF 057 FmDS

Exmdat [.3

Doasaicea Republic Totals ()

““““““““““““““ USS000 ccocccccccccccccencoccnccaas
USALD -
Moproval/
Mreeseat Total Cossit- DBisdurse-  S§tates as of 30 Sept 1984
Project Activity Date Investosat oty ooats  Rmayeents  Outstanding
Corito Trading Co. Lt4. 10/84 30 10 3 2 n
Tillage Services Ltd (1) 12/ pd 1N 1"y M
Windward Island Alee Ltd Y 30 1% 1% (3 - 19
Wingmard Island Aloe Ltd 10/8% 1% (L] (4] - ¢
Eastern Caridboan Agencies, Ltd.80-04-84(4) 1,8 600 (1) 37 (9) 343
St. Vinceat Plastics 1nm ] b\ | 3 ) 13
Providenciales Fisheries Ltd Y] 7d 340 10 120 ) 3
Trade Ninds ladustries 10/03 600 U0 M - A0
)] 4,923 2,390 1% 1% 1,970
1] “s 183 170 170 -
1,348 1,958 1,908 1,0 13
$16,038 $4,170 15,028 12,093 $2,933
TOTAL 037 FUSS ACCOUNTED FOR 5,620
AUTHORIZED - WOT DISOURSED n
TOTAL 037 FUIDING 8,000

s INDICATES EVALUATION TEAN INTERVIEW
¢ JNDICATES TELEPWORE INTERVIEW OmLY

(1), LAAD sade an equity 1nvestesnt of 30,000 froa its owa funés
(2), Two (2) loans
(30, Pending rersdursesent fros AID
(4), Reprosents three loans of 8230, $100 and $2%0
1$). Represents repaysents of $220 and 817 on f1rst and second losns respactively
(). Represents seven sud-projects in Delize, one ved-project in Mafti, aad five sud-projects in Boataican Repwdlic

for which 037 funds sare disburaed and resain outstanding) plus 3 LAAD finances projects 1a Belize, 2 in Maiti, 3 ia D.A.
(1), Only 831,000 recoived by LAAD froa cospany; 8$75,000 on books for outstanding balance, the rest represects LAAD rrite-offs,

Sourcer LAAD Quarterly Report, Sept. 30, 1987
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{. CDB Projeots Visited by the Evaluation Teas
CDB made loans to five subprojects and six Development Finance
Corporations (DFCs). The evaluation team visited subprojects in

Grenada, Montserrat, and St. Lucia; and DFCs in Antigua,
Barbados, Doainica, Grenad~, St. Lucia, and St. Vincent.

The British Virgin Islands fisheries development project was
excluded froe the site visit schedule due to its relacively
remote location, because it was outside RDO/C’s primary area of
interest and because of time constraints. The St. Vincent sugar
rehabilitation project has been closed down for sevoral years
(see Chapter III of this report) and there were neither personnel
nor facilities to be <isited. The Evaluation Team, therefore,
visited nine out of a poss=ible eleven CDB sub-projects and DFCs
financed by 007 funds.

2. LAAD Projects Visited by the Evaluation Team

LAAD financed twenty projects ia eight countries, but only five
of these projects were in the Eastern Caribbean. The evaluation
team viaited projectas in Domainica and St. Vincent, and
interviewed two more project principals by tel phone in Barbados
and §t. Vincent. Ome of the five Eastern Caribbean projacts was
in Anguilla, which is now a British Colony and technically not an
OECS state. Of the 15 remaining non-OECS projects, sevan were in
Belize, five were in the Dominican Republic, one was in Daivi,
and two were in the Turks and Caicos.

Two-thirds of the 057 AID funds, i.e. $4 million of the total 86
million, were to be used in the English speakiug LDCs (which
included Belize). The Evaluation Team eliminated Belize from its
survey for several reasons: the economy, land area, business
climate, and other related factors are quite different from the
Island States; Belize activities are under scrutiny from AID/W,
which 18 the stated reporting and evaluation center under
previous loans and under 057; and the travel time required to

review five projects there would have been excessive. The
Dominican Republic and Baiti were eliminated for ussentially the
Sameé reasons. The above three countries are not of prime

interest to RDO/C. Relative to specific Island States’ projects
under 057, the following comments are pertinent:

1) The Anguilla Trading Company loan of $35,000 was
eliminated because it is currently outside RDO/C’s area
of primary interest (OECS states), and because of the
spall amount of funds involved.

¥



2) The two Turks and Caicos investaents were eliminated
due to distance and lack of prime RDO/C interest.

3) The Barbados Tillage Services Company equity/loan
investment is in foreclosure (see Chapter IV) and the
Evaluation Team could only speak to the local principal
by telephone.

4) The St. Vincent Plastics Coapany could not be contacted
at the time of the field survey, so interviews were
conducted by telephone. (See Chapter 1IV)

The Evaluation Team therefore conducted site visits at two sub-
projects: Windward Islands Aloe, Ltd. (Doainica), and Rastern
Caribbean Agencies, Ltd. (St. Vincent); and telephone interviews
with two more: Tillage Services, Ltd. (Barbados) and St. Vinceat
Plastics, Ltd.

C. TIMK FRAME OF EVALUATION

The CDB 007 Project Agreement was signed in March, 1978, and loan
activity began in 1979. The current evaluation thus covers a
span of nearly nine years of activity. All sudb-project loans
were approved by CDB in 1980 and 1981, except for a second loan
in 1884 to the one private sector activity inm the CDB portfolio.
All DFC lines of credit were approved between 1979 and 1981.

The LAAD 057 Project Agreement was signed in September, 1980, and
project activity began a 1little later in 1880. The curreat
evaluation thus covers a span of six years of activity.

D. FPROJECT DESIGNS IN CONTEXT

The project designs for both 007 and 057 need to be understood in
the context of the development milieu of both USAID and the
Caribbean at the time the projo:ts were being developed. In 1977,
when the 007 project paper was written, the USAID mission in
Barbados was sngaged in no direct, bilateral activitier; most
USAID assistance was channeled through regional institutions, ¢ta
most important of which was the Caribbean Levelorzont Bank. The
small USAID staff in Barbacdos worked closely with the CDB and
other regional agencies, and implemented no projects directly
from the mission.

Throughout the Ceribbean, there was a strong effort towards
regional self sufficiency and import substitution, particularly
in food. Caricom had recently published a Food/Nutritlicn strategy
document which advocated greater self-sufficiency in food



production as a goal for the region. However, much of the
supporting research, documentation, information, and guidelines,
(where not related to the traditional export crops of the region
- sugar, bananas, coconut, etc.) wers academically oriented and
not well suited to the clientele of existing and potential food
producers in the region: primarily small farmers.

In USAID, there had begun a trend away froa investment 4in large
scale enterprises such as agribusiness. Policy at 0SAID placed
greater eaphasis on basic rural and agricultural developmsent,
with a focus on the "“poorest of the poor” as ths primary target
group for USAID activity. Anything which appeared to work on the
principle of “trickle down” was eschewed in favor of a more
direct approach to the intended beneficiaries. The "Green
Revolution, ™ although a technical success, was being criticized
by m®many people as bencfitting large, wealthy farmers and
agribusiness at the expense of small farmers. In the donor
agencies as well as the academic communities, the philosophy of
“"Saall is Beautiful,” making use of appropriate technology, had
considerable influence, although m=maay development professionals
understood that a purely “bubble up” strategy would be difficult
to implement effectively.

1977 saw the initiation of the Integrated Agriculture Development
Project (°006"), which was to 1increase he income of small
farmers and to diversify tha production base in the Caribbean
from the traditional crops. The 008 loan was designed explicitly
to lend agricultural production credits to small farmers, via the
CDB ond its affiliated DFCs, and contajned numerous restrictions
on loan uses. The 008 project paper makes reference to the then-
propcaed 007 project, which it says “would directly coaplemsent
this [0068] project by helping to ensure larger and more atable
markets for small farmer crops. It represents a logical follow-
on to this [(006] project.”

1. Frojeot Design of 007

While the 008 project focussed on agricultural production, and
was intended to reach small farmers directly, the 007 project
(and the 087 project after it), was focussed on the constrained
markets for agricultural production, and was intended to benefit
small farmers and the rural poor indirectly, primarily by
expanding the markets for their output.

The 007 Project Paper stated:
The existing market structure is considered to be possibly
the most significant single constraint to increasing small
farser production and incomes in the Region.
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The project was expected to reduce this ~onstraint mainly by
increasing investment in agroprocessing enterprises which would
purchase regularly from small farmers, specifically defined in
the loan agreement as “those whose agricultural exploitations are
under twenty-five acres in size.” Loans and equity investments
in agribusiness by CDB and loans to agribusiness by regional and
national DFCs were to be made in a geographic area that was
defined to 1include Barbados and the Lesser Developad Countries
(LDC’s) of Antigua/Barbuda, Belize, Dominica, Grenada,
Montserrat, St. Kitts/Nevis/Anguilla, St. Lucia, and St. Vincent.

The financial plan of the Project Paper specified that the 86.5
million project loan to CDB could be utilized in two vays: 85.2
million was to be used for loan financing of agribusiness
enterprises and up to $1.3 wmillion could be used for equity
financing of agribusiness (which i1f unutilized could be used for
loan financing). Under the Logical Framework, two of the
verifiable indicators of project output were 52 subloans
totalling $5.2 million and 28 eqQquity 1investments totalling S81.3
million.

The Caribbean Development Bank had primary responsibility for
carrying out the project. An "Agribusiness Developwent Fund” was
established within the Bank’s Special Fund operations. CDB had
responsibility for promotion of an Agribusiness Development
Program, identification of eligible subprojects, preinvestaent
studies, project appraisals, approval of loan applications,
coordination of technical assistance to enterprises, and
subproject follow-up. The Caribbean Investaent Corporation (CIC)
and the national Development Financing Corporations (DFC’s) were
to serve as financial intermediaries and were to make loans under
$100, 000 commensurate with their capabilities under the
surveillance of the CDB.

The Agribusiness Developmont Fund was to be complemonted by a
$450,000 grant to be used by the CDB in commissioning adaptive
research technologies appropriate to the Region’'s resource base
and end wmarkets. Selection of the research Projects was to be
based on the following criteria:

(a) the technologies to be developed should Rhave direct
utility in the agribusiness development prograa

(b) the technology to be developed would be of utility to
more than a single facility

(c) all basic research was to have been coapleted, there-
fore, effective application to the Region would require
only adaptive research.

10
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It was anticipated that agroprocessing enterprises (or
agricultural storage and distribution enterprises) which could
expand or stadbilise the market for small farmer production would
account for the majority of the investments under the 007
project. However, two other <ypes of enterprises also were
eligible for financing, those which manufacture or distribute
agricultural inputs to small farms, and therefore reduce the cost
of small farmer inputs (e.g., fertilizer mixing, farm implement
manufacturing) and those which increase employment opportunities
for rural workers in labor intensive enterprises.

Specific criteria, as established in an Annex to the project
paper, were listed as follows:

CRITERION A: The proposed Project will Expand/Stabilize
the Market Opportunities for Emall Farmer
Production ([Mostly agroprocessing, storage
and distribution enterprises].

Evidence should be presented that the proposed project will
benefit the target group through one or more of the
following:

1. Decreased range of short or long term price fluctua-
tions of a commodity produced by smsall farmers.

2. Increased total annual quantities demanded of a
coamodity produced by saall farsers.

S. Reduced proportion of physical product losses sustained
by small farmer coamodity between harvest and

consumption.

4. Reduced cost of accoaplishing transport, handling,
exchange, and other functions incident to msarketing of
commodity produced by small farmers.

CRITERION B: The Proposed Project will Reduce Saall Farmer
Cost of Production (mostly manufacture or
distribution of agricultural inputs])

Evidence should be presented that the proposed project will
benefit small farmers in one or more of the following:

1. Introduction of new, more appropriate, or less costly
small farm implements that increase labor or land
productivity.

11
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2. Increased convenience, availability, or timeliness of
supply of recommended technical production inputs to
small farmers.

3. Reduction in the purchase price or distribution cost of
recoamended production inputs or services.

CRITERION C: The Proposed Projmct Creates a Substantial
Amcunt of Direct Eaployment in Rural Areas
(labor intensive employment generation]

Evidence should be presented that the propnsed project
investment will demonstrate a capital eaployment ratio no
greater than $7500.

The USAID agricultural development officers had correctly
identified some key constraints facing small farmers (i.e., poor
markets for their outputs and high costs for their inputs) and
tried to design a project to relieve those constraints. However,
the lack of scale economies which create the farmers’ constraints
would likewise plague 007's agribusinesses; and 1t aprears that
the project design was not sufficient to overcome the evident
scale constraints facing it. This Jjudgemert is not sisply a
matter of hindsight - the 007 project paper, written in 1977,
lists essentially the same obstacles to agribusiness expansion
that are cited in Chapter Il of this report:

... the seven LDC's have small populations which severely
limit the size of domestic markets, labor supply and
econoaic advantages of scale in production, adainistration,
and distribution... The relatively high cost per capita of
the public sector will continue to burden these econoates...

. agriculturel conditions in the Eastern Caribbean Islands
are not very favorable. Bowever, the potential for
agriculture in the area, no matter how modest, is not being
realized and the inhibiting constraints are aore coaplex
than Jjust poor natural endowments. ..

...The market organization for root crops, fruits,
vegetables and livestock is poor and leaves the farmer faced

with high risk and uncertainty, high transport and exchange

cost, and substantial physical product losses. The
opportunities for the small farmers to aell non-export crops
is limited to the fresh market since food processing
industries in the LDCs are insignificant or non-existent.
Thin domestic markets on each island, characterized by
scarcity and glut, allow for little more than home garden

12
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scale production. Exports within the Region of fresh food
crops suffer from insufficient market information flows and
unreliable transportation facilities. It is speculated that
locally grown fresh food crops, while having only slight
price advantages over imported produce, lack consistent
Quality and quantity required by the tourist industry.

... The combination of 1low yield and high production cost
probably place the Caribbean LDCs in the position of having
few, if any, agricultural commodities in which the area has
a coamparative advantage vis-a-vis world markets. Moroeover,
these islandz of the ECCM may lack coaparative advantages in
the production of staple focds for donestic consumption...
(due to] antiquated tenure systems that leave the saall
farmers insecure and unwilling to make long term capital
investments... {the fact that]) access to unused land held by
large estates is limited for small farmers, reportedly due
to a preference of cstate owners to forego rents rather than
give small farmers any claic on the land...

Raw Material Supplies: Inadequato supply of crops suitable
for processing is generally Judged to be a formidable
obstacle to establisning fond processing in the Eastern
Caribbdbean. The limited area planted to food crups and
relatively low yields in the region have already been
discussed, as has the difficult and thin =arket situation

usually confronting the small farwer. It appears to be a
“Chicken and Egg” situation where an increased demand would
be matched by supply and vice versa. In any case, current

supply quantities of almcist all domestic food crops are low
in the LDCs and effectively inhibit agribusiness investaent.

Technology: Inappropriate scale of industrial equipment
available for many food processing and agricultural input
manufacturing activities frequently precludes agribusiness
investment in the Eastern Caribbean.... Lack of Agribusiness
Precedents.. .ancillary servicee including credit, transport,
marketing and distribution, equipment maintenance, and
public sector services of%::n lack experience or familiarity
with the needs of agriculturally related industry... Lack of

Credit Availadilities... The commercial >Jaking sector...
has not responded to the credit needs of agribusiness or
labor intensive small enterprises... lLack of Promotion...

(there are]) inadequate institutional mechanisas and funding
sources within the Region capable of systematically
identifying and developing potentially iable agribusiness
projects. ...

13
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The section of the 007 Project paper on "Background” (five pages)
is cast in pessimistic terms, and the section on “Constraints"”
itself runs for over five Pages. [t seems that the personnel
involved in the project at the Barbados mission were well aware
of the severity of those constraints. The 007 project was to
provide credit to the agribusiness industry, which was in turn
supposed to relieve the market constraint for the agricultural
production sector (for which 006 was intended to relieve a credit
constraint), &nd the two Projects together ucre supposed to solve
the "Chicken and Egg" market/input problem of agriculture and
agribusiness in the Eastern Caribbean, although the only
constraint addressed to any significant Jdegree was credit
availability.

As if the constraints themselves weren’'t sufficiently daunting,
the project designers added their own obstacles to a successful
outcome. Although the premise of the project required that the
target group remain indirect beneficiaries, it appears that the
project designers wished to avoid the accusation of “"trickle
down” at all costs. The o\erriding concern for roaching the
target bleneficiaries (small farmers and the rural poor) was
reflected in guidelines presumably deriving from USAID
Washington, and was a major feature of the 006 pProject; but the
concern was strong enough that it 8ot incorporated into the 007
Project Paper as well, in "Otheor Sub-project Considerations":

In developing projects which contribute to the above
objectives, the CDB will seek to incorporato, to the extent
possible and where appropriate, the following elements which
tend to strengthen the forward and backward linkages of the
enterprise to the target group: Where such elements are
considered essential to ensuring the desired target group
benefits, the CDB and DFCs shall require subborrowers, under
the terms of the subloan agreement, to impleaent these
elemonts of the project.

1) contract buying

2) Employee profit sharing

) Cooperative ownership

4) Saall farmer equity participation

5) Enterprise services to small farmer suppliers, eo.g.
credit, credit-in-kind, technical assistance, etc.

S8uch arrangements might have been expected to deter most
potential investors 1in agribusiness, especially in a part of the
world where ruch arrangements (particularly the second, third and
fourth o2 the :ist above) run counter to norual entrepreneurial
practices. Recognizing this difficulty, the project paper
explicitly eschews any special effort to "maximize ?rivate sector
involvement in the agribusiness program,” at least initially.
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The use of equity financing, as described in Annex I to the 007
loan agreemsent was further restricted in that it was:

conditioned upon a determination that either:

(1) Equity (financing 18 necessary to ensure the
financlal viability of an otheruise viable, eligible
enterprise -- that 1is, where an entrepreneur wishes to

establish or expand a potentially viable enterprise but is
unable to meet current DB lending criteria, {.e., (a)
borrower contribution of at least 40 percent and (D)
adequate security coverage of CDB loans;

(2) Equity participation 1is to be held by the Bank,
with the objective of subsequantly transferring such equity
to small farmer raw material suppliers of the enterprise or
cooperatives or other organizations consisting of such
farwers... Where this is not possible the Bank shall seek to
transfer such equity to other nationals of borrowing member
countries of the Bank.

Until December, 19879, there were no disbursements from 007, and
the only activities appeared to be the “adaptive research” under
the $450,000 grant. Presumably, CDB was having difficulty
finding viable agribusiness sub-projects. The very first
disbursement from 007 funds was a loan to the Barbados National
Bank, which was to function as a DFC and provide loans under 007
of up to U0S$100,000. The loan agreeament between CDB and BNB
contained explicit reatrictions (as wentioned in the 007 locan
agreement) against making a subloar for:

(a) the purchase of land and/or existing buildings;

(b) providing working capital (except where required for
start-up operations);

.(¢) refinancing;
(d) equity inveatamsents; or

(e) any other purpose which is excluded <from financing by
the Bank.

and restrictions (which are not found in the 007 Loan Kzreelent)

againast making a subloan to:

(a) any person whose net worth (including the net worth of
such person’s spouse) exceeds one hundred and fifty
thousand Barbados doilars (Bds$150,000);
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- (b) = any company which has among its members any body (other
: than the Bank) or person whose net worth (including the
- net worth of the person's spouse) exceed one hundred

and fifty thousand Barbados dollars (Bds$150,000)...1

According to a USAID agricultural officer who participated in the
negotiations with the CDB (both over the 007 loan agreement and
over later implementation decisions, including the terms of the
loan to the BNB), the officials of the CDB pointed out that such
restrictions attached to the loan would make dizbursement
difficult and could perhaps defeat its ostensible purpose.
Nonetheless, USAID insisted on those terms and conditions,
(including, verbally, the “net worth™ criteria) apparently to
eusure that funds reached the intended beneficiaries, even 1f

such restrictions precluded the success of the project.

2. Project Design of 057

At the same time that the CDB finally began to lend its 007
funds, the 057 project was being created, and the absence of the
types of restrictions discussed above probably accounts for the
(marginally) better performance of that project.

The goal of the 057 Project, implemented by the Latin American
Agribusiness Development Company (LAAD) since 1960, has been “to
improve the standard of living of the Csazibbean poor.” The
Project’s sub-goal has beer “to stimulate econoaic and
agricultural growth ard create enployment.” The purpose has been
“to initiate and expand private agribusiness investments in the
Caribbean.” The purpose was to be achieved by identifying
deficiencies and constraints in agricultural production,
pProcessing, distribution and marketing systems and by applying
capital, wmanagement and technical expertise to iaprove the
functioning of those systems. The project rationale stated the
following:

Far more than in other areas of the world, the Caribbean,
with its small territories in relative isolaivion, faces a
si*uation in which specific agribusiness projects are a
necessary condition for specific agricultural developments.
In the eastern islands in particular, the availability of
warehousing, transportation and marketing services will
deteraine the viability of export, and even domestically
oriented agricultural development. Similarly, the develop-

1. Provisions applicable to CDB 1loan 6/SFR-BDS to the
Barbados National Bank; Article X, Section 10.01, (S)(1)(a).
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ment of processing industries, which either reduce the bulk
of agricultural shipment or transform perishable products
into a more easily transportable form, will often make the
difference between a feasible line of agricultural develop-
ment and one which 1is not economically viable. In short,
agribusiness is both an important sector 1in its own right,
and an {mportant determinant of the development of the
agricultural sector itself.

As was the case with 007, the 057 project would supply credit to
agribusiness and the benefits would follow.

In terms of impact, the project was to: 1) provide additional
eaployment opportunities, particularly for rural small farmers
and unskilled or semi-skilled rural labor in agroindustries;
2) increase incomes to members of the above target group;
3) increase production and produc:iviiy; 4) expand sarketing
opportunities; 5) facilitate new proaduct development; 6) increase
foreign exchange earnings.

The primary beneficiaries of the proposed project, the rural poor
in the arens wvhere LAAD operates, were expected to include both
men and women and be composed of both small farmers and landless
workers. Operators of amini-agribusinesses providing inputs to
the LAAD-financed project could also be beneficiaries. The
project was to asaist agribusiness entrepreneurs establish
operations which would have direct impact (through employment)
and indirect impact (through 1linkages to production) on low
income families. Sub-project activities were to encourage small
farmers in the area increase or diversify production in order to
supply raw materials to processing facllities or related
marketing entities, such as cold storage or packaging plants.
Landless workers, or farmers whose landholdings are inadequate
for reasons of size, quality, or location, would find emaploymont
in production or processing operations. The 057 Project Paper
establishes selection criteria as follows:

... 8all LAAD sub-projects must be related to agribusiness and
will be required to meet the following criteria:

- The sudbproject must contribute to the welfare of slall
farmers and/or landless laborers:

The degree to which this criteria (sic) 1is met will be
measured in terms of increased eaployment generated,
increased 1income generated, increased production and/or
productivity, 1induced changes <from lower to higher value
crops or better land utilization, and general rural
development effect which the activity 1is projected to
produce at maturity.
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- The subproject must contribute to the development or
improvement of an agribusiness system:

To satisfy the thrust of this criterion, the proposed
project must demonstrate that it eliminates a systes
bottleneck (that 1s, adds a critical component 1in the
production-transforat1on-processing-diatribution-narketinc-
retailing steps which characterize the agribusiness
process); introduces a new non-traditional product into this
process, establishes new market penetration; assists LAAD in
better performing this systems developmant role; or produces
systeas efficiencies. The degree to which the project
contributes to this objective will be measured in terms of
increased production, commodity price stability, or value
added.

- An additional criteria (sic) will be the sub-project’s
ability to contribute to the overall econoaic improvesent of
the country or region. To measure a project’s proJjected
achievement of this objective, LAAD will analyze a) its
balance of payments effect...; b) the value which the
project will add to raw or semi-processed comaodities; c)
the increased employment and consequent income added to the
econoay; and/or d) the increased production (whether from
Dew or present agricultural commodities) and the implication
for future medium to longer term growth...

- Lastly, AID and other donors have argued for the importance
of regional development through trade and cooperation. It
is expected that sub-projects such as cold storage faci-
lities or transport systems could measurably increase inter-
island trade at the same time increasing export earnings.

Subprojects intended to benefit the target group primarily
through direct eaployment were expected to have a capital/
employmeat ratio of $8,000; but projects that benefited the
target group indirectly, through linkages, were more broadly
defined. Instead of insisting on the inclusion of one of five
types of linkages to beneficiaries, the Project Paper states:

the Project Committee recommends that a LAAD selected
subproject satisfy the fo'lc,'ng criteria: 1) the
developeent, processing, or har:i'‘ng of typical small farmer
crops; 2) location of the plan- . a area where substantial
poor are located; and 3) desonstr.tion of involvement of
members of the target group in ta sul -nroject’s economic
activities through linkages descr.: ! v2low.
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The project paper goes on to list eleven types of linkages,
including all five listed above for 007, plus such items as
“"setting up of equipment pools... provision of farm managesent
services, provision of storage and transportation... (and]) bulk
purchasing of small farmer inputs.”

At the time of the project agreement, it was estimated that about
44 sub-projects (including 17 in the OECS and Barbados), in the
areas of food production, agricultural inputs, processing,
packaging, storcge and transportation wo:'d be financed in the
Cariddbean during the four year AID loan.

The proJject paper made note of the earlier 007 project
impleaented through the CDB, and Jjustified the overlap of
activities as follows:

Loan 538-T-007 is fully programmed and investment proposals
are in the process of being analyzed. There is likely to dbe
some fallout among these programmed proposals and thus some
nompetition between LAAD & CDB, however, the competition is
not expected to be severe as LAAD will serve some clients
who prefer not to utilize the CDB. Also, it 1is expected
that some competition will be healthy for CDB in that CDB
may be forced to accelerate its loan approval process.

In the "Project Rationale” section of the 057 project paper,
uneaployment was noted as a severe and increasing problem in the
Caribbean. The agricultural sector had traditionally employed a
large percentage of the labor force, but it had stagnated in many
countries. Previous efforts to satimulate growth were primarily
channeled through the public sector, such as trade incentives,
research, and extension programs. “The criticisa of this
approach, however, has been that it has not worked.” Since
agriculture is largely a private sector endeavor, 057 was
designed to utilize a private sector institution, LAAD, to
provide services. This new approach was a direct response to a
1980 study (the York Mission) commissioned by President Carter,
which found that donor/government programs aimed at stimulating
agriculture were not very effactive and in some instances were
outright failures, and that new ways of utilizing the private
sector more directly should be sought.

As the agriculture sector is generally market oriented, highly
decentralized and, for the most part, operates on a saall-scale
basis, the private sector was Jjudged to have a comparative
advantage over the public sector in providing necessary
technical, financial, and marketing services.

According to the 057 project paper, written in 1980, LAAD had an
established track record in agribusiness investments in Central
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America. As an investor or lender, LAAD sought out agribusiness
opportunities with long-term growth potential. LAAD required any
project it financed to make "a meaningful contribution to the

oconomay of the host country. " Further, as a private profit
making company, LAAD insured that investments demonstrate a
return or yield commensurate with the risks involwved. When

evaluating proposals for financing, LAAD’s primary concerns were
said to be the capability of the Project’s management, the
product’'s market growth potential, the competitiveness of the
product, its total importance to the local economy, and its
impact on employment both directly and indirectly. LAAD also
provided technical and managerial services in addition ¢:
financing. The most important of these was said to be assistance
in developing and financiang a business venture.

In addition to the co-financing feature of the project, other
major aspects included: additional staff and establishaent of a
new LAAD office in the Eastern Caribbean to facilitate proiect
identification and development; an exparded role for LAAD in
terms of providing more comprehensive financing packages, and
extended marketing services and export related services, for
example, through linkages with US or regional purchasers.

Prior 1loans to LAAD were geographically oriented primarily
towards Central and South America. In the 057 Project Paper it
was clearly the intent of USAID in 1880 that the bulk of the 057
funds were to be used in the English-speaking LDC countries of
the Caribbean, i{.e. the Island States and Belize. In fact, that
became a pre-condition of granting this fourth loan, and resulted
in LAAD making its first real attempt to survey the potential
scope in the Eastern Caribbean for agribusiness ventures. That
survey of sub-project demand became a part of the Project Paper
and the basis for amuch of the proposed Project loan activity
under 057. Of the total $6 million of 057 funding, $4 million
was explicitly reserved for use in the following territories: the
ORCS states, Barbados, Trinidad & Tobago, Belize, the British
Virgin Islands, the Caymans and Turks & Caicos Islands. It seeas
clearly to have been the intent of the Project designers to
provide a major thrust to agribusiness development in the Eastern
Caribbean LDCs, however much the language of the provision miti-
gated that thrust by deasignating a broader eligible country list.

E.  LINDINGS OF PREVIOUS EVALUATIONS

Neither 007 nor 057 were periodically evaluated for project
impact as intended in the Project Papers. There is no evidence
of such evaluations in the RDO/C files, and in conversations with
the heads of both ICIs it was verified that such evaluations
never took place.
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A search of the RDO/C files in Barbados and discussions with CDB
officials indicate that no previous, evaluations were ever made
of the 007 loan as provided for in the Project Paper. Project
impacts on the target group were to have been Jjointly evaluated
by AID and CDB on an annual basis and were to have been coapared
with the Impact Analyses contained in the original CDB prefunding
appraisals of sub-project loans. Since CDB naver had more than
six sub-projects 1in operation (involving a total of $4.082
million of 21D funds) the evaluation/monitoring task was hardly a
burdensome one. The fact that no annual evaluation was performed
during the life of the project suggests that neither organization
considered this mandated activity to be vary important.

In 1980, the 007 project was audited, but at that point CDB
activity was 150 recent that it is doubtful the audit would have
revealed much of significance. (The Evaluation Team was unable
to obtain a copy of the 1980 Audit from RDO/C). The 1885
Inspector General’'s Audit covered four of the nine RDO/C
agricultural projects, of which 007 was one. The audit looked at
six of the eleven CDB sub-loans (Windwward Islands Trorical
Plants, St. Vincent Sugar Industries, Dominica citrus production
credits, and the DFCs in Antigua, St. Lucia, and St. Vincent) and
found that ¢two were not meeting their objectives - the St.
Vincent ougar Industry sub-loan and the Domainica Citrus

Production credit. The audit’s Recommendation Number One was
that unused resources be reprogrammed and that required project
evaluations should be performed. Specific comments froa the

Inspector General’s Report on individual sub-loans are contained
in Appendices B and C.

The Inspector General’s Audit took a detailed look at three of
the six DFC sub-loans, which were lending priearily for
agriculture instead of agribusiness, and it might have been
anticipated that an Audit would have noted the departure froa
major projact purposes. In January 1985, Arthur D. Lictle, Inc.
made an avaluation of the CDB/AID Private Sector Orn l.ending
Programs under contract with the CDB. Chapter III of their
report, which deals with agriculture and agribusiness development
(006 and O007) cites at the beginning of their evaluation the
Logframe “verifiable indicators” of 78 agribusiness subloans and
equity investments to be made by CDB and the DFCs, and then
devotes the balance of their report to a detailed analysis of the
adninistration of farm improvement cradits and small farmer
agricultural credits. The evaluation overlooks the key question
of funds diversion from the original project purposes. Little
information is available on econocaic impact of the target group.

The 057 Project Paper called for “"Two Million Dollar Reviews,” to
be conducted Jjoinuly by AID and LAAD, of loan and project
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activities after each $2 million of USAID funds have been
comamitted. It appears, both from the Project Paper and
discussions with LAAD officials, that the primary reporting and
evaluation center for 057 was AID/W (LAC/DR) and not RDO/C, since
all LAAD's previous activities were in Central and South America.
The RDO/C files contain quarterly sub-loan Status Reports which
were submitted to USAID/Washington and copied to RDO/C. These
reports show loan approvals, disbursements, and current balance
outstanding for each sub-loan. Thers was a meeting betwuen LAAD
and RDO/C in Barbados in January 1982, which was in effect a
verbal Status Report on project activities. Also, 1in September,
1883 two textual reports (a Project Assessment Opdate subaitted
by LAAD and a Portfolio Review Memorandum prepared by LAC/DR)
were filed in AID/W and distributed to RDO/C.

The Portfolio Review Memorandum reports on a “subject review"
Boeoting which took place between officials of LAAD, LAC/DR and
RDO/C, and notes in the first paragraph that:

The loan agreement calls for such Joint AID/LAAD progress
reviews after each $2.0 million of loan funds has been
committed. The first $2.0 million review was helg in
Noveaber 1961. While LAAD has not yet reached the $4.0
million commitment level of loan funds, AID requested that
the subject portfolio review be held now in order to
evaluated the causes for delays in project implementation,
especially in the Eastern Caribbean.

The subject review was concerned primarily with the slow
disbursal of funds in the Eastern Caribbean. The Memorandus
concluded by noting that “LAAD also agreed to provide LAC/DR
with... updated Project Assessment Forms from ongoing projects in
order to measure the impact on benefits." If these forms have
been updated, RDO/C has no record of it in project files.
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This chapter ouvtlines the major constraints facing agricultural
and agribusiness development in the Eastern Caribbean. The
circumstances affecting agribusiness in the Eastern Caribbean
include those of the agricultural sector in general and those
relating particularly to agribusinoss. Many of the constraints
affecting agriculture (such as the small scale of resources) are
inherent in the geography, topography, climate, and geology of
the region, and cannot be relieved by donor funds, technical
assistance, or institutional development. Others (such as credit
availability) can sometimes be addressed; but the potential for
project success will still be linited by those constraints which
cannot be removed.

The basic constraints on the development of agriculture and agri-
business in the Eastern Caribbean may be divided into two broad,
(and overlapping) categories: scale-related constraints largely
inherent to the region, and institutional constraints which
currently exist within the region, each broken down as follows.
A) Inability to achieve economies of scale
1. Availability and cost c* land
2 Availability and cost of labor
3. Markets for agricultural products
4 Soil and climate characteristics
B) Institutional behavior
1. Availability of entrepreneurs

2. Prevalent business and commercial practices

3. Availability and cost of capital, and practices of
commercial lending institutions

4. Covenants and conditions imposed on use of donor
funds

Each of these constraints are discussed in turn in subsections
below.
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A. INABILITY TO ACHIEVE KCONOMIEKS OF SCALK

Exhibit II.]1 prescents selected data on the agricultural sector of
each of the countries in the RDO/C target area. This exhibit
illustrate. the limited size of the domestic sarkets, the
relative importance of agriculture in the economy, the percentage
of the labor force in agriculture, and the amount of land
available for agriculture. The small size of thc island states
in the Eastern Caribbean, geographica.ly and demographically,
represents probably the most serious constraint to the
development of agriculture and agribusiness, and scale is the
major factor in most of the other constraints faced as well
(e.g., land, labor, markets). There is a relatively narrow
resource base on each of the countries, and, as noted by the FAO
in a 1986 conference, ~“undifferentiated climatic conditions and
soil resources offer medium to poor prospects for agricultural
development. ™ 2

The availability of land, an essential input, 1is limited
absolutely. The target group for both projects - small farmers
and the rural poor - by definition are limited to small plots of
land which they either own or rent. Typical "small farms™ in the
Caribbean are about five acres in size. Such plots are donerally
too small for the ‘liiizaetion of labor-saving farm machinery.
Tractor serv.ces must be hired at relatively high unit cost (it
small farmers avail themsclves of such services at all), as amall
farms do not warrant investment in such expensive equipment. The
same holds true for most mechanized farm equipment. Small farms
are thus relatively labor intensive, so that output per worker
(if not per acre) tends to be low.

The size of the domestic market for farm produce is similarly
limited. This affects most particularly products which are not
destined for export: most vegetable production, around provisions
(e.g., potatoes and yams), livestock and some fruits. The ssall
size of the market and the seasonal and weather-related
characteristics of farm products renders the small farwmer
particularly vulnerable to market instability: when one farmer
markets a good harvest, it is likely that many of the others are
doing so as well. The market is easily glutted and prices
plummet. When the market is in short supply, it is likely that
small farmers have suffered the most serious shortfall in
production, as they usually have the fewest resources to protedt
their crops or livestock from drought, disease, pests, or storms.

2/ "Nineteenth FAO Regional conference for Latin America
and the Caribbean, " Barbados, August 19886.
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The small scale also tends to limit investment in infrastructure
such as transport and storage facilities. The evaluation team
was frequently offered descriptions of a ~“chicken and egg”
problem: small farmers do not produce large quantities of, say,
vegetables, because they are perishable and the immediate market
for them 1is limited. If cold storage and transport facilities
were available to, in effect, extend the market, then small
farmers would produce more for that market. On the other hand,
no one is willing to invest {iu storage or transport facilities
unless there seems to be regular and assured surplus produce to
store or transport. Similar problems affect investaent in agro-
processing.

Since any given island economy is too small to support much
sanufacturing activity, farms inputs, including fertilizers, other
chemicals, implements, machinery, and fuel, must be imported.
The high freight/interest/inventory costs assocliated with
importing relatively small quantities into an {isolated
microeconomy and stocking them, leads to high per-unit overheads
which push up the price of inputs to the farmers and further
raise their cost of production.

Donor assistance can do little to alleviate the fundamental lack
of scale in Caribbean countries, although assistance in
development of "appropriate technology” can mitigate aspects >f
the problem. The 007 project was accoapanied by a 3450,000 grant
for adaptive research to address this situation.

1. Avallability and Cost of Land

In addition to the absolute limits on the asount of land
available in the Caribbean 1island states, the competition froa
the tourism sector often competes with agriculture and tends to
drive up land prices. This is particulurly the case in Antigua,
Montserrat, and Barbados. The sunny skies and coral beaches in
Antigua have been a natural asset to the tourist industry there,
and hotels, resorts, and ccadominiums ring the island, confining
agriculture to the interior and putting upward pressure on land
prices in general. In Montserrat, an eighteen hole golf-course
occupiss one of the most fertilo valleys on the island. The
resulting high land prices raise the fixed costs of agricultural
Production and squeeze margins for farmers. Agro-processing
ventures are affected to the extent that they require
agricultural produce as an input.

Land ownership paiteins vary widely throughout the Caribbean. In
Antigua, the government owns 60X of all property on the island.
The Agricuitural Loans Officer of the Antigua and Barbuda
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Development Bank reports that 80X of all farmers in the country
rent land from the government, and most of the remainder rent
from landlords in the private sector. Farmers who w®sust rent
land, (or share c:0p), generally find it difficult to obtain
credit for farm improvements, as they lack collateral and
security of tenure. Farmers with small land holdings are, for
the same reasons, often limited in the amounts they can borrow.

The FAO reports "highly skewed land distribution patterms, in
which a small minority of investors ... owned the major share of,
and in general, the most fertile and accessible land. At the
other end of the scale, large numbers of landowners have to make
do with small and very small holdings." 3 The proportion of
small landholdings (those under two hectares) in the total auadber
of holdings, ranges from a low of 74X in Dominica to a high of
98X in Barbados (including landless). In no country was the
proportion of large holdings (those ove. 10 hectares) in the
total number of holdings greater than 3X. 4

In Grenada, estatcs nationalized in the early 1980s by the
administration of then Prime Minister Maurice Bishop for state
farms are now bning subdivided and sold in five to ten acre plots
by the current administration. The plots are sold by lease-
purchase, with zero down payment and a loug payback period. In
addition, the government will guarantee development loans and
fara improvement credits for the lease-purchase lands.

The government of St. Vincent has begun a similar 1land
distribution program by buying former sugar estates and selling
them in small plots (mostly about five acres) for family farms,
also on a long-tern basis.

There is 1ittle that donors can do to alleviate the land
constraint, other than to assist in the development of crops that
yield a high value per acre.

2. Availlability and Cost of Labor

Another constraint in agricultural development is the
availability of 1labor. As in the case of land, discussed above,
the agricultural sector often finds itself in competition with
tourisa for this factor of production. Many crops, including
cotton and sugar cane, must be harvested between February and

3/ Nineteenth FAO Regional Conference for Latin A=urica and
the Caribbean; Barbados, August 1986

4/ Ibid., Appendix A-S.
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April, which corresponds with the peak of the tourist season in
the Caribbean. The relatively high wages available in the
tourist sector often cannot be wmatched by the agricu)tural
sector.

In addition, agricultural labor suffers from the stigma of
slavery and post-slavery indentured labor. Sugar and cotton in
particular are affected by negative attitudes, although laborers
tend to avoid agricultural field work in general. Thus, although
unesployment rates in the Eastern Caribbean are high (over 15% in
all the countries except Montserrat), farmers and other
professionals involved 1in agriculture in the araa speak of a
“labor shortage" affecting that sector. Farm production in the
region s therafor increasingly reliant on family ladbor,

especially on small scale farms. Those who must enaploy outside
labor find their wage bilils significantly higher than those of
competitors outside the Eastern Caribbean (e.g.. from the

Doainican Republic, or Central America).

Mechanization can overcome labor shortages, but generally
requires large tracts of land in order to be cust-effective.
Agro-processing, which can offer full time employment, has
somewvhat less difficulty attracting labor than agricultural field
work. There is little that donors can do to alleviate the labor
constraint in the Caribbean, other than to assist in the
development of crops which require labor at times other than the
tourist season.

S.  Maxkets for Asricultural Producys

Domestic markets for agricultural produce, as discussed earlier
in this sectioa A, are highly unstable. International markets for
the region’s export Crops can a:so involve high risks. Several
of the region's sugar producers, for instance, will fuce a 40X
reduction in their sugar quota in the United States this season,
and depressed world prices in other markets.

attention of tha Japanese textile industiy in the early 1980s. A
delogation visited Barbadons and reportedly offered to buy as msuch
sea island cotton as Barbados and its neighbors could produce,
for a substantial premium over the current world price. In
1885/88, Ba>bados grew 650 acres of cotton, and St. Kitts planted
as well; fur the i986/87 season, Barbados grew 1500 acres. For
the following season, they had planned +to grow 4000 acres.
Bowever, in the middle of 1986, the buyers came back to Barbados
and said they would take only the Barbados crop this season for
the preaiua price, would take only 100,000 1lbs (the product of
200 acres in a good year) in 1987/88 at the premsium price, and
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sight taks an additional 200,000 pounds at less than half the
price they had originally offered.

In the early 1880s, Dominica’s grapefruit coop, which marketed
most of its crop in the United Kingdoa priced in Pounds Sterling,
was pinched by the fall in the value of the pound. The Rasteru
Caribbean dollar 1is tied to the U.S. dollar; and most of the
citrus growers’ inputs were priced in U.S. dollars, so growers
were unable to cover all their costs, and many ceased harvesting
grapefruit for export.

The regional agricultural producers find the markets in the
developred countries of North America and Europe generally
difficult to penetrate, due to a variety of restrictions. Sugar
is protected 1in both the US and the EKEC. The health standards
imposed by the US on fresh produce is particularly restrictive.
For exports, Caribbean producers of fresh produce must therefore
rely primarily on Canada and the ERC, which also have their own
restrictions. The grapefruit coop in Dominica must export the
bulk of its crop to UK during a tight, six week window, before
production from competitors in Israel and Cuba enter that oarket.
Imports of living plants into the US are only allowed if roots
are bald (i.e., without soil), a practice which enadangers the
plant. Only one of the ventures examined during this evaluation
was exporting iresh produce to the United States, and that in
limited quantities to the "ethnic amarket” in New York City; one
other was exporting concentrated aloe gel to the United States.

Failing a 1lifting of import restrictions in the markets of the
developed world, donors must take into account current and
anticipated market 1limitations in assessing the feasibility of
agribusiness projects.

4. Batural Copstraints - Soil and Climate Characteristios
The FAO describes three basic categories of 1islands in the
Eastern Caribbean:

Low 1island territories, oomposed mainly of ooral reef roaks,
include Barbuda, parts of Barbados, Antigua, and St. Vincent and

the Grenadines. Conditions on these islands are suitable for
sugarcane, cotton, and root crops, as woll as vegetables if
irrigation is available. It notes that large estates are found

in these lislands, and “small holdings cannot be successful unless
devoted to vegetables, ornamontals, or %o small animals."

Bigh islards of volcanic origin include Dominica, Grenada, St.
Lucia, S%.. Vincent, St. Kitts and Nevis, and part of Antigua.
The volcanic soils are highly fertile, and are suitable for most
tropica. crops such as banana, cocoa, coffee, root crops, fruits,
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vegetables, and spices. It notes that small farming can be
profitable on these islands.

High islands oreated mainly by tectonic uplift include part of
Barbados and part of other smaller islands. In the plains and
plateaus, the land is suitable for sugarcane and swamp rice.
Production on steeper slopes includes maize, sorghua, yams,
cassava, and sweet potato (mostly grown by saall farmers), along
with some banana or coffee. Other crops include beans, pigeon
peaz, vegetables, mango, citrus, and other fruit crops.

Precipitation can range from under 1000 am/year (as aappens
frequently in Antigua) to over 2500 am/yeac (Dominica). In fact,
Dominica regularly exports tankers of fresh water from i{its 3865
rivers to parched Antigua, to supplement the latter's desalinated
sea water and meager rainfall and groundwater. Farmers in many of
the islands are vulnerable to drought, some crops being more
seriously effected than cthers. Cotton, for instance, which can
easily yield 500 pounds of ginned cottom lint per acre with
adequate water, will drop its bolls early in a drought, yielding
only about 150 pounds per acre. ‘The opposite danger, of flooding
and other damage from hurricanes, is Zrequently encountered in
the Eastern Caribbean. Burricanes can destroy substantial
proportions of an entire industry for several years: St. Lucia
lost 60X of its coconut and 75% of its banana output due to a
hurricane in 19880; in 1979 and 1980, hurricanes hitting Dominica
slashed that nation’s banana exports by 80X and destroyed between
one quarter and one third of its grapefruit trees.5

Thease characteristics become scale related in that none of the
Caribbean islands has enough diversity 1in soil or climate to
absorb natural disasters: hurricanes and droughts are 1likely to
affect the entire nation at once; homogeneous scil charac-
teristics encourage monocrop cultures which render the econoay
Viilnerable to local and international market fluctuations.
Donors can do little to alleviate these constraints other than to
assist in the development of agricultural diversity.

B. IRSTTUTIONAL EEHAVIOR

Institutional constraints which currently exist within the ragion
say be contributing to the difficulties faced in the attempt to
diversify agriculture and develop agribusiness. Most existipg
institutional constraints cannot be changed quickly or easily,
but may have some scope for long-run amelioration. These
conditions are discussed below.

5. 1Ibid., pg. 4
S0
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1. Avaidability of Entrepreneurs

Although the investigations of the evaluaticn team did not
include a rigorous search for entrepreneurs in the region, the
team regularly asked the opinion of agricultural professionals in
the region, both ir the public sector DFCs &nd projects and the
private sector projects, about. the availability of agribusiness
entrupreneurs in each country.

The officials of LAAD cited the lack as one of the key
constraints in finding suitable projects in the Eastern Caribbean
and disbursing the funds available.

Few iptervievees could 1list more than a handful of existing or
potential agribusipess entrepreneurs in their country, most of
whoam were already well entrenched in fields other than agri-
business. The agricultural loan officer at the Antigua and
Barbuda Development Bank reported that no one had ever approached
the bank for an agribusiness loan. The manager of the Montserrat
Sea Island Cotton Company reported that, although the Montserrat
government would be interested, in theorsy, in privatizing the
company, he could think of no one on the island who had both the
resources and the interest to take it over.

There are many examples of strong entrepreneurial talent arising
in the Eustern Caribbean. Bowever, little of this talent seeas
to reach the agricul<ural sector. Many Caribbean entrepreneurs
invest instead in commerce or tourism; many others eaigrate froa
the region to the United Kingdom, Canada, and t}s United States.
The owner: /managers of the HWindward Island 1ropical Plants
Company and the Eastern Caribbean Agencies, two of the most
successful of the projects evaluated, appear to be exceptional.
The latter’s primary constraint to expansion, as reported by the
manager, is a lack of responsiveness, consistency, and coamitment
(i.e., entrepreneurial skills) on the part of the local air
freight agencies.

2. Availability and Cost of Capital

A common coaplaint among farwers and agricultural professionals
was what they described as the risk-averse orientation of
commercial banks in *‘he region, making it difficult for the
agricultural sector to ootain the credit needed to expand and,
®ore importantly, to diversify. While commarcial banks tend to
prefer short term credits (one year or less), with anmple
collateral awnd low risk, farmers and ngribusiness concerns in the
region often require medium to long term loans, have little or no
collateral (if they aren’t renting the land, they may have a
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mortgage on it), and face substantial risks. This problem could
arguably be described as a scale-related factor as well, because
a larger and more diverse clientele tends to pool risks and may
allow for lower interest rates and more liberal lending policies.

Commercial banks throughout the region reportedly lend little to
the agricultural sector, with the exception of mortgages on
property (where the property is held as security and preferably
where the farmer has another source of income). Farmers are
therefore heavily reliant on ti.es national development banks (all
public sector institutions and usually the recipients of soft
loans from international donor institutions), for finarce.

Commercial banks in the region generally follow the British
system of banking, which avoids “term loans,” but extends
overdraft facilities at negotiated ceilings and interest rates.
Agribusiness in the region, and larger agricultural concerns,
will often have access to such overdraft facilities at commercial
banks. Interest rates on such loans are typically over 12%.
These overdrafts can roll over indefinitely, allowing them to be
used, in eflect, as term loans. These loans, however, do not have
a fixed payment period and the interest rate will, in effect,
float; although it is not thought of in those terms.

Most of the commercial banks in the region continue to work with
fixed rate 1loans for credit other than overdrafts, and this is
the system to which businesspeople in the Caribbean are
accustomed. LAAD therefore faced the following difficulty: LAAD
does most of its own borrowing in North America at floating
interest rates. During the early 1980s, these rates fluctuated
widely, but were generally climbing. LAAD would have preferred
to lend at floating rates in the Eastern Caribbean (as it could
with little difficulty in Central and South America), but found
stiff resistance to the notion among the Caribbearn business-
people. As a result, LAAD kr2? to negotiate fixed rate loans at a
rate high enough to cover .rair own interest rate risk.

Capital, in the form of .oan funds and equity investment, is the
primary input of both the 007 and 057 projects, and addresses the
capital constraint more directly than any other identified
constraint to agribusiness. CDB and LAAD both lend directly for
agribusiness. $2.4 million of 007 funds, ostensibly for
agribusiness subloans, have also been made available to six
Development Finance Corporations in the Eastern Caribbean through
the CDB. The six DFCs are located in Antigua, Harbados, Dominica,
Grenada, St. Lucia, and St. Vincent. These loans are discussed in
greater detail in Chapter 1V, below. The rates of interest
charged on subloans from those funds have ranged from 8% to as
high as 20%.
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3. Covenants and Conditions Imposed on Use of Funda

A final set of limitations on the agribusiness sector 4in the
Eastern Caribbean are a variety of provisions, covenants,
conditions precedent, regulations and restrictions applying to
the use of donor funds. When each institution applies its own
conditions to the funds that it provides or controls, and when
funds must pass through several institutions before being
received by the end-user, (e.g., from USAID to CDB to a DFC to
the pctential borrowers) the curulative set of limitations may
begin seriously to hinder the ability to find projects, uses, and
beneficiaries which are both eiigible for the funds and capable
of putting them to some viable use. Accumulated covenants and
restrictions can sound the death knell for a donor project almost
as soon as the signatures are dry on the enabling project
documents. The assumptions, practices and policies reflected in
these restrictions thus can become constraints as debilitating as
any of those which apply to private sector financing of
agribusiness in the region (see above).

The evaluation team recognizes that some of the constraints are
prudent and perhaps desirable; some are imposed globally on the
lending institutions (including USAID, CDB, and the DFCs) or are
included in their bDy-laws and can not be altered or circumvented.
The evaluation team does not presume to recommend that all the
restrictive provisions be abandoned, but rather, that
opportunities for greater (flexibility be explored and, where
greater flexibility is not possible, that donors, project
designers and administrators take into account the inhibiting
affect of the constraints when projecting loan disbursements and,
more importantly, project benefits.

The following are brief descriptions of the constraints cited by
subproject managers (direct borrowers from CDB or LAAD) and the
loan officers at the DFCs administering loan funds extended under
the 007 project.

- A requirement that equipment and inputs purchased under the
loans must be & product of the region, or the United States,
or a member of the CDB: This provision restricts borrowers
from purchasing the best equipment at the best price. Such
restrictions may significantly raise the borrower's
production costs, decrease product quality and/or reduce
productivity.

- Prohibitions ugainst the use of funds for the purchase of
property: USAlIu regularly imposed this condition 1in the
1970s, and the CDB reportedly considers such a transaction a
non-productive transfor of an asset. To <the individual
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borrower, however, it is likely to be viewed as a crucial
factor of production, and one which may involve lower long
run costs if owned than if leased. Ownership of land also
provides collateral which may assist in obtaining additional
finance.

Prohibitions against the use of funds for the re-financing
of a project if that project had any arrears on any previous
loan (irrespective of the source): Loear officers at the
Barbados National Bank pointed out that this restriction on
their 007 funds prevents them from helping to salvage or
turn around a potentially viable project which had gone
sour, for any reason, in the past.

Phased disbursements of loans: One project manager
complained that his company was unable to taka full
advantage of certain business opportunities because the 057
loan, although approved in full, was disbursed in two
tranches separated by a lag of several months.

Restrictions disallowing loans to borrowers with a net worth
of over a particular ceiling: Loan officers at mcre than
one of the DFCs pointed out that a farmer cr businessperson
with a good house and two vehicles would have a net worth
above the imposed ceiling. Anyone with a net worth which is
much lower than that may be unable to afford a loan large
enough to start an agribusiness or any business venture
large enough to achieve the 007 project purposes.

Restrictions on additional sources of financing which the
borrower may wish to use: The manager of one private sector
project said that he had to obtain permission from CDB each
time he wanted to temporarily increase the company's line of

credit at its bank. The company has a seasonal selling
cycle, and needs to use overdraft facilities more
extensively during tie trough of the cycle. Instead of

approving a higher overdraft ceiling, which the company
would reach regularly but only temporarily, the company must
request a special approval from CDB each year, which is slow
and t:mo consuming, worsens their vulnerability to cash flow
difficulties, and hinders their ability to make needed
purchases in a timely fashion.

General inflexibility: The terms of CDB’'s loans can be very
detailed and restrictive. Although provisions and
conditions can be relaxed or waved, a request to change a
provision can take six months to r.ocess, since a series of
committee decisions at CDB are often required. The slow
response may hinder a borrower from taking timely action on
market opportunities. According to an agricultural officer
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in Grenada, land was cleared for sheep grazing for an 007
project, but before the land could be put to active use,
another approval was required from CDB. During the time
which elapsed before the approval was granted, the grazing
land was overgrown again and needed a second clearing.

Restrictions on 1loan funds should be carefully scrutinized and
weighed against their ultimate (often intangibls) costs.
Although donor 4institutions often do not have the latitude to
waive such requirements, an assessment of ¢the costs of the
restrictions should bDe incorporated into projections of project
benefits.
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I11. SUB-PROJECT AGRIBUSINESS FINANCING BY CDB_AND LAAD
A.  INTRODUCTION

This chapter contains analyses of each of the individual sub-
-projects in RDO/C's area of interest financed under 007 or 057.
The evaluation team visited three sub-projects financed through
the CDB (007 funds), and studied a fourth, which failed in 1984.
The team visited two sub-projects financed through LAAD (057
funds), and conducted telephone interviews for two more. The
projects concerned were as follows (listed in the order visited
or addressed by the evaluation team):

1. Montserrat Sea Island Cotton Company (CDB)
Windward Islands Aloe Company (LAAD)
Eastern Caribbean Agencies, LTD (LAAD)

St. Vincent Plastics, LTD (LAAD)

St. Vincent Sugar Industry (CDB)

Windward Island Tropical Plants (CDB)

Carriacou Sheep Project (CDB)
Barbados Tillage (LAAD)

@@ N O A w N

A general description of the activities and status of each of the
projects, and the assessment of the evaluation team are presented
below in Section B. More detuiled descriptions of each of the
projects are contained in Appandix B of this report.

B. SUB-PROJECT ANALYSES
1. wmmmmwnm

The Montserrat 35ea Island Cotton Project was designed to convert'
an existing ginnery, pilot spinning plant, and handicraft-type
weaving studio 4into a fully i{ntegrated commercial operation for
the production of high quality sea island cotton articles,
involving the growing, harvesting, g€inning, carding, spinning,
dying, weaving and finishing of sea island cotton products. The
borrower is, officially, the Government of tfontserrat, which owns
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the Montserrat Sea Island Cotton Company (MSICC). The loan from
CDB under 007 was approved in August 1880 for US$644,000, which
contributed to a total investment of US$858,000. The loan
supported investment in most of the equipment, factory
renovations, and initial working capital for the newly integrated
cotton industry.

Project Achievements include, first and foremost, the
establishment of a new industry in Montserrat. Sea Island Cotton
is among the highest quality strains of cotton grown, and
Montserrat’s Sea Island Cotton is acclaimed as one of the finest
of that variety. The project holds promise for future
development, given proper market orientation and management.

Revenues in 1985/86 totalled about US$$103,000. The Company
currently employs 17 weavers, 12 spinners, 2 sewers, and 8 other
workers, providing about $81,000 in income for these people. The
company t.so bought a total of $4,400 of raw cotton from 30 local
farmers in 1985/86. As a parastatal agency, the MSIC is required
to purchase all cotton produced by local farmers.

MSIC has been able to make some interest payments on the loan,
but currently has arrears on both principal and interest. The
Montserrat government applied to CDB for a rescheduling almost a
year ago, but no decision has becn reached yet. The project has
suffered from a number of difficulties; employment and production
dipped in 1984/85 from 59 persons down to 30, while the company
concentrated on selling off its large accumulation of inventories
(estimated value of $222,000. The Project Manager plans to
increase production again in }987.

Major difficulties faced by MSIC include the following:

1. Inappropriate project design and use of resources: The
project originally began as a source of employment for local
hand weavers who used imported cotton yarn. A decision was
made early in the oroject tu exploit Montserrat’'s ability to
grow a fine strzin of Sea Island Cotton, and create a

vertically integrated industry. Hoviever, the current
project manager points out that the unique attributes of Sea
Island Cotton - the 1long staple fibre, its strength,

flexibility and 1luster, are used most o7%timally in finely
spun threads mnachine woven or knit into "superfine” fabrics
for top-of-the-line Jadies blouses and dresses and men's

shirts. The Montserrat Sea Island Cotton Company lacks the -

equipment required for this type of production. The project
manager explained that the valuable attributes of Sea Island
cotton are utterly wasted in hand weaving, which requires a
medium to heavy yarn. The costs of production of the
integrated MSIC over the past several years have priced its
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finished products (which, although well crafted, do not
aprear superior to hand woven products utilizing medium
quality cotton yarn) nearly out of the market. Much of the
inventory accumulated over the past few years had to be sold
at a loss.

2. Inappropriate and sub-standard equipment: The current
Project Manager reports that the bulk of the equipment
obtained in 19680/81 was already old and obsolete. MSIC’s
oue hundred hand looms lack shuttle propulsion, which keeps
productivity very low, and the looms are capable of only the
simplest designs. The carding machine has not been ground
since it was purchased, because no one was ever trained in
the procedure. The spinning machinery (obtained used) is
very old and does not work well.

3. Lack of irrigation in the cotton field: The MSIC has fifty
acres of land for growing cotton. According to the project
manager, under adequate growing conditions, they should be
able to produce 590 1lbs of g@inned lint per acre. Cotton,
however, is vulnerable to drought, and production can
Quickly drop to 150 1bs/acre without adequate water. The
MSIC currently has no irrigation facilities.

The project has arrears on its 007 lozn (as of 2/28/87) as
follows: Principal - $201,250.00; Irterest - $20,118.39;
Interest on overdue amounts - $6,285.20.

The current Project Manager, hired in spring of 1986, is devoting
his attention to moving the project in a new direction. He
envisions, in the srort term, two separate profit centers: one
exporting Montserrat Sea Island cotton to exclusive producers for
use in designer fashions (which may have to be sold as ginned
lint until the company can afford to invest in the equipment
needed to card, comb, and spin super-fine thread); the other in
hand woven products - the latter getting Montserrat sea island
cotton only if it can pay the best price;, otherwise, he feels
they should import less expensive, lower quality varns. In the
long run, he hopes that the growing of high quality Sea Island
Cotton will form the basis of an expanded and vertically
integrated East Caribbean Sea Island Cotton industry large enough
to Justify investment in equipment for the production of
superfine products. The ultimate market, according to the project
manager, should be the “top two percent” of the garment industry:
top line designer fashions in North America, Western Europe, and
Japan. A prefeasibility study for the latter scheme was
commissioned by the OECS secretariat and was judged positive. No
further steps have yet been taken.
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In the meantime, the project manager is arranging finance from
the British Development Division for about EC$350,000 worth of
irrigation facilities to ensure adequate local production of
cotton. In addition, he 4is arranging for the upgrading of the
company’s existing hand looms to utilize mechanical shuttle
propulsion (which he says 3hould increase productivity by three-
four fold); and to add more hecls to tl.e looms to increase the
capability for production of intricate designs. He also v=ilo a
combing plant, and technical assistance for his personnel in
grinding their carding machine.y.

The project manager reports that the government of Montserrat
would be willing to privatize the project, but is anxious to
recoup past losses. The government wants the project turned
around, so that the company can be sold for a reasonable price.

Evaluation Team Assessment: The conclusions reached by the new
project manager are that the project should split its hand
weaving activities from the production of high quality Sea Island
Cotton (and only sell Sea Island Cotton to the wcaving branch if
it can match the market price and profitably make use of th_t
valuable resource). This appears to be a sound strategy.

The attempt to integrate the valuable Sea Island Cotton with hand
weaving at the outset of the project, and the purchase of
inferior equipment, caused the company to sustain serious losses.
Although the project was able to generate employment for up to 60
workers in 1983, production costs were too high for the finished
products to compete in the market, and so production and
employment could not be sustained. Although the MSIC was pledged
to purchase all cotton grown by local farmers (and did so), 1t
appears that the price they could afford to pay proved insuffi-
cient incentive to encourage local farmers to expand production.

Prospects for growth may be reasonably good if a market
orientation for the project is upheld. Montserrat’'s Sea Island
Cotton can fetch a significant premium over general world cotton
prices, and the company could build up a clientele, particularly
if it can consistently produce commercial quantities. However,
the market has exhibited substantial instability: The terms
offered by one group of Japanese texti'e producers or East
Caribbean Sea Island Cotton, initially set at $4.50/1b (ginned
lint) for “as much as could be produced”, dropped suddenly to
$2.20/1b for a very limited quantity. Thus the market risks
should be carefully assessed.

The evaluation team concludes that the successful build up of the
Sea Island Cotton industry, especially if it is eaiming for the
“top two percent” (in quality and price) of the world garment
industry, will require a hard-nosed, commercial, profit-motivated
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orientation. For MSIC to achieve this goal, it muss conerstently
produce commercial quarnitities of ‘top two Percensz quaiity
products at each Step of <the process. This requires market
sensitivity, flexibilicy, adaptability, responsiveness and
qQuickness. Public sector pProjects tnat can achieve such goais are
very rare creatures, and we have seen no evidence that the MSIC,
as a pudblic sector énterprise, will prove to be an exception.
Therefore, every effort should be made to assist the project to
prepare for privatizatiorn.

The current management has been able to obtain the assistance of
& number of agencies in a variety of ways to make improvements
and provide cash inputs. Some are as follows:

(a) British Development Division - Provision of $185,000
for direct deficit funding (working capital), machinery
improvements, marketing budget, and other miscellaneous
expenses.

(b) OECS/European Development Fund - Provision of $37,000
from the Common Services/Pool of Experts Fund for
required technical assistance.

(c) USAID/SEA - $6,500 for expenses of a textile engineer
to train personnel in equipment maintenance.

(d) CIDA (Canadian) provision of $37,000 for modification
of hand looms.

(e) CDB - provision of a 340,000 marketing grant for
advertising and promotion in the United States Current
management, recognizing that their current product line
had little appeal in the U.S. market, has not spent
that amount but is devoting $3,700 to a preliminary
U.S. market trip geared toward product development.

These activities demonstrate some aggressiveness on behalf of the
current management, and other steps are being taken to correct
past deficiencies. For e..ample, agreement has apparently been
reached with tHe British Development Division, to provide
$130,000 over two years to 1install irrigation facilities and
other equipment to properly farm 50 acres of cotton land leased
from the Government of Montserrat and to provide some of the
required inputs. With funding, the company could provide:an
extension service to small local farmers for increased inputs.

The assets and liabilities of the company can be restructuved in
many ways but somes specific options, contingent on evidence of
the financial viability of a re-oriented MSIC, are suggested to
the Government of Montserrat (GOM) and CDB:
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The GOM currently holds 580,001 shares at EC$1.00 (US$0.37)
per share representing previous cash investment. Additional
GOM financial involvement is represented by:

(a) An $263,000 interest free loan

(b) An $50,000 liability relative to their support
through the cotton Development Fund

(c) Rental (lease) arrears to the GOM of $84,000

Assets reportedly include equipment valued after
depreciation of about $600,000 and current assets (cash,
accounts receivable, and inventury) of about $500,000.

Restructuring could involve conversion of the above debt
position into equity. The GOM could further improve the
asset position, and appeal to outside private investors by
contributing the 50 acres of growing land to the company.
The above are just examples of possible restructuring steps
but would indicate to private 4investors that the company
could be strengthsn with solid GOM and CDB support.

. CDB could, with the agreement of the Montserrat government,

convert its $644,000 loan to the project (and perhaps the
overduc interest of about $30,000) into an equity position
in the project. This would ef?ectively remove what the
Montserrat government faces as a project liability, and may
facilitate the privatization process.

. LAAD could, with the agreement of the Montserrat government,

take an equity position in MSIC either by itself or with
other private investors, inject new capital into the ven-
ture, and assist in its market reorientation. It could also
buy out the government's position in the company.

. The project zanager, with the approval of the Montserrat

government, could make an active search for private
investors in ‘the company, to buy out the government’s
positicn and/or inject new capital into the venture.

. HIAMP <ould, with the agreement of the Montserrat government

and assuming the NMSIC had or would become (either from a

previous transactions along the lines listed in points 3 or .

4 above or as part of a Jjoind agreement with HIAMP), at
least 51X privately owned, take ¢n oquity position in the
Froject and inject new capital into the venture.
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2. Luunmmuma_uem_nm_-mm

The LAAD loan to Windward Islands Aloe was made to initiate a new
venture to grow aloe plants and process concentrated aloe gel for
export. A first loan was approved in April of 1984 for $150,000
to purchase young aloe plants and to purchase farm eQuipment and

aloe processing equipment. The total investment was $380,000.
Another loan nt $65,000 was approved in October, 1985, as part of
a $150,000 investment. The terms of the 1loan call for a two

month grace period and fy-a year repayment period, with seven
semi-annual installments, at an interest rate of 11X. There have
been no Principle repayments 8o far.

There are several investors in the company from North and Central
America, four of whom ure active in the project. The local
managers of the compeaay have the largest share.

Project Achievements: The WIA company i:az planted about 250,000
aloe plants on 70 acres of property on a 330 acre estate that was
purchaszed and cleared prior to the applicatior for a LAAD loan.
The project manager reports that the company currently produces
about ¢,00 lbs of raw 8el per day, eight to nine months pPer year.
It apgaars thet 8ross annual sales are up to about US$400,000 per
year. WIA exports all 4{ts product to the US for use in lotions,
cosmetics, soaps, and drinks. The market for aloe appears to be
still growing 1in Europe and Japan as well as North America. The
project manager reports that WIA can sell all it produces. Other
sources in RDO/C report that the company must purchase aloe from

WIA currently employs 3y people full time, and has an average
payroll of about $100,000 per year, for an average of 55 to 65
employees. In addition, empioyment generatad by the
concentra‘.jon of the 86l at the Bath Estate 1involves the
equivalent of about one and a half full tipd Jobs.

WIA is also eéncouraging local farmers to grew aloe, and wil) sell
young aloe plants (often on credit), and 6.°aTantee to purchase of
mature leaf for processing. At the moment outside of WIA's 70
acres, there are 4 Pilot plots owned by locel farmers, of :.5
acres, For an {initial investment oy $750 per acre, the WIA
Project manager reports that fermers can #ross 31500 per acre per
year in the first year and over $2000 Peér acre per year
thereafter. Labor requirements are about 1 peraon per acre,
including pProcessing, and aloe costn about $370 per acre per year
to produce after the initial investnent. The manager hopes there
will be a total of S50 acres of sma)l farmer production in 1987,
and 100 in 1988,
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The project has no arrears on its 057 loan, and the loan officer
reports that, aside from some slow payments, there have been no
arrears of concern to them in the past.

Difficulties faced by the project appear to be minor, but output
in the third year of the project is about half that anticipated
in the pre-funding analysis (see Appendix B.2). The shortfall is
explained by a number of factors: Acreage under production is
currently 70 acres, instead of the 100 acres anticipated. This
is partly offset by a higher density of planting - 4000 plants
per acre instead of :the 3000 originally envisaged. Output per
plant is in the range of 10 to 15 lbs per plant par year, instead
of the 15 to 20 originally forecast, ana finally, the processing
of leaf into raw gel has exhibited a gel/leaf output ratio of 40
- 45X (by mass), ‘nstead of the 50X anticipated at the outset.

Prices however, have held stable. While the original
calculations assumed a price of $3.00 per gallou of gel (before
concentration), the project has been receiving $3.25. This price
differential has not, however, made up for the shortfall in
production. Thus, while the project had anticipated gross sales
of about $1 million for year three, actual receipts have proven

to be about half that. The project manager attributes the
shortfall to a minor problem with nematodes (a parasite), and
some hrowning of the leaf which has Jlowered gel output. He

believes those problems are now largely under contrcl, and says
he doubts there are any serious constraints, at tnis point in
time, to expansion of procduction.

Eveluation Team Assessment: The Windward Island Aloe Company
appears to be a viable endeavor, with reasonadbly strong promise
for the future, assuming prices hold stable and produ tivity can
be increased. Direct employment for 1988 is projected ‘o average

about 75 people. Independent small farmer production adds to
total output and acccunts for additional employment impact.
3. LAAD - Eastarn Caribbean Agenciesn Lid, - St. Vinzent

Eastern Caribbean Agencies, Ltd. (£CA) began as a small, family
operated import-export venture. The purpose of the first LAAD
loan ($250,000, approved December 1980) was to expand export
sales of fresh tropical produce. The loan was to finance a
packing shed installation and equipmen?: plus rolling stock, and
to support working capital requirements, primarily to purchase
and financs farm production locally. Later loans of $100,000 and
$250,000 were approved within the past three years. The loans
have contributed to a total investment ¢f $1,280,000. Rejoayments
of 8237,000 (as of September 30, 198¢) bhave been made on USAID
funds, representing payments of $220,000 and $117,000 on the
first and second loans.
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The managers are approaching the Pan American Foundation for
these funds.

Evaluation Toam Assossment: ECA appears to be the most dynamic
by far of all the projects visited by the evaluation team. Growth
in sales has beer most impressive, and repayments of the USAID
funds seem to be met with little difficulty. Employment is
generated and the market for small farmers is expanding and
stabilizing, due to the facilities and marketing efforts of ECA.
The )oans probably assisted the growth of the enterprise, and the
manager praised the LAAD 1loan officer for his responsiveness,
enthusiasm, and hard work. On the other hand, it is well
possible that these entrepreneurs would have raised their
financing from another source if LAAD funds had not been
available.

The LAAD loan to ECA represents a success story in terms of
export growth, employment, and expansion of markets for local
farmers, which should be used as a positive example for future
USAID supported agricultural lending in the region. The special
ingredient in this case appears to be the entrepreneurial talent
of the DeFreitas family, their willingness to take risks, support
and encourage local farm production, and actively market their
product in the developed world.

4. UAAD - St, Vincent Plastics., Ltd, - 8%, Vincent

LAAD approved a $35,000 1loan to expand the S¢. Vincent Plastics
company in November of 1981, which supported a total investment
of 850,000 to purchase equipment and raw material and to complete
physical plant for plastic packaging manufacture. Repayment of
USAID funds have totaled £20,000. The evaluation team was unable
to make contact with the company in St. Vincent; interviews were
conducted later by telephone.

Project Achievements: This project produces plastic shrink-wrap
film for supermarkets, banana protection film, “agrobags” for
potting plants, and plastic shopping bags. Employment as of
Septemder 1883 included 15 - 20 part time workers, and was

expected to expand to approximately 30. After recovering from a
fire which closed the plant, the company currently employs seven
people full time. Gross sales are about 874,000 for 90 toms of
output. It had exported within the Caribbean region before the
fire, and is beginning to export again in 1987.

Difficulties experienced by the project: LAAD’s 1983 assessment
mentioned "a number of technical and collection problems,” and
competition which 1led the owner/manager to re-assess the product
line. The company suffered a fire in June, 1985, and was closed
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for ten months. The company has spent the past year trying to
build up production and recover markets.

The LAAD loan officer reports that principal of $10,143 had been
“overdue, ” but the loan has been rescheduled.

Evaluation Team Assessment: A firm assessment of this project
cannot be made until more time has elapsed. The evaluation team
notes that production, employment and sales have re.umed since
the plant re-opened. The LAAD loan officer expresses conficence
in the company and its prospects for future growth.

5. CDB - Integrated Suzar Rehabilitation Project

The CDB provided $2,207,000 in USAID financing to the government
of St. Vincent in August of 1980. The loan was to support the
rehabilitation of the sugar refinery, which had been closed since
1862. The 1980 loan supported a total CDB investment of
$7,680,000 in the St. Vincent Sugar Industries (a parastatal
organization). The rehabilitation had started in 1877 a&nd was
experiencing cost overruns. At approximately the same time, a
$370,000 1line of credit was extended ¢to the St. Vincent
Development Corporation to provide subloans to sugar farmers (see
Chapter IV, below).

At the time of the US Inspector General’'s audit in 1885, the
operation had a debt of about $13.2 million, showed losses of
$1.5 to $1.8 million during the first three years of operation,
and was projected to lose about $1.3 nillion in 1985. The report
went on to state, “According to an authoritative source in ths
company, the factory should never have been built. He said that
the Prime Miniaster wanted to close the factory, but had not
announced a decision pudblicly.” In fact, the project was closed
at the end of 1984.

Project Achievements: The project reportedly provided employment
to about 2000 people in the factory and in associated sugar ocane
fields during its operation.

Projeot Difficulties: According to the Inspector General’'s audit
report, “the compary's poor performance was due to several
factors:

-- The company'’s consultants were not Qualified, and
consistently underestimated the construction costs.

-- Implementation delays totalling sixteen months led to
factory construction cost overruns.
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-- Prices established for sugar cane and rerined sugar ror
local consumption were both too low.

-- The company used bank overdrarft financing for runding day-
to-day operations, increasing interest costs.

-- Arrangements for transporting cane to the factory were
inadequate.

-- The company was poorly managed. s

In addition, it was the view of some individuals interviewed in
St. Vincent that the decision to open the factory was motivated
primarily by a desire to ease unemployment in the country rather
than by a well founded belief in the financial viabiiity of the
operation. It was further reported that the equipment purchased
used from Trinidad (with resources other than USAID funds) was
old, obsolete, and didn’'t function well; and that the factory was
managed part time from Canada, and not full time on site.

Evaluation Assessment: The factory was a failure, and the
decision to close operation was the only feasible course.

6. CDR - Windward Island Tropical Planta - St. Lucia
CDB approved two loans to Windward Islands Tropical Plants, Ltd,
a private company. The first loan was made in 1980 to initiate

production of exotic plants for export. Another loan was approved
in 1984, for a total of $255,400, which supported a total
investment of $936,000. Repayments of USAID funds to date total
$26,000. WITP applied for a one and a half year extension of the
four year grace period, and was granted a one year extension.
Total repayment period is ten years. WITP is 50X owned by a St.
Lucian Family, the Barnards, and 50% by a British firm.

Project Achievements: WITP began virtually from scratch, and
presently has 30 acres of land under cultivation (11 of which are
shaded), growing tropical plants primarily for export to the UK
houseplant market. Gross sales revenues for 1986 totalled about
$486,000 (of which 96% were exports), up from $264,000 in 1985.
Thg owner/manager said he expected sales of about $700,000 for
1987.

Full time employment has been created for 72 people, including
six salaried personnel (foremen, watchmen and a clerk), 40 women

LI USAID, the Inspector General, “Review of Selected
Agriculture Sector Projects, RDO/C." Audit Report No. 1-538-85-9,
July 31, 1985.
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engaged in pianting. fertiiizing., ang propagation, ana (v mes
er.gaged in heavy f:ieii worx. WIT® sisc #MOLUYE ten <X=rh women
three monthe per year rfor pianting. Total payroi. :ir NERY.
totalled about $155.0uu. ''n sddition. the company purcnasee rraom
local farmers aoout $1U,10H0y of coconut husks (whicn sre ground
for potting soti) and $5.00U0 of sand Per year rfor potting soii.
[t has 1local freight contracts for the transport of rerrigerated
containers to the docks, worth $18.500 in 1985 and $31,500 this
yeer. Local air shipments amount to $2500 per year.

New technolougy spinorrfs from the project for the region may
include tissue culture technology. and general agricultural
skills {in disease and pest control.

Difficulties faced by the Project: The Barnard's changed their
British partners a few years ago. WITP had some difficulties
during the early years of the project in growing and selling {ts
products, and had little in the way of relevant expertise to draw
on. The managers had to learn much about the shading and
irrigation systems by ‘trial and error’.

Unit prices have been declining somewhat in real terms since late
1984, exacerbated by exchange rate fluctuations between the US
dollar (to which the EC dollar is tied) and the UK pound
sterling. WITP had to drop its prices by 16X in 1984 to adjust
for the rise in the US dollar, but has been unable to raise them
since then.

The manager reports that WITP may have been tied down by some
provisions of the CDB 1loan, and attempts to request changes in
the conditions have met with slower response times at CDE than
would be the case at most private banis. For instance, WITP,
which experiences a yearly selling c.cle, requires a higher
overdraft during part of each year; but the company must obtain
permission from CDB to raise the overdraft ceiling each year,
which then drops back to the level originally agreed upon,
necessitating a new request the following year. CDB committee
decisions are required to alter any loan provisions and the WITP
manager reports it may take weeks to process a single request.

If CDB financing hadn't been available, WITP probably could have
obtained financing from LAAD or elsewhere. The CDB loans have
somewhat better terms than commercial loans. but the interest
rate differential has fallen over the past few years, and the
intangible ccsts associated with a “"development loan”
(inflexibility and lack of timely responsiveness on the part of
CDB) have made the overall desirability of such loans perhaps no
higher than a commercial loan. WITP has (as of Feb. 28, 1987)
overdue principal of $18,646, but the CD&'s Loans Manager
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expressed confideace that the payment was simply tardy, and said
1t wWas not a cause ror concern.

Evaluation Team Assessment: On balance, the WiTP appears to be a
worthwhile subproject. The company is generating rural
employment, supporting the purposes of the 007 project. Growth
in sales over the past two years has been healtly.

The fact that WITP required an extension of the grace period in
their loan, and are currently overdue in their payments indicates
that the project may require continued monitoring. CDB and WITP
should review the original loan agreement to bring it more in
line with current working capital and cash requirements, as
WITP's volume of activity has been expanding steadiiy over the
past two-three years.

7. CDB - Carriacou Sheap Project - Grenada

The CDB approved a 1loan of $197,000 for the Carriaccu Sheep
project in May of 1980. The loan supported a total investment of
$322,000 to establish and develop a sheep production enterprise
on unutili:ed government land on the island of Carriacou. The
loan was to support the purchase of equipment, a water supply
system, animal purchases, land preparation and pasture fencing.
The spe:ific goals of the sub-project were increased production
of sheep for local consumption (reducing imports), and “increased
utilization of the lands” involved in the project (130 acres on
two estates). Additional goals were ¢to improve the quality of
breeding sheep available to 1local farmers, to increase the
efficiency of sheep production on Carriacou (with local farmers
following the exampie offered by <the project) and to provide
local farmers with the opportunity to use the marketing channels
of the project to dispose of their sheep.

Project. Achievuments: The project has introduced the breed of
Barbados Black Belly Sheep to Carriacou for breeding stock and
mutton production. The project had 354 sheep in 1986, of which
240 were breeding ewes. The project employs four individuals: a
manager, an assistant manager, and two shepherds.

The Barbados Black Belly sheep are a hearty breed, well suited to
difficult conditions. They are very productive, in that female
sheep of this breed frequently have multiple births: twins are
common, triplets are not unusual, and quadruplets have been born.
The breeding unit of the project, 35 acres, is envisioned to
serve the wider Caribbean, particularly small farmers. The 985
acre Dunpries estate could support production of up to 45,000
pounds of meat per year. Small farmers can also use the marketing
channels established by the project, although this has not
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occurred. There have beer, $LuUu 1n PRINCIT8.l repqyments :.rsm cre
loan was made. and there sre NGO Arrears.

Difficulties faced by the Project: The proiest was viagued zy a
number of dirfficujties from the outset. carriacou is a smaii,
largely undeveioped island, lacking in (among otner tnings)
infrastructure and Sophisticated transport racilities. The
project was begun in 1978, obut the required heavy equipment was
not brought to Carrjacou unti]l 1985: According to the CDB project
orficer, although a targe was svailable for equipment transport,
the Grenada Ministry of Agriculture waited until a new Jetty was
completed in 1985. The land for the site was only partially
cleared under contract with a local concern; approval of the next
tranche of funding was so slow {n coming that the small piece of
land was overgrown again and needed another clearing effort.

The project reportedly brought in revenues of $9,300 in 1986, of
which $4,800 represented sales of sheep for breeding and/or
mutton, and the rest was earned from the sale of a tractor and
other project assets. Expenses were about $20,800. The project
has experienced negative cash flows for the past three years.

The project was intended to provide an example of modern methods
of stock control and livestock husbandry to local farners:
fencing, fodder production for the dry season, controlled
breeding, and selective offtake. The manage: reports that locel
farmers are uninterested in the advice offered by the project
personnel, and although some farmers are interested in breeding
stock (particularly rams), they have not exercised cont-nlled
breeding practices. Another major problem appears tou be
inadequate fodder pProduction, both .n terms of quantity and
nutritional value.

Officials at the Grenada Ministry of Agriculture believe that
lack of management skill probably contributed to the lack of
progress; local management, backed by the agricultural officer
for Carriacou (from the Grenada Ministry of Agriculture) seemed
to question whether the sponsors (the Grenada government) were
truly interested in the Project: they reported that last year,
they made a recommendation to the Grenada Ministry of Agriculture
that they either commit the funds necessary to revitalize the
project, or close it down. The Grenada Ministry of Agriculture
reportedly decided to continue the project, but has not yet come
forward with additional capital.

Evaluation Tean Assessment: There is scant evidence that this
sub-project has made any significant contribution to any of the
goals of the 007 Project, under which USAID funds were committed.
Employment has been minimal. There is little evidence of an
improved markot for local small farmers, nor i{s there evidence of
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lowered costs of production rfor small ftarmers. The sub-project
can not even claim achievement of its own goai of ‘i1ncreased
utilization of the lands,” (assuming the implicit intention was
to establish a financially self-supporting project) as the
endeavor _snnot cover its operating costs, much leas the loan
payments. Annual expenses over the past three years have averaged
$18,766, while revenues have averaged $4,447 even including the
sale of project assets. It appears that the Grenada government
services the loan out of general revenues.

It is the view of the CDB project officer that the project was
never fully or properly implemented. The on-site project manager
and the local agricultural officer believe <that the project {s
not viable given the resources currently available. Either way,
the project will require con~terted effort in order to make it
viable: it should either be revitalized and provided with a
stronger market orientation, new management, and sufficient
resources to make expanding production seif supporting; or the
project should be closed down, and all the assets (livestock and
equipment) sold.

6. LAAD - Tillage Services, Ltd - Barbadoa

A LAAD loan of $200,000 was approved for the Barbados Tillage
Services, Ltd, in December of 1981 to establish a company which
would provide land cultivation and agricultural workshop services
to Barbadian farmers. Loan funds were used to purchase tractors,
tillage, and workshop equipment. Total disbursements amounted tc
$188,000, and were supported by an equity investment from LAAD of

$42,000. Reported repayments of principal to date have totaled
$31,000, bur the company is being liquidated and LAAD has written
off at least $80,000. The official balance on the 057 loan

currently stands at $75,000.

Project Achievements: As of September, 1983, LAAD reported that
the company employed six people diractly. In addition, indirect
employment for about 175 full-time equivalent jobs [was) created
in the fieid as the result of bringing or keeping land under

cultivation. The project has also benefited some 20 small
farmers who would not have been able to work all their land
without tillage service... Macro-economic impact has been roughly

as projected, representing about $1,700,000 in national value
added.”? A USAID portfolilo review, prepared shortly after the
LAAD assessment, stated "The project currently prepares
approximately 2,000 acres per season versus an estimate of 3,000
acres which will be required to make a modest profit.” An

7. LAAD, "Project Assessment Updates”, Sept. 1983
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Agricultural JUrricer :n the Earoados NxTiona,  Zinx wWno o Waa

fzm..l1ar with =ne ComTEAY 31l TRABT 12 WOrs Was I R i
order. -
Project Difficulties: “he ti).age services COMpANY reporiea.y

su’fered Trom tre aeci:ne 1in the sugar industry in sBarcados.
including tne 4us cut 1n tre J5 sugar quota. and exacerbated by
drought. The goverraent nad been subsigizing tillage services
tfor small rarmers. hut the project manager reports that tne per
ACre Custs of aservic:irg & amal: Piot are much higher than rhose
for servicing large Iracts. aue to the costs of transport between
many widely scattered smajl piots. Small farmers (even with
government subsidies) cannot or will not pay the amount that
tillage services wouid need to charge to cover all its costs; and
there are rnot encugh ~orntracts available from large estates to
permit cross-subsidization for smal) Plots. There has been very
littie demand ror tillage services for crops other than sugar
cane. The company has been unable to cover its costs and is
currently 1in liquidation.

LAAD originally committed $30,000 at project startup for a 75%
equity position, (the remaining 25% being held by the local
partners) but disbursed $42,000. The USAID loan funds of
$188,.000 were in the form of a debenture which was secured by a
chattei mortgage on the equipment. Some ot that equipment has
been sold and LAAD nas received partial repayment. LAAD admits
that it will suffer a loss which is not determined yet, since
some of the equipment is still being sold. In the business and
legal negotiations that transpired in 1985-86, LAAD “sold" its
75X position to the local partner, financed the transaction with
a debenture, and made other agreements with him to recover its
investment. Both sides are consulting legal counsel and although
the firm is not legally or technicailily 1in bankruptcy or
receivership status, the firm is in liquidation.

Evaluation Team Assessment: It appears that the full per-acre
cost of servicing small farms (1.e., including overhead and
transport) 1s significantly higher <than full per-acre cost of
servicing medium and large farms. The difference between the
per-acre costs for small plots and those for large plots is
scale-derived cost which was perhaps not fully anticipated in the
pre-funding analysis. There may be a lesson in the experience of
the Tillage Services company for future projects which seek to
serve the needs of small farmers: unit costs may be significantly
higher than average and should be anticipated in feasibility
studies.
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IV. LOANS TO DEVELOPMENT FINANCE CORPORATIONS UNDER 007
A.  INTRODUCTION

This chapter discusses the loans made to various national
Development Finance Corporations (DFCs) under J07. Section B
discusses the appropriateness of these loans and the terms of the
loan agreements between CDB and the DFCs. Section C contains
descriptions of each of the individual DFC loans under 007.
Section D provides a summary of DFC performance with the funds
from 007.

B.  APPROPRIATENESS AND TERMS OF DFC LOANS UNDER 0C7

The original intent of the 007 project, through which USAID
extended $6.5 million to the CDB in 1978, was to finance
agribusiness projects, for which the ultimate beneficiaries would
be small farmers and/or the rural poor in the Sastern Caribbean.
Loans in excess of $100,000 would be made directly by the CDB to
the borrower; loans less than $100,000 would be made through the
appropriate DFC in the country of the borrower.

There is no record of any loan being approved from the 007 funds
until 1979, when the CDB extended a $882,000 loan to the Barbados
National Bank, mostly for subloans in the range of $1,500 to
$37,500. The funds were explicitly earmarked for agricultural
and fishing credits and farm improvement credits.

Presumably, a dearth of potentially viable small agribusiness
ventures motivated a search for other avenues for disbursing the
007 funds, and agricultural or Farm Iinprovement Credits looked
like the only source of demand for sutlosns which would astrictly
satisfy the criteria that the funds benefit small farmers »nd/or
the rural poor. This shift into agricultural credits to small
farmers/fishermen was not envisioned in the project design nor
consistent with a strict construction of the 007 Loan Agreenent.
There is no record of subsequent amendments documenting such a
shift, although it moved more than one third of the project funds
avay from the original purpose of the project.

As discussed in Chapter I, the 007 project was designed to
complement and supplement RDO/C's 006 project, under which USAID
funds were used by CDB to extend production credits to small
farmers through the DFCs. The 007 project sought to address
problems in market structure for small farmer crops. Enterprises
which reduced the costs of inputs to small farmers and which
increased employment opportunities for rural workers in labor
intensive enterprises were also eligible for financing.
Presumably, a scheme of small farmer production and/or farm
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:meravement credits wnlca Canciicned Aas =n niegrs. ssrev o of oan
IvArwil plan Tar e3twi iraingd sy ANTLTrPrise T. IruCezr  Toe tauw_ L
Tarmer outpute would o= o neizvent with the Tunasmental yntent 7
tne U7 grojest.  Howsver, wrere emali Tarmer 178N8 are not
tuncriaongliv important we tand  tied o)  tne eLt80.ishment «f a
lon-tarming €nterorize, sucn uitlization appears to  depart from
the purposes of <wne ui7 project. When 007 funds were lent to
small rarmers without an icenti1fied relationship to a non-farming
enterprise. thev represented a mere duplication of some of the
Maj)or runciions of tne previous Uus projecet.

The loans extended to the FC's did not strictly incorporate the
007 Loan Agreement's requiremente for appraisal of subprojects:

All project appraisals will be either conducted by the CDB
or. if conducted oy a DfC or the CIC, reviewed by the CDB.
In accordance with aits existing practices, the CDB will
analvze the technical. economic, financial, and social
feasibility of each project.” (Annex I.p.5)

COB did not arrange to approve appraisals of individual subloans
made by the DFC's under the 007 loan funds which it extended to
them, nor wouid it have been practical for CDB to do so.

An ansalysis of the 007 Froject Agreement provisions reveals an
underiying structure premised on subprojects rather thanr on lines
of credit. Apparently what happened was that RDO/C and CDB
quietly agreed to dedicate a significant portion ¢f 007 funds for
what were, in reality, 006 purposes-- and to use 066 procedurcs
for this purpose-- without amending the Project Agreement or
otherwise acknowledging that the project design had beea changed.
Presumably, at the time. this cource appeared to be a simple,
administratively practical, and cost-effective way to serve the
intended beneficiaries as well as to respond to pressures to
commit funds and show project results. With the benefit of
hindsight >t appears that. under pressure of realily, a project
which RDO/C designed to produce an evolutionary advance in the
agribusiness structure of Eastern Caribbean eccnomies qQuietly
experienced an atavistic reversisn to type.

According to CDB's current Manager for DFC's (who was not in that
position until after all the DFC 007 loan funds were disbursed
and who was not present at the negotiations with RDO/C), most of
the 007 funds were incorporated into larger programs for Farm
Improvement Credits, which also {nvolved funds from othe{
Sources. For example, he expiained that the 007 funds which were
sent to the Antigua and Barbuda ievelopment Bank were combined
with funds from USAID 012 (Employment/Investment Promotion) and a
fund of gene.;al CDB resources to create one large loan designated
by the CDB as 19/SFR-A. These funds, in turn, were combined with
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Canadian funds to form a Farm Improvement Credit (FIC) program.
Most statistics available at CDB on the performance of the DFCs’
subloans perzain to their FIC programs, or perhaps their
individual SFR loans, but are not available for 007 alone.

Each of the 007 1loans to the DFCs had terms of 20 years,
including five years grace, with an interest rate of 4X per anum.
In addition to the usual conditions applicable to commercial and
development loans made by any lending institution, provisions
applicable ¢to the 007 DFC subloans »all (with some rinor
variations) stipulated a minimum and maximum subloan amount, a
ceiling on the net worth of the borrower, and restrictions on the
use of the funds: the subloans could not be used to finance -

(a) the purchase of land and/or existing buildings;

(b) working capital except where required for start-up
operations;

(c) refinancing or equity investments; or

(d) any other purpose which 1is excluded from financing by the
Bank,

"unless the expenditure by the sub-borrower in respect of any
such component referred to in this paragraph is met by the
Borrower {the DFC) or the sub-borrower." 8

Withdrawals should not exceed ninety percent of the total costs
of the sub-projects to be financed by the sub-loans. There are
restriction on the source of Lhe inputs to be financed DLy the
loan:

Goods and services required <for carrying out the Project
shall ... be procured only in the States and Territories
mentioned or referred to in Schedule 4 to this Loan
Agreement; and if they are to be financed out of the
proceeds of the FIC and EIP portions may also be procured in
eligible countries mentiovned or referred to 1. Schadules 2
and 3 respectively.$

With regard to recycling of repayments of sub-loans, the CDB
provides that the DFCs -

8. Provisions applicable to CDB line of credit 19/SFR-A to
the Antigua and Barbuda Development Bank; Article X, Section
10.02 (d)(iv), 1880

8. Ibid., Article IV, Section 4.11.
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... Mmay retain from sub-loan recoveries made under the SDF
and FIC portions of the loan, and in the form of liquid
investments an amount as computed at the c¢'ise of the
previous half year not exceeding 33-1/3% of su . recoveries
accumulated by the Borroser in excess cf Lthe amounts
required to repay the Borrower'. obligations under these
portions of <the Loan for the next ensuing six month
period... the remaining 66-2/2% of sub-loan recoveries from
the SDF and FIC portions accumulated by the Borrcwer in
excess of the amounts required to repay these portions of
the Bank loan will be recycled for Industrial Credit or used
to repay in advance of maturity a portion of the loan.10

The evaluation team visited five of the DFCs which received loans
from the 007 funds, via CDB. The DFCs concerned were as follows
(listed in the order visited by the evaluation team):

= Antigua and Barbuda Developmeut Bank
= §5t. Lucia Dsvelopment Bank

= St. Vincent Development Corporation
- QCrenada Development Bank

- Barbados National Bank

In addition, a telephone interview was conducted with the
Dominica Agricultural and Industrial Nevelopment Bank, which has
administered an input credit scheme for citrus growers.

A general description of the activities and status of each of the
DFC loans are presented below. More detailed descriptions of each
of the DFC loans are contained in Appendix C.

C.  INDIVIDUAL DFC LOANS UNDER Q0%
1. mxnunn_inhndn_nﬁalgmnmu

The Loan Agreement: The CDB approved a $275,000 loan for the
Antigua and Barbuda Development Bank (ABDB) 4in Octnber of 1880;
$260,000 was Jisbursed in 1981. The 007 funds were combined with
USAID o01c: funds . (Employment/Investment Promotion) and CDB.
resources into a loan designated 19/SFR-A by the CDB. 19/SFR-A
in turn wis combined with earlier disbursed Canadian funds
(amounting to $345,000) to form the ABDB's Farm Improvement

10. Ibid., Article X, Section 10.06.
56



Credit (FIC) program. The FIC loans made by the ABDB included
crop production 1loans (mostly for vegetable crops, but also
livestock) and fishing loans. The net worth criteria specified a
ceiling of $150,000.

The Subloans: There have been 25 loans made, mostly for three to
four year terms, for the purchase of farm implements, livestock,
and boat engines; grace periods are 3-5 months. O the 25 loans,
ten were made for crop production, ranging from a principal of
$3000 to $22,000 and averaging about $9,000. Five loans were
made for livestock, in the range of $3,700 to $9,000. Ten loans
were made for fishing, ranging from $1,000 to $50,000 and
averaging about $15,000.

Of a total of $287,000 (principal) lent from 007, $78,000
represented loans which have (as of Dec. 31, 1986) been totally
paid off, $36,000 were loans being paid cff on schedule, and
$173,000 were loans in some degree of arrears. Full reports are
behind schedule, but as of June 30, 1985 (the latest full report
to CDB), 1loans under the 19/SFR-A funds had an outstanding
balance of about $239,000; the rest of the resources were being
utilized for purposes other than farm improvement credits.
Interest rates charged by ABDB are usually 10.5%, per anum,
fixed; although some high risk farm loans might carry an interest
rate as high as 20X%.

Performance: Many of the loans were listed as arrears, but were
described by the accountant as only “slightlv 1in arrears'-
having missed only one or two payments. The ABDB Jersonnel saic
that the best rcpayment performances were from borrowers who had
another source of income which the bank could arrange to
garnishee: primarily part time farmers who had regular
employment. They also said that the arrears in the crop and
livestock sectors appeared to be related to drought and other
natural problems; the arrears on the fishing loans were more
ofton due to mismanagement of funds and resulting cash flow
problems.

As of February 28, 1987, the ABDB had the following arrears with
the CDB: principal - $29,954.04, Interest - $29,606.45, Interest
on Overdue Amounts - $2,090.17. The loan is described by CDB’s
Loans Manager (Finance Department), as “"bad." CDB's Treasurer
reported to the evaluation team that the Government of Antigua
has a very poor record of debt service, although their foreign
exchange earnings are quite healthy.

The ABDB is also behind in its reporting: although they are
required to submit quarterly reports to CDB, the last one they
submitted was in 1985. They have not been visited by CDB sin:e
1985. CDB’'s manager of DFCs reported that resources spent on
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visiting ABDB, advising them, and reminding them of their
obligations have not been fruitful. The CDB's limited personnel
resources are therefore devoted elsewhere.

The personnel interviewed at the ABDB informed the evaluation
team that about $100,000 of the loans under the V07 funds were
not officially documented with CDB, because the doc'mentation
offered by the ABDP (e.g., evidence of payment, certificates of
Product quality) weie not accepted by the CDB. They also said
that although the 007 funds had originally bhaen disbursed on a
reimbursement basis (i.e., they could recover funds only after
submitting documentation on each sub-loan), they later began
receiving flows under 007, for which they were requested to
submit documentation after the fact.

Other comments: The ABDB Agricultural Loans Officer told the
Evaluation Team that little extra employment was generated by the
loans: most small farms are family operations. They may employ a
"hired hand” for part of the season, but the agricultural sector
generally faces a labor shortage and has to compete with the
tourist sector.

The Agricultural Loans Officer stated that 90X of the farmers
rent their land from the government, and most of the other 10%
rent from private landlords. The government owns about 60X of all
the property in Antigua. The ABDB requires security of tenure
for an FIC subloan applicant.

2. St. Lucia Development Bank

The Loan Agreement.: The CDB approved a loan for $500,000 to the
St. Lucia Development Bank (SLDB) in October of 1981, and
disbursed $409,000 in January of 1983. The funds were combined
with $351,000 of earlier-disbursed Canadian funds to form St.
Lucia’'s FIC program. The Maraging Director of the SLDB stated
that the funds are used exclusively for sgriculture. Aside from
the usual provisions attached to the 007 DFC loans, according to
the Managing Director, the ccnditions pertaining to the SLDB
included a net worth ceiling for the sub-borrower of EC$150,000
(later relaxed) and a provision that borrowers must have
collateral for 100X of the amount being borrowed.

It appears that an attempt was made to tie this particular loan
to the original purpose of the 007 project. The provisions
applicable to the consideration of sub-loans from the 007 funds
include:

In making sub-loans out of the proceeds of Portion B ([007]-
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(aa) the Borrower shall seek to incorporate, to the extent
possible and where appropriate, the following elements
which help to strengthen the forward and backward
linkages of borrowing enterprises to the target group
intended to benefit from Portion B:-

contract buying;

employee profit sharing;

cooperative ownership;

small farmer equity participation;

enterprise services to small farmer suppliers such
as credit in kind and technicai assistance.

L e I e e )
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(bb) Where any of the elements referred to in the
immediately preceding provision of this sub-paragraph
are considered esseantial to ensuring the desired target
group benefits the Borrower shall require the sub-
borrower to implement it as a condition of the sub-
loan.11

Given the net worth ceiling, however, some of those conditions
appear fanciful: borrowers with a net worth under the ceiling are
generally in no position to initiate projects which could employ
any of the above provisions.

The Managing Director said it was initially difficult to disburse

the loans, because of the conditions attached to them. Many
small farmers do not want to get involved in credit; while the
net worth ceiling limited loan approvals on the upper and. He

pointed out that someone with a good house and two vehicles would
probably have a net worth above the ceiling. They appealed for a
relaxation of that restriction, and obtained approval in 1985.

The sudb-loans: The SLDB agricultural loans usually have terms of
three to five years, although some have terms of up to ten years.
Approvals of 96 subioans tctaled about $383,000; the loan
balances at the time of the evaluation team visit (mid February,
1987) stood at $173,500. The size of the loans ranged from about
$1,000 to $32,500; the average ;-incipal was about $3,700.
Interest rates ranged from 8.5% to 14X percent, depending on the
term of the loan and the amortization schedule. The current
interest rate charged by the SLDB for most loans is 12X. Of the
96 subloans listed under the 007 loan, 21 were fully paid off.

The arrears position on the loans from the 007 funds cannot be -
distinguished from the rest of the FIC programnm. The SLDB

11. Provisions of SFR/25-STL 1line of credit ¢from CDB to
Saint Lucia Development. Bank, Article X, Section 10.01. (iv), 1981
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inherited the FIC program from another development bank, and
obtained, in addition, fresh funds (including 007) to expand the
program. The SLDB reports on the "inherited portfolio” (which
does not include any 007 funds) separately from the "SLDB
portfolio” (about half of which are 007 funds). As of 30
September, 1986, only 2.7% of the principal outstanding in the
FIC "SLDB portfolio” was in arrears.

The SLDB's loan from CDB under 007 has no arrears fo: interest;
the first installment of principal is not due until January 15,
1988.

Other comments: According to the Managing Director of the SLDB,
agribusiness loans made by the SLDB were funded by sources other
than USAID 007; they included loans from general CDB funds and
from the Inter-American Development Bank channeled through the
CDB in a package. The SLDE, based on the conditions, provisions,
and restrictions of each of the Portions of that package,
determined the most appropriate sort of lending for that portion.
The USAID 007 funds, "portion B”, were earmarked for small farmer
crrdits. The other two portions funded larger production
credits, including an agro-processing company which produces
ground spices, coffee, &nd coconut (which received e loan for
$89,000); and a meat processing company which produces hams and
sausages from a mix of local and imported meats. A third agro-
industrial project they had “inherited" from another a:ricultural
development bank, had a principal of about $60,000 which
processed local fruit into juices and carned products.

In general, however, the SLDB personnel stated that it was
difficult to find viable agribusiness ventures to lend to in the
region. The quality of domestic materials compared to imports,
the reliability of supply and cost of local inputs, the trasining
and skills required in agribusiness, anc the high cost of labor,
all contributed to the difficulties facing the agribusiness
sector. Although St. Lucia is a large banana producer, there is
nothing in the way of a banana processing industry on the island,
neither for hanane flavoring, bansna chips, nor animal feed.

About 60X of the farmers in St. Lucia own their own land, and 40%
are listed as reanters; although many actually work land owned by
other family mcmbers and may or may not »ay a ccz=h renc.

3. §t. Vincent Development Corporation

The Loan Agreement: The 007 loan to Sv. Vincent was originally
extended as par* of the Integrated Sugar Rehabilitation Project
to the St. Vincent Development Corporation (DEVCO). The amount
was $370,000, approved October 1980 and disbursed December 1980.
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The loan was on the books of DEVCO, but administered and
disbursed to the ultimate borrowers (individual cane growers), by
the St. Vincent Sugar Industries. According to several sources,
DEVCO, a parastatal, did not participate directly because the
governnment of St. Vincent felt that the interest rates that DEVCO
would have to charge for the 007 funds were too high. Since the
St. Vincent Sugar Industries were also government owned, this
choice appears to have represented a decision that St. Vincent
Sugar Industries was better able to bear the onus of charging the
USAID mandared “"high” rates than was DEVCO. The end result was
curious: In terms of thn intended purposes of the 007 project as
designed by RDO/C and in terms o! the implementing mechanisms
built into <the 007 Projecct Agreement, it .ould have made very
good sense to incorporate small farmer loan funds directly inteo
the St. Vincent Sugar Industries Subproject, with DEVCO handling
the administration of the program to the extent deemed prudent
and administratively cost-effective. Instead, the small farmer
loar. portion of the vackagz was incorporated into a separate loan
for which the 007 Project Agreement in fact had nu formally
established implementing mechanism. The 006 implementing
mechanisms apprarently were used instead. The dlrect involvement
of the sugar company in the small '»sans to farmers in fact
occurred for reasons that require special explanation and in ways
that proved unfortunate. This i3 certainly not to say that
difficulties which followed would have been uvoided had the sugar
company subloan Itself included the small farmer credit program.
But. the chain of responsibility would have been clearer and
explanations of failure less convoluted.

Sugar growers' repayments were to be taken from their earnings
from sale of cane to the Sugar Industries, and remitted to DEVCO.
The subloans were closely tied to the larger sugar rehabilitation
project, and according to the provisions of the loan, were to be
made:

only for enterprises in the private sector that -

(i) Expand and/or stabilize the market for the small farmer
i.e., those whose agricultural holding are under
twenty-five (25) acres;

(i4) Reduce the cost of small farmer production; or

(iii) increase employment opportunities for rural workers.12

12. Provisions of Loan 25/SFR-ST.V from CDB to St. Vincent
Development Corporation, Article X, section 10.01 (a), 1980.
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Instead of imposing a strict net worth ceiling on lending, the
provision stipulated that borrowers with a net worth over
EC$150,000 would hove to pay a rate of interest of at least 9.5%
per annum. Borrowers with a net worth under EC$150,000 were to
be cherged in the range of 7 - 9% per annum (these stipulations
follow the provisions of the 007 loan agreement between CDB and
RDO/C more closely than those contained in most of the other CDB-
DFC loan agreements).

According to the 1985 audit made by the US Inspector General, the
St. Viacent Sugar Industries was remiss in administering the
loans and reporting to DEVCO. The Inspector General reported
that:

No collateral was required from the farmers (other than the
sugar crop itsel?), regardless of the loan amount.
According to a CDB Farm Improvement Officer assigned to the
Development corporation, the sugar company often made
disbursements in excess of what farmers could repay from
their sales of sugar cane. Therefore the Development
Corporation reimbursed the sugar company for only a portion
vf {ts disbursements to farmers, and the sugar company had
to cover the remainder with its own funds. When the sugar
company received pryments {rom farmers, it recovered its own
funds first and applied the rest to the Development
Corporation’'s loans.

... the sugs. company frequently ignored the repayment
schedule and deducted too much or too little. Also, long
period of time passed between the time the sugar company
made the deduction and the time it reimbursed the
Development Corporation. The Corporation continued to
charge the farmer iaterest until it received the payment.
Because the sugar conpany frequently collected too much from
the farmers, many ‘armers had credit balances with the
Development Corporatior which haa not been refunded.13

The audit report went on to state that DEVCO failed to monitor
disbursement, repayments and arrears, and even failed ¢to
distinguish between short term loans and medium term loans. At
the time of the report, a high proportion of the loans were in
arrears, and the report recommended that "no further loans should
be made until corrective actions have been taken. It 1is also
apparent that the Development Corporation will roqQuire close
supervision from the CDB and RDO/C when loan activity resumes.”

13. “"Review of Selected Agriculture Sector Projects,
Regional Developnent Cftice/Caribbean. " Audit Report No. 1-538-
85-9, July 31, 1985, p.15.
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As discussed above in Chapter III on the Integrated Sugar
Rehabilitation Project, St. Vincent Sugar Industries was closad
down at the end of 1984, with substantial amounts of loan funds
still outstanding. The loans were, however, guaranteed by the
government of St. Vincent; and the entire portfolio was
transfevred to DEVCO. Since the entire loan was tied to the
integrated sugar rehabilitation project, any other use of the
funds would require the approval of the CDB and RIXO/C.

DEVCO began lending from the 007 funds for agricultural credits
other than sugar early in 1985. There is no evidence that the
loan program was ever officially halted, as called for by the US
Inspector Gereral's audit report. There is no evidence that DEVCO
ever formally asked permission from CDB to use the fund for other
agricultural purposes until January 16, 1987. The Manager of
DFCs at CDB said that they required permission from RDO/C for the
transfer, but had not yet formally requested (t.

A letter from RDO/C's Agriculture and Rural Development Officer
to CDB's (then) Assistant Director for Agriculture, dated July 3,
1986, following a visit to DEVCO by RDO/C’'s Financial Analyst,
noted that "DEVCO’'s controls and procedures... have strengthened
since the visit by the audit team of the AID Regional Inspector
General in May, 1985. However, it appears that there is still
considerable room for improvement, especially in the are of loan
collection.” The letter goes on to suggest that CDB “"request
DEVCO to implement the following recommandations: (a) that the
use of uncommitted sugar loan funds for non-sugar agricultural
purposes be formally approved by CDB..."

The subloans: The DEVCO officisls interviewed by the evaluation
team reported that since 1985, DEVCO was using the 007 funds for
loans under $1,000, because most of the other sources of funds in
the agricultural programs stipulated a minimum loan size of
$1,000, but some farmers want smaller loans.

DEVCO pfficials reported that it has had 300 borrowers since the
end of 1984, when the sugar factory closed, including about 120
farmers, primarily in banana production (who have received about
85X of the funds), fishermen (about 10X) and livestock owners

(about 5%). The loans are primarily production credits, and used
to buy fertilizer, seeds, livestock, water tanks, to repair boat
engines, and the like. A uwinority of the loans were larger

credits for farm improvement.

Performance: The accountunt reported that of a prin.ipal
outstanding of $122,000, 36X of it was in arrears.
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4. Grenada Develnpment Bank

The Loan Agreement: The CLB appro-ed a $295,000 loan from 007
funds to the Grenada Development Bank in April of 1981, whizh was
disbursed in July or 1932. The 007 funds were added to Canadian
funds to support .o lending programs: a Farm Improvement Credit
(FIC) Program, which involved loans as low as $1!,000 dollars, and
an Agro-Industrial Credit (AIC) Program, which involved loans of
at least $3,700, but no more than $100,000. The net worth
ceiling of $150,0G00 is imposed for farm improvement credits,

The subloans: The GUB split the $296,000 into two portions: one
Yor Farm Improvement Credits ($247,371 from 007, accounting for
42X of total CDB-channelled resources for FIC) and one for Agro-
[ndustrial Credits ($47,746 from 007, accounting for under 4% of
resources availabie for AICs). The FICs have gone to about
eighty small farmers (with holdings of about one to ten acres),
at $1,100 to $2,200 each. Most of the farmers were involved in
mixed cultivation: banana, cocoa, nutmeg. and/or vegetablec.
Fishing was also suported under that program. Most of the loans

are short term - up to eighteen months. Thare have also been
Some medium term loans of three to five years for infrastructure
development: improving private rural roads, planting of

perennial crops such as nutmeg, reheabilitation or expansion of
agricultural land.

The AICs were pPrimarily for individuals with & net worth of over
£C$150,000. The GDB has only about ten such loans under the 007
program. The AIC 1loans are US$15,000 to $37,000 each, and have
supported smali coacerns producing bread, shoes and leather
handbags, construction of guesthouses, acquisition of vehicles
(especially pickup trucks and landrovers for farms), fishing
boats, and some plantation agriculture. The AICs are longer term
loans, usuaily for five to ten years. ‘

Performance: The repayment record has been better for the AICs

than the FICs. Repayments can sometimes be arranged through
marketing cor.sanies, and the repayment record was best when such
arrangements could be made - either through the marketing

companies or, in the ca:e of part time farmers, through
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employers. Figures from the quarterly report to CDB for December
31, 1986 indicated that about 30X of the principal of the FIC
loans was in arrears (of which 40X was in arrears for over 12
months), and that 10% of the principal outstanding for AIC loans
was in arrears (of which 40% was in arrears for over 12 months).
The arrears figures for December 1984 were 14% for FICs and 11%
for AICs.

The CDB reports that the 15/SFR-GR loan has no arrears for
interest. The first installment of principal repayment will! be
due in July of 1987.

Othor comments: The GDB personnel said that the farmers face
labor problems and falling prices. Several large estates are
being sold off, but the bank 1s not allowed to finance the
purchase of land. They reported that agriciltural land is
selling for about US$3,000 to $4,000 per acre; and farmers
usually require long term loans. The farmer has to borrow from a
commercial bank, and the land ic the security for the loan. If
the farmer then wants a farm improvement credit from GDB, there

is no security for the GDB to lend against. The isicvernnent of
Grenada, however, 13 divesting many of the estates which were
acquired by the previous administration for state arms. The

government will sell parcels of land through lease-purchase, and
will at the same time guarantee development loans for the lands.
The GDB personnel said this system could lead tc a higher
proportion of loans going to the agricultural sector.

5. Barbados ational Bank

The Loan Agreement: The CDB approved a $882,000 loan to the
Barbados National Bank in January of 1979 (designated 6/SFR-BDS).
and the funds were disbursed in December of 1979. BNB reports
that the 007 funds were combined with another, $924,000 loan from
CDB and with local resources to su;jport & large agricultural

lerding program. tlong with the usual provisions of applicable
to the 007 loans, the CDB stipulated that “"sub-borrowers shall be
charged interest ... at a rate not in excess of eight percent

(8X) per annum.” Subloans over $37,500 should be approved by “he
CDB. The net worth ceiling is set at BDS$150,000 (US$75,000) tor
sub-borrowers. The minimum loan which could be made was set at
US$1,500; tho maximum was set at $150,000 for a cooperative and
$100,000 to any company or individual.

Technically speaking, the BNB is not a DF(C, but a commercial bank
owned by the government of Bartiados. The Manager of the BNB’'s
Agricultural Division stated that much of the loan went into
fishing. In December 1982, the entire fishing portfolio (about
60X of the principal o»utstanding on subloans in the lending
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program) was transferred to the Barbados Development Bank, (a
true DFC owned by the Barbados Government), by order of the Prime
Minister's office. The BDB already had a fishing portfolio, and
its terms were easier than those of the BNB. The BNB was also
more specialized 1in agriculture, which may be the reason the
portfolio was split, and not transferred 4in its entirety. The
Manger also stated that the terms of their lending to farmers
were concessionary, and "semi-aevelopment. -

The subloans: The agricultural loans under the 007 loan funds
are mostly for five to seven years. The average fishing loan
approved by BNB had averaged $11,000, but some were as high as
$37,500; the 44 fishing loans disbursed by BNB befcre that
portfolio was transferred totaled about $500,000. The ferm loans
are smaller, averaging about $6,500 and ranging up to $25,000.
The farm loans have supported livestock productior (18 subloans
totalling $112,500 1in Pigs, dairy, and poultry), mixed vegetable
production (4 loans totalling $21,500) and the purchase of
agricultural equipment (6 locans totalling $52,000). The loans
have been used for seed, cultivation, farm improvement, and other
similar costs.

In addition, the BNB extended two subloans involving $230,000 of
007 funds for a hydroponic vegetable production scheme. At least
one of the subloans is higher tnan tte $100,000 amount stipulated
by the 007 loan agreement. The sutloan appraisal was prepared by
CDB, which strongly reccmmended the project for funding by BNB,
although the hydroponic project neither purchases from small
farmers nor is labor intensive. ]t currently sells small amounts
of fertilizer and pesticides to neighboring farmers, although
there is no evidence that {t did so until recently. It appears
that CDB asked BNB to extend “the subloan, instead of edminis-
tering the subloan itself, because the 007 loan agreement between
CDB and RDO/C Stipulated a celling of USs1.0 million for lending
in Barbados. CDB had already e.tended $882,000 to the BNB, so
that an additional loan of $230,000 would put it over that limit.
Meanwhile, BNB's 007 loan was probably not being drawn as quickly
as aanticipated, so that it still had the resources to extend the
subloan.

The Manager of BNB stated that the ceiling on net worth was
raised from 875,000 to $100,000. He informed that the ceiling
had restricted the BNB from making some loans in the dairy
industry, where the assets represented by the livestock, farm
buildings, and equipment quickly add up.

Performance: The personnel from BNB's agricultural division

reported to the evaluation team that their repayment experience
with sub-borrowers was mixed. They have an arrears condition
which developed recently, partly due to “"internal constraints"
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related primarily to staffing, and perhaps insufficient vigor in
pressing for repayment. They reported that action was now being
taken to remedy the situation. Arrears data on the 007 subloans
are not available, but the principsl in arrears as a portion of
principal outstanding on all CDB loans bearing 8% interest ratex
stood at 36X as of December 31, 1986.

The large hydroponics loan is deeply in arrears. The loain was
made in 1982, and BNB personnel report that less than $5,000 has
been paid on it since then. The project suffered from
unanticipated competition in local tomato production, and from
cost overruns, many in connection with praedial larceny. BNB
officials assert that the manager of the project is a highly
competent agronomist and a skilled researcher, but lacks business
management skills. The project manager, on the other hand, stated
that the BNB persornel lacked an understanding of the nature of
hydroponic production, and were not responsive to his business
needs.

Other comments: The BNB personnel stated that the restrictions
on the sources of goods financed by the 1loans had proven
burdensome, especially for the fishermen. Although boat engines
available from Japan were of superior quality and were cheaper
than those available from eligible sources, the borrowers were
not allowed to purchase the Japanese products with the loan
funds. In addition, the BNB was not allowed to use the 007 funds
to refinance projects that had “gone off stream” uader the
provisions, even {f prospects for reorganization and eventual
profit were high.

When asked by the evaluation team about the prospects for agro-
industry in Barbados, the BNB personnel indicated that the future
looked very good in that sector. The Ministry of Agriculture was
taking an active interest in the sector, especially since the

sharp cut in the U.S. sugar quotas. In the view of the BNB
personnel, agro-processing is definitely needed to stabilize the
market for much agricultural produce. Likely prospects include

canning of local vegetable production and peanut butter.
Irrigation wouid also support "off season” production, and reduce
requirements for imports. They steted that interest in agro-
processing was lacking in Barbados in the past because of the
strength of the sugar industry - up until this season, Barbados’
U.S. and British markets were stabile and the prices guaranteed.
The reduction of the US sugar quota has caused considerable
concern, and producers will soon begin &n active search for
alternative products.

Large sugar estates occupy about 85X of the agricultural land on

Barbados; but most farms are quite small, in the range of one
half to five acres in size. Most farmers own their own land.
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This loan i3 presented in CDB's records as the Integrated Citrus
Development Froject. The evaluation team was directed by the CDB
to the Cooperative Citrus Growers Association in Dominica. When
the evaluation team interviewed the manager of the coop, it was
revealed that the coop had not concluded any loan agreement with
CDB involving 007 funds. It was learned that the 1initial intent
of the Integrated Citrus Development Project was to provide a
$610,000 1loan to the Cooperative Citrus Growers Association
(CCGA) in Dominica for the purchase of new packing equipment,
with a companion loan to a DFC to support an input credit scheme
for citrus farmers. However, during the negotiation procedure,
the CDB asked that the cooperutive hire new personnel, with
specified levels of training »ad/or experience, for several
positions, and made thi: a condition of the loan. The CCGA,
after some deliberation, decided that the new persornel would
increase their overheads to a level they could not sustain, given
their costs of production and the market price they cculd expect
for their product. The CCGA therefore decided against the CDB
loan, and obtained financing instead from the Canadian
Development Foundation.

The Loan Agreement: In 1981, CDB channelled a $176,000 loan to
the Agricultural and Industrial Development Bank orf Dominica to
finance the input credit scheme alone. llany of the usual DFC
terms apply, the interest rate charged to the AIDB i: 4%, they
have had a five year grace period and have r 15 year payback
period.

Sudbloans: Since October, 1981, the AIDB has made 94 loans to
citrus farmers. The loans are in the range of $200 to $2000
(average about $1,000) usually with a term of one to three
seasons. The AID bank bought fertilizer and sold/loanea it to
citrus growers on credit for one seuson. There is no collateral
involved, but sales through the CCGA are pledged to repayment of
the input credit. According to the manager of the input credit
scheme, recycled funds can be lent directly to citrus growers in
cash or 4{in kind, for citrus or other fruit crops. The interest
rate charged is 10%.

The CCGA will document the marketing reccord of its members to
assist their loan applications, and extend a limited “guarantee”
to the loan. The guarantee is limited to the extent that CCGA
will administer and remit loan repayments directly to the bank
out ¢! the proceeds earned by grower/borrowers who bring their
harvest to the coop.

68

-

~O

QO



Performance: Repayments by citrus growers have not been
impressive. The manager of the input credit scheme said <that in
many instances, fruit brought in by farmers to the CCGA was not
sold, so the loans went into arrears. At one point, the bank had
$65,000 outstanding in subloans and/cr invested in inventory.
which took abcut three years to clear. At the moment, the input
credit scheme has £C$8,000 (US$3,000) in principal outstanding,
of which EC$6,600 is in arrears. The rest was recovered, repaid
by the farmers. As reported by the AIDB, the balance of tae
resources availeble under 007 are being utilized for agricultural
purposes other than the citrus input credit scheme, although
mostly within the citrus sub-sector.

Major difficulties facing the input credit scheme include the
market constraints faced by the growers, which 1limit their
incentive to expand production (and keeps demand for loans low).
As noted in the 1985 US Inspector General’s audit, the subloan
agreement was signed at a time when the British pound began to
fell relative to the US dollar. Since the growers' inputs were
priced primarily in dollars and their products were paid for in
British Pounds, thc margins were seriously reduced by the change
in the exchange rate. The price received by the grower uas
insufficient to encourage production for the export market, and
there was little demand for loans. As of the end of 1984, the
bank still had over $140,000 in cash available, and additional
grower inpuis lying 1idle. The official recommendation of the

Inspector General was

that RDO/C .. obtain evidence that the Caribbean
Development Bank has (i) requested the National Commercial
and Development Bank in Dominica (now the AID Bank) to
immediately repay that portion of the subloans which 1is not
being used, and (11) has authorized the Bank to
appropriately dispose of agricultural inputs.1l4

There have been $33,000 in repayments to CDB on the 1loan since
then; the official loan balance on record at the CDB is therefore
$143,000.

The CCGA subsequently renegotiated 1its contract with 1its UK
clients, agreeing on a fixed price of EC$11.30 (US$4.185) per
carton, of which EC$7.30 goes to the coop to cover packing costs
and EC$4.00 goes to the grower. In addition, incentive payments

of up to EC$1.50 per carton are paid to farmers for production

14. USAID Inspector General, “Review of Selected
Agriculture Sector Proje :ts, Regional Development Office/
Caribbean.” Audit Report No. 1-538-85-9, July 31, 1985, p. 5.
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‘which reacnes the zoop far the first Three shipments InAugusto
each year. These shipments are timed for a marger  ws W
UK, which precedes tre larger harvests’of”other’wcrid'érat
producers. EXports were 32,000 cartens in 1355 - WP Trom 3%

received by the grower.

The manager of the irput credit scheme at the AiID Bank reports
that a new market for grapefruit has opened up which may lead to
increased demand ror loans from citrus growers: The new market is
Provided by the eéxpansion of Dominica Agro-Industries, an
agroprocessing company which Purchases graperruit from locai
growers for processing into Juice for export to the US. Although
the unit price paid ror grapefruit is lower than that offered by
the CCGA during the export season, the overall value as well as
volume of purchases rrom small farmers is higher for DAI, because
the latter will take iower quality fruit, and will purchase year
round. :

C. SUMMARY OF DFC PERFOQ mm

A summary of the DFC use of 007 funds is presented in Exhibit
IV.1. It can be seen that there have been almost 700 sub-loans
extended, the average size loan has been Just under $3,000, the
interest rates charged have averaged 9.6% (weighted average).
Although it was not always possible to distinguish 007 resources
from other resources in pooled lending programs, as of the most
recent reports by the DFCs to the CDB, use of resources in the
approved agricultural lending programs for subloans appears
currently to be only roughly half of the resources (recycled 007
funds and cther resources) available. In at least some cases,
the balance of recycled 007 résources were put to other uses,
(generally still within agriculture), a procedure which may have
been necessary in order for the DFCs to repay their 007 loans:
interest receivable on the sub-loans within som¢ of the approved
agricultural lending programs, (taking no account of arrears or
non-performing loans), would be insufficient to cover interest
payable on 007 resources. Principal in arrears on all lending
Programs involving 007 resources is currently estimated at about
30% of principal outstanding on subloans.

It appears that use of 007 funds marked for the DFCs were shifted
from agribusiness into Farm Improvement Credits (FICs) and
production credits due to a lack of demand for agribusiness loans

and/or an inability on the part of most of the DFCs (at least . as .-
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in 1985. out still down from the hign of 163,0u0 cartens sxported’
in the 1973/74 season (before two major hurricanes  and the fail
of the UK pound). The manager of the CCGA expressed the opinion.
that the primary constraint to expansion is still the price.

50


http:least.as

Exhidit IV.1

SURMARY OF DFC'S USE OF USRID 007 FUNDS

{in USS) PERCENT
! 007 AMT ANNUAL ND. SUBLOAN
DFC ! 007 ANT  OQUTST'NG INTEREST 5uB- AVE  INT'ST PRINCIPAL
{ DISBURSED  12/86 (1) PAYABLE LOANS SITE  RATE IN ARR'S
!
H
Antigua and Barbuds i $200,000  $260,000  $10,400 25 #11,500  §0.51 21
Developaent Bank !
| L
Barbados National | $882,000  $774,000 30,940 7 49,300 8.0r .. 31 - -
Bank (3) ! S T : . L
Dowinica Agric. & DoOMT6,000  $M3,000 - #5720 M 92 1000 6%
Indus. Dev. Bank ' ' o ST g R
! L 0 S e L
Greneda Developaent I 8296,000  $296,000° = $11,640 © B0  $2,000 8,0y = 301 - -
Bank (2) P ‘ K T RGN I :
! - S ‘ T LN
St. Lucia Dsvelop- I 8409,000 $409,%00 816,360 % 44,00 1201 - n
amnt Bank ] L R T
] . - - T Wl T e
St. Vincent - #370,000  $345,000  $13,800 " . 300. $741. 12,01 L)
Developaent Bank ! co ST

TOTAL/AVERAGE <4) 92,393,000 $2,227,000 489,080 460 42,74 981 w

(1> GOB first instalaent due 1987-07-15; SLDB first instaleent dus 1988-01-15
(2> 60H reporte it also has about 10 AIC of $15-37,000 each, intarest rate of 9.5 - 11,51
(3> Portfolio split in 1982; fishing loans sent to Ba'dos Davelopaent Bank. I arrears based on all
CDB financed ag. loans at BNB. Average size of sud-loans excludes one sub-loans for $230,000.
<4) Totals 007 aat. disbursed, ast. ovtstanding, no. sublaans) weighted average for average size,
interest rate, and percent subloan principal in arrears.

SOURCES:

007 Asounts disbursad, outstanding, annual interest payable: CDB ¢iles

do. sub-loans, Avg. size, interest rates: interviews with DFC officials

Sublaan principal in arrears: estisates based quarterly reports by DFCs to CDB on
lending programs including 007 funds. '
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NOrrowsr. may have staod 1n the way of potential 1oan apuriavais
Ior true agribusiness. While the Loan Agreement betwsen CDE and
RDO/C deTfines the indirect beneficiaries of the project as 'smail
Tarmers” (specifically. zTnose exploiting under 25 acres of iand),
the loan conditions attacned to the 007 funds substitutes a net
L wWorth  seiling wnish  appears to be (in many cas=es) more
restrictive tuan the rrovisions of the 0UG7 loan agreement. For
instance, agricuiturai land in Grenada is currently seiling for
EC38.000 - EC$i0,000 per acre. A debt-free farmer owning 20
acres ot land vaiued at LC$8,000 per acre is already over tne net
worth ceiling of EC$:50,000, not counting the value of his/her
home, any farm buildinags, vehicles, or other assets.

prreaived by CDB and fL0/T to 33sess ana administer T Loans

thers 13 congidevabie avidence <wnat eonditicns artronen o )

0FaG loans,  particulzri.y  tpe ceiling on  tne net wairsrs 2t -re
i

Several of the DFC personnel interviewed by the evaluation team
stated that they were sometimes hindered even from making FIC
loans because of the iarge number of restrictive conditions
attached to the loans. In particular, they cited the restriction
cn the borrower’s net worth, and the restrictions against lending
Tor the purchase of land and refinancing as obstacles to approval
of otherwise promising ioan applications. In at least some cases,
007 funds had to be utilized for purposes other than the approved
lending programs (but usually still within the agricultural
sector) in order to keep them from lying idle.

Most of the loans disbursed within the approved programs were
Farm Improvement Credits to small farmers growing bananas,
citrus, vegetables, spices, or cotton; some went for livestock
and a significant portion went to support fishermen. Loans
financed production inputs such as feed and fertilizer, and/or
for farm impliements and equipment, boat engines, or livestock
acquisition. There was no opportunity for the evaluation team to
assess the impact of these subloans at the level of the ultimate
borrower, and often the only information available was on the
portfolio performance of the FIC pPrograms.

There is 1little evidence that the DFC loans supported any of the
specific purposes of the project, with the possible exception of
employment creation, very loosely defined. The first project
purpose, the stabilization or expansion of markets for small
farmers, was not supported directly by any of the DFC sub-loans,
although the DFC loan tied to the operation of the ill-fated St.
Vincent Sugar Industries did assist the sugar production project,,
which had that purpose. Most identifiable 1loans, with the °
exception of the Dominica citrus input credit scheme, (and
perhaps the loan for St. Vincent cane growers) did not go toward
lowering the costs of any other inputs.
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The final purpose, employment creation, may have been served to a
minor extent insofar as farm improvement credits involved
temporary employment (e.g., building a fence or clearing new
land). In addition, at the margin, small farmer’s ventures may
have been supported to the extent that they had no pressing need
to search for employment for themselves nor perhaps their
families. But, according to most DFC personnel, small farmers
usually do not employ people other than family members, except an
occasional “"hired hand" on a temporary basis. Thus, loans to
small farmers may Keep them from Jjoining the ranks of the
unemployed, but it does not generate significant employment for
others.

The primary reason the 007 project provided for loans to “labor
intensive enterprises” was to create new employment opportunities
for the rural poor. It is certainly true that many small farms
are themselves "labor intensive enterprises." But loans to small
farmers, however labor intensive their operations may be prior to
receiving project financing, do not necessarily increase "labor-
intensive employment of the rural poor"”, as USAID usually defines
that concept. The detailed project description contained in Annex
I of the Loan Agreement provided that a subproject must be labor
intensive with a ratio of total fixed investment per job of not
more than $7500 (later increased to $10,000). Discussions with
DFC personnel and examination of selected 1loan applications
clearly indicate that some farm improvement loans extended by
DFCs did not meet this criterion.

Therefore, with the dubious exceptions of the loans tied to the
failed St. Vincent Sugar Industries, and the presently moribund
citrus input credit scheme, the DFC loan programs apparently did
not serve the purpose of the 007 project to any significant
degree. '

The conclusions of this evaluation support the conclusions of the
earlier, 1984/5 evaluation of DFC performance conducted for the
Caribbean Development Bank:

‘The interviews carried out with agribusiness operators in
each of the four countries visited suggest that few linkages
are being established due to DFC agricultural lending

activity. The USAID Regional Agribusiness Development
Project (RAD)[007]), ... sought to support 1linking elements
such as contract buying, employee profit sharing,

cooperative ownerships and farmer equity participation.
During our site visits we found little visible evidence that
these elements were being promoted or developed between
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growers and processors, growers and distributors. processors
and distributors and/ar processors and precessors,is

Even on their own terms, sublcan performance was highly variabie
across JFCs, ranging from about 2% of principal in arrears to
over 80%. with most in the range of 15% to 35%. The variation
appears to be more closely related to the administration of the
individual DFCs than the performance of the agricultural sector
in the 1individuai countries. Most DFC personnel reported that
their best repayment records were associated with part time
farmers whose wages could be garnisheed. As reported by some DFC
personnel, the worst arrears cases arose over recalcitrant
debtors or "disputes” surrounding the loan, and not over
inability to repay.

In the early 1980s, at the time the 1loans were disbursed, real
interest rates in some countries may have been negative (nominal
interest rates were set at 8% in Barbados while consumer pPrices
were rising at a rate of 14%; interest rates in the OECS states
generally ranged from 10% to 12% while consumer prices were often
over 15%). The low to negative real interest rates may have
boosted demand for iocans during the early years of the program.
However, real interest rates climbed during the period 1981
through 1985, as nominal interest rates were maintained while
inflation dropped to 3% per anum and less. Current loan demand
passes a "market test” in that it demonstrates some willingness
on the part of borrowers to pay positive real interest rates for
credit.

It appears, however, that none of the loan schemes utilizing 007
resources (now operating with recycled 007 funds) are operating
at full capacity or anything approaching full capacity. The
evidence therefore suggests that demand for the FIC loans is
relatively low, so that funds diverted from agribusiness
(presumably due to lack of demand) still failed to find a
sufficient and sustained market within the broadened farm
improvement credit Programs.

At best, the FIC programs, although significantly divergent from
the original intent of the DFC loans under the 007 pProject, could
be said to support the ultimate goal of the project, which is to
increase the standard of living of small farmers and the rural
poor. In addition, given the scarcity of local agricultural
products for processing, which may be a major constraint to
agribusiness, the FIC loans may be acting to relieve that
constraint and thus may lay the groundwork for viable agro-

15, Arthur D. Little, Inc., "Evaluation of the CDB/AID
Private Sector On-Lending Progrgms,“ Jan. 1985, pp. 128-129.
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processing industri=s i1 the Tuture. The F7O leans cz2n & zo he
viewed as supporting scmewnat the diversificaticn Af 1gricul ture

from the traditicnal export crops of The Uaribbean., into
vegetables and  iivestock for ilocal consumption and some non-
traditional exports such as tropical fruits. Given the

increasing labor difficulties faced by the agricultural sector.in
the Caribbean, small tfarmer., family run agriculture may represent
the future for the agricultural sector in the region.

The above comments are only speculative, however, and there is
little available evidence either to prove or disprove them. The
fact that the DFCs are repaying their loans to the CDB, or that
sub-borrowers are repaying their loans to the DFCs does not mean
that the 1loans are generating their own return. The freguent
statements of DFC loan officers, that their best repayment
records were from farmers who were employed, may mean that some
loans were repaid from wages, and not from agricultural earnings.
It is therefore difficult to come to any conclusion about the
impact of the 007 DFC loans on small farm enterprises.
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V. APELICATION OF GENERIC SGOPE OF WoRK
A. INTRODUCTION

The justifying Premise underlying both agribusiness Projects can
be stated as follows:

"If programs of medium to long term agribusiness credit are
initiated in the Eastern Caribbean, then investors will
establish agribusiness enterprises which will purchase the
output of small farmers on a regular basis, or which will
Provide goods or services to small farmers at lower costs
than prevailed in the past; if the agr.tusinesses function
successfully, then the incomes an4d standards of living of
small farmers and the rural poor will be increased."

The Projects did Supply credits to several agribusiness
enterprises, but there were very few viable agribusiness
enterprises established ag g result. The failure of either
Project significantly to increase the number of agribusiness
ostablishments in the Eastern Caribbean through the Provision of
agribusiness credit implies that e lack of credit was not the
Primary impediment to the growth of agribusiness in the region
and/or that other constraints impeded Progress despite the
lifting of =& credit constraint. In other words, both Projects
appear to have suffered from the same serious design flaw,

This Chapter assesses the impact of the two Projects within the
larger framework of RDO/C’s Private Sector Program by means of
the "Generic Scope of Work." The contract between USAID and
Louis Berger International, Inc. provides for the application of
a Generic Scope of Work in order to facilitate a Program analysis
of RDO/C's portfolio of pPrivate sector oriented projects. The
Generic Scope of Work is modeled on the USAID Logical Framework
for project design, but it analyzes project design in terms of a
standardized program framework. Use cf a standardized framework
makes it easier to compare these Projects with other Private
sector projects Supported by RDO/C, and to integrate the results
of individual Project evaluations into a&n overall evaluation of
RDO/C’s private sector program. The generic Scope of work is
reproduced in full in Appendix A of this report, with elements
relevent to this agribusiness evaluation highlighted.

The present evaluation is one of some fourteen evaluations of
RDO/C private Sector projects which Louis Berger International,

Inc. is carrying out over a period of two years. Project

evaluation results will be synthesized and incorporated into two

annual program reports. No single Private sector Project is

eéxpected to achieve the full range of program goals and purpose

elements included in the generic sScope of work. However, when
76

106



all of RDO/C’'s private sector projects are considered together as
a program, reasonably complete coverage is anticipated.

The generic scope of work (Program LogFrame) was created long
after 007 and 057 were initiated, and in fact, is being used to
evaluate the projects after their primary task - disbursement of
loans - has been completed. Thus the generic scope of work
necessarily imposes a degree of retroactive uniformity on the
original designs of the individual projects, centering on
statements of program goals and purposes. The 007 project, for
instance, was not confined to the private sector. It was
anticipated, in fact, that CDR would work clozely with several
public sector bodies and make some loans to projects initiated in
the public sector. It was noted, however, that most agriculture
and certainly most agribusiness is carried out in the private
sector, so CDB was encouraged to seek out private sector entities
to which it could lend the 007 funds.

In order to reduce the potential for conflict with existing
project design documents, the generic scope of work (1)
generalizes concepts commonly used in existing private sector
project LogFrames; (2) focusses on goal level measures &t the
progrram level as contrasted with purpose level measures that are
typically emphasized in project designs; and (3) addresses
program purposes 1in terms of purpose elements, subcategories of
purposes into which the purposes of all RDO/C private sector
pProjects can be disaggregated. The generic scope of work
articulates three goals for RDO/C’s private sector profvam: an
economic development goal, an institutional goal, and a policy
goal (the latter is not applicable Lo either 007 or 057). The
generic scope of work specifies some forty "purpose elements,"” a
master list to which each RDO/C private sector project can be
related at the purpose level.

Causal Paths: The first step in the assessment of project design
is concerned with logical relationships between the enumerated
Project purpose elements and the stated goals of the program. We
attempt to answer the question - "If the purposes of <the project
are being achieved, how is this achievement contributing to the
fulfillment of the ultimate goal?”

Evaluation Evidence: The second step in the assessment of
project design is the evaluation of evidence of project-related
outputs which contribute to <the achievement of the purpose
elements, and of the relationship between the output observed and
the purposes identified and defined.

The evaluation focusses pPrimarily on bottom-line impact at the
micro-level, in order to assess what has been the impact of the
project, given the other factors involved in the identified

|0°)
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The Eoonomic Development Goal of RDO/C's private sector program
can be stated as follows:

To increase the contributions of privately owned business
establishments to employment, production, Productivity, net
foreign exchange earnings, and/or to improved standards of
living in the Caribbean.

The Institutional Goal of the Program may be stated as follows:

To increase the capacities, efficiency, and sustainability
of institutions serving the private sector in these
countries.

The goal of the 057 project reads as follows: "To improve the
standard of living of the Caribbean poor. " It has, 1in addition,
a sub-goal, "to stimulate economic and agricultural g8rowth and
create employment. " It’s stated purpose is “to “‘nitiate and
expand private agribusiness investments in the Caribbean. " The
goal of the 007 Project is "to increase the incomes of the small
farmer and the rural poor." It’s purpose is to "increase the
capacity of the CDB and LDC institutions to develop, finance and
implement agribusiness and labor intensive enterprises which are
based on the local production and participation of small farmers
and the rural poor."” LBII has identified eleven of the purpose
elements of the generic scope of work (out of a Master List of
over forty purpose elements) which are applicable to the two
Projects. These are outlined under the pertinent goals for
analysis, below.

B. mﬁﬂlﬂmmmugmmm

Under the economic development goal, “to increase the
contributions of Privately owned busine:s establishments to
employment, Production, Productivity, np.-t foreign exchange
earnings, and/or to improved standards of living in the
Caribbean, " the following purpose elements can be found in the
Project papers of both 007 and 057 (although priorities and
emphasis differ):

To eéncourage local investment

To provide long term financing for businesses
To provide short term financing for businesses
To identify and tap new markets '
develop infant industries

To improve Production methods

To introduce new technology . *
To encourage risk-taking and entrepreneurship,

L
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1/. Causal Paths

According tc the project strategies as articulated in the project
papers for the two projects, the growth of agribusiness was
constrained in large part by a lack of credit. Agro-processing
was also constrained by a lack of inputs (i.e., =gricultural

produce for processing). Agricultural production, in turn, was
constrained in part by a lack of credit, and in part by a lack of
organized markets for agricultural ocutputs. The combined

situation was described by many observers at the time as a
"chicken and egg" problem. An earlier project (006) provided
credit for agricultural production. The 007 project, and later
the 087 project, were to provide financing for ugribusiness., 1In
particular, the agribusiness industry was said to need longz term
financing, as local commercial banks were unwilling to extend
long term credits on risky ventures. There was little discussion
in either project paper of short term financing. The investments
in agribusiness which would take place as a yresult of the
provision of financing through the two Projects, were to relieve
the final constraint to the "chicken and egg"” problem, a solution
wherein farmers would have reliable and expanding markets for
their output and agribusinesses would have the inputs they need
for their production.

Both 007 and 057 were to create or organize new markets for
agricultural production and thereby encourage its growth. The
new markets were expected %o be primarily internal, inveclving
improved 1linkages within the Agricultural Industry, broadly
defined. Since most agricultural production of interest to new
agribusiness would likely be small farmer production (i.e., crops
other than plantation sugar and other traditional crops, which
were already well established and generally not in  search of new
markets which could be met by local agribusiness), the growth in
purchases of agricultural production by agribusiness would
increase small farmer sales and thus protably 3mell farmer income
as well. To the extent that agricultural development in the
Caribbean is hampered by the absence of scale economies, (and
most agricultural experts in the region have cited this lack as a
primary impediment to development), the growth of the new markets
for agricultural output, by increasing scale, would contribute to
an increase in both production and productivity (e.g., farmers
with a large and sure market for their produce may be able to
Justify the purchase of farm implements which would increase land
and/or labor productivity and brirg more land into production).

Compared to the traditional export crops, most of which were
exported under established (though often stagnant or declining)
markets, new agribusiness activities would tend to encourage
production of non-traditional crops. The production of non-
traditional crops and their Processing would constitute infant
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industries. The growth of these new industries, in slack rural
labor markets, should involve a net increase in employment,
providing, in particular, a significant number of unskilled and
semi-skilled jobs well suited to the target group of the rural
poor. Some of the agribusiness products might be exported, and
many more would substitute for processed food imports, which
should contribute tc a net saving of foreign exchange, (if not
net earnings). The diversification should reduce the
vulnerability of the economies to fluctuations in international

commodity markets.

Included in both 007 and 057 were elements of or provision for
technical assistance for agribusiness, designed to improve
production method: and/or introduce new technologies. Such
assistance was expected to facilitate the establishment and
growth of infant industries (contributing to the growth in
employmeant and income as described above), and to increase
productivity in agribusiness itself.

The 057 project (explicitly) and, to a lesser extent, the 007
project (implicitly), intended to encourage =risk taking and
entrepreneurship in agribusiness in the Caribbean. A possible
lack of antrepreneurs in sgribusiness was not explicltly cited as
a constraint to agribusineus expansion in the 007 project paper
(1977), although the degrec of risk in the industry was. Up to
$1.3 million of the project budget was earmarked for CDB equity
investment, which theoretically could have been used to share the
agribusiness risk between investors and donors. The 007 loan
agreement, however, did not encourage the use of equity
investment, and USAID would not share in the risk itself.

A possible lack of entrepreneurs in agribusiness is cited in the
057 project paper (1980) as a constraint to agribusiness
developmer.t,, (which was probably a lesson from the difficulties
exper.z2nced by 007 in the previous <two-three years). LAAD was
also permitted to take equity stakes in Caribbean agribusiness
ventures, (again without USAID participation in the risk). It
faced few restrictions on lending, and was expected to work with
local entrepreneurs to expand agricultural markets and
employment. The lack of restrictions against existing
entrepreneurs (although this was not explicitly described) and
the sharing of risk through LAAD equity participation, would tend
to widen the pool of investors, make investment in agribusiness
more likely, and thereby contribute to the growth in employment,
and incomes as described above.

2. Evaluation Evidence

Both projects experienced considerable difficulty in disbursing
the USAID funds for agribusiness. It appears that viable
agribusiness projects were difficult to find; that although long
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term financing was made available, the anticipated .evel of
investment railed to take place. wWhile CDB was expected to
disburse $6.5 million on 78 subprojects in eight countries, only
five subprojects were ever rfunded, totaliing $3.9 miliion; LAAD
disbursed just over $1.0 million to ftour subprojects in the
Eastern Caribbean. In terms of impact, the vresuits as of 1988
included direct employment of almost 250 full <time job
equivalents, $1.25 million in direct purchases from regional
farmers, and at least 374,000 in sales of agricultural inputs.

An additional $2.4 million of 007 credits went via the CDB to DFC
lines of credit, where most of it was dispensed to small farmers
as farm improvement credits and production loans, much of it as
short term credit. Although the small farmer credits presumably
benefited many of the borrowers, there is no evidence that the
credits contributed in any significant way to established project
purposes or objectives.

The evaluation team specifically queried personnel at several of
the DFCs as to the employment situation among small farmers.
They all reported that most small farmers rely primarily on
family labor and will only occasionally employ "hired nands” on a
short term, seasonal basis, probably during a harvest. Many
small farmers are themselves employed part time and/or

seasonally. A farm improvement credit (which may go, e.g., to
erect a fence around crop or pasture land, to repair a private
road, or to dig a well), probably does involve employment

opportunities, but only on a temporary basis. To the extent that
a loan would improve their farming operations, small farmers may
feel less of a need to search for employment for themselves,
which in turn might mitigate the economy’s unemployment problem,
but such loans do not generate a significant number of new
employment opportunities. .

One other claim which might be made on behalf of the agricultural
credits is that some of them "lowered the cost of small farmer
inputs” (one of the objectives of the 007 project). The input
credit schemes implemented as parts of <the Integrated Citrus
Production project in Dominica and the Integrated Sugar
Rehabilitation project in St. Vincent would have had this effect.
However, the sugar project failed in St. Vincent, and the demand
for citrus input credits in Dominica has been so low that the US
Inspector General recomnended a substantial deobligation;
currently, $140,000 of the original $176,000 1line of credit
remains outside the approved input credit scheme, although it is
not idle.

Part of the problem with the two projects may have been the
difficulty in finding markets for agribusiness products. The
most successful projects were each producing for a specialized
export market niche; only one (ECA) has in turn provided a new
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market for small Tarmers -n e area. amounting +to  sver 31,9

miliion per annum. the aise project ana conesivah y, <he lea
fsiand Cotton projzet, coued deveiop 1nto such mare=ts. They are
each non-traditional Products and could be described as infant
industries. Together, Eastern Caribbean Agencies, Windward
Island Tropical Flants and Windward Islands Alce empioy 194
peopie directly (fuii rime Jab equivalents). Total dirsct full-

time employment gererated by 007 and 057 is 244. Tne projects
generate gross foreign e¢xchange earnings of about U3%2.6 mi1llion.
None of the successrtul Projects were based on agribusiness sales
in a local market: the 3t. Vincent sugar industry, which intended
to substitute local production of sugar for imports, failed and
was closed; the Carriacou sheep project, which was to produce
mutton mostly for local consumption, has had sales only 11% of
that anticipated, and the future of St. Vincent plastics is in
some doubt.

The improvement of production methods and/or the introduction of
new technology has been a minor feature of several of the sub-
projects, particularly the more successful ones, It is
noteworthy, however. that these features were usually introduced
at the initiative of <the entrepreneurs involved in the private
sector projects. Eastern Caribbean Agencies in 35t. Vincent
experiments with new strains of seeds and conducts research into
new production methods, which it then encourages its small farmer
suppliers to adopt. Windward Island Tropical Plants in St. Lucia
had to learn how to improve its production methods by trial and
error, and by making special trips to established nurseries in
Florida to study alternative production methods. The owner of
WITP believes that his employees have acquired improved agronomic
techniques, including the safe and efficient use of fertilizers,
irrigation, and pesticides. Windward Islancds Aloe has helped
small farmers start Pilot plots for aloe production, and hopes to
expand small farmer Production of aloe to 160 acres within two
years. HyGro Gardens in Barbados, (the one agribusiness project
funded through a DFC. &nd not particularly successful) produces
vegetables for both domestic consumption and export, utilizing
hydroponic technology adapted by the entrepreneur. The
Montserrat Sea Island Cotton project has received some technical
assistance, although most of it has been funded by sources other
than 007. The Carriacou sheep project was intended to provide
extension services to small sheep farmers on the island, and to
provide an esample of the advantages of modern methods of
livestock husbandry. The manager of +the project reports,
however, that farmers have not adopted the changes expected. !

With regard to eéncouragement of risk-taking and entrepreneurship,
it appears that both parent projects found this more difficult
than originally anticipated, judging from the difficulty they had
in finding viable Projects and disbursing funds. LAAD found more
entrepreneurs than CDB, which seemed to be more comfortable (if
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not successful) with public sector entities and made only one
Lzan to the private secotar. it is noteworthy that the tnree nost
successful subprojects evaiuated (Eastern Caribbean Agencies,
Windward Island Tropical Flants. and Windward Isiands Aloe), are
all in the private sector; and that none ¢f the public sgecror
subprojects could be judged successes. Agribusiness, as a
productive enterprise requiring market responsiveness and a
flexible organization, probably requires a strong entrepreneurial

orientation. Although risk taking and entrepreneurship can be
encouraged by donor-funded projects, no entrepreneurs will be
created by them. In addition, most businessmen both inside the

Caribbean and outside, find the high risks associated with
agribusiness daunting. In this regard, the risk-sharing features
of the new HIAMP project may allow that project to succeed where
007 and 057 failed.

C. INSTITUTIONAL GOAL OF 007 AND Q57

Under the institutional goal, "to increase the capacities,
efficiency, and sustainability of institutions serving the
private sector in [Caribbean] countries,” the following purpose
elements can be found in the project papers of both 007 and 057
(although priorities and emphasis differ):

- To create financial institutions to meet unmet needs

~ To develop investment promotion institutions

- To create and strengthen support institutions for small and
medium sized industry :

1. Causal Paths

Both the 007 and the 057 projects were primarily designed to
create financial institutions to meet unmet needs. The 007
Project purpose is explicitly "to increase the capacity of the
CDB and LDC institutions to promote, develop, finance and
implement agribusiness and lebor-intensive enterprises which are
based on the local production and participation of small farmers
and the rural poor." The CDB, the DFCs, and LAAD were all in
existence as institutions prior to the agribusinese Project;
however, CDB and the DFCs had done very little, prior to 1977, to
meet the needs of agribusiness, and it was deemed necessary to
establish a specific pool of funds to serve agribusiness needs.
LAAD was already established in agribusiness financing, but its
work was all in Latin America, so the 057 Project was designed to
expand its activities into the Eastern Caribbean.

At the time the project papers were written (in 1977 and 1980,
respectively) it was felt that the lack of financing was a major
constraint to the development and expansion of both agribusiness
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and agri-ulture in geners:. Tne Tralest Loan “pErate ag
revolving runds, with repaymsnt <o J3AIL ¢ 2 LAAD over
per.ods ranging from iwenty to forty years. a interest ratées of
£~44. DFCs rece:ved 20 vy=ear loans ©rom CDB 3t 4%. Since most
sudb-projects had & repayvmenw period of under ten years (and many
under rive) and interest rates ranged from 8-13% for subprojects,
repayments could be recyc.=1 to support the agribusiness industry
Tor several project generations at least. Assuming that ail
funds are disbursed quickiy t¢ subproject borrowers, and that the
sub-loans perform well, the project loan funds, even after
repayment to USAID, should support agribusiness lending programs
indefinitely. in the process, the established institutions of
CDB, the DFCs and LAAD woulid build up their capabilities to
administer iines of credit, and serve and advise sub-borrowers in
the agritusiness sectur. As the End of Project Status for 007,
the Froject LogFrame specifies 'Rate of commitment for eligible
subprojects reaches 3.0 million/ year. HRate of disbursement for
eligible subprojects reaches $2.5 million per vear." The EOP3 for
057 speciries "LAAD strengthened institutionally by additional
staff and new orfice in Barbados."

Since there was minimal agribusiness activity in the Caribbean at
the time 007 and 057 were initiated, both project pspers
recognized the need for the implementing agencies, CDB and LAAD,
respectively, to act as investment promotion institutions in the
field of agribusiness. CDB was specifically charged with
developing and disseminating literature on 1its agribusiness
funds. The End of Project Status for 007 includes "A system of
subproject identirication and promotion established and
functioning effectively." The 057 project’s explicit purpose is
"to initiave and expand private agribusiness investments in the
Caribbean.”

The 007 project was also intended to promote support institutions
for small and medium sized business, broadly defined.
Specifically, the project was to encourage agribusiness
arrangements which included elements of: “contract buying,...
cooperative ownership, small farmer equity participation, and
enterprise services to small farmer suppliers.” The Dominica
Grapefruit Cooperative and the involvement of the St. Vincent
Sugar Industries, in their role of assisting small farmers apply
for credits, could fit under this rubric.

2. Evaluation Evidence

Neither 007 nor 057 should be described as successes under the
criterion of the institutional goal. Nor, however, should they
be entirely written off as failures, for at least some important
lessens have been learned. As a financial institution, LAAD had
an impressive record for agribusiness, but it was unable to
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achieve in the Eastern Caribbear what iz ¢]
in the Americas. Since 1940, LAAD has
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21 TinanTte To T
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(Eastern Caribb<an Agencies, Ltd. s, and ) moderately
successful, promising venture (Windward Islands Al &) The CLB
can count only one moderate success, Windward Islands Tropical
Plants. The DFCs have not ient to agribusiness (with the
exception of one poorly performing ioan extended by the Barbados
National Bank for hydroponic vegetable production), and have been
effectively restricted from lending for agribusiness.
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Judged by the performance of the loans the DrCs did make (mostly
farm improvement credits and agricultural production credits,
many with a high proportion of arrears), it is doubtful that many
of them are capable of administering agribusiness loans, as they
are not even doing well with agricultural loans. It appears that
as of December 31, 1986, most of the DFCs have only about half of
their loan funds outstanding in subloans within the approved
agricultural lending programs (which in most cases combine 007
resources, now recycling, with other funds), and arrears are
about 30% of the principal outstanding on the subloans. Although
most of the DFCs are repaying their 007 loans to CDB on schedule,
it is clear that in some cases, thne repayments are coming from
sources other than profits on subloans made under approved
programs. On the other hand Barbados National Bank and St. Lucia
Development Bank have managed some agribusiness lending, and
probably could do more with the 007 funds, given less restrictive
provisions. The SLDB has three agribusiness loans in its
portfolio, all of which were funded by sources other than 007.

The lack of success in the development of the Financial
Institution functions of the implementing agencies is inseparable
from their poor record as investment promotion institutions. As
has been noted in subsection A, above, neither 007 nor 057 came
close to fulfilling their mandate in terms of numbers of
agribusiness investments in the Eastern Caribbean, much less
successful agribusiness investments. LAAD, although it opened an
office in Barbados in 1981 to serve the Eastern Caribbean, closed
it again five years later. The establishment of a Barbados office
was considered by USAID us an indicator of the achievement of End
of Project Status in the 057 LogFrame.

The establishment of support institutions made very 1little
progress. The two institutions established with the DFCs to
supply input credits to small farmers - the Integrated Citrus
Development Project in Dominica and the Integrated Sugar
Rehabilitation Project in St. Vincent - have foundered or failed;
the former due to lack of interest on the part of citrus growers
(due primarily to the poor market for their product) and the
latter due to the failure of the larger sugar rehabilitation
pProject,
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The evaluaticn of the two agribusiness Projisnts with  respest to
the goals of RDO/C’'s larger private sector program, inaicates
that both must be judged qualified faiiures in the Eastern
Caribbean. Disappointments began with the difficuities 1in
finding potentiaily viable agribusiness ventures to finance, and
continued to plague most of the 1individual subprojects and DFC

toans rrom 1977 to the present. The projects cannot be judged
complete railures, because a few successrul or near-successful
agribusinesses were financed with project funds. Those

subprojects were those that had characteristics which could place
them near the borderiine as potential subjects Tfor commercial
(i.e., non-concessional) financing.

Conclusions, recommendations and lessons learned are presented in
the following chapter.
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VI. _CONCLUSION

A.  INTRODUCTION

This chapter is divided into five sections, of which this
Introduction is the first. Section B compares planned with
actual use of funds for the 007 and 057 projects. Section C
summarizes principal evaluation findings. Section D contains the
recommendations of the evaluation. Section E presents program
lessons learned.

B. ANTICIPATED AND ACTUAL UTILIZATION OF PROJECT FUNDS

This section compares uses of funds which were postulated at the
time the projects were designed with disbursements actually made.

1. Regional Agribusiness Development Proiect {007)
Anticipated Uses of Funds

The CDB Project Paper contemplated utilization of total funds of
$6.950 million, $450,000 of which were grant funds for adaptive
research, with the balance of $6.5 million to be used for
subproject equity and debt financing.

The $6.5 million loan and repayment terms were divided into pwd”

segments as follows:

(a) Funds available”for equityrfqunéinﬁﬁéf?sub;pfodectsi'
(Terms: 40 years, 10 year grace, . . - *, .
2% during grace - 3% thereafter) . - +$1,300,000

(b) . Funds to be used for or loan fingncihg[df‘suﬁfprojég@;:
(Terms: 30 years, 10 year grace, - nr"xl,'”' ’
2% during grace - 3% thereafter) 85,200,000

CDB was required to contribute a total of $260,000 . towards, costs
of. the program, $125,000 for enterprise technical "assistance and
$135,000 for administrative costs. ‘ '
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Actual Uses of Funds Compared
Exhibit I.2 in Chapter I above, provided details on a project-by-

project basis of funds utilization by CDB. . Summary tabulations
of disbursements of funds by the CDB are as follows:- ‘

RPO/C_Contribution

Grant Funding ~ $450,000

Eguity Fipancing - None- |

Loan Financing - | "
Private Sector Agribusiﬁesé Company o 254,009,l
Public Sector Agribusinéés Companies .;‘3,652.606’
Cooperatives | ' y'-ﬁﬁdhé—

DFCs (Primarily Farm Improvement Credits) . 2,393,000

«
.

$6,299,000
ibu toward cost 6f*;
implementing 007:

Preparation, Appraisal, Implementation. R

of Loans for sub-projects oL 0 .$163,473

Preparation, Appraisal, Implementation L

of Grant funds for research - 100,849

' 's264,322

CDB fully utilized the $450,000 grant. A list of eight adaptive
research studies funded under the Regional Agribusiness
Development Project is contained in Appendix D.

The CDB made no equity investments in any project. Although at
first glance, the 007 loan agreement appears to feature the
equity finance component, the more detailed description of the
project contained in Annex I to the 007 Loan Agreement describes
the use of equity financing essentially as a last resort to fund
a4 marginal project, or as a special mechanism intended to bring
about the earliest possible transfer of agribusiness equity
directly to small farmers. Given the very high risks to the
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providers of equity in such situstions. it iz not sSurprising T
CLUB in fact did not invest in sub-projects meeting the oriterp
for V07 equity investments. (See Recommendation 1 in 3eczicn o
this Chapter). '

13
or
Of the $6.3 million disbursed by CDB in the form e¢f loan
financing, only 4% was disbursed directly to the private sector
in connection with one project which has been fairly successtful.
No’ funds were disbursed to cooperatives (although CDB had planned

to lend about $600,000 to the Cooperative Citrus Growers
Association of Dominica. a plan which eventually fell through).

Almost 58% of CDB’s loan financing went to public sector sub-
projects. Of that portion, fully 60% represented financing for a
Project which failed, and at least two more, for another 20%,
apparently cannot service their loans out of their oWn revenues.
It appears that one of these two projects could be salvaged
through privatization. (See Recommendation 3 in Section D of this
Chapter. ) The fourth public sector project was not evaluated.
Almost 38% orf the 007 loan funds were disbursed to DFCs as loans
to support existing Farm Improvement Credit programs, a purpose
outside those described in the 007 project paper and loan
agreement. Of the DFC loan funds, it appears that only about half
were being utilized as sub-loans in the approved agricultural
lending programs (utilizing recycled 007 and other resources) as
of December 1986.

2. Aﬂ:ibnﬂmﬂxmﬂm.ﬁzgmmm~

Anticipated Uses of Funds

The LAAD loan paper for the Agribusiness Expansion Project had as
its stated purpose the initiation and expansion of private agri-
business investments in the Caribbean. Total loan funds of $6
million were authorized on terms of a 20 year repayment period
with five years grace and an interest rate of four percent.

A major intention of this loan was to make an existing agri-
business ICI, LAAD, stronger financially and institutionally.
This was to be accomplished by attracting additional private
capital into LAAD equal to the amount of the AID loan, i.e.
another $6 million. This private capital could be allocated $4
million for Central/South America and $2 million for Caribbean
sub-projects (see Exhibit I.1, above). In addition, the project
paper specified that LAAD would channel $7.3 million in reflows
from previous AID 1loans into the Caribbean. Therefore, the
Project was expected to draw at least $15.3 million into the
Caribbean for agribusiness ($6 million from USAID, $2 million in
Private capital, and $7.3 million in recycled funds from previous
AID-funded LAAD projects). In nddition, LAAD stated that based
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upon its past experience, the fact that private promoters were
also investors and that there would be other associated financing
(entrepreneurs’ resources and other loans), it could be
anticipated that total Project funding from all sources would
reach an estimated $18 million for the Caribbean.

Under the terms of the 057 project, AID authorized the use of up
.to $2 million of AID funds in non-English-speaking Caribbean
countries, and specifically designated $4 million for use in the
English speaking, Caribbean LDCs (which included RDO/C’s pPrimary
interest area of the OECS states and Barbados, as well as Belize,
the British Virgin Islands, the Cayman Islands, and the Turks and
Caicos).

Actual Uses of Funds Compared

The 057 Project paper contained a list of estimated "Sub-Project -

Demand” in the Caribbean, which can be summarized as follows, and
compared with actual provision of funds by LAAD:

PROJECTED DEMAND FUNDS ACTUAL vS.
AREA FOR LAAD FUNDS PROVIDEDx PROJECTED
($000) ($000) (%)

OECS + Barbados 3,895 1,080 (28)
Anguilla, Turks, Caicos x* K 365 N.A.
Belize, frin. & Tob. 4,400 2, TTO%%x%x (63)
Ha;ti, Dominican Rep. 8,210 2,955 (36)

TOTAL 16,505 7,170 (43)":‘

* LAAD Funds from all sources including 057, reflows of USAID
loans, and equity ' ~ ‘

*x Not projected

*%% No projects funded in Trinidad & Tobago

It should be noted that the projected total demand for funds to
be provided through LAAD ($16,505,000) was $1,205,000 higher than
the $15,300,000 that the Loan Paper anticipated that LAAD would
provide in the Caribbean. For the project as a whole, LAAD
provided 43% of the amounts projected in the demand forecast. It

fell furthest away from the Projections in Barbados and the OECS,
states (28%). It came closest in Belize (63% of the total for .

Belize and for Trinidad and Tobago), and reached 36% of the
Projecied totals in Haiti and the Dominican Republic.

Although LAAT . use of AID financing for the project as a whole
in the Caribbean (and even for the English-speaking LDCs)
represented 92% of the AID resources available under 057 (see
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Exhibit I.3), LAAD’s use of its own internal resotrces fell far
short of AID/Washington’s expectations as outlined in the project
paper ($2 million in LAAD new capital plus $7.3 million in
reflows from previous USAID loans to LAAD). LAAD provided less
than 17% of the $9.3 million indicated in the Projest Paper and
could not even place the full $2.0 million from new LAAD capital
resources as called for by USAID. Of the $1,542,000 of LAAD’s
own resources placed in the Caribbean, only 3% way invested in
RDO/C’s area of interest, and that amount only in on¢ project in
Barbados, which ultimately failed. LAAD placed nore of its own

money in the OECS. Details are presented in the following
tabulation.
TOTAL FUNDS 007 OTHER
PROVIDED FUNDS LAAD
THRU LAAD : RESOURCES
AREA (8000) (%) ($000) (%)f ($000) (%)
OECS + Barbados 1,080 (15) 1038 (18&) 42 (3)
Anguilla, Turks, Caicos 365 (5) 365 (€6) 0 ~=-
Belize 2,770 (39) 2150. (38) 620 (40)
Haiti, Dominican Rep. 2,955 (41) 2075 (37) 880 (57)
TOTAL 7,170 (100) 5528 (100) 1542 (100)

LAAD’s use of its own resources also contrasts significantly with
the breakdown of total project investments (which includes all
sources including local investors’ resources). Total Project
investment may be compared with use of LAAD internal funds as
follows.,

'Total Internal
Project LAAD
Investment Resources

($000) (%) (8000) (%)

OECS + Barbados (4 projects) 2,090 13 22 3
’Aﬁgyillg; Turks & Caicos (3) 1,190 ‘57 | - 0
Belize (9) ‘ 4,925 31 ' 620 40
Haiti, Dominican Repub. (11) 6,335 52 . 880 ':Sy
Total Project Funding 315:855’ 155;1 ‘fijg;; ”(1683
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Total project investments approached 90% of the $18.0 million
total anticipated from all sources for agribusiness in the
Caribbean. 0f the total ‘project funding/ investment of
$16,055,000, 51% <took place in the English speaking Caribbean,
and 13% took place in RDO/C’s area of interest.

If USAID thought the project would influence LAAD to place its
own resources in the OECS states, it was woefully mistaken. LAAD
succeeded in negotiating a sufficiently flexible geographical
mandate for itself such that it could and did avoid making very
large commitments in the Eastern Caribbean microstates.

C.  ASSESSMENT

1. Neither CDB nor LAAD succeeded in funding a significant
number of viable agribusiness enterprises in the OECS states.

CDB funded one moderately successful enterprise in the OECS
(Windward 1Island Tropical Plants, St. Lucia) in the amount of
$254,000. LAAD funded three projects in <the OECS. One of these
(Eastern Caribbean Agencies in St. Vincent, to which $600,000 of

057 funds were disbursed) has been very successful. One
(Windward Island Aloe in St. Vincent, to which $215,000 of 057
funds was disbursed), has been moderately successful. One

enterprise (St. Vincent Plastics in St. Vincent to which $35,000
was disbursed) has had a fire and may be considered to have
uncertain prospects. One of the three parastatal enterprises to
which CDB extended loans (Montserrat Sea Island Cotton, to which
$644,000 was lent) has been consistently showing losses, but has
a potential for success if restructured as a private enterprise,.
Figure VI.1 shows, for each 007/057 sub-project, 1986 indicators
of business performance and 1986 indicators of target group
benefits. Judged by the relatively narrow geographic standard of
their respective contributions to agribusiness development in the
OECS states, LAAD appears to have done a better job than CDB,
although neither the 007 project ncr the 057 project may be
Judged a success.

2. It 1is quite conceivable that the economic costs of the
007 project will exceed its economic benefits.

The evaluation team did not perform a retrospective cost-benefit
analysis of either Project. However, given the magnitude of the
resources which CDB placed in one parastatal which failed (St.
Vincent Sugar Industries, $2,207,000) and two which are
foundering (Carriacou Sheep, Grenada, $107,000; Montserrat Sea
Island Cotton, $644,000) and the uncertain or ephemeral character
of benefits from most other uses of project funds, it is possible
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that the project ultimately will show a negative rate of return,
UT the $3.8 million placed in agribusiness subpro:sat Lty <o8,
only one sub-project, the Windward Isiands Tropical Fiants, Ltd
(providing the equivalent of .about 75 full +time jobs), is
currently self-sustaining. The rest have either closed down, or
have been unabie to cover their operating costs. The assets in
which the St. Vincent Sugar Industries loan were placed appear to-

be idle and now largely valueless.

The $2.4 million of resources reprogrammed for small farmer
agricultural and farm improvement credit programs of the DF(C’'s
have not been fully utilized in CDB-approved programs after the
initial subloan disbursements. There is an indication that there
has been a substantial shortfall in demand for the reprogrammed
funds. Arrears on subloans in the agricultural lending programs
were about 30% as of 1986. Although some of the DFC loans may
have been put to good financial and economic uses other than
those originally intended, there is little evidence that the DF(
loans have contributed significantly to project objectives
(improving markets for small farmer production, reducing costs of
small farmer inputs, or generating rural employment).

Nine adaptive research studies were funded by CDB at a cost of
$450,000 in project funds. With the exception of a study
entitled "Fisheries UDevelopment - British Virgin Islands, " there
is no evidence that the studies undertaken contributed to any of
the 007 sub-projects studied by the evaluation team. It is
conceivable, however, that some of the studies made a
contribution to the agribusiness sector outside the ambit of the
007 project.

3. The expectation, articulated in the 007 project design, that
the availability of project funds would create markets for the
outputs of small farmers in the OECS states-- primarily by
creating food Processing industries catering to local and
regional markets-- now seems unwarranted on the basis of the
experience of both the 007 and the 057 projects,

The most successful agribusiness subprojects financed by 007 and
057 have been those exporting to market niches in the United
States and Europe. The least successful subproject was the only
one engaged in the processing of food for local consumption. Of
the three successful agribusiness subprojects supported by 007
and 057 in RDO/C’'s area of interest, only one has provided a
market for the outputs of small farmers.

4. The expectation, reflected in the designs of the 007 and 9057
Projects, that making medium to long term credit available to
businessmen on reasonable terms would release significant
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constraints to agribusiness development in the OECS states
appears to have proved unwarranted-- at least in the case of
loans made to larger enterprises. Covenants and other
restrictions applied to smaller agribusiness loans which were to
be made by the DFC’s under the 007 project effectively defeated
this portion of the 007 program, and prevented it from receiving
a fair test.

In their initial configurations, the two projects together made
available more than $12 million for financing agribusiness.
That so few agribusiness subprojects were financed in the QECS
states (seven wutilizing $4,065,000 ) and so few have successful
track records (three utilizing $1,072,000 in project funds)
suggests, either that other serious constraints should have been
addressed or that the fundamental agribusiness potentials of the
area are quite limited, at least for larger businesses.

Ironically, the 007 project never gave the DFC’'s a fair chance to
.demonstrate their capacities to make agribusiness loans to
smaller enterprises. The slightly concessionary conditions
applied to the terms of 007 1loans to agribusinesses supposed to
flow through DFCs were more than counterbalanced by the
cumulative effects of restrictions on these loans applied by
USAID and CDB.

Designed into the project were numerous criteria, conditions, and
restrictions. Subprojects which were justified primarily on the
basis of employment generating capacity were required to have a
capital/ employment ratio under $7,500 (later raised to $10,000).
Subprojects which tended to benefit large farmers as well as
small ones were supposed to ensure that over half their benefits
would go to small farmers; and if there was any doubt, the
subprojects would be required to make special provision for
active small farmer participation. Sub-loans could not be used
for the purchase of land or existing buildings, nor to provide
Wworking capital (except where required for start-up operations),
refinancing, or equity investments. When the CDB began to extend
lines of credit to the national DFCs (for sub-loans of up to
$100,000), RDO/C insisted on the establishment of a net worth
ceiling on the borrower (ranging from US $56,000 in most of the
OECS to US$75,000 in Barbados), which would apply to all
individual borrowers (including spouse) and, in some cases, any
member of a borrowing company or corporation. USAID insisted on
those terms and conditions, (including, informally, the "net
worth"” criteria) apparently to be absolutely sure that funds
reached the intended benoficiaries, even if such restrictions
precluded the success of the project. One observer has described
this phenomenon as "Death by Covenant."
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D.. RECOMMENDATIONS

1.- RDO/C and CDB should reconcile their agribusiness ‘finsncing
program objectives for the OECS with their respective
institutional attitudes toward risk. : ‘

Financing agribusiness in the UECS states is not a field for the
fearful. Agribusiness is risky business, particularly on small
islands with weather, water and soil problems. Careful and
judicious policies have an important place in the field of
development finance, but they are not really congruent with
achieving bold objectives developed in the face of previously
intransigent constraints. Where collaborative undertakings
between two cautious institutions are involved, protective
devices affecting subprojects easily can proliferate in response
to real or fancied dangers. Under such circumstances, each
institution needs to be realistic about how much sarety it really
requires. If institutional requirements for safety basically
preclude commitments to hazardous ventures, and the achievenent
of program objectives require commitment to such ventures, then
either the safety requirements or the program objectives must be
changed.

The designers of the 007 project recognized the difficulties of
creating financiaily self-sustaining nontraditional agri-
businesses in the OECS states. However, the project design did
not squarely face the problem of risk. The project did indeed
permit the CDB to devote up to $1.3 million of the AID loan to
equity financing, which was to be used to sweeten marginal
situations and accomplish a certain amount of social engineering.
However, USAID's financial position was protected by its status
as a creditor. In effect, RDO/C was saying to a regional
development banking institution with a history of solid but
largely traditional achievement: "Let’s you take an equity risk
on the chanciest aspects of agribusiness in the OECS states,” a
type. of activity that was both perilous and new to CDB. In
retrospect, it does not seem surprising that CDB made no equity
investment of any kind. Nor is it surprising that CDB did not
greatly increase its exposure profile in making a few direct
subloans to relatively large agribusiness enterprises. The
limited number of credits which it did extend to agribusiness
subprojects were to three parastatal enterprises backed by
governments (which in turn have traditionally been sustained by
donors) and to one enterprise owned and managed by very well-
connected and substantial private interests. Subsequent events
demonstrated that, in giving the bulk of its enterprise loans to
parastatals, the CDB in fact chose its own financial security
(government guarantees) over efficiency in the marketplace.
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A suvstantial portion of (U7 funds wers eventua.ly d=aqiozated o
in2tituticnally “safe DFC  small farmer iend:ng Frigdrams-- an
&rea 1n wnich probiems in loan seiection and administrutisn worlld
be sub2rect to much less potentizi eritioism tnan  in jenaing to
enterprices. The intention of the uUQ7 project A<sidgn to deve_op
the capacity of DFCs to Tinance agribusiness and employment
g¢nerating enterprises (as opposed to smali farm enterprises, the
responsibility of the =arliier (J8 project) was defeated before
the activity got unaerway. The cumuiative effects of U3AID and
CDB restrictions and covenants made achievement of this project
objective impossible.

In extending the 057 loan to LAAD. USAID hoped that substantial
resources would be put into the OECS states, but the loan terms
were structured in such a way that LAAD could invest most of
resources i1n countries with fewer fundamentsl limitations to
agribusiness than those present 1in the OECS states-- and indeed
it did. The performance of the enterprises which LAAD financed
in the OECS was better than that of CDB. But LAAD's program in
the OECS was basically a failure for lack of sufficient volume,
and LAAD closed its regional office. Once again, RDO/C’s project
design basically said, "Let's you take a risk on agribusiness in
the OECS." LAAD chose to take most of its risk elsewhere.

It has been argued by some observers that the lesson of the LAAD
Project is that there does not exist in the OQECS states a
sufficient coterie of entrepreneurs who are willing and able to
make agribusiness investments: that the problem lies as much in
the area of human resources as in the physical characteristics of
the region. It was not so much that LAAD was unwilling to

undertake risks in the OECS-- 80 the argument goes-- it was
rather that there were not many local businessmen who wished to
take the plunge -- and that those few venturers who did have the

needed combination of resources and enterprise were not willing
to share ownership with outside investors. RDO/C’'s High Impact
Agricultural Marketing and Production Project (HIAMP), currently
in its start-up phase, will put such contentions much more
rigorously to the test than did LAAD.

2. The High impact Agricultural Marketing and Production
Project (HIAMP), should be carefully monitored and regularly
evaluated for provject rerformance, achievement, and impact. RDO/C
should give HIAMP fi1ll support during =he critically important
early stages of the project.

HIAMP was in its early stages of implementation at the time the
LBII evaluation team examined the agribusiness projects
undertaken by CDB and by LAAD. Neither assessment of HIAMP’s
project design, nor its early progress was within the Scope of
Work of the LBII evaluation team. RDO/C did ask, however, that
the team identify portents in the histories of the CDB and LAAD
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projects that could have particular applicatinn =o The future of
HIAMP, / ¥ ’

The records of the preceaing agribusiness projects cleariy
indicate that HIAMP project evaluations should not he deferred as
they were 1n the csse of CDBE and LAAD. Three key questions
should regularly be addressed in the course of quarterly project
reviews as well as 1n evaluations:

a. Is RDO/C giving project management the support it needs,
Particularly during the ceritical early stages of the activity?

The history of the 007 project suggests that the
responsible parties, RDO/C and CDB, shied away from the
riskier and more innovative aspects of the project
(including equity .nvestments and direct loans to
privately owned enterprises which could, theoretically,
declare bankruptcy) from the outset. Is RDO/C’s sense
of commitment <to HIAMP strong enocugh and its tolerance
of risk high enough so that RDO/C will be able to
provide needed support to the project when and if the
going gets really tough?

b. Will enough investors come forward to invest in new or
expanded agribusiness activity to Justify the magnitude of the
resources programmed for the project?

The experience of 007 and 057 suggests that the scope
for agribusiness investment in the Eastern Caribbean
may be quite limited. Although HIAMP may be better
designed and staffed to make optimal use of those
opportunities which do exist, its potentials may be of
a much lower order of magnitude than anticipated in the
pProject design.

c. Will HIAMP hold to an approach in which private investors.
control subprojects and bear the larger share of equity risks?

If it is true that local OECS agribusiness investors
are few in number and unwilling to share control with
outsiders (one interpretation of the LAAD’s results in
the area), pressures to show project accomplishment and
to move RDO/C funds could result in the "parasta-
talization” of HIAMP in a number of subtle and not-so-
subtle ways. An analogous "reversion to type" took
place in the 007 project as pressures to move money
produced a throw-back to the earlier 006 small farmer
loan project financed through CDB by RDO/C. A basic
premise of USAID’s support for the private sector is
that when ventures are controlled by businessmen and
the largest share of risks are borne by them, the
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likelihood of suceeszful outcomes is greater Than when
control and risk ii=s with governmaenta, inssrumsr-
" talities. It will be advisable for proais= ot revisws b

we T
analyze arrangem=nts made hy HIAMPF with a keen SYe. 35
to how subprozect control and risk :in antuality is
distriobuted petween the private and pubiic sectors.

3. 7he Montserrat Sea Island Cotton Project should be
restructured for privatization or closed down.

According to the current company manager, the prospects for the
Montserrat Sea Island Cotton Company to achieve financial
viability in hand weaving of Sea Island cotton are negligible.
The concept of an "integrated industry” with Sea Island cotton
and local hand weaving should be abandoned. Hand weaving of
cotton products can proceed with other strains of cotton,
purchased locally or imported, depending on which offers the
lowest price. Sea Island Cotton should be sold for the highest
possible price on any market. A Sea Island Cotton Industry might
be feasibly built up on a step-by-step basis, with the initiation
of each new step contingent upon commercial viability.

4. The Carriacou Sheep Project should be restructured or closed
down.

As currently designed and staffed, the Carriacou sheep project is
generating very little income and yielding &almost no benefits.
The project manager and the local Agricultural Officer have both
petitioned the Ministry of Agriculture in Grenada to either take
Steps to improve the project (which would require fresh funds) or
terminate the project. Although the official decision of the
Government of Grenada was to continue with the project, no action
has yet been taken to improve the project. Project performance
has lagged very far behind projections, and- even with the sale
of assets--the project has continued to show a substantial
negative cash flow.

5. RDO/C and/or other institutions should publicize the private
sector successes which CDB and LAAD financing have supported in
the OECS states, giving particular emphasis to the achievements
of Caribbean entrepreneurs.

Recognition of entrepreneurial success in the agribusiness area
can have the effect of encouraging other local businessmen to
start new agribusiness ventures. RDO/C, LAAD, CDB, and perhaps
local business associations should collaborate on appropriate
publicity and/or awards. While the importance of development
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Tinancing should bte recogrized in such “publicity. the foo
such publicity should be on the Success oI the owners and

managers of the assisted enterprises. Eastern cCaribosan
Agencies, Ltd.. is particularly deserving of recogniticn on the
basis of 1its performance to¢ date. Windward [sland Trepical

Flants and Windward 1Islands Aloe may be candidates for such
recognition in the near future if their performance continues to

improve.

8. Project officers and 1loan approval committees should work
closely with potential sub-borrowers to devise a realistic set of
targets against which sub-project performance can be measured.
While target inflation may be an inherent aspect of project and
sub-project proposals, post-approval targets should be set
realistically, giving due regard to typical degrees of
agribusiness risk and the cost of that risk.

All the sub-projects evaluated had difficulty meeting the targets
set for them at the time of the pre-funding analysis. In most
cases, the shortfall had less to do with the capabilities of the
implementors, and much more to do with inflated forecasts (see
Appendix B). The problem of inflated forecasts has plagued many
RDO/C private sector Projects, and 1is clearly related to the
"selling job" required for donor funding. A retrospective
assessment indicates that "sensitivity analyses" of anticipated
subproject rates of return usually failed to encompass the range
of fluctuation in prices and outputs that are characteristic of
agribusiness. Embedded in the sophisticated veneer of subproject
appraisals have been some credulous assumptions concerning the
predictability of prices and costs, and concerning the magnitudes
of the risks associated with agribusiness projects. The
appraisals lack a fundamental sense of reality, and an
understanding of the dangers and opportunities for investors--
and for every institution associated with the agribusiness
financing process.

E. 'WESS.QNS_LEM

1. Those agribusiness subprojects which had the highest levels of
commercial viability also provided the most significant and
sustained benefits to the economies of their nations. Those
subprojects which were not commercially viable have provided
disappointingly few economic benefits. ¢

On the basis of the evaluation evidence, it is clear that those
agribusiness ventures financed by 007/057 which have been
commercially viable are also those which have provided the sought
for economic benefits in the form of employment, exports, and
increasing the standards of living of the poor. Those
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agribusinesses wnich have not been commer-iaily wviable have not
‘been able to deliver significant benerits to the target Jroup
(Refer to Exhibit VI.1, above). The most commerciaiiv successtul
project has been the largest purchaser from small farmers. The
creators of the largest amounts of employment are the three most
commercially successful projects. The commercially successful
subprojects have provided the highest levels of quantifiable
benefits to intended project beneficiaries.

2. Privately owned agribusiness projects have bean distinctly
more successful than government-owned projects, but some of the
private projects reviewed in this evaluation have experienced
financial difficulties.

The three most successful projects examined during the evaluation
were all privately owned. None of the public sector subprojects
could be described as successful. LAAD was more private-sector
oriented than CDB, which may help to account for their relatively
higher success rate in agribusiness, although they, too found it
difficult to find viable projects in the Eastern Caribbean. It
appears that CDB was hampered in part by its public sector
outlook, which, in combination with the onerous USAID loan
conditions, led CDB’s loan officers to avoid the private sector
almost completely.

3. Loans to parastatal enterprises covered by Government
guarantees cannot be assumed to be ultimately "safe” loans.

The CDB placed $3.0 million in three parastatal agribusinesses,
none of which demonstrated self-sufficiency. The responsible
governments are repaying their loans to CDB, and CDB is repaying
its loan to USAID. However, the productive resources in which
the loans have been invested, have been underemployed or
dissipated. One failed and was closed, and the other two would
require major restructuring and new resources in order to achieve
viability. In the end, the loans must be repaid. Wasted resources
must be paid for by the economies of <the nations whose govern-
ments guaranteed the loans and/or by those donors (including
USAID) who continue to provide assistance to the economies of
these countries.

4. The most successful agribusiness sub-projects in the Eastern
Caribbean under 007/057 have all been exporting products to
market niches in industrialized countries.

The successful - projects among the two portfolios were all
oriented toward an export market niche. A “niche" requires only
a modest scale of inputs: Windward Island Aloe produces on about
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oL ¥ 2 acres,

7 acres, Windward ‘isiand Tropicai Flants praduces on
and Eastern Caribbean Agencies colilects production Trom roughly
10U0 - 2000 acres of mostiy smail plots {averaging about two
acres cach) scattered through St. Vincent, 5t. Lucia, Barbados.
and Jamaica. The export markets of North America and Europe
provide a scope which is larger by many orders of magnitude than
the markets of the tastern Caribbean. The potential promise ot
the Montserrat Sea Island Cotton Company, too, lies in Just such

a niche in the export market.
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AFTERWARD

This evaluation report of two agribusiness projects, the Regional
Agribusiness Development Project (538-T-007) implemented by the
Caribbean Development Bank and the Agribusiness Expansion project
(538-0057), implemented by the Latin American Agribusiness
Development Corporation, has been commissioned by the funding
agency, USAID RDO/C. The evaluation report has been written to
refect the concerns, interests, and perspectives of RDO/C, which
differ in some ways from the concerns, interests, and perspec-
tives of the implementing organizations. A major theme of this
evaluation report is the divergence between the primary project
purposes (considered from the point of view of RDO/C), and some
of the activities undertaken during implementation of the
projects. The primary purposes of both agribusiness projects,
from the point of view of RDO/C, were: 1) to improve the markets
for small farmer production (an earlier project, the Integrated
Agriculture Development Project, 538-T-006, was designed to
promote small farmer output), 2) to lower the costs of production
for small farmers, or otherwise to strengthen the linkages
between small farmer agriculture and other sectors of the
economy; or 3) to invest in labor intensive enterprises (not
necessarily “agribusiness") which would "increase employment
opportunities for rural workers."” The overiding goal of both
projects was to increase the standard of living of the rural poor
in the Caribbean.

It appears that the constraints on the potential for agribusiness
expansion in the Eastern Caribbean were well understood by RDO/C
and by the two organizations chosen to implement the projects at
the time the project agreements weras negotiated. Substantial
latitude and flexibility in terms of geography and types of
lending activity were in fact incorporated into both project
agreements. During the course of project implementation, both
implementing organizations made considerable use of the latitude
available tc them. 1In the end, however, neither CDE nor LAAD,
nor both together for that matter, had been able to find and
finance a substantial number of agribusiness enterprises in the
Eastern Caribbean.

The focus of the two projects on innovative agribusiness develop-
ment in the Eastern Caribbean was significantly blurred by the
use of legal and administrative flexibility. Many of the DFC
subloans made under 007 stretched the concept of “labor intensive
enterprise” to the point where this ostensibly innovative project
was using a substantial portion of its funds for purposes that
were virtually identical to those which RDO/C had funded under
its previous project with CDB. From the point of view of the
implementing organization, however, this type of critique may
appear to represent unmerited criticism of its decisions and
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activities, especially since RDO/C agreed with CDB's Judgement
and explicitly approved several of the specific lending programs
proposed (in accordance with project requirements). The evalua-
tion team wishes to affirm that findings and conclusions of this
report are not intended to question the legality or prudence of
the administrative procedures followed by the implementing
organizations.
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APPENDIX A
I. EVALUATION SCOPE OF WORK
A. PURPOSE OF EVALUATION

1. To determine the success of both projects in achieving the
established goals which were to increase the incomes of the
small farmer and the rural poor (T-0007) and to improve the
standard of living of the Caribbean poor (0057).

2. To assess the effectiveness of two intermediate credit
institutions (ICIs) in accomplishing the purposes of the
projects which were to increase the capacity of the
Caribbean Development Bank and LDC institutions to promote,
develop, finance and implement agribusiness and labor
intensive enterprises which are based on the 1local
production and participation of small farmers and the rural
poor (T-0007) and to initiate and expand private
agribusiness investmerts in the Caribbean (0057).

3. To analyze stated proyram and project objectives and measure
the impact of the activities of the two ICIs in meeting
those objectives and in making a contribution to the
development of LDCs in the Caribbean. For purposes of this
Evaluation that shall include the nine states of Anguilla,
Antigua-Barbuda, Barbacdos, Dominica, Grenada, Montserrat,
St. Kitts-Nevis, St. Lucia and St. Vincent.

4, To identify lessons learned and make recommendations
concerning the direction of policies related to both ongoing
and future assistance by AID in agribusiness devel opment
through ICIs and other programs, with particular reference
to the LDCs of the Caribbean.

B. OF TH UATI

The focus of the evaluation will be the analysins of project/
program achievements, an assessment of the performance of the two
ICIs, and an impact analysis of sub-loans and investments of the
ICIs.

A second focus will be a critical examination of the causes for
the obvious short-fall in project sub-loans by both ICIs compared
to projected activity and loan demand at the time both projects
commenced in 1977 and 1980.



A third focus will be on a comparative analysis of the business
and commercial needs and practices of the ICIs on the one hand
and the business and commercial needs and practices of the
private sector in the LDCs on the other hand. Relative to ICIs
operations, a critical analysis will be made as to the effect of
AID 1loan provisions, money market conditions, the possible
conflict between AID developmental objectives and ICIs financial
and profitability requirements, and such other factors that will
help explain the lag and ultimate deficiency in the full
implementation of both projects.

A fourth focus will be on analysis of the data and information
obtained in the above process and suggest ways to remove possible
constraints and obstacles to ICI activity and make their activity
more responsive to AID’'s developmental objectives in genearal and
the development and enhancement of private sector agribusiness
activities in particular as a force in achieving broader
development goals in the Caribbean.

C. PRINCIPAL. _EVALUATION TASKS

Principal evaluation tasks will included the following:-

1. Prepare detailed impact evaluations on nine (9) sub-projects
financed by tne ICls. This is the total number
preliminarily identified as having been implemented during
the life of the projects, which had combined funds available
of $12.5 million.

2. A critical analysis of the disparity between 1. above and
the potential forty-eight (48) projects with a combined
estimated demand for funding of $6.9 million identified at
the time of project authorizations. These estimates were
listed as jindicators of total potential agribusiness funding
in the LDCs.

3. Evaluation of the factors present in the LDCs which might
explain the slow pace of agribusiness devel opment.
Possibilities to be explored and examined are:

(a) physical constraints

(b) business and commercial practices "

(c) adequacy of crop production and facilities to support
non—-traditional agribusiness development.

(d) evaluate presence of required entrepreneurial
capability and incentive to embark upon new ventures.
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D.

Examine the operations of both ICIs with a critical review
of the internal resources, staff time and overall dedication
of organization effort which were applied to the admittedly
difficult task of promoting and developing agribusiness
ventures in the LDCs.

Prepare a concise general economic analysis with specific
emphasis on agriculture and agribusiness of the nine (9)
LDCs as background against which to assess the impact of
economic constraints on project implementation.

Document the final utilization and disposition of funding
provided by AID to both ICI's,

Evaluate the initial selection of these two ICIs as
appropriate vehicles to accomplish the developmental goals
and purposes formulated by AID at the time the projects were
authorized. Relevant here is the public sector character of
the one institution (CDB) and a private result-oriented
institution (LAAD) with an eye on ine bottom line and the
production of financial results for its Board of Directors
and shareholders

Examine the possible conflicts and obstacles to effective
project implementation created by conditions and covenants
imposed by AID at the time of project authorization which
might have affected institutional effectiveness and
flexibility in meeting the esatablished goals and purposes,

METHODOL.OGY

LBII will prepare an Evaluation Schedule and Work Plan which will
be submitted for AID's clearance on or about February 4, 1987.
The schedule will cover the period through February 27th which is
the completion date of the Evaluation and the date upon which the
Evaluation Report will be submitted.

Preliminarily, the Work Plan will include the following: -

1.

2.

Meetings in Barbados with officers and staff of the
Caribbean Development Bank.

Meetings with Robert L. Ross, President of LAAD, head-
quartered in Coral Gables, Florida, and J. Hunter Martin,
Vice-President, head-quartered in the Dominican Republic.
It is hoped that Ross’ travel plans will permit a four party
meeting in Santo Domingo between Ross, Martin and the
Evaluation Team. Due to his involvement with the loan
negotiation in 1980, but more importantly his position as
Chief Executive Officer, it is felt that only Ross within
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LAAD can effectively address the Team’'s questions concerning
ICI borrawing, lending, equity capital and money market
issues as those issues affect the attainment of AID's
development objectives using IC! as one conduit.

Visits to recipients of financing and project sites of the
sub-project equity or loan investments made by both ICls.
The purpose of these visits will be to make individual
project impact studies.

Solicitation of fact:ual data from each ICI regarding: -

(a) Screening Information Forms, including an Evaluation of
Project Impact on target groups, which were submitted
at application time for each project financed by the
ICI, whether a success or failure.

(b) A comparative analysis of the projected demand for
agribusiness loans as per Project Papers dated 1977 and
1980 versus actual performance as at 12/31/86. of
particular interest will be a project-by-project
tabulation as to final action taken by the ICls on the
joint 1976 Caribbean Development Bank/USDA study team
identification of twenty-seven (27) potential
investments in seven (7) countries (that team did not
include Antigua-Barbuda or Barbados in their joint
study). CDB had previously identified four (4) other
projects in Barbados which will be included in this
analysis making a total of thirty-one (31) ventures
with a potential demand for $2.9 million of sub-project
financing.

The Project Paper on LAAD (0057) identified seventeen
(17) potential investments with an estimated demand of
$3.9 million of sub-project financing.

(c) Itemization of the ultimate uses, including any de-
obligations, of the total $6.5 million of loan funds
and $4350,000 of grant funds made available to CDB (T-
0007) and $6.0 million made available to LAAD (0057).

(d) Meetings with the staff of HIAMP in Barbados following
a review of their analyses and data. That $40 million,
S year project has a direct relationship to and is
apparently the successor to the T-0007 and 0057
projects of 1977 and 1980.
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E.

‘ EVALUKTIDN REPORT FORMAT

1

The evaluation report will contain:

1.

2.

3.

An Executive Summary covering the purpose of the evaluation,
the methodology used, findings, conclusions and recommen-
dations. It will also include comments on development
impact and lessons learned. It will be complete enough so
that the reader can understand the evaluation without having
to read the entire document, that is, the summary will stand
on its own as a self-contained document.

A copy of this Scope of Work. Any deviation from the Scope
will be explained.

A listing of the evaluation team, ~including country
personnel, each person‘s field of expertise and the role
which each played on the team. C

A clear presentation of the evaluation recommendations, in a
separate section of the report, so that the reader can
easily locate them.

A discussion of previous evaluations reviewed with a brief
discussion of the conclusions and recommendations made in
earlier reports. The evaluators will briefly discuss what
use was made of previous evaluations in their review of the
praject.

A separate section on the develocpment impact of the project.
This section will clearly present the development benefits
resulting from the project.

The project’s lessons learned will be clearly presented.
These will describe the causal relationship factors that
proved critical tc project success or failure, including
necessary political, social and bureaucratic pre-conditions
within the host countries and USAID. There will also be a
discussion of the techniques or approaches which proved most

. effective or had to be changed and why. Lessons relating to

replicability and sustainability will be discussed.



II.

A. PROGRAM GOALS

OUTLINE OF "GENERIC SCOPE GF NDhK"_

1. Econamic Development Goal:

Toa increase the contributions of privately owned business
establishments and the institutions which sarve them to
employment, production, productivity,net foreign exchange
®arnings, and/or improved standards of living in aspecific

Caribbean countries.

To

2. Policy Goal:

improve the climate for

(not applicable to Agribusiness)

private iﬁvestment and expanded

international trade in these countries.

To increase the
institutions serving the private sector

Institutional Goal:

capacities,

efficiency, and sustainability of
in these countries.

B. PROJECT PURPOSE ELEMENTS

(Intended results which contribute to the program goal)

1.
2.
3.
4.
5.
é.
7.
8.
9.
10.
11,
12.
13.
14.
15.
16.
17.
18.
19.
20.

Ta
To
To
To
To
To
To
To
To
To
To
Ta
To
To
To
To
To
To
To
To

attract

foreign investment

encourage local investment

develop
provide
provide
provide
provide
praovide
provide

land for industrial and commercial uses
factory buildings

long term financing for businesses
shart term financing for businesses
{fi:.ancing for housing

financing for consumer durables

other consumer credit

create financial institutions to serve unaet needs

improve
improve
improve
improve
improve
improve
improve
develop
develop
improve

business management skills

management systems

record keeping and accounting skills
skills of supervisors

labor relations skills

marketing skills

skills of laborers and cffice workers
investment promotion skills
investment promotion institutions
production methods

A-6
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21.
22.
23.

24,
25.

26.

27.

29.

30.
31.
32.

33.

34.

. 38.

- 36.

37.

38.

' 39.

. 40,

41.
42.
‘3.
44.

To introduce new technology
To identify and tap new markets

To improve service or reduce costs of pdblic

infrastructure utilized by productive activities

To encourage risk-taking and entrepreneurship o
To encourage reliance competition and market mechanisms
of resource allocatian

To divest state-owned enterprises

To replace government force account activities with
government contracting

To establish ground rules under which enterprises and
cooperatives can «compete with government parastatals
and force account activities on the basis of
efficiency

To adopt tax structures which encourage private
initiative

To reduce the burdens of import and export controls and

other forms of regulation of the business community

To improve labor-management relations

To reduce distortions of market forces in international

trade

To develop infant industries

To foster regional economic integration. (increase

market size and access)

To integrate the efforts of members of the business

community to improve conditions of doing business

To create and attract membership to business

associations

To broaden the constituency of business associations3a.

To encourage dialogue heiween government and business

on matters of mutual interest

To promote the purposes and programs of the business

organizations among the public at large

To convey to policy makers an understanding of the

decision-criimria of foreign investors

To create or change government policies

To create or change legislation

To create or change government procedures and practices

To reduce imports

To promote exports



C. PROJEET OUTPUTS

(Qutputs to be related to individual purposes)

1.
2.

3.

19.

20.
21.
22.

Technical Assistance Tasks Completed

Promotional materials distributed

Trade shows attended

Prospects followed up

Visits made

Financing Drawn Down by End Users

Persons Trained

Manuals Prepared

Institutions in Place and Providing Dutputl

License agreements made

Public Infrastructure Projects Services Provxdcd

New ventures undertaken ‘
Representations made to government afficxals and
legislators .
Divestiture plans prepared

Contracting procedur:zs written

Policy studies completed

Labor-management conferences held

Relationships with decision-makers establxshed
Memberships on policy-making bodies and 'ldvzsnry
committees held ‘ ‘
Recommendations on legislation, regulatians,g<and
procedures made o
Media message circulation achieved

Equity investments .

Technology studies completed



D. PROJECT INPUTS :

(AID inputs, Other Doho(f'iﬁbuts,| and inpuﬁsg'brdVidéa by
recipient institutions and individuals to be shown separately)

1.

r )

3.
4.
e
6.
7.
B.

Funding

AID to CDB (007) $5.2 million for loan financing
¥$¥1.3 million for equity financing

$450,000 grant for adaptive
research ' -

AIDKto LAAD (058) $4.0 million of  total $6.0 to be
L used for Caribbean sub-praiects.

I

CDB (under 007) $260,000 of Technical Assistance to
G ) Enterprises
LAAD (under 058) $2.0 million of total $6.0 aof new

commercial banks - AID matching
funds to be used for Caribbean sub-
projects

$7.3 wmwillion of internal LAAD
resources some of which was to be
used for Caribbean sub-projects.

In-kind contributions
Policies

Planning

Project Management
Recrui tment

Client interaction
Consultant support

g

«+)
!
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E. CHANGES IN OTHER FACTORS

1. Macro-economic conditions in host couhtridp;'and‘in:
countries which constitute their principal’’ axport
markets and/or sources of supply.

2, Social, political and economic conditions as perceived
by the target group. .

3. Scale of problems addressed in comparison with scale of
resources devoted to praoblem solution.

4, Market conditions and technological trends in specific
key industries and industry segments prevailing
worldwide or in particular export markets.

S. Government-policies external to those which are the.
subject of the program.

A - 10.
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APPENDIX B

§U§PRDJECT STANDARDIZED ANALYSES
B.1 MONTSERRAT SEA_ ISL.AND COTTON COMPANY, LTD

Project: Montserrat Sea Island Cotton Company, Ltd.
Plymouth, Montserrat

Parsonnel: Patrick B. Walker, Managing Director
ICI: " cDB
Information: Interviews with Managing Director, CDB fea51b111ty

study, CDB financial records . o
Amount. uUS$644,000 Date: 08/80

Credit Terms: 11 years including 3 years grace. Principal
repayment in sixteen equal semi-annual
installments. Interest rate to the government of
Montserrat of 47 per annum; 9.5% per annum for
MSIC, with the governments interest earnings to
support the industry.

Purpose: The project ambraces the cultivatiaon and
harvesting, ginning, spinning, and hand-weaving of
West Indian sea-island cotton for the production
of high-quality items such as stoles, skirt
lengths, table cloths, and clutch bags. The
products to be sold in the tourist markets of the
Caribbean. 007 Loan used to purchase equipment and
renovate factory (see Exhibit B.l.a). Total
investment: $858,000.

Projg:t Impact: a) expected at loan application -

It was anticipated that the project would create a
substantial number of new jobs (234 man-years by
19853), a substantial number of which would be
taken by rural workers (see Exhibit B.1.b); and
would achieve a capital 1labor ratio of less than
$6,000 per job.

At the time of the review of suitability of the
project for financing, it was estimated that by
the time the project was fully developed, total
assets would amount to EC$3,000,000 and annual

B-1
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sales would reach EC$2,383,500, including foreign
exchange earnings of EC$2,000,000 per year (see
Exhibit B.1l.c).

At the time of the loan appraisal, retail sales
from the pilot project in Montserrat were
averaging some EC$4,000 per month. Fifteen
retailers in Antigua, Barbados, and St. Lucia were
shown samples and "based on their reaction, it is
estimated that initial orders totalling
approximately [ECI$200,000 will be forthcoming..."
Based on the initial sales reaction, the interest
of one Barbados commission agent and statistics on
tourist expenditures on handicrafts and souvenirs
in the region, the following sales projections
were made for Project Years 1-4:

(EC$°'000)
1981 Initial orders - Ant., B‘dos, St.Lucia 200.00
- Montserrat sales S50.00
1982 Full orders including LDCs and Trin&Tob 750.00
1983 207 increase on PY2 + additional export
sales - Jamaica, USVI and Bahamas 1,350.00
1984 20% increase in sales to Barbados, T&T
and the LDCs + matching exports to
Jamaica, USVI and Bahamas 2,160.00
1985 10%Z increase on PY 4 2,376.00

MSIC expected to gin 114,000 lbs of ssed cotton
per year, to spin 20,000 1bs of lint by year 2 and
a greater amount by year 3, and to have 120 hand
looms in operation.

The major risks were expected in the cotton
cultivation stage, particularly in finding labor.
MSIC proposed to offer an incentive scheme for
agricultural labor, which would enable the workers
to earn more than twice the current standard daily
agricultural wage in Montserrat.

Project Impact: b) As of December 31, 1986 -

1986 employment includes 17 weavers (the number
was 30 in 19833 and 14 in 1985) and 22 other
factory and administro<ive personnel. Payroll for
1986 totaled EC$245,700 (=US$91,000) (see Exhibit
B.1.d).

V772
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Cred. History:

Comments from
Other Reports:

MSIC has produced no cotton on its own lands for
two years; but purchased 4000 1lbs of unginned
cotton from 30 farmers in 1986, paying EC$3.00 per
pound. In 1985, they purchased 4500 lbs <from 25-
30 farmers, and in 1983 and 1984, they purchased
5000 - 5500 from about 35 farmers, paying EC$2.00
per pound.

Gross sales climbed from EC$150,700 in 1981/82 to
EC$325,900 in 1984/85. They dipped to EC$278,400
in 1985/86, and are estimated by the Managing
Director to total EC#$333,210 in 1984/87.

Began as hand-weaving cottage industry with
imported cotton vyarn with sales of EC$4,000 per
monthi export sales of ginned lint in the range of
16,500 to 64,200 1lbs annual during 1974/5 - 1978/9
crop years, earning EC$89,000 -~ 215,000,
(US$33,000 - 80,000).

In arrears for $201,250.00 of principle (there
have been no principal payments made), $20,118.39
of interest; charged $6,284.20 interest on overdue
amounts. Company has requested rescheduling of
principle - no decision yet from CDB.

None.


http:6,284.20
http:20,118.39
http:201,250.00

Exhibit B.1l,a.
Montserrat Sea Island Cotton Company

PROPOSED INVESTMENT AND FINANCING

gc ($'000)
investment ltems -+ | Equity| CDD Loan | Total .
1/ | "
Existing Equlpment™ y ; :.z’ofo - 21079
Pt prieesyturing Eaulpmens=: 2340 | 649.0 | 203.0
Fixtures and Office Equipments’ - 27,0 27.0
. : » |23b0 | 675.8 | 910.0
Factory Renovatlonszl . 243.0 243.0
Physical Contlngencles;/ 11.7 62.4 94.1
| 245.7 | 1,002.2 | 1,247.9
Price Contingencles (102}2/‘ 24.6 100.2 124.8
Incremental Fixed Capital
Investment 270.3 § 1,102.4 | 1,372.7
Total Fixed Capltal Investment 480.3 | 1,102.4 | 1,582.7
Initla) Working Capltat®’ 7.0 | 479.0 | 553.0
Price Contingency on Working Capital
(10%) - 47.9 b7.9
Pre-operating Expenses:
- Tralning K 20,0 - 20.0
= Incorporation Expenses 5.0 - 5.0
' : 579.3 | 1,629.3 | 2,208.6
‘Interest during Implementat lon - 107. 4 107. 4
" TOTAL Y 579.3 | 1,736.7 | 2,316.0
‘| 25% 75% 100%

1/ See Appendix Vi
2/ See Appendices VIl and Vil

3/ Calculated on the basis of 5% for equipment and fixtures and
20% for renovatlons ‘ ’

4/ This contingency Is adequate since the price of the reconditioned
spinning plant (representing 56% ~f proposed equipment costs) will
be held firm up to mid-August 1900 by which time an order wll] be

placed If the loan Is recommended for approval by CDB.

3/ Initlal working capltal estimates as detalled at Appendix |V are
based on Table 2.4 and Appendices XV1I1-XXI.

Source: CDB Pre-Funding Analysis
B -4
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Exhibit B.1.b.

Montserrat Sea 1slan

d ¢o£ton Company

WORK FORCE DY EMPLOYMENT CATEGORY

Managerial | C erlcal Technical
¢ and ' |end Secre- and gemi-Skilled ,
ear | Supervisory tarial skilled | ond Unski!led Total
901 6 6 67 oy "6
982 6 H 67 n 120
1303 0 6 go’ 56 160 .
1984 9 & ' 130 90 215 -
1985 9 6 1 g0 | 235
I*|nciudes agricultural workers.
Exhibit B.l.C.
PROJECTED PROFIT AND LOSS STATEMENTS = 1931-1985
EC (5'000) EXPRESSED IN NOMINAL PRICES
i ltems 1981 1982 1983 1984 1985
est! 270.4 | 866.0 |1,659.9|2,817.83,277.3
¢: Cost of Sales Y 205.7 | 475.0 836.1|1,272.3 1,492.2
138 Profit 54.7 3191.0 823.8 1,545.5 1,785.1
ss: Ndministration and
Selling Expenses 101.3 | 214 395.4 | 521.3 578.9
of 1t/ (Loss) beforg Interest ,
.qd Bank Charges (46.6) | 176.9 428.4 }1,024.2 1,206.2
«erest and Bank Charges 107.4 | 165.0 165.0 165.0 165.0
-of1t/(Loss) before ‘
jepreciation and amortisation 154.0) | 11.9 263.4 | 859.2 1,0M,2
¢preciation and amortisation 81.0 | 131.0 131.0 131.0 131.0
et Profit/(Loss) (235.0) 1(119.1) 132.4 728.2 910.2

1/ Selling prices arc assumed to increase at th

-
2/ See N\ppendix XXX1.

e rate of 7.5% per annum

CDB Prengpding‘Ana}ysis

source:

b G~



EXHIBIT B.1.d

c. Capital/labour ratio: U5221.450 .

(No individual Pre-Funding Eaployment !'or-. See tcat for

Pre-fundi ng. Euploymont. ‘I'argots)

JOB TYPE/TITLE i AV. MONTHLY ! PERSONS REQUIRED/YEAR
{ WAGE (ECS) !
................... +-------------+-_-----_-____----_-----------_---
: i 1983 1984 1985 1986 - 1983 1984
) : !PY3 PY4 PYS5 PYG - py; PY 4
: T R
[ ] '] -
Weavers : 780 ! 30 17 14 17 109,600 85,500
] ] .
Sewers - i 400 Y 1 2 2 " 5,200 5,200
N - .- [ ) . bad
- [ . .
Spinners . < 1+ 480 122 5 6 12 ~113,900 66,900
1 - » -
Factory Mngrs. .} "800 12 2. 2 2 - 19,800 19,800
. N R T . -
Clerk =~~~ --'% 600° i -3 1 1 -1 - 7,100 7,400
. ] B ] . = ™
Typist Réceptionist! ' - goo : 1 1 C1o- 6,200
B . [ . - . - - -
Sales Person : 500 P 1.1 " 1.~ 5,400 5,400
- ] e . <" - -
Sales Coordinator™ {.:2,000 - . ¢ -1 . " 1. 1 * 24,000 24,000
. - I ) : ow
Accountant E T 2,100 E SE 1 1 -
- ' - = -0 P L
General Manager . 2,400~ .} 1 1 1 1 - 28,800 28,800
] T R | £ -
H ' s LT - -
3 -
TOTALS ! 59. ‘30 30 39 -313,800
a. Full-time equivalent Jobs created: 29.5 . :
b. Four year average annual wage of all jobs croated' . EC$6.416 = US$2,376

46,100

10,400
30, 400

* 21,000

7.400
6,200
‘5,400

24,000

25,400
28,800

79,100
10,400
- 31,400
7 23;500 )
7,700
7,700
6.40C -
24;000
25,400
~ 30,000
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Projn;t:

Personnel :
ICI:

Information:

Amount:

Credit Terms:

Purpose:

Project Impact:

WINDWARD ISLANDS ALOE

Windward Islands Aloe, Ltd

Petit Coulibri Estate, Dominica

~Marshal (Berny) and Loye Barnard, General Managers

LAAD

Interview with project managers, LAAD pre-funding
analysis, USAID and HIAMP personnal, LAAD laan
performance summary, 9/30/86 ‘
UsS$150,000 Date: 05/84
uss 65,000 Date: 10/85

Five years repayment with 24 months grace. Loan
to be disbursed in two or more stages. Principal
repayment in seven equal semi-annual installments.
Interest rate 11% per annum net to LAAD Caribe
S.A., payable quarterly.

First loan to start up venture. $90,000 for young
aloe plants, $35,000 for farm equipment and
$25,000 for aloe processing equipment to start up
production of aloe gel for export. Total
investment: US$530,000.

a) axpected at loan application -

The Windward Islands Aloe project was expected to
introduce a new, non-traditional export crop for
Dominica, to generate employment and export
earnings, and to encourage small farmer producticn
of aloer. Cash flow anticipated at the time of the
prefunding analysis is presented in Exhibit B.2.a.

WIA purchased 331 -acres of land, of which 100
acres were expected to be cultivated. 75 acres
were to be cultivated in aloe by mid 1985S.

Production assumptions included 4000 aloe plants
per acre, 20 lbs of leaf per plant per year, gel
production of S0%Z of leaf by weight. 1986
forecast: (60 acres # 4000 plants/acre # 20 lbs
leaf/plant # 0.5 1lbs gel/lb leaf) + (1S acres %
4000 plants/acre # 20 leaf/plant/year # 0.5 year #

0.5 1bs gel /1b leaf) = 2,700,000 1= gel.
Assuming 236 gallons per ton of gel, ond a price

B~-7
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.of. LIS$3.00- per gallon,_;grnsé¢sale5A were éxpected'
to total at least US$ 955,800. ’

Small farmer cultivation, over the long run was
expected to involve an additional 100 acres.

Peak employment was expected by early 1986, at 70
full time jaobs and 20 part time. Indirect
employment was expected for 30 persons each for a
total of S months per vyear in the D.A.l.
processing plant. By January 1986, wages were
expected to reach %1833 per person per year for
full time employees, and %250 per year for part
time employees, for a total wage bill at WIA of
US#133,000. DAl employees’ wages attributable to
aloe production expected to total $500 per person
per year (see Exhibit B.2.b).

National Value added: Sales were expected tc reach
US$1.0 million by 1987. It was assumed 15% should
be subtracted for materials imported (fertilizers,
chemicals), so that value added was expected to
total £850,000 annually.

Foreizn e<change earned, net after raw material
imzorts and hard currency interest, was expected
to exceed $830,000 annually, beginning 1987.

Project Impact: b) As of December 31, 1984 -

WIA has 70 acres in aloe cultivation, with 250,000
plants in all.

Production during 1986 proceeded with 250,000
plants each yielding 10 to 15 1lbs of leaf per
plant, with gel production of 40 - 45% gel per
pound of leaf. The general manager reported they
were producing about 4500 1bs of gel per day,
eight months per vyear. He uses a conversion
factor of 8.6 lbs per gallon, so 1,080,000 lbs of
gel is equivalent to 125,581 gallons. The price
received is US$3.25 per gallon of raw gel (WIA
actually concentrates the gel ten fold, and
receives US32.50 per gallon of 10X concentrate),
so total sales should therefore have been about
Us£400,000. Actual reported sales for 1986
through mid-November, 1984 were about $377,000.
The Manager reports that problems of production
include nematodes and browning of the 1eaf in the
field. Production bottlenecks have also Deen
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reported in. the DAI concentrating plant. The
managers project sales of US$793,000 for 1987.

WIA has employed 30 people full time for the past
three years, and had an average payroll of S5
people full time during 1986, whom it paid an
average of EC#90 per week (= US$33.33). The total
wage bill at WIA for 1985 was therefore
approximately US$%95,333. Employment at the D.A.I.
concentrating plant is much less than envicioned,
with 4 people working 2 hours/day every day and
another 6 people working 8 hours/day two days per

month. In addition, two truck drivers make two
round trips per day between the estate and the
concentrating plant. The Manager projects full

time employment of 75 for 1988 (sze Exhibit EBE.2.b)

Four pilot plots of 1.5 acres for small farmer
production of aloe have been established. WIA
sells young aloe "pups" for EC$0.25 each (and will
extend credit - accepting payment for the pups
when the farmers bring in mature aloo leaf nine
months later). They will pay EC$0.10 per 1lb of
leaf brought into WIA for processing. Farmers can
gross EC$4,000 per acre per year in the first year
of production and EC$6,000 after they mature. The
initial investment is EC$2,000 per acre for the
first year of production, and crop maintenance is
about. EC$1000 per acre thereafter. Labor
requirements are about one persen per acre,
including processing of raw gel. WIA hopes there
will be a total of SO0 acres of small farmer
production in 1987 and 100 in 1988.

All production is exported to the U.S. The
manager reports no difficulty in marketing his
entire output. It has been reported that WIA must
purchase additional gel from other sources to meet
centract commitments in the US. Future markets
may include Eurape and Japan, which show
increasing interest in aloe products; and
Dominica, through Dominica Coconut Products, which
manufactures soaps, lotions, and cosmetics.

National Value added, following the same
assumptions memployed during the initial project
application, would be US$400,000 less 157 =
$340,000. Net foreign exchange earnings,
subtracting interest due on foreign debt, would
appear to total over $316,000.

B-9
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Background: Neﬁférojétt

Cred. History: LAAD . reports no arrears.
not yet due.

Comm.ntsﬂfrom .o :
Other Reports: No previon reports

B - 10
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Exhibit B.2.a.

. LAAD
e JINDWARD ISLAWNDS ALOE, LTD. Project Financial Performénce
In Thoussnds Tvps
= D PYT T %] PYZ T %[ PV3 T %] P2
Net Sales - 420.4 1,062 1,062
Cost Ot Goods Sold - 161,2 406.3 406.3'
Grous Margin - 259.2 655.7 655.7
Opaerating Exp. 20.0 1 44.0 54.5 54.5,
Administrative Exp, 67.7 _151.5 135.3 185.3
Opersting Income {8/7.7) 03.3 415.Y 415.9
Other Incoms g.3 Z.0 b.U L.U
Other Expense Agrinet (non- 40.01 - - - -
Interest Expense cash) 8.3 22.0 15.3 1.1_.3
Dapraclstion & Non-Cash 25. 25.4 25.4 2h.4!
Earnings Before Taxes (152.1) 13.7 381.2 334.9
Incoma Taxes {Refund)
Net Incoms (15Z.1 18,7 381.2 J84.9
| Source Of Funds
Net ncom (152) 19 A 385
Depraciatie 25 .._2. 5 25 25
Inzrease - L.V, Debt 150 - - -
Salos Of Stock =~ - - -
Salys Of Fixed Anets — -
Other Accounts - Net 90
Total Sources 112 44 40R 410
Applicstion Of Funds . |
Dividends/Mithdrawals '
invesied In Fixed Assets 177 - - -
Reductlon - L.T. Debt - - 43 K]
Purchsse Of Stock
Change In Working Capltal (64" 44 - JbJ 30/
Total Applications 113 44 4Ub 41U
—— J‘ " o—— .oe I
B-11
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ERQJECT FACTOR FORECAST
ERE-LAAD XEAB.Q?g
) 1984
1. Target Group Benefits:
Employment .
- Direct ) 6 30
- Indirect i ? 0
~ Part-time o 20
Full-time equivalent -0 - 34
Income -
= wages: direct (1] 352,000
- wages: f{ndirect 0 0
=~ wages: part-time 0 $5,000
full-time equivalent - 0 857,000
Macro-economic Benefits: -~
National value added: M,O a 0
Foreign Exchange eainéd 0 . o
Increased Food 0 . 83,000

Production

Included in direct fusi-time - -

N.A - not

“n(a = no£

Sources:

available
provided by LAAD o
Forecasts - LAAD 1983, 1986 Estimate

EXHIBIT B.2.b

ACTUAL
YEAR THREE YEAR FIVE
ESTIMATE PROJECTION
1986 1968
55 70
4 30
ox 20
59 104.-
395,333 $153,000
$2,520 $18, 900
ox $6.400

-807,853 178, 300

$340,000 $850,000
$318,000 $830,000
W.A 310,000

- based on information supplied by WIA.

. 32,500,000 -

n/a
n/a

n/a

. n/a ;’

$613,000
‘384,400
$28,300 -
$725, 700

$2,400,000 .
$34,000

RS

(DAI plant).

(DAI.plant)

.

(sideline fruit)



B.3

Project:

Persénnél:

ICI:

Information:
Amoung:

Credit Terms:

Purpdlcs

Pfuje;t Impact:

EASTERN CARIBBEAN AGENCIES, LTD

Eastern Caribbean Agencies, Ltd.
Kingstown, St. Vincent

Marcus DefFreitas, Managing Director; Douglas
DeFreitas, Assistant Managing Director/ Director
of Operations

LAAD
Interview with Asst. Managing Director, LAAD

Prefunding #Analysis, LAAD Portfolio Assessment
9/83, LAAD Loan Ferformance Summary, 9/86.

uss$250,000 Date: 12/80
US$100,000 00/84
us$250,000 00/86

Five years repayment with 2 months grace. Loan to
be disbursed in two or more stages. Principal
repayment in seven equal zemi-annual installments.
Interest rate 127 per annum net to LAAD Caribe
S.A., payable quarterly.

First loan: Packing shed improvements and cooling
facility - $10,000; packing equipment - $5,000;
rolling stock - $85,0003; and to support working
capital requirements (produce purchases, advances
in cash and in kind to farmers, and prepaid lcases
on warehousing space in Trinidad and the UK)-
$100,000; pay down outstanding mortgage obliga-
tions - $50,000. Total investment: $1,280,000.

a) expected at loan application -

ECA’s financial record (from 1978 - 1980) at the
time of the LAAD loan application, and projections
to 1982, are presented in Exhibit B.3.a.

It was expected that the ECA praoject, over the
life of the LAAD-CARIBE 1loans, would generate in
excess of US$3.0 million of value added to the
economy of St. Vincent and more than US$4.0
million in foreign exchanrge. It would create and
sustain jobs, directly and indirectly, for over
1500 people working both in crop production and
produce distribution. It would provide for a more
rationalized, consistent and dependable channel

B - 13

)

«*

s,
‘\’g\\‘
“y

1



-through which St. Vincent's and, eventually, other
‘islands’ produce could get to market - at a profit
for farmers and distributor alike (see Exhibits
B.3.b. and B.3.c.) '

Before the 1loan, the company payroll stood at 25
employees; wages averaged #$150/month for field
crew and $235/month for administrative staff. By
1986, ECA’'s payroll was expected to number 55,
including 40 persons engaged in packing and
handling and 15 1n purchasing, agronomy and
administrative positions.

The project assessment assumed that for every acre
of land required to produce crops for ECA‘'s trade,
at least 1.5 hired farm laborers, apart from the
land-owner, would participate in the production
and delivery ot those crops. This was expected
to translate intoc about 266 full time job
equivalents, up from S9 in 1980 (the latter
calculated as follows: $325,000 paid to farmers
in 1980; with gross income of $1500/acre;
therefore 217 acres sown to ECA trade +# 1.5
workers per acre (plus ten truck drivers).
Weighted labor dollar equivalent per acre of
product sold to ECA assumed to be $250; 217 acres
* $250 = $54,250. Average daily wage was $3.50;
$54,250 divided by ($3.50/day # 270 days/year) =
57 field jobs. Ten truck-hauling jobs estimated
to equal 2 full time equivalent jobs; 2 + 57 = 39,
Total income was $55,755. Projection to 19864
based on assumption of ECA purchases from local
farmers increasing by a factor of almost 4.5; all
other calculations scaled up accordingly: 4.5 »
o9 = 266.

On average, it was assumed ¢hat each acre of land
sown for ECA trade produces a grnss income to
growers of $1,500. Costs were estimated at a
maximum of #%1,000 per acre; yielding farmers $500
net income. In 1980, 110 farnmers sold to ECA,
each devoting just under 2 acres to production for
ECA. Net income was calculated at $108,500. The
assessment projected an 1increase of 757 for the
first year, involving 83 new farmers each with 2
acres. By 1985, they expected 471 farmers would
be supplyirg to ECA, involving an increment of
$355,500 over the 1980 figure.

B - 14
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It 'was expected that by 1985, S0. of ECA’'s
requirements would be made up by new production,
as opposed to production that would have been
available and sold even if ECA were not buying.
In addition, as a result of ECA’'s making available
the necessary inputs and technical assistance for
farmers to meet contract terms, vyields were
expected to improved by an increment of up to BO%Z
by 1985. FProductivity in purchasing and packaging
throughput was expected to increase by an
increment of 25% by 1986.

Local value added was calculated as the average
profit per acre multiplied by ECA’'s acreage
requirement plus aggregate field wages, less 15%
for local purchases. National Value Added was
calculated, after adjusting for ECA’'s non-produce
business, as local value added plus all other ECA
value added expense in St. Vincent, plus ECA's
profit, less the value, at cost of goods other
than crops purchased by ECA in St. Vincent and
less the value of ECA purchases of inputs outside
St. Vincent. The figure was estimated to be
approximately $200,000 as of 1980. Increments were
calculated on the basis of ECA’'s purchase plan
forecasts, and was expected to reach $850,000 by
year five. Net foreign exchange earnings were
assumed to closely approximate total sales, less
any import expenditures (trucks, Jjeeps, etc). This
was estimated at $275,000 in 19803 and projected
to total #1,150,000 in year five.

Projgct Impact: b) As of December 31, 1986 -

In 1986, ECA paid out EC$1.4 million (US$518,500)
to small farmers in St. Vincent alone. (Precise
data are not available on purchases from farmers
in other islands). The assistant managing
director said about 300 Vincentian farmers sold to
ECA in 1984, and devoted about 2.5 acres each to
production. He added that farmers’' costs amount to
about 75% of gross earnings, s0 that Vincentian
farmers took home a total of about US$129,625 or
US$432.00 each. Total sales from ECA in 1984
totalled US$2,407,000. The assistant manager
reported that total purchases from farmers have
maintained roughly a constant proportion of ECA
gross sales, so that farmers in the Caribbean
selling to ECA grossed $1,230,000. " I1f costs

1297
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Background:

Cred. History:

Comments from
Other Reports:

.redéiﬁéd a constant proportion of gross earnings,

then Caribbean farmers took home a total of about
$307,500,

The ECA payroll has &0 people, including 45
persons engaged in packaging and handling and 1S
in purchasing, agronomy, and administrative
positions. Pay for the packaging personnel totals
EC$16.00 per day (US$5.93/day = about $170/month).
Administrative personnel earn EC$800 - 2500/month
(average about US3$400/month). There are about 750
acres under production i1n St. Vincent for ECA,
which would involve about 1.5 workers part tims,
or 1125 workers plus about 16 truck drivers (aside
from the small farmers themselves). If the
weighted labor dollar equivalent per acre haq
stayed approximately the same since 1980 in
comparison with daily wages, then the full time
jobs are about 200, and wages, at about $4.80 per
day, total $259,200 on St. Vincent alone. For the
entire ECA supply area, if acreage to sales and
employment to sales ratios have remained constant,
then there were about 1780 acres under praduction
for ECA in 1986, enploying the equivalent of 470
full time workers whose earnings would total
$609,000 (see Exhibif: B.3.b).

If the same assumptions about value added and
foreign exchange made in 1980 still hold true, and
if ratios of value added to local purchases and of
net foreign exchange earnings to gross foreign
exchange earnings still hold, then value added in
St. Vincent was approximately US$320,000 in 19864.
Foreign exchange earnings amounted to US$1.6
million, less any purchases of imported vehicles
or equirwent (see Exhibit B.3.c).

Existing ccmpany expanded with LAAD loans.
LAAD reports there have been no arrears on any

loans to DCA. Total balance outstanding to LAAD
as of 9/30/86 was $363,000

!
The LAAD Project Assessment Update of 9/83%

reported that "This project has made significant
progress toward meeting anticipated impact in
terms of jobs - about 200 full-time eguivalent
Jjobs created - income and macro-economic
benefits.... Work with farmers has been very

B - 16
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successful in that standards for quality, delivery
and packing are being established island-wide.
Macro—economic impact now includes over $1,000,000
in foreign exchange earnings with corresponding
levels of value added. inter—island trade has
also been undertaken and, more recently, the
company set up West Indian food outlets in Canada
with projections for similar outlets in the US and
UK by year end."
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EXHIBIT B.3.b

ERQJECT ASSESSMENT SUMMARY AS OF 1980
PROJECT: EASTﬁRN CARIPBEAN AGENCIES, LTD., KINGSTOWN, ST. VINCENT. WEST INDIES.
‘ FORECAST ACTUAL ——__ FORECAST ____
1980 1981 1985 1986 AGGREGATE
ERE-LAAD YEAR_ONE YEAR _FIVE ESTIMATE INCREMENT REMARKS
PROJECTED PROJECTED PROJECTED
TARGET GROUP BENEFITS -
EMPLOYMENT
Direct Eaployment o . 25 as 55 60 30
Indirect Employment 336 596 1512 2670 » 1176
Indirect Emp. Full-Time Equiv. 59 104 266 470 207
Total Full-Time Equiv. . - 84 . 142 321 530 237
INCOME )
Participating Farmer Suppliers ) 110 193 471 11 361 Per Capital
. . : Annual take
home now
$500
Net Take-Home Per Acres. ' $500 $500 $500 N.A
Acreage Employed For ECA 217 . 380 ‘928 1780 11
Net Take-Home of Farmer - 3108:500 $190,000 ; - $464,000 $307,500 - $335,500.
Suppliers . v ) . r .
Fieid Labour Wages 33.59/dly/ $3.50/day’ $4.55/day $4.80/day $1.05/day
Project Field Laborer $55,755 $98, 280 $326,761 $609,000 $271,026
Aggregate Wages . .
Direct Employees - Operations 3$150/mo. $150/mo. $262/mo. 3177/mo. $112/mo. Better thén
Wage average
Direct Employees - Admin. $235/mo. $235/mo. $411/mo. $400/mo. $176/mo. Better than
Salaries . N . - i average -
Direct Employees-Operations- . 836,000 $54,000 5125.760 $385,580 $89,760
Wage Aggregate » . B
Direct Employees-Admin. Salary $14,100 $22,560 $73,980 . $72,000 $59,880
Aggregate . -
Total Income Generated by $214,355 $364,840 $990,521 31,084,080 - 3776.16§

Project for Target Group .
* Aasumes that participants have achieved with ECA, and will sustain a constant take-home average of $500 per -
acre,.  employing the equivalent of 2 acres per participant. o ’
N.A - not applicable. Sources: Forecast - LAAD 1980, 1986 Estimate - based by information provided by ECA.
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KEXBIBIT B.3.c

EASTERN CARIBBEAN AGENCIES
PORECAST ACTUAL FORECAST
ERE-LAAD YEAR _ONE YEAR FIVE 1908 AGGREGATE REMARKS
. PROJECTION PROJECTION ESTIMATE INCREMENT
ERODUCTION AND PRCDUCTIVITY
Field Production Increase over 15% -202 50% N.A 50% Includes
Pre-Project . production
previously
left in the
field.
Field Productivity Inurease over -Basis 25% 80x% . - N.A sox *Function
Pre-Project o : of poten-
) - e tials on
land.
Purchasing & Packaging Productivity Basis 10% 25% N.A 25%
BURAL DEVELOPMENT & SYSTEMS . 4
Technical & Capital Assaistance Hinimal 200X increase 1,000% N.A 1,000% " Cash, kind
Local Value Added $139,617 $245,038 $702, 446 . N.A $562,831 _ - -
Farm to Market System Linkage & Planned Production and Marketing Made Possible (See Text)
HACRQ ECOMOMIC IMPACT -
National Value Added-Annual $200,000 $350,000 $850,000 $757,000 $650,000
National Vaue Added Accum. $200,000 3550,000 $2,800,000 N.A $2, 800,000 (Sum of
years)
Foreign Exchange Produced-Annual $275,000 $480,000 $1,150,000 $1,613,000 $875,000
Foreign Exchange Accum. $275,000 $755,000 $3,900,000 N.A $3,900,000 (Sum of
- years)
Foreign Exchange saved - - - - -
Local Non-Crop Procurement Basis 75% 430% R.A 430% Packaging,
. . Elactricity
Environmental Impact - - - - -
Increased Food Production-Local - = . - ST . -

% Productivity increascs are assumed to be szewed in th. farmer take-hone calculations. uhlch have been
averaged to show a constant $500/acre.

Sourcas: Forecasts - LAAD, 1986 Estimate - based on 1n£or-atlon aupplled by ECA.

N.A - not available




'B.4 .. ' ST. VINCENT PLASTICS, LD

Project: St. 'Vincent Plastics, Ltd
Kingstown, St. Vincent

Personnel: Mr. Jim I. Lockhart, owner and Beqérélﬂﬂaﬁégers

ICI: LAAD

Information: telephone interview with Dwner/Béﬁeral Mihager.
: LAAD  portfolio assessment 9/83, LAAD Loan
‘Performance Summary 9/86 ' '

Amount: uss 35,000 Date: 11/81

CrepitﬁTe(ms: Five years with 12 months grace. Principal
' . repayment in nine equal semi—annual installments.
Interest rate 12%. per annum on outstanding

balances to LAAD Caribe S.A., payable quarterly.

Purposei ‘ Company engaged in the manufacture and export of
’ plastic packaging, primarily for agricultural
produce. Initial proposal: loan for expansion of
production purchase of extrusion equipment to
produce blown film {for banana crop protection,
printing machinery, cutting machinery, complete
construction of plant, wor king capital,
refinancing of mortgages. (Original loan proposal
was for %180,000). Total investment: $50,000.

Project Impact: a) expected at loan application -

The financial assessment pnerformed for the pre-
funding analysis is reproduced in Exhibit B.4.a.

Employment benefits related almost exclusively to
the creation and sustaining of jobs in the plant.
By year five, the company’'s activities were
expected to create and sustain several indirect
jobs related to handling and transporting finished
products. Before the 1loan, SVP employed 16
people, with a payroll of $35,000. By year five,
SVP was expected to employ 27 people, and generate
3 indirect Jjobs. Income was expacted to total
$65,000 for SVP employees and $8,000 for indirect
jobs (see Exhibit B.4.b)

The production of plastic film protection for
banana crops was expected to save farmers from
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' Erop losses.

Local value added is calculated as the company’'s
sales less payments to other companies for goods
and services. It was calculated as about $30,000
before the loan, and expected to reach $150,000 by
year five. National value added was expected to
equal local value added. Fareign exchange was
calculated as export portion of sales, lesg
imported resins; this was about #70,000 before the
loan, and was expected to rise to $210,000 in
1986. Foreign exchange saved was calculated as
the domestic portion of sales, less imported
resinsy this was about $10,000 in 1981, and was
expected to rise to $30,000 by year five.

Projlctulmpactz b) A= of December 31, 1986 -

The evaluation team was unable to make contact
with St. Vincent Plastics, Ltd. for a site visit;
contact was eventually established by telephone.
The owner/manager reported that the company had
suffered a fire in June, 1985, and that the plant
was closed until April, 1986. The company is now
attempting to regain its previous production and
marketing level. It wax covered by insurance.

The company Currently euploys 7 people full time
on one shift. Managarment hopes to expand into two
shifts soon. Wages range from EC$86 to $175/week
(UB$31.70 -~ 44.80) (see Exhibit B.4.b).

The company is now Producing about 90 tonnes of
plastic shopping bags and potting bags per year,
with gross sales of about EC$200,000 (US$74,000).
Management hopes to get back into production of
banana protection film, but faces competition.

The company is about to get back into exporting
within the region, although it is currently
producing only for the St. Vincent market.
Background: Enisting Company expanded with LAAD loans.
Cred. History: Grace Period extended six months. Repaid $20,000
of principal; $15,000 outstanding as of Sept.

1986. $10,143 of Principal rescheduled after fire.
LAAD reports no arrears.
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Cohments from
Other Reports:

LAAD 9/83 portfolio assessment stated: "This
project after several technical and financial
setbacks, now appears to be able to sustain, on a
regular-basis, 15-20 full time jobs. The company
is producing bags for the grocery trade, plastic
film for protection of bananas and, more rezzntivy,
laminated packaging for items such as biscuits and
donuts. Macro-.zonomic impact has been limited to
about $20,000 in added value because of slow
sales, but the company has successfully shipped to
other islands in the region - Jamaica, St. Lucia,
and Trinidad - with good prospects for more
exports in the immediate future. "
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EXHIBIT B.4.b
PROJECT ASSESSMENT SUMMARY FORECAST AS QF 1981
I.  PROJECT: ST VINCENT PLASTICS, LTD., KINGSTOWN, ST VINCENT, WEST INDIES

FORECAST ACTUAL FORECAST
"1I. TARGET GROUP BENEFITS YEAR ONE YEAR_FIVE 1366 AGGREGATE
= PROJECTION ESTIMATE INCREMENT
1981 1982 1986
EMPLOYHENT
Direct employment 18 19 27 7 11
Indirect Employment - - 3 - 3
Total Full-Time Eaployment 16 19 30 7 : 14
Plont WHagas 235,000 $42,000 $65,009 $35,000 .$30,000
Other Wages n.ap  n.ap - 8,000 - 8,000
Total Income Generated for 35,000 42,000 73,000 35,000 38,000
Target Group . .
II1. PRODUCTION ANP PRODUCTIVIXY .
In the Plant BASIS +10% - +120% N.A . +120%
V. BURAL DEVELOPMENT AND SYSTEMS )
Technical & Capital Assistance 7n.ap n.ap T n.ap- n.ap Co- n. aﬁ/
Local Value Added 230,000 $50,000 $150,000 N.A, ~ $120,000"
Fara to Market System ° n.ap Company to cummence production “and distribution of

protective filam for amall farmer banana crops.

V.  UACRO-ECONOMIC IMPACT

Natioral Value Added Annu.lly $30,000 $50,000 $150,000 N.A $120,000
National Value Added Aggregate 30,000 80,000 520,000 N.A x490,000
For. Exch Producad Annually 70,000 85,000 210,000} 140
Foreign Exchange Aggregate 70,000 155,000 750,000} $74,074% 680,000
Foreign Exchange Saved 10,000 12,000 30,000} . 20,000 -
Local Non-Crop Procurement Packaging, electricity, lubricants. ,
Environmental Impact Minimal waste disposal. Resins recycled. o

Increased Food Production- n.ap n.ap n.ap n.ap n.ap
Local T

% Gross Sales

n.ap - not applicable

N.A - not available

Sources: Forecasts - LAAD, 1981, 1860 Eatimate - based on information aupplied by SVP.



B.S o GRATE GAR REHABILITATION PROJECT

Praojmct: St. Vincent Sugar Industry, Ltd.
Mt. Bentinck, St. Vincent

Parsonnel: (closed, not applicable)

ICI: CDB

Information: CDB Feasibility Study, 1980; CDB Financial
records, St. Vincent Development Corporation
personnel, CDB and RDO/C personnel, US Inspector
Geners!l ‘s audit, 198S5.

Amount: ussz,207,000 Date: 08/589

Credit Terms: 20 years including 4 YBars grace. Principal
repayment in 64 quarterly installments. Interest
rate to the government of St. Vincent was 4% per
annumj interest rate to the EVSIL was 9.5% par
annum.

Purpose: The loan was used to finance: a) cost overruns of
an warlier CDB funded project (BD 79/77) to
construct a sugar factory at Mt. Bentinck (loan
amt. up to US$1,877,000); b) purchase of equipmant
to establish a Mechanical Cultivation and
Transportation Service Unit (losn amt. up to
US$360,000) (see Exhibit B.S5.a); and c) providing a
line _f Credit to the Development Corporation
(DEVCQO) to assist augar cane farmers in
establishing the crop (US3370,400 - see fppandix
C, below). Total investmen:: $7,4680,000.

Project Impact: a) expected at loan app! ication -~

The project, at th> (im2 of the 1980 loan
proposal, was to connlete concgtruction and
commissioning of the sujar factory in time to
process the first sugar ctane harvest starting in
March 1981, and to precmote the cultivation of
1,800 acres of sugar cane per year by 1982 on the '
East Coast lands. Output was expected to be S0
tonnes of cane per acre harvesteds the conversion’
factor was expected tc be 1011 - Tonnes of cane 3
Tonnes of sugar. The projected income and
expendi ture stavomant, prepared in 1980, is
presented in Exhibit B.5.b.
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Prices were expected to remain constant at
EC3$50.00 (US%18.50) per tonne of sugar cane at the
farmgate and EC¥1,250 (US$4465.00) per tonne of
sugar. This projection was made even though 5t,.
Vincent was buying sugar from Rarbados at
EC$946£.33 per tonne f.o0.b., prices only peaked at
EC$1890 per tonne f.0.b. in 1979/80, and
projections of the new CARICOM price were between
EC$1,100 and 1,200 f.o.b. (see Exhibit B.3.c.).
The optimistic projection was based on World Bank
forecasts, and were considered "conservative" by
the CbB due in part to the "increasing
importance/value of sugar cane/sugar as a
renewable energy resource..." Financial rate of
return after tax was expected to be 11%.

Most of the projected sugar production was
expected to be 1locally consumed. Figures from
April 1980 showed that the c.i.f. price was
EC#1053.85 per tonne; total landed cost was
EC$1153.11 per tonne; wholesale price was
EC$1299.05 per tonne; and retail price was
EC$1364.00 per tonne. It was "expected that the
Government will regulate the importation of sugar,
taking into account the levels of expected demand
and the production within the country."?

The project was also expected to incorporate rum
production from the molasses of the sugar factory
into the ogperations of the sugar company. The
distillery was already available <{or operation,
and did not require additional financing. It had
been importing molasses fraom St. Kitts.

The sugar factory was expected to provide
permanent employment for 12 management staff and
46 workers. 26 ranch workers were expected to be
employed <four months per year, initially. The
factory was to employ 151 percsons, or 76 full time
joab equivalents (see Exhibit B.S5.d). The
mechanical cultivation and transportation wunit
would employ about six equipment operators and 20
casual workers. Purchases of rmane were expected
to benefit 266 farmers per year, and to generate a
net annual value them of US$46464,000 (see Exhibit

i, CDB, "Appraisal Report on Integrated Sugar
Rehabilitation Project - St. Vincent and the Grenadines, July
1960, p. 28.
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B.5.e). Net income of sugar cane farmers was
expected to be about EC$80S per acre per year,
Work in the sugar fields to total 9000 person-
days per year.

DEVCO would provide credit to farmers to finance
the establishment and harvesting of their sugar
Cane crops. Small farmers (up to 190 acres) were
expected to lease land from government (on 50% of
the cane land), the rest would mostly be worked by
farmers on privately owned land with plots under
25 acres. DEVCO would receive technical assistance
from a CDB Farm Improvement Officer.

Project Impact: ) As of December 31, 19856 -

Project terminated; factory closed as of end 1984,

Backgrourd: = In December 1977, <¢he CDB approved two loans
totelling US$3 million to the St. Vincent
Government to assist in reconstructing a sugar
factor at Mr. Bentinck which had been <losed since
1962. Total cost was expected to be wbout USt4.4
million. Delays and cost overruns put the project
behind schedule and necessitated furthker finance.

Crad. History: As of 2/28/86, US$276,000 of principal had been
repaid, leaving principal of US#1,531 outstanding.
CDB reports no arrears on CO7 loan.

Comments from .

Other Reports: The US Inspector General ‘s report, written July
1985, concluded as follows: "During its first
three years in operation, the company showed
los.ex ranging from CUS1$1.5 to $1.8 million, and
the factory manager projected a 1loss of $1.3
million in 1985, By way of comparison, the loan
appraisal predicted losses ranging fram $100,000
to $500,000 in the first three years, and a
$400,000 profit in the fourth year of operation.
According to an authoritative source in the
Caompany, the factory should never have been built.
Hz said that the Prime Minister wanted to close
the factory,...

"According to CDB and St. Vincent Sugar Industry
officiale, the company’s poor performance was due
to several factors:
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~- The company’'s consultants were not qualified,
and consistently underestimated construction costs

-— Implementation delays totalling sixteen months
led to factory construction cost overruns.

—— Prices established for sugar cane and refined
sugar for local consumption were both too low.

-- The company used bank overdraft financing for
funding day-to-day operations, increasing interest
costs.

=— Arrangements for transporting cane to the
factory were inadequate.

—- The company was poorly managed.

"As a result of these problems, St. Vincent Sugar
Industry, Ltd. had a debt of about $13.2 million,
and was 1losing more than a million dollars esach
vyear.," =

?,x‘lnlpcctnr General's Report, p.6, '7/85..
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Exhibit B.5.2.

Integratéd Sugar Industry Rehabilitation - St. Vincent

FINANCING PLAN

EC ($'000)
k-. — COMAERCTAL | DORROWER'S ] C0B
I TEMS BANK OVERDRAFT ] CONTRIBUTION LOAN TOTAL
U
o} FACTORY
¥ Purchase of site - 0.196 - . 196
{;nyurchase of plant - : 1.135 - 1.135
Bil.purchase of spares - 0.300 - 0.300
':' Consultancy fee - , - 0.854 0.054
BEE Civil cost - " 2,000 3.307 | 5.307
i Electrical Installation - e 9.695 0.695
Matechanical Installation - a 2.057 | 2,057
Z.Dluwnulng, ‘ . S
KE. rehabllitation - 2,028 2.905 5.013
% Replacement, shipping - - - -
Modi flcatlon - - 0.19 | 0.190
B Miscal laneous - - 0.632 0.632
Vorking capital 1,450 - - 1.450
Bk Security fence L e - 0.081 0.001
’ Storage tank %- - 0.460 0.460
"; Vecuum pan - - 0.160 0.160
4t Interest on loan during ‘ S
y construction - .~ 0.457 1.030 1.437
28 Prico contingencles - - 0.510 | 0.510
.:f Physical contingencies - - 0.300 0.300
'. MECHANICAL UNIT - - 2.079 | , 0.879
{c‘.;'.,“msnuenv - 0.500 - 0.500
~ oL 1450 6.616 15,140 | 22.206
6.52% 29.8% 63.72 100.0%
&, .

Source: CNDB Pre--Funding Analysis
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Exhibit B.5.b.

INTECRATED SUGAR INDUSTAY REMABILITATION - $V. VINCENT

e e LR A

PROJECTED INCORE AND EXPENDITURE STATEMENT = SUCAR FACYONY (CURRENT PRICES UP TO PY §)

Xt il

ITENS 1 2 3 [y s . 7 1 8 9 16 | n 12 13 wo_jis -l o 18 19 }iao-. lai-rs
T RRYIICT YUNS '
A, saLes
I. Sugar - svarage dark and —
washed grey 1,688 &,253] 6.2339] 68,3701 8,91a] 8,910} 8,913} 8,910 8,910 8.91a] 3,910] 8.918] 8,950] 8,9t2} 8,910] 8,919] 8,90 8,912} 8,910} 8,313 b.5id
2. FKalasses 162 37 A9 6400 ({7 el ¢Mi 6t 840 [ ¢h0f 6% £h0 gh0] €rol 6MOF  Sic)  6kO A0 640 640
TOTAL SALES 1,850 b.615| 6,588] 9.010] 9,550 9.550] 9.550] 9,550 9.550 | 9.550| 9.550| 5.550{ 9.550| 9.550{ 9.550| 9.550| 9.550| 9,550} 9,550 | 9.550] 9.550
8. C€IST OF PROSUCTION
I. Sugar cane purchases ove) 2,268 | 3.072] 3,306] 3,560] 3,564 | 3, 5641 3,560 3,560 ] 3,560 ] 3,568] F,5304) 3.568) 3,564} 3,564] 3,58 3,568 3.568] 3,564 3.564 3,564
2. TYransportation costs: ’
= Truchs Lk m A3 S 507 50y 5 507 507 567 507 so7 507 507 5a7 587 H $97 507 £{4 507
= Tractors tes 259 se2] 3er| azz| aaz] az] w22 a22] s22] w22] az2| e22] a22] k22) a2z) anz| 22 TR22)] M2 A2
. 3. Fuel, olt, chanical, stares| 184 m 38| ] wnl sl and] ] san] sp] anl e en] A sy ang ng e Aan anl W
F' &, Udilities 1}4 23 28 n 3 b L) 3¢ 34 3 3% ) n 3% n I L} 3% 13 3t 3% 3s
: §. Out of crop wages .
‘ourvanent; 38 b33} 265! 215) 20! 226 226 226) 2207 226] 2281 226 76| 226f 2:6] 2] 226] 26§ 2268 226 216
6. 1n crod wages (casusi) ] 1} ] e 13l 1] il e ] W W] e ] il ) ) iy S 18 121 "t
J. Spares, repairs and
vaintenance . [ 4] 181 2st] a7v] aee] 296! 296} 298| 96| ase| 298] 296] 296] 296 296 298| 26| 796, 2367 256 2%
S, Fews, taces, insuranca, etc 11 1] 20 20 20 20 20 20 ] F] 20 20 29 ¢ 20 20 1] 23 28 FE 23 |
_S __Sedreciarion 336 672 672] e72{ &7z €721 671! eraf g7zl e72] €21 672} 6721 672) 632) €72 em2 ! e.?:' év21 er2l 672
TITAL PRINCTION 1.9 | 4,332 | S.660) 6,020} 63331 6,393 6,393 6,334 6393 {4,393 6,053 6.293] 6,383} 6.393] $,353] 6,322} 6,303 5.353 ¢ 63931 €521 €53 |
T - _
€. SRS G2ERATITS MRAGIN -(9s5)} 297 928| 2,989 3,1571 3,057 3,152{.3,061 | 3,157 ] 3,157 3,157 3.157} 3.157 3,157} 3,157 3,157} 3,157 3.357, 3,257 3,157} 3.15:
0. ALHI%'CTRITIVE TA\ARIES 60 176 12 23| 2s} as! 2s] 23s] s} ;s| wsi »s| as] 23] 5] 15| DS 235)° 235{. 225{ 23§
€. ASSINISTRATIVE EXPENSES n 30 sl sl el ael el sl sl ss] sl caf ae| a8} as] s} &3 o3| e oy Ay
F. S$ALES EfPENcES ) 1) o &7 1] st '3 S St s 51 st st b1 1) 5t H 51 51, s' 51
G. TOTAL C.T.0 ¢ F Bo] 239 276y 36el ase| 33¢] 3sef 3oal zsal aanf s3e] 3ssl maef a6 330 230 3% s3ep 33a) 33y a3e
M. BET iuCOME AEFORE iST.sawments | (17%) s6 es2| 2,685 2,823 | 2,823} 2.823] 2.823] 3,823 2.323) 2.223| 7,823} 2,823} 2.823] 2.823 2,03} 2,823 2.973! 2,%13° 2,823 1,323
3. INTEREST CXPENSES OVERDAAFT 188 s €01 259 185 a2 - - - - - - . - - - - - - -
J. COB (Can e | v,252 | 1,252 § 1,252 [1,252f t,178] 1,555] r.or2l 939 86 782 708} 626] s67f M9! 3mf M) :Ju! 1560 78 -,
K. IxCOnZ (LOSS) A? VAR UKD 329;] (1, 835) (8633} 1,175 [ 1,418 1,606; 1,728) 1,806 1,830 1,962) 2,961 2,118] 2,197) 2,276; 2,354 :.h;zlgf.SIa! 2,539 1.6572 2,75 2,823 .
. | e : —
~J

Source:

CDB Pre-Funding Analysis
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LXNlolt 2.2.C.
SUGAR PRICES 1955-1979 (ACTUAL) AND 1980-1990 (PROJELTED)

(*WJRLD" (1SA DAILY) PRICE f.o.b AND STOWED MAIN (ARIDDEAN PORTS)

EXPORT UNTT VALUE™
CURRENT PRICE 1977 CONSTANY PRICE __|AV. DEVELOPING COUNTRIES
$/HT ¢/L04 S/NT £/18, /MY
ACTUAL
1955 n . 3.2 201 9.1
1956 76 3.5 707 9.4
1957 14 5.2 299 13.6
1958 77 3.5 202 9.2.
1959 66 . 3.0 171 7.6 ;
1360 69 N 176 8.0,
1961 60 2.7 151 6.8 106.7
1963 184 . 8,3 469 21,3 < 143,10
'96" '27 5.7 3'9 "l‘os Vo :""0.2
1966 4 1.8 96 T § 108.6
1967 b2 1.9 101 6 , "2,
1968 42 1.9 107 h9 113.6
1970 81 3.7 184 8.3 ' 128.7
1971 99 4,5 208 9.4 135.1
1972 160 7.3 304 13.8 158,2
1973 208 9.5 328 14.9 186.7
1974 654 30.0 828 37.6  434,0
1975 hiyg 20,4 493 22.4 57141
1976 255 1.5 275 12,5 ., 305.8
1977 179 8.1 179 8.1, 227.7
1978 172 7.8 148 6.7 223.3
1979 213 9.9 162 7.4
PROJECTED | Lo
1980 200 13,2 200 KNI |
198) 306y 200 9.1 . : K
1982 h27 19.3 250 1.3 /
1990 /a2 | 750 33.9 270 12.2 ‘

/8 Prices for these years represent long-run trend values, The actual price in
1985 Is expected to be much higher (around $350 a motric ton In 1977 constant
terms) because of the expected cyclical upswing of prices In the first half

of 1980s.

SOURCE: International Sugar Orgonlzaticn (actual); World Dank, Economic Analyslis

and Projections Department (projected); FAD Trade Yeorbooks (export
unlt values).

EXTRACTED FROM THE WORLD DANK REPOR! NO. B14/80 PRICE PROSPECTS FOR MAJOR PRIMARY

COMMODITIES.,
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Exhibit B.5.d.

Integrated Sugar Industry Rehabilitation - St. Vincent

'~ Direct Employment Creation

!} Averace )

-0 i MONTHLY i . -1
JO3 TYPE/TITLE g WAGE PERSON MONTHS REQUIRED/YEAR TOTAL WAGES PAID/YEAR (EC$'h£05)“

(Ecs) _ _ i
1 23 5 5 1 2 3 4 5
General Manager 2,500 12 12112 12 12 30.0 ¥ 3G6.0 | 30.C{30.)! 30.0
Productiun Mgr. 2,083 12 12112 12 12 25.0 } 25.0 | 25.0]25.9{ 25.¢C
Accountont 1,250 12 12 12 12 12 15.0 1 15,0 15.0 { 15,23 15.0
Controller 833 12 12112 12 12 10.0 10.0 10.0110.9] 10.0.
[ Payroll Officer 808 (i2 1212 12 12 9.6 9.6 9.6] 9.6 9.6
Sugar Czn>»

Supervisor 860 |12°] 12]12 12 12 9.6 9.6 9.6} 9.6] 9.6
Shift Foremen 700 25 24| 24 24 24 4 16.8 16.8 16.8 | 16.8] 16.8
Chemist 833 12 121 12 12 12 f 10,0 10.0 10.0 ] 10.0¢ 16G.0
Clerks 600 36 36| 36 36 36 21.6 21.6 21.6] 21.6] 21.6
Senior Pan

Boilers 625 24 241 24 24 24 15.0 15.90 15.0 1 15.01 15.0
Junior Par,

Joilers : 560 24 24} 24 24 24 12.C 12.90 12.G] 12.0% 12.0
Senior Mechanics 360 [288 | 2631263 | 288 288 103.7 [103.7 {103.7 |103.7[103.7 }
Hechanics 320 153 165171 |1 171 43.0 | 52.8 | sh.7|54.7| s54.7 1
Junior Mecaanics 260 1 45 571 €3 63 63 12,6 | 16.C | 17.6] 17.6] 17.5
Artisan 3290 12 12] 12 12 3 12 3.9 3.9 3.9] 3.5 3.9 X
General Workers 253 1ok 1245939 1139 | 139 22.6 | 25.8 | 33. | 33.4] 33.4
Tracior Drivers 320 72 721 72 : 72 72 23.0 23.0 23.C 1 23.0] 23.5

TOTALS - 1856 } 9194937 i357 | 937 369.4 1403.0 4199 $419.9]410.9

A. There will te an estimated 76 full~time job equivalents created.
B. The average nonthly wage of all the Jobs created will be ECS$443.

C. The expected capital/labour ratio Is EC$285,606:1.
(This does not loolude on-farm 1sbour)

Source: CDB Pre-Funding Analysis



Exhibit B.5.e.

ESTIMATED VALUE ACCRUING TO SMALL FARMERS FROM INVESTMENTS TO
EXPAND MARKET OTPORTUNITY - FOR THE COMMOU'ITY SUGAR CAME

(ECS)
“ESTIHATED NUMUFRT ESTIMATED NET | ESTIMATED TOTAL | ESTIMATED TOTAL NET
yeags | OF SMALL FARMERS | VALUE OF DENE~] NET VALUE TO VALUE TO SMALL .
T0 BENEFIT PER | FIT PER FARMER| SMALL FARMERS | FARMERS OVER FIVE-
YEAR PER_YEAR PER YEAR YEAR PERIOD
1 100 h,357 495,700 606!'5.250
2 216 5,354 1,156,464 -
3 266 5,762 1,638,012 -
y 266 6,245 1,661,170 | -
5 - 266 B Y LU 1,793,904 fo o=
Notes:

1.

2.

3.

The numbers of small farmers were obtalned from a survey dcne by CDB In 1977
and taking Into account the recenl leasing of four estates In flve-acre lots.

Estimated beneflts to small farmers were obtained from the sugar cane Model
No. ! In the Appralsal Report which showed a net profit (on-farm labour not
costed) of $901 per acre, per annum (average) at 1980 prices. From this half
of the harvesting {iabour) costs of $273 per acre, per annum (average) was
deducted, and a projected 8% per annum l.:rease was added - related %o
Increase In projected sugar cane payments which In turn are relatil to
projected suyar prices. .

The basis of the foregolny Is that the small farmer will provide his own
labour requlirements except for harvesting, for which he will have to hire
half of the requlrements.

Source: CDB Pre-Funding Analysis.
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B.& WINDWARD IC‘LAND_‘_‘ TROPICAL PLAN'rg. L D.

Project: Windward Islands Trop1cal Plants, Ltd.
- Choiseul, St. Lucia

Personnel : Laurie Barnard, Managing Director, Graig Barnard
ICI: CDB

Information: Interview with Managing Director,' CDBQFESEibﬁiity
Study, CDB Financial records.- S

Amount : uss184,000 Date: 06780

uss 73,000 Late: 10/84
Credit Terms: Eleven years with 4 years grace (second loan - 2
' years grace). Principal repayment in fourteen
equal semi-annual installments. Interest rate
9.9%4 per annum (for the 1980 loan) charged on the
balance outstanding. Interest rate cf 1274 was

tharged on the 1984 loan.

Pur#uséi New venture. Project consists of the production of
' ' foliage plants and marketing of cuttings and
finished plants for export. Loan financed
construction of shade houses for production and
propagation, irrigation, water storage,
electricity installation, Total investment:

US$936,000 (see Exhibit B.&.a).

Praoject Impact: a) expected at loan application -

The project was expected to achieve annual sales
of EC$4.0 millien (US#1.48 million), entirely
foreign exchange, from markets in UK, other West
European countries, US, and Canada.

Productiorn would take place on 25.6 acres, of
which 13 would be shaded.

Production would employ 204 persons by Project
Yaar 4 (1983), with an annual wage bill of
EC$860,000 (US$318,500). Wage rates paid by WITP
at the time of loan application were EC$9,2&4/day
for men and EC#8.00/day for women. The capital
labor ratio was projected to be $14,858:1
(=US$5500: 1) (see Exhibit B.6.b).

B - 35

199"



No detailed projections were made 'of ‘thg;puhchase
of locally supplied inputs, or. of earnings to be
generated from such sales. Co

Project Impact: b) As of December 31, 1986 -

Gross sales for 1986 were EC$1.4 million
(US$518,500) f.o.b. St. Lucia. Sales for 1985
were EC$670,000 (about US$248,000). WITP expects
sales in the range of EC$1.8 - 1.9 million for
1987. 946% of the sales are for export.

The estate has 30 acres under cultivation, of
which 11 are shaded.

WITP employs 72 full time workers, ircluding 3
foremen, 2 watchmen, a clerk, 40 women mostly
invol ved in planting, propagation, and
fertilizing; and 26 men, involved in heavy field
waork, moving of plants, spraying, and cutting.
WITP also employs about 10 women 3 months per year
for planting. Wages range from EC$3560-
EC$800/manth faor the foremen, watchmen and clerk,
and EC$2.40/hour for the female agricultural
workers and EC$2.465/hour for the male agricultural
WO Kers. Total payroll was about EC$408,600
(2UU5$151,333) for 1984. Wages are increased at the
rate of about 57 pzr year (see Exhibit B.é.c).

In addition, WITP buys EC$20-30,000 worth of
coconut husks from local farmers, which they grind
and mix with sand for rooting soil. They pay
EC$12-15,000 per year for sand. Local transport
of plants in refrigerated containers cost WITP
EC$85,000 in 1986 and EC$50,000 in 1983. They
also paid EC$6-7,000 for local air shipments.

Background: New company.

Crad. History: Applied for extension of grace period of one and a
half years; extension approved for one year. As of
2/28/86, late in loan repayments involving
principal of $18,645.75 and interest of $11,831.69
Principal repayments to date have totaled $26,000.

Commants from

Other Reports: Project visited by USIG team in 1985. No specific

‘ comments. Audit report included WITP among sub-
projects progressing satisfactorily.

B - 36
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Exhibit B.6.a.

INVESTMENT COST AND FINANCING PLAN

zc ($'v00)

Windward ‘Islands Tropical Plants

BORROWERS

'TEHS ToTAL COMPONENT | CONTRIBUTION |casH GENERNT 10N
A, LAND |
Land Purchase 160 - 160.0 -
Land Development 30.2 - - 19.0 n.2 |
Site Preparation ‘ o ( .
(open beds) 6.4 - -2,2 h,2
8. BUILDINGS AND ’ o "
EQUIPHENT
Production Shade - S e TR . -
Houses 386.5.. 230400 e T BLh
Propagation Shade - o SR
Houses 59.0 36.6. - 7.8 14.6
Rooting Benches 60.9 AR 7.6 15,2
‘Packing Shed OFfice ho.0 20.0 - 20.0
Watchman's House 200 |  20.0 - -
Rain Sheltars ilﬁ.b . S 16.0
" Roads 42,9 - - 30,0 12,9
Perimater Fence 9.8 - 'THQiQi -
Water Storage 30,0 150 ) e 15.0
Irrigation 196.0 48:0 Doe 48.0
Vehicle 19,3 SR T X -
Shredder 100 | oo - e -
Sprayers *'2;6 < S 1.3
Mist Blowers 2.4 - l;i jf' 1.2
small Tools .8 - 2.4 5.4
Office Furniture: 5.2 - - 5,2 -
Elecericlty . : S A
"Installation 16.0 16.0 e -
Propagation b, LoD LT
Canoples 93.4 - . |. 458 h7.6
Hanglng Baskets 37.5 7.5 T 30.0
, §tock Plants 279.8 - 88.9 190.9 _
TOTAL' BASE COSTS B - .
(A+8) | 1,431.7 U .6 475.2 514.9
. PRICE CONTINGENCY 240.8 58.h ¢ 23.2 159.2
TOTAL CAPITAL COSTS |1,672.5 500.0 |  498.4 674.1
B~ 37

Source: CDB Pre~Funding Analysis

?ﬁ-’ .
7(_



Exhibit B.6.b.

Windward Islands Tropical Plants DIRECT EMPLOYMENT CREATION (Projected)

Capital/labour ratio:

‘

. -14,857.55 (Total capital investment = Full-time-job equwalent).

AVERAGE PERSON MONTHS REQUIRED/YEAR ToTAL o lo7veae (ECS)
JGB TITLE MONTHLY WAGE PYQ PY 1 PY PY PY &4 FY'T__——"'&LTPY 1 PY 3 . PY &
Foreman 43 - 12 24 120 120 -  h,160 9,360 45760 52,000
v:atchman 316 12 .12 12 24 24 | 3,380 3,38 3,4 7,800 8,320
" Clerk 553 - 12 12 36 36 - 5,200 6,240 17,680 23,929
Cul tivator 309 72 32k 648 1,044 1,04k [15,4C5 101,285 202,628 325,215 325,215
Packer 285 72 288 = 360 360 420 115,405 83,220 1G4;025 1C4,025 121,363
Cutter 312 - 60 120 240 36q° - 18,980 37,413 7h,§'26 112,239
Propagator 289 - 12 1220 180 363 ] - 3,468 36,675 52,513 104,025
Transport 335 - 24 36 6c 84 - 8,030 12,045 20,075 28,105
?i TOTALS D156 74k 1,332 2,064 2,448 |34,190 227,726 409,425 647,394 775,187
Nohof full-time jobs crecated = n2.40% (Total person-months requiredjn firs: 5'years 5=
Average monthiy wage . : ~ 310.49 (Total wages paid ln first 5 years : < Total. person-months requured)

:2’/ ‘ 204 full-time jobs are created at.full aeveIOpmnt in PY A4,

‘Source:

CDB Pre-Funding Analysis
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EXHIBIT B.6.c

) )

nmzéf»mdmti';,cnsmron - ACTUAL 1984-1986

zJOB<TYPE)TITLE i mAY. MONTHLY ¢ PERSON MONTHS REQUIRED/YEAR TOTAL WAGES PAID/YFAR (ECS)
- T i~ WAGE (1986) ! .
—— Rttt e et Tt L R - ——— --——--—-?-—----:
Lo ' - : 1984 1985 1986° - .1984 . 1985, 1986
- _ " "ECs ! PY 4 PY 5 PYY8 . ~ PY4- - PYGSE (PY”T,_
foo T v T I e .
‘Foreman - & . ! < 800 T a8 - 36 36 26,122 27,429 . 28,800
T ) ) : o . . . . . TR
Watchman : V-840 - ' 24 24 24 - 13,932° 14,629 15,360 -
[y - . - - - - - - - - ' ' N -
Clerk ! 560 e 12 12 - 12 .’ - 6,095 - 6,400 6,720
1) = - l: . ~ bl o . - - N . ¢ B -
40 Women : 430 " 480 480 . 480 “187,211 - "196,571 206,400 -
- planting, H . S ~- o Lo P
- propagating, H N T et T . - - -
- fertilizing H T - ', - A L -
! R P s
26 Men : 475 4 %12 o312, 312 T 134,422 - 141,143. 148,200
- apr.yin.' : ") . 1:‘:" - Y - N - TwlooLor - . - ;.
= cuttings, : RS -, I i -
- heavy work, : TR TN AN - = "
- move plants ' N ] Sou o T ST
Part time : 430 <1 30 0% _30 = 11,701 | 12;286 . -*12,900" -
N P ¢ - - El - hod R h A TR
E . B »—-ji e = ) ; R W l/‘/ IR
- ! " 1. 894 a9 . . 894 - 7379,483 "‘"398 ;458 ;418,380 -
TOTALS ———- e S eeaal R
a. Full-time equivalent jobs created: 24.5 i T . o Lot
b. Average mon:hly wage of all Jobs : EC$468 = US$173 T Sl P
c. Capital 1a’our ratio: T - Lo

(Total gasital investmept - Full-time job equivalents) = EQ!ZZLAIQ_QB;HSIEQQK

%* Annual 5% increase in wages

Source: Information supplied by Hff?.



' B.7 SHEEP PRODUCTIOMN - CARRIACOU, GRENADA

Project: Carriacou Black-Belly Sheep Ranch
Dumfries Estate and Limlair, Carriacou. Grenada

Personnel: Bernice Moses, Manager
ICI: ~ cDB
Information: . Interview with Project Manager, Grenada Ministry

of Agriculture Officers (St. Gearge and Cariac-
cou), CDB Feasibility Study, CDB Financial files.

Amount: UsS$107,000 Date: 05/80

Credit Terms: 20 vyears including S vyears grace. Principal
Co » repayment in &0 quarterly installments. Interest
rate of 47 per annum. Total investment: $322,000.

Purposét' The project proposed to establish a new livestock
development scheme to rear 400 breeding ewes plus
folliaowers on these lands. At full development,
the project annual autput was estimated at 665
sheep for slaughter and 95 for breeding purposes.
Loan to fund farm equipment, water supply system,
and purchase of animals (see Exhibit B.7.a).

Project Impact: a) expocted at loan application -

The project was to raesult in substantial benefits
to small sheep farmars by providing breeding stock
at prices well belaow the current impurt prices.
This would encourage small farmers to increase the
size and improve the profitability of their
operations, thus raising the standard of living
for this group.

In addition, the supply of nmutton to consumers
would increase both from the project and the small
farmers. At full development in PY 5 the sales
fraom the project would include about 20,500 1bs of
mutton (665 sheep far slaughter), yielding about
EC$53,768; and 95 breeding ewes, yielding about
EC$23,750, and equipment sales. Total revenue was
expected to reach EC$102,740. These sarnings
would also bring abaut foreijn exchange savings
(see Exhibit B.7.b.)
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E@ployment impact was expected to be small. There
would be a few permanent employees and some casual
labor for pasture and forage crop maintenance.

Another objective of the project was simply to
increase the level of utilization of the lands at
Limlair Agricultural Station and the Dumfries
Estate.

Benefits to small farmers were expected from the
availability of improved breeding sheep, the
demonstration of and assistance in improved
management and husbandry practices, and the
provision of the opportunity for small farmers to
use the marketing channeis of the project to
dispose aof their sheep.

Project Impact: b) As of December 31, 1986 -

The project has 354 sheep, including 240 breeding
ewes. fales in 1986 were 1463 live sheep for about
EC$60 - 70 eacch (price for sheep less than 1987
farmgate prices quoted in Feasibility Study, which
was about FEC$80) so that sales amounted to about
US$4,000. There was no breakdown available on how
many sales were to small farmers as breeding stock
and how many were sold to butchere for mutton
production.

The project employs a manager, an assistant
manager, and two shepherds full time. Occasional
part time field help is also hired.

The project manager reported that small farmers
were not utilizing the project’s ootential for
extension services and were not heeding his advice
on herd managemeant. Sheep husbandry practices
among the small sheep farmers on the island were

essentially unchanged.

Background: New project

Cred. History: As of end 1986, $2,000 of the principal had bean.
repaid. CDB raeports no arrears.

Comments from
Other Reports: None.
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Exhibit B.7.a.

Carriacou Sheep Production. Project

|CAPITAL . INVESTHENT AND PHASING

EC (%)
ITEHS TOTAL | FOREIGN| LOCAL | INVESTMENT PHAS ING_
COST COST COST | Py | - PY 2
l. Oulldings ' '
1) Costraction'or ™ | 00| < Lz | o |-
Sheep Hosulng 12,000 - 12,000 6,000 4,000
2. Equlpment B0,750 | 40,750 - 3€,750 4,009
3. Land Development
(1) Lend Preparation 21,170 21,170 | 9,365 | 11,005
(11) Pasturc Fencing k2,360 - 42,300 | 21,100 21,190
h, Water Supply System 22,659 | 14,0805 7,345 | 22,650 -
5. Anlmal Purchases 74,680 | 49,620 25,900 38,260 34,620
6. Total Dase Cost 225,510 | 105,235 120,375 | 146,205 | 79,405
7. Physlcal'Contlngencles* 15,40 5,538) 9,522 | 10,762 4,298
B. Price Contingencles i 33,522 | 13,770 19,262 | 16,975 17.44%7
Total 64740 _ 274,192 | 124,533 142,659 173,042 | 101,159
9. Workling Capltal Requlrements 30,565 - 30,585 | 12,565 18,000
10. Interest during Construction| 17,517 17,5171 - | 6,662 19,9855
Total Capltal! Investment Cost ‘ 322,274 .'42'050:180'224 192,259 130,005

*Physical contlngency = 10% of all co
.= €% and 103 p
and 10% (pY

*Price contingency

Source:  CDB Pre-Funding Analysis "
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Exhibit B.7.b.

Pase reyxcrios - cominey
1ncou 4w (1{asiTeny JTATORNY

EC ¥
s ) > R wy PYAN PVS [AX) (o] re 8 ” 9 PRI PY L) PY 12 PY I3 PY RN PY IS MY N6 PY LY MV I8 evie WY 20 _FY D)
b, CEO3S YALES 0,350 0,395 9,60 00,518 182,768 ‘wa. e 103,060 192,260 182.K8 121,70 182,788 1°1.785 182,58 192,760 192,760 102,760 192,760 102,760 182,760 182,785 163, 7l
3. QPTAaATING (OSTS . - -
Salories. Wages & NIS 6000 9,163  9.46) 10235 18736 18,738 .70 LI 107 .50 16,790 16,73 15,73 1079 10,03 ‘10,79 15,79 1009 1 9.2 18,798
Antmgl Wesith m [N} 1) 3,088 2,655 1.068 7.0 2.060 2,060 2.060 2.088 1,069 2..'. 2.Ms 2.0 2,048 2,088 2.0 2.0 1.048 2,008 2.080
Susplewntary Feeds IS LI 268 2,918 3.9 3092 )92 3,132 3,09 3,092 3,092 3,151 3,92 IS 3,09 1,092 3,092 )09 J.ae 3432 3.2
Parture Raintenmce - - 3.952 8,599 0585 ML.S83  I0.50F% 11,505 10,505 15,503 U5 50T 10,505 10,585 13,505 11,585 V0,503 11,303 10,505  i,508 15,585 13,588
forage Crop Maintenance - .- 3.8 3,058 3.0 3.1 1.19% 3.7 3.79% 1.3 3.7 3,798 31.755 3. 3.7%% 3.7 3.79% 3.7%% 3.79% 3.79% 3.793
fencing Bepairs - - 4,538 .34 2.7 1,5 1,190 1.7% 1.7 2,19 1,258 2.7 1,5 2,7 2,79 1.7% 1,7 3.8 1.9 1.7 L™
Sul lding Sgpairs and :
and Reintononce - - 1502 1,663 .86 1786 1,66 1,760 1,260 G760 T, D766 0,268 1268 1,060 1,280 0268 LA 1766 1, % 1N
Vehicle anéd Cquimment : .
Opurating Cost SMS 9,2V W EAT 4,32 605 6803 600 6005 6005 6085 6008 6053 6N Gl 608 6005 69085 6805  Ge85  Sals  60M8
Vehicle Insurance s " ns ns ns 708 ns 1< ns ns ns 7% ns % TS 78 T8 ns Rt} v "
Cuntrsct Services - - .- 3.1 3600 1408 )SH0 3.600 3,680  3.600 3,600 3,600 3608 )3 1680 D600 )68 )60 30 Y ées )6
Dwreocs stomn IN,552 15,251 15,252 12,082 12,003 12,802 12,002 12,002 17.803 2,862 12,002 12,882 12,082 12,002 12,801 12,082 17,002 11.002 12,002 11,002 12,002
Totad T7.8%7 36.907  S1.166  53.062  53.128 59,118  56.128 59,128 53.128 53.128 $9.138 $59.128 59,128 $3.18 3,128 59,128 359,128 53.118 §9.128 53.118 59.138
}). et incow Selure
Intarest Payment (23,102) (26.582) 8,510  JS. M3 83,637 3,637 OR.6IZ 03637  AI.63T A3 602 03,612 43,611  A3.63r 43,632 A3.632  MRE32 AN ARz Asen A36M 1.632
8, taterwst Puypment 6,662 10055 10,396 11,596 19,5y 11,596 1G.017 10,04 9,709  9.137 S8% _ 2,753 7,32 6,268 SM7 A6 3,78 2,00 1,397 1,083 -
S. Incams {Lwes) At Toor End | 129,640 (39.037) ().002) 23,051 12,00 )1.836 3615 S50 33,00 .3 35,170 IS, 0I7 M.e10 37072 30,168 3h.309 39.0M M1 M4S 263 MR
6. Cunsiative income (29.268) (69,300) 2.28)) (88.031) (36,.335] 15,600 0256 81,070 515317 $09,802 VA, 9P5 220,062 257,077 790,000 313,333 171,958 AN, 0W 052,502 V90,217 SH6. 006 330,078

Source: CDB Pre-Funding Analysis
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Praject:

Personnel:
ICI:

Iniormatfonr

Amount:.l

Credit Terms:

Purpose:

BARBADOS TILLAGE SERVICES, LTD

Tillage Ser'ices, Ltd.
Bridgetown, Barbados

Mr. Alan Wilkie, General Manag
. LAAD ‘

Télephone interview with Gé
Loan Performance Summary 9/86.
uss188,000 Date: 12/81

LAAD equity investment of

shares representing 75% of

er

neral Manager,.LAAD
Prefunding Analysis, LAAD assessment 9/83,‘LAAD

US$30,000

capital, in addition tc 057 loan
uUS$188,000. Six and one half years with 18 months
grace. Principal repayment in eleven equal semi-
annual installments. Interest rate 12%4 per annum

net to LAAD Caribe S.A.,

payable

in common

initial paid-in

of up to

quarterly.

Closing fee aof 2% of disbursements payable

simul taneously to disbursement

Ta establish a company which would provide land
cultivaticn and agricultural work-shop services to
Barbadian farmers. Loan funds are to be used to

equipment. Total investment:

- purchase tractors, tillage and

$230,000.

Projéct Impact: a) expected at 1loan application -

work-shop

The company was expected to service approximately
year of operations,
at an average billing of $72/acre; and 4320 hours

2,250 acres in its first full

of workshop services at an

average

billing of

$8/hour; and $3000 in commission income from parts

sales. Revenue forecast te in

crease 157% in 1984,

and 107 each in 1985 and 19864 (See Exhibit B.8.a).

It was expected that +the project would create

direct employment of at least
jobs with TS. In addition,

field, primarily to carry out
employment was estimated at
brought under cultivation as

B - 44

10 new

full time

AS a result of the
company ‘s cultivation activitirss, it was estimated
that as many as 300 jobs would be created in the

harvests.,

Sometime

1 for every 5 acres

a result

of tillage



‘services: and full time employment was estimated
at 1 for every 10 acres brought into cultivation.
Daily  wages for field labor are about #$12.
Incremental farmer i1ncomes are based on average
net take-homes per acre of %350 (see Exhibit
B.B.bh).

Over the life of the loan, TS was expected to
contribute 1.0 million in value added to the
Barbados economy; with $400,000 <foreign exchange
savings in the first year of the project and $1.2
million during the fifth year (see Exhibit B.3.c).

The project was expected to provide essential
services to Barbados farmers, enabling them to
make more extensive, effective and profitable use
of the island’s arable land.

Project Impact: b) As of December 31, 1986 -

The Tillage &Services company is in the process of
liquidation, and is not in operation. The
equipment is being sold to repay the loans.

Bncﬁgruundi New company initiated with LNAD financing.

Cred. History: LAAD sold its 75% share in the company to the
local principal on credit. $31,000 of the debt
has been repaid, $80,000 has been written aff by
LAAD, $75,000 on the 057 loan is still
outatanding, but the equipment which represented
the collateral for the loans has not all been sold
as yemt.

Comments from

Other Reports: LAAD ‘s 9/83 assessment stated: "This project is on
target in terms of employment, including 6 dirert
employees and about 175 full-time equivalent jobs
created in the fields as the result of bringing or
keeping land under cultivation. The project has
also benefited some 20 small farmers who would not
have been able +to work all their land without
tillage service. In addition to simple plowing,
the company is now providing technical guidance on
planting, pest control and more recently, on crop
selection. Eventually it is hoped that Tillage
Services will have an impact on farmers’
diversifying from sugar cane production alore.
Macro-economic impact has been roughly as
projected, representing about 1,700,000 in

B - 45
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‘national value added."” In another passage, they
state, "The project currently prepares
approximately 2,000 acres per season versus an
estimate of 3,000 acres which will be required to
make a modest protit. To increase acreage and
revenue, the project is in the process of
acquiring additional equipment, which is better
suited to the small farmers’ needs, and will begin
diversifying services offered, such as crop
spraying. It is estimated that 600 acres will be
cultivated this season which normally would not
have access to this service, resulting in an
increase of abobroximatelv 900 nart time inhe_ @
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EXHIBIT B.8.b
msmm_&mmm

I. [PRBOJECT: Tillage Services, Ltd., Barbados West Indies

FORECAST ACTUAL
II. TARGET GROUP BENEFITS YEAR_ONE YEAR FIVE 1986
1982 PROJECTED 4586 _PROJECTED ESTIMATE
EMPLOYMENT
Diract Employment 6 12
Indirect Eaploymsnt 350 1,000 N.A.
Indirect Emp. Full-Time Equiv. 175 500 N.A.
U Total Full-Time Equivalent 181 512 N.A.
|
. JNCOME
>
@ Farmers Owning 10 Acres or Less 50 125
e Farmers Owning 10 Acres Plus 15 25
Additional Farmer Income Realized, Agg. $630,000 31,800,000 N.A.
Tillage Payroll $40,000 $'00,000 .
Field Workers’ Wages $567,000 31,%20,000 N.A.-
Total Income Generated For Target Group $1,237,000 33,520,000 N.A.

ITT. PRODUCTION AND PRODUCTIVITY

Tillage Company Plus 4% Plus 10% N.A. -

In the Field Plus 2.6% Plus 9% " N.A.
Iv. RﬂBAL_DE!ELQEHENI_AHD_§X§IIH§

Technical and Capital Assistance Min. Significant N.A.

Local Value Added $2,000,000 36,000,000 N.A.

Farm to Market Systea Farmers increasingly better able to identify and

take advantage of market opportunities.
N.A. - not available

i - Sources: Forecasts - LAAD 19681, 1886 Estimate - based on information suppiied by Tillage Services

€6/



EXHIBIT B.8.c

ERQJECT ASSESSMENT SUMMARY - TILLAGE SERVICES. AS OF 1961

FORECAST ACTUAL
V. MACRO-ECONOMIC IMPACT YEAR ONE YEAR FIVE mg -
1982 PROJECTED 1986 PROJECTED ESTIMATE
National Value Added Annulily $1,700,000 85,100,000 N.A.
National Value Added Aliroluto $1,700,000 $1,500,000 N.A.
Foreign Exchange Produced Annually . n.ap. n.ap. N.A.
w Foreign Exchange Aggregate See Attachment-
:‘ Foreign Exchange Saved A»nually $400,000 $1,200,000 I.A.L
e Foreign Exchange Saved-Aggregate $400,000 84,500,000 - N.A.
Local Non-Crop Procurement n.ap. n.ap. N.A.
Environmental Impact Negligible Negligible N.A.
Increased Food Production-Local (All production assumed to be for local

market, although project itself is Jjust
a catalyst for such production as it is
is a service project only.)
n.;ap. - not applicable
N.A. - not available

Source: Forecast - LAAD, 1981
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APPENDIX C

DEVELOPMENT FIMANCE CORPORATION ANALYSES

C.1
DFC:

Parsonnal:

Data Sources:

Amaunt:
Purpase:

Credit terms
~ to DFC:

Sub—credits:

Activity

Crops
Livestock
Fishing

ANTIGUA AND 2ARBUDA DEVEIL.OPMENT BANK

Antigua and Barbuda Developinent Bank

"Mr. Hilroy Willet, Agricultural Loans Officer

Mr. Alex Osborne, Accountant/Bank Secretary

Interview with the above~-listed personnel,
information supplied by the CDB on conditions of
the loan, CDB Financial files, &/30/85 quarterly
report to CDB.

10/80

US$2460,000 Date:

Farm Improvemznt Credits

Rapayment period of 20 years, including S years

grace. Interest rate of 47%. Disbursed 1981.
Recycling, beyond repayment obligations to CDB:
1/3 for 1liquid investment, 2/3 for Industrial

advance of maturity a

Credit or used Yo repay in
portion of the loan.

During the interview, the evaluation team asked
the accountant to review the disbursement/
repayment records on each sub-credit (25 in

number), and account records as of December 31,
1986 to gather basic information on sub-credits.
This summary is provided as follows ("payment
status" refers to the entire initial principal of
each loan):

------- EC$°'000 —=—————=—w
Average FPayment Status
No. Ampunt Paid Paving Arrearg
10 25 25 73 1750
- 19 o 25 68
‘10 43 185 0 249

Most crop loans were for farm implements primarily
for vegetable productioni livestock loans went for
the purchase of stock, particularly dairy cattlej

cC-~-1
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'fiéhing ,loans usually financed . .the purchésﬁfor‘
- repair of boat engines. ‘ ‘

Terms. of sub-

credits: Most loans have a term of 3 - 4 years, although
T they can be up to ten years with a grace period of
3-5 months; interest rate is usually 10.5% fixed,
but may range up to 20% for high risk crop loans.
Loan sizes have ranged from EC$Z,000 ~ EC#$132,000.
Most farmers lease government-owmed lands, so
availability of collateral is 1limited. Bank may
arrange to garnishee wages ar proceeds of aroduce

sold to marketing boards.

Sub-loan :

Performance: Principal in arrears as a proportion of. total
principal outstanding stood at 26%. as of December
31, 1786. ’

DFC loan

Performance: - The ABDB has made no payments on its 1loan since
1984, and has the following arrears: Principal-
$29,954.04; Interest - $29,606.45; Interest o
overdue amounts - $2090.17. ABEDB not submitted
any reports to CDB since 1985, nor had it been
visited by any CDB officer since 19835. CDR has
found ABDB documentation of sub-loans insuf-
ficient. A total of about EC#$100,000 worth of
loans are not officially documented with CDB.

Davelopment

Impact: - The credits did not meet any of the 007 sub-

project criteria (expand/stabilize markets for
small farmer praduction; lower cost of inputs for
small farmers; or provide employment for rural
poor) in any significant way. There is little
evidence of progress taward meeting the project
purpose (increase capacity to develop, finance,
and implement agribusiness and 1labor intensive
enterprises), although the sub-credits may have
made some minor contribution to the goal of the
project (increase incomes of small farmers and the
rural poor).
[

Interest rates have been positive in real terms
(average inflation from 1980 to 1985 was under
S%)y so that the 1loans pass a market test: there
was willingness to pay for credit. On the otler
hand, the extent of the arrears points up
potential difficulties in repaying. The AEDB
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personnel reported that most of the arrears on
crop loans were due to drought and other natural
difficulties; fishing projects were said to be
generally successful, but subject to sub-optimal
cash flow management.

Employment generation has been minimal; most
farmers rely primarily on family labor, although
the ABDEB Agricultural Loans 0Officer reported that
some do employ hired thands on a part time basis.
Some farm improvement credits (e.g., building a
fence, cleai'ing land) generate tempaorary
employment.

The ABDB personnel reported no requests for
agribusiness loans.

Comments from

Prev. Reports: "In Antigua, the program has been only moderately
successful. The reasons for this, however, can be
traced back to the environmental constraints

facing the industry. The country has chronic
water shortage prcocblems, necessitating a large-
scale water conservation program by the

government. The Ministry of Agriculture tas
strongly advocated cachement basins and the highly
efficient drip method irrigation systems.
Although the ABDB provides credit for thase
systems, the short--term direct benefits arae not
apparent to most of the farmers. Thus, few of
them have had the long-term vision and resources
to invest in making a cachement or installing a
new irrigation system."?®

. %, Arthur: D.  Little, ..Inc., .- ‘"Evaluation of the CDB/AID
Private Sectar On-Lending . Pragrams.“ Jan. 1985, p. 126,
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c.2 SAINT LUCIA DEVELOPMENT BANK

t

DFC: St. Lucia Development Bank

Personnel : Mr. George Theophilus, Managing Director
Mr. John Bascom, Accountant, et al.

Data Source: Interview with the above-listed personnel,
information supplied by the CDB of conditions of
the loan, CDB financial files, SLDB Annual Report
1985/86, quarterly reports to CDR 9/30/86 and

3/31/86.
Amount: US$409,000 Date: 10/81
Purpose: Consolidated Line of Credit
Credit terms
ta DFC: Repayment period of 20 years, including S years
grace. Interest rate of 4%. Disbursed 1983.

Recycling, beyond rep.ayment obligations to CDB or
repayment in advance of maturity: up to 1/3 for
liquid investment, at least 2/3 for new subloans.

Sub-credits: The 007 1line of credit has been used exclusively
for agriculture loans. There have been 96 loans
made to small farmers under totaling EC$1,025,509
(US$380,000), mostly small loans of EC$3,000 to
20,000 (USs 1,100 - 7,400); with a few large loans
up to EC$87,000 (US$32,000). Average 1loan size
was under EC$11,000 (US$4,000). Many loans
involved in cocoa, banana, ceconut, or vegetable
production.

Terms of sub-
credits: Most sub-credits have a term of 3 -5 years,
although they can be up to ten vyears; interest
rates are 10.5% for FIC loans and 12% for
agricultural credits. :

Sub-1oan

Performance: Principal in arrears as a proportion of total
principal outstanding on SLDB's FIC loans (in
which sub-loans made from 007 funds account for
48% of the principal outstanding) stoad at 2.7% as
of Sept. 30, 1986. ’
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DFC loan. :
Performance: Principal repayments not due until 1/15/88. CDB
o reports no arrears on interest. About 80% of
SLDB’'s resources are provided by the CDB.
Personnel described the relationship with CDB as
very good. Quarterly reports have been submitted
regularly. SLDB was most recently visited by CDB
in August 19864.

Devel opment
Impact: The credits did not meet any of the 007 sub-—
project criteria (expand/stabilize markets for
small farmer production; lower cost of inputs for
small farmers; or provide employment for rural
poor) in any significant way. There is little
evidence of progress toward meeting the project
Purpose (increase capacity to develop, finance,
and implement agribusiness and labor intensive
enterprises) through the provision of 1line of
credit under ¢©07, since agribusiness lending was
effectively hampered by restrictive covenants. The
sub-credits may have made some minor contribution
to the goal of the project (increase incomes of
small farmers and the rural poor) .

Interest rates have been positive in real terms
(average inflation from 1982 to 1985 was under Y4
during the last three years it was under 2%4), so
that the loans pass a market test: there was
willingness to pay for credit. The arrears have
been minimal, probably due in part to good loan
supervision.

Permanent employment generation has been minimal;
most farmers rely primarily on family 1labor. Some
farm improvement credits generate temporary
empl oyment.

The SLDB Managing Director reported that SLDB
earmarked the 007 funds for agricultural locans as
their most appropriate use, given the restrictions
imposed on their use. Agribusiness loans have
been extended from sources other than USAID oo7,
including at 1least one loan under US$100,000 made
while 007 funds were available.

Comments from

Prev. Reports: "Since August 1982, 22 FIC 1loans have been
approved with an average value of EC$4494 (total
value $98,871) L[CDB bank records indicate that 007
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- funds were not disbursed until 198731.
. (36% are in arrears; the total

in arrears is EC$2,300 or 1.2%

Cbpe. "=

<2, Arthur D.. Little,. Inc., .

"Evaluation of

0f these 8

value of prancipal
of
approved. Total funds disbursed appear
to EC$533,349 or about 40% of

the value
to amount

funds appraved by

the CDB/AID

'Priiaie Sector On-Lending Programs," January 1985, p. 124.
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C.3 SAINT VINCENT DEVELOPMENT CORPORATION

DFC:. . St. Vincent Development Corporation (DEVCO):
Peripﬁnef: ) Mr. Leach, General Manager
Mr. Bullock, Accountant

Data Source: Interview with the above-listed personnel ,
' information supplied by the CDB of conditions of
the loan, CDB financial files, 12/31/8& guarterly

report to CDB.

Amognté LIS#370,000 Date: 10/80
Purpbse: \ Integrated‘Sugar Devel opment

Credit terms

to DFC: Repayment period of 20 years, including 5 years
grace. Interest rate of 4%. Repayment provisions
included overdue payment at 4%. Disbursed 5/80.
Recycled funds were to be paid into a special
account "until the borrower shall have been
restructured,"” which could not be withdrawn
without prior approval aof the CDB; and for
servicing of the loan, making further sub-locans to
sugar cane farmers, and the interest spread to the
Borrower. After satisfactory reorganization,
beyond repayment obligations to CDB: up to 1/3 for
liquid investment, at least 2/3 for new FIC, AIC,
and SIC subloans (see Exhibit C.3.a.)

Sub-credits: Until the end of 1984, the subloans were
administered by the Sugar Industries, which
extended credits (often in kind for fertilizer,
land preparation service, etc.) to about 450
individual sugar cane farmers. After the Sugar
Industries closed, funds were lent to farmers for
crops other than sugar. Specifically, DEVCO used
the 007 funds primarily for loans of under
EC$2,700 (US$1000) , since most COB funds
stipulated minimum loans of EC$2,700. The SLDB
has lent to about 300 borrowers since the sugar
factory closed, including about 120 crop farmers
(who have borrowed about 85%Z of the funds lent),
livestock owners (about 57%) and fishermen (about
10%). The loans are primarily production credits
for banana, fishing, and livestock; the banana
farmers have also taken farm improvement credits,
which are higher than the production credits.

cC~-7
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Loans are used to, buy:\livéstéckﬁ féktifiier;
seeds, and other agficqlturaIMinppts;,to repair
boat engines, etc. R

Terms of sub- ,
credits: Most loans are short term, and carry an interest
rate of 127 per annum.

Sub~Loan ,

Per formance: Principal in arrears as a proportion of total
principal outstanding on the 007 line of credit
stood at 364 as of December 31, 1986.

DFC Loan
Per formance: As of 2/28/846, DEVCO was late for one installment
va on its repayment te CDB, involving principal of
$6,171.84, Contact between DEVCO and the CDB
appears to be regular. However, it appears that
the 1loan disbursements were never halted as
recommended by the US Inspector General (see
below). DEVCO did not request formal approval for
the diversion of the 007 funds for purposes other
than sugar until January 1987. CDB has not yet
forwarded the request to USAID.

Davelopment
Impact: The current credits do not meet any aof the 007
sub-project criteria (expand/stabilize markets for
small farmer production; lower cost of inputs for
small farmers; or provide employment for rural
poor! in any significant way; although the sugar
loans halted in 1984 may have contributed to 1ower

costs for inputs. There is 1little evidence of
progress toward meeting the project purpaose
(increase capacity to develop, finance, and

implement agribusiness and labor intensive
enterprises), although the sub-credits may have
made some minor contribution to the goal of the
project (increase incomes of small farmers and the
rural poaor).

Interest rates have been positive in real terms
(average inflation from 1982 to 1984 ranged -from
2.7 to 5.4%), so that the loans pass a market
test: there was willingness to pay for credit. On
the other hand, the extent of the arrears points
up potential difficulties in repaying.

Employment generation has been minimal; most
farmers rely primarily on family labor.

c-8
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Exhibit C;3.a.

PROJECTED DISBURSEMENFS AND SUB-LOAN PRINCIPAL RECEIPTS BY' DEVCO

EC '($'000) ‘
'TER ST ey BRI N PR T
A.__LOANS
l. Plenting and
maintenance up to o . Ce T
first crop harvest| 6ih 513 342 N 171 307 .307 307 °-307.. 307
2. Malntenance of e S L
ratoons up to : L - -
harvest = 213 kg7 568 568 510 s11 s 51 5y
3. Harvest - 30 36 30 3 30 30 3 3 3
TOTAL LOANS 684 756 €69 769 769 GAS  B4b 640 3B gup
B.__PRINCIPAL
~ REPAYRENTS— O
'+ Plenting Loan PY 0} - 300 70 0 . @ - . ..
2. Tdom  PYRf - - ko2 T 9h I TREY e . - .
3. Tdem PYR2p e e - b N el L
k. edo-  PY3[ e e . =00 23° 2 B2 ERCR
5. ~do-  PY-4[.- - 2 "l M000: 023 - 23 23 e
6. -do-  PYB| - o . T N |:| RS SO )
7. mdo=  PY6f Sen ol e ST R S 1.) IR
8. -do- PY 7| - - - - e e the - 181 B2
9, “do-  PYB|l- . . . - - . ol R [
10. Maintenance of o .
© . ratoons ' = 213 k97 568 568 511 S11 511 g
1. Harvest = 307 30 30 31 30 30 3 3 3
TOTAL REPAYMENTS | - 331 715 82 905 862 815 0810 29 gug
CREDIT/(DEDIT) 684 k25 154 (123) (140) (1) 33 38 19 -
TOTAL CREDIT . \
OUTSTANDING - 6Ch 1,109 1,263 1,140 1,000 906 1,019 1,057 1,676 1,076

Source: CDB Pre~Funding Analysis for Integrated Sugar Rehabilitation
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C.4
DFC:

Puréonnelz

Data Source:

Amount :
Purpose:

Crédit terms
to DFC:

Sub-credits:

Terms of sub-
credits:

GRENADA DEVEL OPMENT BANK

Grenada Development Bank

Mr. Ronald Charles, Manager
Mr. Bean, Accountant

Interview with the above-listed personnel,
information supplied by the CDB of conditions of
the 1loan, CDB financial files, GDB 1985 Annual
Report, 12/31/86 quarterly report to CDB.

US$296,000 Date: 04/81

Agricultural and Industrial Credits

Repayment period of 20 years, including S years
grace. Interest rate of 4%. Disbursed 07/82.
Repayment provisions beyond repayment obligations
to CDB: up to 25% for liquid investment, at least
75% recycled for the respective programmes from
which each was recovered.

The 007 funds were split by the GDB into two
portions: one of US$247,8,0.79 for FICs, and the
other of UsS$47,746.25 for "agro-industrial
credits" (AICs). The FIC's have gone to about 80
small farmers at EC$3,000 to 6,000 each. They
have been used to support mixed cultivation,
banana, cocoa, and nutmeg production, as well as
some vegetable crops and fishing. Some medium term
loans have been used to plant perennials (nutmeg) ,
improve roads, and rehabilitate or expand
agricultural land. The AICs were for concerns of
over EC$150,000 net warth. There have been vary
few such loans, only about ten, for EC$40,000 to
100,000. This portion has been supplemented by
funds other than USAID 007. The industrial
credits have gone to support the purchase of
vehicles for farmers, fishing boats, and for bread
production and shoes/handbags on a cottage
industry basis. !

Most FIC 1loans are short term, up to 18 maonths,
some were medium term, of three to five years.
Interest rates on FIC loans are 8%. AIC loans may
be five to ten years and carry an interest rate of
9.5 to 11.5%.
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Sub~-1oan
Performance: Principal in arrears as a proportion of total
“ principal outstanding on the FIC subloans stood at
29.9% for FICs and 9.9%Z for AICs as of December
31, 1986. GDB personnel reparted that repayment
records were best in those cases where farmers
sel. their produce through marketing companies
with whom GDB can arrange automatic 1loan
repayment, antd from part-time farmers who are
employed and where GDB can arrange to garnishee
wages. Such arrangements can be made for about 25—
30% of loans.

DFC Loan:

Performance: The first installment for principal repayment to
CDB is due July 1987. The CDB ex{:ended the GDB a
new line of credit of EC$S million in 1985 (not
007 funds). GDB is visited annually by CDB, and
submits reports quarterly. CDB confirms that GDB
reports are current through 31-12-86.

Devel opment

Impact: The credits did not meet any of the 007 sub-
project criteria (expand/stabilize markets for
small farmer production; lower cost of inputs for
small farmers; or provide employment for rural
poor) in any significant way. There is little
evidence of progress taoward meeting the project
purpose (increase capacity to develop, finance,
and implement agribusiness and labor intensive
enterprises). The sub-credits may have made some
minor contribution to the goal of the project
(increase incomes of small farmers and the rural
poor).

Interest rates have been positive in real terms
(average inflation from 1981 to 1985 bhas declined
from 7.8% to 2.59%), so that the loans pass a
market test: there was willingness to pay for
credit. Arrears are about average for the DFCs.

Employment generation has prabably been minimalj
most farmers rely primarily on family labor. .Some
of the "agribusiness loans" to cottage industry
may have generated a few new jobs.

Comments . from
Prev. Reports: Not reviewed oreviouslv.
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C.5 ‘ BARBADOS NATIONAL BANK

DFC: Barbados National Bank

Personnel: Mr. Sealy, Manager, Agricultural Banking Divisidn
: © Mr. Burke, Sr. Technical Officer, Agricultural
Banking Division '

Data Source: Interview with the above-1isted personnel,
. information supplied by the CDR of conditions of
the loan, CDB financial files.

Amount: us#862,000 Date: 05779
Purpose: Agricultuwral Credits
Credit terms
to DFC: Repayment period of 20 years, including S years
) grace. Interest rate of 4. Disbursed 12/79.

Repayment provisions beyond repayment obligations
to CDB: to make new sub-loans which conform to the
requirements of the original loan agreement; to
repay, in advance of maturity, paortions of the
loan; for investment in such manner as may be
approved by CDB in writing. The 007 <funds were
combined with another line of credit from CDB, and
with local resources, to create a BDS$4.3 million
agricultural program; the program was split in
December 1982, with fishing 1loans (&0% of the
principal outstanding on sub-loans) being shifted
to the Barbados Development Bank.

Sub-credits: There was one loan made for agribusiness, which
" was a BDS$775,000 loan (of which BDS%44&0,000 came
from 007 funds) to support hydroponic vegetable
production. This 1loan, being over US$100,000,
should have been disbursed directly by the CDB
according to the terms of the project paper.

Most of the rest of the line of credit want into
fishing sub-loans during the first several years,
and in December, 1982, the entire fishing
portfolio, of BDS$2.5 million, was transfered, to
the Barbados Development Bank, leaving BNB with a
BDS$1.7 million agricultural lending pragram. The
Barbados Natiocnal Bank is a commercial bank, while
the Barbados Development Bank is a DFC; the
decision to split the portfolio came from the
Prime Minister ‘s Office. The average size of the
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.+ .fishing loans made through the BENB was BDS$22,000
(US$11,000), although many ranged up to BDS$50,000
- 70,000 (US$25,000 -35,000); the farm loans were
smaller, most of them in the range of BDS$10,000
to $20,000 (US$5000 to #$10,000) and a few up to
BDS$50,000.

The farm loans are usually for seed, cultivation,
livestock (poultry, dairy, and pigs), and farm
improvement credits. Many of the farm loans
support vegetable production; sugar has been
supported by other sources. The intention of the
line of credit, according to the BNB personnel
interviewed, is to support small farmers (with a
net worth of under US$75,000, later increased to
US$100,000). Fishing loans were used for new boat
engines, safety equipment, radio communication.

Terms of sub-
credits: Most loans carry a term of five to seven years,
with interest rates limited to 8%.

Sub-Loan

Performance: Principal in arrears as a proportion of total
principal outstanding on all CDB -~ financed
agricultural sub-loans stood at 367 as of December
31, 1986. The BNB personnel interviewed reported
that their repayment experience with sub-borrowers
was mixed. An arrears condition has been
developing recently, and the BNB is taking steps
to pursue repayment more vigorously. The one large
agribusiness loan is considered by the Manager of
the Agricultural Banking Division to be a bad
loan, and it may be recalled.

DFC Loan

'Performance: There has been little contact between CDB and the

T ’ BNB. According to C€DB records, the last
supervision visit took piace in 1982; the last
report was received in 1981. CDB personnel explain
that the terms of the CDB~BNB agreement call for
reports only until the 1line of credit was fully
disbursed. CDB reports no arrears from BNB. Loan
balance stands at %$774,000 as of 2/28/8&6

Davel opment
Impact: The credits did not meet any of the 007 sub-
project criteria (expand/stabilize markets for
small farmer production; lower cost af inputs for
small farmers; ar provide employment for rural

C-13

et



Comments from

\

pogr) in any significant way. There is little
evidence of progress toward meeting the project
purpose (increase capacity to develop, finance,
and 1mplement agribusiness and 1labar intensive
enterprises) through the provision of the line of
credit. The sub-credits may have made some minar
contribution to the goal of the project (increase
incomes of small farmers and the rural poor).

The hydroponics concern employs seven people and
produces vegetables which would, 1n many cases,
have otherwise been imported. Some cucumber
pProduction is now being exported. Gross sales have
been in the range of BDS$213,000 to 217,000 over
the past three years.

The fishing 1loans in particular were described as
having made significant contributions to the
refurbishing of the Barbados fishing industry.
Interest rates have been positive in real terms,
although 1lower than those in most of the 0ECS
(average 1nflation from 1981 to 1985 in Barbados
has declined from about 10% per annum to 4%), so
that the loans pass a market test: there was
willingness to pay for crenit.

Employment generation has probably been minimal;
most farmers rely primarily on family 1labor. 3NB
personnel reported that in general, small farmers
wouldn‘t seek a loan unless they were planning to
market their crop, and that farm families live off
the farm income to a greater extent than the farm
praduce itsel¥f.

Prev. Reports: No previous review.
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C.6 'DOMINICA CITRUS PRODUCT ION

. DFC: Dominica Agricultural/Industrial Development Bank:
Personnel: Mr. Vance LeBlanc, DAIDB

Data Source: Telephone interview with Mr. LeBlanc, CDB
financial files on performance of loan., (also,
interview with Samuel Anselm, Acting General
Manager of the Cooperative Citrus Growers

Association)
Amount : US$174,000 Date: 03/81
Purpose: Revolving input credit scheme for citrus growers.

Credit Terms .
to DFC: Total repayment period of 20 years with 5 years
grace. Interest rate of 4%Z to CDB.

Background: The original intention of the project was to fund
an integrated citrus development project, which
was to include a loan of about US$610,000 to the
Cooperative Citrus Growers Association of Dominica
to finance the purchase of new packing equipments
with an additional sum to support an input credit
scheme for citrus growers. During the lozn
negotiation period, the CDB requested that the
CCGA hire a new project manager, accountant, and
field supervisors as a condition of the loan.
CCGA declined the loan, on the grounds that the
cost of the new personnel would put their
overheads too high. In the end, a line of credit
of US$176,000 was extended tce the National
Commercial and Development Bank (later renamed the
Agricultural and Industrial Development Dank), for
the input credit scheme aicone.

Sub-credits: The input credit scheme was designed as an in-kind
crop loan to citrus growers: the bank would
purchase fertilizer and other inputs in bulk, and
sell them to citrus growers on credit, with
borrowers’ crop sales (through the Cooperative
Citrus Growers Association) pledged to the
repayment of the 1loan. The CCGA assisted the
citrus growers in their 1loan application by
documenting past purchases from the growers. The
interest rate charged was set at 10%.
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The AIDBank has made a reported 94 loans to citrus
growers in Dominica since the credit scheme was
implemented. The loans ranged in size from EC$540
to EC$5,000, with an average size of about

EC$2500. Although the original CDB funds were
earmarked for input credits disbursed in kind for
grapefruit production, recycled funds are

permitted to be used for cash loans to citrus
growers for grapefruit and other fruits.

Terms of sub- ,
credits: Most loans for one crop season. Interest rate of
10%. No tangible security required.

Sub-loan

Perfarmance: As of first quarter 1987, the AIDBark has only
EC#8,000 outstanding, of which $6,800 is in
arrears. The bank has about EC$300,000
(US$111.000) available for lending. & few years
ago, the AIDBank had EC$175,000 in subloans
outstanding, much of which went into arrears, as
crops delivered by the growers to the CCGA went
unsold. Most of the loans were eventually repaid,
but demand for new loans (and deliveries to CCGA)
dwindled.

The CCGA was formed in 1954, and marketed a peak
of 163,000 cartons in 1978/79.

DFC Loan
Performance: As of 2/28/87, UsSs$33,000 of principal had been
repaid to CDB, leaving a balance of $143,000.

Deavelopment

Impact: . There is very little evidence that the Citrus line
of credit has been put to productive use. The
bulk of it has never been put to use, much oy the
past the existing portfolios have suffered
arrears.

The manager of the input credit scheme has
expressed optimism for the salvage of the
revolving fund, due to a new market for Dominica‘s
Citrus growers: Dominica Agro-Industries, which
purchases about 2700 tonnes per year for
Processing into juice concentrate for export to
the U.S. DAl pPays EC$154 per tonne, so that gross
earnings for citrus growers amounts to about
EC#$415,800 (US$154,000). Meanwhile, the CCGA last
year purchased 32,000 cartons (of 17 kg each),

M7
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paying growers EC$4.00 per carton, yielding them
‘an income of EC#$128,000 (US$%47,400). According to
-the manager of the input credit scheme at the
AIDBank, Dominica Agro-Industries will purchase as
much as the graowers can sell, which has renewed
interest in the growing of grapefruit and should
lead to renewed demand for input credits. Although
the citrus growers pay a higher price, growers
must market during a narrow two month window each
vear; the Dominica Agro-Industry will buy all year
at one lower, but standard price. It is, in
effect, a guaranteed market.

Comments from

Other Reports: The US Inspector General’s audit (July 1985)
reported that "there was almost no demand for
loans because of marketing problems. As a result,
resources were lying idle which could be
reprogrammed to a productive purpose...

"The subloan agreement was signed [inl 1981, at a
time when the British pound began to fall relative
to the US dollar... Because the inputs were priced
in dollars, it became unprofitable to market
citrus there... the CDB authorized the Bank in
Dominica to make loans to a wider group of citrus
farmers, and to sell fertilizer to non-citrus
farmers. Btill, by the 1last quarter of 1984,
loans to farmers and sale of inputs had almost
come to a halt. Between October 1 and December
31, 1984, the National Commercial and Development
Bank made four 1loans to farmers for a total of
only $1,037. During the same period, the bank
sold $406 worth of agricultural inputs. According
to the Manager of the National Commercial and
Development Bank and the President of the Citrus
Grower ‘s Association, the 1loan program was not
operating successfully, and they were not
optimistic that it could operate successfully.

“0On December 31, 1984, the Bank had $140,84B in
cash available... These resources were essentially
lying idle, and should be put to a productive
use."S »

., USAID, The  Inspector General, "Reyieh of Selected
‘Agriculture Sector Projects, Regiaonal Development Office/
Caribbean." Audit report No. 1-538-85-%9; July 31, 1985. p. &.
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APPENDIX D

ADAPTIVE RESEARCH CONDUCTED BY CDB UNDER_THE
REGIONAL AGRIBUSINESS DEVELOPMENT PROJECT

In addition to the $6.5 million 1loan for Regional Agribusiness
Development, designated S38-T-007, there was an associated AID
Grant, designated 338-0010 to fund adaptive research into
agribusiness technology appropriate for the Caribbean LDCs. It
was stipulated in the Project Paper that the research was to meet
the following criteria:

a) The technical assistance to be developed should have
direct utility in the agribusiness development program.

b) The technology under investigation will be of utility
to more than a single facility.

c) All basic research has been completed; effective
application to the Region will require only adaptive
research.

Potential research projects identified in the project paper
included Packaging Technology, Alternative Food Processing
Technology, Crop Systems, Processing Equipment, Multi-Purpose
Processing Facilities, and Grower-Processor Contracts.

In a letter from the CDB addressed RDO/C, dated December 13,
1983, the following Research Projects were listed, with comments
as to their status at that time:

1. Prototype Refrigerated Containers

Status: Consultants are in the process of determining the
optimum routes for commercial testing of the containers.

2. Feasibility Study on Marketing of Windward Islands
Bananas Ripenend Under Controlled Conditions

Status: Report was submitted on January 3, 1983

3. Study of Improvement to Huckster Trade and Promotional
Programme :

Status: Study Completed. Slight delay in reimbursement of
funds to the Executing Agency, due to a misunderstanding,
but this is being resolved.

"



4, Technical Assistance for Food Processing Adaptive and
Research Subsity - Windward and Leeward Islands

Status: Project was not approved by USAID and was therefore
withirawn.

S. . Feed Block Supplement

Sﬁatus: Experiment has been carried on in . Barbados and
Report submitted May, 1979.

b. Coir Fibre Pilot Plant - St. Vincent

Status: Coordinaitng Committee agreed to extend“&ﬁe‘déad-
line for submitting Report to March 31, .1983. - Draft
submi tted. ca, T

7. Fisheries Development - BVI

Status: Technical Assistance for Fisheries Advisor and
Master Fisherman has been given.

g. Crop Insurance Feasibility Study for Windward Islands

Status: Second Interim Report submitted 83-06-23. Prepared
and subsequently executed with alternative source of funds
after USAIAD's refusal to provide funding. (Only part of
the time relaitng to FProject Preparation allocated to the
Aid Grant S538B-0010 in respect of these Projects).

There is no evidence that the research conducted contributed in
any meaningful way to any of the 007 sub-projects, with the
exception of the Fisheries Development Project in the British
Virgin Islands.



APPENDIX E

EVALUATION TEAM ASSIGNMENTS AND GUAL IFICATIONS

Harvey A. Lerner was the evaluation supervisor. Mr. Lerner
established initial contacts with RDO/C and CDB personnel
connected with the two projects, contributed to the findings,
conclusions, and recommendations of the study, and reviewed each
chapter of this report.

Mr. Lerner is Resident Project Manager in Bridgetown, Barbados
for Louis Berger International, Inc. (LBII). He 1is responsible
for evaluation, monitoring and project design activities for
RDO/C’s private sector program which LBII is carrying out under
contract with USAID.

Mr. Lerner joined LBII in 1981 and has served as Director of
Industry Studies since then. From 1979 to 1981, he was Regional
Director of Litigation Consulting for Conpers and Lybrand.
Earlier he served as Vice President for Consulting for Checchi
and Company, where he was heavily involved in industrial
development programs and in evaluation of USAID projects. He also
directed a Checchi subsidiary specializing in management counsel
to associations and non-profit institutions. Earlier, Mr. Lerner
was a GSpecial Assistant in an emergency planning agency in the
Executive Office of the President af the United States, where he
was concerned with international trade and industrial
mobilization matters. He also has practiced law in Worcester,
Massachusetts. :

Mr. Lerner was graduated in., 1954 from Wesleyan University in
Middletown, Connecticut, where he was Fhi Beta Kappa. He holds a
J.D. degree from the Harvard Law School and a Master of Laws
degree from the Georgetown University Law Center. He did graduate
work in Business Policy at the Harvard Business School and in
Econamics at Georgetown University. Mr. Lerner has been active
in alumni affairs in the Washington, D.C. area, serving as
President of the Wesleyan University Alumni Association and as an
officer of the Harvard Law School Association of Washington.

Gilbert Lane was the Team Leader of the agribusiness evaluations.
He prepared the outline for the evaluation, organized the
evaluation schedule, and established contact with Project
principals, sub-project managers, and DFC managers. He prepared
the drafts of the Introduction, and the chapter on Disbursement
of Funds, and the Conclusions, Recommendations, and Lessons
Learned. He made major contributions to the analysis of the sub-
projects and DFC lines of credit as well as the constraints to
agribusiness development. He conducted interviews in Antigua,
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Barbados, Grenada, Miami (LAAD-Headquarters), St. Lucia, and St.
Vincent. :

Mr. Lane is the Managing Director of the Agribusiness Development
Corporation, Ltd. (ADC). He has been involved in the promotion,
feasibility analysis, development, and financing of international
agribusiness enterprises. Earlier, Mr. Lane served as President
of the International Development Corporation, based in
California. In this capacit., he assisted US and foreign
companies in business development and project fnrmation, mostly
in agricultural project activities in the Middle East.
Previously, Mr. Lane served as Senior Vice President for Projects
at International Resources and Finance Bank S.A., in London.
There, he was responsible for the Bank's activities in project
developmeat, finance, and implementation, principally in the
Middle East.

He has also worked as a USAID consultant on capital market and
financial institution development, and advised USAID on the
formation and financing of the Development Industrial Bank of
Egypt. He served as Chief of the Private Enterprise Development
Office of USAID in Washirgton in the early 1970s, where he
assisted in the development of overseas capital markets in Latin
America and Asia. Before that, he served as a Development Loan
Officer for USAID in Pakistan. His career began in the private
sector, working with Bank of America, California Growth Capital,
Inz., Sierra Capital Corporation, and two oil companies.

Mr. Lane studied for a Ph.D. in Economics at Stanford University,
received his MBA from Indiana University in 1957, and his BS from
the Indiana University School of Business in 1952.

Jacqueline Coolidge was principal author of the chapters on
Constraints to Agriculture and Agribusiness in the Caribbean,
Sub~-Project Analysis, Analysis of DFC Lines of Credat, and

Application of Generic Scope of Work; and prepared the
Appendices. She also made major contributions to each of the
other chapters in the report. Ms. Caolidge carried out

interviews in Antigua, Barbados, Dominica, Grenada, St. Lucia,
and St. Vincent.

Ms. Coolidge, an economist who is a member of LBII‘'s Development
Economics Group, has specialized in studies of the ®|conomic
impact of development programs and in the design of private
sector projects. She was a major contributor to the Evaluation
of the Private Sector Investment Assistance Project (also a part
of RDO/C’s Private Sector portfolio) completed earlier in the
year by LBII. She was co-author, with Mr. Lerner, of a major
study on the potential <¢or privatization in Somalia‘’s water
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resource development industry. She has prepared socioeconomic
impact statements for proposals ranging from the expansion of a
university in rural Cameroon to the establishment af a new prison
facility in Georgia. She has also participated 1n a marketing
study for agricultural produce fraom Honduras, focussing on access
to the U.S. market. Prior to joining LBII, Ms. Coolidge warked as
an independent consultant to the World Bank and the UNDP in
Somalia and Indonesia, carrying out surveys of their technical
assistance and capital development projects in those countries.
She also served as a Peace Corps volunteer for two vyears in
Botswana.

Ms. Coolidge earned an MPA from the Waoodraow Wilson School of
Princeton University, majoring in economics and public policy.
Her Bachelor’'s degree, from the Johns Hopkins University, is in
international affairs and international economics.



